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Subsidies for Whom? 

An exercise in estimating the size and composition of government 
subsidies in 1987-88, after costing government services on a user charge 
basis, shows that no less than IS per cent of GDP is being distributed in 
the form of subsidies, ihat much of these subsidies are invisible and 
that it is not at all clear that the subsidies are flowing to the 
intended beneficiaries. 11S7 

Political Identities 

Four basic issues have been instrumental in mobilising the tribal people 
of Jharkhand to raise their voice against subordination and injustice- 
land and forest alienation, immigration into the region, threat 
to the iribals’ cultural identity and underdevelopment 1173 

Though the backward castes constitute nearly 60 per cent of the 
electorate in Bihar, they were not politically significant till the mid¬ 
seventies. The turning point in the political organisation of these castes 
came in 1977 when reservation for backward castes in 
government service was introduced. 1142 


Towards Planleasness 

The air or uncertainty and 
purposelessness pervading Yojana 
Bhavan is palpable. The position is 
worse than that at the close of the 
Third Flan when the launching of 
the Fourth Plan had been stalled. 
However, the decision to go in for 
a three-year plan holiday in the 
mid-sixtics was a deliberate one. 
whereas what we have today 
IS a mindless drill into 
planiessness. 1140 


Helping Hand 

It IS a new development, 
mobilising the international loan- 
giving agencies for electoral 
campaign within the country. The 
message could not have been more 
explicitly slated, unless you vole 
right. unles.s you vote for a stable 
single-party regime—you know 
which one—these international 
instiiuiions will stay away 
and offer no loans to bail 
you out. 1130 


Plan that Was 

A look at the financing of the 
Eighth Plan as worked out by the 
erstwhile planning commission 
under the V P Singh government: 
the pattern of nnancing, the broad 
thrust of the expenditure 
allocations and the extent of 
devolution of resources for 
bringing about a directional 
change in the patteyi of 
development. 1132 


Gender and the Left 

On all the major issues facing th 
women’s movement, the CPI(M) 
and the Left parlies have taken 
unambiguous pro-woman 
position:!. However, these positior 
have been prompted by a 
particular understanding ol the 
‘gender question' which seeks lo 
find its roots not in the male- 
female contradiction or male 
attitudes but in the development 
of a class society and locates 
Its specificity in wider socio¬ 
economic realities. Ill 

Gandhi and Amb«dkar 

Gandhi and Ambcdkar ended in a 
Slate of near-total confrontation, 
rather than dialogue, and it is 
important to understand how 
this happened. 1154 

Toning Up iht* System 

Press reports on ihe report of the 
World Bank staff team on India's 
financial system have tended to be 
sensational. While the report 
favours eventual privatisation of 
the financial system, that is not its 
central theme. Greater efficiency 
and flexibility are the keys to 
reform and privatisation is seen as 
a means to promote them 'in 
the long run'. 1145 

The Other War 

The US-led Western stales not 
only won the Gulf war, but the 
parallel information game as well 
because of their monopoly 
over information. 1147 
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LETTERS TO EDITOR 


MOU System and Public 
Enterprises 

THIS I*, with reterence to the article 
‘Eighth Plan: Challenges and Poss¬ 
ibilities—VII, Industry; The Policy 
’^ramework’ by Ariin Cihosh (March 2-9). 
While discus.sing the role of the public 
.sector in the Indian economy, Gho.sh has 
written about the introduction of the 
MOU s>sieni of peilorniance evaluation 
in Central public .sector enterprises and in 
this connection slated that it had not been 
an unqualified succes.s. While taking note 
of his concein loi bringing about perfor¬ 
mance impiovcment in the PSEs, we do 
not concui with his view that the MOU 
.system has not proved its utility. 

While agreeing with Ghosh that there 
i.s need to distance public entcrpri.ses from 
the government and that there is alst) need 
lor both greater (reedom of nianagemcni 
of public enterprises and greater accoun¬ 
tability for pet formance, it must be staled 
that the MOU system addie.sscs itself to 
these very i.ssiies m their entirety. A 
Memorandum of Understanding is an 
annual |>erforniance evaluation document 
generally based on a long-term corporate 
plan in which the government (represented 
by the administrative ministry) and the 
public enterprise lay down their respective 
obligations and responsibilities for achiev¬ 
ing mutually agreed upon targets In 
doing so care is exercised in selecting ap¬ 
propriate criteria, assigning priorities to 
them and deciding on achievement of 
specific targets. Once these arc determin¬ 
ed the enterprise is requiied to be given 
operational freedom in older to achieve 
these targets. At the end of the year the 
enterprise is judged on the basis ol the 
level of individual target actiievemeni 
which can Ik intciprcled in terms of an 
individual target score. These individual 
target scenes in coniunction with weights 
attached to them lead to a compo.site score 
for the entcrpiise as a whole. T he MOU 
system thus a'tempts to bring about a 
balance between accountability and 
autonomy and through that route aims at 
improied perfoirnancc which is objective¬ 
ly evaluated at the end ol the ycai. 

It needs to be pointed out that one of 
the most impotlant ieaitires ol the MOU 
system IS that it enables the government 
to compare pcrioiinancc ol essentially 
di.ssimtiar enteipnses. While the list ol 
commitments loi each enterprise is dif 
ferent and in some cases mav not lend 
itself to eass tompari.son, the ability of 
an enterprise to meet its conunitmcnt is 
comparable. Simulating a competitive 
environment is, thus, one of the impor¬ 
tant possibilities inherent in the MOU 
system and this a.spcct gives it tremendous 


strength. It is our view that such a 
mechanism is ideal for developing coun¬ 
tries for improving public sector 
performance. 

It would be neither proper nor fair to 
pass any value judgment on the MOU 
policy because up to now it has been going 
through the trial-run stage. Only during 
the current financial year (1991-92) we 
hope to make a major dent into the pro¬ 
cess by attempting to achieve around 5 per 
cent cost reduction in some major PSUs. 
Since the whole MOU exercise is totally 
open and the details of the MOUs signed 
and the manner in which they arc 
evaluated arc available, the quality of 
debate on the MOUs would have been bet¬ 
ter served if there was greater specificity 
in the criticism. 

Omita Paui 

Director, 

Department ol Public Enterprisc.s, 

New Delhi. 

Peaceful Demonstrators 
Arrested 

WE strongly condemn the arrest of social 
activist Kumar Chandra Mardi and 20 
tribals when they were protesting against 
the construction of Icha dam, a part of 
Subarnarekha Multipurpose Project, at 
Icha neat Chaiba.sa, Singbhum district of 
Bihar The project, ftnanced by the World 
Bank, is a joint venture of the Stales of 
Bihar, Orissa and West Bengal. On 
Aptil 5, 1991, the local people, mostly 
tribals, sat on indefinite ‘dharna’ at the 
datn-site to stop the construction of Icha 
dam. The 200-strong non-violent protest 
was oiganrsed by local organisations to 


stop the ongoing ooiumictjon of thi iut. 
because this dam will displace nearl, 
30,000 people—nu(jority of whom bdo’ 
to Ho tribe—from over 61 villages wh< 
survival and livelihood are at suke. Th ^ 
are up against the projea as it violates i m 
ternationai laws which s^ that no tril J 
can be displaced without pro|.|| 
rehabilitation and resettlement. So far, i ^ 
project authorities have not come up « 7 , 
any rehabilitation plans to resettle lai. 
displaced people. But the lands of thej 
would-be displaced people are being 
notified for acquisition and only cashi 
compensation is being offered as 
rehabilitation. 

On April 8 , the deputy commissioner 
came with a large police force to evict the 
protesters. The protesters refused to stop 
the ‘dharna* unless their demands were a^ 
cepted by the project authorities. Without^ 
giving any notice; the police started drag¬ 
ging people including women and childr^ 
to the police bus which took them to*^ 
Saraikala police .station. Kumar Mardi 
and 20 tribal women were taken into 
cu.stody. They have not been released so 
far. 

We demand the immediate release of 
activists and protesters and join the pro¬ 
testers demanding that the State govern¬ 
ment and project authorities halt the con¬ 
struction of dam until a proper rehabilita¬ 
tion plan for the displaced population is 
formulated and implemented: a complete 
review of the project from the social, 
economic and environmental angles is ear¬ 
ned out: and the displaced people are 
given access to information about the 
dam, displacement and rehabilitation. 

Kavaljii Singh, Anil Singh, Shankar 
Sundi, Ghanshyam, Ranjan Palit, 
Vasudha Joshi, Anil Prakash and J John 
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changed Priority? 


W ITH the ever present danger ot being forced to renege 
on our debt servicing liabilities, the prospect of further, 
id very much larger, resort to the IMf is coming closer by 
% day T he groundwork is being done alrcadv I he new 
Ivernment’s lirsi task will perhaps be to formally put its 
'imp of approval on the memorandum of understanding 
U IS right now being worked out by our bureaucrats with 
'jir counterparts in the Fund On one issue the present 
tretaker government seems to have made a firm commit 
tent already which is that the fiscal deficit ot the Centre 
or 1991 92 will be biought down to 6 5 per cent < f GDP 
rom the le\cl ot & S per cent in 1990 91 I he commitment 
Joes not stop thcit 1 he fiscal dclicit is to be leduced further 
•an the coming thre« years to M pei cent 

Surprisingly while some arithmetic calculations have ban 
put out of what these commitments tould email m terms 
of the si/e of the (iscal deficit, there has been little discus 
Sion ot what their implications for economic policy are likely 
to be After all for the last mote than 40 years, through the 
periods of the suckessive five year plans, the yardstick bv 
which the guveinmem s fiscal operations, including those 
through the budget, have been appraised has been deficit 
lancmg, defined as net crc'dit extended to the government 
the Reserve Bank ot India There have bee*n differences 
tween the ( ential finance ministry and the Reserve 
ink over the calculation of these figures, but these have 
jen eventually sorted out The high powered Sukhamoy 
hakravarty committee too endorsed the practice as one 
‘'Operationally as well as conceptually useful in assessing 
the inflationary impact of the government’s financial 
operations 

That the fiscal deficit is very different from deficit fman 
cing should be obv lous For 1990 91, while the fiscal deficit 
IS estimated at 8 5 per cent ot GDP, deficit financing is no 
higher than 1S per lent I he difference is represented by the 
gi gernment’s borrowing other than that from the RBI Only 
a imall part of this borrowing was from external sources, 
most of It was internal The shift of focus from deficit finan¬ 
cing to the fiscal deficit is evidently meant to reduce the 
overnment’s resort to borrowing other than that from the 
BI Borrowing for financing government expenditure, so 
ng as It IS not inflationary, is only in the nature of a draft 
I savings m the other sectors of the economy In our case, 
e one sector of the economy which is relied upon for these 
vings is the household sector, for, unlike in most of the 
namic economies, the corporate sector hardiv generates 
tch saving of its own and, therefore, relics substantially 
the household sector for financing its outlays In the cir¬ 


cumstances, It IS evident that the whole purpose of the Fund 
requirement to scale down drastically the fiscal deficit is to 
curtail the government’s access to non-inflationary sources 
of funds The objative, obviously, is to reduce the gomn- 
ment’s role in investment in the economy 

The implications of the commitment we are about to enter 
into (or has the commitment been made already’’) with 
regard to reducing the fiscal defiat have to be clearly 
understood I irst and foremost, the shift in emphasis from 
containing deficit financing to reducing the fiscal defiat en¬ 
tails the danger that the accent will hereafter be less on con¬ 
trolling inflation and more on containing the government's 
operations and role and that could have serious repeaus- 
sions To take an extreme illustration a reduaion of tlw Fiscal 
deficit to 4 S per cent of GDP could be achieved while at 
ihe same time deficit financing aaually mounts from 3 S per 
cent to 4 5 per cent of GDP Whatever may be the Fund’s 
priorities m the design of its structural adjustment program¬ 
mes tor various countries, are we sure that it is our priority 
also to contain the government’s scale of operations rather 
than inflation’’ 

At the same time, the fact has to be faced that domestic 
borrowing by government has bloated so enormously that 
interest liabilities alone now account for almost a third of 
the government's expenditure on revenue account The result 
naturally is that to meet the other expenditure commitments 
of the government even on the revenue account borrowing 
has to be resorted to The qutstion of the government con¬ 
tributing to domestic savings therefore no longer arises Now, 
conventional economic wisdom tells us that even when the 
overall rate of investment in an aonomy is fairly stable there 
can be ups and downs in seaoral rates of investment. It is 
also widely accepted that in the early phases of development 
the government sector’s investment can be, in faa needs to 
be, relatively high But then the more a government finances 
Its investment through borrowings (that is, the more it relies 
on savings generated in other sectors of the economy) the 
more constrained it will be in the future in financing its 
expenditures In other words, government borrowing today 
imposes a constraint of its own on the scale of the govern¬ 
ment’s operations tomorrow All the same, let us not forget 
that interest payments by government are mere transfer 
payments and should not be included when appraising the 
sc^e of government operations The major point to bear in 
mind IS that the borrowing argument itself is bang grossly 
overstated to build up an illegitimate case in support of the 
stance being forced upon our policy-makers in the matta 
ot the government’s budgetary operations. 
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FLECTIONS 

Self-Images 

A R1'('EN r prc election survey came up 
with the unremarkable iinding that most 
people do not even look at the electum 
manifestos of parties and that this attitude 
broadly luts acioss ea>lc, sex and 
•eonomiL groups It is ne'vcilhelcss 
interesting to look closely at party 
manilestos to get a glimpse of the self 
images Ihev piojcci and about tlicir 
perceptions of issues This is most reveal 
mg on issues which the parties themselves 
do not regard as ‘major' oi conteniious 
matters, such as health, environment, 
status of women, population and science 
and technology Because many ol these 
have become the focus ol mobilisation of 
people acioss class and casu lines in 
recent years, no parly can allord to bo 
uninterested m these issues And vet the 
lad that these concerns (ontinue to he 
dealt with in a piece meal lashion in all 
the manifestos without being integiated 
within an cwcrall dcvelopmcni jxi spec live 
shows that the impact ol the mobilisation 
on these issues is yet to be fell a' 
something calling lot anything more than 
a token response 

Ihe Congicss(l) has perhaps the most 
elaborate statements on these issue. Not 
surprisingly, since it has been in offtcc the 
longest and these are issues which become 
manifest only at the stage ol implemen 
ration Ihe parry manilcsto states for 
instance, that curient laws on cnviionmeiit 
are in lad the doing ol ( oiigress(l) 
governments It calls tor an integrated 
National land Policy Nkhile the mam 
festo mentions pollution control, and 
penalties and liabilites foi coiiipeiisation 
foi pollution, etc, it is at pains to distance 
the environment issue Irom the policy 
of industiiali'ation oi development 
planning 

This IS. ol ..oiirse, the general tiend— 
the Bharatiya Janata Partv(BIP) views the 
earth as 'divine mothci’ and hopes to lor 
mulate a national resource management 
policy, but even though it talks of environ 
nient issues inlliiencing import ol 
teclinologv, etc environment as n matter 
ol policy does not colour ns view of in 
dustnalisation, irrigation, powei or even 
science and iccliiiology All manifestos 
mention the need to dcvcloji ‘appropriate’ 
technology and i iicoiiragc indigenous el 
Ions but none of course defines what is 
‘appropriate lhat no party should even 
mention the need tor developing environ 
ment friendly piocesses oi products c*ven 
while making a big issue ol 'indigtnisa 
lion’ IS indeed revealing It is only the 


National Front manifesto which ac- 
nowledges the need to subject all projects 
(including defence projects) to environ- 
menial renew and clearance Signifi¬ 
cantly, none ol the parties mentions the 
Bhopal disaster in any of then future 
programmes 

Both the BIP and the National I ront 
liavc conscitiuslv separated health and 
population whereas the Congiess(I) con 
tinues to club the two under ‘health and 
family wellart’ But again, it is this party 
which appears tci have a mote coherent 
pc'licv It IS also the only parly which talks 
of special piogrammcs lor children which 
includes components of health care, such 
as nuliiiion (ICI)S) and universal im 
munisation etc Apart trcim the usual 
concern Icii primaiy health care, the party 
apisears to have a new interest— the work 
ini' conditions ol doctors and health 
workers Nor only arc then scivicc con 
diticins to be improved but then woik on 
viionmcnis art to be ‘modernised’ 

I he BIP, ('ti the other hand is the only 
one ol the three which promises a new 
drug policy (although not in so many 
wendsi where the “60,(XX) brand name 
diugs” aic to be Kplaced by ‘ 2S0generic 
formiilatioiis It is also the tsnly one 
which calegoricallv pioimscs a "ban on 
amniocentesis sex determination tests- 
oltcn leading to female t(a.ticidc’’ That an 
issue which has seen large scale mobilisa 
tion shoiilcf have been meiilioned sptci 
fically bv the paitv is an indication of the 
party’s awareness ol the political iinpoi 
tance ol the scciions which have laken up 
such l'■sues 

On women while all the thiee main 
festos make the usual magnanimous pm 
nnscs, llieie is hardly any indication that 
then basic perspectives arc any dillcicnt 
And iiiteresiingly it is only the (on 
giess(l) which promises that the ban on 
“the practice, piopagation, celebration 
and gloiilicaticin ol sati will he fully and 
strictly enlorccd’’ It also prcmuscs a ban 
on the iiideceril ii presentation ol wtimen 
cm posieis advcriisernents, fioardings, etc 

On the whole it would seem that the 
National I loiii inanifesto leflccts neither 
the political aciinii n of those of the other 
two paities nor the sort ol awareness 
which the C ongicss(l) matiricsto displays, 
coming from Ihc party s scats in ollice 
when these issues had necessarily to be 
tackled how,.vci ■.uptilicially 

THIRD WORID Dl B1 

INeed for Joint Action 

AI^RI from the issue of diplomatic pro 
priety of making disparaging remarks 


about the government of \Mest doigat 
while he was its guest in Calcutta, the 
Hungarian president, Arpad Conez’s 
statement that “I have seen the poverty 
and ciowds [of C alcutta] and can feel that 
the communists are here” raises a rather 
simple question—what have the crowds 
got to do with communists^ Aren’t Tbkyoy 
New York and London crowded too, 
without any noticeable presence of the 
communists in any of these mcgalopohses? 

A much mure pertinent question will, 
however, be what about the poverty m«Ml 
Hungary now that Ihc communists have 
been thrown out > Is it on its svay out too? 
fla« the new regime headed by Oonez 
been ahte to initiate a process of liqui¬ 
dating it'^ Unfortunately, not Some 
time ago. (tone/ himsell had told the 
Hungarian parliament that “the threat of 
unemployment is hanging ewer us like a 
black cloud” More, the vocio-economic 
piogrammcs launched bv Ihc posi- 
ccimmumsi government is slated to inten¬ 
sify Ihe popular imseiy, as the president 
himself says “one pail ol Ihc society will 
become disproportionately rich and 
anoihet pan will he disproportionately m 
poor’’ In a year’s ttmc, “there will be one 
million unemployed in a country ol 10 5 
million”, says the scientilic director ol a 
Hungarian rcseaich institute, adding 
tiirihei that '*50 per cent ol them will 
iicnt 1 ht employed again" 

Blisstully ignorani of the real state of 
(joiicr’s own house, some people here 
with leitain antipathies have lapped up his 
digs at the West Bengal communists 
Some have gone even lurthei Holding up 
the tael that Hungary was able to secure 
foreign investments ol } 500 million last 
yeai, it has been suggested (hat India take ^ 
a leal of Hungary’s Inxyk and cultivate the 
Atlantic Bloc by getting iid ol ‘Third 
World neuroses’ But the (act is that at 
$ ',840 Hungary has the highest per capita 
debt in the world and no amount of 
toicign investment is likely to help it get 
free Irom this burden The remedy lies m 
the unity of Ihc world debtors tor getting 
the debt burden reasonably scaled down, 
that IS, closer Third World solidarity 

KASHMIR 

More Repression 

A Correspondent writes: 

THCRL 1 $ not a single sentence one can 
write about state violence and repression 
which has not already been written. Yet 
how does one not write about the sordid 
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foings on in Msnmir wnoc every gnnsuy 
iiKideiit brings promise of worse to come? 
Those who know will not speak and the 
vast majority are kept ignorant about the 
crimes being committed in the name of 
Indian nidionhood and the interests of the 
Indian people. 

On January 30, there was a major clash 
between the security forces and militants 
at Dayalgam in which eight soldiers died. 
As a retaliatory measure, the security 
.^forces dragged out three youth—Abdul 
^hani Shaikh Master, Bashir Ahmed 
Majre and Abdul Rahim Naffar, if it 
means anything to mention their names— 
and beheaded them, leaving their headlc.ss 
bodies by the roadside. 

On the night of February 23-24, a large 
contingent of the security forces numbei- 
ing 800 entered the village of Kunan 
Poshpora, segregated the men-toik and 
then gang-raped the women left behind. 
The district magistrate of Kupwara, in his 
communication to the divisional commis¬ 
sioner, Srinagar, dated March 7, says 23 
women were raped, but according to 
Injustice Mufti Bahauddin Farougui, ^3 
women affirmed before him that they had 
been sexually assaulted. The government, 
showing exemplary alaciity, claimed that 
the allegations were “baseless and 
planted”. This had allegedly been 
established by an inquiry, undertaken b\ 
none other than an army brigadier' 
However, a one-day inquiry conducted by 
the divisional commissionei strongly 
urged an investigation into the allegations 
The veracity of the government’s claim 
has been called into question also by the 
FIR filed on March 8 by the otficer m 
charge of the Tregham police station. 

^ On April 20 during a raid by the seem i- 
ly forces a suspected area commander ol 
a militant outfit, Al Barq, was arrested 
and shot point-blank. Later the same 
evening .seven male members ot a Gujiar 
family—once again, if the names mean 
anything: Abdul Rashid, Mohammed 
Ayub, Gulab Khan, Ismatl Khan, Sad- 
darudin, Khan Wall and Babti Khan— 
who were accused of providing shelter to 
the suspected militants were dragged out 
and shot dead. 

Reports by journalists and inquiries by 
democratic rights organisations confirm 
that there appears to be a deliberate at¬ 
tempt by the security forces to make 
women the primary targets of attack and 
from incident after incident there emerges 
a pattern designed to break the morale of 
the people. The supposed crack-down on 


me miiiianis nas lurneo into a poucy or 
suppression of the entire Kashmiri people, 
it is contended that it is the inadequacies 
of the administration which make it possi¬ 
ble for the militants to gain the upper 
hand and, therefore, that it is only through 
administrative measures, a euphemism for 
actions such as those described above, that 
the state must restore its authority. This 
by and large is the common understanding 
shared among the state lunctionaries, the 
parliamentary political parties of the right 
and left and the government. 

When recently the JKl F and us sup¬ 
porters came out on the streets of towns 
in Kashmir to oppose the Hi/.bul Mujahi¬ 
deen and shouted slogans against it and 
against Pakistan and demanded ‘A/.adr, 
this was taken as a mark of the success 
of the polic 7 followed by the present State 
governor and by implication as justifica¬ 
tion for the kind of repression refeircd to 
above What such wishful thinking ignores 
is that notwithsiaiiding the conllicts 
among the miliiam groups, popular 
aspiiaiions continue lo express themselves 
in favour ol 'A.’adi' fcven the Kashmiri 
Pandits, whose alleged plight moves the 
heart ol every national jingoist. came out 
in fidhampur on Apnl 19 shouting anti- 
Indian and pio-Pakistam slogans. The 
administration had to arrest five of them 
foi ’aiiii-national .iciivines' 


POI n K'S 

BJP ft Appeal 

THi- success ol the West Bengal BJP in 
roping in for its eleeioral campaign im¬ 
portant personalities Irom different walks 
of life, such as a top ranking film stai, 
retired top administrators belonging to the 
IAS and IF^S cadres, well known singers, 
phy.sical culturists, lawyers and so on, is 
something which deserves .sciious notice. 
Despite the fact that the late Shyama- 
piasad Mukhcrji, the Ipunder-president ol 
the old Jana Sangh, is held in high esteem 
by the Bengali Hindu middle class, an 
explicit communalist approach to politics 
has not impressed this class in the past. 
The BJP’s elements of success so far this 
lime do not perhaps indicate a complete 
reversal of this tradition Though ‘Ram 
shila’ and ‘rathayatra’ did undoubtedly 
draw in segments ol the sons of the soil 
in some mofussil areas and large chunks 
of the Hindustani population in the 
Greater Calcutta region, the' recent 
assembly of individuals from the 
sophisticated urban Bengali elite cannot 
be linked to (hose crude gimmicks. 


i Qc mosi imporuun lacior ocnino rnc 
reinforced appeal of the BJP today is the 
widespread perception that it is the only 
political force with some ideological 
commitment—an honour so far exclusive¬ 
ly reserved for the Left. These days the 
communists and their allies are seen— 
rightly or wrongly—as power-.seeker$ (and 
power-brokers) of the garden variety. 
More serious perhaps is the fact that some 
of the BJP’s subtle talking points arc 
beginning to appeal to the Hindu middle 
class psyche. For instance, the so-called 
appeasement of the Muslim minority— 
the Shah Bano case is referred to in this 
connection—the special Constitutional 
provisions for the State of Jammu and 
Kashmir, which are supposed to have 
stimulated and legitimised the separatist 
tendencies of the Kashmiri Muslims, and 
so on. The BJP’s cry ‘say with pride I am 
a Hindu’ also is striking a responsive 
chord in many minds. 

As against all this, the Left Front cam¬ 
paign does not generally go beyond the 
BJP’s culpability in the communal car¬ 
nages in different regions. Thif may 
succeed m pari lally dampening the exp'icit 
enthusiasm ot BJP supporters but lails to 
counteract the communal venom injected 
in their mind. 

The BJP may not after all make much 
electoral impact this time, but its image 
as a principled (ideological) force and its 
message as a champion of consistent 
dcniociacy and age-old Indian culture will 
remain a force to contend with, unless the 
true character ol the party is effectively 
exposed 

SOVILT UNION 

PoHtiral Use of 
Miners' Strike 

THE strike by Soviet coal miners, which 
commenced in early March, comes at a 
time when the Soviet government is pre¬ 
occupied with political problems. The 
pciennially recalcitrant Boris Yeltsin, 
manoeuvring within the Russian parlia¬ 
ment, has obtained extraordinary powers 
of the kind that Gorbachev has been able 
to extract from the Soviet parliament, 
giving rise to the possibility of an intrac¬ 
table war of decrees. Meanwhile, the 
republics have become increasingly restive 
for independence and the result of the 
recent referendum has done little to dispel 
the threat. In addition, hardliners in the 
party have stepped up their efforts to seek 
not Gorbachev's ouster but his contt- 
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nuance in office under their control. The 
government’s attitude to the strike has, 
naturally enough, varied according to its 
own situation. 

Strike action was initiated in early 
March in the main government-owned 
coal basins of Donbas in the Ukraine and 
Kuzbas in western Siberia. Co-ordinated 
by the 80,000-mcmber Independent 
Miners Union representing more than 200 
mines, the strike spread to Vorkuta and 
Inta in the Arctic Circle and Karaganda 
in Kazakhstan. Towards the end of Match 
It was being claimed by the National 
Strike Co-ordinating Committee that 
3,00,000 miners fiom 165 pits were involv¬ 
ed in the strike with five of 10 mines m 
the (Chelyabinsk region in the Urals also 
having joined in. In Kuzbas SI mines and 
in Donbas 58 of 122 mines were par¬ 
ticipants. The government, however, 
claimed a far smaller figure. 

in the initial days of the strike the 
miners’ economic demands were confined 
to a 100 to 150 per cent increases in wages 
and pension after 25 years of work 
underground, while their main political 
demand was the resignation of Gorbachev. 
By the end of March the strike co¬ 
ordination committee had laid down four 
ba.sic demands —resignation of Gorbachev, 
dissolution of the congress of peoples’ 
deputies, re.signaiion of the Soviet govern¬ 
ment and transfer ol supreme power to a 
federation council of republican presi¬ 
dents and conclusion of a new wage agree¬ 
ment for miners and all other industries 
where workers so demanded 

This sudden enlargement of the scope 
of the miners’ demands is not difficult to 
fathom. Firstly, miners leceive ai least 100 
roubles more in monthly wages than the 
average worker in the Soviet Union. Fur¬ 
ther, there was the government’s insistence 
that agricultural production was being af¬ 
fected because of disturbances in coal 
supply. A demand for only a wage in¬ 
crease, in the circumstances, may have 
evoked little sympathy from the working 
class'in general. This also explains the 
committee’s demand for wage settlements 
with all workers. 

While the economic ploy did meet with 
some success with expressions of solidari¬ 
ty coming from steel, rail and aviation 
workers, the attempt to gain political 
support would appear to have failed. 
While Yeltsin was prompt in responding 
to the situation and projected him.self as 
the spearhead of democratic groups, 
republican nationalists and the striking 


miners, the government’s initial indit- 
ference gave way to a shrill hardline. Prime 
minister Valeniin Pavlov dismissed Che 
strikers’ demands as unjustified in the 
light ol current mining productivity 
and the overall economic situation, claim¬ 
ing a 5 pel cent drop in productivity 
throughout the economy and a decline of 
75 million tonnes in production in the past 
three years. Deputy prime minister lev 
Ryabes' asserted that the government was 
bound by new labour legislation not to 
negotiate with striking workers in the' 
energy .sector, while labour mini.ster 
Vladimir Scherbakov argued that the 
miners’ demands could noi be met since, 
if they were, oil and metallurgical workers 
would make similar demands next. 

However, as the effects of the strike 
began to tell, the government softened its 
stand. Three weeks into the strike, daily 
coal supply was down to 2,20,000 tonnes 
against the required 3,40,000 tonnes, 
leading to fears of widespread industrial 
closures, following talks between the 
government and miners’ representatives, 
an agreement was reached hiking wages 
by 25 per cent every three months for a 
vear from this April in leturn for an 
increase in production from the current 
703 million tonnes a year to 711 million 
tonnes over 12 months. Strike committees 
in Kuzbas, Donbas and Vorkuta, however, 
lejcctcd the seillcment and reiterated the 
political demands and this is where they 
appear to have tailed. The government in 
response spoke of a moratorium on strikes 
(ill ihc end ol the year and of Ihe need 
(or a nation w ide emergency to deal with 
the strike since ii would lead lo the 
breakdown of the entire metallurgical 
industry. Pavlov, presenting an aiUi-cnsis 
programme to parliament, sought sanc¬ 
tion for use of slate coercion to break 
strikes. 

Its adverse economic conscquence.s not¬ 
withstanding, those contending for power 
seem lo have put the strike to good 
political asc. If ceaseless talk of crisis, par¬ 
ticularly one initiated by Ihe working 
class, was u.sed by the Centre to get rivals 
for power to compromise, tor Yeltsin 
championing the mineis,’ cause was 
equally an attempt to get the Centre to 
negotiate with him. Gorbachev managed 
to beat back hardline opposition in the 
party and worked out an agreement with 
Yeltsin and eight other republics’ leaders 
offering to review the steep hike in prices 
of lood and consumer goods. They in turn 
appealed to the miners to resume produc¬ 
tion and make op losses. 


TWENTY YEARS AGO 

EPW, May I, 1971 

The long expected demarche in Sino- 
American relations has taken place in the 
theatrical guise of a warm ofricial 
welcome lo US table tennis players in 
Peking. I here might be many strands in 
Peking’s reasoning leading up to the par¬ 
ticular timing of this dramatic gesture of 
bonhomie. Among these strands, Ihe 
thought of helping the growth of the 
anti-war inovemcni in the United States^ 
and possibly making some impact on the 
presidential election m 1972, by lessen¬ 
ing Sino-American tensions and allaying 
the usual US fears ol Chinese expan¬ 
sionism, could not have been missed in 
Peking. This gesture might also have 
been accelerated by the ignominious 
defeat of the U.S-inspired South Viet¬ 
namese invasion of l.aos. Coming so 
soon alter the North Vietnamese victory 
in Laos, the Chinese overture could noi 
have been mi.sconsirued by Hanoi as a 
sign of Peking edging out of a difncull 
situation in South-Fast Asia. Additional¬ 
ly, American war weariness could be ac- 
a'ntuatcd by coupling the well-publicised 
rout in i^aos with a show of sweet 
reasonableness by China 

★ ‘A 

Suiric State governments are always 
qutckei than others at identifying their 
travails and playing them up appropriate¬ 
ly Prominent in this category is the 
government of Tamil Nadu. Their latest 
(publicised) difficulty lies in the 'green 
revoluiicMi’ area. According to a Press 
report, the agricultural plan of the Slate 
for the current yeai is in danger of 
failure, ['he reason is familiar—a shor¬ 
tage of fund. . Lvei since the Gadgil 
Report sanctified it with undue em¬ 
phasis, the concept of the ’credit gap’ has ^ 
been much bandied about. What is fre¬ 
quently forgotten is that there hardly 
exists an area in a .scarcity economy such 
as ours where a ’credit gap' does not exist 
or cannot be identified or even roughly 
quantified. In launching on specific pro¬ 
grammes, it is surely more important to 
consider what is feasible, rather than base 
action on near-miraculous fulfilment of 
extravagant expectations 

Since the nationalisation of Ihe major 
commercial banks, banks have come to 
be viewed as a limitless source of funds 
for all ‘productive’ ends, in actuality, 
bank credit is a scarce resource; and while 
its present distribution does not perhaps 
follow any principle of optimisatioBof 
economic or social benefit, fuither 
distortion of the pattern of regional 
distribution of credit in favour of the 
more affluent Slates will have adverse 
political overtones. 
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COMPANIES 


Improved Profitability 


Kuniarati Pola 

HYDERABAD INDUSTRIES’ sales 
showed a 16 pei cent increase on annualts 
ed basis during the year ended Match 11, 
1990 to Rs 107 54 crore Through tight 
control on costs, the company managed 
to bring down the expenses to sales ratio 
from 1094 in 1988-89 to 0911 in 1989-90 
Raw materials cost showed a 20 per cent 
rise whereas the spurt in employees cost 
was lower at 9 per cent, both on annualis 
ed basis Other expenses showed a 
nominal decline by I per cent All these 
helped in increasing operating profits bs 
41 per cent ol Rs 11 88 crore and net pro 
lits by 48 per cent to Rs 7 17 crore 
During the year under review, produc 
tion ot asbestos cement products was 2 80 
lakh tonnes as against 2 74 lakh tonnes 
on an annualised basis during the pre 
ceding period The production of mill 
board, moulded thcimal insulation ar 
tides, lointings and thermal insulation 
products (lefractories) was saiistactory 

The Companira 


The company achieved a handsome im 
provement in the profitability ratios dur 
ing the year The overall return on invest 
ment moved up from 515 per cent on 
annualised basis in 1988 89 to 7 61 per 
cent III the latest year An improvement 
m the assets utilisation ratio from 0 96 in 

1988 89 to 111 in the latest year along with 
a spun in the net profit margin on sales 
Irom 5 15 per tent to 6 85 per cent jointly 
brought about ihi above lesult At the 
same time, the coinpanv achieved for the 
shareholders a higher return on owners’ 
equity at I110 during the year compared 
to 9 99 per cent on annualised basis 
during the preceding period 

I he capital striii tiite got fui ther tilted 
towards equity during the year as reflected 
in the debt/cquitv ratio of 014 1 in 

1989 90 as against 0 26 1 in the preceding 
year A corollary to this was the spurt in 
the inteiest covcracc ratio Irom 4 11 to 
7 67 1 Ik change in the capital structure 


was brought about by sumptuous plough 
back ol prolits to reserves and surpluses 
component of owners’ equity compared 
to a sulKlucd burrowing programme 
during the year 1 he company experienced 
some pressure on the working capital 
position There was some .iccumulation 
ol inventories which was more than offset 
by the decreases in lecctvablt > and cash 
and bank balances Therefore despite a 
lall, though nominal, by Rs 0 15 crore in 
current liabilities and pros isioris, the cur 
rent ratio declined lioin I 78 in 1988 89 
to 1 67 in the preceding vear 

An amount ol Rs 16 70 ciore was raised 
and used during the year as evident in the 
balance shert changes 1 he following were 
the sources of liinds during the year in 
creases in share capital Rs 0 11 crore on 
account ol the capitalisaiion of reserves 
lot the i>sue of bonus shaits, in reserves 
and surpluses Rs 5 18 ciotc on account ol 
the transfer ol prolits to reserves and in 
short term borrowings Rs I 54 crore m 
view ol the non convcitibic debentures 
maturing in 1990 Decreases to th. tune 
ol Rs 5 21 1 rorc in receivables and Rs 4 42 
crore in cash and bank balances wi ic the 
remaining sources of binds during the 
year The cunipatiy usmI tin funds to 
deciease the current liabilities and provi 
sions by Rs 0 15 crore and to reduce long¬ 
term botiowing^ bv Rs 7 05 crore The 
balance funds were used lor investment in 
various assets 1 he m t fixed assets ol the 
company increased by Rs 2 14 crore on 
account of the additions to plant and 
machinery and buildings Similarly, there 
was an incicasc in invcntoiics ot stores 
and spares law niatcrials and components 
and matciials putchiscd fur sale by 
Rs 4 98 crore duimg the year The remain 
ing uses ol funds consisted of the in 
creases in nnsccllantous current assets 
Rs 0 55 ciort in investments on accevunt 
ol jiurchasc ot shares ot India (.lypsutn 
Rs I 45 croie and in intangible assets 
representing technical know how expenses 
Rs 0 2t) ctoit 

Iht coinpanv agiicd a incmoia’iduniof 
undcistaiidini. fo' Soviet tet hnical know 
how and a sictance lor the mamifaclure 
ol cMrivtion handling and sampling 
cqiiipnicn and systems lor ore and 
iniiicrals including coal 

M/AM SUC.AR lAC IDRV 

('ane Shortatfe Eases 

M/AM SlUiAR lAC TDRV achieved a 
38 per cent growth in sales on annualised 
basis to Rs 76 64 crore during the year 
ended Match 31, 1990 In view of the 
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(tepec^ 'tales ratio coining down 
drastically from 1:1 in 1988-89 to 0.93:1 
in 1989-90, the company could make a 
turnaround in profits. The directors were 
happy to record that for the first time in 
about 10 years the company had made 
profits. The high-water mark of the com¬ 
pany's performance in the last three years 
was the improvement in capacity utilisa- 
tbn from about 60 per cent to around 90 
per cent in the sugar units. A well design¬ 
ed incentive programme for sugarcane 
cultivation and supply and for the pro¬ 
pagation of high sucrose varieties has 
secured good results. 

Cane shortage which had bedevilled the 
company for years disappeared and Che 
quantity of sugarcane crushed increased 
by two lakh tonnes or more m each of the 
last three years. The distilleries performed 
well and earned profits. Apart from ex¬ 
tending incentives on its own, the com¬ 
pany provided loans to the farmers under 
the Sugar Development Fund of the 
government of India. The company crush¬ 
ed 13.74 lakh tonnes of sugarcane during 
the year as against 11.50 lakh tonnes in 
the preceding year. The production of 
sugar reached 13.49 lakh quintals during 
the year, up from 11.28 lakh quintals 
during the preceding year. The company 
achieved a sugar recovery ol 9.79 per cent 
in 1989-90 compared to 9.81 per cent in 
the preceding year. 

During 1989-90, the operating profits 
of the company quadrupled to Rs 7.18 
crore from Rs 1.86 crore and the net loss 
of Rs 1.79 crore was convei ted into a net 
profit of Rs 3.93 crore. The overall return 
on inve.stment improved to a positive 4.46 
per cent from a negative 1.74 per cent in 
the preceding year. The factors which led 
to this improvement are a higher assets 
utilisation ratio of 0.87:1 in 1989-90 as 
compared Vo 0.81:1 m the preceding year 
and a positive net profit margin of 5.13 
per cent as against a negative 2.16 per cent 
in the preceding year. The return on 
owners’ equity improved to 23.45 per cent 
during 1989-90 from a negative 9.82 per 
cent in the preceding year. 

With the retained earnings strengthen¬ 
ing the equity base, the company’s capital 
structure reflected a towei debt/equity 
ratio of 2.51:1 compared to 2.65:1 in the 
preceding year. This partly explained the 
spurt in the interest coverage ratio fiom 
0.51 times in 1988-89 to 2.39 times. Along 
with a balanced capital structure, the com¬ 
pany experienced a bettei working capital 
position too. The current ratio improved 
from 2.17 in 1988-89 to 2.39 in the latest 
year. However, on closei analysis one 
could see that this was on account of huge 
build-up of finished goods inventories. 

The balance-sheet changes showed a 
funds-flow of Rs 19.42 crore. The sources 


Of funds consisted of increases in various 
items on the liabilities side of the balance- 
sheet: increase in share capital 1.0Q 
' crore which represmited the amount drawn 
by the company on capital account as 
equity from the government of Andhra 
Pradesh for the establishment of a 
distillery unit at Medak, in reserves and 
surpluses Rs 3.61 crore on account of the 
ploughback of profits of 1989-90, in cur¬ 
rent liabilities and provisions Rs 5.00 crore 
on aaount of the accumulation of sundry 
creditors, in short-term borrowings 
Rs 8.02 crore by way of additional bank 
overdrafts, etc, and in long-term borrow¬ 
ings Rs 1.79 crore by way of term loans 
from institutions and banks. The largest 
share of over 66 per cent of the funds rais¬ 
ed during the year was absorbed by rise 
in inventory, Rs 12.92 crore. The balance 
funds were used to increase net fixed 
assets by Rs 2.06 crore for additions to 
land, buildings and plant and machinery, 
receivables by Rs 0.98 crore, cash and 
bank balances by Rs 0.64 crore, miscel¬ 
laneous current assets by Rs 2.63 crore 
representing Joans and incentives to sugar¬ 
cane glowers and finally investments in 
company shares Rs 0.21 crore. 

DALMIA CEMfNT (BHARAT) 

Focus on Energy 
Conservation 

DALMIA CFMENT (BHARAT) record¬ 
ed a moderate increase of 9 per cent in 
sales during the year ended March 31, 
1991. As there was no major increase in 
costs, except employees cost which spurted 
by a substantial 46 per cent, the operating 
profits were up by 5 per cent and net pro¬ 


fit! Dy 17 per cent mmiig tne ywr. ine 
expenses to sates ratio renuined iteady ■! 
0.91:1 in both the years. As a measure of 
cost reduction and conservation of energy, 
the company commissioned the shp power 
recovery system. The ‘O' Sepa High Effi¬ 
ciency Separator for cement mills was 
installed and an order was placed for kiln 
supervisory control system for commis¬ 
sioning in 1990-91. 

Clinker production was lower at 6.01 
lakh tonnes during 1989-90 compared to 
6.65 lakh tonnes in the preceding year and 
cement production was 6.63 lakh tonne^ 
against 6.76 lakh tonnes. The production 
of dead burnt magnesite increased to 
41,000 tonnes from 39,000 tonnes in the 
preceding year and that of iron ore to 
141,000 from 132,000 tonnes. 

The company achieved an improvement 
in the overall return on investment from 
2.03 per cent in 1988-89 to 2.32 per cent 
in 1989-90. It improved its assets utilisa¬ 
tion ratio from 0.54:1 to 0.58:1 and the net 
profit margin from 3.74 per cent to 4.02 
per cent which jointly pushed up the 
overall return on investment. There was 
a nominal rise in the return on owners' 
equity from 4.76 per cent to 4.93 per cent. 
The debt/equity ratio declined from 0.99:1 * 
in 1988-89 to 0.84:1 in the latest year. This 
change in the capital structure of the com¬ 
pany resulted from additions to reserves 
and surpluses during the year when there 
was a net reduction in boitowed capital. 
This got reflected in a higher interest 
coverage ratio of 1.65 times in 1989-90 
compared to 1.49 times in the preceding 
year. The higher current ratio of 2.44 in 
1989-90 compared to 2.09 in the preceding 
yeai was reficclive of an improved woik- 
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ing ctptt^ position, tliis was accounted 
for by a low growth in accounts payable 
accompanied by a high accumulation of 
accounts receivables waiting for 
collection 

The iunds-flow during the year amoun¬ 
ted to Rs n 58 ciore The souices were in¬ 
creases in reserves and surpluses Rs 7 47 
croie and in long-term borrowings Rs 213 
crore and decreases in inventories Rs I 40 
crore and in investments Rs 2 58 crore 


Tile company took rupee term loans from 
the financial institutions. The reduction 
in investments was due to the sale of UTI 
units The funds were utilised during the 
year to decrease current habibties and pro¬ 
visions by Rs 1 67 crore and short-term 
borrowings by Rs 4 71 crore and to in¬ 
crease net fixed assets by Rs 2 64 crore, 
receivables by Rs 3 38 crore, miscellaneous 
current assets by Rs 117 crore and cash 
and bank balances by a nominal Rs 0 01 


crore. The compai^ repaid part of the 
cash credit from banks The addiuons in 
fixed assets were maidly in the form of 
machinery and electrical installations. 

The company has on hand a joint 
venture project with the Industrial Pro¬ 
motion and Investment Corporation of 
Orissa for the manufacture of one lakh 
tonnes of pig iron per annum The techno- 
economic feasibility report is under 
preparation 


I IN IHf CAPIlAl MARKET 


Krone Communicationb 

KRONL ( OMMUSKAHOSS promo 
ted bv krone AG ot West Cieiinan> and 
Karnataka Stale Llcctroiiiss C orporalion 
and M 1 Ihukral and Associates, will 
enter the capital market on May 9 with 
a public issue ol 13 20 lakh eqtiiiv shares 
of Rs 10 cacti at par The I'vui is being 
made lo part tinamc ihc company s 
Rs 11 crore project lor ihc manufacture 
of telephone conncctcrrs including back 
panel c onncv tor and n lalcd prcxiucis loi 
usl m ti l(.,i>tninii ik iiion uciMoik and 
((iniiri(i,.i'il ind mdi trial systems 
krone ( onnii in cat on vvtnt inio pro 
d iv'to I III (> ioIm IWr i| in.rnut.ulure'' 
kiom cable tonricction 

svstc’ii I r I It iriiiKt reliable and 
comp I t III ’ il 'I term laiinr tele 
phone , ibli ' ill It It (itnmun>c ition 
table nc'wt t I he ((tojee'has been set 
upiiitcchiii <1 in f tin ti ci.ti tullahoia 
iionvtiit it' t tiirttiinis pa ii ipa 
tiDii bv kioiu \Ci Wt t (icrm<iiiv It in 
volves tin II I 1 1 iniporud plant .tnd 
tnavhinciv sn h as (. NC moulding 
niathiin iinttiori tiit uldinc tools 
pctialisidpi s, tool andasamblv |ig 
lo lilt I laiuiliiiiiicot rht t.dblc connee 
tioii ysiiiiis K'om (ommunications 
Will nsi jnliiibasid plasties hki ABS 
I pla tics polybuiyl icicphihalaic iin 
satuiaicd | tlvistcr rtopylctic and 
ptilvptopvltik krone A(i is engautd m 
(ht niallUnKlUlc ol a wide lailgl 1)1 
'clccoinnitimca'ioii pioduets like coppei 
and tibii optic tiansini.sion systems Iht 
CO pninioii .1 kainatak.) Stale f lecironics 
Oevciopnicnl Coipoulion was .ct up to 
promote the cUclionics industry iii 
Karnataka Krone ( omniunicdiions has 
piojcclcd a good market (or us products 
m view 1 1 liu plans of the dcpartmcni 
ol iciccommumcations lo install live 
million additional lelcphont lines by 
I99S and 20 million by the yeai 2000 

Tamilnadii Telecom 

TAMIIN4D(I imCOMMVNICA 
TIONS, promoted by Tainilnadu Indus 
trial Devciopmeni C orporalion (11 DC O) 
and lelciommunications ( onsulianis 
India (K Ii) one a State and the olhci 


a Central government undertaking, will 
enter the capital market on May 9 with 
a public issue of 44 63,500 equity shares 
of Rs 10 each at pai The issue is being 
made to part finance the setting up ol 
a Rs 28 7 crore protect for the manufac 
lure of polyethylene insulated jcllv filled 
telecommunication cables 1 he plant, to 
be located at Arkonam in Tamil Nadu, 
will have a capacitv to manufacture 6 25 
laxh core km per annum The project is 
being set up in colldboiation with the 
E isex Ciroup, USA The promoters ex 
pcct to commence commercial produc 
tior, by the third qaariei of 1991 They 
have given an assurance of exporting 
cable' worth Rs 22 8 crore during a 
three veai penod The prospects foi jelly 
filled telephone cables (IITC) are good 
in sicss ol the decision ol the dep.inment 
ol telecommunications (E)ol) to convert 
all the existing telephone tines gradually 
to if K According to the pcispectivc 
plan of DoT during 1990 9S more than 
live million additional telephone lines 
will be installed which will require 700 
lakh core km oNlK TIEXO, theco 
pitiniotei has been in operation since 
1%^ and has piomoied various in 
dustries m famil Nadu It assisted 56 pro 
jeets with a total outlay ot Rs 1.200 crore 
TC If set up in 1V78 under the depart 
meni of communications piovides con 
sultancs and related services in the field 
of lelecommunications both in India and 
ahioad li executes turnkey piojocts 
abro,id and also exports lelecommunica 
non equipment 

Polymechplast 

Maohineb 

poiyMicHPi isr MA(ni\r\ 
IPMII an existing profit making, 
Baroda based i ompans, is planning to 
cntei the capital market to part finance 
Its expansion project to manufaclure high 
capacity injection moulding machines 
lor export and the local market The pio 
lect will be pul up at Savli, neai Baroda, 
at a total capital cost cit Rs 9 SO croie in 
the liisi phase PMl is a member of the 
13 yeai old reputed PI isiico group of in 
dustnesand is picscntly manufactuiing 


injection moulding and blow moulding 
machines under the brand name of 
'Goldcoin' PMl has the distinction of 
being the onlv successful manufaclurer 
of double colour, marble effect, injection 
moulding machines in India—till date 
It has earned a distinct reputation as a 
leading sersice-onented manufacturer of 
economical, high specd,.encigy-efricienl, 
computer controlled machines At pre 
sent PML is exporting lo USSR, Africa, 
Bangladesh, etc F xport enquiries worth 
Rs 36 crore for deliveries up lo 1993 are 
in hand and are in an advanced stage of 
negotiation PMl is planning to expand 
Its product range and include injectioi 
blow moulding machines, reaction injec¬ 
tion moulding machines, stretch blow 
moulding machines, etc, for both import 
substitutions as well as export Acconfing 
to K R Bhusa, the managing director, this 
will be the first of the group’s three 
prestigious projects to enter the capital 
market Project management and mer 
chant banking consultancy is being pro¬ 
vided by VMC Project fechnologies, 
Baroda 


Do-Max Steel 

DO-MAX STEtL is selling up a modern 
30,000 tpa capacity steel plan! near 
Baioda in the bai kwanf notified area of 
GIOC at Waghodia According lo the 
managing director, HP Ralhan, this pro 
jeet will use the latest US induction stcrel 
melting technology using cneigy 
elluient, cost efteciise production 
methods supplementc’d by latest quality 
control equipment and material handling 
systems The company will manufaclure 
impoit substitute alloy steel loi special 
application in core sectois Ihe total 
capital outlay on the piojecl is Rs 595 
crore which will be part financed by 
equity capital issue for whu h the com 
pans will beenteting capital market very 
sliortlv r he lead managers to the issue 
will be the Merchant Banking Division 
of VMC Project fechnologies, Baroda 
1 he project is in an advanced stage of 
iinpiemeniaiion and Ihe group has 
ambitious plans of both forward and 
backward integration 
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Calcutta Uiary 
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By all means let us look forward to the prospect of a hung 
parliament and that of, once more, a severely weak regime in New 
Delhi. What is rack and ruin for the bandmasters in New Delhi 
need not be rack and ruin for the vast majority constituting the 
nation's poor and middle classes. 


II IS an aliogcthcr new developtneni, 
mobilising international loan-giving agen¬ 
cies for electoral campaign within the coun¬ 
try Rcpoitv careluily slanted, are carefully 
planted in the newspapers. The sources are 
supposed to be highly placed government 
officials ‘interacting' with these external 
institutioins It is of course quite conceivable 
that there is in fact no such ‘interaction’ and 
no civil servants briefing the press. Some 
straightforward fiction is being attempted 
One or two individual members, who have 
then connections with the media and who 
cannot wait to sec the politicians of their 
choice return to the seat of power, are prac¬ 
tising a piece of blackmail on the electorate; 
unless you vote right, unless you vole for a 
.stable single-party regime—you know which 
one—credit-giving institutions such as the 
International Monetary Fund and the World 
Bank would stay away and offer no loans 
to bail US out. Oui credit rating in the inter¬ 
national money market too, the voters are 
being warned, depends upon how voters 
exercise their suffrage. The Cabots have 
spoken to the Lxidges, and the Ixidges have 
duly communicated the confidential infor¬ 
mation to God. Should there be no stable 
regime in New Delhi following the elections, 
busybodies in the international financial 
institutions have allegedly told our officials, 
prospects of steering the economy out ol the 
present crisis would, according to then 
judgment, be bleak. The reasons are not tar 
to seek. Whoever fotm the govcrnmeni 
would have to opt foi a long-term policy of 
thoroughgoing struciuial refurms and in¬ 
itiate a .series of stern measures to enable 
the economy become more competitive; 
measures of this sort could by implication 
be taken on hand only by a strong ad¬ 
ministration Foicign crcdit-gising agencies, 
as per stones as floated m the newspapers, 
are disgusted by the goiiigs-on m the coun- 
tiy since November I9K9. two minoiity 
govcrnmciiis, piecanoiisly perched on out¬ 
side suppoit, wcie iiK.ipable of taking any 
mapir economic dc\i,ioiis The conse¬ 
quences wcie, in ihe vic'w of unnerved 
spokespersons oi the I und, the Bank and 
the .-Nsian Development Bank, disastrous 
Such die also the viewv ol lunctionaries of 
Amei lean and lapanese i redii-rating agen¬ 
cies, .should no sijible eovernment emerge 
aftei the elections, they have reportedly 
warned North Block, India's rank in then 
scales might diop luithei 

I he message intended lor the docile voters 
could not h.ne been more explicitly staled. 


vote the way foreigners want you to vote, 
otherwise you face rum and perdition. There 
IS as yet no guarantee that Ihe ploy will work. 
The Indian electorate may yet spring a sur¬ 
prise on Ihe partisan journalists itching to 
sell the country down the drain, and on 
faceless civil servants whose minds travel 
along the same wavelength as that of these 
presswallas Consider the ingredients of 
what is described as ground reality. The 
majority of Ihe electors, pool and hard-up, 
beyond measure, are not greatly concerned 
wfieiher thcic is or i.s not enough foreign 
exchange in the kitty, even assuming there 
IS not, what grave re-ordering in their stan¬ 
dard of living would be called for by that 
supposedly indcscribahle calamity befalling 
the nation? Fven without foreign exchange, 
life for the nation's poor would remain about 
the same, they have been exploited and 
deprived systematically in the course ol the 
past lorty-four years, they would, according 
to all indications, continue to be so deprived 

II anything, in case they make the blunder 
ol giving a clear majority to a political par 
ly, an arrangement a group of journalists 
prefer, a group ol officials prefer and so loo 
toreigri credit-giving institutions, the govern¬ 
ment foimed by the party is unlikely to allow 
any growth under its feet and would im¬ 
mediately accept, lock, stock and barrel, the 
Stabilisation programme made ready by 
these foreign institutions and ‘friendly’ 
luieign governments patronised by the lat¬ 
ter. Such a programme would drive the na¬ 
tion’s poor further against the wall. The 
details of the stabilisation programme follow 
ccitain standard spccincatlons which have 
been applied in the case of other countries 
and are therefore well known; they are 
intensely class biased It is a dicey situation, 
the millions of the nation’s undei-privileged 
may still not vote according to the wishes 
of journalists who write to older and com¬ 
mitted civil servants who consider it then 
first duty to advance the cause of toieigii 
ciedii-disposing agencies. Were the nation's 
poor even marginally concerned .ibout flow 
to protivl their own class interests, their vote 
would straightaway be cast in favour of a 
sliaky, wobbly, unstable regime A weak 
government, the outcome of a hung parlia¬ 
ment. would be in no position to initiate 
‘strong’ economit measures, however much 
civil servants and loteigners cry loi such 
measutes to be in Hurrah and hallelujah, 
with a sliakv, ramshackle govcinmeni in siiu 

III New Delhi, Ihe poor and the middle 
classes would lor the present at least be 


spared the fate of further immiserintion., 

That apart, and the cheek of foreign 
institutions to try to interfere in our domestic 
political process apart, what abpot the 
underlying economic assumptions on tire 
basis of which these outsiders reach their 
conclusions? The crisis currently engulfing 
the Indian economy has absolutely no causal 
link with the nature of regimes presiding 
over the government of India during the past 
eighteen months. The crisis is. on the other 
hand, the legacy of the party that ruled the 
roast throughout the 1980s. The government 
set up by this party was, by all definitions, 
strong, it was presided over first by the for¬ 
midable mother and, after her assassination, 
by the always-unsure-of-himself-and-for- 
jolly-good-reason son who was wont to ac¬ 
cept whatever outside advice was forthcom¬ 
ing t'rom whichever quarter, as long as such 
advice was coated witfi the veneer of super¬ 
ficial smartness. Notwithstanding its 
strength and stability, or preci.vely because 
of Its strength and stability, with none in a 
position to challenge it, this government 
blindly and obediently followed the line laid 
down by foreign credit-giving institutions. 
The economy opened up as per instructions 
icccivcd. Unbridled imports took place of 
capital goods, of a very wide range of inputs 
and components, and even of luxury con¬ 
sumer goods in both ckd and non-ckd con¬ 
ditions. The foreign credit-giving institutions 
were never satisfied; they urged even further 
liberalisation. Those in charge of the govern¬ 
ment in New Delhi during the most part of 
Ihe pa.st decade immediately compli^. The 
aid-providing institutions have kept behaving 
in the mamici of Oliver IWists, they have 
persisted with their demand for more and 
moic concessions for foreign investors and 
purchasers, they have also persisted with the 
othei demand, namely, the depreciation of 
the rupee being rendered into a continuous, 
unintcriupled exercise. The arcadia foreign 
aid-disbursing institutions promi.sed against 
suvh steps did not come about. Exports 
failed to pick up, at least they failed to scale 
the heights they were assumed to scale as a 
matter of course The fltiw of foreign private 
investment did not improve. Remittances by 
Indians resident overseas tapered off. 
Nothing else mentioned in the blueprints of 
the World Bank and the IMF came to life; 
only imports soared. Strains in the balance 
ol payments got aggravated. Totally un¬ 
deterred by the development, and advised 
once more by the same set of foreigners as 
did service previously, the government went 
on a binge of borrowing short-term funds 
at outrageously exorbitant terms and con¬ 
ditions. As if It was all a lark; the process 
of adding to the country’s indebtedness con¬ 
tinued, with a frightening mindlessness, for 
months on. The debt service burden as a 
result spilled beyond the conventional safe 
limit denned by the foreign credit-disbursing 
agencies themselves. These agencies did not 
bother lO warn the stable government that 
was there m New Delhi to temporise On the 
conirary, they urged Ihe government of India 
to liberalise further, to import even mote, to 
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lepreciate the rapee Aiither Since such 
tremendous stress is l«d these days on the 
loncept and content of accounuhihty, can 
the foreign aid-dksbursing agenaes therefore 
Kcape the responsibility for the country’s 
picsent economic mess, are not they co¬ 
authors of this mess'' The two minority 
iovemnieiits, one following the other, in the 
past war and a half were left to deal with 
the consequences of this mess Irue, the 
National Front government, which lasted for 
liarely eleven months, did not exactly cover 
Itself with glory while coping with the dif 
ficulties encountered It had conceivably 
iome built in inhibitions us leader and 
Siime minister was al least for half the time; 
linance minister of the previous regime too 
fie, not unnaturally was a victim of am 
pivalence The finance minister in his 
government was not much of a help either 
He was well meaning in his own manner, 
9ut, not having any political base ot his own 
worth the name could contribute little to 
Jear the fog of indecistveness which had 
icttled in in the proxinmy of the prime 
mmistei’s office I he moment it was install 
hI in office, tfu National rroiii government 
ihould have stopped listening to the advice 
rif the toicign aid providing institutions and 
!hat of otficidls favcmred by rhe latter It is 
i considc rahlc tragedy lha' it did nothing 
.>f the kind ' lie tragedv has afflicted the 
.lation not the linign credit dispensing 
igtncics though thev had no leason to 
.ornplaiii this have succeeded in pushing 
:ht I ounirv and its government into an im 
possible loriur Was not that what was in 
lindc*’ V icgatds the successor regime 
which currciiil) c miiniic on a caretaker 
sasi apain forcijii nsiitiiiions hold it on 
he iighte t leash It is a tact that this 
areiakii go\t nrnent was unable to inmate 
laishcr fiscal nd monetaiy measures and 
Tailed to present a regular budget which 
:ouId have sptihd out thwsc measures But 
hat was bee iiise the political partv presiding 
mi the geiveinmem throughout the eighties 
which lent pailiamtntarv support from out 
.idi to this minority fovernment did not 
aiit to set these things on the anvil The 
'orcigncis desperately anxious to take over 
India should the relore address their grouses 
oward the direction oi this political party 

So the Indian electorate be belter not in 
iimidated it better not ly* served with grossly 
tainted economic and political analysis 
Either In any event what is rack and rum 
for the bandmasters in New Delhi need noi 
be rack and turn foi the vast majority con 
stitutmy the nation’s pooi and middle 
classes Suppose another wobbly govern 
mem is installed in New Delhi in the first 
week ol lune, and suppose it proves 
hofitiessly incapable of putting through a 
structural adjustment programme which is 
to the liking o’ the World Bank and the 
fund Suppose as a result no fresh foreign 
funds of anv substantial ordei are forthcom 
ing and our government is compelled to 
default on us exiernat payment obligations 
I hi Bank and the Fund would then have to 
oilow the rule book and choke off the 


meagre credit itiB flowing into India. Tlie 
country’s credit rating too would then drop 
to zero in Western money markets, and, in 
addition, whatever little private foreign 
investment was making a hesitant habitat of 
India, would fly away All this would 
without question amount to a major 
catastrophe from the point of view of the 
smart set in New Delhi and Bombay speak 
ing the public school patois lhli^ some 
more industrial units would face closure; and 
be compelled to lay off a few more 
thousands of workers But look to the other 
side of the coin The country would more 
or less have to do without foreign exchange 
It would be foKed to abandon economic 
liberalisation, and to return to the discipline 
of strictest import control There would be 


no escape from und^^i^ draatic struc- 
tnral reforms in the economy m tlwse cir¬ 
cumstances too But, mercthilly, the burden 
of these reforms would, for a change; be 
borne by the nation’s rich and affluent Such 
a course of events woqld be extremely bad 
tidings for self-seeking civil servants and 
conspiring commission agents It would 
break their heart to see the country trek back 
to the path of economic self reliance What 
IS an unfortunate happenstance tor them is 
however a boon for the nation as a whole. 
The begging bowl syndrome would be over 
By all means let us therefore look forward 
to the prospect of a hung parliament and 
that of, once more, a severdy weak regime 
in New Delhi Someone’s poison is, after all, 
someone else’s meat 


AGA KHAN FOUNDATION 

IS looking lor a 

Programme Officer (Rural Development) 

for Ncsx Delhi oliicc 

ACiA KHAN FOI NDAl ION is a non communal International Foun 
datton based at Cieneva with units in nine cuunincs including India 
Foundation is a philanthropic organisation involved in funding scKiai 
development programmes in Rural Development Health and Cduca 
non with scope for innovation and experimentation located in 
Wc'stern India and managed bs Voluntary Oiganisations 

I he Programme Officer will report to the C hicf Fxecutiv** Officer 
He Ahe vs ill be responsible for identify ing new programmes proposal 
vs riling budgeting and appraisal leading to approval h> the Board 
of the Foundation monitoring of funded programmes assisting in 
documentation and c-valuation Programmes selected for funding aa 
aimed at tmpnn ing rural communities through management of land 
and water rcsouncs HcAhe must he able to iiatse with senior 
government officials voluntary organisations and donor agencies 
I he job involves extensive travelling 

He/she must have professional qualifications in social or agricultural 
scienc cs or management with minimum three vtars work c'xpcrience 
with N(>0 s or other donor agencies Knowledge ot (lujarati would 
be an advantage Preference would be given for those in age 
range of ^0 40 

Salan and other benefits would be attractive and commensurate with 
qualifications and experience 

Applications addressed to Dr Nisar Siddtqui C hicf Fxecutive Officer 
should be received within fifteen days from the date of this adver 
tisemcnt at 

Aga Khan Foundation 
Sarojini House 2nd Floor 
6 Bhagwan Dass Road 
New Delhi 110 001 

Aga Khan Inundation (Incorporated in (icncva Swii/erland) 
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RANDOM REFLECTIONS 


Eighth Plan: Challenges and 
Opportunities—XIV 
F mancing the Plan 

Arun <^hosh 

In this article, the fourteenth of a series of articles setting out the 
broad approach of the Planning Commission under the V P Singh 
government, the author discusses the dimensions of investment in 
the Eighth Plan and the sources of its financing as envisaged by 
the Planning Commission in August/September 1990. 


IT would obviously be untealisiic today 
to discuss the financial dimensions of the 
F.iglith Plan, as worked out in August/ 
September 1990. The figures are not im 
portam, nor of much relevance today, and 
are at best of historical interest. What is 
of importance is the pattern of financing; 
the broad thrust of the expenditure alloca¬ 
tions; and the extent of devolution of 
resources for bringing about a directional 
change in the pattern of development of 
the country towards decentralisation, 
grcaici equity, greater self-reliance and a 
better quality of life foi the people. 

But then, one has lo find a peg on 
which lo hang a picture; and that peg in 
the present context can only be the broad 
financial dimensions ol a plausible plan 
outl.ay, the problem ol providing the re¬ 
quired finance, the problems that arise in 
the liansition to a different pattern of 
socio-economic development. Hven so, 
some unrealism must remain in giving any 
set of financial dimensions of a five-year 
plan, without the benefit of the latest 
oflicial data not available to an out.sidei. 
Rcgictiablv, evon the l%ononuc Si/nri'did 
not get presented lo parliament and lo the 
couniiy this year. What is the relevance 
ol the tigures dreamt up in August/ 
September 1990 today? It is well known 
that in the lust seven months, there has 
been a sea change in the economic situa¬ 
tion on both the external and internal 
flouts. Fven though crude oil (and oil pro¬ 
duct) prices have come down after the 
Gulf Wat, the country is close lo bank¬ 
ruptcy 111 cxtcinal payments Inieroally, 
there has been at' ciosion ol gosernmeni 
revenues, and an incre.iM' in government 
expenditures (in I9‘)()-91, as compared to 
the budgeted liguies), and the rate of 
inflation has ciosseJ the double-digit 
inaik Inaction- m inadequate action-by 
way ol a ‘vote on account’ for lout 
months lather than .1 full veai’s budget for 
1991 42. makes the economic situation 
one of considerable potentuil danger for 
the lutiiie Decisions postponed make it 
so much haidei to compiess the required 


short-term ‘adjustment’ of the economy 
within a shorter period, alter a new 
government takes charge lollowing the 
geneial elections. 

1 do not propose to discu.ss the short 
term adjustments necessary, even though 
as .stated earlier the .short-term is the 
precursor of the long term. Nor do 1 pro¬ 
pose to repeat ail the figures—which were 
then mutually consistent—which have 
now been rendered out of date. In this 
piece, 1 propose to unfold three .sets of 
data, and endeavour to pre.scnt the issues 
that arise, the issues that will have to be 
squarely faced, in the context of the type 
of development envisaged in the philo¬ 
sophic approach unfolded in the earlier 
articles. 

The three sets of data I propose to give 
are; (a) the latest estimates of the GDP, 
domestic savings (and components 
thereoO on the basis of which one may 
attempt to derive the trend rate of savings, 
and what needs to be done to contain the 
increasing dependence of the country on 
external savings; (b) the broad dimensions 
of investments and their financing as en¬ 
visaged by the Planning Commission in 
Augu.st/Scpiember 1990; the rationale is 
merely to indicate (i) the problem of shit¬ 
ting gears suddenly because of the 
overhang of past commitments; (ii) the 
manner in which a new thrust can be given 
to the type of plan programme indicated 
in the earlier articles; and (c) the problem 
of devolution of re.sources from the Cen¬ 
tre to the States, which is essential, if the 
philosophic approach to development 
outlined earlier is to be accepted, and if 
the States arc to be empowered to take up 
the task of speeding up the socio¬ 
economic development of the backward 
areas/sections ol population. 

Why do 1 persist in giving figures at 

(b) above? 1 have so far avoided giving any 
data which are not officially published 
(even though 1 fiinily believe that most 
official data which are today treated as 
confidential should be in the public 
domain) First, perhaps it should be stated 


that these figures were leaked out by the 
daily press when the figures were still ‘hot’, 
they are no longer a matter of confiden¬ 
tiality but of his'ory. Secondly, and more 
importantly, the figures have some rele¬ 
vance with regard to their policy implica¬ 
tions. The totals would all be somewhat 
different tcxlay, but the policy implications 
of the pattern of outlay, of resource rais¬ 
ing, of Central transfers to States, would 
remain broadly unchanged. Indeed, the 
need for urgent action would be even more 
acute today than a year back. 

These ‘historical’ figures would, inter 
aha. indicate how difficult it is to bring 
about a social transformation of the type 
discussed in the earlier chapters. In part, 
the overhang of past commitments makes 
it difficult to break away sharply from the 
past. In part, the extant political-cum- 
administralive system (with its vested in¬ 
terests) makes it even more difficult to in¬ 
troduce concepts which would make for 
the efficient use of our limited resources. 

At this junctuie, perhaps a small digres¬ 
sion IS necessary. The daily press has 
reported that the pre.sent Planning Com¬ 
mission p.roposes to keep a draft Eighth 
Plan ready for the new government by .he 
end of May. That is fine, and is obviously 
a wise move But it is also reported in the 
press that the plan would be drawn up on 
the basis of an assumed growth rate of the 
GDP at 6 pet cent pei annum during the 
plan period. The only plausible explana¬ 
tion for jacking iiji the growth rate (from 
5.5 per cent per annum, as approved by 
the NDC in September 1990) to 6 per cent 
per annum is that the annual growth rate 
during the .Seventh Plan period was 5.6 
per cent; how' can one project a lower 
gniwth rate lor the future? Unfortunately, 
what is forgotten in this euphoria about 
the past rate of growth is: 

(a) that this growth rate—which, inciden¬ 
tally. was approximately known to the 
then Planning Commission in August/ 
.September 1990—was achieved at the cost 
of both internal and external imbalance 
of a severe order, neither of which is 
sustainable; m fact, we will have to pay 
a heavy price in the future for the policy 
of mortgaging the future which was 
adopted in the second half of the eighties; 

(b) that during the Seventh Plan, despite 
the impressive overall growth rate (of the 
GDP), there was a noticeable decline in 
employment growth, which was lower 
than the growth of the workforce; 

(c) that ever this period, there was stagna¬ 
tion (and in places even a decline) in out¬ 
put in many parts of the country, increas¬ 
ing the inequality of income, and increas¬ 
ing social tensions and unrest; 

(d) that it is in this context that the 
erstwhile Planning Commission felt the 
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backward (dryland, rainred) areas where 
significani investment would be necessary 
for a few years before any tangible out¬ 
put growth arises; this underscores the 
need for focusing attention on employ¬ 
ment growth rather than growth of ag¬ 
gregate output, which would make for a 
more egalitarian and ‘sustainable’ growth 
in future; 

(e) that the present finance minister, 
Ykshwant Sinha, openly talked of the need 
for (and his determination to introduce) 
a hard budget for 1991-92, bringing down 
> the ‘fiscal deficit’ (i e, total government 
expenditures minus government revenues, 
made up by borrowing and by deficit 
finance) from 8.6 per cent of the CiDP to 
6.5 per cent, which Sinha was prevented 
from attempting when he was persuaded 
to pre.sent a vote-on-account for four 
months rather than a regular budget for 
the full year; and 

(0 that some economists (notably Raja 
Chelliah, formei member of the Planning 
Commission, and Amaresh Bagchi and 
Sudipto Mundle) have indicated that 
1991-92 may well end up with no more 
than a ^ per cent real rate of giowih— 
one does not know the growth rate in 
1990-91, but the Reserve Bank experts 
place it at around 4-4.5 per cent over the 
year—and Chelliah ct al have made 
certain iccommeiidations as to lesouice 
raising while pleading lor the maiiiienance 
of plaiKOutlays, and at the same lime sug¬ 
gesting fhe culling down ol the rate ol in¬ 
flation to 6 per tent lor the year in 1991-92 
by austerity in regard to adininisiralive e.s- 
penditurcs (These suggestions were made 
before the goveinment opted for a vote- 
on account for font months in place of 
a regular budget foi the year as a whole i 

Against the above background, any talk 
of a 6 pet cent giowth rate dining the 
Lighth Plan is evidence al best of naivete, 
at woist ol cynical propaganda. 

As already slated, it is m this context 
unfortunate that the annual L-amoniu 
Survey —which give.s a run—down on the 
latest economic situation and the latest 
statistics before rhe budget in K'bruaty 
every year—which was ready and punted, 
has not been released by the govei nment. 
One can assume that the tx-ononue 
Survey would have underscored the need 
for a hard budget, which is why n has 
been withheld The future of the economy 
is obviously of no con.scquence in the con¬ 
text of political expediency. 

Al this juncture of the crossroads ol 
Indian history, with external bankruptcy 
staring us in the face, it a discussion on 
the financial dimensions of the Eighth 
Plan is still relevant, it is to demonstrate 
that it u possible to ensure a balanced 
growth of the economy by loeussing on 
rural/agrarian development and on 
employment generating programmes, for 
these programmes can be pursued without 
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payments; that it is possible.to change the 
direction of the economy away from an 
energy-intensive and import-intensive pat¬ 
tern of growth; that it is possible to deploy 
our resources rationally and economically 
and to stimulate the flow of additional 
resources by enthusing the backward/ 
depressed sections of society to work 
for their own development. We need a 
national consensus on certain objectives 
and certain policies. We need less ol cen¬ 
tralisation and of bureaucratic inlerven- 
tion in the detailed working ol the 
economy. We need greater popular par¬ 
ticipation, through democratic decen¬ 
tralisation, in the process of governance. 
We need a national debate on these issues 
if we warn to avoid the lortuous path 
resulting from external and fiscal 
bankruptcy which has dogged a number 
ol Latin American countries through the 
decade of tlie eighties. 

l-tNANl lAl DlMLNSltlNS Ot Pl-AN 

At 1989-90 puces, the aggregate volume 
of investment over the Eighth Plan period 
was estimated to be Rs 610,000 crorc 
Public sector investment was placed at 

Tahu I Patiirn 


investment; and total public .sector plan 
outlay at Rs 335,000 crore. 

To be able to understand these figures, 
it is desirable to start with a brief picture 
of the GDP, the domestic savings and in¬ 
vestment rates, and the state of govern¬ 
ment finances during ihe Seventh Plan 
period. Table 1 gives the relevant 
magnitudes. 

First, It must be noted that the figures 
quoted in Table I arc somewhat different 
from those which can be seen in some of¬ 
ficial publications (including the Currency 
and finance Report of the RBI), and also 
different from those used in earlier ar¬ 
ticles. These figures have been derived 
from Quick Litimules of the National 
Accounts for 1989-90 released by the CSO, 
supplemented by revisions made by the 
CSO to figures for the earlier years (ob¬ 
tained from the CSO). What is important 
are not the precise figures but the dimen¬ 
sional magnitudes. Two significant 
developments over which everyone is 
agreed are: fust, that household savings 
(which include the savings of unincor¬ 
porated enterprises) have shown a 
remarkable increase over the past three 

I Samnos in India 

(Rs cwiV 


I98S 8b 1986-87 1987-88 1988-89 1989-90 Total 

During 
Seven'h 
Plan 


I household saving in 


finaii(.ial .issets 

18514 

22292 

26022 

28646 

39386 

(34660 

2 Household saving in 

(7 1) 

(7.6) 

(7.8) 

(7.2) 

(8 9) 

(7.8) 

physical assets 

)9485 

17704 

286% 

38793 

39527 

144205 


(7 4) 

(h 1) 

(8.6) 

(9 8) 

(9 0) 

(8.4) 

3 loial )iou.sehold saving 

37999 

40696 

54718 

672.3V 

7V8I.3 

278865 


(14 5) 

(13.6) 

06.4) 

(17 0) 

(1801 

06.2) 

4 Piivaie corporate saving 

5708 

- 5040 

5594 

8116 

9379 

3.1337 

5 Saving bv govcimnent 

(2-0) 

(17) 

(1 7) 

(2.1) 

(2 1) 

(1,.'») 

admimstrution 1 

[ )474 

{- )240() 

( -)5384 

( - 18453 

( )12208 

( - )28919 

6 Saving b\ govt 

( 02) 

( 0 8) 

(-16) 

(-2.1) 

(-26) 

( 17) 

dcpartnicniul enleipiises 

14)9 

1494 

2077 

2602 

3149 

10741 

7 Saving b\ govt non- 

(0 5) 

(0.5) 

(0 6) 

(0 7 ) 

(0 3) 

(06) 

depail mental enterprises 

7512 

8908 

10556 

13594 

16684 

57254 

(2 6) 

(3.0) 

(3.2) 

(3 4) 

(3 8) 

(3 3) 

8 Total domestic saving 

5l(>b4 

5 3738 

67561 

83298 

9.5917 

35)458 


(19 7) 

(18.4) 

(20 3) 

(21 1) 

(21 6) 

(20 4) 

9 CjDP al markci piice 

10 Gross doineslic 
capital tormaiion al 

261920 

291974 

3326)6 

3945192 

442769 

172427) 

cutrcMJ prices 

62946 

6'’2ro 

75386 

94367 

106501 

406430 

II Use ol external saving 
as percentage of CiDP 
(derived from above 

(24.0) 

(23.0) 

(22-) 

(23 9) 

(24 1) 

(23.8) 

figures) 

<4.3) 

(4 6) 

(2 4) 

(2 8) 

(2 5) 

(3 4) 


Note : Figures in parenthesis are perceniages of the UDP 

Source. CSO, 'Quick Lstimates ol National Avcounis', 1989 90. ptu\ revised data obtained from 
the CSO foi earlier years These figures are marginally differem from those given in 
NAS 1989 and NAS 1990 The derived figures of external saving would he diftercni 
from the RBI figures, based on balance of payments data. 
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Diagram 1: Savings of Government Administration (and DEmirtMENTAL 
Enterprises) as a Percentage of GDP 



years; and. secondly, this has been offset 
by a steady decline in savings of govern¬ 
ment administration which have indeed 
reached a dissaving figure of 2.6 per cent 
of the GDP by 1989-90. The Diagram 
brings out vividly the steep decline in 
government savings in the eighties. (In the 
diagram, savings of government ad¬ 
ministration and departmental enterprises 
have been combined.) 

Tbc other disconcerting feature revealed 
by the data given in Table I is the very 
heavy reliance on external savings, which 
implies a heavy deficit in the current ac¬ 
count of the balance of payments which, 
as already noted earlier, is not su.stainable. 
Nor indeed i.s the ‘fiscal deficil' of the 
Central government sustainable, as it is 
leading both to a rapid incicasc in interest 
payments and inflationary deficit finance. 

The most heartening feature of the 
trends revealed by the data given earlier 
is the rapid spurt in household savings. 
Private corporate savings have also in¬ 
creased and, hopefully, would increase 
further, if the private corporate sector i.s 
to play its appointed role in speeding up 
industrial growth. 

The inescapable conclusion is that if 
there is a crunch of resources today—and 
a likely crunch of resources in the com¬ 
ing years—it is in respect of the govern¬ 
ment sc*clor. it IS es.scniial to; (a) increase 
the resources available with the govern¬ 
ment (to enable it to take up socially 
desirable expenditures), and (b) to reduce 
the dependence on external saving. In 
operational terms, it means that govern¬ 
ment dissaving, which had reached 2 6 per 
cent of the GDP by 1989-91), would need 
to be very largely eliminated over the next 
plan period. 

There is. lo this end, need foi both cur¬ 
tailing government expenditure and 
bolstering govemmenl revenuc.s, in otdei 
to restore a balance in the economy. The 
balance ol payments needs a two pionged 
attack' the lestoiaiion of a better balance 
between aggicpate demand and supply 
would by Itself partly improve the 
payments position, though there is no 1:1 
relationship between the two; hence, 
secondly, one would need to look for 
separate ways to improve the payments 
posiiioii, b> boosting exports and 
eliminating inessential imports. 

How docs one raise the resources lot 
the public sector, to meet the investment 
requirement (>• Rs. 280,(KK) crore at 
1989-‘>() prices, ;i step-up ot 27 per cent 
in real tciiris osci the investment during 
the Seventh Plan (icriodV 

There .ire sevcial wavs in which one 
could attempt lo make projections for the 
future, with relereiice to the figures given 
in Table I. One could attempt to fit long- 
terjn trends to sarious segments of saving 
other than the saving ot government ad¬ 
ministration, lor the latter depends on 
autonomous decisions ol the government. 


For the other categories, one could at¬ 
tempt to derive savings as a function of 
real income of the sectors involved. For 
example, liou.schold saving in physical 
as.scts may be deemed to be a lunction of 
either agricultuial income (m real terms) 
or aggregate household income (in real 
terms) or of both. Similarly, household 
saving in financial assets could be derived 
as a function of non-agricultural house¬ 
hold income or aggregate household in¬ 
come Ol both. One gets a rea.sonable fit, 
with significant values, if one takes a long 
enough scries, say from 1970-71. But then, 
there arise genuine statistical piohlems m 
putting togcihei estimates at constant 
prices over a long period when the striic- 
tutc i>f pioduciion has been undeigoing 
rapid change .No clear trends are discer¬ 
nible if one lakes only the last five ycais. 
01 even the last decade. T'he receiii wars 
showa rnaikedly different beliaviooi from 
the past. On the basis ol a long term func¬ 
tional relatiorishi|i, one would derive a us¬ 
ing trend of household saving in financial 
assets, which is almost neutralised by a 
declining rate ol hou.sehold saving in the 
form of physical assets, a feature belied 
in ihe last three years. 

There arise other problems. A decline 
in direct investment (of household .saving) 
in physical assets could well occur in the 
absence of any policy action calculated to 
encourage iusi the reverse. With the locus 
oil local ‘waietshed area planning', and on 
rural development generally, promoted by 
.some foim of F'mploymcnt Gudrantee 
Scheme, it is difficult to envisage a decline 
in the proportion of household saving in 
physical assets; in fact, the proportion 
should increase in the future, despite a 
long-term declining trend. 

There is a further problem. Personal 


saving in the form of financial assets has 
been growing steadily in the past 
Flowever, having rciiched a figuic close to 
9 per cent ol the GDI', it is possible that, 
this form of saving could lapci oil I hi.s 
could well hapiieii it tax tales need to be 
raised (in relation to llic C<DP) to bolster 
government rcvemic.v and to cut clown the 
fiscal deficit in oicicr to bring down 
inflation. This is an issue on winch cxiverts 
hold divergent views, and there is noi 
enough evidence to establish any unique 
relationship between savings ol house¬ 
holds in the form, say, of time deposits 
with banks and househoUi income Nor 
do wc have any data on the distribution 
of income, which ni.iy well he a lactoi in 
the leecnt growth rateol linancial s.'vmgs 
of households. Perhaps o;ic could assume 
that such savings wouivi incica.se at best,, 
slowly, or at least not decline, even though 
savings of households m the form ol 
physical assets would go up (and not 
decline as one would be inclined lc> 
forecast Irom past trends ovei a longish 
pei iod). 

The brief point of this digression is that 
foi the future, one would need to assume 
certain rates of saving, and not predict 
them will) any great assurance on the basis 
ol past trends. 

Tuining to the other elements of .sav¬ 
ing in the economy, one may reasonably 
assume that savings ol both the private 
corporate sector and of non-deparimcntal 
public enterprises would increase. 

B n then, if the savings of all sectors 
other than government administration 
were to increase, and if the dissaving by 
government were to decline, there could 
arise the possibility of a faster rate of 
economic growth than assumed all 
through, namely, at around 5.5 per cent 
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'Per aimuin oh an average, with the focus 
of investment on less capital-intensive 
forms or processes of produaion, are the 
prognostications regarding savings consis¬ 
tent with the rate of growth of the 
economy assumed? 

l\vo points are important to remember 
in this context. First, the rate of invest¬ 
ment in India has been quite high in the 
leceih past, and a good part of it has been 
rmaiicH by borrowing from abroad, 
which needs to be drastically reduced. 
Secondly, we need to direct, tor quite 
some time to come, large sums of money 
for education, health care, nutrition of the 
mother and child et at and such social 
investments are not likely to increase ihe 
GDP, though the quality of life would cer¬ 
tainly improve. The same goes for outlays 
for environmental protection; invesiinents 
made in this behalf are not likely to in 
crease output but improve the quality of 
life. 

Investments on infrastructure are likely 
to be capital-intensive, and are also likely 
to have a long gestation period. Heavy in¬ 
vestments ate ncces.sary for the iinpiosc- 
ment of rural infrastructure. I hc pay-oil 
would come alter a lew veats, not 
immediately. 

It must be recognised that wlien one 
goe.^ in for a major reshul fling ol the pat¬ 
tern of investment, there arc certain to 
arise problems with roreeasiing the liiiure 
output. Mechanistic projcetions are not 
likely to be realistic And yet, a directional 
change in the pattern of investment in the 
economy is the need ol the hour It would 
be wrong to turn the focus away from 
social inve.stinents. which form ihe crux 
of the strategy to be followed At the same 
time, the income ol large seeiions ol the 
rural population has to be huinessed, and 
to begin with, this would have to be 
achieved thiough direct transfer pavnieiits 
The strategy is to provide a miininum ol 
income to all hou.sehold.s. That would lead 
to a change in the distribution of ineonie 
and of con-sumption, the immediate cl 
fects of which on savings cannot be 
forecast. One can say with certainly tha' 
alter an initial period, ol say three years 
01 so -the time taken to derive the fruits 
of local area development planning the 
growth rate of the economy would as 
celerate. But one should not siari aiun 
ting the chicken before they arc haiched 
The programme is still only on papci 
There has been no purposive inici vent ion 
yet to change tt:c situation. A natismal 
debate is necessary, a national consensus 
has to emerge on the path ol developmeni 
that India should pursue in the coming 
years. 

It is in this background that the greatest 
importance attaches to the problem ot 
increasing the resources available with the 
public sector. These resources are not to 
be squandered, but deployed in the man¬ 
ner indicated in the earher articles. One 


has to be caieful ttbotit the-stirate^. But" ~ 
that is not what we are discussing at this 
moment. 

Public Savings 

During the Seventh Plan period, total 
public sector savings averaged about 2.1 
per cent of the GDP, which was lower by 
about I.S percentage points over what was 
achieved in the Sixth Plan period. As 
would be seen from Table 1 earlier, this 
decline in overall public sector .savings 
occurred in spite of better savings perfor¬ 
mance by public enterprises which 
(though lower than targeted) constituted 
about 28 per cent of total plan outlay and 
was 3.3 per cent of the GDP in the 
Seventh Plan. (These ratios may be com¬ 
pared to 22 per cent of plan outlay and 
2.7 per cent of the GDP in the Sixth Plan.) 
Government administration (plus depart¬ 
mental enterprises) had a negative savmgi 
rale ol 1.1 per cent of Ihe GDP in the 
Seventh Plan period. In 1989-90, the ter¬ 
minal year of the Seventh Plan, this 
dissaving had reached 2.3 per cent of the 
GDP. This deienoraiion occurred despite 
an increase in government receipts as a 
percentage of the GDP—from 15.5 per 
cent in the Sixth Plan to 17.1 per cent in 
the 5Jevenih Plan Unbridled expansion of 
government administrative expenditiure, 
includiiig expenditure on defence and on 
‘internal security’ contributed to the fiscal 
deterioration. Government’s current 
cxpcndiiiire (purcha.se'of goods and ser¬ 
vices, wages and salaries, interest on 
public debt, subsidies, transfers, etc, in- 


GDP in the Sixth Plan to as much as 20.3 
per cent in the Seventh Plan. In the ter¬ 
minal year of the Seventh Plan (1989-90), 
such spending constituted about 21.5 per 
cent of the GDP. This order of outlay was 
made up of purchases of goods and ser¬ 
vices and wages and salaries (11.2 per 
cent), interest on public debt (3.4 per 
cent), subsidies (3.8 per cent) and current 
transfers (3.1 per cent). 

The report of the Ninth Finance Com¬ 
mission underlined the need for arresting 
this fiscal deterioration, as did the paper 
‘Approach to the Lighth Five-Year Pten’ 
(approved by the NDC). One can only 
reiterate that there is need for firm govern¬ 
ment resolve (and action) for every possi¬ 
ble economy in government expenditure. 
There is need for a distinct increase in 
austerity in government expenditure, not 
merely a call for national austerity. 

There are certain obvious limitations to 
suddenly bringing down any set pattern 
of expenditure. Past commitments, e g. in¬ 
terest on public debt already incurred, 
have to be provided lor; the best one can 
hope foi IS to restrain such outlays from 
tiiLTcasing Iasi, oi at any rate, reduce such 
outlays as a percentage ol the CiDP Thi.s 
would involve grcaiei reliance on current 
revenues, and a tightening up of ail rt .oid- 
ablc cxoendiiiire Whai one can hope for is 
the containment of future commitments 
(of administrative and defence expen¬ 
diture) and, in consequence, a much 
slower rate of growth of such expenditure: 
(a) in relation to past (rends, (b) in rela- 


I SHI 1 2 SdMi Giohai Macro 1-smmsii.s cur I k, inn Pi ss (1990-91 to 1994-95) 

AT 1989-90 pRitfs 

r/(s crorv) 


1 GUP, growing at 5.5 per cenl per annum over five veais 

2 Household s.iving in financial assets (o 9 0 pel cenl ol the C>L)t’ 

5 - do—in phvsical assets <g' 9.5j)cr cent of Ihe GDP 

4 loial household saving 

s Private corporate saving @ 2,2 pei cent ot the GDP 
h Savings ol government admini.siraiioii plus deiiaiimenial enierprivev 

7 Savings ol non departmental govt enter,vrises @44 per cenl o' ilie GDP 

8 lotal domestic saving @ 25.0 pei cent ol the CiDP 

9 Invesimenl during Eighth Plan 
of whuh (I) by public sector 

(ii) by private sector 

10 Public sector plan outlay (including iiivesinienil 
/ manemg l^itern of Public Sector 

11 Ciovcrnmcnl saving 

12 Draft by govctiimem on 80 per cent ol private s,!siny in iiiuincial 
assets (by horiowing, small savings, elel 

13 Boriowing from abroad (average of 1 per eenl oi (iDP. ternnnal 
yeai boriowing being l.O'pei cent of CiDP) 

14 IX-ticil linance 

15 koial linance available to governnieni 
/ inananx Pallern of Pnvate Sector 

16 Household .saving tn physical assets 

17 20 pel cenl of household saving in tmancial assets av.iila'.iL 
for private investment 

18 Private corporate saving 

19 total finance available for private invesimenl 

20 Need for transfers from public financial institution., ei,.. tor 
private invesimenl 

-ffrer' ■nm 


21.60,336 

1,94,430 

2,05.232 

3,99,662 

47.527 
Zero 

92,894 

5.40,034 

6,10,1X10 

2,80,000 

3,30,000 

3,35,000 

92,894 

1,55.544 

35,723 

.30,000 

3.14.161 

2.05,232 

38,886 

47.527 
2.91,645 

38,355 


Accu. jku 
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plan expenditure), <c) in relation to the 
growth of revenues, and (d) in relation to 
the GDP growth. 

The two biggest growth items in govern¬ 
ment current expenditure today are: in¬ 
terest on public debt, and defence. The 
former can be contained only by a reduc- 
ion of the Hscal deficit which has been 
'ncreasing at a frightening rate. This 
would involve less reliance on borrowing, 
both internal and external. The latter— 
i e, less extooal borrowing—is in any case 
essential for restoring viability in our 
external payments. The former calls for 
increasing the reliance on current revenues 
rather than on borrowing for meeting 
government expenditure. All this is 
elementary public finance. Unfortunately, 
there is a section of informed public opi¬ 
nion which feels that tax rates are already 
quite high in India, and that higher taxes 
will impinge on private saving. This 
notion is wrong: (a) because taxation can 
be properly targeted (to those who can af- 
foid to pay, and who are today creating 
numerous problems by lavish con¬ 
sumerism); (b) bacause higher taxation 
would be a better way of restoring balance 
in the economy than an indiscriminate 
credit squeeze, which is the usual knee- 
jerk reaction of administrators in charge 
of finance and credit; and (c) because 
while wasteful government expenditure 
needs to be curtailed, there is need to in¬ 
crease government outlay on high priority 
social needs like education, health ser¬ 
vices, etc, and in fact, for some type of 
Employment Guarantee Programme, in 
order to deploy the unemployed labour 
force for local area development planning. 

incidentally, it is worth mentioning at 
this juncture that South Korea, Taiwan, 
China—countries frequently cited for 
emulation—have all had gro.ss savings 
rates of some 30 per cent plus, as a percen¬ 
tage of the GDP, for quite some time. 
India also needs to opt not only for a high 
rate of investment but also for a signifi¬ 
cant decline in dependence on external 
savings to spur economic growth. Again, 
in this context, today there are many 
experts who advocate the free inflow of 
external capital to bolster our internal 
savings and our growth rate; and to this 
end, the recommended prescription is the 
‘globalisation’ of the Indian economy. It 
is forgotten in this context that private 
external capital would tend to concentrate 
on a pattern of development which is both 
capital-intensive and energy-intensive, 
both of which will militate against the 
type ol iincsiment for which we have 
argued ail through the earlier articles. VVe 
do need external capital and technology, 
but we need to be selective as to the sec¬ 
tors into which such capital inflows take 
place. 

First, then, as to the urgent need to cur¬ 
tail/contain our defence expenditure. The 


civil defence services) in 199(V'91 (Revised. 
Estimate) was Rs. 17,684 crore, and is 
budgeted for 1991-92 at Rs. 18,853 crore. 
These are Figures of current outgo, lb the 
extent that a significant part of equipment 
purchase abroat^ is on deferred payment 
terms, the actual liability incurred is 
greater. (Incidentally, even these estimates 
of cash outgo (for 1991-92) are likely to 
be gross underestimates because, as per 
the finance minister's own statement, no 
allowance has been made for additional 
dearness allowance to be paid. But that 
is separate issue.) 

What is really required is to minimise 
the expenditure for the acquisition of 
military hardware from abroad. The total 
expenditure on ‘Stores’ by the army, navy 
and the air force is stated to be Rs 4,641 
crore in 1990-91 and Rs 4,717 crore in 
1991-92. Deducting the payment made to 
Ordnance Factories (Rs 1,514 crore and 
Rs 1,620 crore respectively), one gets 
estimates of Rs 3,027 crore and Rs 3,097 
crore as the payment for all other Stores 
purchases in 19^91 and 199!-92, respec¬ 
tively. Import payments (for military 
hardware) may be expected to be signifi¬ 
cant part of this outlay, say, between 
Rs 2,500 crore and Rs 3,000 crore annual¬ 
ly. At the modest figure of Rs 2,500 crore, 
this saving would be close to 0.6 per cent 
of the GDP. However, it is well known 
that these are only the current payments, 
most items of defence equipment are ob¬ 
tained on deferred payments basis. All 
that one can do, therefore, is not to make 
any large fresh commitments, so that 
future payments may be frozen at the 
levels required to pay for past imports (on 
deferred payments basis). This is one area 
where a reduction in expenditure would 
lead to a corresponding reduction in 
import payments, on a 1:1 basis. 

In regard to defence expenditure, the 
key question to be frontally posed is: what 
external danger or overt external threat do 
we perceive, and from whom? From 
China? That is unlikely. From Pakistan? 
Wc tend to forget that the more we arm 
ourselves the more we provoke others to 
enter into a competitive arms race. We 
should cry a halt to the import ol 
sophisticated weapons; we should desist 
from increasing military expenditures. 
India docs iioi need cither nuclcar- 
powered submarines or aircralt carriers. 
We should resort to diplomacy and reduce 
tensions across borders. Dctciicc expen¬ 
diture is not likely to come down; but 
halting an increase in defence expenditure 
will biing it down sharply as a percentage 
of the GDP. 

There is need also to reduce our expen¬ 
diture on ‘internal security’, today hidden 
under a large number of seemingly in¬ 
nocuous budget heads. The need for para¬ 
military forces arises because we are averse 
to meeting the genuine needs of the 


feet to the decoinfilisation of authority 
for decision-making on local issues. 

We need all the resources we can gamer 
to speed up the development of backward 
areas. That is the surest guarantee of 
internal security. 

There are many other ways of contain¬ 
ing government expenditure, but it is not 
necessary to dwell on them here. What is 
required is genuine austerity in govern¬ 
ment administration. We also need to cur- 
uil/contain the steadily burgeoning sub¬ 
sidies. We had occasion to see how the 
extant system of control over fertiliser in- ■ 
vestment and pricing has led to a steadily 
increasing cost of fertiliser manufacture. 
A change in the system could bring about 
a significant reduction in the subsidy on 
this account without harming anyone, 
either the farm sector or the producer of 
fertilisers. 

In a recent study on subsidies entrusted 
to the National institute of Public Finance 
and Policy (NIPFP) by the erstwhile Plan¬ 
ning Commission, Sudipto Mundle and 
Govinda Rao have found that in 1987-88, 
taking ihe Centre and 14 major States, the 
total subsidy given amounted to more 
than 14 per cent of the GDP. (Sudipto 
Mundle and M Govinda Rao: ‘The 
Volume and Composition of Governnienl 
Subsidies m India, 1987-88’, pp 1157 72 ol 
this issue.) 

It is no) neces.sary to go into all the 
findings of Mundle and Rao Some of the 
broad findings ol ihc study can be re¬ 
stated thus. First, the subsulie-s aic not 
necessarily properly taigeied. For exam¬ 
ple, of the total cost of pioviding higher 
education, only 1.7 per cent is recovered 
from the students—the benefits of the im¬ 
plied subsidy obviously going to the 
relatively more affluent sections ol the 
population. We do not even know that 
some of the supposedly profitable sectors 
(pertaining to government enterprises) 
involve a subsidy because the cost of 
interest and depreciation on the capital 
assets (of departmental undertakings) is 
not reckoned as part of the cost. For in¬ 
stance there is an implicit subsidy of 30 
per cent of cost even for the communica¬ 
tions sectoi under the Central govern¬ 
ment; and it is not realised that there is 
a heavy subsidy even in the recovery of 
costs ol electricity supply by the Centre 
because the mtere.M on capital and 
depreciation are not properly accounted 
for. Secondly, susbidies to public sector 
enterprises (through budgetary support) 
added up to as much as Rs 15,080 crore 
in 1987-88. These aie not even reckoned 
as subsidies; and for a GDP (at market 
price; of Rs 3,32,616 crore, this works out 
to more than 4.5 per cent of the GDP. To 
recall an earlier discussion, the financial 
implication of the Right to Work- 
ensuring work for every person at the 
minimum official wage rate—was esti- 
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mated, at 1989*90 prices, to be of the 
order of Rs 13,000ctore. This is only some 
40 per cent of the budgetary support 
extended to public enterprises. 

Mundle and Rao's conclusions are best 
stated in their own words; 

Pure transfer payments are transparent and 
their beneficiaries are explicitly targeted Un¬ 
fortunately, such direit transfer payments are 
still relatively small in India By comparison 
the total volume of subsidies in 1987-88 was 
more than ten limes as laige and it turns out 
that the bulk ol this subsidy was not visible 
The explitil susbidy, as revealed in the 
^ budgets lor 1987 88, amounted to only 
Rs S,982 irqrc 

VA; must also reconsider m this context the 
issue ot budgeiarv support to public enter 
prises Our estimates show that over 35 per 
cent ol government subsidies have been flow 
mg to these enterprises 
One may or may not agree eithci with 
dll the assumptions or even the conclu¬ 
sions of Mundle and Rao, nevertheless, li 
the findings ol their study have been 
quoted at such length here, il is because 
the issue would have considerable 
significance in the context of raising 
resources for the Eighth Plan, and the 
problem of targeting Central Plan outlays 
in a mantlet discussed in the previous 
articles 

I i\-sN( |N<. till Pi an 

It is m the above context that one has 
to devise ways to finance the public sec¬ 
tor investment outlay of Rs 280,000 crorc 
during the Eighth Plan, and a total public 
sector plan outlay lot Rs 335,000 crore 
(all at 1989-90 prices) during the five-year 
period 

Since we ate talking in terms ol 1989-90 
prices, the inflation that has occurred dur¬ 
ing the past one year does not affect the 
argument, since in current values, there 
would be a corresponding increase in the 
GDP values (though government revenues 
, do not automatically increase in the same 
proportion as inflation in prices) 

Let us make certain assumptions in 
regard to the pattern of savings, in rela 
tion to the estimated growth of the GDP 
(on the basis of ihe latest CSO figures of 
GDP in 1989-90) and see the ordei of sav¬ 
ings that might emerge, and what further 
needs to be done, to steer the economy out 
of the difficult transitional period, when 
the gains from social investments and 
area development planning may not get 
translated into accelerated growth Ihble 2 
will illustrate the broad nature ot the 
possibihties/problems 
Some clarifications are in order First, 
in the Seventh Plan, the total government 
draft on household savings in fianancial 
assets was 85 per cent, this is being reduc¬ 
ed in order to allow greater freedom to 
pnvate corporate investment to tap the 
capital market for industrial investment. 
Smndly, the difference between govern¬ 
ment plan outlay and government invest¬ 


ment pertains to lOdal bncstnlcltti, wh^ 
are part of government curreat expen¬ 
diture and therefore subsumed in row 6 
of 'Rible 1 The savings of government on 
this account are assumed to be zero, but 
obviously this would have to be achieved 
after providing the required funds for cur¬ 
rent plan expenditure. Thirdly, the total 
finance available to government is in 
excess of government investment by 
Rs 34,0(X) crore plus This would be re¬ 
quired partly to augment foreign enchange 
reserves, which are now too low for com¬ 
fort, and partly for transfers to Finance 
investment by the pnvate sector. This 
would inter alia, bring down the net pay- 
moil for interest on debt, via Financial in¬ 
stitutions. Finally, and most importantly, 
in the above calculations, no speafic pro¬ 
vision has been made for the finance re¬ 
quired for implementation of the Right to 
Work The Employment Guarantee Pro¬ 
gramme was estimated to cost some 
Rs 13,000 crore annually, or some 
Rs 65,000 crore over Five years. This can 
be provided (a) partly by saving on the 
present, widely scattered Centrally Spon¬ 
sored Schemes, which can then be 
deployed for the implementation of the 
Right to Work and the implementation of 
local area development programmes, by 
devolution of the finances to locally 
elected panchayats, (b) partly by cutting 
down on some subsidies (examined in 
detail by Mundle and Rao and referred to 
earlier) and converting them to explicit 
transfers, calculated to guarantee emplc^- 
ment and a minimum income to every job 
seeker, and (c) partly by deploying the ‘in- 
vestible resources' available with govern¬ 
ment foi investments for the improvement 
of the rural infrastructure (which will also 
help to increase employment) 

It may be added that all the above 
figures are dimensional and illustrative 
They are all oui of date. Instead of try¬ 
ing to adjust and re-adjust all these out¬ 
dated figures, the nation should prepare 
for a fresh plan, based on realistic Figures 
at 1990-91 prices, and the latest estimates 
of the macro aggregates which are known 
only to government economists 
It must be repeated that if the dissaving 
of government administration and depart¬ 
mental enterprises taken together were to 
be eliminated, the rest of the economy had 
already attained a saving rate of 23 9 per 
cent of the GDP in 1989-90 The focus, 
therefore, has to be essentially on the cur¬ 
tailment of administrative expenditure 
(especially unproductive expenditure), on 
the proper targeting of subsidies, on the 
efficient use of resources through the con¬ 
vergence of services Equally, if the cur¬ 
rent transfers involved in programmes like 
the IRDP/JRY (and other schemes under 
the Department of Rural Development) 
were to be deployed for ‘investment’ pur¬ 
poses, as part of local area planning 
(e g, for the improvement and reshaping 


of land and land wveUiag, contour bun¬ 
ding, termdni, planting of trees, •maU ir¬ 
rigation works calculated to improve the 
soil-wat» combination in dryland areas), 
there would be a noticeable increase in 
publicly financed rural investment. Such 
investment is likely to induce additional 
investments by the rural sector directly in 
the form of physical asseu. While basic 
land improvement in^tments may not 
yield any output for a couple years or even 
more (depending on the type of improve¬ 
ment required), there would be a spurt in 
output after a few years. Such invest¬ 
ments, of the classic Nurkseian variety, 
namely, Ihe mobilisation of unemplt^ 
(or under employed) labour for the crea¬ 
tion of long-term assets calculated to im¬ 
prove the productivity of labour, are to be 
a major feature of “watershed area plan¬ 
ning”. The success of such a programme 
would depend on the extent to which we 
succeed in the experiment on ‘decen- 
tralisauon’, the extent to whidi we are able 
to provide back-up support for effedive 
local area development plans. However, 
we must accept the reality; such efforts at 
local area development planning may 
begin to yield fruit only after two or three 
years, at the earliest. 

Thus, two consequences would follow. 
Many of the ‘current transfers’ would 
become of the nature of ‘investments* 
thereby putting scarce resources to best 
use. SMondly, though these investmoits 
may not yield immediate results, their 
gestation period would be very much 
shorter than the gestation period of large 
investments. Investments on infrestructure 
development must be made, bu^even part 
of such development, e g, on rural roads 
can be partly funded through such use of 
surplus labour, through implemenution 
of the Right to Work. 

The key to these changes is a restraint 
on the dissaving by government ad¬ 
ministration, together with decentralisa¬ 
tion of planning effort. 

TWo further points need re-emphasis. 
First, the total amount of (teFicit Fmanang 
IS to be contained Rs 30,000 crore (at 
1989-90 pnees) during the Eighth Plan. It 
IS noteworthy in this context that actual 
deFicit finance during the Seventh Plan 
had reached Rs 28,000 crore (at 1984-85 
prices) as against the plan target of 
Rs 14,000 crore Secondly, the current 
account deFiat in the balance of payments 
is projected to fall to some one per cent 
of the GDP by 1994-95 For the plan 
period as a whole, this implies an average 
deFiat of 1 7 per cent of the GDP. 

The other important prognostication m 
the context of raising of resources is that 
the public sector plan outlay is to be 
Financed very signiFicantly by the surplus 
of public seaor enterprises. Such surplus 
(of non-departmental public enterprises, 
at Rs 92,894 crore) would amount to 
nearly one-third of the public sector (dan 
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outlay of Rs 280,000 crore; and if the 
surpluses of departmental enterprises are 
added (which are mixed up in IhUe 2 with 
government ^ministration) the contribu¬ 
tion of publi^ ^literprises would amount 
to a significantly large proportion of the 
total. 

STAII: PLANS: SIZE AND FINANCING 

One of the problems that has been 
becoming acute of late is the steady ero¬ 
sion in the resources of the States. Thblc 
3 below gives the pattern of financing of 
Central and State plans, again at 1989-90 
prices, which had been suggested in 
August/September 1990. This table has no 
relevance except insofar as it helps to pin¬ 
point the importance of greater devolu¬ 
tion of resources to the States (and via the 
States, to the local authorities). Inciden¬ 
tally,, these figures would not tally with the 
prognostications made in Table 2 earlier. 
Again,, the figures are not relevant the 
dimensional magnitudes and the problems 
they point up are what the nation should 
debate. 

The figures in Table 3 have no par¬ 
ticular relevance as of now, but are yet im¬ 
portant because they underline that even 
the erstwhile Commission found it dif¬ 
ficult to restore better parity between Cen¬ 
tral and State plan outlays because of: (a) 
the overhang of past commitments of the 


Ontit^ and (b) the need and the urgency 
of a rapid build-up of inftastructiBes 
especially in the areu of energy and 
transport. 

IWo especially imp^ntant issues that 
arise in this context ait: (a) the magnitude 
of Central assistance for ^te Plans, and 
(b) the future of the Centrally Sponsored 
Schemes. 

The transfer of Rs SlfiOO crore to the 
States (emluding Rs 3,000 crore to the 
Union Ibrritories, which is shown as part 
of the Cmtral phui). plus Rs 7,700 crore 
of plan deficit giants makes for a total of 
Rs 64,700 crore at 1989-90 prices. This is 
not enough, considoing the gigantic uuks 
ahead of the States, for funding rural 
development, for education, health; nutri¬ 
tion and allied services, for urban 
development. 

As of today Centrally sponsored 
Schemes (CSS) still remain under the con¬ 
trol of the Centre: The major schemes in 
this context are the employment-oriented 
schemes (rural and urban); the family 
planning programme; the ICDS and the 
Accelerate Rural >K^ter Supply Schone. 
They account for roughly Rs 3,373 crore, 
or roughly 61 per cent of Central outlay 
on CSS as per the 1990-91 budget (B E). 
No decision has yet been taken in regard 
to the transfer of such schemes to the 
States, to devolve these funds to the locally 


dected paachiqnts, so as to: (a) make 
them an int^ral part of area devetopmenl 
pltms; and (b) make for greater efficiency 
in resource use throu^ the ‘conver^uceT 
of refaited services. 

It had been seen earlier that at 1989-90 
prices, the total finandal outlay required 
to implement the Right to Mtork iruv in¬ 
volve some Rs 13 AXI crore or thereabouts 
armually, or some Rs 63,000 note over a 
period of flve years, for which no specific 
provision has been made even in Ihble 2. 
The only wiy to implement such a {wo- 
grairuiw would be to: (a) empower the 
elected local bodies to prepare local area 
development plans; and (b) enable elected 
local bodies to implement the Right to 
Work by moviding them with the requued 
flnance. The funds currently available 
under the employment prograinmes are; 
(a) Jawahar Rozgar Yojana, budgeted for 
Rs 2,100 crore in 1990-91 and revised 
downward to Rs 2,000 crore in the Revised 
Estimate; and (b) Nehru Rozgar Ybjana 
(for urban areas) budgeted for Rs 120 
crore in 1990-91 and revised downward to 
Rs 110 crore in the revised Estimate; or a 
total of Rs 2,110 crore in 1990-91. There 
are numerous other budgetary heads for 
watershed area planning, crop husbandry 
support, self-employment programmes— 
all Central programmes. We have gone 
over the issue of devolution of funds, of 
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a Dane reitnictiiiing or tiie planning pio> 
cess from a buieauaatic planning 
framework to a people-oriented plan pro¬ 
gramme. We have seen earlier how it may 
be possible to provide the required 
finance, by a reduction of subsidies, and 
by converting the present ‘transfers’ to 
individuals to investment funds used fot 
area development. The purpose of giving 
the detailed figures of resource allocation 
as per Ihble 3 is that even a commission 
imbued with a vision of the need to bring 
about a social tran^ormation of the 
economy found itself: (a) weighed down 
by the overhang of past Commitments; 
(b) tied down by ministerial prerogatives 
and disinclination to shed authority and 
finance; and (c) unable to give concrete 
shape to some of the most cherished ideals 
because of organisational weaknesses, 
such as the inability of the government to 
bring about popular participation in the 
planning process, through democratic 
decentralisation. 

Some of the problems would be clearer 
from the proposed sectoral allocations as 
compared to actual outlays in the Seventh 
Plan. It is instructive to note that out of 
the allocation of Rs 23,500 crorc for 
large and medium industry, as much as 
Rs 18,500 crore represent the requirement 
of funds for ongoing schemes, Rs 4,000 
crore were meant for the States plans, and 
only Rs 1,000 crore left foi new Central 
projects. This was intended to only sup¬ 
port the new equity contribution to such 
projects as could find the required 
resources from the capital market/finan¬ 
cial institutions, based entirely on their 
bankability/orofliability. The allocation 
for large and medium industry was thus 


to be drastically cut to some 7 per cent 
of the total plan outlay, from more than 
12 per cent of plan funds allocated to this 
sector during the Seventh Plan. 

Nevertheless, there still remained three 
major weaknesses in the programme of 
plan finance. In the first place, there was 
not enough devolution of resources to the 
States, which had a total plan size of only 
Rs 152,200 crore out of the overall 
national plan of Rs 335,000 crore—only 
45.4 per cent of the total plan—when the 
process of social transformation really 
required a complete reversal of past 
trends, and focus on rural development, 
education, health, social welfare and 
raising the income and levels of living of 
the backward sections of the people. 
There was no agreement as to the transfer 
of the Centrally Sponsored Schemes to the 
States, which had the potential of being 
used to buttress the local area develop¬ 
ment plans (and at the same time, 
subserve the objectives of the CSS). 

The second major weakness of the 
aiiocalions/financial provisions was that 
the very estimate of States resources—in 
terms of balance of current revenues— 
was unrealistic, against the background of 
the actuals for 1989-90. Almost all the 
States were in the red; the non-mandatory 
suggestion of the Ninth Finance Commis¬ 
sion as to revenue deficit grants could be 
given effect to in 1990-91 only partially. 
Judging from past trends, the States are 
unlikely to have a balance from current 
revenues of Rs 10,140 crore (at 1989-90 
prices) during the five-year plan period. 
As is generally known, Sutes revenues are 
much less elastic than those of the Cen¬ 
tre; and the fundamental principle of 


public finance—that decentralised 
delivery of services is triways more 
efficient-has been systematically flouted 
by tte Cbntre. Indeed, this has become 
suenh habit that it is now customary for 
the Centre to treat the States as sup¬ 
plicants, to be doled out funds if they 
behave. 

The third major weakness of the finan¬ 
cial provision was that the requirement of 
funds for any kind of ^ployment 
guarantee* was given the go-by. Even if 
one were to devolve not only all the CSS 
but many other Central schemes (which 
can and should be used for area develop¬ 
ment plans), the totality of funds available 
was still short of the funds required to 
enable anyone to demand eight hours 
work for the statutory minimum wage for 
eight hours physical work. Ihble 2, and 
some general suggestions made thereafter 
may take care of this problem, but then, 
the required funds ne^ to devolve down, 
and not kept by the Centre, in the name 
of a Centrally Sponsored Scheme for 
Employment. It may be expected that 
when self-employment opportunities im¬ 
prove (through area development plans) 
the demand for employment (under the 
Employment Guarantee Programme) 
would decline. Unfortunately, the process 
of drawing up area development plans for 
each village, through decentralised 
planning—which requires the institutional 
framework of an elected panchayat 
system—has not even been initiated yet. 

It is against this background that the 
prime need of the country today is not a 
higher rate of growth of the GDP, but a 
more balanced growth of all regions, a 
growth of employment opportunities 
faster than the growth of the workforce, 
a programme which will raise the quality 
of life of the backward sections of the 
population, which will automatically 
reduce the rate of growth of the popula¬ 
tion. 

The financial dimensions of the Eighth 
Plan drawn up in September 1990 is a 
matter of history, when a new govern¬ 
ment and a new Planning Commission 
take charge in June 1991, it will have to 
face some very hard realities in terms of 
both external and internal balance, in 
terms of alternative paths of growth where 
the past trends—with their energy and 
capital intensity—point to catastrophe, 
and where decentralisation, a focus on a 
more rational pattern of development 
based on our own internal resources point 
the way to long-term viability. 

It is likely that such a choice may not 
be made either volunouily or easily by any 
Central government. This is why there is 
particular need for a national debate on 
the issue. This is why even some outdated, 
unrealistic dimensional figures given 
earlier may help to encourage such a 
debate. 


Tabu t. Proposfd PuBi ic Sector Outlays in Eiohtii Pi an 



Seventh Plan Actuals 

Eighth Plan Proposed 
(at 1989-90 Prices) 


(Rs Crore) 

Percentage 

(Rs Crore) 

Percentage 

1 Agriculture 

12,861 

5.79 

20,000 

5.97 

2 Irrigation and flood control 

16,456 

7.40 

27,000 

8.06 

3 Rural developmeni 

18,672 

8.40 

30,000 

8.% 

4 Social services 

33,397 

15.02 

60,000 

17.91 

5 Energy 

63,554 

28.59 

I04,000* 

31.04 

6 Transport 

30,329 

13.64 

41,800 

12.48 

7 industry and minerals 

Of which 

30,266 

12.62 

30,500 

9.10 

Large medium 

26,976 

12.14 

23,500 

7.01 

Small village 

8 Communications and informatioii 

3,290 

1.48 

7,000 

1 2.09 

and broadcasting 

9 'Science, technology and 

10,224 

4.60 

15,200 

4.54 

environment 

2,983 

1.34 

5,500 

1.64 

to Others 

3.552 

1.60 

1,000 

0.30 

Total 

2,22,294 

100.00 

3,35,000 

100.00 


Note. * This included an allocation of Rs 24,000 crore for Petroleum and Natural Gas agtunsl 
Rs 16,008 crore actually invested during the Seventh Plan. However, the ONGC/OIL 
were to be empowered to plan for and to place the requisite orders for raising crude 
oil output to 52 million tonnes by 1994-95, estimated to require a total sum of Rs 35,000 
crore approximately, to be made up from shortfalls in other sectoiVadditional resources. 
This was done consciously in the inierest,of reducing the import dependence on crude 
oil/oil products. 
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Charade of Preparing the 
Eighth Plan 

BM 


The present Planning Commission has neither the political 
authority nor the policy direction tc try to put together the draft 
of the Eighth Plan. The planners should, therefore, avoid being 
pushed into unviable positions by a group of self-serving 
politicians with populist pretensions. 


THE air of uncertainty combined with 
lethargy and purposelessness that current¬ 
ly pervades in Yojana Bhavan is palpable; 
the position is worse than what obtained 
at the close of the Third Plan which 
stalled the launching of the Fourth Plan. 
There is yet another notable difference in 
the present condition and environment so 
far as development planning is concerned. 
If the decision to go for a three-year plan 
holiday in the mid-sixties was a deliberate 
one, there is a mindless drift into a plan 
holiday at present. If during the earlier 
plan holiday period, annual plans were 
formulated with great care and caution 
under the leadership of the late D R 
Gadgil and this subsequently helped 
resumption of medium-term, five-year 
planning, the plan holidy currently is ten¬ 
ding to be absolute with little chance of 
medium-term planning being resumed 
seriously, unless there is a major political 
intervention in its favour. 

Whatever work is going on in Yojana 
Bhavan presently is not only fitful but is 
lacking in conviction and credibility and 
is devoid of any perspective as well. The 
planners are Ireing prodded into work 
which merely panders to the whims and 
fancies of their political boss, Chandra 
Shekhar. This tendency seems to have 
ironically gained strength after Chandra 
Shekhar has been turned into a caretaker 
prime minister, it is remarkable that he 
has tended in that capacity to develop 
added spunk and recklessne.ss. This is 
evident from the manner of his handling 
of political issues, among them the elec¬ 
tions in the Punjab and Assam. On the 
economic front, apart from much else, 
similar was his decision to hold a meeting 
of the National Development Council. 
His direction to adopt a minimum 6 per 
cent growth target for the Eighth Plan, 
presumably for a presentation to the 
NDC, placed the planners in an awkward 
position. The planners dutifully resumed 
work on drawing up the plan with a 6 per 
cent growth rate: But even the hand-picked 


planners found it pointless to face the 
NDC in the prevailing conditions. They 
conveyed their diffidence to the boss. 
Since some of the chief ministers also 
voiced their unwillingness to attend the 
proposed NDC meeting on April 24, when 
the general elections would be due to be 
held shortly, Chandra Shekhar had to 
drop the idea of holding the NDC 
meeting. This was sensible of him, 
especially so since his remaining in the 
office as prime minister after the elections 
can be ruled out in spite of the heroic 
pretensions of his camp-followers about 
opportunities that may again become 
available to him in the event of a hung 
parliament. 

Significantly, V P Singh when he was 
prime minister still with a sound support 
in parliament had referred to the prospect 
of a plan holiday which the government 
could be forced into if the public sector 
did not help in meeting investment targets. 
Thus the NF government too was being 
pushed into a plan holiday position. In 
other words, the social, political and ad¬ 
ministrative environment was already ten¬ 
ding to be such that development planning 
was being pushed very much down the 
agenda of the government as well as all 
the mainstream political parties. The posi¬ 
tion in all these respects is much worse at 
present. The election manifestos of all the 
parties make this position stark. 

After the Approach to the Eighth Plan 
was defined with impressive aplomb and 
speed by the planners under the NF 
government and approved by the Natbnal 
Development Council, the work on draw¬ 
ing up the draft plan on the basis of the 
approved approach visibly slowed down, 
if it did not get stalled altogether. A ses¬ 
sion of the NDC for a review of the 
Centre-State financial relations and the 
Gadgil formula governing the devolution 
of resources from the Centre to the States 
could not be held because of the political 
uncertainty and instability which had by 
then erupted. The debate on development 


planning, both inside the NF govemmen 
and outside it among political parties and 
in academic circles and the media had run 
on predictable lines. The attempt to step 
out of the conventional groove and 
‘reorient’ the planning process and 
priorities in tune with popular needs and 
aspirations was found distu.omg by the 
votaries of the status quo. There were no 
figures in the Approach Paper on the 
Eighth Plan, it was pointed out with scep¬ 
ticism, even contempt. This was 
something not in line with the conven¬ 
tional style of planning. Where were the 
nuts and bolts, the figures to bandy about, 
the critics asked. The target of 3 per cent 
employment growth rate mentioned in the 
Approach Paper was dismissed as of no 
relevance unless the growth rate and size 
of the plan was fixed. The politicians and 
administrators as well as some figure- 
happy advisors in Yojana Bhavan itself 
were greatly upset. In the absence of 
quantitative targets for them to play with 
and stake claims to financial allocations 
for their pet projects and programmes, the 
Approach Paper was of no use to them. 

When the NF government was toppled, 
Chandra Shekhar who was catapulted to 
the office of prime minister by Con- 
gres.s(I) put in place his own Planning 
Commission which, while it airily 
declared its support to the Approach 
Paper drawn up under the NF govern¬ 
ment, began energetically to play with 
figures and quantities, totally unmindful 
of the policy implications. Chandra 
Shekhar, on his part, anxious to score 
political points, went enthusiastically for 
scaling up the growth target of the plan. 
But when the planners sought some 
guidance from the prime minister on the 
resources position, they drew a blank. A 
three-man committee consisting of the 
prime minister, the finance minister and 
the deputy chairman of the Planning 
Commission was set up to determine the 
resources position. But nothing in this 
regard was done either by the committee 
or anyone else. If the planners still found 
themselves obliged to pursue the growth 
target of 6 per cent for the plan, this was 
only to humour the prime minister rather 
than to undertake a serious exercise in 
drawing up the plan. Meanwhile; the 
resources position rapidly worsened and 
no remedial action has been possible with 
even the budget for 1991-92 being withhdU 
for narrow political considerations. 

The very idea that the prime minister 
of the day should order the planners to 
work backwards from a giren growth 
target set arbitrarily and calculate on that 
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metm the plan b faniaiti& Thil is what 

Rajiv Gandhi did for the Eighth nan. 
Chandra Sbekhai has followed him. Hie 
first imperative of sound planning, 
however, is a policy frame and political 
commitment on the basis of which to 
arrive at pUn targets which are feasible 
and will achieve desirable results and ob¬ 
jectives The policy issues which have to 
be squarely faced today are of a wide- 
ranging and complex nature—the ehtist 
resource mobilisation, including tax, 
policy, the determination of the space for 
big business and multinationals with their 
labour saving high technologies, mechani¬ 
sation of farming mocking at land 
reforms, inequitable sharing of the gains 
of production both in industry and 
agriculture, and so on The minority 
government of Chandra Shekhar has been 
III no position to lace the policy issues, it 
chose to avoid or obfuscate them 
The Chandra Shekhar government 
I mall V had no option but to put off the 
meeting of the National Development 
Council It was singularly inept, even 
foolhardy, to propose the holding of the 
meeting in the given political conditions 
For the deputy chairman ot the Planning 
Commission, Mohan Dharia, a politician 
of some standing m iht seventies, to be 
blisslulfy oblivious of the political im¬ 
perative of serious and effective develop 
ment planning ivas itself surprising He 
went along with the idea and even came 
out in public m Mippori of it Ihis only 
cast doubts on hi> competence and 
qualification 'o hold the office of the 
country’s chic I plannei I he tact is that 
the Planning C onirnission assembled 
undci the minoiitv government of 
C handia Shekhai could never get down 
seriously to the woik of diawmg up the 
Lighth Plan 

I he plan making exercises were hound 
to become wholly miruciuous once the 
presentation of the regulat budget for 
IWI 92 was avoided m an abject submis 
MOn to outside pressures and m order to 
subserve narrow political interests of the 
C ongress(l) It was quite remai kablc that 
the assembly elections in Tamil Nadu 
which wcie ordered aftci dismissing the 
elected govcrnnient in the State on flimsy 
grounds was unabashedly given as the 
reason lor postponing the presentation of 
the budget This only emphasised that the 
government headed by Chandra Shekhar 
was too fragile to pertoim even the 
minimal tasks of governance This was 
inherent m the political arrangement 
which had enabled Chandra Shekhv to 
achieve his ambition to occupy the office 
of prime minister without having to win 
a popular sanction in a functioning 
democracy. The lackadaisical ways of the 


during its brief teaure. 

After the proposed NDC meeting was 
called off, Dharia fondly hoped that the 
planners could justify their being in 
business in the Yojana Bhavan under the 
caretaker government by writing the draft 
of the Eighth Plan for presentation to the 
government which would be lormed on 
the basis of the results of the general elec 
tion This too was, to say the least, a fanci 
ful idea The present Planning Commis 
Sion has neither the political authority nor 
the policy direction to put together the 
draft oTthe Eighth Plan There are doubts 
even about its professional competence 
The planners would do well to avoid being 
pushed into an unenviable position by a 
group of self-serving politicians who while 
they lack democratic sanctions strut about 
in the corridors of power with tall populist 
pretensions It is quite remarkable also 
that Mohan Dharia has not hesitated to 
faithfully follow his political friend and 
mentor, Chandra Shekhar, and talk about 
building the ‘social intrastruclure’ such as 
provision of drinking water to ail villages, 
all-weather roads, eradication of illiteracy, 
employment for millions and so on, and 
in the same breath cal! for the accelera 
tion of the rate of growth in the Eighth 
Plan What is being projected is p 
minimum of one percentage point above 
the rate of growth achieved in the Seventh 
Plan by sacnticing ‘social infrastructure 
to subserve the urgent needs ot the mass 
ol the people and a borrowing spree which 
has brought India close to the foreign and 
domestic debt trap The planners if they 
are wise, should be more circumspect 
about scaling up plan targets when the 
plan implementation position is so tight 
and the political environment holds no 
assurance of a stnet order ol pnontics and 
discipline, fiscal and organisational, which 
alone can make development planning 
meaningful and effective 
The Chandra Shekhar government also 
tries to look nonchalantly at the dark 
shadow of IMF which is hovering over 
economic policy and planning in India, 
even while it is actively seeking IMF 
benevolence and is going round with the 
begging bowl for foreign credits lb think 
that this IS of no concern for plan-making 
IS to show a shallow penxpuon of the task 
of development planning, both in the 
short and medium term The fact to be 
reckoned with is tha* the decks are being 
feverishly cleared for structural adjust¬ 
ment of the Indian economy to be financ¬ 
ed by the IMF and other credits This in¬ 
volves acoq^itance, together wuh foragn 
credits, of onerous conditions, the 
piunaiy condition bong that development 
planning has to be aborted and the role 
vi the Indian state in the development 


Plannittg Commission will stiU he retidn- 
ed IS anybody's guess but it wiU cerutniy 
cease to be functional It is also disconcer¬ 
ting m this corgext to find professionals 
in the Yojana Bhavan watching helplessly 
and fafling in line behind small-time 
politicians They may find some satisfac¬ 
tion in their work as technicians but, to 
be meaningful, their work has to have 
social content and direction, failing that 
their role and work are bound to be 
frustrating and even demeaning The 
grand ideas of social transformation, 
decentralisation of the political and ad¬ 
ministrative structures, protection of 
labour-intensive productive activity, 
assurance of gainful employment for the 
unemployed and underemployed and a 
self reliant growth process which does not 
rest on foreign crutches, which were pro¬ 
jected in the Approach Document under 
the N F government have ceased to be 
even talking points currently in plan¬ 
making exercises The extent of help¬ 
lessness, dependence on foreign creditors, 
IS indeed disconcerting For the care taker 
government to exonerate a Japanese firm 
black listed for bribing Indians m order 
to get Japanese credits is revealing of the 
present state of affairs It shy., the 
depths, moral and political, which have 
been touched Chandra Shekhar has pro¬ 
bably exonerated the corruption in the 
Bofors transaction lo sanctify this posi¬ 
tion To get out of such a morass is not 
going 10 be easy The talk of development 
planning is meaningless in these 
conditions 
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Laste and Bihar Politics 

Ravindn Kumar Verma 


Though the backward castes constitute nearly 60 per cent of 
Bihar’s electorate, till the early years of the 1970s-these castes were 
politically not significant. 1977 was the turning point in their 
political oiganisation when reservation for backward castes in 
government service was introduced. 


THE strength of the total electorate in 
Bihar was 3,4940.842 in 1977 which rose 
to 3.97,13.485 in 1980.4,33,31.010 in 1984 
and nearly S.40 crore in the 1989 parlia¬ 
mentary elections when the voting age was 
reduced to 18. Though the electorate may 
be classified on the basis of caste; religion, 
class etc, caste considerations are of prime 
importance. After 1977 when the Janata 
government introduced caste based reser¬ 
vations in Bihar three basic caste groups 
emerged—forward castes, backward 
castes and scheduled castes and scheduled 
tribes. 

The forward castes consist of Brahmins, 
Bhumihars, Rajputs and Kayasthas. Land 
and other resources such as official posi¬ 
tion, literacy, better economic conditions 
and social respect have been the privilege 
of these castes which accounts for the 
political dominance of these castes. But 
now the situation has begun to change 
and these castes are being gradually 
eclipsed politically. However, they still 
retain a political significance dispropor- 
tiorute to their numerical strength. 

The Kayasthas constitute only a small 
portion (1 per cent) of the total popula¬ 
tion of the State. Kayasthas acquired im¬ 
portance in Indian history since Moghal 
period because they learnt Urdu (and later 
English in the British period) faster than 
other castes and were attached to rulers 
for assistance in governance. This caste 
has been politically significant even prior 
to independence. Many national leaders 
during the freedom struggle such as 
Sachchidanand Sinha, Rajendra Prasad 
and Jai Prakash Narain belonged to this 
caste. Since independence Kayasthas have 
played a significant role in Bihar politics. 
K B Sahaya, Badrinath Verma, Mahamaya 
Prasad Sinha Vindeshwari Prasad Verma, 
PhuUui Prasad \%rma, Jagat Narain Lai, 
Shyam Nandan Sahaya, Baldeo Sahaya, 
Kamaldeo Narain, Anirudha Prasad and 
P N Sinha were among the prominent 
legislators who were active in party 
politics in Bihar between 1946 and 1967. 
There has, however, been a sharp decline 
of role of this caste in Bihar politics par¬ 
ticularly since the 1972 assembly elections. 

It is a notable fact that in almost all the 
urban areas in Bihar Kayasthas are 
numerically significant. The Patna Lok 
Sabha constituency alone has nearly l.S 
lakh Kayastha voters amounting to nearly 


15 per cent of the electorate. l\vo of the 
assembly segments Patna Central and 
Patna West have 46,000 and 93,000 
Kayastha voters respectively. The 
Chitiagupta Mahasabha, was a significant 
political force in Ranchi during the 1989 
Lok Sabha polls. The Kayastha voters are 
very important in the Patna Lok Sabha 
constituency. Fbrmer General S K Sinha, 
among the prominent contestants from 
Patna in 1984 general elections, polled 
over 1.17 lakh votes. Shailendra Nath 
Srivastava (BLIP) won the Patna scat in the 
1989 elections 1^ a margin of 21,593 votes 
defeating sitting Congress(I) MP, 
C P Thakur. Other prominent Kayastha 
leaders are Subodh Kant Sahay (Union 
minister of state) and Dharmesh Prasad 
Verma who won in 1989 Lok Sabha elec¬ 
tions. However, when Bihar as a whole is 
considered the Kayasthas are being 
marginalised in Bihar politics. For this 
reason all but the highly political Kayastha 
voters may go to the UP. 

The reason that the Kayasthas are being 
marginalised in Bihar politics is on 
account of the close nexus between 
violence and politics. Being numerically 
insignificant this caste is unable to handle 
or use muscle power or organise a private 
militia. The other factor that is making 
it politically defunct is that the majority 
of this caste is service oriented and is 
hence politically unorganised. Bihar’s 
politics has altered substantially since the 
first two decades of independence and in 
this changed situation the Kayasthas are 
not competitive. Nevertheless, this caste 
constitutes 5.5 per cent of the represen¬ 
tatives from Bihar in the ninth Lok Sabha. 

Brahmins constitute nearly 7 per cent 
of Bihar’s total population. The Brahmins 
of Bihar are categorised, in terms of 
politics, into two major groups—the 
Maithils and non-Maithils (Kankubja, 
Sarjupari etc). The Maithils generally 
come from the northern districts like 
Darbhanga, Madhubanf, Sitamarhi, 
Muzaffarpur, Bhagalpur, Saharsa, 
Purnea, Munger and Begusarai while the 
non Maithils reside in other parts of the 
State and ate generally concentrated in 
middle Bihar. 

Although some important Brahmin 
leaders (of the latter category) like Kedar 
Pandey, Ramanand Ibwary, Jagnarain 
Trivedi, Bindeshwari Dubey, K K Ibwari 


and Lai Muni CStoube emerged in poHtici 
thejr could not ensure Brahminical 
dominance of Bihar level politics. They 
could only remain confined to scattered 
Brahmin pockets. The political role of this 
caste in Bihar is visible since the 1960$. 

The Maithil Brahmins came to the 
forefront in 1961 when Binodanand Jha 
became the chief minister and continued 
till l%3. With his coming to power 
Brahmins acquired a sense of unity but 
Brahminical unity was short lived. Maithil 
power reemerged in the early 70s with the 
rise of Lalit Narain Mishra who establish¬ 
ed his political significance under the 
leadership of Indira Gandhi. However, the 
most important mass political leader who 
emerged in 1975 as chief minister was 
Jagannath Mishra. When he assumed 
power in the State the Maithil Brahmins 
acquired important positions in the 
political system. Harinath Mishra, Radha 
Nandan Jha, Nagendra Jha, Bhagwat Jha 
Azad became part of the centre of power 
in the Slate. With the death of the veteran 
Socialist leader Karpoori Thakur, 
Raghunath Jha from the non-Congress 
platform emeiged as a likely chief 
ministerial candidate. However, Jha has 
been unable to retain the chieftainship of 
the Bihar Janata Dal. 

Though the Brahmins form an impor¬ 
tant part of the bureaucracy, judiciary and 
political life in the State there has been a 
polarisation of this caste, into Maithils 
and non-Maithils. Nevertheless, of repre¬ 
sentatives from Bihar in the ninth Lok 
Sabha 5.5 per cent are from this caste. 
Although the Brahmins are supposed to 
be affiliated to Congress Party the three 
Lok Sabha MPs elected in 1989 Raj 
Mangal Mi.shra (Gopalganj), Janardan 
Tewari (Siwan) and Bhogendra Jha 
(Madhubani) belong to three different 
political parties Janata Dai, Bharatiya 
Janata Party and Communist Party of 
India respectively. 

Among the upper castes the Bhumihars 
have considerable landed property. Impor¬ 
tant among the leaders of the caste were 
Ganesh Dutta, Shri Krishna Sinha, and 
Ram Dayalu Singh. From 1937 to 1939 
Shri Krishna Sinha was prime minister of 
Bihar and again from 1947 to January 
1961 he was the chief minister of Bihar. 
During his chieftainship, many new 
leaders emerged from this community. 
Important among them were Mahesh 
Prasad Sinha, Krishnakant Sinha, 
L P Shahi, Ram Briksha Brahmachari, 
Basawan Sinha, Shyam Nandan Mishra, 
Ramashray Prasad Singh, Kailashpathi 
Mishra and others. This caste has also 
provided some women leaders like 
Krishna Shahi, Ihrkeshwari Sinha and 
Usha Sinha. 

Shri Krishna Sinha remained in power 
for a considerable period in Bihar which 
generated the resentment of other com- 
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FStasOtf agf^H uu$ caste. After ttw death 
of Shri Krishna Sinha the Bhumihars 
could not retain their hold on Bihar 
politics to the same extent. However, in 
the Congress Ramashraya Prasad Singh 
and L P Shahi and in the BJP Kailash- 
pathi Mishra are considered pillars of their 
parties. After the debacle of Congress in 
the 1989 general elections, the caste’s 
political hold has declined. In the 1989 
Lok Sabha elections the caste bagged 
three seats which is in the forefront of the 
anii-Mandal struggle. 

The Rajputs have also been a land own¬ 
ing community active in Bihar politics. 
Anugrah Narain Sinha was active in the 
Congress and was for years regarded as 
a lieutenant of Rajendra Prasad. Anugrah 
Narain Sinha was Shri Krishna Sinha’s 
rival for official leadership. 1957 witnes¬ 
sed struggle between Shri Krishna Sinha 
and Anugrah Narain Sinha for leadership 
of the Congress legislature party. That 
struggle intensified caste-struggle in the 
state. Before that contest, caste rivalry at 
the political level was conducted in less 
visible ways. Now the struggle assumed a 
vocal and externally visible proportions. 
Other important leaders of the caste have 
been Nand Kumar Singh, S N Sinha, P N 
Singh, Deep Narain and Ambika Sharan 
Singh. 

In the 1980s the prominent Rajput 
leaders who emerged as significant leaders 
were Suraj Narain Singh, Chandra 
Shekhar Singh, Ram Dulari Sinha, 
bhishina Narain Singh, Kishori Sinha and 
Manorama Singh. In 1988 the Congress 
party in the Stale had to lace the problem 
of dissident groups. As a result the Con¬ 
gress central leadership imposed Saieyan- 
dra Narain Sinha the son of late A N 
Sinha, as chief minister in order to defuse 
tension but his defeat in 1989 affected 
Rajput's hold on Bihar politics. The caste 
bagged six scats in 1989 Ixik Sabha 
elections. 

Backward C'A.srES 

The backward castes constitute nearly 
60 per cent of the total voters in Bihar. 


were pofiticatly not si^fkant. In tire late 
1930s a IKveni Sangh was formed con¬ 
sisting of Ykdavas, Kumiies and Koeries— 
the three landed castes among the 
backward castes. The politically signi¬ 
ficant. backward, castes are Yadavas, 
Kurmies, Koeries, Bantyas, Kahars, 
Ohanuks, Nonias, Iblis, Suris, Kanus, 
Lohars, Binds, Hajam, etc, among which 
Yadavas, Kurmies and Koeries are the 
frontline. Although Karpuri Thakur was 
a Hajam (barber) he represented the 
whole backward caste community. 

The turning point in the organisation 
of these castes was in 1977 when Karpuri 
Thakur, the then chief minister introduc¬ 
ed reservations for backward castes in 
government service. The forward castes 
reacted vigorously against this decision as 
a consequence of which the process of 
backward caste solidarity gain^ momen¬ 
tum. Since then politics in Bihar has been 
characterised by a fourfold division— 
forward castes, backward castes, Harijan 
and regional (tribal) politics. 

The Congress f^rty relies on the 
forward castes in the State as .seen by the 
fact that the Congress(l) in 1989 Lok 
Sabha elections, awarded more than 70 
per cent of its tickets to forward castes foi 
the general .seats. The Janata Dal awarded 
more than 80 per cent of its tickets to non¬ 
forward castes at the behest of Laloo 
Prasad Yadav. The distribution of Lok 
Sabha tickets by different political parties 
suggests that the Yadavas, Koeries, Kurmis 
and Banias enjoy considerable political in¬ 
fluence in the State due to their numerical 
strength and growing militancy. 

It is clear that Yadavas are the political 
elite among the backward castes. Ram 
Lakhan Singh Yadav emeiged as caste 
leader in lS)60s under the patronage of 
chief minister K B Sahay and until recent¬ 
ly was considered the sole Yadav leader. 
The other Yadav leaders like B P Mandal 
and Daroga Prasad Rai were not recognis¬ 
ed as caste leaders at the State level. After 
the death of K B Sahaya and the pheno¬ 
menal rise of Brahmins in Bihar politics. 


not lose the lendership of his caste 
gradually lost his state level political 
significance. The emergence of backward 
caste politics led Karpoori Thakur also 
weakened his hold in the political arena. 
Due to the vacuum in backward caste 
politics in Bihar created by the death of 
Karpuri Thakur, some new faces emeiged. 
Important among them are Laloo Prasad 
Yadav, Nitish Kumar and Jai Prakash 
Yadav. 

it is important to note that the Vbdavs 
have cornered the largest number of seats 
won by any single caste—Laloo Prasad 
Vbdav (Qupra), Hukumdeo Narain Ybdav 
(Siumarhi), Devendra Prasad Yadav 
(Jhanjharpur), R K )^av (Madhepura), 
Chunchun >11^ (Bhagalpur), Ramsharan 
Yadav (Khagaria), Surya Narain Ykdav 
(Saharsa), all from the Janau Dal, 
Janardan Yadav (Godda) of BJP and 
Ramashray Prasad Singh (Jeharubad) and 
Ibj Narain )&dav (Buxar) of Communist 
Party of India. The CPJ allotted four 
tickets to )bdavs while the BJP and IPF 
allotted three each. Besides the nine seats 
won by Yadavas eight yadavs finished 
second. This caste has thus emerged 
politically as the strongest single caste. 

During 1989 Lok Sabha election, 
backward castes other than Yhdav» bag¬ 
ged 17 seats which is 31 per cent of the 
total seats. If we add the number of 
Yadavs, the percentage of seats won, is 
over 48 per cent. 

Scheduled Castes 

The scheduled castes in Bihar according 
to the 1981 census constitute 14.45 per 
cent of the total population. In terms of 
growth, we find that the population ratio 
has been increasing from one census to the 
next. The percentage of scheduled caste 
in Bihar in 1951 was 12.67,14.07 in 1961, 
14.11 in 1971 and 14.45 in 1981. The 
numerical strength of the scheduled castes 
IS 101.42 lakh. Districtwise their popula¬ 
tion percentage ranges from 9.8 per cent 
to 24.4 per cent. Palamau district has the 


Tabi I : CxsTES AND Pari US in IX Lok Sabha Lllction 


Castes 




Political Parlies 





JD 

BJP 

Congress 

CPI 

JMM 

Others 

Total 

Brahmin 

t (.T3) 

1 (11.1) 


1 (25 0) 



3 (5.3) 

Bhumihar 

2 (6.5) 

2 (22.3) 

— 

— 


_ 

4 (7.2) 

Rajput 

6 (19.3) 

— 


— 


— 

6 (11.1) 

Kavastha 

2 (6.5) 

1 (11.1) 


— 

__ 


3 (5.5) 

Yadav 

7 (22.5) 

1 (11.1) 

— 

2 (500) 

— 

— 

10 (18.6) 

OBC (Koeri, Kurmi, Vaisya 
and others) 

5 (16.1) 

2 (22.2) 

1 (25.0) 

1 (25 0) 

1 (33 3) 

2 (66.7) 

12 (22.3) 

Muslims 

2 (6.5) 

_ 

1 (25.0) 

_ 

_ 

IPF4MCC 

3 (5.5) 

SC 

6 (19 3) 

1 (11.1) 

__ 

— 

— 

1 (33.3) 

8 (15.0) 

Past, Dusadh, Dhobi 

ST 

_ 

1 (’Ll) 

2 (50.0) 


2 (66.7) 

CPM 

5 (9.3) 

Total 

31 (100.00) 

1 (100.00) 

4 (100.00) 

4 (100.00) 

3 ilimoi 

3 (100.00) 

54 (lOtUll 


Note : Figures m brackets show the percentage. 
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of 4,78^25. The districts with sparse 
scheduled caste population are Singbhum, 
Ranchi, Santhal Pargana and Bhagalpur. 

The major constituents of the schedul¬ 
ed castes are Chamar, Dusadh, Dhobi. 
Dorn. Pasi and Musahar. Although there 
are 23 castes under this category the most 
conspicuous in numerical terms are the 
above five castes (71 per cent). The 
political consciousness of the scheduled 
castes have no doubt been increasing since 
the introduction of general elections. If 
we take the number of contestants from 
these castes in the Lx)k Sabha election we 
find that there has been a phenomenal 
rise. The scheduled caste contestants 
numbered 35 in 1967, 52 in 1971, 40 in 
1977, 56 in 1980, 66 in 1984 and 70 in 
1989. Interestingly, none of the national 
parties have so far fielded scheduled caste 
candidates from the 41 general seats in the 
State in the last 40 years. 

The important scheduled caste leaders 
from Bihar are Ram Bilas Paswan, Meera 
Kumar, Mahabir Paswan, Dumar Lai 
Beitha and others. Jagjivan Ram was the 
first scheduled caste leader from Bihar, 
who emerged at the national level. In the 
1989 Lok Sabha general elections the 
national parties such as Janata Dai, BJP, 
Congres$(l), CPI, etc, fielded candidates 
belonging to the I^i, Dhobi, Dusadh and 
Chamar castes. The Congres.s(I) fielded 
eight candidates, Janata Dal six, 
Bharatiya Janata Party three and CPI and 
CPI(M) from one each. 

Mahendra Baitha (Bagaha), Ram 
Bilash Paswan (Hajipur), Dasai 
Choudhary (Rosera), Sukhdeo Paswan 
(Araria), Chhedi I’aswan (Sasaram) and 
Jorawar Ram (Palamau) belong to the 
Janata Dal. Prem Pradeep (Nawada) and 
Ishwari Choudhary (Gaya) belong to the 
CPI(M) and Bharatiya Janata Party 
respectively. Prominent losers among 
scheduled castes contestants, contesting 
on the Congress(I) ticket, were Mahavir 
Paswan (Hajipur), Ram Bhagat Paswan 
(Rosera), B L Baitha (Araria), Meera 
Kumar (Sasaram), Kuer Ram (Nawada), 
Ram Swaroop Ram (Gaya) and Kamala 
Kumari (Palamau). The BJP’s scheduled 
caste candidates who lost were Kameshwar 
Paswan (Nawada) Ramdeo Ram 
(Palamau) and the only CPI loser was 
Janaki Paswan (Gaya). The losers also 
belonged to Dhobi, Chamar, Pasi and 
Dusadh castes. 

SC'HLOUIED TRIBt-S 

The scheduled tribe population in Bihar 
numbers 58,10,867 according to 1981 
census which constitutes 8.3 per cent of 
the total population. The highest concen¬ 
tration of scheduled tribes are in the 
districts of Ranchi (54.4 per cent), 
Singbhum (44.1 per cent) and Santhal 
Pargana (36.5 per cent). The districts of 


sizeable strength .amounting to 18.3 per 
cent, 13 per cent and 11.4 per cent 
respectively. 

The important tribes in Bihar are 
Mundas, Oraons, Ho, Bhumij, Kharia, 
Paharia, Thhana, etc. To these are added 
Santhals who reside mainly in Santhal 
Parganas administratively controlled by 
the dLstricts of Bhagalpur, Santhal 
Pargana, Deoghar, etc. Exclusion of a 
large part of the tribal population from 
the benefits of economic and social pro¬ 
gress and the marginalisation of their 
culture has led to the demand for a 
separate State. The Jharkhand movement 
was started m the 1950s and since then has 
had fluctuating fortunes. Up to 1%9 the 
most influential leader was Jaipal Singh 
who formed the Adivasi Mahasabha in 
1946 and later the Jharkhand Party in 
1950s which merged with the Congress 
Party before the 1967 elections. Soon 
every tribal, organisation bore the name 
‘Jharkhand’, such as All India Jharkhand 
Party, Hul Jharkhand Party, Bihar Prant 
Hul Jharkhand and so on. Of all the 
Jharkhand parties the most forceful, is 
Jharkhand Mukti Morcha born towards 
the end of 1972. 

In the 1%7 Lok Sabha elections the 
total number of contestants from tribal 
constituencies was 32—of which the Con 
gress fielded five, Swatantra Party three, 
Bharatiya Jana Sangh five, SSP one, CPI 
one and PSP one, the remaining 16 being 


py the ly/J parnamcniary eieciiuiis wi 
which the Congress(R) fielded three, 
Bharatiya Jana Sangh one, PSP one, CPI 
one, Jharkhand Party combine nine and 
independents 22. The picture in 1977 was 
different judged by the fact that there were 
only 28 contestants out of whom 18 were 
independents. In 1980 there were 51 con¬ 
testants front the Jhatkhand area com¬ 
pared to 55 in 1984. 

There were six constituencies reserved 
for scheduled tribes in Bihar in 1952 but 
from 1957 and onwards this went down 
to five namely, Rajrnahal, Dumka, 
Singbhum, Khunii, and Lohardagga. In'* 
the 1989 Lok Sabha elections the 
Jharkhand Mukti Morcha and ('ongress 
won two seats each and the BJP one. 
Simon Marandi from Rajmahal, Shibu 
Soren from Dumka were JMM can¬ 
didates. Bagun Sumbriii from Singbhum 
and Sumati Oraon from Lohardagga were 
from the Congress(l). Kaiia Munda from 
Khunti belongs to the BJP The important 
Jharkhand candidates who lost in 1989 
were Krishna Maraiidt and N E Horo. 

The Jharkhand Mukti Morcha fought 
from non-reserved constituencies also out 
of which one seal—Jamshedpui —was 
won by JMM candidate, Shailendra 
Mahto. The other notable fact is that the 
BJP has shown gicat interest in tribal 
politics and was able to bag one eserved 
seat on the slogan of a separate ‘Vanan- 
chal’ State. 
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Reform of Financial System 


Press reports on the report of the World Bank staff team on 
India's financial system have tended to be sensational. True, the 
report favours eventual privatisation of the financial system. But 
that is not the central theme. Greater efficiency and flexibility are 
the keys to reform and privatisation is seen as a means to promote 
them “in the long run". 


I 

LAST year a World Bank stafi team 
prepared a report on the l-inancial System 
of India which has surfaced in press 
reports and comments in the context of 
speiifu project loans under negotiation 
with the World Bank and drawings 
made/expeaed to be made by India on the 
IMF And yet the status ot the repot t has 
not been clarified It appears to be no 
more than a technical survey of the finan 
cial sector and although it contains a 
numbei ol recommendations, these have 
not, as far as one can judge, been 
presented to the government as a package 
of reform as a condition tor future 
funding I he staff report would of course 
gutde the thinking «tf policy makers in the 
World Bank as well as in India It thus 
provides a liaincwork tor a policy 
dialogue Hit specific policy reconimen 
dations ot the report and the time frame 
for them, one suimises, are not to be con 
stiued as definitive vievss ol the \korld 
Bank but c<nly as indicative of the 
technical level thinking of the Bank staff 
If thts IS so, thcie is considerable meiit in 
genciating a pubiK dialogue on the sub 
leet, sinti the issues raised by the icport 
ate ol uinsuit'iahlt impoitaiicc to the 
futute development ot the liriancial 
system and indeed lot the planning 
process 

The issues ate not new I hey havi been 
raised time and again I he Chakravarty 
Committee vsent into many of them and 
on quite a few the approach ol that com 
mitlee, surprising as it may sound, was not 
far ditlerent from that of the Bank statt 
repoii 

Press reports on the Bank staff report 
(BSR) have tended to be sensational Irue, 
the BSR favours an eventual privatisation 
ol the financial system But this is not the 
central theme Greater efficiency and 
flexibility are the keys to reform and 
privatisation is seen as a means to pro¬ 
mote them "in the long run” The BSR has 
a three-stage plan of reform the im¬ 
mediate, the mid-term and the long-term 
The plan follows from its analysis of the 
deficiencies of the financial system 

BSR, while appreciating the enormous 
progress made by the financial system 
(i e, banks and financial institutions 


which include investment institutions) in 
the past two decades in mobiliung 
resources and increasing the share of 
financial savings m the total, is critical of 
the system’s ability to allocate savings 'ef¬ 
ficiently’ among different uses BSR takes 
a macro-view of the system since the large 
bulk of the commercial banks’ resources 
are diverted to the government through 
the statutory liquidity ratio, and of 
the balance, a good portion goes into 
“directed” lending (priority sectors, food 
credit, etc) It is presumed that govern 
ment does not use the resources acquired 
bv It wisely or efficiently, thus the system 
as a whole is inefticient It is also not 
flexible because the Reserve Bank ad¬ 
ministers a complex structure of the rates 
ot interest and requires approvals by it of 
every financial innovation which a bank 
Ol a financial institution mav dream up 
Politicisation of the system has caused its 
pprtfolio to deteiiorate Clearly a wide 
tanging reform is overdue 
Thus far, there can be little dispute with 
the BSR The Chakravarty Committee 
(C R) for instance stated 

The administereti inietcst laie svstem has 
grown lu be unduly complex and contains 
lealurcs which h,i\c reduced the ability ol the 
system to pnrmoie the ellective use of credit 
The yields on treasury Bills and govern 
ment sccurilics an at levels which have led 
10 a considerable monetisation of public 
debt leading lo high levels ol moneiarv 
expansion 

Hie caplivi market lor government 
sicuritics, and the relatively low return to 
banks on their holdings lo government 
securities have adversely affected the growth 
of the capital market on the one hand and 
proliiabiliiy ol hanks on the other 
C oncessional tales ot interest appear to 
have allowed projects of doubtful viability 
to be undeilaken 

The policy ol insulating banks from price 
con<petition and confining competition to 
customer service has not served lo promote 
high standards of customer service 
Quaniiiaiivc credit controls have come 
under severe stress in the absence of support 
from any price rationing mechanism 
I he administered interest rate system has 
been found lo be lacking the flexibility 
necessary lor augmenting the pool ot finan 
cial savings by effecting suitable changes in 
ih. deposit rates from lime to time as the low 
pryfiiabiliiy of batiks mentioned earlier has 


made banks wary or increasing the avenge 
cott of deposits 

The committee went on to say that any 
“modification of the system of ad¬ 
ministered interest rates” should aim at 
eliminating to a substantial extent, il not 
fully, the above mentioned defiaencies. 
While there is a similarity of diagnosis 
between BSR and C R, prescriptions dif 
ler BSR would, expectedly, rely primarily 
on price mechanism and want interest 
rates to be “market-determined” tn the 
long term CR states 
1 he reliance on the price mechanism should 
be in addition to, and not a substitute for, 
quantitative controls on ciedit flowing from 
plan priorities and the compulsions of 
demand management 

The differences trecomc sharper on the 
continuance of priority sector lending and 
ownership of banks and financial institu¬ 
tions But all that is in the BSR’s long¬ 
term When It comes to immediate steps, 
there is a greater similarity of approach 
The immediate steps which BSR recom¬ 
mends are (i) reduction of budget defiat, 
(ti) progressive decline in CRR and SI R 
to a level of ^0 per cent in three years, 
(ill) removal of large borrowers from 
priority sector and thus reduction ,yf the 
target of priority sector lending ‘o ’0 per 
cent and further to 10 per cent in three 
years, (iv) liberalisation of some of the in 
tcrest tales, e g, long-term lending rate of 
IDBI, etc, debenture issues, export loans, 
housing, and (v) acceptance of the recom¬ 
mendation of the Khusro Committee to 
group agricultural lending rates into two 
tiers, a low rate, which is still a little higher 
than the cost of deposit mobilisation, for 
the truncated priority sector and the 
general rate lor the rest 
C R also cavils at large-scale deficit 
financing by the fovernmeni For in¬ 
stance, It states 

The increased recourse to deficit Imancing 
IS d disconcetiing development and it is 
necessary to ensure that deficit financing, 
measured in terms of recourse to credit from 
the Reserve Bank, does not exceed sate limits 
C R’s views on flexibihty of interest rate 
structure have already been noted Even 
on priority sector lending, CR is con¬ 
cerned about the large scale overdues It 
states 

I he Reserve Bank ol India may consider 
ways and means im ludmg legal enactments 
in consultation with the government of Indu, 
ol providing the necessary powers to recover 
dues expediiiouslv to the lending agencies 
concerned, be they banks, or other specially 
ed lending agencies which may be sei up over 
the years for the purpose 
This, before loan melas and subsequently 
loan waivers got going' 

The comparison between BSR and CR 
IS not intended to play down major dif¬ 
ferences ol approach between the two. 
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panicuiariy in respeci ot tne row oi 
monetary policy in the context of plan¬ 
ning. The objective rather is to draw at¬ 
tention to the common ground that exists 
and which can be a non-controversial star¬ 
ling point for the reform. At some stage, 
however, policy-makers have to bile the 
bullet and make a choice between the con¬ 
tinuance of a highly politicised financial 
system-^polilicised’ in the sense of subser¬ 
ving noi plan objectives, but the whims 
and fancies of individual politicians—and 
one which, because it is market-oriented, 
has a greater chance of being impersonal. 

The BSR advocates that in the mid¬ 
term (i) priority sector lending should be 
eliminated altogether, (ii) floating interest 
rates be introduced, (iii) the capital base 
of commercial banks be strengthened, 
“perhaps through private sector participa¬ 
tion” (emphasis added), and (iv) private 
sector participation be allowed in IDBI 
and IFC and increased in ICICI. 

In the long-term the BSR would 
privatise the banks, financial institutions 
and money and capital market and let in¬ 
terest rates be determined by market 
forces. 

11 

How should the authorities react to the 
BSR? It is clearly not sufficient to say that 
privatisation of the financial system and 
making it fully market-based will not be 
politically acceptable in India. It is 
necessary to consider whether a different 
approach on ownership is not consistent 
with the crucial measures of reform. And 
the pace at which these can be imple¬ 
mented should be the major theme of the 
.authorities’ dialogue with the Bank staff. 

It must be admitted that the rot in the 
system began with the banking system. 
The public sector banks have been greatly 
weakened over the years, because of the 
assumption by the government that the 
deposit resources of the banks belong to 
the state, ignoring the simple fact that they 
belong to the depositors. Banks must act 
primarily in the interest of depositors— 
i e, maintain strong viability of their port¬ 
folios and augment their capital base 
through surplus generation rather than 
doles from the government. They have not 
been able to do so because of the excessive 
zeal shown by some of them to pander to 
the whims of politicians. The government 
can legitimately ask the banks to divert 
a reasonable part of their loans to priority 
sectors. But the government commandeers 
S3 per cent of deposits through cash and 
statutory liquidity ratios at less than 
market related interest rates and further 
requires 40 per cent of the balance to be 
advanced to priority sectors, again at low 
rates of interest. The.banks are thus not 
able to earn an adequate surplus on the 


i»iance or tunas wiucn can oe aovancea 
at commercial rates of interest. Even this 
was controlled until recently through a 
ceiling on interest rates. Fortunately, it has 
been removed. The return on assets of 
banks, BSR points out, has averaged 
about 0.15 per cent over the past five 
years, which is among the lowest in Asia. 

The weakness of the banks’ portfolios 
does not arise from the requirement of 
priority sector lending per se. It is the 
manner in which it is implemented— 
through direct political intervention which 
erodes the sanctity of a loan and generates 
total callousness about repayment, which 
is evident far more in the medium and 
large industrial sector which accounts for 
a considerable proportion of sick units. 

For the banks, then, the priority in 
reform has to be restoration of their finan¬ 
cial strength, in the face of growing threat 
from financial disintermediation. This 
means an increase in their average spreads, 
enlargement of their capital base. These 
objectives are capable of being achieved 
without de-nationalisation. A rationalisa¬ 
tion of the priority sector lending pro¬ 
gramme is feasible. Several studies have 
shown that access to credit is far more im¬ 
portant in rural areas than its cost. Were 
it not so, the rural moneylenders who 
charge inordinately high rates of interest 
would not have survived. Thus conces¬ 
sional lending rates can be rai.sed without 
detriment to the flow ot credit to the poor 
borrowers. BSR calculates that the interest 
rate subsidy on priority sector lending 
amounts to some 6.6 per cent of bank 
earnings, equivalent to about 0.5 per cent 
of assets. This is not as much as the 
cost of subsidising government on the 
“directed investments”. Nevertheless 
mindless subsidisation of the relatively 
well-to-do farmers and small industrialists 
cannot be justified. 

As for the capital base, the practice so 
far has been to provide increases in capital 
by budgetary subventions as bank profits 
have been f^ar from adequate. Even so 
their capital and reserves average only 1.5 
per cent of their assets as compared, for 
instance, with 4 per cent in Pakistan and 
6 per cent in Thailand. It will take quite 
some time for the banks to earn enough 
surplus to improve their capital base. A 
realignment of interest rates is clearly 
called for. Average spreads (which are 
about 3 per cent now and almosi equal 
the bank costs leaving meagre profitabili¬ 
ty) will not increase with the latest increase 
in the minimum lending rate from 16 per 
cent to 17 per cent. But an increase in the 
return on government securities (or a 
reduction in SLR) wilt help. Given the 
need to control the budget deficit (interest 
payments eat up a good percentage of the 
government's revenue), it is not easy to 


COHlBiupuuc a lui una uivicaw m umhiicm 

rates on government securities, fndeed, 
there is a respectable body of opinion in 
the country that the progressive increase 
in such rates which has occurred over the 
past decade is perhaps not called for. The 
dilemma is genuine. But it is necessary to 
take the bull by the horns. The SLR has 
to be reduced to improve the health of the 
banking system. The reduction will also 
impel the government to correct the fiscal 
imbalances. BSR cites a calculation that 
a budgetary deficit of 4 per cent of GDP 
and CRR plus SLR of 30 per cent are con¬ 
sistent with market-related interest rates 
on government securities. Clearly, one has 
to move all the three variables—starting 
with fiscal discipline. The message is clear. 
Banks cannot become healthier if the 
fiscal balance remains precarious. 

Measures of cost reduction arc also im¬ 
portant. BSR cites .some telling figures: 
India has about 40 per cent more bank 
employees per million dollars of assets 
than l^kistan and nearly 300 per cent 
more than Indonesia. One of the least 
desirable consequences of nationalisation’ 
was the boost it gave (one is inclined to 
believe, for political reasons) to the ag¬ 
gressive unionism in banks. Government 
has on most occasions succumbed to the 
extreme demands of the unions which has 
not merely raised personnel costs but also 
impaired staff discipline. Poor customer 
service is the inevitable consequence. 

BSR recommends greater autonomy for 
banks. Part of the problem is the banks 
themselves. How many of them refuse to 
comply with improper demands made on 
them? Autonomy is never granted. It has 
to be wicstcd by upright and courageous 
professionals. Some bold measures are 
necessary, e g, delegating the appointment 
of chief executives of banks to the Reserve 
Bank of India. BSR recommends some 
degree of privatisation of commercial 
banks. It is doubtful, however, if owner¬ 
ship is such a crucial issue in generating 
better performance. Perhaps easier entry 
for new private banks will have a greater 
impact through competition. 

BSR makes a .somewhat far-reaching— 
and questionable—recommendation 
regarding the relative roles of commercial 
banks and financial institutions. In pro¬ 
ject financing and rehabilitation of sick 
units, term lending and working capital 
have to go together. Numerous commit¬ 
tees have gone into the question of co¬ 
ordination of these activities. BSR’s ap¬ 
proach is to hand over the term-lending 
functio.'i to the commercial banks, leav¬ 
ing financial institutions with some of the 
other financial services: underwriting, 
bridge finance, leasing and equipment 
finance, venture capital, credit rating, 
training in project appraisal, etc. This is 
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yj l ut iT mJ m* lpi«-ten» demafctti 0 it of 
fUBCtioni.. Although term financing by 
banks and dire^ly from the capital marto 
has been growing, would a historically 
British-oriented banking system be able 
to move over to a wholly integrated 
German-style functioning? Will it have 
the skills and resources? Instead of a 
water-tight demarcation of functions, 
what seems to be practicable is definition 
of fairly high minimum levels of term len¬ 
ding for financial institutions, thus 
increasing the scope for banks without 
banishing the financial institutions 
altogether from what has been their main 
business. 

On capital markets, BSR, predictably, 
recommends decontrolling share issue 
prices, removing the cap on interest rates 
on debentures and giving a greater role to 
SEBI in enforcing standards in the stock 
markets. It wants the Unit Trust’s “market 
dominance” to be reduced by elimination 
of the tax preference it enjoys and allow¬ 
ing private sector entry into the mutual 
fund business. There is clearly a need for 
new thinking on these matters. Fixation 
of premia on new issues of shares by the 
government has not been found satisfac¬ 
tory in many instances. When these are 
fixed too low, unolficial premia emerge to 
the detriment of the shareholder and the 
company, resulting only in the enrichment 
of the middlemen. The slock markets are 
too narrow and this is the main reason 
why investment institutions like UTl ap¬ 
pear to be ‘dominant'. I he so-called ‘tax 
preference’ in t]avour of UTl is no longer 
an act of fiscal volition by the govern¬ 
ment, but a consequence of the legal 
status of the UTl as a ‘domestic company*. 
It is arguable that the ‘tax preference’ has 
had the unintended consequence of affec¬ 
ting the structure of UTI's business. Entry 
by public .sector banks into mutual fund 
business has been allowed and their 
income is also tax-free. Much more needs 
to be done by way of establishing pruden¬ 
tial norms before private funds can 
become a reality. But a general point of 
the BSR IS worth noting. Caps on interest 
rate$.along with numerous ad h(H tax con¬ 
cessions in the financial sector tend to 
disturb the pattern of interest rates 
and make it far more complex than is 
necessary. Decisions on the concessions 
oh public sector bonds or national savings 
schemes are often taken without consider¬ 
ing their overall monetary impact. 

What would be the general level of in¬ 
terest rates in India, if they were to be 
determined by market forces? Some 
guidance is available from the bazaar rates 
which range from 2 to 3 per cent a month. 
Even if rates do not reach such levels, they 
may move up considerably. There is a view 


that Alls will hurt indutirial investment. 
But if the inverted pattern—short rates 
being higher than longer ones—gets cor¬ 
rected through a reduction in inflationary 
expectations, there is no reason why 


IN the recently concluded Gulf war it is 
information which lost to both George 
Bush and Saddam Hussein. Both sides 
tried their best to play the information 
game. The rules were the same: a strict 
restriction on information flow, on the 
one hand, and dissemination of ex¬ 
aggerated claims about their destructive 
capabilities. The US-led IKtotem states not 
only won the war but also the game by 
their sheer monopoly over information. 
The world was flowed with US-controlled 
or US-supported Western news agency 
reports on the war including one on how 
the ‘international thug* Saddam Hussein’s 
'beastly soldiers’ were carrying out 
‘fiendish sex attacks’ on women hostages 
after invading Kuwait. Pentagon cir¬ 
culated video images of bombs destroy¬ 
ing ‘only’ the military targets in Iraq were 
extensively shown, blit little was known 
about the sufferings of the innocent Iraqi 
civilians who were heavily bombarded by 
the multinational force which' went 
beyond the limit set by the Resolution 678 
of the UN Security Council. 

Discussion on the Gulf war concen¬ 
trates on issues such as its rationale, its 
hi-tech nature, the motives of the par¬ 
ticipants, the strategies adopted, Iraq’s 
defence capabilities, anti-war protests and 
its impact—political, economic and 
ecological. Compared to these, discussion 
on the informational aspects of the war 
is limited. But a post-mortem i^alysis 
should mention that the information 
game played during the war has opened 
up a more general and profound question: 
information vital to all the member states 
of the world still has its concentration and 
control mechanism safely placed in the 
advanced industrialised countries of the 
West, especially the US, and that the 
developing states, the helpless recipients 
of information, are yet to achieve a 
breakthrough in ‘information politics— 
the battle for power over facts. While the 


inters mies would move up a great deal. 
The'villain of the piece is inflation. Its 
control, and this means control over fiscal 
deficit, is at the heart of financial sector 
reform. 


West is tightening its control on the inter¬ 
national information structure, the 
developing states arc gearing themselves 
towards a greater adherence to the 
prevalent order instead of continuing with 
the demand for its transformation. 

Information as Power 

l>md$ in the international arena, 
especially during the last two decades, 
make it clear that information has become 
a major component of power in inter¬ 
action among states. It has become “an 
essential element in knowledge of all pro¬ 
blems which determine or affect the lives 
of peoples'and the evolution of societies 
as well as relations among nations. It con¬ 
stitutes a key-element in decision¬ 
making...”' In a complex and rapidly 
changing world the capacity to exploit (to 
use the term in a non-pejorative sense) is 
pivotal in taking any step or action. ITie 
developing states clamouring for a better 
world order which, they believe; would 
provide them with a better bargaining 
position and from a larger perspective, 
equality of opportunity vis-a-vis their 
developed counterparts, is not unexpected. 
The developing states stand at a lower 
pedestal not only because of their lower 
economic strength but also because of 
their backwardness in ‘knowledge in¬ 
dustries' (knowledge industries has infor¬ 
mation processing, education and research 
and development as its main com¬ 
ponents). In the colonial days colonial 
states could retain monopoly over infor¬ 
mation without any resistance from the 
hopelessly dependent colonies. But with 
the radic^ transformation of the political 
map of the world as a result of liLoration 
of erstwhile colonised states, access to in¬ 
formation became a ‘right’ to be enjoyed 
by ail the sovereign states. The primary 
reason for providing information so much 
importance was that lack of it and of ef¬ 
fective means of using and exchanging it 


Information Game: Lesson from 
Gulf War 

Dipankar Sinha 


Why did the US resort to censorship on news coverage from the 
Gulf during the war and carry out a disinformation campaign? 
Recourse to such practices might have suited Saddam Hussein a 
dictator fighting a lost battle, but not George Bush especially 
when his victory was never in doubt. 
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were widely regarded as a 'hurdle’ to 
economic and social development. But the 
very demand for the ‘right’ has made the 
states enjoying monopoly over informa¬ 
tion all the more cautious. And to some 
of them, offence seems to be *he best 
defence Otherwise why should the US 
resort to cen.sorship on news :overage 
from the Gulf and disinformation cam¬ 
paign. It might have suited Saddam 
Hussdn, a dictator fighting a lost battle 
but not George Bush, especially when his 
victory was never really in doubt. 

The answer lies in information, both 
quantitative and qualitative It is a vital 
input perpetuating the transnational 
power-structure, both political and 
economie which serves the interests of the 
Wfest. From the political perspective while 
the very dream of establishing control by 
naked aggression against other states— 
the classic form of coloniaFsm—is an ab¬ 
surdity now, political domination is 
sought to be expanded and maintained, 
perhaps more efficiently than ever before 
by ‘ideological warfare’. The technique to 
'put it simp'.y, is to exercise total control 
over the sources of information in order 
to impose political ideas and values, thus, 
stifling the growth of indigenous ones. 
This not only undermines the confidence 
of the developing states, which grows out 
of their political independence but also 
moulds the consciousness and perception 
of the inhabitants in these states. 

The West-centric ‘information explo¬ 
sion’ with its sheer volume and frequen¬ 
cy is not confined to establishing the ‘right 
to inform’ politically. It also stretches with 
equal aggression to economic areas as 
well. Modern information .system as a 
mechanism of development is as impor¬ 
tant as natural resources. Some scholars 
like Daniel Bell have gone to the extent 
of according it a greater priority as a 
critical indicator of economic power than 
the traditionally important raw materials 
and heavy industries. Information faci¬ 
litates the capacity of the developing states 
to better their position vis-a-vis inter¬ 
national finance, technology, transporta¬ 
tion, food security, commodity negotia¬ 
tion, agricultural and industrial produc¬ 
tion and commercial intelligence, to name 
a few. It is also indispensable to deal with 
natural calamities, a frequent ‘visitor’ to 
the developing states. 

So. information for understanding 
events in their proper political, economic 
and social contexts is an inescapable need, 
it is only natural that the developed states 
try to retain the chasm that puts them in 
a far superior position in information 
gathering, processing and user-capacity. 
But our view is that it is precisely this 
linkage of the present information struc¬ 
ture and national interest which should 


lead to a decisive and sustained demand 
for transformation of the prevalent 
structure. 

Third World’s Retreat 

Although the term ‘free flow of infor¬ 
mation’ is current since, the second world 
war, the imbalance in the earth’s infor- 
mosphere had become a major focus of 
international meets in the 70s. Informa¬ 
tion imperialism became a familiar term 
in the international lexicon when Urho 
Kekkonen, the former president of 
Finland, coined it in 1973. The non- 
aligned states began spearheading the 
movement against 'the information dic¬ 
tatorship of the First World’ since the 
early 7(te to establish a New International 
information Order. The initial enthusiasm 
led to the adoption of aaion programmes, 
political declarations, establi.shmcnt of co¬ 
ordinating committees and News Agencies 
Pool. The 4th General Conference of the 
non-aligned states in Algiers (1973) 
adopted action programmes by which 
TANJUG, the telegraph agency of 
Yugoslavia, assumed the responsibility of 
distributing information received from 
among the non-aligned states. In 1975 in 
Tbnisia some practical proposals weie 
discussed in a symposium. One was on the 
establishment of regional centres for pro¬ 
duction and distribution of information. 
It was also in Tunis that the term ‘new 
international information order’ was used 
for the first time. In 1976,, ;n Colombo 
where the 5th Summit Conference of the 
non-aligned slates was held, it was slated 
that a new order in the fields of informa¬ 
tion and mass communication was as vital 
as the new international economic order 
(NIEO). In the same year in New Delhi 


an intenwtionid conference of the infor¬ 
mation ministers of the non-aligned states 
deliberated on the status of the Non- 
aligned News Agencies Pool and came out 
with a document—The Declaration of the 
New Delhi Ministerial Conference of 
Non-Aligned Countries—and a resolution 
Action Plan for Co-operation in the Field 
of Information and Mass Media. The 6th 
Summit in Havana (1979) ‘appreciated 
and hailed’ the resolutions adopted in the 
33id Session of the UN General Assembly 
and commended the positive role of the 
UNESC'O on the Information Question. 
The UN. especially the UNESCO, also 
joined the efforts. The 2()th session of the 
general conference of the UNESCO in 
1979 probed into the volume of ‘one way 
information flow* and looked for 
measures to bring a change. Article i of 
the UNESCO Declaration mentions; 
“The strengthening of peace and inter¬ 
national understanding, the promotion of 
human rights and the countering of 
racialism, apartheid and incitement to war 
demand a free flow and a wider and bet¬ 
ter balance and dissdmination of informa¬ 
tion!’ The demand for an equitable infor¬ 
mation order continued in the 80s. The 
37ih session of the UN General Assembly 
noted that it was ‘conscious of the need 
tor all to collaborate’ in the establishment 
of a new world information ordei based 
on the free circulation and wider and bet¬ 
ter balanced dissemination of informa¬ 
tion, guaranteeing the diversity of the 
sources of and free access to information, 
and, in particular, ‘the urgent need’ to 
change the dependant status of the 
developing .stales in the field. The session 
also proclaimed with a moral *lone that 
‘freedom of information is a fundamental 
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ngM t9d is die toocNstone of all the 
freedoms* and that it requires ‘the moral 
obligation to seek facts without prejudice 
and to spread knowledge without 
malicious intent’. 

What IS our major concern is that after 
all this initial euphoric optimism and en¬ 
thusiasm, we do not find any perceptible 
change in the prevalent information order. 
This is only a consequence of the sudden 
halt in the concerted move of the develop¬ 
ing states to translate the resolutions in 
practice. An argument would be that the 
‘silence* of the developing states is because 
of the tremendous resistance and pressure 
—political, economic and psychological— 
exerted by the West which ^nefits from 
the discriminatory order. This, however, 
is a necessary but not sufficient condition. 
Our point is that the developing states 
have their own reasons for maintaining 
the silence. 

Numerous documents prove that the 
major thrust of the actions of the develop¬ 
ing states today is economic. The infor¬ 
mation question .seems to have been put 
into the back-shelves when it comes to 
taking concrete actions. The developing 
states, justifiably enough, strive for 
economic development but combined 
,pressure of time and necessity lead them 
to desire it ‘overnight*. This desire coupled 
with dissemination of West-centric world- 
vision leads to the belief that a particular 
model IS ‘historically inevitable’ resulting 
in a blind adherence to the Western model 
which is aI.so the ‘standardising model*. 
The blind cmuiation ol the development 
path oi the West leads the developing 
states to seek economic rewards in 
exchange for their retreat on the issue of 
transformation of information order. As 
mentioned in the RIO Report^ the 
resistance offered ^y the West to any 
changes in the infonnation order is greater 
than that in ca.se of the economic order. 
The West, in fact, is nevei really in doubt 
that it IS infoimation which holds the key. 
The developing states, on the contrary, 
have an implicit assumption that if the 
West is not pressurised in matters of infor¬ 
mation, it would, in turn, communicate 
some ‘secrets’ of its development strategy 
as a condescending gesture. For our pur¬ 
pose, it is also important to reassert that 
the inseparable link between information 
and economic prosperity is ignored by the 
developing states at their peril. 

Elite Linkages 

We have already noted that the reluc¬ 
tance of the developing states to translate 
their heady optimism imprinted on paper 
into concrete action is essentially a con¬ 
sequence of strict adherence to a West- 
centric world-vision. In this context, the 
following observation of a veteran media- 


wjatcher made during tba Gulf war is per¬ 
tinent: ".. .Indian newspapers carry, as if 
they were the gospel truth .. .unchecked 
reports from Western newspapers.’ 
However, to blame a few news agencies or 
journalists for this will be gross simplifica¬ 
tion. One has to recognise that it is the 
elite of the developing states, which act as 
‘willing collaborators’ in the dissemina¬ 
tion of deceptive half-truths. It is the elite 
which set the rules of appropriate task 
behaviour and it is their attitude and 
a.ssumptions, both explicit and implicit, 
which determine the goals and outcomes 
of public policies. If one is surprised by 
the discrepancy that exists between pro- 
mi.se and performance, as we mentioned 
in the case of infoimation order, one only 
has to take note of the fact that the com¬ 
mon vision ingrained among the memben 
of the group and the consequent ‘culture 
of dependency' create a spontaneous 
loyalty to the West. From the structural- 
relational perspective of world-system, the 
expansion-cxploiiauon processes of the 
‘centre’ uses the elite of the ‘periphery* as 
‘agents’ in not only perpetuating but also 
increa.sing unequal interdependency. 

It is the strong international fraternity 
among the elite that makes an alternative 
vision or strategy stunted in infancy. The 
collective bargaining capacity of the 
developing states becomes a ‘victim’ of the 
whole process. The elites of the develop¬ 
ing slates come together and conduct 
negotiations ba.sed on mutual support but 
only when they arc sure that their mentor- 
counterparts of the West will be willing 
to provide few concessions as a token 
gesture. In most of the cases, negotiations 
across the table in international con¬ 
ferences. symposia and meets become 
mere ‘verbal duels’ and the ‘tough .stand’ 
taken by the developing states on ‘ap¬ 
parently’ irreconcilable issues, such as in¬ 
formation, remains resolutions. When it 
comes to the question of implementation 
of the action programmes, one finds all 
the zeal and fervour gone 

W: have presented and examined the in¬ 
formation problematic from the stand¬ 
point of the developing states which are 
always at the receiving end. This is not to 
overlook the role played bj the developed 
states in retaining the discriminatory in¬ 
formation order. If the emphasis is on the 
developing states it is because of the 
assumption that while the resistance of the 
developed states on the issue is natural the 
decreasing awareness of the developing 
states is disturbing. 

What seems disturbing today may soon 
become alarming if one puts the informa¬ 
tion problematic in the broader perspec¬ 
tive of world order. Recently, Charles 
Kranthammer, the well known conser¬ 
vative American, wrote in Foreign Affairs: 
“(The US) will lead in a unipolar world. 


unashamedly laying down the rules 
.. .(because) .. .the centre of the world 
power is .. .the United States, attended 
by its (W)estcrn allies” The Gulf war has 
made inevitable what the world thought 
was possible; a unipolar world order that 
has the US as the sole superpower-cum- 
policeman. With the Soviet Union ridden 
with internal political and economic pro¬ 
blems and China pursuing its traditional 
path of reflexive insularity, the US which 
at one time appeared to be defensive, has 
managed to reemerge with renewed vigour 
after the Gulf crisis. With President Bush 
proclaiming the 'indispensability of 
American leadership’ for the world, the 
desire to establish i4ix Americana would 
naturally ca.st its shadow on the ‘right* of 
the West to dictate information to the rest 
of the world. 

Judging by the internal and external 
constraints, the developing states face, to 
say the least, a very critical situation at 
the moment. It will be too much to ex¬ 
pect them to form a homogeneous group 
immediately putting the diversities 
amongst themselves in the background. It 
is all the more difncult because of the exi¬ 
stence of the internal elite who are unlikely 
to weaken their political, economic and 
psychological link to the transnational in¬ 
terests. How do we reconcile this gloomy 
situation to our repeated cissertion that the 
West should not get a 'walk-over* on the 
information issue? The answer, para¬ 
doxically, lies in thorough introspection 
by the elite, which would result in the 
realisation that the development strategy, 
in any case, must not be based on seek¬ 
ing a few crumbs from the West. Such a 
narrow and short-term strategy (or, to be 
more specific, tactic) will only act as a 
hurdle to self-reliance—an imperative 
necessity for a wider and greater process 
of the establishment of a world order 
ba.scd on ‘concrete and genuine expression 
of interdependence’ and ‘effective parti¬ 
cipation of all in decision-making*. If 
achieved, it will be a respectable future in 
which the developing states will parti¬ 
cipate as full members in their own right. 
So, it is a 'now or never* situation that the 
developing states face on the question and 
it is this constructive lesson that we could 
learn from the otherwise destructive 
Gulf war. 

Notes 

p^he author is grateful lo Professor 5h>iirin 
Bhaltacharya, Department of Economics, 
Jadavpur University, for providing msights.] 

1 UNESCO, Thinking Ahead. UNESCO and 
the Challenges of Today and Tomorrow 
(Pans; tJNESCO, 1977), p .tSS. 

2 See Jan Tinbergen, RIO: Reshaping the 
World Order (New York: Sunrise, 1976). 

3 Minhaz Meichani, 'Media' in The Tetegraph, 
February 19, 1991. 
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Oman International Banks Aoc. 


BALANCE SHEET OF INDIAN BRANCH AS AT 31 MARCH, 1991 



11,000,000 00 


2,000 000 00 


4,145,01900 


6,654,899 39 


2,748,938.05 

9.884,76000 


12,633,69805 


20.745,728 00 

7.564,46255 
75 675,299 51 


103,985,420 06 


CAPITAL & IIABILITIFS 


1. Capital 

Amount deposited with 
the Reserve Bank of India 
undei section 11(9) ol 
the 8 ankin 3 Regulation 
Act, 1949 (Market value 
of securities lodged 
Rs 18,582,000 
py Rs 10,730,000) 

2. Rcteivr fund a Other 
Reserves 

Head Office Reserve 
(amount remitted in 
foreign CuiretKy 
from Head Office) 
Statutory reserve 
Balance per last 
balance 

sheet 10,/99,918 39 

Add Additions 
during the 

year 5,671,760 00 


12,799,918 19 


417,437,179 53 


417.437,179 53 
6,860,225 56 


603,159,703 87 


1,027,457,108 96 


75,557,468 00 
7,094,267 57 


82,651,735 57 
23,669,546 09 


Borrowings from Other 
Banking Companies 
Agents etc (unsecured) 

In India 
Outside India 


5. Bills Payable 

6. Bills for Collection 
being Bills Receivable 
(At Per Contra) 

Pavable in Indie 
Payable outside India 

7. Other Liabilities 

Head Office balance 
outside India-Net 
Income accounted 
in advance 
Sundry Creditors 



As at As at 

31 AAarch 1991 31 March 1990 
P Rs P Rs P 


PROPERTY & ASSETS 


19,000,00000 


2 000,000 00 


16,4 71,678 39 


3. Deposits B Other 
Accounts 

Fined Deposits 
From 

Banks 105,043,006 85 
From 

Others 877,747,82615 

Savings Bank Deposits, 
Current Accounts, Contin 
gency Accounts, etc 
From Banks - 
From 

Others 229,890,140 07 


18,471 6'8 39 


989.790,833 00 
5,249 36/ 32 


229,890,140 07 


257,450,82916 
17,291,309 38 


1. Cash 

2,243,934 40 In hand 

Balance with Reserve 
80, 801,041 37 Bank ol India 

83,044,975 77 

2. Balance with Other 
Banks 

(On current account) 
99,658,828 95 In India 

5,086,069 25 Outside India 


99,658,828 95 
5,086,069 25 


104,744,898 20 


251 497,562 50 
j90,000 00 
1,9' 2,000 00 


1 2) 7,923,340 39 


1,819,159 59 
24,198,208 00 


32,796,778 80 

14 875,741 93 
118,896,484 36 


26,017 36 7 59 


2,748,938 05 
9,684,760 00 


12,633,698 05 


3. Money at Call and 
Short Notice 

4. Investments 
(At Cost) 

Securities of Central and 
State Governments and 
otfiei trustee Securities 
including Ireasury Bills ol 
the Central and State 
Governments 
Equity Shares (fully paid) 
Debenruies and Bonds 
Other Investments 


254,059,562 50 


450,043,077 27 


274,742,138 54 285,789 022 68 
8 , 066,208 08 

9,256,927 59 


745,088,327 >4 


(Particulars as per 
Schedule) 

6. Bills Receivables Being 
Bills (or Collection 
(As Per Centra) 

Payable in India 
Payable outside India 



1,120,734 04 
93,449 65213 


113,367,819 96 
3,639,721 78 


As at 
31 AAarch 1991 
Rs P 


94,578,38617 


117,007,541 04 


225,701,562 50 
493,000 00 
1,979,00000 
130.000,00000 


358,166 562 50 


Advances 

(Other than bad anil 
doubtful debts for which 
provision has been made 
to the satisfaclioii of iIh’ 
Auditors) 

loans, Cash Credits 
Overdrafts etc 
In India 548,373,301 84’ 
Outside 

India ■ 

Bills Discounted and 
Purchased (excluding 
Ireasury Bills of 
the Central & Slate 
Cnwernmems) 

Payable 

in India 400,145.770 98 


548,373,301 84 


47,244,39904 


447,390,170 02 


995,763,471 86 


1,819,15959 
24,198,208 00 


26,017,36759 


166,569,005 09 


1,263.197,42712 I Carried Forward 


1,711 789,738 0811,199,571,462.061 Carried forward 


1,591,533,389.11 






































Oman International Banks Aoc.. 


BALANCE SHEET OF INDIAN BRANCH AS AT 31 MARCH, 1991 


As at 
Matrn 1990 
(h P 


CAPITAL & LIABILITIES 



1,263,197 42712 Brought Forward 


61/,119,76912 


20,442,98S 70 

1^2.16197 SS 
'6,206'788 IS 


13,974.496 96 I 


6,6S4 899 19 


8. Accepunccii Endorse¬ 
ments end Other 
Obligations (Per Contra) 

9. Profit 8 toss Account 

Pirsfit as pier last Balance 
Sheet 

less Reniillecl lo Head 
OHire 

Add Profit fo' the year 
as pfi Piijlil & 

Loss Acc (jijrti 

AnneAed 28 isa,b0()04 
Less 20% Transfer 
to Siaiulury 

Rpservr' 6 671 79(100 


32,826,366 72 


119,086,866 05 


213 000,000 00 


91/993 69 1 04 


10 Contingent Liabilities 

Claim, a-jainsl 
panfcutu c oMipan/ 
fit‘1 a lniv/,e, Iqr’'! 
as detj" 

Guaiaiitt-f jisn 
■jn tx'tiail rif 
Custonm ril 
Head Dhirc and 
forenln Hranthes 
Officers 
Clthcij 
I labile les on 
Lulls rsr exrfiamie 
ii".lisi oiinterl 
liability on account 
of outstanding 
forward exchange' 

'c ontiacts 

Liability 111 respieci of ia> 
demand raised Lsy 
income tax depiatlnxTii 
dispiuted Liy bank 
in appieal 


As at As at 

n Marcti 1991 31 March 1990 PROPERTY S ASSETS 

Rs P Rs P 


1,711,789,71808 1,199,571,46206 Brought Forward 



32 826 386 72 

21,501 790 55 
11,324 695 1 7 


22 687 040 04 


519 06J.970 52 


166 66' 0261'' 


19 7 600 000 001 


/(" 110134 191 


14,011,615 21 


7. Constituents’ 

Liabititles for Accep- 
tancci. Endorsements 
and Other Obiigatiom 

617,119,769 12 (As Per Contra) 

6. Premises 

At cost as at 
6,471.863 00 1 April 1990 

56 089312 less Depreciation 

5,910,959 68 

9. Furniture 8 Fixtures 
(Including Mthicics 8 
Equipments) 

Ai c ost as at 

8 192,177 17 1 4 1990 9,179,681 51 

Add Additions 
during 

1,072,469 02 the ycdi 5,558,10 2 52 

9.464.84619 14,717,784 03 

less Disp3f»als 
during 

285164 68 the year 502,6 19 05 

9,1/9 681 51 
_6,804 989 58 
1,374,69’ 93 


As at 
31 March 1991 
Rs P 


1,591,533,39916 


519063,97052 


6.471,863 00 
819.768 24 


13,133,000 00 

47,615,950 45 
9,292,450 72 

16 969,699 09 
85 5,598 78 
87,166,698 97 


Less Depreciation 

10. Other Assets 

Depjosits with 
Industrial Deveiopmenl 
Bank o' India under 
Investment Depiosit 
Scheme 1986 
Advance lax and 
Tax deducted al 
source 

Accrued interest 
on investment 
Prepayments, interest, 
.utidry deposits, 
initial exfienses, eu 
Sundries 


11. Non Banking Assets 
Acquired In Satisfaction 
of Oaims 

IS. Profit 8 loss I 


5 652 084 76 


14,935,164 98 
6 565,234 66 


7,569,930 32 


91,344,000 00 


67 970.651 00 
13,384,66012 


116,593,561 26 
1 2 891,066 67 


141,046,029 05 


1,913,143,581 96 


2,264 866,141 81 1,911,143,681 96 


2,264,865,343 81 


, This IS the balance sheet referred to in our Report of even date 


Notes to fne accounts form an integral part of the balance sheet 


BOMBAY 

Dated 22 April 1991 


Sd/ 

P N (jHATAHA 
PARTNER 

For and on behalf cf PRICE WATERHOUSE 
CHARTERED ACCOtlNIANlS 


For OMAN INTERNATIONAL BANK SAO,G. 

Sd/- 

V V CHANDY 
CHIEF EXECUTIVE-INOIA 
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Oman International Banks.A.o.G. 


PROFIT & tX>SS ACCOUNT OF INDIAN BRANCH FOR THE YEAR ENDED 31 MARCH, 1991 


year 

ended 

3’ AMtch 1990 
Rs, P 

EXPENDITURE 

year 

ended 

31 March 1991 
Rs P 

year 

ended 

31 March 1990 

Rs P 

55,498,046 79 

Interest piaid on deposits, bcjrrowings, etc 

98,109,108 27 

117,214,757 76 

3.323,884 67 

Salaries, aHowances, provident fund 

Directors’ and local committee members' 

4,328 404 55 

27,042,125 05 

122,106,27 

fees and allcM/ances 

398,609 43 


31,278,937,08 

Rent, taxes, insurances, lighting, etc 

49,504,134 09 


27,25000 

law Charges 

209,569 72 


3.963,91851 

Postage, telegrams, and stamps 

6,908,781 19 

50,892 88 

'93,31500 

Auditexs' fees (including in other capacity) 
Depreciation on and repairs to banking 

119,614 00 

2,384,338 36 

company's property 

2,238,531 70 


5.417,090 63 

Stationery, printing, advertising, etc 
toss from sale of or dealing with non¬ 

5,278,59619 

- 

~ 

banking assets 

- 


8.956,71799 

Other Expenditure 

9,656,569 32 

- 

33,274,496 96 

Balance of Profit carried cuti to Balance Sheet 

98,358,800 04 

39,396 50 

144,340.10219 

TOTAL Rs 

204.340,711 50 

144,340.10919 


INCOME yeai 

(l£S5 Provision mud* dunns the period ended 

for Bad and doubtful debts and other usual 31 March 1991 
01 necessary provisions) Rs P 


Interest and discounts 169,954,160.92 

Commission, Exchange and Brokerage 37,901,020 06 

Rent - 

Net profit on sale ol investments, gold and 

silver, land, premises and other assets (not 

credited to resc'ves Oi any paiticular fund 

or account) 3,272,243.88 

Net profit on revaluation of investments 

Gold and Silver, land, premises and other 

assets (not credited to resetves ni any 

particular fund or account) 

Income from non-banking assets and profit 

from sale of or dealing with such assets 

Ol her receipts 213 286 64 


204,340,711 50 




Particulars of remuneration relating to the- 

Rs 

Banking Company's Chief Executive in India 


Salary 

296,380 00 

Bonus 

73,980 00 

Allowances 

91,31900 

Employer’s rontnbution to Provident fund. 


Pension Fund or any other superannuation 


fund 

22,63800 

Monetary value of other benefits oi peiquisiles 

55,41300 

TOTAL Rs 

- ■■ 

399,73000 


352,581 00 


5d/ 

P N GHATAIIA 

This IS the frrofit and loss account referred to m our Report ol even date PARTNER 

_rt.rD»v for and on behall of PRICE WATERHOtJSF 


Dated 22 Apnl 1991 


chartered ACCOUN1ANI5 


for OIWSN INTERNATIONA! CANK 5 AOG 

:>a/ 

W CHANDV 
CHIEF EXECUTIVE- INDIA 


NOTES FORMING PART OF THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH, 1991 


1 Principal Accounting Policies 

I Oencral 

The accompanying financial statements have been prepared on the historical 
cost basis and conform to the statutory provisions and practices prevailing in 
the country 

II Ikwnactlom Involving foreign exchange 

a Monetary assets and liabilities except for Head Office Balances have been 
translated at the exchange rates prevailing at the close of the year 
b Income and expenditure items have been translated at the exchange rates 
ruling on the date of the transactions 
c Profit or loss on forward contracts have been accounted for 

III. Investments 

Investments are stated at the lower of aggregate cost or market value and provi 
Slon IS taken for any decline ih value 

Iv. Advances 

a. Provisions toi doubtful advances have been made to the satisfaction of the 
auditors 

1 in respect ol identified advances, based on a periodic review of advances 
and rftcr taking into account the portion of advance guaranteed by the 
Deposit Insurance and Credit Guarantee Corporation, the Export Credit and 
Guarantee Corporation and similar statutory bodies 
b Provisions in respect of doubtful advances have been deducted from 
advances 

c Provisions hawE been made on a gross basis Tax relief whch will be available 
when the advance is written off will be accounted for in the year of write off 

V. Fixed Assets 

a. Premises and other fixed assets have been accounted for at their historical 
cost 

b Depreciation has been calculated on a straight line basis to write oft the cost 


of fixed assets over the expected useful lives of the assets duly certified by 
the management The principal periods used are i 

premises 25 years 

Furniture and Fixtures 5 years 

Equipment 5 years 

Motor Vehicles 5 years 

Computers 5 years 

Staff Benefits 

Provisions for giatuity benefits to staff have been made on an accrual basis 
A separate lund foi gratuity has been created 

Advances I 

Included in the provision toi doubtful debts is an amount relating to a customer 
for which provision has been taken after considering the value ol stcxiks held 
by the bank as security 

Due to tr.e technical nature of the stocks, the value has been determined by 
the mariagemeni based Ufjon the mvoice value of the stocks 

Nft Profit 

The net profit disclosed in the profit and loss account is after 

I provisions foi taxes on iiKome in at cordance with statutory requirements 

II provision for rloubtful advances 

III Head Office Administration Expenses to the extent estimated to be allowable 
under section 44C of the Income Tax Act 1961 

General 

The figures of previous penefo have been regrouped/rearranged wherever 
For OMAN INTERNATIONA! BANK SAOG 

Sd/ 

V V CHANDV 
CHIEF EXECUTIVE-INDIA 
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Oman Internaticmal Banks Aoc. 


Particulars of Advances of Indian Branch as at 
31 March, 1991 


Auditors' Report 

AUDITORS REPORT ON THt INDIAN BRANCH Of THE OMAN INTERNATIONAl BANK 
SAOG UNDER SEDION 30 OF THE BANKING REGUIATION AQ 1949 


1990 1991 

Rs P Ri P 


Debts ronsidered good in respect ot 
which the bankimj company is fully 
secured 

Debts considered 3ood lor which the 
Bankinq Company holds no security 
Other than the debtors personal 
security 

Debts considered good secured by 
personal liabilities of one or more 
parties in additicm to the persona' 
security of debtor> 

Debts (onsidered doubtful rji had not 
provided foi 

TCtTAl Rs 

Debts due try Uiirrinn (>■ officers ol 
ttie fiankinq tomfiar's oi any ol them 
either severally oi )(in'is with any 
other persor 

D»**’f‘ due try Co'iipiiir oi fur ii 
which ttie liiei lo' of th. Bmki ly 
Company ire inteie u I i dm trvij 
part ler or Mai iqin-i A^eni* i r in 
case ol Private < mp ii h i 
membeis 

Mdximu'ii U>al vnount 1 idvanrei 
includmy temriiirarv a ivaiKes made T 
any time duiiiia 'he (it rio l li 
direr tois or iriaiiaqc' ii olfuer )• 
the Bankinq (ompany or any ol them 
either severally oi lunlly with any 
other perior 

MaxiiTum loiil imoiii' ot xlvances 
iiKludiiiq teiiipoiary advaiires qrarited 
duriny the rreriod tc ttie C(>mp<inics or 
liims ir vvtuti dues to if the Bankiny 
Company are interestnl e duet tors 
partners oi manaqiny aqents or in i as* 
of private companas a inemlei' 


604 898160 /8 591477 086/ 


S'! 420193 /4 37 843 125 2/ 


114 /69 9/102 164 443 060 8'/ 


745 088 32/54 995 763 47iB< 


1 544 9/100 1 919 03119 


1 /II 01952 2017669 8 


We have audited the attached Balance Sheet of the Indian Branch of ‘he Oman 
International Banks A OG asat 31 March 1991 and the relatie Profit and loss Account: 
of the Indian Branch of the Bank for the year ended on that dale Signed by u« under 
reference to this report 

In accordance with the provisions of Section 29 of the Bankinq Reyjlation Act 1949 
read with the provisions of Sub Sections (1) (2) and (5) of feclion 211 and Sub 
Section (S) of Section 22/ of the Companies Act 1956 the Balance Sheet and Profit 
and loss Account toqeiher with the notes thereon are not required to be and are 
not drawn up in accordance with Schedule VI to the Companies Art 1956 Ihe ac 
counts are therefore drawn up in conformity with forms A and B of the Third 
Sc'iedule to the Banking Regulation Act 1949 

(1; We have obtained ali the information and explanations which to the best of our 
knowledge and belief vwie necessary for Ihe purposes of out audit and have found 
them to be satisfactory 

(2) The transactions whirti haw come to our notice have been in our opinion within 
Ihe powers ol the Indian Branch ol the Bank 

(3) In out opinion proper bonks ot account as requiieo by law have be'"" kept by 
the Indian Branch of Ihe Bank so fat as appears from out examination of tnesv books 

f4) Ihe above mentioned Balance Sheet and Profit and Uas Acco'jnl ol hi tnehan 
Blanch ol the Bank dealt with by this report aie in agreement with tt e books of 
account 

(5) In out opinion and If the best of csut inlrxmation and according to 'he explana 
tions given to us Ihe Balance Sheet and Profit and loss Accoun' together with the 
notes thereon give the information requited by the Companier Act 1956 as 
amended in the manner so required for Banking Ctympanies ana on sucti basis 
the said Balance 5hee' give^ a true and fan view of the state of affairs of 'tie Indian 
Branch of the Bank as at II Mairh 1991 and Ihe Profit arrl loss Arujunt gnxes 
a true and fair view ot the ruofil of Ihe Indian Bianch ol the Banx tor the year ended 
1i Match 1991 

Sd/ 

P N GHATALtA 
ftARINER 

fo an 1 on behalf of 

BOAABAv PRirf WATERHOUSE 

Dated 29 April 1991 CHAPTERED ACCOUNTANTS 


Dues Irom Banking Compdnie< I 642 BJ9 92 


/rx OMAN INTERNATIONAL BANK SAOG 

vd/ 

V V CHANDV 
CHIEF FXTCUTIVt INDIA 
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REVIEWS 


Gandhi and Ambedkar 

Gail Omvedt 

llie Moral and I'ulitical Writings of Mahatma Gandhi, Volume I: Civiliaa- 
tion, Politics and Religion; Volume 11: Truth and INon-Violenrc edited 
by Raghavan Iyer; The Clarendon Press, Oxford. 


THIS is Anibedkar's year. Not only because 
of the centenary celebrations, but because 
the theme of ‘.social justice’ has now become 
central to Indian politic.s, possibly a deter¬ 
minant in the forthcoming elections, in the 
process bringing about the unity between 
dalits and shudras (‘OBCs’) which 
Ambedkar had argued for but had grown 
pessimistic about in the last years of his life. 

Yet there has al.so been a kind of revival 
of Gandhi in the last several years, answer¬ 
ing to the needs of another ‘new social move¬ 
ment’. environmentalists have a tendency to 
look to Gandhi as a founding father, the first 
leader of contemporary India to denounce 
the destructiveness of industrial ‘modern 
civili.satiQn’ and call for a different model 
Of development entirely. Here also Gandhi 
Stood in contrast not only with Nehru and 
the Uftists but also with Ambedkar, who 
supported not only industrialisation but a 
highly ceniialised statist form of it, and was 
more concerned that dalits should be able 
to leave the villages than reform them. Thus 
the publication of Gandhi’s “moral and 
political writings”, m particular Hind Swaraj 
and the discussions surrounding it, help 
thiow some light on the debates between 
these two towering figures of the colonial 
era. 

Why iHi-C 'oni rontation? 

Gandhi and Ambedkar ended in a state 
of near total confrontation, rather than 
dialogue, and it is important to understand 
how this happened. Though many view 
Gandhi as the great national leader and 
Ambedkar as the one ready to compromise 
with the British in putting the ‘social move¬ 
ment' iirst (and react emotionally to them 
on this basis) the reality is not so simple. 
Ambedkar’s nationalism was expressed at 
many points, while Gandhi himself made it 
clear that his first concern was not so much 
independence but India’s identity as a 
civilisation, and that the worst fate that 
could befall it would be to gel rid of the 
British only to become like the British, with 
“the tiger’s nature, but not the tiger” (in 
Hind Swaraj, p 208). 

The difference was partly in the social net¬ 
works each was involved in, Ambedkar ir¬ 
revocably based in the dalit rural and urban 
poor, (iandhi with his access to all the wealth 
and resources of the Hindu upper castes. 
That Ciandlii’s ‘social batte* did not see his 
conccins in quite the same light as he did, 
is perhaps suggested by the fact that 
Raghavan Iyer’s collection contains very 


little .specifically on untouchabiliiy and caste, 
though the question was as highly ‘moral’ 
and ‘political’ for Gandhi as anything. 
Gandhi’s taking a position in fact played a 
central role in building up the Congre.ss as 
a national force, yet almost all uppei caste 
leaders—including leftists like Nehru and 
the communists- saw it as a mere diversion. 

Gandhi and Ambedkar had different con¬ 
cerns about what Indian independence 
should mean, but they were similar in plac¬ 
ing the nature of that independence ahead 
of mere freedom from British control. Was 
it inevitable that their relations should 
develop so acrimoniously? 

Throughout the 1920s, in fact, Ambedkai 
seems to have had a soB spot for Gandhi, 
perhaps taking him as a new phenomenon 
different from the Brahnianic elitist leaders 
he hated. A photo of Gandhi adorned ihe 
pandal for the Mahad satyagraha; even the 
demands of the Untouchables then wem put 
in terms of “then rights as Hindus” as 
Ambedkar held back from a full denuncia¬ 
tion of Hinduism. 

The real break came in the period I9JO-32 
with the events of the Round Ihble Con¬ 
ferences. Gandhi’s fast and the Ifoona Pact. 
The issue was not Gandhi’s nationalism ver¬ 
sus Ambedkar’s separatism; it was rather 
that of dalit autonomy within a broader 
national community. Ambedkar had gone 
to the first RTC as a representative of the 
Untouchables, but he was almo.st alone 
among organised dalit opinion of the time 
in not asking for separate electorates, in say¬ 
ing it would be satisfied with reserved seats 
if there were adult suffrage. At the ctin- 
ference he gave an eloquent expression of 
support for independence, arguing that 
Untouchables needed ‘swarai’ because only 
with It could they have a chance of shaiing 
in political, power—the prerequisite for then 
liberation. But, with not possibility of adult 
suffrage, Ambedkar ended up supporting 
separate electorates lor Untouchables along 
with those for Muslims and other minorities. 
It was this that proved loo much for Gandhi, 
and his emotional speech at the second RIC 
(he did not oppose separate electorates for 
Muslims) was not .so much fiom a stance as 
‘national’ leader but as a Hindu, and as one 
who was adamant that Untouchables should 
be treated as part of Hinduism. “I would 
not seal the vital interests of thc_Un- 
'touchables even for the sake of winning the 
freedom of India. I claim myself in my own 
person to represent the vast ma.ss of the Un¬ 
touchables”, he said, going on to say that 


“it would create a division in Hinduism 
which I cannot possibly look forward to 
with any satisfaction whatsoever” (Vasant 
Moon.^itor, HR Ambedkar Writing and 
Speeches, Volume 2, pp 662-63). The issue 
was precisely whether dalits could attain an 
autonomy to decide for themselves whether 
they would be part of ‘Hinduism’ or not. 

The subsequent communal award and 
Gandhi’s fast led to the Poona Pact of 1932, 
but Ambedkai’s agreement was by no means 
due to a ’change of heart’. Afterwards he 
.spoke of the events with great bitterness, 
adding “to my mind there is no doubt that 
this Gandhi age is the dark age of India. It 
is an age in‘which people instead of look¬ 
ing for their ideals in the future are return¬ 
ing to antiquity” (‘Federation and Freedom’, 
in Wntings and Speeches, Volume I, 
PP 350-52). Yet Ambedkar himself was ready 
to return to Indian tradition, specifically 
Buddhism. The piublem was that Gandhi’s 
village-centied ideal was, to him, becoming 
identilicd with upper caste dominance, with 
a denial of aiiionomy. This was confirmed 
when Gandhi set up the Harijan Sevak 
Sangh. Ambedkar argued that the aim 
should nut simply be uplift of untouchables 
but the eradication of castes; and that the 
mam authority in carrying this out should 
be with dalits themselves. Gandhi refused, 
seeing Ihe issue as one of purifying 
Hinduism and of upper caste Hindus 
'making expiation" foi their sms of Un- 
louchabihty. Practicallv the lesuli was to 
have a nationwide body ol high-castc social 
reformeis, wandering through Untouchable 
quarters cleaning up children and propagan¬ 
dising against drunkenness, diving a certain 
amount of self-respect but in the process 
binding the low castes to a national move¬ 
ment dominated by what Ambedkar saw as 
the ‘bourgeois-brahman’ elite. Ambedkar’s 
insistence on dalits and low castes holding 
power to create theit own liberation was 
certainly coirect as against Gandhi’s 
paternalism. 

Naiure oe ‘Modern civiusaiion' 

This paternalism was also to flaw 
Gandhi’s most telling critical thrust regar¬ 
ding the path of development itself. 

Hind Swaraj, originally written in 
Gujarati in 1909, was a powerfully argued 
indictment of industrial civilisation, denoun¬ 
cing pailiament, factory exploitation, the 
practices of modern medicine and law and 
even modern transportation. Gandhi later 
came down a good deal from its most 
extreme directions, but it continued to 
indicate what he considered an ideal direc¬ 
tion, a village-centred, handicraft- oriented 
production system, with fulfilment of basic 
but minimal needs. The questioning of 
modern industrial development in Hind 
Swaraj has come to seem more and more 
relevant as the ecological and human 
destructiveness of contemporary capitalism 
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item Slid ‘statist’' vaftetnative. iS 
disasdited. Gandhi also succeeded in 8lv> 
ing a mode of action that was an alternate 
to both ‘Moderated petitioning and extremist 
terrorism, that was militant, morally-based 
and capable of rousing the masses. 

On tnese issues Uandhi seems to have 
more to offer than Ambedkar. Ambedkar 
was a socialist, which Gandhi was not, and 
through the 1930$ it was with Marxism and 
the Left that he seemed to be mote in inter¬ 
action/dialogue with than the Gandhians. 
But the Left was accenting heavy industry- 
based centralised development uncritically; 
the difference between Nehru, the socialists 
and the communists only boiled down to a 
matter of degree: how much state control 
over the industrial sector. The Left also 
assumed that villages would mainly be a 
source of surplus, not the heart of society 
with any dynamism of thdr own. Ambedkar 
ntted into this rather easily; villages to him 
were only Cesspools’ from which dalits must 
escape; private property was, he assumed, 
the source of exploitation (he took this as 
the heart of Marxism, still valid) and thus 
could be ended by 'state socialism’— 
nationalisation, the collectivisation of land. 
This did not deal with hierarchical control 
of the administrative bodies, and exploita 
tion by the elites (mainly Brahmans) who 
vere at their lop. As against this, Gandhi’s 
comment that 

God forbid that India should caite to 
industrialisation atiei the manner ot the 
West. The economic imperialism of a single 
tiny island kingdom is today keeping the 
world in chains. If an entire nation of 300 
million took the similar economic exploita 
non. it would strip the world like locusts 
(ciied by Ramchandra Guha, Chtpko: A 
Grassnwts Perspective on the Environmen¬ 
tal Debate, p 18). 
look.s remarkably prescient. 

But surely part of the reason for 
Ambedkar's industrialist siatism was that the 
Gandhian alternative—the only viable 
model appearing at the time—seemed elitist 
and caste-biased. It was not simply a matter 
of a village orientation but of ‘Ram Rajya’ 
with an uncritical acceptance of elite 
‘trusteeship’; of an opposition to industrial 
devastation lied to a religious belief in the 
limitation of needs. Hind Swanv makes this 
clear; 

Wc notice that the mind is a restless bird; the 
more it gets the more it wani.s, and still 
remains unsaiislied. The more we indulge 
our' emotions the more unbridled they 
become.. Observing all this, our ancestors 
dissuaded us from luxuries and pleasures. We 
have managed with the same kind of plough 
as existed thousands of years ago. We have 
retained the same kind of cottages that we 
had in former times, and our indigenous 
education remains the sainc...li was not that 
wf did not know how to invent machinery, 
bui our forefathers knew that, if we set our 
hearts after such things, we would become 
slaves and lose our moral fibre. They, 
therefore, after due deliberation decided that 
we should only do what we could with our 
hands apd feet...Thcy further reasoned (hat 


Iwye aities were a sttare and a usetesa enenm- 
bnnee and that pei^le would not be happy 
in them, that theiv would be gangs of thieves 
and robbers, prostitution and vice flourishing 
in them, and that poor men would be robbed 
by rich men. They were, therefore, satisfied 
with small villages...The common people 
lived independently and followed their 
agricultural occupation. They enjoyed true 
Home Rule, (p 232-33). 

The self-sufficient village was linked to the 
paternalistic rule of kings in a society 
regulated by intellectuals (Brahmans?). Not 
surprisingly Ambedkar rejected it. It is 
however too bad that there was no real 
debate, throughout the 1930s and 1940s, on 
the nature of technology and industrialisa¬ 
tion in national development. 

Nonviolent Road 

With all their differences, Ambedkar 
and Gandhi stood on the same side on 
some issues, most crucially on that of 
non-violence. 

Part of the difficulty in dealing with this 
is that the discussion has been almost 
ritualised in India—partly perhaps as a reac¬ 
tion to Gandhism. Marxists, at any rate, fre¬ 
quently seem impelled to eulogise violence 
as their differentiating feature; particularly 
when, as with the Naxalites, the effort is to 
break out of the reformism of the establish¬ 
ed parties and parliamentary framework. 
‘Violence* is identified with being ‘revolu¬ 
tionary’; and even Marxist academics have 
a strong tendency to argue that ‘viblence* 
exerted in social agitations is a sign that more 
revolutionary, lower-cla.ss interests are being 
expressed, while opting for satyagraha or 
other nonviolent mass methods is a 
characteristic of movements based on 
property-holding interests. This seems to me 
sociologically invalid, and does not address 
the question of the strategy appropriate for 
toiling people's interests. Nor does it explain 
why Ambedkar opted for nonviolence, 
unless he is taken as simply a petiy-boutgeois 
mis-leader. 

The fact is that there is a clear difference 
between violence as such and protest which 
is massive and rule-breaking, illegal in the 
context of the existing system and oriented 
to establishing a new system. The latter need 
not be ‘violent* in the context of taking life; 
and in fact in the broad dialogue of India’s 
independence struggle there have been many 
definitions of nonviolence; to Gandhi riding 
on the trains without ticket was at times 
’violence’; on the other hand he could only 
endorse the arguments of Nana Patil regar¬ 
ding the 1942 movement in Satara that they 
were nonviolent because they destroyed only 
property in their sabotage and committed 
personal physical violence (beatings) “only 
tc> stop traitors’*. What Gandhi achieved in 
his advocacy of nonviolent methods was to 
establish this mass-oriented controlled 
militancy, to link it to tradition and Indian 
culture, giving it a moral base in the 
readiness to suffer and die for a cause, and 
evolving in the process new, non-masculinisl 


defiflitioiu Ot "mumtieM'. WMtviw; 
Ambedkar’s feelings about Gandhi’s 
backward orientation, be also adopted 
Gandhian forms of agitation. And the result 
is that the Indian people today have at theti 
disposal for socially legitimised agitationt 
wider forms of militant and illegal activit) 
than perhaps anywhere, from hartals, and 
satyagrahas and fasts to ‘gheraos’, 'rasu 
rokos*. ‘gavbandis’, and ‘panchayat* form! 
of occupying public space. 

The difference between Gandhi and 
Ambedkar is that Gandhi claimed that non¬ 
violence was for him a ‘principle* and no) 
just a ‘policy’ (while for the Congress, ht 
felt, it could only be adopted as a ‘policy*! 
for Ambedkar it was primarily a policy. Vr 
Ambedkar also quite seriously dealt wtth thi 
issue of means and ends, which to him wai 
an important differentiating feature betweec 
Buddhism and Marxism. If Ambedkar ap¬ 
pears more rational to us today, it is noi 
because of the effort to give a moral basil 
to politics (much of Gandhi is very compel¬ 
ling in this respect) but because the advaiu 
base of Gandhi's religion-nonviolence oid 
of a desire to limit action upon the materia 
world; the rejection of needs linked with thi 
rejection of technology and sexuality—is not 
one which we would choose. Raghavan lyei 
gives us in his collection some of'the pro¬ 
blematic dilemmas ot these aspects oi 
Gandhian nonviolence, including ihe agonis 
ing over the mercy killing of a sick calf ai 
his ashram and his apparently unquestionec 
belief—a stark warning to feminists thai 
their appreciation of Gandhi should bt 
limited—that a girl would be better off beitu 
killed one could not prevent her being raped 
With all of these problems, the contribution 
of a nonviolent policy of mass struggle it) 
main, particularly in an age when the force; 
of military technology are proving to bi 
more rampantly destructive and brutalisin] 
than ever. 
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A Panorama of Polemics 

Asbok V Desai 

India's Mixed Economy: Tlie Role of Ideology and Interest in Its 
Dmviopment by Baldev Raj Nayar; Popular Prakashan, Bombay, 1989; 
pp xi + 421, Rs 350. 

ilte Political Econo|ny of India's Public Sector: Policy and Performance 
by Baldev Raj Nayar; Popular Prakashan, Bombay, 1990; pp ix + 323. Rs 300. 


BALDEV RAJ NAYAR must qualify for in¬ 
clusion in the Guinness Book of Reconis, 
if only we can discover what for. He never 
writes one book if two would suffice; but 
he would not quite make it on that. He has 
over 500 references in these two volumes, so 
his rate of assimilation must be fantastic But 
then it cannot be proved that he read them 
alL What I find so unique, so outlandish 
about him is his undying faith that those 
with whom he carries on a unilateral debate 
in his massive volumes—the Leftists—are 
susceptible to rational argument in respect 
of the subjects on which he addresses them. 
In this pair he addresses them on public 
enterprise. After reviewing the communist 
theology on the subject, he still optimistical- 
br concludes that the communists smtsx final¬ 
ly be susceptible to reality because they have 
to fight elections! He is a starry-eyed idealist 
looking for red-eyed ideologues. And who 
knows? He may well be right. The com¬ 
munists have accepted casteist discrimina¬ 
tion, partnerships with multinationals, 
subversion of education—all things against 
which they might be expected to have prin¬ 
cipled objection. They may one day even 
accept the demise of public enterprise, as 
their elder brothers to our north have done. 

Nayar’s rock-breaking opus begins with 
the following .sentence. 

The rationale for—and evaluation of—the 
public sector in a country's economy and 
polity, especially in the Third World, is en¬ 
twined with questions about both consum- 
matory and instrumental variables. 

That sentence set me on fire I read the entire 
first volume to find out what was being con¬ 
summated, but without success. Then 1 
chanced on the second volume—and found 
the answer on its first page: consummatory 
factors are ideologies, and instrumental 
factors are vested interests, it reminded me 
of Richard Feynman, who went to an inter¬ 
disciplinary conference and was given a 
•; piqier to read which he could not make head 
. or tail of. So he decided to translate it 
sentence by sentence. He came across the 
sentence; 

The individual member of the social com¬ 
munity often receives his information via 
visual, symbolic channels. 

He translated it as “people read”. Nayar does 
not keep up this level of profundity; in fact, 
he is disappointingly comprehensible in 
general. But he has taken a jolly good shot 
at being scholarly, cramming 300 references 
ami 1.000 footnotes into the first volume and 


200 references and 400 footnotes into the 
second. These books are a serious, nay, an 
earnest contribution. 

To what? To the politics, economics and 
history of public enterprises. The first 
volume covers the attitudes towards it of the 
people who created the public sectoi, plus 
the priesthood that cheered on the assault 
on the ‘commanding heights of the 
economy’. The former really comprise only 
Nehru and Daughter; the latter are a swarm 
of such diverse membership as Biplab Das 
Gupta, Sukhamoy Chakravarty, Anupam 
Sen and H Vcnkatasubbiah. Navar has 
certainly read widely and indiscriminately. 
Some enemies of the public sector figure too 
(even 1 figure, although my importance has 
been exaggerated by attributing to me acts 
which really belong to hforarji Desai), 
amongst them, Rajni Kothati occupies the 
pride of place. The first volume is a 
Dogmengeschichle, or more accurately, a 
history of a dogma 

The account of attitudes has been inter 
spersed with Nayar’s own commentary 1 he 
ratio of the first to the second is preliy high; 
so it is difficult to .see what Nayar is driving 
at. It is like a commentary on the scriptuies 
where the commentator confines himscll to 
making learned observations on the sub¬ 
tleties of the text that an unsophisticated 
reader may miss. Even the critical comments 
that Nayar makes are more like debating 
points than mortal thrusts. By and large. 
Nayar has been fair to those whose views he 
reports, often preferring a direct quotation 
to an interpretation. But as a result it is dif 
ficult to find the real Nayar in this lungle 
of a text, and often one wonders rl ihcte is 
one. 

There is one, and his central thesis is that 
the build-up of the public sector wa.s decided 
by Nehru’s ideological predilections, and not 
the interplay of interests. I think this is 
meant to be a thrust at leftists who would 
believe that ail except themselves are pawns 
in class conflict. But I may well be wrong, 
for Nayar also admits that the “intermediate 
strata’’—a scholastic term for the middle 
class—were in power, and that their interests 
were served by the growth of the public 
sector. Altogelhei, it seems that Nayar is in 
agreement with F’rem Shankar Jha, Pranab 
Bardhan and others who identify the middle 
class as the driving force and beneficiary of 
Indian socialism; but one can never be sure, 
for Nayar revels in highlighting his dif¬ 
ferences with others. 


The second volume does two thiiigt. First, 
it describes the departures from the Nehru 
ideology in the early days of the Rajiv 
Gandhi government. Nayar ends this part 
with one of his best sophistical tricks, show¬ 
ing that the Left, which all along regarded 
the public sector as a toot of the capitalist 
state, became iis most conservative defender 
when Rajiv Gandhi’s government tried to 
move away from the Nehru model. 

Second, it compares the performance of 
the leading public and private sector firms 
in two industries. The case studies of steel 
(HSL-SAIL vs TISCO) and aluminium 
(BALCO vs Hindustan Aluminium) can 
hardly settle the controversies outlined by 
Nayar in the first volume; but they go far 
to demolish, point by point, the claims of 
superiority Snd virtue that have underlain 
the arguments in favour of the public sector. 
Nayar is no great shakes with the use of 
statistics: but i lu- miciofacts hclias collected 
by the bagful do present a.picture which we 
tend generally to miss. 

The first volume would appeal to those 
who like to wallow in ideological mud—the 
political economists and the political un- 
scieiitisis. The second one would be in¬ 
teresting to those who are more interested 
in the public sector than in the emotions it 
cs'okcs logether they form a useful piece of 
contemporary history. 
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Volume and Composition of Government 
Subsidies in India, 1987*88 

Sudipto Mundle 
M Govinda Rao 

This paper attempts to measure the volume and composition of subsidies provided by the Central government 
and nuf/or State governments and concludes that a substantial proportion of GNP, much larger than the explicit 
sul^idy as revealed in the budgets or as computed even by the broader National Accounts definition, is being 
distributed in the form of subsidies through the Central and Slate budgets, much of it invisible, and that it is 
not at all clear that these subsidies are flowing to the intended beneficiaries. 


Introduction 

ECONOMISTS are interested in analysing 
government subsidies for a number of dif¬ 
ferent reasons. A macro economist dealing 
with India's fiscal imbalance, i e, the grow¬ 
ing revenue deficit in evidence since the early 
eighties, would be interested in better tar¬ 
geting of subsidies and pruning of unintend¬ 
ed subsidies as pan of a stabilisation pro¬ 
gramme which attempts to reduce the 
revenue deficit. A price theorist would be in¬ 
terested in the allocative effects of subsidies 
while a welfare economist might be in¬ 
terested in their overall welfare effects. 
Political economists would want to interpret 
the allocation of subsidies in terms of their 
perception of the distributive coalitions 
which control the state This paper docs not 
belong to any of these panicular perspec¬ 
tives. Instead, it undertakes an eseicise which 
is a necessary first step for addressing any 
or all of these questions operationally, it at¬ 
tempts to measure the volume and composi¬ 
tion of subsidies provided by the Central 
government and fourteen major State 
gowmments in India, as observed in the year 
4987-88, the last financial year for which 
complete accounts are so far available. The 
first part of the paper deals with concepts 
and method. Part two presents estimates of 
the volume and composition of subsidies at 
the national level. Part three analyses inter¬ 
state variations and the main conclusions 
are summarised in part four. 

I 

Subaidiea and Theory of 
Public Expenditure 

Government subsidies may be defined as 
the difference between the cost of delivering 
wtrious publicly provided goods or services 
(henceforth, services) and the tecoveries aris¬ 
ing from such deliveries.' However, a 
number of qualifications and adjustments 
must be introduced before this concept can 
be applied to measure subsidies from the 
available dau on government expenditure 
and rKeipts. These are as follows. 

(a) Government and Public Sector. 


Government has been defined in this exer¬ 
cise to include only those departments which 
directly come under the Central government 
or the governments of fourteen mgjor States. 
In particular, non-departmental public enter¬ 
prises or co-operatives have been treated as 
lying outside the government proper. This 
is admittedly a narrow definition. However, 
it is necessary in order to frame the inter¬ 
face between the government budget and 
public enterprises. The difference between 
financial assistance extended to such enter¬ 
prises and the returns which government 
receives from them is included in our 
measure of the volume of subsidies flowing 
through the government budget and this 
component of government subsidy is dis¬ 
cussed further below. 

(b) Public Goody. The wide range of 
general, social and economic services offered 
by the government at the Centre and in the 
Slates can, for analytical purposes, be 
classified into three broad groups. At one 
end of the spectrum there are pure public 
goods (services) in the Samuelson sense, 
characterised by non-rivalry and non- 
excludability in consumption.^ Allhe other 
end there would be pure private goods 
characterised by rivalry, excludability and no 
externality. Then there would be the vast 
majority of services in the middle category, 
characterised by rivalry and excludability but 
also varying degrees of externalities. We may 
stretch Musgrave’s notion to describe this 
class of services as ‘merit goods’.’ Of these, 
the concept of subsidy is properly applicable 
only to the last twa 

In the case of pure public goods we know 
from the theory of public expenditure that 
the wdl known Samuelson pricing rules can¬ 
not in fact be applied because of the free 
ridei problem. Given the characteristic of 
non-excludability, consumers will not reveal 
their preferences for such goods and the de¬ 
mand information necessary for calculating 
Samuelson prices will not be available. 
Wicksell had anticipated this problem before 
Samuelson and he, followed by Lindhal and 
more recently Musgrave; argued that a voting 
mechanism of near unanimity, choosing bet¬ 
ween alternative expenditure proposals along 


with associated tax prices, could lead to fair¬ 
ly efficient outcomes. However, in the 
absence of such voting mechanisms, the op¬ 
timal level of public provision of these ser¬ 
vices remains indeterminate and their costs 
have to be met out of the general budget 
since they cannot be easily recovered.^ 
Under these conditions it would be inappro¬ 
priate to apply the concept of a subsidy to 
the expenditure on pure public goods. Could 
we say, for instance, that defence cxpendituie 
is a subsidy? 

There is clearly a case for excluding pure 
public goods from our computation of sub¬ 
sidies. But empirically where does one draw 
the line between pure public goods and merit 
goods or private goods? There are obvious 
public gmd candidates like defence and 
police. But then there are less clear cases 
where the benefits are not immediately 
tangible, such as agricultural extension, or 
the beneficiaries not exclusively identifii^le^ 
as in a literacy programme. The conservative 
rule of thumb followed in this exercise is to 
treat the general administrative services in 
the functional classification of government 
expenditure as pure public services, along 
with relief on account of natural calamities, 
the general secretariat expenses of social and 
economic services and the compensation 
and assignment to Local Bodies and Patt- 
chayati Raj institutions. The expenditure in¬ 
curred on these items has bm excluded 
from the computation of subsidies. 

it is po.ssible to take the view that a 
number of other items, particularly cert^n 
social services, are also pure public services. 
To the extent that these have not been 
eliminated, the estimated value of subsidies 
would be larger than the actual value. 
Readers are welcome to apply their own 
judgment on which additional social or 
economic service ought to be treated as a 
public good and use our disaggregated sub¬ 
sidy estimates to make the appropriate ad¬ 
justments and arrive at their preferred 
measure of the total volume of subsidies. 
However, it must be noted that there could 
be an element of hidden producer subsidies 
even in pure public goods, whether they be 
supplied by government departments or 
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finns, if these are not supplied cost 
^ectiveiy. 

(c) Thm^er Payments and Hu Expen- 
dilurr. The public expenditure incurred on 
transfer payments have been excluded from 
the compulation of subsidies since these can¬ 
not be treated as costs incurred in the public 
provision of a service which could be pric¬ 
ed in principle. For the same reason tax ex¬ 
penditures, i e, revenue losses incurred in tax 
Incentives, have also been excluded from the 
computation of subsidies though these are 
usually treated as subsidies in the literature. 

(d) The Different Elements of Subsidy. 
The concept of subsidy adopted in this ex¬ 
ercise actually combines three different 
elements of subsidy as demonstrated in the 
diagram. Let OY be the quantity of some 
service which is publicly provid^, YB the 
actual cost per unit, YD the efficient cost 
per unit and EF the curve of per unit 
racoveries. XX is the demand curve for the 
service 

The rectangle ABHG measures the total 
Hdume of subsidy actually required in order 
to ensure that the market absorbs OY quan¬ 
tity of this publicly provided service if the 
sqarket clearing quantity OY’ is considered 
socially inadequate. Hown'er, ABHG has 
two components, i e, a necessary clement 
G>HG which is a genuine allocative subsidy 
and an additional element ABDC paid to 
suppliers to cover their inefficiency. Final¬ 
ly^ there is a subsidy element GHFE which 
Otad not have been paid to support con¬ 
sumption level OY, given the state of de¬ 
mand. We may therefore describe this as a 
purely distributive subsidy. Thus, our 
measure of subsidy which conceptually cor¬ 
responds to the rectangle ABFE, in fact 
combines three distinct elements, i e, a pro¬ 
duces subsidy, the allocative subsidy and a 
distributive subsidy. However, it is not possi¬ 
ble to disentangle these different elements 
of the subsidy without detailed estimates of 
oast and demand functions for all the dif- 
toent subsidies. 

fe) Method of Computation: The exercise 
oowers the provision of public services by the 
Central government and fourteen major 
, State governments for the year 1987-88. In 
] all, there are 123 major categories of public 
(Services or sectors of government aaivity 
.identifiable from the budget classification, 
of which 37 sectors in general administrative 
services, etc, are treated as pure public ser- 
(Vices. For each of the remaining 86 social 
.and economic services subsidy has been 
(Computed as 

v,.ti(K,-^ L.)-td.K, -y^-r^-t, 

' (I) 

where j » 38.. 123 indexes the services. 
;For the j'" sector; 
j is the subsidy; 

is the variable cost or revenue expen- 
dhure on the service; 

Cj is the capital stock in the seaor; 
is the stock of investments outside 
government by the sector in the form of 
loans or equity, 


DlAOpAM 


X' 



i is an imputed interest rate representing 
the opportunity cost of money for 
government: 

d is the depreciation rate; 
yj is revenue receipts by the sector; 
r^ is income by way of interest or dividend 
on loans and equity; and 
tj is a transfer payment from the sector to 
individual agents. 

The total volume of subsidies on all 
serives is given by 

123 

S = I s, (2) 

Similarly the cost of any service j 
(j^t .. 123) is given by 

c, = Vj -t i (Kj + -I- dK^ - t, (3) 

while the total cost of all services, including 
transfer payments and pure public services 
is given by 

123 123 

C - I c, -t Z t, (4) 

j«i j>i 

Notice that in calculating the cost of a ser¬ 
vice we have added the variable cost or 
revenue expenditure (net of transfer pay¬ 
ments) of the sector with the imputed in¬ 
terest cost of cumulative capital expenditure 
by the sector and the depreciation on capital 
accumulated within the sector. It is this in¬ 
terest cost and the depreciation rate which 
together constitute the element of fixed cost 
associated with the current level of a service 
and not the capital expenditure of the sector 
in the current period. That will form a com¬ 
ponent of the cumulative capital expenditure 
which supports future deliveries of services 
from the sector. Therefore c, is not the same 


as total expenditure of the j'” sectoi and C 
is P'-t a measure of the total volume of 
..iiolic expenditure. 

The imputed interest rate or the average 
cost of money to the government, calculated 
as the ratio of domestic interest payments 
by government to the stock of domestic 
public debt, works out to 6.04 per cent. The 
depreciation rate has been set at 2 per cent 
in real terms, assuming an average life of fif¬ 
ty years for capital stock in government ac¬ 
tivities as on March 31, 1987.^ Allowing for 
an inflation rate of 7.4 per cent this works 
out to 10.4 per cent depreciation in nominal 
terms. 

The data used for the exercise has been 
drawn primarily from the Finance Accounts 
of the Union and State governments publish¬ 
ed by the Office of the Comptroller and 
Auditor General. This has bren supple¬ 
mented by additional information drawn 
from budget documents and the Indian 
Economic Statistics; PuNic Finance publish¬ 
ed by the ministry of fmance. 

1 he concept of subsidy employed in tnis 
study should be distinguished from the con¬ 
cepts used in the budget and National Ac¬ 
counts. The concept of ‘subsidy* used in the 
budgets simply applies to the explicit 
payments made to producers to alter thdr 
price or output decisions. The best oiamples 
are the food and fertdiaer subsidies. The Na¬ 
tional Accounting concept is broader as it 
includes, in addition to these explicit 
payments, the implicit subsidies arising from 
the losses of departmental enterprises. The 
concept of subsidy onployed in this study 
is still broader beuuse; in addition to the 
National Accounts concept of subsidies, it 
includes subsidies to hou^olds implicit in 
the provision of social and eoononuc servion 
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‘'ttehM’' e^it «i M't}^ unRcQveM -cott’ 
of k»iu fhwn md invctbiiaiu mackin non- 
dcpartmmui enterpriies and co-operatives. 

(0 Polealiel Sources ctf Bias: It has 
already been noted above that the volume 
of subsidy measured in this exercise may be 
an under estimate because it excludes tax 
expenditures. Another possible source of 
under estimation could be some servit^, 
eg, higher technical education such as 
medicine or engineering, vrhere the market 
clearing price may be higher than the actual 
cost of supply, viz, a state of demand il¬ 
lustrated by curve X' X' in the diagram. On 
the other hand, there are also some sources 
of upward bias in our estimate. The possi¬ 
bility of some pure public services not be¬ 
ing excluded from the computation has been 
noted earlier. In addition we must remember 
that if the existing level of subsidies, and 
therefore the aggregate level of public expen¬ 
diture were to be reduced, then ceteris 
paribus this would also reduce the level of 
aggregate output and the volume of revenue 
Thus, in principle, subsidies should be 
calculated net of the revenues which they in¬ 
directly generate Keeping in view these 
possible sources of bias it must be emphasis¬ 
ed that the estimates presented in this paper 
should be regarded as nothing more than a 
first approximation. 

II 

Level and Composition of 
Subsidies: All India, 1987-88 

(a)77ie yolume of Subsidies: Going by this 
user charge method of costing public ser¬ 
vices, the total cost of all services plus 
transfer payments for the year 1987-88 work¬ 
ed out to Rs 91,276 crort, of which Rs 48,599 
crore was accounted for by the Centre and 
the balance of Rs 42,677 crore was attri¬ 
butable to the States Compared to the ac¬ 
counts figures of total government expen¬ 
diture in that year of the order of Rs 1,01,754 
there is a difference of about Rs 10,000 crore. 
This difference arises primarily because in 
this exercise the imputed interest cost and 
depreciation on the cumulative capital ex¬ 
penditure shown in the accounts has been 
taken as the fixed cost element instead of the 
actual capital expenditure in |987-gg. 

Ihuisfer payments, including the alloca¬ 
tion for employment progtrunmes, amounted 
to Rs 3,836 crore in 1987-88 and the cost of 
pure public services (general services) ac¬ 
counted for another Rs 25,000 crore. The 
balance Rs 62,440 crore would have been the 
total user charge on social and economic ser¬ 
vices provided by the Central and State 
governments, if these services were not sub¬ 
sidised. In fact only 32 per cent of the cost 
of these services was recovered, thus leaving 
a subsidy element amounting to Rs 2,324 
crore or almost 70 per cent of the cost of 
these services. As a proportion of GDP this 
works out to about 15 per cent (Table I). 
A little over a third of this total bill of sub¬ 
sidies, adding up to about Rs 16,065 crore, 
flowed through the Central government and 


the test through State goveifiimimfs, even 
though tha aggregate co« of social and 
economic services is more or less evenly 
shared between the Centre and the State 
governments. This is because the States ac¬ 
count for the bulk of social services, which 
are more heavily subsidised as a matter of 
policy, while the Central government is 
predominant in the provision of economic 
services. These details are discussed further 
below. It is this difference in the composi¬ 
tion of publicly provided services which also 
acoiunts for a lower overall recovery rate of 
16 per cent in the States as compared to 48 
per cent at the Central level. 

It should be clarified here that m 
calculating the recovery rate of the States, 
receipts in the form of transfers from the 
Centre have not been counted and these have 
also been excluded from the expenditure side 
of Central government accounts. These 
receipts and expenditures cancel out when 
the accounts of the two levels of government 
are combined for a consolidated picture of 
government finance. Even if the accounts at 
different levels of government are analysed 
separately it would be odd to treat such 
transfers at the Central level as expenditure 
on services which it has not delivered and 
at the State level treat them as if they were 
recoveries from recipients of publicly pro¬ 
vided services at the State level. 

(b) Social Services: Social .services ac¬ 
counted for 40 per cent of the total volume 
of subsidies or about Rs 16,760 crore in 
1987-88. This works out to almost 6 per cent 
of the GDP in that year. As noted above, 
the major component of these subsidies on 
social services, amounting to Rs 14,460 
crore. flowed through the budgets of the 
State governments. These social services have 
been provided virtually free to the recipients 
as a deliberate matter of policy, with less 
than 4 per cent of the cost of these services 
being recovered (Table 2). Such a policy 
could be seen as an effective redistributive 
measure if the subsidies were targeted to 
reach intended beneficiaries. Experience has 
shown that progressive tax structures by 
them.selves are usually not very effective 
redistributive instruments, whereas the ex¬ 
penditure on social services covers all the 
non-food basic needs items which are known 
to be highly correlated with welfare in¬ 
dicators in the physical quality of life 
index.* 

However, the data presented here does not 
indicate that the subsidisation of social ser¬ 
vices is being effectively targeted towards 
disadvantaged groups. Tikr for instance edu¬ 
cation—the single largest item of subsidies 
which alone accounted for Rs 9,576 crore or 
23 per cent of all subsidies (Thble 2). Much 
less than half of this was spent on primary 
education. The major component of Rs 5,460 
crore was spent on secondary and higher or 
technical education, sports, art and culture 
(Table 3). in our view, this reflects rather 
weak targeting of the disadvantaged in a 
situation where 64 per cent of the popula¬ 
tion is illiterate. This issue is further discuss¬ 


ed its rite Inttk-StaieaA^yilrdr subsidies in 
Section 3. It is worth noting that user charge 
recoveries from secondary education and, 
espeaally, university or technical education 
such as medicine and engineering would 
make it possible to almost double the volume 
of subsidies in primary education even 
without any increase in the total volume of 
subsidies. Of course, this would require 
associated action, such as means test 
scholarships and special bank loan schemes, 
to ensure that higher levels of education re¬ 
main accessible to the disadvantaged. These 
issues are not pursued further in this paper. 

Poverty group targeting in the allocation 
of subsidies in other social services appears 
to be equally weak, in health services, for 
instance, out of total subsidies of the order 
of Rs 2,925 crore in 1987-88, less than 
Rs 600 crore flowed to the rural sector. 
Similarly in the case of water supply, sanita¬ 
tion and housing, out of a total subsidy of 
Rs 2,363 crorc, only Rs 823 crore flowed to 
the rural sector. Such an allocation of sub¬ 
sidies does not even appear to be equitable, 
let alone progressive, given that about 76 per 
cent of the total population and the vast ma¬ 
jority of those below the poverty line live in 
rural area.s. 

Clearly, there would be much room for 
substantially increasing the volume of 
carefully taigeted subsidisation of social ser¬ 
vices to genuinely deserving sections ol the 
population, even without any increase in the 
total volume of subsidies, if a serious at¬ 
tempt could be made to prune subsidies 
flowing to unintended benefleiaries. Whether 
or not such expenditure switching is com¬ 
patible with the political economy of fiscal 
policy in India is, of course, another matter. 

(c) Economic Services: Subsidies in 
economic services amounted to Rs 25,564 
crore or about 60 per cent of the total 
volume of subsidies. A little over half of this 
flowed through the Central budget. Costs 
were not fully recovered in any economic ser¬ 
vice and the average recovery rate was less 
than 44 per cent. However, there was con¬ 
siderable variation around this average with 
recovery rates varying from as little as 20 per 
cent to over 75 per cent (Table 41. 

The highest recovery rates of 75.7 per cent 
and 70 per cent were recorded in items like 
transport and communications. Disaggre¬ 
gated data show that these rates were in fact 
higher for some items, e g, 95 per cent in 
the case of rail transportation. However, the 
sector averages were brought down by very 
low recovery rates of around 3 per cent in 
other items like roads and bridges. Given the 
critical role of infrastructure like transport 
and communications and their relatively im¬ 
pressive performance in cost recovery, it is 
unfortunate that the share of these sectors 
in abrogate public expenditure has tended 
to diminish^ in recent years. 

Vre next come to power and energy which 
is generally believed to be a major area of 
hidden subsidies. Admittedly, the recovery 
rate of around 35 per cent in this sector is 
only about half of that observed in transport 
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higher than the recovery rales recorded in 
services relating to agriculture or industry 
and the subsidy of Rs 3,221 crore to power 
and energy, in fact, accounted for less than 
8 per cent of the total volume of subsidies 
in 1987-88. Much of this covered the losses 
of State Electricity Boards. 

The average recovery rate in services 
leiated to industry was only about 25 per 
cent and the volume of sutoidies close to 
Rs 5,000 crore. However, of this over 
Rs 2,000 crore flowed as subsidies to the fer¬ 
tiliser industry alone and it is debatable 
whether this element should be treated as a 
subsidy to the industry or to the activity of 
crop production. This issue is taken up fur¬ 
ther Mow. Apart from fertilisers the other 
industries which absorbed substantial sub¬ 
sidies in 1987-88 include village and small 
industries (Rs 640 crore), engineering and 
telecommunication equipment (Rs 490 
crore), consumer industries (Rs 490 crore) 
and atomic energy (Rs 342 crore). 

Finclly, we come to agriculture and co¬ 
operation. The cost of these services, taken 
along with irrigation and flood comrol, was 
close to Rs 15,000 crore. Only about 20 per 
cent of this cost was recovered, leaving a sub¬ 
sidy element of around Rs il,554 crore. This 
works out to a little under half the total 
volume of subsidies in economic services. 
The bulk of this subsidy in services related 
to agriculture obviously flowed through the 
State budgets since they account for an over¬ 
whelming proportion of the outlay on agri- 


■saiTasnitiiaBoir"^^ .. 

The single largest item in the bill of sub¬ 
sidies h> ag^uhure is the food subsidy which 
amounted to Rs 2,572 crore in 1967-88, Here; 
a question wises as to whether the difference 
between the cost of grains to government, 
calculated as a mark up on the procuremem 
price, and the issue price of grain in the 
public distribution system should really be 
treated at a subsidy to crop production or 
to consumers. This will make no difference 
to the total volume of subsidies, but it will 
effect our assessment of the incidence of 
subsidies. This question is discussed further 
below. 

Apart from food, the other important 
items of subsidy to agriculture include 
various types of rural development and 
special area programmes (Rs 1,397 crore), 
crop husbandry (Rs 1,1(K crore), animal 
husbandry (Rs 472 crore) and agncultural 
research, etc, (Rs 384 crore). The subsidy in 
major and medium irrigation, minor irriga¬ 
tion and flood control worked out to 
Rs 2,679 crore, Rs 1,362 crore and Rs 327 
crore respectively. 

(d) Subsidy lo Public Enterprises: We turn 
now to the interface between government 
and the public enterprises. It was explained 
in Section I that the subsidies estimated in 
this paper are only the subsidies flowing 
frorn government proper. Subsidies extend¬ 
ed 1^ public sector enterprises to the rest of 
the economy are not estimated. However, we 
do estimate the extent of net budgetary sup¬ 
port or subsidy to-the public enterprises 


themi^ Atom thblowenm^ 
drown aepantdy for departmental emer- 
priset, non'-departmental enterprises and 
co-operatives in Ihble 5. 

Subsidies to public enterprises added up 
to Rs 15,080 crore or a little over a third of 
the total volume of government subsidies in 
1987-88. Of this, Rs 9,213 crore went to Cen¬ 
tral public enterprises whereas the State level 
enterprises nxeived Rs 5366 crore worth of 
subsidies. The average recovery rate was only 
55 per cent for the public enterprises sector 
as a whole, while the average rate for State 
levd enterprises was still lower at 41 per cent. 

In other words, far from contributing a 
net surplus to the revenues of the govern¬ 
ment, the public enterprises have remained 
a major source of resource drain from the 
government. In the present fiscal crisis this 
calls for a major policy reform vis-a-vis the 
public sector. Wbys must be found of 
hardening their budget constraint and en¬ 
suring some improvements in their financial 
performance so that they at leas cease to 
drain financial resources from the govern¬ 
ment, even if they are not able to immediate¬ 
ly contribute a net surplus to the revenues 
of the government. 

It is intoesdng to note in this context that 
there is considerable variation between the 
recovery rates from diiTerent types of public 
enterprises. The recovery rale from co- 
rT./atives is the lowest at 20 per cent. 
However, since the total cost incurr^ on this 
category of enterprises is quite small, sub¬ 
sidies to co-operatives account for less than 


TABit 1- Cost oi-CovraNMEtn SfcRviri s 1987-88 

(Rs crore) 



Revenue 

Expen¬ 

diture 

Imputed 
Interest 
Cost on 
Loans 

Imputed 
Interest 
Cost and 
Deprea- 
ation on 
Capital 
Outlayb 

Total 
Cost of 
Service 
Column 
(2-1 344) 

Revenue 
Receipt .s 

Interest 

and 

Divi¬ 

dends 

Receipts 

Total 

Reco¬ 

veries 

Recovery 

Rate 

Column 

(8/5)xl00 

Subsidy 

Subsidy 
as Per¬ 
centage 
of Total 
Subsidy 

Subsidy 
as Per¬ 
centage 
of Total 
Cost of 
Services 
and 

Tran.sfers 

Subsidy 
as Per¬ 
centage 
of GDP 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(ID 

(12) 

(13) 

1 Transfer 
Fsymenis 
Centre 

649 

0 

0 

649 









States 

3186 

0 

0 

3186 


— 


— 

— 

— 

— 

— 

India 

3816 

0 

0 

3836 

- 

— 

_ 

— 

- 

— 

— 

— 

11 General 
Service# 
Centre 

14757 

0 

2173 

16931 

2009 

4 

2013 

11.89 





Slates 

7851 

3 

213 

8069 

720 

52 

772 

9 57 

— 

— 

— 

— 

India 

22610 

3 

2387 

25000 

2729 

57 

2785 

11.14 

- 

- 

— 

— 

III Social and 
Eronomie 
Services 
Centre 

21471 

1584 

7%3 

31019 

12198 

2756 

14954 

48.21 

16065 

37% 

17.60 

546 

States 

21602 

1702 

6117 

31422 

3288 

1875 

5162 

1643 

26259 

62.04 

28.77 

8 92 

India 

45074 

3286 

14080 

62440 

1.5485 

4631 

20116 

12 22 

42324 

100.00 

46.37 

14.38 

IV All Services 
(Including transfers 
and general services) 
Centre 36878 

1584 

10136 

48599 

14206 

2760 

16967 

34 91 

16065 

37.% 

17 60 

5.46 

States 

34642 

1705 

6331 

42677 

4007 

1927 

5934 

13.91 

26259 

62.04 

28.77 

8.92 

India 

71520 

3289 

16467 

91276 

18214 

4687 

22901 

25.09 

42324 

100.00 

46.37 

14 38 
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ponwii mnuHi n vame m iMm*qc|w«n> 
enul cnienxiM* and departmental enMr- 
priaei which account for 16 per ant and IS 
per cent of total subiidies respectively. The 
rcco^ rate from the former it only about 
M) per cent as compared to an average 
recovery rate of 67 per cent realised from the 
latter. Thus, the rate of resource drain is 
much higher in the case of non-departmenbd 
mterprises as compared to the departmen* 
ud enterprises. This is despite the fact that 
the former includes all the oil companies 
which have been enjoying windfall gains 
because of the oil shocks. If these were ex- 
:luded, the recovery rate from non-depart- 
menta! enterprises would be even lower. 

(e) The Rural Share of Subsidier. 
Measurement of fiscal incidence or the in- 
:idence of taxes and subsidies remains one 
of the most intractable problems in public 
finance and certainly no firm measure of the 
incidence of subsidies can be culled out of 
the present data. Nevertheless, some very 
broad contours of the pattern of subsidy in- 
ddence have been indicated such as the share 
of social and economic services, the share 
of public enterprises and so on. We now pre¬ 
sent an estimate of the share of the rural 
population in total subsidies. 

Each item of subsidy has been classified 
as rural or non-rural based on the evidence 
available in the budget documents about the 
identity of the beneficiaries. However, there 
are three major items where such an unam¬ 
biguous classification was difficult. The 
largest item is education which accounted 
for 23 per cent of ail subsidies as indicated 
earlier. It has been assumed here that the 
flow of education subsidy to the rural sec¬ 
tor is in proportion to its share of popula- 


The Other two items are food and fbttiiiaer 
which respcctivdy account for about 6 per 
cent and 4 per cent of all services. In the 
bask classifitmtion the food subsidy is shown 
under agrioilture whkh is included in the 
rural sector. However, it is aiguable that 
much of this subsidy flows to the urban sec¬ 
tor since a major portion of the actual off¬ 
take of subsidis^ foodgtains from the 
public distribution system actually goes to 
consumers in urban areas. In tlw case of the 
fertiliser subsidy, on the other hand, though 
in the basic classification it appears as a sub¬ 
sidy to the fertiliser industry, it can be argued 
that the beneficiaries of this subsidy are real¬ 
ly the farmers belonging to the rural sector. 

Estimate II m Table 6 gives an upper 
bound estimate of the rural share in sub¬ 
sidies by including both the food and ferti¬ 
liser subsidim along with the rural share of 
the education subsidy. Estimate III gives a 
lower bound estimate which includes the 
rural share of the education subsidy but not 
the food and fertiliser subsidies. Estimate IV 
is our preferred estimate which includes the 
rural share of the education subsidy and the 
fertiliser subsidy, but not the food subsidy. 
With these assumptions it turns out that the 
rural share lies bnween 41 per cent and S3 
.per cent of the total volume of subsidies. 
Our preferred estimate jdaces it at about 46.S 
per cent. It may appear that some rural: 
urban inequity is implied here since the rural 
share is less than in proportion to its share 
of population and per capita incomes are 
also Iowa in the rural sector. However, any 
such inference about flscal incidence would 
be premature without taking into account 
the flow of transfer payments and the in¬ 


is UKiy 10 oe tower ror w miw fWiat 

lU 

Inter-State Analysia of Budgetary 
Subaidies 

The analysis of subsidies at the all-India 
level presented above cannot address a 
number of subsidy rdated issues which come 
into focus only when the data are analysed 
at the level of the States. For exanqile, the 
probkm of resource inadequacy is parti¬ 
cularly severe at the State level* uid this 
underlines the urgency of targeting subsidies 
for the intended groups and making ade¬ 
quate cost recoveries from those with higher 
purchasing power so that the prevailing kvris 
of social and economk services whkh are 
abysmally low can be expanded to satisfac¬ 
tory levels and equitably distributed. 

(a) Imer-Sme Analysis of Subsidy, As 
indicated in section 2, the total cost of pro¬ 
viding publk services and transfers in the 
States in 1987-88 amounted to Rs 42,677 
crore. The cost of general and administrative 
services was Rs 8,070 croie and transfer 
payments amount^ to Rs 3,186 croit; Of 
the total cost of social and economic services 
of Rs 31,422 crore, cost recoveries amounted 
to Rs 5,162 crore, leaving the subsidy 
amount of Rs 26,259 crore or 7.9 per cent 
of GDP. The subsidy amount formed over 
62 per cent of the toul cost of public ser¬ 
vices and transfers. 

The most notable feature of inter-State 
distribution of subsidies presented in 
Ihble 3.1 is its inequitabk spre^ It is dearly 
seen that more tlran a proportionate share 
of subsidies accrued to the high and middle 


1 ABIE 2; Subsidy ON S<K !Ai Sruvicrs 


(Rs crore) 


(1) 

Revenue 

kxpciiditure 

(2) 

Total 
Cost of 
Service 

(3) 

Total 

Recoveries 

(4) 

Recovery 

Rate 

Col. 

(4/3) X100 

(5) 

Subsidy 

(6) 

Subsidy as 
Percentage 
of Total 
Subsidy 

(7) 

Subsidy as 
Percentage of 
Total Cost of 
^services and 
Transfers 
(8) 

Subsidy as 
Pcrcemage 
of GDP 

(9) 

1 Education 

Centre 

1241 

1281 

8 

0 59 

127.3 

3.01 

I..39 

0.43 

Slates 

83.36 

8422 

118 

1.41 

8303 

19,62 

9 10 

2.82 

India 

9.377 

9702 

126 

1 30 

9576 

22.63 

1049 

3.25 

2 Health 

Centre 

344 

365 

20 

5 56 

345 

0 81 

0.38 

0.12 

Stales 

2485 

2653 

73 

2 74 

2580 

6.10 

2.83 

0.88 

India 

2830 

3018 

93 

3.08 

2925 

6.91 

3.20 

0.99 

3 Wlicr supply. Ksnitalion 
ami hottninic 

Centre 

122 

319 

17 

.5.35 

.302 

0 71 

0.33 

0.10 

States 

Ihl9 

2194 

133 

606 

2061 

4.87 

2.26 

0.70 

India 

1741 

2513 

1.50 

5.97 

2363 

5.58 

2.59 

0.80 

4 (hher Miciai Sfnricc> 

Centre 

429 

557 

W 

31 84 

380 

0 90 

0.42 

0.13 

Stales 

1498 

1603 

88 

5 46 

I5|5 

3 58 

1.66 

0.51 

India 

1927 

2160 

265 

12.26 

1895 

4.48 

2.08 

0.64 

S Total social services 

Centre 

2137 

2522 

222 

8.82 

2.3(K) 

5.45 

2.52 

0.78 

Stales 

13938 

14872 

412 

2.77 

14460 

34 P 

15.84 

4.91 

India 

16075 

17.394 

634 

3.65 

16760 

39,60 

18.36 

5.69 
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with only 20 per cent ihue of (x^ulntion 
dnimed almoit 26 per cent of the nriMkUei, 
whereas the ^aie of the five low income 
Sutei wfth om 46 per cent of population 
was only about 38 p^ cent. In fact, all the 
high and middle income States with the sole 
ooeption of West Bengal claimed a share of 
subsidies higher than their population sham 
^Mlarly, in each of the low income Sutes 
with the exception of Rajasthan, per capiu 
subsidies were lower than the all-States 
average. While, for the high income States 
taken together per capita subsidies amounted 
to Rs 466, the corresponding nguie for the 
low income States was just about Rs 299. 
This was lower than the all States average 
by 17 per cent. Per capita subsidies in the 
middle income States amounted to Rs 384 
which was higher than all>States average 
6 per cent. 

Per capita subsidies in high and middle 
income States were larger because either the 
per capita expenditures in these States were 
higher or their recovery rates were lower. So 
far as recovery rates are concerned our 
analysis shows that recoveries as a ratio of 
the cost of social and economic services 
were, by and large, very low with an average 
of 16 per cent for the States taken together. 
In eight States, it was less than IS per cent, 
the lowest being about 6 per cent in West 
Bengal. Only in four States, it was higher 
than 20 per cent. However, inter-State dif¬ 
ferences in subsidy levels cannot be largely 


since they do not seem to follow any syste¬ 
matic partem (see, Thble 7) consistent with 
differences in subsidy levels. In faa, recovery 
rate in the middle income States was only 
12 per cent whereas, in the low income States 
it was 17 per cent. Nevertheless, in the Sutes 
of Gujarat, Kerala, Punjab and Ihmil Nadu, 
the higher subsidy levels have to be partly 
attributed to their lower recovery rates. In 
contrast Haryana, Karnataka and Maha¬ 
rashtra present cases where subsidy levels, 
were higher despite relatively high recovery 
rates and among the low income States, 
Bihar and Madhya Pradesh present cases of 
low subsidy levels with high recovery rates. 

The observed pattern of higher per capita 
subsidies in more developed States clearly 
shows that subsidy levels were higher in 
States with higher capacity to raise revenues. 
In other words, the federal transfer policy 
has failed to achieve its major objective, 
namely, offsetting the lower revenue raising 
capacities of fiscally disadvantaged States. 
In other words. Central transfers have failed 
to enable the fiscally disadvantaged States 
to provide a standard’ level of public ser¬ 
vices at a uniform tax-effort. Consequently, 
the residents in fiscally disadvantaged States 
have had to be satisfied with lower levels of 
services as well as lower subsidy levels than 
their counterparts in the better off States. 

(b) Subsidy in Social Services: Subsidies 
in the provision of Social Services in all the 
major States taken together amounted to 


oftetolri nilMidy flowing iftreugb SMe 
gownunaits. Am^ the socU lervioei, 
subaidy in education alone constituted over 
32 per cent of the total subsidy, while the 
suMdy to protective and preventive health 
care (medical, public health, water supply 
and housing) constituted another 18 per 
cent. 

The estimates presented in Ihble 8 show 
that in each of the 14 major States, sodal 
services claimed a predomiiumt share of sub¬ 
sidies ranging from 47 pm cent in Haryana 
to about 68 per cent in Kerala. The Iwoad 
similarity in the relative shares of various 
sub-sectors of soda! services among the 
States is also notable In evoy State; the 
highest share of subsidy was in education. 
A large share of subsidy was also claimed 
by protective and preventive health care (in¬ 
cluding medical, public health, water supp¬ 
ly, sanitation and housing) in all the States. 
Considering that social services accounted 
for almost SO per cent of subsidies in many 
of the States, it would be instructive to 
analyse this in greater detail. 

Tte most striking feature that emerges 
from the analysis of subsidies in education 
and health is that, generally, per capita sub¬ 
sidies were higher in the States where the 
levels of educational and health services were 
also higher and vice versa. In the case of 
educaUon, for example; per capita subsidies 
were higher in States where the literacy rates 
were higher. In Kerala, both the literacy rates 


Tabie 3: Subsidy to Education, Hi aith and Waier Suppiy, Sanitatiun and Housinc. 


{Rs crore\ 



Revenue 

Total 

Tbta! 

Recoverv 

Subsidy 

Subsidy as 

Subsidy as 


Expenditure 

Cost of 

Recoveriei, 

Rate 


Percentage 

Percentage of 



Service 


Col 


of Total 

Towl Cost of 





(4/3) X100 


Subsidy 

.Services and 








Transfers 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

1 Education (all India) 

9577 

9702 

126 

1.30 

9577 

22 63 

10.49 

a Elemenuiry education 

4114 

4127 

II 

0.26 

4116 

9.73 

4.51 

b Secondary education 
c University/higher and technical 

3028 

.3063 

57 

1.87 

3006 

7.10 

3.29 

education 

1827 

1865 

32 

1.71 

1833 

4.33 

2.01 

d Other education 

266 

274 

17 

6.03 

258 

0.61 

0.28 

e Sports, art and culture 

341 

373 

10 

2.68 

363 

0.86 

0.40 

11 Health 
a Centre 

344 

365 

20 

5.56 

345 

0.81 

0.38 

i) Rural 

2 

9 

0 

1.15 

8 

0.02 

0.01 

ii) Non-rural 

342 

356 

20 

5.67 

336 

0.79 

0.37 

b States 

2485 

2653 

73 

2.74 

2580 

6.10 

2.83 

i) Rural 

548 

566 

0 

0.01 

566 

1.34 

0.62 

ii) Non-rural 

1937 

2087 

73 

3.48 

2014 

4.76 

2.21 

c India 

2830 

3018 

93 

3.08 

2925 

6.91 

3.20 

i) Rural 

550 

575 

0 

0.03 

575 

1.36 

0.63 

ii) Non-rural 

2279 

2443 

93 

3.80 

2350 

5.55 

2.58 

Ill Water supply, sanitation and housing 







a Centre 

122 

319 

17 

5.35 

302 

0.71 

0.33 

i) Rural 

13 

16 

0 

0.19 

16 

0.04 

0.02 

ii) Non-rural 

no 

304 

17 

5.61 

287 

0.68 

0.31 

b States 

1619 

2194 

133 

6.06 

2061 

4.87 

2.26 

i) Rural 

658 

815 

8 

0.92 

807 

1.91 

0.88 

ii) Non-Rural 

%l 

1379 

125 

9.10 

1254 

2.96 

1.37 

c India 

1741 

2513 

150 

5.97 

2363 

5.58 

2.59 

i) Rural 

671 

830 

8 

0.91 

823 

1.94 

0.90 

ii) Non-Rural 

1071 

1683 

143 

8.47 

1541 

3.64 

1.69 
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''itffIMr -am 

Siadtarty. in tte SMo of (HMaiit. 
lafau Mohomlma, and lli^ Nada 
what liiengr rata woe higher than the aU- 
Stata average^ the per capita sdbiidia wen. 
atw nibctamiaUy higha. Subtii^ levtU were 
the kwcM in Bihar, Madhya Pradesh, Orisii 
and Uttar Pradesh ail of which had very low 
literal rates. 

A similar positive association between 
levels of the service and per capita subsidy 
is alto noticed in the case of preventive and 
protective health care (medical, public 
health, water supply, sanitation and hous¬ 
ing). In the Stata of Haryana, Karnataka, 
Kerala, Maharashtra, Punjab and West 
Bengal the infant mortality tare were very 
low indicating substantially higher than the 
average availability of health care services. 
These were also the Stata with higher per 
capita subsidies in protective (medical and 
public health) health cate services. In Kerala, 
which had tire lowat infant mortality rate 
(27 per cent per 1,000 InrthsX per capita sub¬ 
sidy in protective health cate was higher than 
the average by 33 pa cent. In Puiyab where 
per capita subsidia were higha than the 
average by 54 pa cent, the infant mortality 
rate was 29 per cent lower than the average 
Similar pattern can be observed in the case 


''►us* _ _ . „ _ 

abck 

This it if seen that pa capita nibsidia 
in lodal servica were latga in more 
developed States. What is more; even within 
the St^ Oe benefit of subsidia is concen¬ 
trated to a small proportion of the popula¬ 
tion. Even in lea developed &ales, although 
pa capiu subsidia were Iowa, h is probable 
that the benefit of subsidia accrua mainly 
to a smaUa proportion of population which 
is literate Therefore, pa capita subsidy 
received by the benefiting group may not be 
very much Iowa even in leu developed 
States. The more literate who also have 
greata purchasing powa seem to have ba- 
ta nccas to social servica and, therefore 
it would be reasonable to infa that the 
benefit of subsidy in social servica acaua 
mainly to this small and tdativdy privileged 
propmtion of population. 

. data praented in Table 9 also show 
that the recovery rata in social servica were 
ettremely low in all the States, only 5 pa 
cent or las. The recovery rata were very iow 
both in education and health sectors. Clea- 
ty, the low recovery rata reflect a deliberate 
policy of providing these savica free or at 
very low prices. Howeva, the consequence 
is tlut smid] and relatively privileged section 

Tabic 4: Subsidy on Eionomil Sfrvices 


lodal sovka get Bwa virtady fkaAori 
hoion appropriate large Qoaaana smpluaf 
while the vast majority do not evn halve ao 
oea to these services, kt alona aviOtalg thi 
subsidia involved in their ddireiy; Basar 
ing greater accessibility to laiga propOftiH 
of population involva both belter targstiai 
and massive expaiision in the levels of tbssi 
services. Given the severity of the resourte 
constraint with the States, apanskm in the 
levels of servica can come about only by 
charging higha usa chatga on those con¬ 
sumers having higha purchasing powa. In 
fan, in the case of higha education and 
technical education, there is no reason why 
greata recoveria cannot be ttuule from 
economically barer off consumers. At the 
same time, it is neceuary that the benefits 
of these servica should be made acceuiMc 
at subsidised rata to those who are econo¬ 
mically disadvuitaged. 

We may now look at some equity aspects 
of the subsidy to the education sectm. As 
mentioned above, education accounts for 
rimost a third of total subsidia at the State 
level. Hie composition of subsidia in 
various sub-sectors within^ education sec¬ 
tor presented in Table 9 points to a numba 
of important interenca. i%st, in spire of the 


iRsemn) 



Revenue 

Total 

Total 

Recovery 

Subsidy 

Subsidy as 

Subsidy u 

Subsidy u ' 

Expenditure 

Cost of 

Recoveria 

Rate 


Percentage 

Percentage of 

Peicenuge 



Service 


Col 


of Ibtal 

Ibud Cost of 

of GDP 





(4/3) X lot) 


Subsidy 

Servica and 









Ihuisfen 


(I) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

Agrirultun- and cn-«|M>ralion 
Centre 

2626 

3178 

208 

6.53 

2970 

7.02 

3.25 

1.01 

States 

SI06 

56.36 

1627 

28.87 

4009 

9.47 

4.39 

1.36 

India 

Irrigation and flood rontrol 

7732 

8815 

1835 

20 81 

6980 

16.49 

7.65 

2.37 

Centre 

81 

112 

3 

2.95 

109 

0.26 

0.12 

0.04 

States 

1907 

5686 

1221 

21.47- 

4465 

10.55 

4.89 

1.52 

India 

Power and rnrtgy 

1988 

5798 

1224 

21 II 

4574 

10.81 

5.01 

1.55 

Centre 

690 

2949 

1162 

39,42 

1786 

4.22 

l.% 

OAI 

Stales 

708 

1998 

564 

28.20 

1435 

3.39 

1.57 

0A9 

India 

1399 

4947 

1726 

34.89 

3221 

7.61 

3J3 

1418 

Industry 

Centre 

3412 

5638 

879 

15.59 

4759 

IIJ4 

521 

IA2 

States 

S81 

937 

817 

87.19 

120 

0.28 

0.13 

0.04 

India 

IVanspart 

3993 

6575 

16% 

25.80 

4879 

11.53 

5.34 

IM 

Centre 

8459 

10903 

9463 

86.80 

1440 

3.40 

1.58 

OM 

Stata 

1099 

1937 

254 

13.12 

1683 

3.98 

1.84 

0S> 

India 

Communiratiun 

9558 

12840 

9717 

75 68 

3122 

7.38 

3.42 

IM 

Centre 

20% 

3511 

2468 

70.31 

1042 

2.46 

1.14 

0J3 

Stata 

0 

1 

0 

0.00 

1 

0.00 

0.00 

04» 

India 

Othrr economic services 

20% 

3511 

2468 

70.30 

1043 

2.46 

1.14 

033 

Centre 

1971 

2207 

548 

24.82 

1659 

3.92 

IA2 

030 

Stata 

262 

354 

268 

75.74 

86 

0.20 

0.09 

003 

India 

Total economic services 

2232 

2560 

816 

31.86 

1745 

4.12 

1.91 

039 

Centre 

19334 

284% 

14731 

51.70 

13765 

32.52 

ISjOI 

4m 

Stares 

9664 

16549 

4750 

28.70 

11799 

27.88 

U.93 

4yBI 

India 

28997 

45043 

19481 

43 J5 

25564 

60.40 

2S4H 

9M 
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iB the States are uiitente, the auocation to 
primary education was just about 48 per 
cent Thus, moi^ than a half of the subsidies 

education is allocated to higher levels. The 
pattern was broadly similar in all the States, 
the share of primary education ranging from 
39 per rent in Haryana and West Bengal to 
S7 per cent in Bihar, Madhya Pradesh and 
Orim. 

The bill of subsidies on higher, technical 
and other education which accrues largely 
to the literate sections of population 


this has to he aoded an adaitionai amount 
of Rs 210 crore on account of agricultural 
education and Rs 190 crore due to medical 
education. Thus, the total subsidy bill in¬ 
volved in higher levels of education amounts 
to a staggering Rs 1,900 crore. It may be 
noted that complete cost recoveries at higher 
education leveU can augment the primary 
outlay on education almost by SO per cent. 
Of course, this is not to imply that 
economically weaker sections availing higher 
educational facilities shoud not receive sub- 


ly target the suhsuues on rngner eaucaiioniu 
levels. These statistks sharply underiine the 
inequitable allocation of subsidies not mere¬ 
ly in terms of the regional spread but also 
in terms of the distribution bnween the bet¬ 
ter off and the worse off within the regions. 

Reduction in the subsidy to the privileged 
groups can be achieved only by enhancing 
recoveries on higher education. It is in¬ 
teresting to note that recovery rates on higher 
education for the States averaged only 1.7 
per cent, which was lower than even the 


Tari 1 5; Subsidy Through Pubi ic Enterhrises 


(It* crore) 




Revenue 

Total 

Total 

Recovery 

Subsidy 

Subsidy as 

Subsidy as 


Expenditure 

Cost of 

Recoveries 

Rate 


Percentage 

Percentage of 




Service 


Col 


of Ibtal 

Ibtal Cost of 






(4/3) X100 


Subsidy 

Services and 









Thmsfen 

(1) 


(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

1 Departmental Enterprises 









So^ Services 


457 

561 

198 

35.20 

364 

0.86 

0.40 

Economic Services 


14061 

22618 

15363 

67.92 

7255 

17.14 

7.95 

Total 


I45I8 

23180 

15561 

67.13 

7619 

18.00 

8.35 

11 Non-Depailniental Enterprises 








Sodal Services 


82 

|49 

20 

13.40 

129 

0.31 

0.14 

Economic Services 


6033 

9768 

3029 

31.01 

6739 

15.92 

7.38 

Ibtal 


6115 

9917 

3049 

30.75 

6868 

16 23 

7.52 

HI G>-operativea 









Social Services 


5 

29 

4 

14 06 

25 

0.06 

0.03 

Economic Services 


234 

709 

141 

19.95 

568 

1..34 

0.62 

Ibtal 


239 

738 

146 

19.72 

593 

1.40 

0.65 

IV All Public Enterprises 









Social Services 


544 

740 

222 

29.97 

518 

1.22 

0.57 

Economic Services 


20327 

33096 

18534 

56.00 

14562 

34 41 

15.95 

Total 


2M72 

33836 

18756 

55.43 

15080 

35.63 

16.52 

of which 









Central Public Enterprises 


16485 

23814 

14601 

61.31 

9213 

21 77 

10.09 

^es’ Public Enterprises 


4387 

I002I 

4155 

41.46 

5866 

13.86 

6.43 



T ABl r 6: SUB' .Dt 

It) Rurai Sic ior 












(Rs crore) 


Revenue 

Total 

Total 

Recovery 

Subsidy 

Subsidy as 

Subsidv as 

Subsidy as 


Expenditure Co.st of 

Recoveries Rate 


Percentage 

Percentage of Percentage 



Service 


Col 


of lotal 

Total Cost of of GOP 





(4/3)xlOO 


Subsidy 

Set vices and 









Translers 


(1) 

(2) 

(3) 

(4) 

<5) 

(6) 

(7) 

(8) 

(9) 

Eatimate 1 ; Rural 









Centre 

2723 

3347 

326 

9.75 

3021 

7.14 

.3.31 

1.03 

States 

8100 

12582 

2512 

1996 

10070 

23.79 

1103 

3.42 

India 

10822 

15929 

2818 

17 82 

13091 

30.93 

14.34 

4.45 

Ealimale II : Rural 









Centre 

5728 

6641 

526 

7.92 

6115 

14.45 

6.70 

2.08 

States 

14414 

18964 

2601 

13 72 

16363 

38.66 

17.93 

5.56 

India 

20142 

25605 

3128 

12.21 

22478 

53.11 

24.63 

7.63 

Estimate III: Rural 









Centre 

1652 

2186 

332 

15.19 

1854 

4.38 

2.03 

0.63 

States 

13776 

18315 

2601 

14.20 

15714 

.37.13 

17.22 

5.34 

India 

15428 

20501 

2913 

14.31 

17568 

41.51 

19.25 

5.97 

Ealimale IV: Rural 









Centre 

3715 

4506 

526 

11.68 

3980 

9.40 

4.36 

1.35 

Stales 

13776 

I83I9 

2601 

14.20 

15718 

37.14 

17.22 

5.34 

India 

17491 

22825 

3127 

13 70 

19698 

46.54 

21.58 

6.69 


Nolo: Estimate I: Unadjusted E.stimate; Includes food subsidy but noi fertiliser subsidy or any share of education subsidy. 
Estimate II; Maximum Estimate: Includes food and fertilrsei subsidy plus share of education subsidy. 

Estimate 111: Minimum Estimate: Excludes food and fertiliser subsidy but includes share of education subsidy. 
Estimate IV; Preferred Estimate; Excludes food subsidy but include' fertiliser subsidy and share of education subsidy. 
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sion to estimate taxable capacities of the States. 

21b estimate per capita subsidies, mid-year population estimates of Registrar General of India employed. 



_ Table 8: State>mse Details of Budcetm» S ubsidies in Social Services 

Sectors Andhra Bihar Gujarat Haryana Karnataka Kerala Madhya Maha- Orissa Punjab Rajasthan Tamil Uttar Wfcst All 

Pradesh Pradesh rashtra Nadu Pradesh Bengal States 
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Economic and Political 


(iv) Recovery rate (per cent) _ 2-30 1.35 3.48 3. 60 2.27 2.97 2.S5 2.96 1.92 2.31 5.65 4.42 2.55 1.19 2.77 

Noter. Estimates of literacy rates according to 1981 census. 

Estimates of infant mortality rates has been taken from Sample Registration System, Registrar General of India. 
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UNIVERSITY OF DELHI 


Wm oei-ifi-f 10 007 

No. Estab. IV/Advt.-129/ Dated, April 30.1991 

Applications, on the prescribed form, are invited for the following posts in the University so as to reach 

the Registrar, Universityof Delhi, tMhMIO 007, latest by May 31,1991: 


1. AFRICAN STUDIES 

Reader in Geography (1) 
Special/desirable qualifications (if any)- 

(a) Doctorate Degree or published 
work on Africa: 

(b) field work in Africa or visiting 
assignments at an African 
University; 

lc) knowledge of an African 
language 

2. LAW FACULTY 

Professors (2) 

Lecturers (2) 

Research Associates (2) 
Special/desirable qualifications (if any). 

Professors: 

One in International Business Law 
including Taxation and other in 
Science, Technology & 
Environment or in Law & 
Development 

3. GERMANIC & ROMANCE 
STUDIES 

Reader in German (1) 

Lecturer in German (1) 

(Leave vacancy upto 05/11/91 but 
likely to continue) 

Special/desirable qualifications (if any) 
Reader German Literature 

4. PERSIAN 

Research Associate (1) 

5. MANAGEMENT STUDIES 

Placement Adviser (1) 

Special/aesirable qualifications (if any) 

A poison having Industrial 
background or the knowledge of 


working of private and/or public 
undertakings or educational 
institutions with special reference 
to placement and training work will 
be given preference. 

6. HINDI 

Lecturers (2) 

7. CENTRAL OFFICE 

I . System Analyst-cum-Senior 
Programmer (Finance Wing) (1) 

Special/desirable qualifications lif any) 

a) Experience of participation in 
training programmes in 
Computer related disciplines 

b) Intensive experience in System 
Programming on a Third 
Generation Computer System 

II. Deputy Registrars 
(Panel to be drawn) 

III. Assistant Registrars/ 
Administrative Officers.' 
Assistant Controller of 
Examinations 

(Panel to be drawn) 

IV. Junior Programmer 
(Finance Wing) (1) 

Special/desirable qualifications (il any) 

a) Experience of participation in 
training programmes in 
Computer related disciplines, 
and 

b) knowledge of an assembly 
language 

8. ENGINEERING DEPARTMENT 

University Engineer (!) 

Number of posts is given, within 
parenthesis, against each post. 


SCALES OF pay: 

Professor/University Engineer: 

Rs 4500-150-5700-200-7300 

Reader/System Analyst-cum-Senior 
Programmer/Deputy Registrar/ 
Placement Adviser 
Rs 3700-125-4950-150-5700 

LeclurerrJunior Piogrammer/ 
Assistant Registrar /Administrative 
Officer/Assistant Controller of 
Examinations 

Rs 2200-75-2800^100-4000 

Research Associate" 

Rs 2200-100-2700 
Rs 2700-100-3200 
Rs 3200-100-3700 
Rs 3700-125-4325 

(‘Depending upon the recommendaiions 
of the Selection Committee; 

All above posts, other than those of 
the Research Associate, carry DA, 
CCA, HRA etc as are admissible 
under the rules in force in the 
University from time to time 

The details regarding prescribed 
qualifications and application 
forms, for various posts, can be 
had from Establishment Section>IV 
(Room No. 205), New 
Administrative Block, University of 
Delhi, Delhi-110 007, during 
working hours, either personally or 
by sending a self-addressed and 
postage stamped (worth Rs 8./-) 
envelope (size 13cm x 28 cm) 

J.C. KOCHHAR 
REGISTRAR 
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E»cpt in Gu)ant and Kenk where the rates 
were a little over 5 per cent and 7 per cent 
respectively, all the States had recovery rates 
lower than 3 per cent In as many as five 
States, It was even less than I per cent In 
technical education too, the recovery rate 
was only 3 7 per cent on the average and S 
per cent in eight States including the 
economically more advanced States of 
Gujarat (3 per cent), Haryana (I 8 per cent) 
and Punjab (I per cent), the rates were lower 
than 5 per cent 

Apart from the stated equity considcra 
tion highlighted above, the low recovery lates 
in social services also have an untorlunaic 
dynamic implication It has been noted else 
where that the expenditure on social services 
has been growing faster than both general 
and economic services If the recovery rates 
continue to remain at such low levels, it 
follows that both inier-regional and inter 
personal inequiiv in the alkvcaiion of sub 
sidies will increase over time Betta targeting 
of subsidies in social services, perhaps 
through differential pi icing should theie 
fore, constitute an important item on the 
agenda on fiscal icform 

(c) Suhstd^ in Uonomu Senues I lie 
quantum of subsidies in cvononiic sen ices 
amounted to Ks n,giX''iniic, forming about 
4S jKi cent or the total bill in the 14 niaioi 
States taken logrthci I he largest i omponem 
of this amounting to Rs 4 465 croie was ab 
sorbed in irrigation and anoth**! Ks 4,010 
crore was in agi ical'uic and allied as tivities 
Other imiKii'ant sectors uivulsing significant 
subsidies iiii.lude irrigation, power and 
transpori uia coininunuatton sectors lhi« 
together accouiitnl tor alrr.osi R, 7 600 cron 
ol subsiditi 

I he Intel Stale vaiiition ol subsidies in 
econoniii i uic im 11 icj iii I ibic l( 
again poims towards a large concentraiioii 
of subsidies III the more developed Stales 
In Punjab, per capita subsidy or economic 
services amounted to Rs t26 which was moie 
than 3 3 times tlie amount m Bihai, the least 
developed State and about two times the 
average. In fiuiarat and Haryana, the sub 
sidies were highei than the average by 5’ jv 
cent and 6S per cent respectively On the 
other hand, as mentioned above, per capita 
subsidy in Bihar amounted to only Rs 98 
and in Uttai Pradesh and Madhya Pradesh 
at Rs 126 and IS6, n was lower than the 
average by 18 per cent and 4 pci cent 
respectively 

The intei-State distribution of subsidies 
m some important economic services also 
points towards the inequitable pattern 
observed above in irrigation, signiHrantly 
larger than the average pet capita subsidies 
accrued to the residents ol better off Slates 
like Gujarat, Haryana and Puqjab Howevci, 
higher levels of subsidy were also seen in 
some of the poorer Stales like Madhsa 
Pradesh, Orissa and Rajasthan At the same 
time, within the States there is no evidence 
to show that the benefits of irrigation siib 


rying consequence of improperly designed 
subsidy schemes is the possibility of over use 
of water resources and undesirable changes 
in the cropping pattern induced by subsidis 
ed irrigation Of course, this is nol to argue 
that subsidising irrigation per se is 
undesirable What is implied, however, is the 
need to ensure that the objectives of such 
subsidisation sfiould be clear and it should 
not result in unintended resource misalloca 
lion With regard to other subsidies in 
agriculture and allied activities, the shares 
ot agriculturally advanced States of Gujarat, 
Haryana, Maharashtra, Punjab and lamil 
Nadu were much higher than their popula 
lion shares In the power sec lot also a very 
high percentage of subsidies went to agricul 
tiirally advanced Stales like Haryana, Punjab 
and latnil Nadu largely on account ot the 
dbvsmally low tales of power tarifl levied on 
eiectncitv con<uincd for irngation purposes 

Irrigation and power, along with load 
iraiispurt, constitute three important econo 
mic services accounting for about 29 pei 
cent ot total State subsidies mainly because 
of low recovery rates In irrigation in all the 
States except Mahaiashtra (41 per cent) ihi 
recovciics wen less than a third of the cost 
and lower than 10 pei cent in Bihar, Keiala. 
Madhya PiaJc>.li and Orissa The average 
ici overs in the Stales taken together a* just 
dbiiiit 21 pti <.<iii in the jiower sector m all 
the Slate esc' pi Rainataka and Kerala the 
uiluruc ol siibMdic*s on account ol aKoverics 
w IS substantia! file all States average re 
loscv latc wd' about 28 pet cent Hosvevei 
in Bihdr (uiiirdt Rajasthan Tamil Nadu 
and I uai Piidesh there was siriualls no 
neoverv and in Punjab and Vkesi Bengal the 
H osfiv rale was as low as 6 pei cent In 
lad III Punjati per lapua subsidy in the 
flower ,cctor at Rs 123 was aboui 6 limes the 
avciage In tin 'lanspori sector the averagw 
rec ovei v rate w as only 13 pet c cm and in as 
many a 9 Mates including the more advanc 
ed States ol (.iiiiaiat and Kerala, recoserv 
tales were less than S per cent ol iht cost 

(d) Hudf‘etar\ Subudy to Pttblu Enier 
prises The r )w ol subsidies to public 'ec 
tor enterprise a' a wfiok base been analysed 
111 section 11 Wc now takt up the flow of 
subsidies to iliesc enterprises at the State 
IcicI 1 iblc 1 [iicsouis the subsidies given 
to dcpartmcn'al and non departmental 
entciprises a' well as to co-operatives in 14 
nujoi States In the aggregate, the leiial sub 
sidy niciuiiij lo public enterprises and co 
operatises am lunled to Rs S,866 crore, loi 
mint, 22 pet ecn' ol the total subsidy given 
ailhcSiati IcicI However, liu shaicshow 
ed wide sanation across States, ranging from 
7 4 pel eeni n Bilia' lo over 38 pci cent in 
Punjab 

In the aggregate, the largest share ol State 
s ibsidv, con .tiiutmt, almost 14 per cent, ac 
Cl ued to di'paitmcntal enterpiiscs, while the 
subsidy to non di partmental enterprises 
constituted about ’ percent Departmental 
enterprises claimed a larger share ol subside 
in all the States except Punjab and famil 


mental enterprises was larger This is main* 
ly due to the targe subsidies accruing to the 
elecincity boards in the States The share of 
cO'Operatives in total State subsidy averag¬ 
ed to about I per cent tn the Slates taken 
together and it was generally low in all the 
States 

in no State was the recovery rate high 
enough to meet the entire cost of providini 
the services, in the case of either departmen¬ 
tal or non-departmental enterprises or co¬ 
operatives The average recovery rales in 
departmental enterprises (46 jyer cent) wai 
higher than in non-departmental enterprises 
(32 per cent) and co-operatives (29 per cent). 
This pattern however was not uniform acrosi 
the States In fact, the recovery rates showed 
very wide inter State variations w'lth respect 
to departmental and non-departmenud 
enterprises as well as co operatives in the 
case of departmental enterprises, the rate 
varied from 19 per cent tn Punjab to about 
92 per cent in Bihar Similarly, the vanation 
in non-departmental emerpnses ranged from 
less than 3 per cent in Rajasthan, Tkroil 
Nadu and West Bengal to more than 90 pet 
cent in Andhra Pradesh and Karnataka 

(e) Subsidy to the Rural Sector As ex¬ 
plained in section II, we have constructed 
three diflerent estimates of the stiaie of sub¬ 
sidy accruing lo the rural sector a 'cording 
to thiee alternative derimtions Tne estimates 
die piesemed in fable 12 In iht aggregate, 
the subsidy accruing to the rural sector 
amounted to Rs 15,713 crore ac'ordmg to 
the narrowest definition and Rs 16,363 crore 
according to the broadest definition This 
formed about 60 to 62 percent of the total 
bill of subsidies m the States Substantial 
inter State differences were also seen in sub¬ 
sidies per rural [lerson ranging Irom about 
Rs 213 in Uttar Pradesh in ail alternatives 

10 ovei Rs S25 or Rs 533 in Haryana, depen¬ 
ding upon which delimtioR was considered 

i he point to note, however, is that even 

11 we take the broadest definition, the share 
ol subsidies accruing to rural areas was 
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tkm in evtry State cigcqit Haryana where the 
two shares are more or less equivalent. In 
the aggregate, whereas the share of rural 
population was over 76 per cent, the share 
of subsidies accruing to the rural sector was 
just about 62 per cent. The maximum dif¬ 
ference was in Punjab where the subsidy 
•thare was lower than the population share 
by osier 23 percentage points. Very large dif¬ 
ference in the shares was seen also in Orissa, 
Tunil Nadu, Kerala, Uttar Pradesh, Maha¬ 
rashtra and West Bengal. It may be noted 
that these only indicate a broad pattern of 
subsidies accruing to the rural sector. In 
order to arrive at firm conclusions, however, 
a detailed analysis of the incidence of sub¬ 
sidy would have to be undertaken, which is 
no| attempted in this study. 

IV 

Concluding Remarks 

In this paper an attempt has been made 
to estimate the total volume and composi¬ 
tion of government subsidies in India in the 
year 1987-88, after costing government ser¬ 
vices on a user charge basis. The exercise 
shows that the actual volume of subsidies 
was huge, amounting to Rs 42,324 crore or 
almost IS per cent of the GDP. 

Pure transfer payments are transparent 
and their beneficiaries are explicitly targeted. 
Unfortunately, such direct transfer payments 
are still relatively small in India. By com¬ 
parison the total volume of subsidies in 
1987-88 was more than ten times as large and 
it turns out that the bulk of this subsidy was 
not visible. The explicit subsidy, as revealed 
in budgets for 1987-88, amounted to only 
Rt 3,982 crore Even by the broader Nation^ 
Accounts definition, the volume of visible 
subsidy worked out to only Rs 11,793 crore 
or about 28 per cent of the actual volume 
of subsidies. 

There can, of course, be differences in 
judgment about whether or not a part of this 
includes expenditure on pure public services, 
on what should be the correct interest rate 
or the appropriate depreciation rale and so 
forth. But none of this can detract from the 
essential fact that a substantial proportion 
of the GDP is being distributed in the form 
of subsidies through the budget, much of it 
invisible, and that it is not ai all clear that 
these subsidies are flowing to intended 
beneficiaries. 

We have attempted to make this pheno¬ 
menon transparent by quantifying the flow 
of these subsidies, even if only as a first ap¬ 
proximation. The resulting estimates show 
not only that the total volume of subsidies 
is very large but also that it is inequitably 
distributed. This is the picture which comes 
through if we look either at the distribution 
of social services between .socially disadvan¬ 
taged groups and others or the inter-regional 
allocation of subsidies per capita between 
high and low income States or the inter¬ 
sectoral allocation of subsidies between the 
rural sector, where per capita incomes are 
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all these cases the disadvantaged seem to be 
getting less than their proportionate share 
of subsidies. 

Admittedly, this in itself cannot be taken 
as conclusive evidence that the overall fiscal 
system is regressive. For that the incidence 
of taxation and expenditure and the other 
indirect effects of fiscal policy must also be 
taken into account. But clearly, where sub¬ 
sidies are concerned, it is necessary to reform 
them in a more egalitarian direction. Our 
estimates show that with greater transparen¬ 
cy and better targeting it should be possible 
to significantly increase the flow of services 
as well as subsidies to disadvantaged groups 
without any increase, perhaps even with a 
reduction, in the total bill ol subsidies. 
This can be done provided the leakage to 
unintended beneficiaries is plugged. This 
particular implication is of immediate 
relevance in the context of the fiscal im¬ 
balance and negotiations with the Interna¬ 
tional Monetary Fund which arc likely to 
lead to a major fiscal squeeze from the next 
financial year. Careful advance planning is 
necessary if we are to protect those who are 
already vulnerable from bearing ihe further 
costs of adju-stmeni. 

Wr must also reconsider in this conicxt the 
issue of budgetary support lo public enici- 
prises. Our estimates show that over .35 per 
cent of government subsidies have been 
flowing to these enterprises. Given exter¬ 
nalities and missing markets, there is no 
question that public enterprises must play 
a major role in any programme of industria¬ 
lisation. However it is worth asking whethei, 
even after 40 years of protected domination 
of the commanding heights of the economy, 
these enterprises should .still remain de|>cn- 
dent on budgetary support. Even if they are 
not immediately able to pay back to govern¬ 
ment an adequate return on its itivestmcms, 
surely they should at least pay their own way, 
especially when the opportunity cost ol 
budgetary support to thc.se enterprises may 
have to be measured in terms ol forgone 
wages for unemployed agricultural laboiireis 
in government employment programmes 


Notes 

[The paper has been prepared at ihc instance 
of the Planning Commission. Research 
Assistance from V Geeiha, S Oopalakrishnan, 
T $ Rangamannar, G P Sahni and Dipchand 
Many, who undertook all the compuiaiional 
work, is gratefully acknowledged Wc have also 
benerned from discussions with Amaresh 
Bagchi. Raja Chelliah, Arindam Das-Gupia, 
Biswanath Goldar. Mihir Kakshit. lima Roy 
Choudhury, V B Tblasidhar, A Vaidyanathan 
and other participants of Ihe Woikshop on 
Subsidies held at the NIPFP on November 10. 
1990. However, the usual disclaimers apply 
too Thanks are also due lo R Periannan and 
R S Tyagi for excellent secretarial assistance | 

I We Ignore for the momem, ihc issue of dif¬ 
ference between actual cost and ctficiency 
cost of publicly provided goods or services 


Public Expeaditunf, Review-Ecommks 
and Staiisikx Vol 3^ 1934, and ‘Dugram- 
matic Exposition of a Theory of Public Ex¬ 
penditure, Review of Economics and 
Statislics. Vol 37, 1953. 

3 See R A Musgrave, ‘On Merit Goods', 
Public Finance in a Democraik Society, 
Wheatshcaf Books, 1986, Vol I, Chapter 3. 

4 See R A Musgrave and A Peacock (ed). 
Classics in the Theory of Public Finance, 
London, Macmillan, 1938; R A Musgrave, 
Samuelson on Public Goods in E C Brown 
and R Salow (ed), Paul Samuelson and 
Modern Economic Theory, McGrow Hill, 
New York, 1983 and K Arrow, Social Choice 
and Individual Utlues, Wiley and Co,'New 
York, 1951. 

5 A rough estimate of the average life of dif¬ 
ferent types of fixed a.sset$ attempted by the 
CSC .shows that these range from as little as 
10 to 30 years in the case of machinery and 
iransport equipmeni to 80 or 100 years in the 
case of construction such as buildings, dams 
and other construction works. See Estimates 
of Capital Stock of Indian Economy, Cen¬ 
tral Statistical Organisation, Ministry of 
Planning, Government of India, New Delhi, 
1988. Checks indicated that the subsidy 
estimates are not very sensitive to the assum¬ 
ed tile of capital assets. 

b Sec Sudipto, Mundle ‘The Human Element 
in India's Economic Development’ Paper 
presented ai the North South Round Tkbte 
ai Istanbul, September, 1985 and reprinted 
in K Haq and U Kirdar (ed). Human 
development The Neglected Dimension, 
Islamabad, 198b. On the limits of lax policy 
as a tcdi.slributive instrument in developing 
countries. See Richard Goode, Government 
Finance in Developing Countries, Brock ings 
Institution, 1984 

7 See Sudipto Mundle ‘I’attern of Public Ex- 
pendiiure in India A Financial Perspective 
of the Developineniai Slate’ Paper presented 
ai a conference on ‘The State and Interna- 
iional 1 inkages'. The Hague, October, 1988. 

8 During the Seventh Plan, for example, the 
Stales’ actual plan expenditure (Rs 74,519 
crore) was lowei ihan the planned outlay by 
ahoui 8 per cent. This shortlall was largely 
due to below target budgetary contributions. 
It may also be noted that during the eighties 
ihe severe resource constraini has caused a 
substantial deceleration in the growth of 
capital expenditures at Ihc Slate level. On this 
see, Rao, M G, and Tlilasidhar, V B, Public 
Expenditure in India-—Emerging Thends, 
NIPFP (Mimeo), 1991. 

9 In some federations, ’average’ level is taken 
as the ’standard’ level. For the shortcomings 
in the design of general purpose transfers in 
India, see, Rao, M G and Aggarwal, V, ‘Cen¬ 
tral Transfers to Offset Fiscal Disadvantages 
of States. Measurement of Cost Disabilities 
and Expenditures Needs’, Indian Economic 
Review (forthcoming). 

10 This excludes a small element (about Rs 100 
crore) ot subsidy on account of adult educa- 
tioti which really qualifies as primary since 
this Item largely consists of a basic literacy 
programme for illiterate adults. 

11 This IS partly due to the higher recovery 
from the activity of selling text books at 
secondary education level m some States. 
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Probing the Jharkhand Question 

Arunahha Ghosh 

A close study of the nature and growth of the Jharkhand movement brings to light four basic issues which 
have been instrumental in mobilising the otherwise peace-loving tribal people of the region to raise their voice 
of protest against subordination and injustice—land and forest alienation, immigration, cultural identity and 
underdevelopment. 


JHARKHAND, the land of forest!.', variously 
called as 'Nagadesh' and 'Dasharanya' iii 
different periods of history and olten 
described as the ‘Ruhr of India’, has time 
and again, given rise to vaiious social and 
political groups, championing the cause of 
the local people against the exploitation by 
the outsiders. During the last decade or so, 
such protests have assumed a much more 
organised form and consequently, have 
gained in poliiical significance, demanding 
more attention from researchers. 

1 

Brief History 

Perhaps the earliest settleis in this central 
tribal belt were the ‘Asurs’, whose occupa¬ 
tion was iron smelting and the ‘Saraks’ or 
Jain Shravakas.' They were followed by the 
Mundas with their language family the 
Kharias, the Hos and the Santhals around 
500 BC. The Nagbanstiis (Nag community) 
arrived during the first century AD while the 
Dravida-speaking Oraon' came even later 

Socio-economic exploitation ol these 
'original inhabiianis', in the form of land 
alienation and indebtedness, started along 
with steady flow ol immigranis during the 
reign ol the louilh Nagbanshi King Praiap 
Rai in the fourth century AD.* During the 
Muslim potiod brave, chivalrous and 
scholarly people as well as priests were 
invited fiom distant places to serve the 
region in their vaiious capacities Refugees 
and military invaders also came and sctilcd 
down in the region from time to time I'hcse 
'diku' (outsider) immigrants not only in¬ 
filtrated tribal lerrilory but also into their 
life and culture The influx of immigrants 
which continued nil the Mughal era, upset¬ 
ting the demogiaphic pattern of the region, 
however, did not result in any major protesi 
from the aborigines at that tune. 

Around the sixth century AD the Mundas 
and Oraons jointly selected a ‘manki’ 
(leader) who was not the sovereign ol the 
land but had to play a prominent role dur¬ 
ing wars.' A descendant of this ‘manki’ was 
later made a ttibutary of the Mughals and 
by I58S the Chotanagpur Raj was virtually 
annexed by the Mughals. Another ‘manki’ 
Durjansal was imprisoned by the Mughals 
' for his failure to pay tributes in time and on 
his return from the Gwalior jail in I68U he 
surrounded himself with Hindu courtiers 
and mercenaries whom he made ‘jagirdars’ 
of Munda and Oraon villages with the right 
to collect and enjoy taxes from those 
villages.'* The immigrant ‘jagirdars’ and 
‘thikadars* in course of time, introduced 
land rent in the Chotanagpur region and 
gradually ousted many of the original in¬ 
habitants of the land for their inability to 


pay rent or reluctance to render ‘begar’ or 
forced labour lo the new masters. Thus, the 
transfer of ancestral tribal lands to outsiders 
began as early as the 17th century reducing 
the tribal peasants to mere culiivtors of land, 
paying rent to the non-tribal ‘diku’ land¬ 
lords, who 111 turn paid a share to the 
Maharaja of Chotanagpur, who then paid 
a share to the Mughal emperor. 

By the middle ol the 18th century, the 
communitarian ‘adivasi’ society began to 
lose Its own distinctive qualities under the 
iiilluencc of a larger Hindu society. Its 
disintegration was expedited by the introduc¬ 
tion of social division of labour in the form 
ol the caste system.' Pressure of tmmigrant 
Rajputs, Brahmans and other high caste 
Hindus and the exploitation by these newly 
emerging mahajans, thikadars and zamin- 
dars, completely shattered the ‘adivasi’ 
economy 

In PTI, Jhaikhand came under the 
juiisdiction of the Past India Company. The 
company initially subordinated the Mahara¬ 
ja ol Chotanagpur almost in the same way 
as did the .Mughals. But as they were actually 
interested in revenues from the land, they in¬ 
troduced a permanent legal and admini¬ 
strative structure to ensure regular and 
smooth collection of revenue. British ad¬ 
ministrators gradually introduced money 
economy, individual ownership of land and 
a police system to control tribal uprisings. 
I he traditional right of tribals over land and 
foiests as well as the age-old panchayat 
systems thus slowly gave way to the forces 
of modernisation 

The Permanent Settlement Act of Ixird 
Cornwallis m 179.7 legalised the individual 
propiietorship in land and led to further 
alienation of tribal lands. Besides, in¬ 
discriminate destruction of forests and 
unplanned mmtng in the region pauperised 
the inbals 1 he ‘adivasi’ population, thus 
divested of all possible means ol production, 
were gradually transformed into a va.st army 
of ‘coolie’ labour 

Almost all the rajas’ of the Jharkhand 
region accepted British supremacy and 
started paying rents to the crown by the end 
of the 18th century. Thus the whole admini- 
stiaiive machinery of the .former ‘raja’ 
became a useful instrument in the hands of 
the alien rulers to exploit the indigenous 
people. By the beginning of the 19th century, 
Chotanagpur came under a four-tier system 
of administration.*’ The East India Com¬ 
pany was at the top of the ladder, followed 
by the maharaja of Chotanagpur, then a 
number of local ‘rajas’, mostly of non-tribal 
origin and finally the ‘thikadars’, appointed 
by he ‘rajas’, to collect rent directly from 
the peasants 


II 

Tribal Protest (luring I9th 
Ontury 

Periodic tribal uprisings against ihe ‘diku’ 
exploiters marked the history of the region 
throughout the 19ih century. Christoph Von 
Furer-Haimcndorf, an anthropologist 
specialising on Indian tribes, observed that 
"anyone with first-hand experience of con¬ 
ditions in areas where aboriginals arc sub¬ 
ject to exploitation by more advanced 
populations must be surprised not by the oc¬ 
currence of uprisings, but rather by the 
infrequency of violent action on the part of 
aboriginals deprived of the ancestral lands 
and the freedom they enjoyed before their 
contact with populations superior in 
economic and political powerf’* 

In 1798-99, the Bhuinij of Manbhum and 
all other tribal communities, including the 
Kurmis of .lharkhand, joined hands ,o fight 
against the oppression and exploitation let 
loose by the ‘diku’ migrants and the British. 
The effort to drive away their common 
enemies from their homeland sometimes 
took violent forms of looting and arson, 
particularly in the Bankura and Midnapur 
regions. The British described this expres¬ 
sion of tribal consciousness as anti-social 
and anti-.warus quo and to discredit this 
uprising gave it a derogatory name, ‘Chuar’ 
rebellion." 

The famous ‘Kol Vlgulan’ (rebellion) took 
placx; during I83I-.12 It was led by Snighray 
and Binrav Manki, against the ‘diku 
thikadais’ The British administration, under 
the East India Company, defended the rent 
collecting ‘thikadars’, under attack, even 
with the help of troops under the company. 
The Mundas, Hos, Bhunyas and Oraons of 
the Chotanagpur region, joined hands to 
fight against the double oppression of the 
‘diku’British alliance. The armed rebellion 
was against the oppressive system per¬ 
petuated by the non-tribal ‘aamindars’. 
traders, contractors, police and moneylenders. 
Though It was primarily against the land 
alienation, bonded labour and loss of 
honour of the tribals, it was also a protest 
against the ideological and cultural domina¬ 
tion ovci them 

The ‘Santhal Hul’ (rebellion) led by Sido 
and Kanhu m 1855, was a violent expression 
of the simmering discontent and tension 
among the Santhals against the exploitation 
by the non-tribal ‘mahajans', ‘zamindars’ 
and British merchants. The Santhals claim¬ 
ed the right to the lands which they used to 
cultivate In many areas people were organis¬ 
ed on the pattern of private armies, equip¬ 
ped with bows, arrows and battle axes. 
Several cases of arson, looting and even 
killing of ‘mahajans’ were reported. Govern¬ 
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rebellion the local administration proved 
to be inadequate for the purpose 
MsPheison opines that apart from the op 
pression of the ‘mahajans’ and landlords, a 
deeper sense of freedom—“Santhal yearning 
for independence, a dream of the ancient 
days when they had no overlords, peihaps 
a memorv of prehistoric tunes when thes 
were themselves masteis of the (>anectic 
Salley and had not yet been driven back b> 
the Aryan invaders’- was msiriimcntal in 
giving rise to the uprising I he movement, 
though It had an appaunt ethnic bias was 
not confined to the Santhals alone 1 hough 
the Santhals ptosidcd the leadciship, even 
the indigenous artisan < astes I ike the Kumars 
(potters), the lelis (oilmen) the Kamais 
(blaiksmilhs) the (lowalas (milkmen) 
as well as tfir Momins (Mohammedan 
weavers), all of whom had developed close 
relationship with the Santhals through the 
ages, wcic inlinialels eonneeied with the 
movement against (he nianns ol out 
sideis " llius. It had developed almost a 
class charaeiei in its orgaiusatioii and oh 
jcciivcs rising above naiiow ethnie 
sentimenis 

The cx|>crienet of the ‘Sanihal Unl made 
(heSanthtls realise that sueh viedeni upris 
mgs alone weie [icrhaps not enough to im 
prove the ‘11 aonoinie statu^ and to end 
exploitation hv the ‘dikiis’ 1he re'suli was 
a Hmduised seieial refeirm movcmtni called 
the ‘Khcrwai’ moveincni which began to 
spread among the Santhals duiinp the early 
seventies 1 he vrm ‘kherwar’ repicsented 
the memory of their golden past when the 
SanthaK ficc from outside mterlerenec, were 
their own masters and were knevwn as 
‘Khcrwais’ This movcnii m was more sckio 
religious than political in nature and adopted 
many Hindu symbols to mobilise the masses 
Thus, while the 'Sanihal Hiil' diovc the 
Santhals away fiom the Hindus thiough its 
contra accultuiatisc tendencies, the kherwai 
movement, on the otliei hand, encouraged 
greater acculturation ’’ That however, 
could not oveicome the psychological bar 
ner between these two communities 1he 
Santhals retained their ambivalent attitude 
towards the ‘dikus’ as before, admiring then 
mtelligenee but hating then superiority eom 
plex as well as their csploitaiive tendencies 
Another anti diku agitation took shape 
during 187S qs," known as the ‘Sardar 
larai’ (leadcis' wai) to establish the right 
of tnbal peasants uvei land by diiving awav 
alien landlords Both the Mundas and 
Oiaons joined the nu'vcmcnt imtially, but 
Uier m the mid tighlics the Oraons broke 
away ‘Saidars wtii the leaders ot ditlereni 
tribal communities at ihe IcKal and regional 
levels Ihey led the tiibals to light loi then 
land and toresi lights, their social and 
cultural identity and religious pinny It was 
a movement against the ‘dikiis ihe Rnlisli 
as well as (he ( hnsiiaii inisMonanes 
At Nava Katantiuh (he Mundas and 
Oraons lalliid around lohn the Baptist in 
I88t, 10 wipe out eorruplioii and all sorts 
ol esploiiaiion relating to tribal lands \ 
'eorpoiaie self consciousness was gradually 
develoised duiinp ihe eouist ot the move 
ment Thus a group ol iribal leaders sar 


organised manner Not only did they take 
up arms but also took recourse to law to pro 
tect their rights and privileges 

The Birsd Munda uprising of 18V' 1900, 
was primarily directed against the British 
and the non tribal landowners It aimed at 
establishing a 'Rirsaitc Raj’, with Birsa as its 
'new king’, after driving away ail the 
foreigners, not only the British but even the 
Hindus and Muslims, Irom the region The 
question of alienation of land was ihc main 
driving loae ol the uprising Birsa fought 
on ceoiionuc, social, political and religions 
fronts Land, foiest, peevpie and relig'on wca 
the kev issues in this uprising Leonomic 
ixpkniation in the form of land and forest 
alienation, social exploitation m ihe loim ol 
loitiiie ot tribal women and ichgious 
isplottalion through the nmveiMon ol 
tribals to ( hitstiaintv weic countered His 
strategics wcic primarily non eoopeiaiioi 
but he was not against direct contioniation 
il needed I he British tried to iiud> the 
uprising at gun poini because ol ii polen 
iial threat to their doinmatioii 

Birsa was a leformia and a rcviv.ih I too 
He became a critic ol iraditioiial iiibal 
customs, rihgiaushehclsand piacliccs He 
thus called upon ihe Mundas to tight 
againsi supeistiiion, give up animal saeiitice, 
stop taking mioxicaii s to weai Ihc sacred 
thread and leiain tribal liadiiions of woi 
shipping in the ‘sarna’ or sacred giovc (noi 
in the temples) ol the village '' (iradualls 
Birsa gained the stature c/t ‘Birsa Bhagwaii 
in the eves of the long exploited Mundas 
Wiih his death ihr movement dissipated but 
Birsa himsell became a Mlk luio The 
agiarian levevh spearheaded by him was sue 
cesstui in the icnse that Ihe British 
hencctorth, tiled to prevent oi at least to 
minimise (he loss ol inbal land to the non 
tribal ’dikus’ 

Ihe Tana Bhagat’ movc'mciir wasevrganis 
ed under the Icadciship ol laira (Sraon 
around Ihe yeai |V|4, with a promise id 
millennial era of Oraori rule, lici tioni 
loteign settlers on then land " It was an 
ethnic, revivalist mosement among the 
Oidons, which called lor ‘puntv ot lih The 
Icadeis launched a no rent agitation agama 
the ‘dikii’ landowners Ihe basic art'cmc nl 
ol the movement w is ihai l.ind was >lie gill 
ot god and no one had thv iigh' lo imei fere 
with the tribals light to land l.ilia Bhagat s 
tolloweis came in euntaet witli Mahatma 
Ciandhi and loined the non eoopeiatioii 
movemrni against the Britidi latia also 
denounced the traditional Oraon leligious 
praeiites and asked his lollt'wers lo practise 
■purily ot behaviour llu rntivemcni was, 
however less pcivasive and Ic violeni m 
eompaiison with oihc’polite d igitations 
ot the mid and laic mne 'eenili eennirv 

HI 

hveiiution eif ,|liaikhaiid IMetvenient 

All these movements up to the 20th 
eenturs basicllv eeitiied aiound the issue of 
exploitation and deprivation of the in 
digenous peo|>lL by the migiants and Ihe tul 
mg elite The oveiall jiattern of these ’mes 
sianie movements’' began to change under 


roughly around the beginning of thu cen¬ 
tury The death of Bii:$a Munda in 1900, 
marked the end of ‘traditional religious type' 
of leadership and was replaced by a ‘ra¬ 
tionalistic type’ of leadership, whereby the 
new leaders started relying mostly on educa¬ 
tion and experience gamed through contacts 
with modern civilisation 

At the tur > ■ f the present c'entury. quite 
a numbei of institutions, led by Christian 
missionaries and students emerged to in¬ 
troduce soual teforms and develop the tnbal 
life in general Sueh movements wen: design 
ed to cheek the dunking habit among the 
ti ibals and to rescue them Irom the clutches 
ot moneylenders by forming cei-operalivc 
soeieiies One such society, the ‘Roman 
( aihnlie C o operative Society’, was formed 
III 19Ur< and played a significani role in 
raising the standard ol tubal life m the 
legion 

1 here were also societies for the promo 
turn ol education among the tnbals which 
piovided the nucleus for the latter peililical 
movements One >uch society vi/, the ‘C hiis 
tian Association’ was lormed bv the 
luthcran gtaduates in 1898 and was renamed 
the ‘C hnstian ( eillege Union’m 1918 alter 
(ho C diholies loined ii 

Ihe lust students organisation m the 
I ountry ‘Bihari Students’ <. onferenee’, com 
(losed of students belonging to various 
lubes, was established by Raiendra Piasad 
.11 Patna and a '( hnstian Students (. on 
icienee was convened at Havai'bagh in the 
year 1910 " Ihc ( hnstian adivasi’ student, 
were initially guided bs some phiianiliropn 
ideas, but soon they bteamt eoneerned 
about the soeio teuiioniie uphtl ot the 
iribals Ihe Inst organisVion lor the said 
purpose. 111 ih toirn ot a meivement, was 
oiganisexl hs the I ulheran ( hristians and 
I Rattholrnew, a student ot Si Cryluinba’s 
C allege, Ha/anbagh organtstd the C hris 
tian siudeniv tei lorm a soi leiv called 
( hoianagpur Unnaii Samaj in tvh ' It 
was priinanly a wellare organisation, aimed 
ai the dc'velopmcnt of the ( hotanagpiii area 
by improving the social eeonnmic and 
political eonelitions ol the (iihals Though 
not a political oigamsalton, the samaj held 
legulat meclings panehavats, ete It opened 
Its gate to non ( hnstian ‘adivasis’ as well 
and woiked toi inlri tnbal unity by bring 
mg into Its feild a targe numbei of educated 
vouih Hnwcvci, it was basicailv an urban, 
elitist oigantsation with very little influence 
in the villages Ihc leadership wa> pros id 
cd bv the teachers and caiechists, who 
demanded einploymeni opportunities for Ihe 
eduiaied tnbals, sought to secuie resetva 
lions tor them in different seivices and 
legislative bivdies and planned to form a 
sub state of k hotanagpui loined cither to 
Bengal or Orissa but certainly detached Irom 
B’har ' 

I he Simon ( ommission airived m India 
111 19.« The iticmhers ol the Chotanagpui 
f Innati Samaj, led by Bishop Van HeKck and 
Joel I,akra, look the opportunity to place 
a memorandum belore the commission 
seeking special privileges for the inbals and 
utging the commission to consider the 
demand foi a separate administrative unit 
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in the C^otanigpur region." The efTort, 
however, did not meet with success. 

The desire to overcome the urban Chris¬ 
tian orientation of the movement was evi¬ 
dent in the formation of a ‘Kisan Sabha’ in 
1931, under the leadership of Thcble Oraon, 
a non-Christian, who along with Lorentius 
Burla, left the Unnati Samaj to organise the 
Sabha. The Kisan Sabha, however, did not 
attain any significant success, as its program¬ 
mes, suitable for Gangetic Bihar, was not 
that effective in Chotanagpur and Santhal 
Parganas regulated as they were by special 
tenancy acts.^’ 

In the government of India Act 1935, 
Chotanagpur was described as a ‘partially 
excluded area’ and was pul under the special 
responsibility ot the governoi under section 
92 of the act. The Chotanagpur Unnali 
Samaj opposed the piovision through a 
number of re.solutions and held quite a few 
meetings, without much success, as the 
government stood firm about the provision 
However, when elections were held in 
January 1937 in accordance with the provi¬ 
sions of the new act, all the candidates field¬ 
ed by the Unnati Samaj and the Kisan Sabha 
were defeated, as the ( ongress swept the 
polls. Only the ‘Chotanagpur Catholic 
Sabha', formed in 1936, under the leadership 
of Boniface lakra as the president and ignes 
Beck as the secretary, was able to win two 
scats in the region.-’’ 

{Electoral reverses ot the tribal candidates 
in the 1937 elections led to a change in the 
attitude of the tribal leaders and an attempt 
was made to bridge the gap between the 
Christian.s and non-Chrisiians among the 
tribes. The result was the lormation of 
‘Adivasi Mahasabha' in 1938, a monolithic 
organisation to which the Unnati Samaj and 
the Kisan Sabha were emerged. In spite of 
its name, Adivasi Mahasabha did allow the 
non adivasis of the region to participate in 
us activities, at least olficiallv The Bengalis 
who considered themselves unsafe in Bihai 
and the Muslim league, planning to build 
a corridor linking the cast and west wings 
of Pakistan, also provided moral and 
material support to the Mahasabha 

The Mahasabha. which worked for the 
creation of a separate state (not a ‘sub-slate’ 
as was planned by the Unnati Samaj). 
demanding complete separation fiom Btbat. 
was led by some highly educated profes¬ 
sional leaders. Prominent among the leaders 
was Jaipal Singh, an Oxford-returned Chris¬ 
tian tribal, who was not only highly 
educated but had successfully captained the 
Indian hockey team to victory in the 1928 
Olympics at Amsterdam Jaipal, with 
charismatic qualities, came to be known as 
‘niorang gomkey' (supreme leader) of the 
Jharkhandis. He presided ovei the second 
session of the Mahasabha in 1939 and gave 
a call for the creation of a separate province 
for the tribals. He also demanded an enquiry 
into the malpractices of the Congress 
ministry in Bihai.Latci, during the se¬ 
cond world war, when the Congress ministry 
in Bihar resigned on October 3i, 1939 . Jaipal 
Singh, a loyalist, .supported the Biitish 
government and its war efforts and helped 
them to recruit tribals for the British 
army.“ 


The Adivasi Mahasabha was not inhiatty 
a political party and more or less remained 
outside the mainstream of nationalist 
politics. It sought lepresentation in the Bihar 
Pradesh Congress Committee but did not get 
It.*’ Subsequently, it contested the 1946 
general elections on its own and was routed 
by the Congress at the polls. The defeat was 
largely because of the emergence of ‘Adim 
Jati Seva Mandal', a social reform organisa¬ 
tion, formed by Rajendra Prasad, to conduct 
welfare activities among the tribals and 
‘Sanalan Adivasi Mahasabha’, founded by 
Thcble Oraon, as a counterpoise to the 
Adivasi Mahasabha.** The link between the 
Muslim League and the Adivasi Mahasabha 
was also broken in 1947 and the riots in 
Calcutta and the partition of Bengal shook 
the Bengalis living in Bihar a great deal. As 
a result the controversies between Biharis 
and Bengalis lost its momentum, at least 
temporarily. 

Adim Jati Seva Mandal was a voluntary 
organisation financed by the government, 
with the objective of weakening the move¬ 
ment led by the Christian tribals for a 
separate Jharkhand state.*’ It provided free 
education and medical aid to the tribals to 
bring them out ol the missionary influence. 
Gradually, tlie Seva Mandal came to be iden¬ 
tified with the Hindus and a convert- non- 
convett division among the tribals follow¬ 
ed. aflecting the cause of the Jharkhand 
movement adversely.”’ 

PAtny-BA-stt) Movemfnt 

Justin Richard, a tribal leader, organised 
the United Jharkhand Parly late in 1948.” 
The parly wa.s open to both the tribals and 
non-tribals Jaipal Singh joined the new 
organisation after some initial hesitation. On 
March 5, 1949, at a conference of the Adivasi 
Mahasabha. held at Hindisala in Ranchi, 
‘Jharkhand Parly’ was formed, with Jaipal 
Singh as its president and Idsen Dcba as the 
secretary, winding up the Adivasi 
Mahasabha ’* Jaipal did not hesitate to 
arouse primordial loyalties of the tribals and 
used violent means to put an end to north 
Bihari dominance in the region. 

In the initial years, the Jharkhand Party 
showed four distinct trails; (a) urban orien¬ 
tation in thinking and activity, (b) Christian 
domination and close links with the chur¬ 
ches, (c) predominance of Mundas and 
Oraons—the two major tribes of Ranchi 
area, and (d) sectarian behaviour against 
non-iribal population in the name of tribal 
solidarity.” Howevei, ethnicity was 
gradually replaced by regionalism as the 
rallying point for the Jharkhand Party and 
the militant movement gave rise to an 
organised political parly. This was partly 
because of the recognition of the tribals’ 
need for special protection under the Con¬ 
stitution of fiec India and provisions 
inserted under the Fifth and Sixth Schedules 
for their emancipation. The Jharkhand 
leaders were probably also influenced by the 
stand taken by the ( ongress Party that 
language, not ethnicity, should determine the 
formation of a province. Many elements of 
the ( ongress StKiahst Party and quite a few 
membeis of the moneylcnding community, 


identified as Mikus', joined the Jharkhand 
Party during this period. The area of 
Jharkhand was enlarged to include lands 
inhabited by the Chotanagpur tribals but 
falling under \U>st Bengal, Orissa and 
Madhya Pradesh. Thus, a new phase of con¬ 
stitutional participation based on regional 
sentiments dawned. 

In the first general elections of 1952, the 
Jharkhand Party fought the elections with 
the call for an ‘Atag Pram’ (separate land) 
and became the largest opposition party in 
the Bihar legislative assembly, by winning 
all the 32 seats from south Bihar," The 
party won 33 assembly seats in all, out of 
a total of 325 seats and three Lok Sabha 
seats from Bihar alone. Jaipal Singh himself 
became an MP. This electoral victory gave 
new impetus to the movement in and out¬ 
side the assembly. 

The States Reorganisation Commission 
was formed in 1953, with Fazle All as its 
chairman. With the formation of the com¬ 
mission, the Jharkhand Party submitted a 
memorandum ‘On the Question of the For¬ 
mation of the State of Jharkhand within the 
Indian Union'. The memorandum, signed by 
34 members of the Bihar legislative 
assembly, was submitted on April 22, 1954. 
It demanded formation of the state of 
Jharkhand, comprising the districts of 
Chotanagpur, Santhal Parganas and parts 
of Gaya, Shahabad, Bhagalpur and 
Monghyr districts of Bihar, some ‘tchsils’ of, 
the Mirjapur district of UP, Surgujai district 
of Madhya Pradesh and districts ol Keon- 
jhar and Mayurbhanj in Onssa. The nropos- 
ed State, according to the memorandum, was 
to comprise of an area of 63,859 square 
miles with a population of 1,63,67,177, 
which was bigger than West Bengal in area 
and Orissa in population.*’ 

K M Panikkar and H N Kunzru, two 
members of the States Reorganisation Com¬ 
mission, visited Chotanagpur region from 
January 27 to February 10, 1955 and faced 
impressive demonstrations by the members 
of the Jharkhand Party. The commission, 
however, in its report did not agree with the 
idea of a separate Jharkhand state. Some of 
the members of the commission even sup¬ 
ported the claims of Orissa over Seraikeia 
and Kharsawan and almost 2,407 square 
miles of the proposed Jharkhand state was 
given to West Bengal. The main reason 
sighted by the commission for not granting 
a separate statehood to the Chotanagpur 
plateau was the lack of viability of the region 
as a linguistic unit." The tribals were 
shocked, but despite their disappointment, 
the Jharkhand I^rty continued to be the 
leading opposition party in the Bihar 
legislative assembly. In the general elections 
of 1957, Its strength, however, was marginal¬ 
ly reduced to 28 seats. 

Between 1955 and I%1, a number of anti¬ 
moneylender agrarian struggles, led by the 
Santhal activists of the Jharkhand I^rty, 
took place in Santhal Parganas. Prominent 
among the leaders was Satrughna Besra, an 
MLA from Jamatara. Interestingly, the 
Jharkhand movement among the Samhals, 
unlike that among the Mundas and Oraons, 
was always oriented towards the agrarian 
cause.” The centre of activity during these 
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itruggles was staffed from Rancbi to San- 
that Parganas, the home of the Santhals. 

However, in the >%2 general elections, the 
strength of the Jharkhad Party in Bihar 
legislative assembly was substantially reduc¬ 
ed to only 20. This was largely because of 
a Christian-non-Chrisiian schism among the 
tribals, weakening the party. The division 
was caased by the advantages enjoyed by the 
educated and missionary-backed Christians 
in getting jobs and other social benefits 
vis-a-vis the non-Christians. The 
developmental activities and industrialisa¬ 
tion under the first two five-year plans in the 
Chotanagpur region and the participation 
of the tribal people in those programmes, 
also removed them from the agitational 
path, at least temporarily. Besides, ex¬ 
periments in Madhya Pradesh and Orissa, 
where tribals were represented in the coun¬ 
cil of ministers of the Congress government, 
amply proved that sharing of power even 
with the Congress could protect tribal 
interests up to a certain level. In the mean¬ 
time, some new States had also come into 
being as a result of movements launched 
from within the Congress. Jharkhand 
leaders felt that they could perhaps serve the 
tribals’ interest better from within the ruling 
Congress Party. Jaipal Singh, facing severe 
criticism for his dictatorial attitude, also 
sought refuge under the Congress umbrella. 
Thus, the Jharkhand Party merged with ihe 
Congress in June 1963, surrendering the 
popular party symbol of ‘cock’ and its legal 
identity altogether. 

ERA OF Confusion 

The merger dealt a severe blow to the 
movement and ushered in an era of confu¬ 
sion in the politics of Chotanagpur region. 
Jaipal was. included in the Bihar cabinet led 
by Pandit Binodamanda Jha, who saw this 
as an opportunity to penetrate into the tribal 
belt, so for eluding the Congress influence 
However, in August 1963, Jha had to resign 
as chief minister, under the Kamraj Plan and 
his successor K B Sahay relieved Jaipal of 
his post of education minister and appointed 
S K Bage as a minister.^* Not only was 
Jaipal Singh dislodged from his ministership 
in the Bihar cabinet, but most of his 
followers, particularly the senior ones, 
turned against him. They declared the 
merger to be illegal and started reviving the 
old party. The party spirit though revived 
was fragmented and lapsed back to its ethnic 
character.” 

During the fourth general elections ot 
1967, an anti-Congress wave was evident in 
the Chotanagpur plateau. Tribal leaders in 
the Congress, with a Jharkhand back 
ground, fared badly. Jaipal Singh scraped 
through with a very narrow margin, while 
S K Bage, a minister in the Bihar cabinet, 
forfeited his deposit. Though the symbol of 
•cock’, allotted to the Jharkhand l4riy, was 
frozen, those opposed to Ihe merger fought 
as independents and succeeded in winning 
eleven seats in total. 

After this election, Bihar passed through 
a period of political instability and there 
were experiments in coalition governments 
from 1967 to 1972. Lack of any unified 


political group of the tribals further added 
to the confusion. A number of splinter 
groups like ‘Birsa Seva Dal’, ‘Veer Birsa Dal', 
‘Krantikari Mukti Morcha', ‘Chotanagpur 
Plateau Praja Parishad’, ‘Adivasi Chhatra 
Parishad', ‘Chotanagpur Front’ and others 
claiming to be the real Jharkhand Party ap¬ 
peared on the scene.'*® None of these 
groups, backed by Christian organisations 
overtly or covertly, could, however, further 
the cause of the .suffering tribals as they were 
infected by mutual bickerings. I'hus, un¬ 
precedented factionalism marked Ihe post- 
Jaipal period of the movement. 

By this lime, Kartick Oraon, a Hindu ver¬ 
sion ol Jaipal Singh, with Western educa¬ 
tion and experience, emerged as a reaction 
against the Christian domination of the 
tiibal scene. He was against the special 
privileges enjoyed by the Christian tribals 
under the Constitution of India, as the 
Christians were in a better position vis-a-vu 
the non-Chrisiians in educational and other 
fields. In November 1968, Oraon appealed 
to the A K Chanda Committee, visiting 
Ranchi, to divert the money spent on Chris¬ 
tian tribals to the welfare of the backward 
non-Christian tribals.'" Soon Kartick 
Oraon was rewarded with the vice-chairman- 
ship of the Chotanagpur and Sanihal 
Parganas Development Authority, located at 
Ranchi. He also won -parliamentary elections 
of l%7 and 1971. By this time, the Bihar 
Scheduled Areas Regulation Act of l%9 put 
restrictions on the alienation of tribal land 
to non-tribals and provided for their restora¬ 
tion. This was an important legislation in 
preventing further loss of tribal land to the 
outsiders and in restoring the confidence of 
the original inhabitants. 

On May 19, 1968, David Munzani organis¬ 
ed the ‘All India Jharkhand Party”*^ which 
was dominated by Christians and naturally 
could not resolve the Christian-noii- 
Christian rift Bagun Sumbrai was named 
president and N F. Horo, the general 
secretary of the party. The party was soon 
divided into Bagun faction and Horo fac¬ 
tion. In the mid-term poll of Bihar in 1969, 
the Horo faction of the All India Jharkhand 
Party secured ten seats in the as.sembly. But 
in the 1972 general elections for the Bihar 
State assembly, it managed only one seat as 
against four ot the Bagun faction. As a 
result of this dissension within the party, 
N E Horo left the organisation and formed 
a new party known as ‘Jharkhand Party’.** 
On March 12, 1973, Horo submitted a 
memorandum to the prime minister Indira 
Gandhi, demanding the creation of a 
separate state ol Jharkhand. This was ac¬ 
tually u modified version of the demand 
plaecd before the Stales Reorganisation 
Commission in 1954 by Jaipal Singh. 

In 1968, Justin Richard established yet 
another party in Santhal Parganas, namely, 
‘Hul Jharkhand’ named after the Hul 
(revolution) of 1855-56.** The party got 
seven scats in the mid-term poll of Bihar in 
1969. It sought to project a non-ethnic, non- 
parochial image by appointing non-Sanihal 
members in its executive committees, at the 
central level. Christian and non-Christian 
(including both Hindus and Muslims) San¬ 
thals as well as representatives from Ranchi 


and Sini^hum districts were taken in the 
committees. 

Another radical group, 'Birsa Seva Oal’ 
was quite active during l%7-69, especially 
in the urban areas of Ranchi and Jam.<ihed- 
pur. Named after the tribal hero Birsa 
Munda, the Dal was founded by Lalit Kuzur 
and had Moses Curia as its general .secretary. 
It embraced socialism as its basic economic 
goal, boycoticd the elections and thus, gave 
3 new direction to the movement.** The Dal 
organised violent attacks on non-tribai 
landlords and led mass demonstrations in 
the urban areas, clamouring for a tribal 
state Kuzur believed in ‘detribalisation’, 
doing away with their primitive way of living 
and prelerred to call the adivasis or tribals 
‘Choianagpuris’ as both the terms were con¬ 
sidered to be ‘hateliil’ words.** 

Almost during the same period a social 
reform organisation, namely ‘Sivaji Samaj’, 
appeared in 1969 under the initiative of Sibu 
Soren to fight Ihe evils of liquor, money- 
lending, etc.*’ He was soon joined by Binod 
Behan Mahato and A K Roy, who after 
being expelled from the Communist Party 
of India (Marxist), had formed the Marxist 
Co-ordination Committee. Sivaji Samaj 
soon took the shape of a movement and 
spreaded over a large area of ‘Jharkhand’, 
including pans ol Purulia district in West 
Bengal. The movement reached even remote 
villages, fought against the exploitation of 
'' idlords and started ‘Dhan Kato Aiidolan’ 
(lorcible harvesting).** ‘Gram Golas’ (col¬ 
lective grain storages) were establ’shcd to 
help the poor tribals at the time of crisis 
Such measures made the movement very 
popular among the tribals and mobilised a 
large section of the landless trihal.s around 
ihe Samaj. 

RAOICAI ISATION OF MOVFMFNI 

Sivap Samaj was gradually transformed 
into ‘Jhaikhand Mukti Morcha’. with Binod 
Behan Mahato as its president and Sibu 
Soren as its general secretary.*'' The Marxist 
Co-ordination Committee of A K goy also 
lent able support to the Morcha. Some of 
the Naxalite groups operating in the Dhan- 
bad area also provided moral support to the 
movement. Thus, radicalism found a new 
expression under the banner of Jharkhand 
Mukti Morcha and the movement got trans¬ 
formed significantly on many counts. 

The Morcha projected itself as a radical 
Marxi.st party, fighting against ‘internal col¬ 
onial exploitation’ of the Chotanagpur 
region Naturally, it not only demanded a 
separate state, but a state free from class 
exploitation. The leaders promised to make 
Jharkhand the first ‘Lalkhand’ (red stale) 
in India.** JMM decided to recover 
alienated lands from moneylenders and big 
peasants in North Chotanagpur, an area 
where Jharkhand Party was not very strong. 
More than hundred cases of ‘land riots’ and 
viol' nt clashes between the tribals and the 
‘mahajans’ were reported from the region. 
The agrarian radicalism of Ihe JMM was 
combined with its interest in cultural 
revivalism. The ancient practice of ‘tribal 
self-government' was partially revived. The 
‘bai.si’ (assembly) was reviv^ in Sanihal 
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flKlinii. wft&om p tawd K i pir <ia«rt fte«« fQ 
Miver tlmple iintioe to the local pwple 
Ihtditkmal collective fiirming on common 
lands was reintroduced in tome areas.’* 

The JMM also widened its base, at least 
in Dhanbad, by embracing the mining and 
industrial workers, most of whom came 
from the neighbouring Slates. Thus, an at¬ 
tempt was made to bring the workers and 
peasants closer on a common platform. 
Thus far the movement, before the advent 
of JMM, was basically an ‘Adivasi Move¬ 
ment’, with non-tribal population being 
lukewarm in their response to the cause of 
the movement. The Morcha, for the Hrst 
time, could project some non-tribal leaders 
like Binod Behari Mahato, A K Roy, 
K S Chatterji and others with considerable 
mass base and thus could shed its exclusively 
tribal character to some extent. 

The protagonists of the separate Jharkhand 
State kept a low profile during the JP move¬ 
ment in 1974. Though Jayaprakash Narayan 
himself was in favour of creating smaller 
Stales in India.'^ The general elections of 
1977, held after the Emergency, ushered in 
the Janata rule both at the Centre and the 
State of Bihar and saw a virtual rout of the 
regional forces in the Chotanagpur region. 
Only A K Roy of the Marxist Co-ordination 
Committee was returned from Dhanbad. 
What was worse, Bagun Sumbrui, of the All 
India Jharkhand Party, joined the Janata 
Party, leaving N E Horo alone to keep the 
Jharkhand flag flying.'* 

During the Janata rule in Bihar, in¬ 
terestingly, all the political parties, including 
the Congress, created their own Jharkhand 
cell to appeal to the pro-Jharkhand senti¬ 
ment of the tribals.’’ The otherwise dead 
political movement started gaming ground 
again since 1978. Sibu Soren, by this lime, 
emerged as a true mass leader in Dhanbad 
and Santhal Parganas. During 1978-80 he 
organised violent rallies and mass demon¬ 
strations against moneylenders, big land¬ 
holders and 'mafia* leaders. The ‘Jungle 
Bachao (save forest) Andolan’, centring 
around the forest areas of Singbhum, also 
gained ground during this time.” 

In January 1980, during the seventh 
general elections for the lx>k Sabha, Con¬ 
gress formed an alliance with Sibu Soren, 
the charismatic JMM leader, to gain ground 
in the tribal belt of Chotanagpur. The pat¬ 
tern was followed in the subsequent Stale 
assembly elections held in June, the same 
year. The return of the Congress'to power, 
both at the Centre as well as in the State of 
Bihar, signalled a virtual end to the militancy 
of Sibu Soren, who gradually distanced 
himself from Binod Behari Mahato and A 
K Roy. Meanwhile, Bagun Sumbrui, another 
important leader of the ‘Ho’ faction, with 
considerable influence in the Singbhum 
region, also joined the Congress Party. By 
this time the Chotanagpur and Santhal 
Pargana Development Authority was form¬ 
ed in 1981, under the initiative of Kartick 
Oraon.** Tlie authority, intended to rein¬ 
force the developmental process in the area, 
however, failed to implement its resolutions 
effectivdy. Kartick Oraon, like both Soren 
and Sumbrui. also thought of fighting for 
the tribols’ cause from within the system and 


preferred to join hands «^th the Coi^ien. 
Thus, the Jharkhand niovemem reverted 
back to its infancy, with the dream of a 
separate Jharkhand State ettjoying little prac¬ 
tical value. 

In May 1980, a department of tribal and 
regional languages was opened in the Ranchi 
University. B P Kesri, vice-president of the 
All India Jharkhand Party, Horo faction 
and a teacher of Hindi in the OLA College, 
Paltonganj, joined the department. In June 
1980, A K Dhan, a Western educated Chris¬ 
tian tribal, who was serving in the North- 
Eastern Hill University, Shillong (and wa.s 
offered the post of treasurer of the 
Jharkhand Co-ordination Committee, after 
it was formed in 1987) was appointed as vice- 
chancellor of the university. Soon the univer¬ 
sity, especially its tribal and regional 
languages department, became the nerve 
centre of tribal activities. Missionary agen¬ 
cies like Bishop Carey Institute, Bangalore 
and Dxfam, banned in West Bengal, pro¬ 
vided finances tor publications and other 
activities of the department Dhan 
himself patronised missionary institutions 
like St Augustine College, Manoharpur; 
Albert Ekka College, Chainpur; St Paul’s 
College, Ranchi and B Ed Colleges at Lohar- 
daga and Jamshedpur run by the Christians. 

in 1982, quite a number of educated 
iribals got appointments as lecturers and 
principals in different colleges of the region. 
Higher posts in the university administra¬ 
tion, like that of registrar and deputy 
registrar, director of physical education, etc, 
were also filled up by tribal candidates.-'" 
The student hostels of the university were 
virtually converted into adivasi hostels, pro¬ 
viding shelters to the tribal politicians and 
agitators. During a visit of Chandra Sekhar 
Singh, the then chief minister of Bihar, to 
Dumka in I98J, raids were conducted on 
adivasi hostels and as a result, a number of 
anns were recovered and large number of ac¬ 
tivists were arrested.’’' 

Thus, Ranchi University and its depart¬ 
ment of tribal and regional languages 
became a training centre for activists work¬ 
ing undei a number of ftoni organisations 
of the tribals like ‘Chotanagpur Santhal 
Parganas Sangharsh Vahini', ‘Chotaiiagp’iri 
Intellectual Forum’, ‘Chotanagpun feachers’ 
Association’, etc. A large number of cadres 
were also supplied to the All Jharkhand 
Students Union after its formation in June, 
1986. 

In the eighth Lok Sabha elections held in 

1984, Sibu Soren lost along with A K Roy 
and in the subsequent assembly elections of 

1985, JMM won 14 seats, thus becoming a 
major opposition party in the Bihar 
legislature. In 1985.52 members of the Bihar 
legislative assembly, representing the 
Chotanagpur region, under the leadership 
of Devendra Nath Champia, sent a joint 
memorandum to the prime minister deman 
ding Central administration in the 
Chotanagpur region. 

Meanwhile, the tribal students formed the 
All Jharkhand Students’ Union on June 22, 
19.86 taking a cue from their counterparts 
in Assam. Prabhakar Tirkey, a student of 
Biria Agriculture University, Ranchi, 
became the president and Suraj Singh Birsa, 


a Mudeat of the trilral and reglMkid 
languages department, Ranchi Univereityi 
became its secretary. Interestingly, Rant 
Da^l Munda was elevated to the post ol 
acting vice-chancellor of Ranchi University 
in June 1986. The formation of the AJSV 
ted to a rift between politicians and students, 
resulting in further fragmentation of the 
movement. 

During October 19 to 20, 1986, a con¬ 
ference of students and intellectuals was hek 
at Jamshedpur in which N E Horo and Ran 
Dayal Munda along with other prominent 
leaders took part. A demand was made ir 
the conference to grant an independent 
status to ATSU."' This was followed b) 
another conference at Hazaribagh betweer 
December 30 and 31, of the same year, when 
the old demand for a separate Jharkhanc 
state was revived and it was decided U 
launch a militant agitation to achieve tht 
goal."* 

The World Council of Indigenous Triba 
People founded in 1975 under the influenci 
of World Council of Churches, providec 
anothei platform for the Iribals in tht 
Chotanagpur region when an Indian Coun 
cil of Indigenous Tribal People appeared at 
a branch of the World Council. In the firs; 
week of Augu.st 1987, the council sent i 
delegation to Geneva to participate in thi 
deliberations of the United Nations Work 
ing Gioup on Indigenous Populations. Thi 
delegation included A K Kisku fiom Wesi 
Bengal representing the Santhal tribe 
Bishop Nirmal Minz from Choianagpui 
representing the Oraon tribe and Samai 
Brahmachoudhury MP, representing tht 
Bodo tribe ol Assam."’ The question ol 
survival of adivasis in the face of exploita¬ 
tions of various kinds and their demand foi 
the right of self-determination under i 
separate Jharkhand State, were raised in thi 
conference. The Indian Council of In¬ 
digenous Tribal People held a conference ai 
Ranchi from October 17 to 19, 1987, when 
'150 delegates from eight States took part 
it was decided in the conference to make i 
serious effort to bring all the tribal faction: 
in India under one umbrella."* 

lack of co-ordination among thediffereni 
factions of the tribal movement was a con 
Slant source of anxiety for the well-wisheri 
of the movement, ever since the eclipse o! 
laipat Singh. The idea of co-ordinating thi 
activities of different factions was mootec 
towards the end of 1986, but without mud 
success. Meanwhile, on August 8, 1987, thi 
president of the Jharkhand Mukti Morcha 
Nirmal Mahato, was killed, allegedly b] 
Congressmen at Jamshedpur. This led to t 
vigorous agitation and further underlinec 
the need for unity and co-ordination amonj 
different factions. 

I-RUM Eiiinic ro Regional Movemeni 

A conference to bring different Jharkhanc 
groups, irrespective of their nature and com 
position, on one platform was held ai 
Ramgarh from September 11 to 13,1987 anc 
was attended by 438 delegates representin] 
almost 50 political, cultural, students’ anc 
women’s organisations.” Prominent amonj 
the participatory groups were the Jharkhanc 
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TUij Ml iqr N K Hcrro, hm fluidd Betwri 
Mci^ group of the Jharkhand Mukti 
Mttcha, two factions of the Jharkhand 
Kranti Dal led by Santosh Rana and Satya- 
narayan Sinha, the Indian Peoples Front, 
All Jharkhand Students Union, Jharkhand 
Liberation Front, MKSS and others. Though 
the Jharkhand Mukti Morcha (Soren group) 
stayed away initially, later joined the 
•Iharkhand Coordination Committee. 
1^^ Kesri, head of the department of tribal 
and regional languages, Ranchi University, 
though himself a ‘sadan’, became the con¬ 
venor of JCC.“ A 23-point programme 
was adopted in the conference to achieve the 
goal of a separate Jharkhand State, compris¬ 
ing of 21 districts of Bihar, West Bengal, 
Orissa and Madhya Pradesh. A number of 
Jharkhand bandhs, 'rail roko' agitations and 
a Jharkhand March (in the third week of 
March 1988) were organised and a provi¬ 
sional government was formed.*'* 

The Soren faction of JMM demanded a 
reconstitution of the Jharkhand Co¬ 
ordination Committee, excluding non- 
politipal men like Kesri and others. In a 
meeting of the JCC convened by Kesri, to 
chalk out the future strategy for the move¬ 
ment, Sibu Soren stressed two points: first, 
since Jharkhand movement was a political 
one, JCC should be formed by political par¬ 
ties only.** Secondly, if JCC comprises 
both of political and non-political organisa¬ 
tions, half of its members should be taken 
from the JMM alone, by virtue of its 
stronghold in the area. Kesri, however, did 
not concede any of the demands and held 
. that all the JCC members were co-ordinators 
of the Jharkhand movement, with equal 
status. 

The most significant aspect of the move¬ 
ment under Kesri’s leadership has been its 
broadening of the base. The movement no 
longer represents tribal chauvinism and has 
gradually involved the 'sadan' population of 
the Chotanagpur hill areas as well. Besides, 

' a new wave of intellectual participation has 
given the movement some degree of maturity, 
h had lacked in its earlier phases. It has in 
Hs ranks today, a host of young academics, 
who not only have studied the socio¬ 
economic problems of the region in depth, 
but are well equipped to analyse the situa¬ 
tion scientirically and argue their ca.se quite 
logically. The movement thus, has come out 
of its emotional phase and today can boast 
pf a strong intellectual base of its own. 

Factionalism resurfaced during the third 
week of August, 1989, when the militant 
AJSU severed its link with the Co-ordination 
Committee, disagreeing on the question of 
participation in the Ninth Lok Sabha Elec¬ 
tions. However, a change in the leadership 
of the students' body, effected in its annual 
convention held at Ranchi, on January 7, 
1990, reversed its earlier stand and decided 
to take part in the ensuing Assembly Elec¬ 
tions in Bihar, on the JMM symbol. In 
Wiother significant development, the two 
factions of the Jharkhand Mukti Morcha, 
led by Sibu Soren and Binod Behari Mahato 
Kspectively, reunited after seven long years 
on January 7, 1990, at a joint convention 
> of both the factors held at Dumari, in 
I Ciridih district of Bihar.*" 
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Meanwhile, in tite 9th Lok Sabha El«i* 
tidns of NovemberT989 and the subsequent 
assembly elections of February 1990, JMM 
emerged as the strongest Jharkhand group 
in tribal Bihar. It captured three Lok Sabha 
seats and 19 assembly seats in Bihar. In¬ 
terestingly, Bharatiya Janata Party which 
won 39 as.sembly seats, got 21 of them from 
tribal Bihar alone. Thus, JMM was relegated 
to the third place in the tribal region after 
BJP and Congressd). 

Most significantly, in a major policy shift, 
the JMM accepted the proposal of BJP to 
confine the agitation for a separate 
Jharkhand state to the geographical boun¬ 
daries of the Chotanagpur and Sanihal 
Parganas of Bihar only. A 'Jharkhand 
Vanachai Action Committee' was formed at 
a meeting held at Patna on July 19, 1990, 
with Sibu Soren as the convenor of the steer¬ 
ing committee, having representation from 
even the Communist Parly of India, apart 
Irom the JMM and BJP.™ 

IV 

Isauctn of the Movement 
Iribal groups in India, like so many 
backward castes, were used to accepting their 
unequal economic positions without much 
hue and cry even a couple of decades ago. 
But today, the spread of education and rising 
consciousness have led these groups to 
challenge the fatalistic theory of deprivation, 
put forward by the privileged classes, to keep 
the deprived in subjugation for good. The 
result is an outgrowth of large scale discon¬ 
tent among different ethnic and regional 
groups within the country. A close perusal 
of the nature and growth ol the Jharkhand 
movement brings into light four basic issues, 
instrumental in mobilising the otherwise 
peace loving tribal people of the region, to 
raise their voice of protest again.st the subor¬ 
dination and injustice done to them by the 
migrants. 

Land and Forest Alienation 
One ot the great sufferings endured by the 
tribals in the region, for generations, has 
been the alienation of their ancestral land 
of which they were masters from times im¬ 
memorial. Land, to them, is a 'part of their 
socio-cultural heritage'. The emotional ties 
with the land resulted from the fact that it 
contained the burial ground of their 
ancestors with whom they would be united 
after their death and the sacrificial grave 
where they propitiated their spirits.^' 

Like land, forest is also intimately con¬ 
nected with tribal life "It is the ab^e of 
the spirits, the place of worship (‘sarna’) and 
the seat of life cycle ceremonies including 
burial (‘sadsandiri’)”’^ Forest provides the 
tribals with food, fuel, fertiliser, fodder, farm 
implements and material equipment for 
family use. Thus, the Birhors of Purulia in 
West Bengal and Cheros of PUlamau in 
Bihar sustain on hunting and gathering. 
Rope-making by the Birhors, bamboo 
basketry of the Mahaiis, Deswali Mtqhis’ 
rearing of cocoons, gathering of ‘lak’ by 
Munda, Santal, Kherwar and Chero tiib« 
of''‘both Bihar and West Bengal amply 
illustrate the importance of forests in tribal 


lifei Montowi; taemm rortegv^jHMitwipf 
after birth and death and mmy other 
religious rites and rituals starting from *sen> 
dra' or ‘desh sikar' to the erection of 'man; 
dap' or canopy for marriages, unmistakaUy 
point towards a symbiotic relationship bet¬ 
ween the forest and the tribal 
communities.'” 

In a memorandum submitted to the 
United Nations Working Group on In¬ 
digenous Populations in August, 1987, 
Jharkhand leaders observed that "the land 
rights and ownership introduced by the 
British colonial power and adopted and im¬ 
plemented by the national government after 
independence, the forest laws, making land 
and forests as commodities for sale and 
purchase under the money economy and 
marketing system have enabled outsidera, 
moneylenders and the government, to grab 
adivasi land by fair or foul means”. 

In fact, transference of tribal land in the 
hands of outsiders, especially moneylenders 
and absentee landlords, started much before 
the advent of the British into the region. 
Alienation of land began as early as the 
fourth century AD and continued even dur¬ 
ing the reign of the Mughal rulers. However, 
the introduction of Permanent Settlement 
in 1793, after the British annexation of the 
region and the subsequent Sale and Rent 
Law of I8S9, further encouraged transfer of 
land from the original inhabitants to the out¬ 
siders. The East India Company and the 
subsequent British government were main¬ 
ly interested in collecting revenues. They used 
to auction landed property of the tribal 
chiefs for failing to pay their dues in time. 
Thus, gradually, most of the fertile tribal 
lends were transfered to the 'diku' 
moneylenders and absentee landlords. The 
Chotanagpur Tenancy (Amendment) Act of 
1903 and the Santhal Parganas Settlement 
(Amendment) Regulation of 1908 could con¬ 
trol such illegal transfer of land, but only 
partially. 

With the opening up of the area to mining 
and industry, at the turn of the nineteenth 
century, tribals wete further displaced. Many 
of them became landless 'cootie' labourers. 
Some even were driven to begging. The 1hta 
Iron and Steel Company was set up at 
Jamshedpur and other industries like the 
Hindustan Copper Mines, the Indian 
Aluminium Company, the National Coal 
Development Corporation and others 
followed soon. Since independence; with the 
launching of the Five-Year Plans, both the 
Central and the State governments establish¬ 
ed heavy industries in and around Ranchi, 
Rourkela, Bokaro and Hatia. The need for 
power for these industrial centres resulted 
into construction of several irrigation and 
power projects across Koel-Kaio, Damodar, 
Subarnarekha, Tenughat, Kangsabati And 
Chandrapura. Construction of dams and 
hydroelectric power projects engulfed 
thousands and thousands acres of land, 
without providing adequate compensation 
to the owners or making arrangements for 
their proper rehabilitation. This resulted in 
many of the former tribal landowners work¬ 
ing as 'coolies’ on their own land on poor 
wages. Along with the big industries, an¬ 
cillary industries also developed, takini jnviy 
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miim; yituated In the Kolhan area of 
Singhhum district, also caused large-scale 
dis^acement of tribats from arable land. 

All these industries, mines, irrigation and 
power projects brought in their wake increas¬ 
ing urbanisation. Thus, the Chotanagpur- 
Santhal Parganas belt which consisted of 
only 13 towns in 1901, went through 
an unprecedented growth of urban centres 
numbering 95 in 1971. In Singbhum district 
alone, the number of towns jumped from 
four in 1931 to 24 in 1981.^* 

Besides, the government, both during the 
pre-independence and post-independence 
periods, has taken away sizeable portion of 
forest land under the Indian Forest Acts 
1878, 1927 and the Bihar Private Forest Act 
1927, in the name of scientific management 
of forests and economic development of the 
nation. Critics argue that the alternative ap¬ 
proach of social forestry, though may have 
a bit of foretry in it, lack any social content. 
Plantation of mostly non-indigehous quick- 
growing trees may one day drive out ‘Sarna 
Buria* or the Golden Old Lady of the 
Oraons and also may displace many gods 
and goddesses of other tribes.^' .Such 
schemes are generally denounced by tribal 
leaders as a part of the overall policy of the 
government to uproot the tribals and 
peasants from their own land, forcing them 
to earn their livelihood m the urban and in- 
dustnal centres 

iMMICRAnON 

The people of Chotanagpur have witness¬ 
ed steady flow of outsiders to the region ever 
since the days of the fourth Nagban.shi King 
Piatap Rai, in the fourth century AD. Subse¬ 
quent rulers even invited outsiders to settle 
in the region for military, religious and 
scholarly pursuits. Occasional military 
invasions and the resultant changes in 
demographic patterns were taken into theii 
strides by the local people. The process con¬ 
tinued till the Mughal period without much 
of a problem in evidence. Trouble started to 
surface when the indigenous people, apart 
from losing their ancc.stral lands started 
losing their cultural identity and distinctive 
qualities as well, under the influence of 
dominant religion and cultures. Rapid in¬ 
dustrialisation and development of surface 
communication facilities under the British 
rule, further facilitated immigrants, in 
increased volumes, to come and settle in the 
region. 

The industries and power projects 
established in the region, needed .some skill¬ 
ed personnel and so, moving in of some 
specialists from other parts of the country 
was quite natural. But immigrants came in 
large numbers even in areas where no such 
specialised skills were nMded. This large- 
scale influx of outsiders, mainly from north 
and central Bihar, not only deprived the local 
people of the newly created job oppor¬ 
tunities and training facilities but also prac¬ 
tically forced them to leave theii own land 
in search of menial jobs in far distant places 
like Punjab, Assam and others. 

The steady influx of external population 
and gradual eviction of the local people 


made the tribah mim^y in fhiir own land. ' ' 

In 1891, there were only 1«OD,000 outsiders 

in the Bihar portion of Jharkhand region. Three major cultural streams, viz, Aryan. 
Till 1921, the growth of immigrants was Dravidhan and Austroasian, represented 
rather slow. But since 1939 the rate picked through various languages, have converged 
up and today immigrants from north and in the Chotanagpur Plateau, to create 4 
central Bihar account for some 2.6 million cultural synthesis of its own kind. Thit 


people. 

Since independence the Chotanagpur area 
has been one ul the fastest growing areas in 
the country In lerm.s of population growth. 
The industrial cities of Ranchi, Jamshedpur 
and Dhanbad and their ircripheries have 
simply exploded with population. The influx 
of outsiders ha,s just reversed the tribal-non- 
tribal population ratio in the region over a 
period of thirty years. While the ratio wa.s 
60/40 in favour of tribals in 1951 it has just 
been reversed m 1981. Santhal Parganas, 
Palamau, Hazanbagh, Ranchi, Dhanbad 
and Singbhum—all registered a decrease in 
tribal population between 1931 and 1981, 
ranging between two per cent and ten per 
cent. In Singbhum district alone, the 
Scheduled Tribe population fell from 54.08 
per cent in 1931 to 44.08 per cent in 1981 

Not only the tribals were made minority 
•n their own land, their access to different 
industrial jobs and training facilities were 
also reduced. According to the leaders of the 
movement, till 1971, only twenty-four per 
cent of the total workers employed in dif- 
terent industries in Singbhum were schedul¬ 
ed tribes or scheduled castes though they 
constituted fifty per cent of the population 
in the district and supplied 54.2 per cent of 
the total workforce. In the urban aras of the 
district, only 15.9 per cent of workers 
belonged to these groups. The immigrants, 
accounting for not more than fifteen per 
cent of the total population of the region, 
thus, grabbed most of the lucrative jobs at 
the expen.se of the local Jharkhandis. This 
disproportionate representation of the local 
people in industrial sector and theii involve 
ment III temporary, lowly paid and unskilled 
jobs cleatly proves that apart from their lack 
of required skill and perhaps a preference 
for seasonal employment, tribals, in general, 
were deprived of the educational and train¬ 
ing facilities, mostly cornered by the privileg¬ 
ed sections of the society. They were 
deliberately kept as a reserve workforce of 
cheap, segregated, unorganised labourers in 
the interest of the industrialists and business 
houses. 

In spite of Constitutional provisions 
regarding reservation for the tribal and local 
people in training and jobs under the public 
sector, nearly 90 per cent of the training 
facilities in general education, engineering 
and medical spheres as well as in government 
jobs, are filled up by outsiders. The wcll- 
inlended effort of the government to en¬ 
courage the weaker s&tions by providing 
special privileges to catch up with the rest 
of the people in the society, is constantly 
being frustrated by vested interest groups. 
Dereservation of a post on the plea of non¬ 
availability of qualified candidates, is a very 
common occurren.-e today. Besides, outsidci 
non-tribals very often deprive the genuine 
scheduled tribe people acquiring fake cer¬ 
tificates through various unscrupulous 
means. 


culture has attained a distinctiveness over Bn 
years, marked by a close relationship bet¬ 
ween nature and man, egalitarianism in 
social structure, accommodative history, 
equal sharing of economy, secularism in 
religious pursuits, a democratic political 
thinking and a people oriented art ail^ 
literature.''* 

So long as the tribals maintain a safi 
distance from the people of the plains, the) 
retain their own identity and culture without 
much distortion. Thus, the Mundas k 
Chotanagpur have been able to maintain 
their iiaditional social structure and custonu 
intact, as they are less accommodative in 
nature. But it is known that most of thi 
tribal societies, today, are neither isoh^ 
from the surrounding non-tribal societies, 
nor are they free from influences of urban 
values and dominant rcligicms. ImprovenKH 
in communication facilities has made triba 
packets more vulnerable to outside in< 
fluence Such contacts with outside work 
have created a dilemma in the tribal life ans 
culture, resulting into an identity crisis (iai 
the Jhaikhandis. Neither are they abtetoaC' 
chmatise to the urban and alien values, noi 
are they in a position to preserve and pur 
sue their own traditional nies, rituals ant 
customs. Thus, we find the Oraons and Hoi 
are gradually losing their identity becautt 
of their accommodative nature and readi¬ 
ness to mix with outsiders. In the process 
tribal language, religion, customs and tratfi 
non are losing their purity and in some casei 
arc being submerged under the influence OI 
forces of modernisation. 

Jharkhandis, generally, are worshippers oi 
nature. But a large-scale devastation OI 
forests owing to rapid industrialisation 
urbanisation and un.sciemiric mining and tin 
consequent social forestry schemes, plantini 
mostly non-mdigenous, quick growing trees 
have adversely affected their life pattern anc 
religious beliefs. Iraditional tribal religioili 
such as ‘animism’, ‘sarna dharam’ natun 
worship arc gradually being replaced b] 
Christianity, Hinduism and others. Change! 
in adivasi food habits and festivals are atec 
quite evident. Santhais, for instance; are abs¬ 
taining from beef-eating and seem to be lest 
interested in celebrating ‘itesh Bapla! 
‘Nirbolok Bapia’. ‘Sanga Bapla’ and ‘Baht 
dor Bapla’ as a result of their close pranmin 
with the neighbouring Hindu society.'^ 
Possessing a very rich tradition of their own 
ihej arc thus, not only denying themsdvB 
of a rich protein diet but also sacrificini 
their age old cultural heritage. Besides, th 
adivasi society, traditionally known for Hj 
egalitarianism, is being divided today Oi 
communal lines and even the hierarchici 
notions of caste and class are creeping in 
Agriculture is made subservient to busiires 
and industry, literary and artistic pursuits an 
losing their participatory nature and becom 
ing more passive and observation oriented 

As a matter of fact, the tribals, unaUc U 
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sides, are a frustrate lot and as a naturai 
consequence developing marks of a negative 
Identity for themselves. They are being 
branded by the ‘civilised’ world as ‘lazy 
bum*, ‘good for nothing', ‘drunk’ and 
‘criminal’.’' Some adivasis like the Lodhas 
of Bengal and sections of the Gond in 
Madhya Pradesh are even described as 
driiainal tribes. Thus, the notions of a noble, 
savage and a healthy tribe are fast becom¬ 
ing a myth. These signs of cultural degrada¬ 
tion, sometimes, generate among the tribals 
a common psychology of identity assertion, 
for their own survival. 

The Jharkhand region abounds m minerals 
and provides a substantial portion of India’s 
total requirements in the field ('hotanagpur 
and Santhal Parganas though comprise only 
2.S per cent of the total geographical area 
of our land, nevertheless, account for more 
than twenty-five per cent of the mineral pro¬ 
duction of the country. The Jharkhand 
region alone, comprises of one-fifth of the 
public sectoi enterprises ol the country. No 
less than 14 large-scale industries, with in 
vestments of crores of rupees, arc scattered 
around Singbhum distnci only. These in¬ 
dustries produce iron and steel, copper, 
aluminium, uranium, lead, mica, glas.s, ce¬ 
ment and fertiliser which are essential as far 
as India's growth and all round develop¬ 
ments are concerned. But, if one looks at 
the development of this region in particular, 
in respect of irrigation, ruial electrification 
or road construction, its backwardness is 
more than evident. 

The people of this hilly tcirain of south 
Bihar feel discriminated against the plains 
of northern parts of the state. The 
Chotanagpur plateau, enriched with 
mineral, forest and industnal resources, 
though contributes almost seventy per cent 
of the total revenue collection in Bihar, the 
expenditure of revenue made m this region 
is a paltry 20 per cent. Only five per cent 
of the total land m the region has irrigation 
facilities, while not more than five per cent 
of the total rural areas of south Bihar have 
electricity and only five kilometre road per 
thousand kilometre is paved.Thus, 
perpetual neglect of the Chotanagpur region 
by the successive governments in Bihar, has 
M to mass discontent in the area. 

The most disturbing feature of the 
development process in the region is that out 
of the meagre amount of money allotted, 
only a small portion reaches the actually 
needy. Thus, though the local people are 
known for their sincerity and hard work they 
are sliding down below the poverty line day 
by day. Many of them who are literally forc¬ 
ed to leave the region in search for menial 
jobs, under the pressure of large-scale influx 
of immigrant job-seekers, nevertheless, find 
them in a precarious situation as they are 
not treated as scheduled tribes, eligible for 
the developmental benefits guaranteed under 
the Constitution of India. Thus, over a 
mittion tribal people from Chotanagpur. 
who had migrated to the north-eastern 
mgion of the country and eventually settled 
rhm as tea plantation labourers, face an ad¬ 
ditional discrimination.This discrimina¬ 
tion, however, is caused by their local tribal 
hren who are not prepared to share the 


under the Cmstitution. Those who still re-^ 
main in their ancestral lands, as unskilled 
‘coolie' labourers, are gradually being sand¬ 
wiched into slum areas of newly developed 
industrial and urban I'entres. 

Besides, the tribals are still exploited by 
middle men who, most of the lime, corner 
the fruits of meagre developmental activities 
carried out in the region. Some limes they 
take advantage of the distance of the col¬ 
lection centres of the Forest Development 
Corporation from the tribal villages and 
exploit the tiibals by controlling the sale of 
‘icndu’ leaves and ‘Mahua’ fruit. Tribals pro¬ 
duce the best lac in the world on their host 
trees, apart from vegetables and fruits But 
regarding the marketing aspect of then pro¬ 
duce, they are practically at the nicicy of the 
middle men. 

The attack on the ecological balance of 
the region by greedy limber merchants as 
well as by unscrupulous miners, affect the 
Inbal life in more than one ways. Apart Irum 
laige-scale destruction ol forests, unplanned 
mining activities, by hollowing the caith 
underground, seriously reduce itie capacity 
of the soil to retain moisture, which in tiiiti, 
affect the pruductivny ol land m general. 
With little irrigation facilities and piobicms 
of diminishing productivity ol land, the 
large ‘mono-crop’ aica of Jhurkh.itid is 
gradually robbing its inhabitants ol all the 
possible means ol livelihood, turning them 
into a vast reserve of ‘coolic’ lahoui 

V 

Ctinriusion 

The Jharkhand movemei.l is basieally a 
protest movement against the exploiialuin 
of the indigenous tribal people by the out 
sider ‘dikus’. To quote the election manifesto 
of the Jharkhand Mukti Morcha in 1980, 
“we want Jharkhand tree trom cNploitation; 
a Jharkhand where those who work will cal 
and those who loot will go”. The aim of the 
leaders is to emancipate the area from the 
clutches of exploiters, moneylenders, coriupi 
bureaucrats and vested interests 1 hey 
describe the movement as a search foi na 
tional identity in an environment of extreme 
exploitation and demand “the collective 
right of sell-detcrmination for economic, 
social, cultural and politicaf identity of 
indigenous tribal people!’" 

It must be admitted to the credit ol the 
leaders of the movement that separatism m 
this region has not so far degenerated into 
seccssiomsm. It is true that a five-member 
delegation, representing different tribes of 
India, went to Geneva to present a memo¬ 
randum to the UN Working Gioup on In¬ 
digenous Population, in the first week of 
August 1987, to contest government of 
India’s contention that “there are no 
indigenous peoples in India”. But over and 
above, the movement leaders have confined 
their demand to a separate state “within the 
national and constitutional framework of 
the Sovereign Democratic Republic of 
India”.*’ 

In defining a ‘Jharkhandi’ or ‘local peo¬ 
ple’, the movement’s leaders are quite lilreral 
and have not taken any narrow ethnic view. 
The term ‘Jharkhandi’ today, includes both 
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who, apart from retting in the legioii, 
observe local festivals, worship the tribiti 
drities, share tribal culture and take pride 
in the martyrdom of local heroes, irrespec¬ 
tive of their language, religion, casfe or sects, 
are considered to be ‘Jharkhandis’." 

The leaders of the movement argue that 
the ‘Jharkhandis’, belonging to the same 
tradition and cultural identity, have been 
artificially divided and put into four dif¬ 
ferent states. Such division, they hold, has 
not only weakened the ‘Jharkhand nationali¬ 
ty' as a whole and given rise to several pro¬ 
blems like that of a common link language 
and common script for the people, but has 
also facilitated the vested interests to 
perpetuate socio-economic exploitation in 
the region 

One finds some logic in the arguments of 
the movement leaders when they point out 
tnat if Andhra Pradesh could be created out 
of Madras (in 1953), if Maharashtra and 
Gujarat could be carved out of bilingual 
Bombay (in I960), if Haryana could emerge 
out ol Punjab (in 1966) and Assam could 
be divided into so many states in the north¬ 
east like Nagaland, Meghalaya, IVipura, 
Mizoram or Arunachal Pradesh, without 
damaging India’s national unity, then why 
the demand for an additional Jharkhand 
state should be labelled as anti-national, as 
one, going against national integration? 

But one must remember that creation of 
a separate Stale is not an end in itself. The 
movement's leaders feel that the creation of 
such a State will pul an end to all sorts of 
discrimination and exploitation they face 
today. Such optimism may not necessarily 
prove to be correct. Formation of a separate 
Jhaikhand State may not provide an ade¬ 
quate answer to the problem of exploitation. 
There is no guarantee that a new set of 
exploiters will not take over from the pre¬ 
sent set of beneficiaries. Problem of ex¬ 
ploitation IS, basically, a class problem. 
There is no reason to believe (hat the 'local 
people’ are exploited only by outsider ‘dikus’ 
and once the ruling power is restored to the 
Jharkhandis themselves, all sorts of dis¬ 
crimination will disappear. 

Moreover, it is not possible to carve out 
exclusive homelands for each and every 
ethnic group m India. Even if a Jharkhand 
State is created, not all of its inhabitants will 
share Jharkhandi culture, take pride in 
Jharkhandi tradition or participate in dif¬ 
ferent festivals of the region. So there is a 
possibility of similar separatist demands 
cropping up in the future, within the same 
region. As (here exists a great deal of inter¬ 
mingling of different communities all over 
the country, it is almost impossible to satisfy 
the aspirations of each one of them to have 
separate and distinclJands of their own, free 
from outsiders. Actually, there can be no end 
to such demands in a multi-ethnic soci^y 
like that of ours. Even partial success of any 
such movement, to draw attention of the 
government and resulting in subsequent 
pacts or agreements, often encourages 
similar forces to raise tire voice of separatism 
to gain some concessions from the 
government. 

This is not to oppose the demands of 
creating more and more States. Whether 
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cthnidty ihotdd not be the (teterminiog fac- 
tor. In fact, contidering the number of 
nationalities and sub-nationalities residing 
within India, even SO States may prove to be 
too inadequate to satisfy all of them. 

Whether a separate State of Jharkhand 
is created or not, one cannot and should not 
overlook the genuine grievances of the peo¬ 
ple of the region. The problem of economic 
underdvdopment along with that of cultural 
submergence are to be understood in two 
different planes. The Jharkhand question is 
not merely an economic one, it has its 
psychological a.spects too. The Indian 
economy, as such, is under-developed, but 
not everywhere does economic backwardness 
result in movements of this type. The fear 
of being swamped by the dominant cultural 
streams, the suspicion of losing one’s own 
identity as well as the feeling of alienation 
from the national mainstream, very often 
lead to movements of self assertion, which 
demand sympathetic consideration but cer¬ 
tainly do not deserve contempt or 
negligence. 
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On Birati, the CPI(M) and Tradition 
in Bengal 

Brinda Karat 


AT a time when the formation of broad 
political alliances is an issue of debate m the 
women’s movement, ciitiques of differing 
ideologies from a gender point of view have 
an added relevance As the biggest left force, 
the CPI(M) has often been the focus of 
debate; as also the subject of liarsh criticism. 
There is ample room (oi a discussion on the 
weaknesses of gender insights in the prevail¬ 
ing ideology and practice of the left, par¬ 
ticularly the CPI(M). Such a discussion 
Should strengthen the process of sell- 
criticism and correction at different levels of 
the party and the Uft in general. As is clear 
from its own documents, the CPI(M) is far 
from claiming for itself the mantle of in- 
filllibility. However, it cannot he denied that 
on all major issues facing the women’s nmve- 
ment the CPI(M) and the Ijcft panics haw 
taken an unambiguous pro-woman stand. In 
the last decade or so starting from the 
Mathura rape case and the changes in tape 
law, to the debate on dowry and domestic 
violence, the Muslim Women’s Bill, the Sati 
pnirder, the offensive of religious fanaticism 
on women’s rights, the question of minomic 
Independence of women, the role of the state 
vis-a-vis women’s rights, as in Tripura, and 
on many other issues the CPl(M) has 
reflected the concerns of women. 

However, these positions have been pro¬ 
mpted by a particular understanding of the 
’grader question’ which .seeks to find ns 
roots not in a male-female contradiction oi 
male attitudes but in the development of 
Class society and locates its specificity m 
wider socio-economic realities. Many 
women’s groups reject this approach as 'class 
subsuming gender' and hence as patriarchal. 
One or two incidents are picked out and pro¬ 
pagated as proof of Left patriarchal 
ideology. Tactically this position is 
^ manifested m an approach politically hostile 
I to the Left in general and the C'PI(M) in 
, particular. 

Although Tanika Sarkar’s article ‘Kefiec- 
:tlons on Birati Rape Cases—Gender 
; Ideology in Bengal’ {EPW, February 2) 
j implicitly distances itself from (he viewpoint 
I of gender as the axis of .social analysi.s, with 
.Kference to the relevance of ‘original 
(Socialist critiques ot bourgeois decadence 
I which included critiques ot modern patriar- 
I cby’ the approach is not dissimilar. One is 
I also struck by the language used to describe 
ICPI(M) supporters, such as ‘desoiied 
’believers in the Ufi Front’s general pro- 
'gressive poienttal'. 

^ Sarkar’s attempt is to use Birati and 
^hamali Gupta’s statement printed in 
TPtopie’s Democraev as the basis for what 


IS a preconceived theoretical construct. If 
Sarkai was indeed interested in a ‘com¬ 
prehensive’ analysis of Birati by the C'PI(M) 
or AIDWA she could as ea.sily have lelcired 
to a delitiled analysis by' the CPI(M) meinbei 
of purliainent Malini Bhatiacharyn publish¬ 
ed in the AIDWA bulletin IVomett’s h/iiality, 
or even to the ^.IDWA's own statement on 
It But because Sarkar is politically not 
prepared to even considei that the language 
used in the statement in question was indeed 
an abci ration and docs not reflect either the 
patty’s or AIDWA’s stand, she uses the ques¬ 
tionable method of ignoring the other 
sialcincnis .tnd analysis made on the same 
incident by party and AIDWA .spokes 
persons. Is not the reliance on a single state¬ 
ment to build d theory, the trivialisaiion ot 
theory ilscin Perhaps Sarkar wilt be in¬ 
terested to know that when a parlianiontar} 
committee was set up tn 1980 to amend the 
rape laws, the CP1(M| representative on the 
committee, Sushcela Gopalan. was one of 
those who strongly argued for inclusion 
the loiw Commission's recommendation 
prohibiliiig the relcrcncc to ‘previous sevual 
history' oi the victim in a rape case. 

Further, the actual role ot the CPl(M) and 
mass organisations m the aftermath of Biiati 
IS distoited and underplayed. This again is 
a logical fall out of a preconceived pie- 
judicc- -how can a party which believes that 
the rape of ‘prostitutes’ is no rape at all 
(Sarkar's inicrencc) then organise big pro¬ 
tests against it? As described in Bhaira- 
charya’s article referred to earlier, thcic was 
a big campaign launched by the CPI(M) 
along with other mass organisations to 
‘mobilise mass opinion for prevention ol 
such incidents in future’, to break illicit 
liquor den.s and protest police complicity. 
Siiikar docs not mention the former and 
dismisses the lattei as ‘policing functions'. 
Any activist working with women in slums 
knows how such liquor dens make the 
women in that area so much more vul¬ 
nerable In a city like Delhi, for instance the 
absence of a network of left mass organisa¬ 
tions and the subsequent lack of grassroots 
level social intervention make the work of 
women’s organisations that much more dif¬ 
ficult when faced with criminal activities and 
the powet of underworld hoodlums. No 
amount of ‘consciousness raising projects’ 
as advocated by Sarkar would have the 
slightest meaning unless accompanied by a 
frontal attack on these criminal vested 
interests. 

In Birati most of the women in that par¬ 
ticular ‘jhuggi’ cluster were very poor 
Bangladeshi immigrants working as 


domestic maids. The local police in spite of 
previous public protests, continued to con¬ 
nive with rival gangs of smugglers and il¬ 
licit liquor barons operating from that area. 
Some of the women were also involved in 
this activity with different gangs and it was 
the rivalry between two gangs which directly 
led to the rapes. Understanding the circum¬ 
stances of a particular rape case is not to 
justify the rape but to identify the factors 
which make women even more vulnerable. 

One of the biggest problems faced by 
women's organisations is the protection 
given to rapists by local political forces. One 
need only recall the experience of Parana, 
for example, where the then Congres$(l) 
womam MP denied that the rape had taken 
place, or even Gajraula where eight months 
after the rape of two nuns the criminals have 
not been apprehended because of the pro¬ 
tection given by local politicians. Sarkar 
dismisses the efforts of the local CPI(M) and 
others to apprehend the culprits, which they 
did in a short time, as locating a gender pro¬ 
blem as ‘a law and order one' or ‘a bureau- 
ciatic pieoecupation with law and order’. 
Perhaps if lulmg parties m other States 
showed a similar preoccupation there would 
be an improvement in the dismally low 
I iguie ol onlv .1 per cent convictions in cases 
concerning atiocities against women. This 
IS iioj a question of law and order or 
bureaucratic preoccupation, but of the 
political will of the state agencies to take 
action against perpetrators of crimes 
against women The women’s movement has 
repeatedly underlined the importance of this 
issue. This political will and action would 
convey important messages, the implications 
of which have been known to be significant 
on public cotisciousncs.s 

Similarly, on the Bantala issue, Sarkar 
completely distorts the rPI(M) position. 
The chief minister's statement that it ‘was 
the work of anii-socials and criminals’ was 
ill response to the charge made by the C'on- 
gress(l) and picked up by sections of the 
Bengali press that the savage lynchings were 
motivated by political considerations It did 
not at all attempt to justify the lack of a 
preventive social intervention as is implied 
by Sarkar’s criticism of it being a ‘sadly 
circumscribed notion of society' and an ‘ad¬ 
mission of lawlessness in the fxft capital’. 
The criminalisaiion of politics and social life 
in general has been a major concern of 
women’s organisations all over the country 
because of its direct impact on the lives of 
women. In Bengal, far from being defensive 
about the continued existence of a criminal 
underworld the CPl(M) has taken the in¬ 
itiative to organise big social campaigns 
through the formation of citizens’ commit¬ 
tees against their activities, which include 
cultural functions, youth club activities, 
public meetings, etc. One of the successful 
camnaiens run bv these committees for in- 
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inKali^t Onnumetou^occasionttheef 
forts of these committees functioning at the 
grassroots level have been directed towards 
the protection of women in cases of 
domestic violence If instances of a woman 
screaming tor help being met by the closed 
doors of her neighbour are not the rule in 
Calcutta, It IS precisely because of the con 
iinued efforts for raising social con 
sciousness, and encouraging grassroots level 
participation in community work 
Unlike Sarkar, activists in Bengal cannot 
be satisfied with such smug conclusions that 
‘Bantala mocks the notion ot cieic values 
of Calcutta citi/cns Rather it is a gnm 
remindet of how deeply entrenched and 
powerful such forces arc at different fevets 
of society and how much more needs to be 
done to prevent such faitures of sociat m 
terveniion There is no particufar ‘Bengali 
trait of respect for women which Sarkar 
scoffs at On the contrary it is because of 
the continuous activity at the ideological 
political and social level of the Left front 
that the kind of degeneration of scKiai life 
that wt see in other cities is not there 1 hose 
who lived m C alcutta in the carls seventies 
when criminals almost ruled the cit) under 
political pationagr will icmember the tet 
rot and insecurity which confined women 
to then homes aftei dusk 
For weeks alter Bantala the CPI(M) 
organised numerous prcKessions a whole 
senes eif street comet meetings in Seiuth -14 
Parganas, Calcutta and otliei areas m 
Bengal In Cakiitla where the Muni ipal 
Corporation elections were being held the 
issue was discussed em political platfocms 
on an exiremt ly wide scale in the city Foi 
Sarkar, none of these occurred A feature 
of yet greitci political significatiee <he 
writes “was that alter the initial visits and 
speeches bs left f ron* dignitaries and MPs 
the mallei was left to lallies by womens 
organisations alone' is this informed 
criticism or outright hostility’ 

On reading Sarkar's piece, another gucs 
tion emerges icpcatedly What it Bantala 
and Birali had not occurred ’ What if the 
offending statement had not been made'' 
Would Sarkar’s theory have been diflererii 
No, It would not have been Saikar's fun 
damental argument is based not on Birati 
but on a particular reading of history which 
sees the Left in Bengal carrying toiward ter 
tain traditions vis a tis women which 
militate against the concept of a free 
'womanhcKx!' According to her these tiadi 
tions relating to dependent female identities 
were fixed by the so called Bengal renais 
sance, and were all encompassing and 
powerful enough to <brm a stable consen 
sus for gender ideology in Bengal a century 
later Although the analysis may add new in 
sights into the particular literary works she 
mentions, her view of the l^h century 
bourgeois social reform movements is both 
restricted and static In a reaction pethaps 
to what she sees as an uncritical glorifica¬ 
tion of that period by standard 'Bengali' 


k#ag>s sMia a|Vli9Wl^ IVVMSVfi Mfl vau^ w«n» 

aspect Although she asks the question, 
‘what are the prominent tradittons for look¬ 
ing at womanhood in Bengal' her analysis 
IS based on a discussion of only one trend 
in the moveme ni ignoring others as though 
they Were iridcvant to the foimalion of 
tradition 

Vidyasagai lot iiisianct may have died 
a broken in in disillusioned bv ilu failure 
ol ho widow I ni linage illoits as she savs 
but how dot III (I negate the possibility ol 
his woik lorinini. in induring fradition’ 
One has to Un k ii ihc Bengal renaissance 
III ils cniiKlv in iis tiistorical context and 
in what It athicved at that time otherwise 
an undeistaiidnig of its impact on later 
developments inav be partial and also lead 
to a distoitcd pcruption of coniempoiarv 
protesses 

Fven assuming that theic is an enduring 
tradition whiih sets women only in the 
mother imagi as Saikai argues what is tht 
evidence that she puts forward for the 
C P1(M) uhseiibing to i1 ’ 

Hti aigumtiii IS built, firstly through a 
coiilusion in the terms she uses Who is she 
refcrri ig to' Is ii Bengalis’’’ Is it writers and 
film mak'rs' Is ii radical cultural workers’’ 
Is It tht Ul' in gtiural’ Is ii thcCPI(M)’ 
She uses all thtsc terms micrthangeahlv 
and ultimaulv rtaches a position when, 
everything Rtngah is attributed to the 
C PKM) almost in the nature ot an ideal 
socialist state w here working class ideology 
IS the domin ini idiotogv for all sections of 
the people* Just as Sarkar fails to sec the 
Bengal renaissance in ils historical context. 


«Mr>V jrnw IV lIMr 'WHMI*'”*’ 

tions in which the CPt(M) and other Left 
panies are working in Bengal These con¬ 
ditions relate to the correlation of social 
forces in India including Bengal, the class 
character of the Indian state and the reach 
ol dominant ruling class ideology in the 
country as a whole, the circumscribed 
powers ol a Stale government, apart from 
the siibsiamial political base ruling class par¬ 
tus hast in Bengal itself 
Having asserted that Bengali Lefl- 
CI’I(M) where does Sarkar look for the 
( PI(M)s consensus on patnaahai tradi¬ 
tions’ Once again she relies almost exclusive¬ 
ly on an extensive analysis ot modem 
Bengali literature and films to show the 
dominant mother image liom the works of 
Satyaiit Kav Mrinal Sen Shiuhendu 
Mukhopadhyav Manik Bandopadhyay As 
a critique ot aspects ol the contemporary 
cultural scene in Bengal it would have some 
relevance but what has this to do with the 
fundamental theoretical distortions' she 
accuses the < PI(M) oP 1 he problem is not 
just the method used but also the vicsw 
point the dominant concern appears to be 
that of the Bengali bhadralok’ It hence, 
becomes possible for a supposed critique of 
Uft gender ideology to completely detach 
Itself from the basic classes it repre'en's In 
her entire article there ts only a sngle 
reference (and that also a literary one) to 
tribal and peasant women’ whom she 
describes as distant and exotic figures’ as 
no doubt they are, for the ‘bhadralok’ There 
IS no ctiort to test the validity of her sup¬ 
positions against the lives of working class 
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women belonging to the minority com¬ 
munity. Has there been any change in their 
status, in their seir-image in the last decade 
in relation to the socially dominant classes 
as well as within the family? What has been 
the increase in their social and political par¬ 
ticipation? What has been the impact of the 
huge literacy drive led by the CPl(M) and 
mass organisations, as a method of em¬ 
powering women? What has been the impact 
of land reforms on their lives? How far are 
they conscious of their rights and how far 
have the democratised Panchayats aided this 
process? It is significant that in both the 
States of Wst Bengal and Kerala where there 
have been CPI(M)-led governments, the 
parameters for measuring the status of 
women such as employment, health, educa¬ 
tion, wages, etc, show a better liend. But 
these questions are irrelevant in Sarkar's 
analysis. Although Sarkar is critical that the 
Elective self-image’ of ‘Bcngalis't?) rarely 
elaborates women's status in terms of bet¬ 
ter health, education, employment lacilities, 
she herself does not do so. 

In what has now become standard so- 
called feminist critique, the participation of 
women in parly work is seen as an exten¬ 
sion of familial roles; in Sarkar's words 
Essentially a giving and nurturing role, 
i C; serving the party and class struggle' In 
bracketing non-party and non-domcstic 
togeiher, she implies that the opposite is the 
equation—of party work and domestic ac¬ 
tivity for women. Women do indeed .serve 
the party and class struggle just as men do. 
It is ironic that whereas maior women’s 
organisations have identified the marginali¬ 
sation of women’s participation in the 
political process as an important factor in 
their declining status, Sarkar should not only 
dismiss but demean the splendid spirit and 
work of women activists m Bengal The 
logical conclusion of her argument is that 
tdl female activity is necessarily unthinking 
and subordinate. She substantiates her point 
with reference to such trivia as the led and 
white saree worn by women volunteers, 
which for her denote ‘haste motherhood’— 
completely missing that for them it 
represents the red and white colours of the 
party flag, a symbol of struggle. In challeiig- 
ing old stereotypes of women as mothers, 
sisters, daughters, care needs to be taken 
•gainst the construction of a new model 
based on a middle class notion of tree 
womanhood. Self-fulfilment as a hallmark 
of the emancipated woman could mean for 
the poor peasant women participation in 
struggles against those whom she perceives 
as responsible for the miserable conditions 
in which she lives. 

Finally, the ultimate proof offered by 
Sarkar of the tortuous path of ‘tradition’ 
from the ‘Bengal renaissance’ to the 
CPI(M)’s endorsement of it is the three term 
eicctotal mandate the Left Front has received 
which according to her reflects the ‘stable 
consensus* on gender ideology. The 
ideological and political work, the big strug- 
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and men, which permits the existence of a 
Left centre in an uicreasingly hostile political 
environment is thus negated by an absurd 
theoretical deduction which goes something 
like this: 

Left Front rule stable consensus on 
‘Bengali’ tradition; 

Bengali tradition = dependent female 
identities. 

Left Front rule = dependant female 
identities. 

Presumably if the Left Front lost the elec- 
tion.s, the consensus would be broken! Or 
alternatively since the Left Front may not 


that it does in other pans of the States the 
‘consensus’ has afaca^ been broken in Ae 
‘Uft’s capital'! 

In conclusion, it may be said that one 
would have hoped that a serious scholar like 
Sarkar who has been sympathetic to the Left 
would have placed the weaknesses of the 
CPJ(M) within the framework of hs eflbrts 
to create an ideological alternative through 
the struggle to raise the quality of Ufe for 
the mass of women in Boigal. That would 
have helped readers of her article form a 
balanced and objective assessment of the 
Left Front in that State, both in terms of its 
ideology and its practice. 


Soaring Stock Prices 

S M Sundaram 


BARL'A and Raghunaihan (EPW, 
November 17, 1990) use the discounied cash 
flow model to value shares. In a modified 
(orm, the pricc/earmngs ratio is taken as tho 
measure which depends on laclors such as 
ilie payom lalio, the return on investment 
of the projects to the companies and the 
return expected by the investors Irom the 
company's scrips. 

For a sample ol 2.t companies, Baiua and 
Raghunaihan esiimale ‘g (growth in 
dividends) and ‘b’ (payout latio) Then thev 
compute the P/F ratio (or a chosen set o( 
‘k', the rcluin expected. The average ol the 
computed lundamcnial P,'t value, viz, 3.20, 
IS compared with the observed average P/L 
value, VIZ, 21 42, loi ,i eliosen period. This 
marked devi.mce ol llie ob,sctved V(s a-m the 
fundament.il is highlighted The •iiiihors go 


on to explain the reasons for the present 
stock market boom and how this high P/E 
cannot be sustained. 

The accompanying table presents another 
picture of the story. It can be seen that never 
in the past four years has the observed P/E 
been lower than 14 and anyway never near 
the theoretically computed ‘fundamental' 
value of 3.20. The month of August was 
chosen as that was the mid-period for the 
nt'.cle also. But the results can tie checked 
lor any month of the year. In the sample, 
some cases with absurdly high P/Es have 
been omitted. 

Perhaps the reasons for the high deviation 
of the observed P/E values from the 
theoreiically computed fundamental values 
may be more ‘fundamental’ than just 
'technical', as made out by the authors. 
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< imipMiiv 

Aug 7 

Aug 21 

Aug 1 

Aug 15 

Jul 27 

Sep 7 

Aug 4 

Aug 18 


1989 

1989 

1988 

1988 

1987 

1987 

1986 

1986 

Asi.in Paints 

19 53 

19.28 

17.21 

16.26 

21.67 

19.67 

22.41 

20.69 

Baiaj Auto 

20 M 

2163 

7 70 

8.05 

11.75 

14.00 

14.13 

13.08 

C olgatc 

22.74 

22 65 

22 62 

22.12 

29.37 

37.54 

34.46 

30.75 

( ciiiurv 

78.44* 

80 45* 

16.19 

15.92 

32.55 

17.48 

9 73 

9.35 

t eiilury fciika 

12.32 

12.34 

12.40 

12.74 


— 

7.66 

6.93 

I- 1 Hole! 

20.07 

20.07 

10.98 

1098 

12.41 

10,75 

— 

— 

LscOMS 

12.69 

14.08 

10.94 

10.60 

5.50 

5.24 

15.85 

19.17 

Cilaxo 

17 03 

I7..54 

16.22 

15.03 

20.22 

23.51 

18.00 

16.00 

(irasim 

„ 

3011 

— 

— 

— 

— 

— 

— 

CiSFC' 

— 

— 

92.62* 

91.61* 

20 67 

18.05 

17.31 

16.93 

HI 1 

17.43 

18 00 

14.01 

13.81 

21.90 

20.24 

25.45 

24.33 

Indian Rayon 

29.62 

30.50 

10.52 

10.44 

5.47 

6.30 

25.90 

24.19 

Ingersol Rand 

34.55 

36.82 

28.18 

25.59 

33.09 

35.68 

44.28 

43.20 

Indian Organic 


8.80* 

5 81 

5.24 

6.81 

8.88 

12.79 

11.36 

irc 

— 

n.79 

12 74 

11.70 

7.07 

7.13 

13.74 

13.58 

JK Synthetics 

21.07 


— 

— 

3.19 

3.22 

31.43* 

6.72 

Kiiloskar Cum 

13.59 

14.86 

13.83 

13 83 

15.16 

17.62 

9.77 

8.98 

l&T 

15.99 

15.01 

19.22 

21.16 

11.98 

14.70 

22.14 

20.83 

Raymond 

23.06 

23.33 

10.02 

10.22 

11.41 

10.84 

13.81 

14.18 

Reliance 

21.37 

21.66 

86.25* 

83.33* 

45.74* 

46.51* 

21.15 

18.12 

TF.LCO 

23.80 

I4.% 

— 

15.80 

39.% 

38.10 

23.68 

24.78 

TISCO 

— 

— 

9.84 

12.80 

9.72 

8.76 

9.10 

8.64 

Voltas 

10.95 

14.99 

5.50 

5.96 

11.46 

13.11 

12.30 

12.17 

Average 

19.79 

19.50 

13.55 

13.59 

16.57 

16.S4 

I8.M 

17.33 


Notes: * Omitted for computing average. 

— Negative P/E or data not available. 
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MAKE AN INTEUIGENT MOVE 



EXEMPT YOUR 
CAPITAL GAINS FROM TAX 

INVEST IN 



Long term capital gains from the sale of land, buildings, jewellery, shares etc. attract Income Tax. But 
there is a way out. Invest in IDBI CAPITAL BONDS,keep your capital intact and earn interest too. 
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• At the investor's option, interest 
for the hill tx'riod of 3 years can 
be paid in advance on discounted 
basis 

• No deduction of tax at source 


• Income tax benefit under 
Section 80L. 


• Outstation cheques accepted and 
cost of collection borne by IDBl. 


ALSO CONTRTOUTE TO THE INDUSTRIAL DEVELOPMENT OF THE COUNTRY. 




For further details contaa the nearest IDBI office or write to Manager 

INDUSTRIAL DEVELOPMENT BANK OF INDIA 

IDBI Tower, Cuffe Parade, Bombay 400 005 Tel: 218 9111/21 
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A little planning, a lot of love., 

and even with small savings 
your child can be 
a lakhpati by 21! 





r' ' ' -■■yiampr/z 


Today, he's a little baby in your 
Your presence is all he needs to feel 
safe and secure. But all 
tomorrow will be here. And he II be 
ing out into the world. Facing the 


Why noi plan your child's future now? 
Invest in Unit Trust's Children's Gift 
Growth Fund-Untter this plan.wim small 
investments made over a period of 
time, your child can be a lakhpati 
by the time he's 21. 

Q How should you invest to make 
your child a lakhpati? 

A. If y(HJ invest in CCGF at the child s 
birth, here are some of the many 
options, (i) You can invest Rs. 1,100 
at birth and then every year till the 
child is 15 yeare. (ii) You can invest 
Rs. 1.200 for 3 successive years or 
Rs 1,900 for 6 successive years. 

(ill) You can invest Rs S.SOO once 
and for all 

Q. Suppose* the child is older? 

A 1hc*te are plans tor every age up to 
I.S The CGf.f brochure has charts 
that (“xplain it all Please write in for it. 

(J Who can gitt it to the child? 

A Parents, relatives, friends, 

(oniiianies oi corporate bodies. 

(j What IS the* minimum amount you 
can invest? 

A Rs 500 and thereafter in multiples 
of Rs 100. 

Q What are the returns on the 
investment? 

A 12 5% tier annum plus a 
bonus dividend every 5 years 

Q Is there any facility after maturily? 

A Instead of withcliawing the amount, 
the (hild ran pul it in anv other scheme 
of UTl available at that lime 

For irev literature on CGGf, please 
contact anv Unit Trust office or 
Chief Represeniative or Agent, 
or selected Hindustan Petroleum 
or Indianoil petrol pumps 

Or mail this coupon lor more 
information to any of the Unit 1 rust 


I Please send me tree literature 
I on {GGf 
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Compound Effect 

With the entry of East Europe into the world’s ‘free market’, 
products of developing countries are not only being flushed out 
of the East but are also being nudged out of markets ir 
the North. 1219 

Curious Afflictions 


Each one of the elections in TKpura after 1988, wnen the 
Congms(I)-TUJS came to power, has been marred by large-scale 
rigging and booth capturing clearly instigated by ministers ana 
ruling party MLAs. Given this, why has the Election Commission 
chosen to ignore the election-eve mass transfers of officials in 
the State? 1203 

Jayalalitha has synthesised a new election-eve ‘cause’ to giamorist 
women’s issues. But why is she silent about the misuse and the 
abuse of women which has come to constitute the basis for the 
cinema and the print media in Tamil Nadu? 1204 


Against Isolation 

Today in the face of rising 
communalism and attacks on 
even the existing rights ol 
women, it is more iinponani 
than ever (or the women’s 
movement to build up wider 
links and alliances and 
not isolate itself. 1243 


Input-Output Linkages 

India’s official input-output 
matrices can be a useful 
analytical tool for .studying the 
structure of the economy and 
for projection exercises. Can 
the utility of this powerful 
tool be enhanced? 1235 


Test of Public Gaze 

Fuller public disclosures by 
financial institutions will go a 
long way towards correcting the 
inherent systemic deficiencies in 
the core area of financial 
intermediation. But there are 
too many interests which 
will oppose such a move. 1195 


Losers Ail 

The current elections in Nepal are 
taking place in an atmosphere of 
disillusionment among the 
people—and yet only a year ago 
there was so much enthusiasm 
about the overthrow of the 
party-less panchayat 
system. 1210 


Partisan Press 

The Gujarati print media played 
a highly biased role throughout 
the five weeks of the Jan 
Vikas Sangharsh 'ihtra. A 
revealing review. 1207 

Of Plans and Planning 

With a new government coming 
to power soon, will the goals of 
sustainable development which 
informed the deliberations of the 
Planning Commission under 
the V P Singh government 
continue to play a role? 1199 


No Evidence 

An inquiry into the reported 
planned ‘massacre’ of hospital 
patients of a particular 
community during the riots 
in Aligarh. 1205 

Inside Sociology 

The most significant and 
unexplored aspect of sociology 
in India today is the ‘field’ itself: 
the individual sociologists who 
have contributed to the making 
of the discipline in India in 
various ways. 1229 


No Deceleration? 

How valid is the hypothesis of 
an industrial deceleration in 
India after the mid-sixties? 

An examination of the 
evidence. 1244 
















LETTERS TO EDITOR 


Article 356 

I tVAS quite dismayed by the editorial col- 
■':nn in your issue of April 6 on Article 
356 with reference to the Madras seminar 
in which Jyoti Basu and M Karunanidhi 
participated. Your contention that the 
Chauthala case is a clincher fot not 
altogether abrogating Article 356 is un¬ 
acceptable. Having ‘arguably’ lost his 
majoiity. Chauthala disregarded the 
governor’s advice to prove it in the 
legislature. A little earlier, at the Centre, 
Chandra Shekhar having got into the 
same boat evaded the issue of proving his 
majority by resigning and recommending 
the dissolution of parliament. And, since 
there is no counterpart to Article 356 at 
the Centre, all that the prc.sident could do 
(and did) was to dissolve parliament, with 
Chandra Shekhar continuing in a care¬ 
taker capacity, after satisfying himself 
that no other party was able to form a 
government. 

Mutatis mutandis governoi Maiidal 
could have done the same. If no other 
party or coalition was willing to form a 
government in Haryana, he could have 
himself dissolved the assembly with 
Chauthala continuing as a caretaker. 
There was no need for using Article 356 
and its use cannot be Justified because of 
the ‘violent proclivities’ of Chauthala. 
What if Chauthala, who cannot change 
his stripes, had been able to muster a 
majority? What about other reigning 
chief ministers who might have a similar 
taste for rigging elections? In Amethi 1989 
were we able to insure ourselves against 
the proclivities of Rajiv Gandhi? All that 
is necessary and possible in such circum¬ 
stances is to trust the di.sciphnary pro¬ 
clivities of a T N Seshan to suitably deal 
with electoral malpractices. 

Your statement that ‘fundamentally’ 
sovereignty in the Indian Constitution lies 
with the Centre is pernicious. Sovereign¬ 
ty lies, not with the Centre or the States, 
but with the people who are represented, 
in our dual polity, both in parliament and 
in their State legislatures. You have also 
suggested that unless the Centre has the 
powers to dismiss State governments, self- 
determination might have to be yielded to 
the States. This is a familiar bogey. In 
wanting to delete Article 356, Jyoti Basu 
and M Karunanidhi are demanding only 
the right to survival, it ic in Punjab, which 
has been under president’s rule for the last 
four years, that the demand is being made 
for ‘self-determination’. 

The problem with Article 356, as you 
have youiself recognised, is that it has 


been systematically misused to undermine 
both dcmociacy and federalism through 
arbitrary and wanton imposition of presi¬ 
dent’s rule in the States. So much gangrene 
has set in over the years in this limb of 
the Constitution that it is best amputated. 
This was the thrust of the speeches of 
Jyoti Basu and M Karunanidhi in the 
Madras seminar. If you wish to take issue 
with then position, you need to be a lit¬ 
tle more thoughtful than you have been. 


Against ('nmmunalism 

THE Commiiiec Against Communalism 
of the Jawahailal Nehru Umveisitv has 
organised a number of public meetings 
and participated m the activities organis¬ 
ed by other organisations to uphold 
secularism. I hc committee has, over this 
petiod, been involved in distributing the 
document entitled The Political AhuM' oj 
History produced by the Centre for 
Historical Studies, JNU. On Octobei 27. 
1990, a ,,day’s symbolic fast involving 
people from all walks of life was organis¬ 
ed at the Boat Club. This fast was in pro¬ 


test against the danger posed by com 
munal forces to the Constitutional com 
mitmeni to .secularism. 

We bclievt that this threat to our coun 
tiy can only be challenged by pcopli 
asserting their commitment to the seculai 
ideals which formed the basis of ou< 
federation. There is, however, an urgen 
need to counter the propaganda of th< 
communal foices. The task we havi 
theiefoic set for ourselves for the im 
mediate future include; Publication anc 
distribution of documents, both academic 
and popular, to fight communalism 
Organisation ol woikshops and seminar: 
especially for school teachers; Coordina 
lion with other oigani.sations devoted tc 
the cause ol secularism to facilitate thi 
sharing of information and of materials 
Towards this end wc request you tc 
foim a similar committee in your in.stitu 
lion. We could thus strengthen eaci 
other’s efforts to forestall the communa 
apocalypse that threatens to engulf us all 
K N Panikkar, ROMltA Thapar 
Aniiradha M Ciifnhs, Mohan Rac 

Committee against Communalism 
.Liwaharlal Nchiu University 
New Delhi 


Subsrription Rates 
Inland 

(including Nepal and Bhutan) 

(m rupees) 

Six months One year Two years Three years 
Institutions -■ 400 775 1150 

Individuals 170 .325 625 925 

CuneeNMional Ratra 

Tcachers/Rcsearchers — 225 -- — 

Students - 175 - —- 

Concessional rates are available only in India To avail of concessional rates, 
certificate from relevant institution is essential. 

Remittance by money order/bank drafi/postal order requested. Please add Rs 14 
to outstation cheques towards bank colfection charges. 

Foreign 

(in US $) 

Air Mail _ Surface Mail 

Institutions Individuals Institutions Individuals 

Pakistan, Bangladesh 

& Sri Lanka 60 30 40 20 

USA, Canada, UK, 

Europe, Japan, 

New Zealand, 125 80 70 40 

Australia & USSR 

All other countries 80 50 50 30 

All remittances to Fjronomir and Political Weekly 
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Bihar Drama 


T he general election to the tenth Lok Sabha may 
accurately be characterised as an election which the 
major political parties, with one or two exceptions, did not 
want After all, it was the unwillingness of these parties, the 
Congress(l) especially, to lace the electorate that gate 
Chandra Shekhar the chance to adorn the prime minister's 
office, if only for a few months, with no more than a tiny 
break-away group from the Janata Dai accounting for barely 
one-tenth the Lok Sabha's total strength So it is not en 
tireiy surprising that, even af tci the setting in motion of the 
formal election process, efforts should continue on the pan 
of different pohtical groupings to dispense with the elections 
in parts of the country at least where they themselves perceive 
their electoral prospects to be precarious 
Over the last week we have been entertained by what can 
only be termed a drama on the issue of elections in Bihar 
Taking off from the piime minister’s warning issued at a 
public meeting in Purnea in Bihar that the (. entre would not 
hesitate to mteivene if the law and order situation in Bihar 
did not impiovt, the C cntral government went through a 
senes of contrived moves which were obviously its best 
attempts to put off the polls in Bihar Ihe law minister 
disclosed that tht C entre was scriouslv concerned about the 
violence in Bihar and that it had sent a high level team to 
report on the situation in the State He further volunteeied 
the view that the situation in Bihat was ‘100 times worse 
than in Punjab” and that a report had been sent to the 
Eleaion Commission indicating how alarming the situation 
was This gave rise to speculation, no doubt deliberately 
fuelled by the party in power at the Centre, that a move to 
dismiss the Bihar government was under contemplation But 
days after this statement the Election Commission maintain 
ed that it had received no report from the government and 
that It was in fact awaiting reports from its own 27 observers 
to decide on the issue of elections in the State As we go 
to press the Election Commission is still awaiting the reports 
Of Its observers and the Central government is trying its best 
to get out of a situation which it had short sightedly 
provoked 

What prompted the drama hardly needs to be stated the 
Samajvadi Janata Dal (SJD) is fielding some of its 
heavy-weights in the elections from Bihar apart from 
Subodh Kant Sahay from Ranchi, there is Yashwant Sinha 
from Patna and Hukumdeo Yadav and Digvijay Singh And 
according to most assessments, none of them iv likely to do 
particularly well Even the chances of the caretaker prime 


minister's close comradc-in arms, Surajdeo Singh in the 
Arrah constituency are rated hardly good, though if there 
are more than the usual quota of dirty tricks on polling 
day in this particular constituency, there are likely to be tev 
doubts about where the responsibility for that will lie, given 
Surajdeo Singh's long-established reputation as the don of 
the coal belt mafia In any case, that the SJD which needed 
considerable persuasion to lake action against Chauthala in 
Haiyana should sound so concerned about the possibility 
of iigging in Bihar is laughable 

Ironically, the Centre's convoluted attempts to postpone 
elections in Bihar have almost succeeded in creating a halo 
around the 1 aloo Prasad Vadav government Bihar’s 
reputation in the matter of election violence is, of course, 
well established In the last elections repolling had to be 
ordered in as many as 1,2T9 booths in the State This time 
too Bihar has seen its shaie of pre election thuggery, along 
with some of the other States Even if it is accepted as a fact 
that the level of violence in Bihar has been marginally higher 
than that in the other ‘sensitive* stales, there are simply no 
grounds for postponement of the elections oi dismissal of 
the State government In fact that would be precisely reason 
tor the Central government (and the Election ( ommission) 
to render all possible assistance to the State government to 
ensufc smooth elections 

It IS in this context that the Election C ommission's ruling 
on the home giiaids issue is puzzling It mav well be that 
the home guards in Bihai, not unlike security forces of other 
descriptions in other States, have then own multiple and con 
flicting loyalties and biases It may also be true that the force 
has been less than cvcmplarv in its regard for public pro¬ 
perty or people’s lights witness the rampage it let loose 
recently in the State capital But there is little evidence that 
in the other ‘sensitive' States, such as Outarat, the local 
security forces are any more responsible or impartial In any 
case, if a highly communalised Provincial Armed Cons 
labulary, the notorious PAC , can be used in communal nots. 
It IS difficult to convincingly adduce communal or caste bias 
as sufficient ground tor seeking to keep the home guards 
in Bihar away from election duties It the home guards are 
to be confined to then barracks, Bihar will need further 
assistance with 25,0(X) of the 6‘5,0(X> booths in the State 
having been declared 'sensitive' and as needing special 
security measures In such circumstances can one expect 
anything other than a sharp rise iii election violence, booth 
capturing and rigging'' 


Economic and Political Wcekiv May If, 1991 


11K7. 



PUNJAB 

Fractured Politics 

FOR all the exchange of heated words bet¬ 
ween the government, the Election Com¬ 
mission and ‘all the major political par¬ 
ties’, the uncertainly surrounding the 
'evival of the electoral process in Punjab 
(las not lifted. Considering the all-round 
hostility that the idea has generated, with 
BJP and the Left being reluctant con¬ 
testants and the Congress(I) avoiding the 
Punjab campaign altogether, there is every 
possibility of this fresh ‘initiative’ in the 
State being snuffed out. To begin with 
there is the curious conduct of a govern¬ 
ment that has been making much of its 
eagerness to find a solution to the Punjab 
problem. Having overruled the president’s 
objections and promulgated an ordinance 
notifying elections in the State it sub¬ 
sequently climbed down and pressed the 
EC to postpone the date ol the election. 
It is not unlikely that the EC, acting either 
independently or on advice, had fixed this 
schedule to call the government’s bluff. It 
is perhaps merely a coincidence, but 
nevertheless one of some significance, that 
the announcement of the new date ol 
June 22 was immediately preceded by the 
splintering ol the Shiromani Akali Dal. 
after a brief unity of four months, into 
several groups of barely any consequence, 
leading to the almost total irrelevance of 
Simranjit Singh Mann in State politics. 

The gap of over two weeks between the 
projected constitution of the tcnih Ixik 
Sabha and the date of the elections in' 
Punjab provides adequate scope lor 
devious arguments of the kind that has so 
far prevailed and whose sole contribution 
has been to aggravate a redeemable situa¬ 
tion. Justifying his party's decision to 
abstain from participating in the F'unjab 
elections Rajiv (iandhi has lurnished 
characteristically infantile reasons. It is his 
contention that the decision of the 
minority government on Punjab is il¬ 
legitimate, forgetting that as the abandon¬ 
ed progeny of his party whatever legiti¬ 
macy the government has ever possessed 
is the invention of the Congress(I) and 
overlooking also the fact that other deci¬ 
sions of as much if not greater signi¬ 
ficance taken by the same minority 
government have evoked no principled 
protest from him. And much given to con¬ 
structing the 'downside scenario’, he has 
argued that in the event of a hung pailia- 
ment and a secessionist-dominated 
assembly, the former will be able to do 
little about any move by the latter to 
secede. As president of a party whose 
entire recent histoiy has been a record of 
casual disregard for democratic norms 
Rajiv Gandhi in ob.structing the demo¬ 
cratic process in Punjab is merely adher¬ 
ing to tradition. 

Considerations other than the dangei 
of secession have also undoubtedly 
motivated the Congress(I)’s withdrawal 
from the proposed joint platform of the 


‘tnitjor political paths' and its intention 
to review the election notification if it 
returns to power. The party is well aware 
of its I0.SS of influence in the State and 
rather than make this obvious by con¬ 
testing, it has opted to conceal it behind 
jingoistic hyperbole. In addition, a 
judicious use of the ‘downside scenario’ 
will give some flesh to the party’s other¬ 
wise abstract appeal for a stable 
government. 

Likewise for the BJP, purveying the 
Hindu version of nationalism, a great 
show can be made by misconstruing even 
a demand for greater decentralisation by 
the Sikhs as one more instance of the 
minorities supposedly getting above 
themselves. The Left, particularly the 
CPI, has much to lose considering its 
erstwhile following in Punjab. By projec¬ 
ting the fear that the electoral loss of the 
mainstream parlies is the proportionate 
gain of secessionists, a disingenuous way 
will have been found to obstruct elections 
in Punjab. 

Consequently, contrary to the Election 
Commission’s brave but naive stance that 
the election process in the State under the 
April 19 notification is unalterable, there 
i!> a likelihood that no matter what the 
outcome of the general elections the new 
government may rescind the process. 
Already the BJP ha.s announced its mien 
lion to review the notification. Meanwhile, 
the killing ol candidates that is gradually 
under way will ensure countermanding in 
the affected constituencies. While the 
claim IS that this is the handiwork of rival 
militant groups, the antecedents of the 
State’s security establishment and its high 
stakes in preventing election make it dif¬ 
ficult to absolve the latter. „ 

Even so electioneering has commenced 
in Punjab and by all indications the 
vaiious militant groups, all avowedly un¬ 
compromising proponents of secession, 
are in seeming disarray amidst mutual 
allegations of financial impropriety and 
betrayal of the cause. Unity has eluded 
Sikh political groups and though each 
splinter celebrates its break as an advance¬ 
ment of the Panihic cause it is more likely 
that the scramble for seats is the operative 
cause. AISSF (Manjit) and what is left of 
Akali Dal(M) are contesting separately 
since the modalities of seat sharing could 
not be worked out despite the interven¬ 
tion of Damdami Taksal chief Baba 
T hakur Singh. A faction of the Akali Dal 
(Badal) ha.s split to form the .Akali Dal 
(Panihic). And even as the proliferation 
of Akali Dais proceeds apace the number 
of AlSSFs and Panthic Committees is also 
on the rise. The AISSF(M) split at 
Kapurthala, I-ero/epur and other places 
accompanied by damaging allegations 
against the leadership while three versions 
of the Panthic Committee with different 
electoral sympathies have emerged. And 
even as each group prefaces its commit¬ 
ment to boycott elections with a denun¬ 
ciation of all other groups for par- 


licipiting in tiecuom* an uncosc^Ma 
scramble for seats h on. 

SPECIAL 301 

Impermissible 

Procedure 

NO sooner were we taken off Super 301 
than we are back on clause Special 301 of 
the US Trade Act, this time in the com¬ 
pany of China and Thailand. India has 
been hauled up supposedly for not pro¬ 
viding suffleient protection to US patents. 
According to the US ambassador to India, 
William Clark Jr, the damage on account 
of insufficient protection to US patents 
“could be in the region of $ ISO million’’. 

Having been placed on the so<alled 
‘priority list’, retaliatory action on the part 
of the US government could follow unless 
a satisfactory process of negotiations for 
a solution—sati.sfactory to the US, that 
is—is set in motion. The Indian argument 
that such unilateral action on the part of 
the US government is inadmissible and 
improper because there arc international 
forums for dealing with bilateral disputes 
of this type, in this case the GATT, does 
not cut any ice with the US, on the ground 
that it is still not decided whether or not 
protection of intellectual property rights 
comes under the GATT’s purview. Indeed, 
India IS known to be opposed to letting 
GAIT' cover intellectual properly rights. 
Still, ihe basic Indian point remains that 
if m disputes relating to matters involv¬ 
ing economic relations between nations 
icsori IS taken to unilateral actions, the 
icsuli Is bound to go in favour of the 
economically slionget nations. Just 
because the GATT does not cover disputes 
in regard to protection of intellectual pro¬ 
perty lights, the US cannot claim freedom 
to threaten unilateral moves, particularly 
when the threats, were they to materialise, 
would most likely affect relations which 
would come within purview of the GATT. 

In this context it is relevant to note that 
soon alter placing India on the priority 
list of Special 301, the US government 
noiijicd the European Community as 
being on its ‘priority watch list’—which is 
not quite the same as the ‘priority list’— 
because of the alleged “barriers to entry 
of American TV programming embodied 
in the community’s broadcasting legisla¬ 
tion’’. Of course, the particular piece of 
offending legislation is scheduled to come 
into efieci later in the course of the year. 
So the US move is a sort of advance 
wai ning. 

But the point being made in Brussels 
IS no different from that in New Delhi, 
name‘y. that the US moves are totally con¬ 
trary to Uruguay Round understandings 
in regard to matters under negotiations. 
Whatever else the Uruguay Round nego¬ 
tiations succeed in realising, the resort to 
unilateral action must never be allowed, 
it does not matter how strong economical¬ 
ly a party to the dispute is. 
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ASSAM 

Justifying State 
Lawlessness 

THE Supreme Court’s decision to stay the 
Cuwahati High Court judgment on the 
Armed Forces Special Powers Act's appli 
cation in Assam adds yet another spark 
to the contentious issue of C entre State 
lelations 

The Act Itself has earned considerable 
notoriety during the last several years in 
the course ol its use in all the seven north 
eastern States, and of late in Punjab and 
Jammu and Kashmir Initially introduced 
as a temporary measure in 19S8, it has re 
mained in force for the past over thirty 
years A major amendment to the Act 
made in 1972 empowers the Centre to 
deploy troops into a State without the 
latter's consent In an important judgment 
on March 20 this year, the Ciuwahati High 
Court challenged the Centre’s right lo 
declare the whole of Assam as ‘disturbed 
area’ under the Armed forces Special 
Powers Act, which it did soon after the 
imposition of President’s rule and the 
dissolution of the Assam assemble in 
November last The High C outt ordeicd 
the withdrawal of the Assam Disturbed 
Areas Act from 12 of the 21 districts ol 
the State on the ground that there was 
no material to warrant the imposition of 
the Act” A division bench of the Supreme 
C ourt has now stayed the High ( curt 
ludgment and given the cvecuiive tree 
hand to act without being affected bv the*' 
High Court’s ordei 

Although lilt (luwahati High re>urt 
judgment did not rule out the Armed 
Forces Special Pisweis Act ii upheld a pan 
of the plea made in the Patch ol writ pen 
tions that challenged the validity of the 
Act It ruled that whenever the aimv made 
an arrest it must hand over the arrested 
person to the nearest police station within 
the shortest possible time and that such 
arrested persons must be produced before 
a magistrate within 24 houis of arrest It 
further said that the armj was empowered 
to arrest only such persons against whom 
there was some mateiial to show that they 
were involved in a cognisable offence, hut 
the armv would not have the powci to tak» 
each and every person into custody and 
thereafter release such innocent persons 
by giving them a clean chit Signilicantly 
however, the Supreme Couit division 
bench while staying the High Couit older 
haj asked the concerned authorities to 
obey the two above mentioned rulings 
made by the High Court 

Arbitrary arrests and defiance ut the 
civil administration by the army have been 
regular features in every place which has 
been brought undci the purview of the 
Armed Forces Special Poweis Act These 
issues formed the basis of the mam 
arguments made in the written submission 
in ‘Boodhbar’ vs Union ol India, C ivil 


Rule No 11 of 1991 before the CuwahMi 
"high Court It was pointed out 1^ the 
petitioner who challenged the constitu 
tional validity of the Act that the armed 
forces operating under the Act invariably 
committed serious cognisable offences in 
course of their arrests detentions, inter 
rogations, searches, seizures and raids In 
^e absence ol any clear guidelines to en 
sure that the armed foices operate under 
the contiol ol the civil administration, 
conflicts between the armed torces and the 
civil authorities are quite common 
Investigation by competent authorities 
becomes impossible and the tight ol the 
accused to a fair ti lal is thus jeopardised 
I he police have in cl feet been deprived ol 
iheir power to conduct investigaiions 
since they are not on ihc spot when the 
army airest people and they get the 
custody of the ariesitd person several days 
alter the anesi Thus the provisions of the 
Act violate those specific provisions of the 
C ode of C riminal Procedure which ensure 
basic safeguards tgamst unreasonable 
resfrit'ion on the liinJamentaf rights ol 
the ciiizcns 

It IS unforuinate that the High ( ouit 
failed to lake piopcr cognisance of the 
other major arguments made in the pcti 
lion relating to Stelion 4(a) ol 'he Act 
which confers powers on junior non 
commissioned otficcis lo shoot to kill and 
allegations ol torture by the armv The Al 
lorney General s argument in defence of 
such draconian mtasuies during the hear 
ing before the High ( ouit was that they 
arc justified m the bolder areas lo pioteci 
these Slates against esternal aggression 
and internal disturbance” The implicit 
assumption behind this argument is that 
ihe unity and inicgniy of India lelate 
only 10 Its itrriior al boundaries without 
taking into account the tundaineniaLnghis 
of the people living in those teriitories 
Unloriunatciv such reasoning seems to 
havi entered into judicial decisions also 


as even courts appear to ignore the plight 
of citizens of the border areas in the name 
of delending India’s ‘unity and integritv’ 

I NVIRONMLNIAl MOVEMENTS 

Changing Status 

LAST week the newspapers reported yet 
another case of police harassment of an 
enviionmtntalisf associated with the anti 
Narmada dam movement in Guiarat A 
young cnsironmentalist from Maha¬ 
rashtra, C hittarup Paiit, who had gone to 
a police station in Rajpipia taiuka of 
Broach district in Gujarat to enquire 
about the body of Manosh Skaria a lour- 
nalisi who had recently drowned in the 
Naimada, was abused and manhandled 
by the police causing her physical injury 
and was then charged with disturbing a 
police olticer on duiv and with vulgar 
behaviour in a police station 
The incident's just one among many 
sush that environmentalists in general and 
those in any way associated with the 
Naimada movement in paiticuiar are 
being subiccted to in Gujarat It is as if 
the ptditt now icgard all environmen¬ 
talists as worse than criminals and atp to 
be so treated In this case lor in* z cc, 
there was a legitimaic leason toi the 
inquiry Skaiia i beidy had not been tound 
evin alter sevcial days ol his dealh and 
the police had earlier been evasive about 
the incident pleading that it had taken 
plate in an aiea which was under the 
lurisdiction ut the Maharashtra police 
The polite seem lo have aitempied to 
blow beat Palit to obtain information 
about the movement and individuals in it 
Vk hen she lesisied these attempts she was 
threatened and abused 
It IS not that Ihe police are using new 
methods to harass cnviionmenial pro 
testers these art tiicd and tested methods 
in the police dossier having been used 
aeainsi the working class iht powerless 
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and the dispossessed for decades. What 
is significant is this; that so far, or at least 
till the beginning of the anti-Narmada and 
other environmental movements, the 
police had acted on the orders of ‘higher 
authorities' in the government. And such 
action was usually taken only during par¬ 
ticular mobilisations or events. But today, 
enviously, environmental protest and all 
activities associated with it have come to 
be regarded as anti-state activities at all 
limes. The consequences of the inier- 
naii.sation of such a view ol environmen¬ 
tal protest has dangerous implications. 
This means tor one thing that haras.sment 
of activists takes place without any 
reference to higher ups. It also implies that 
an important aspc'ci ot the democratic 
system, whatever its othei limitations, the 
right to protest, is being effectively eroded 
even though the system may show no signs 
of damage fiom such protest—at least as 
yet. Given this, it is imperative that civil 
liberties activists everywhere, regardless of 
their stand on the particular environ¬ 
mental issue, whether it be the Narmada 
I dam or the Koodankulam atomic power 
proieci raise the i.ssue in public. 

BANGLADhSH 

Compounding the 
Disaster 

NATURE'S fiiiy may make no distinction 
between the rich and the pooi. But clearly, 
the impact of natural disasters is much 
more intensely fell m poor nations—a 
consequence of theii location—geogra¬ 
phical, ecological and political- in the 
global enviiomnent. A tragic example is 
Bangladesh. Natural disasters have 
become a way of life there; the existence 
of a separate iclief ministry is an illustra¬ 
tion of this. And the recent devastating 
cyclone, many say the worst in over 20 
years, brings into focus the many factois 
which come into play when a natural 
disaster strikes a siruggling-to-dcvelop 
country. 

The cyclonc -at least a storm severe 
enough to cau.se prime minister Khaleda 
Zia to adjourn parliament for three 
days— had been predicted. And yet even 
the experience of past disasters—there is 
not a year when Bangladesh has not ex¬ 
perienced a cyclone or a severe storm, even 
though the damage has not always been 
as extensive—did not move the govern¬ 
ment to do more than this. While storm 
warnings were issued, there appears to 
have been no attempt to facilitate the 
movement ot people away from the 
danger fortes. Not that this would have 
been easy; people in the .south-western 
coast arc so used to storm warnings and 
are also so poor that they are not easily 
persuaded to leave their meagre po.sses- 
slons, then shelter and their means of 
livelihood. And ewen if they had been 


persuaded, the government had not the 
machinery to physically move the 
thousands of people and to settle them in 
safer places. And .again there probably 
was little indication of what might be 
‘safer' areas—a typical consequence of the 
limned systems of weather and storm 
foiccasting in most Third World coun¬ 
tries. Obviously the relief ministry in 
Bangladesh has functioned almost entirely 
as a set-up to facilitate the pet iodic 
routing of international relief funds rather 
than to take on such tasks as building up 
disastei-preparedness. But this time 
around the ministry appears to have failed 
in even this limned role—there have been 
leports ol unnecessary wrangles between 
contending ministries on who is to take 
charge of the lelief supplies coming in. 
That there is no emergency plan on how 
to swing various government departments 
into action in such a contingency is 
ominous, given that the coming monsoons 
will once again cause loss of crops, lives 
and livelihood. 

Apart Irom the human misery, for 
Bangladesh thc-disaster means a massive 
economic set-back—standing crops have 
been destroyed and tillable land inundated 
with saline water; the export processing 
/one and especially the garment industry 
have been severely damaged and the coun- 
tiy's majoi port, Chittagong, will need ex¬ 
tensive restoration to function again. It is 
peitinent to recall that in 1988 in the wake 
of ‘the worst evci floods in 40 years' then 
president Ershad had called for an urgent 
meeting of experts in the area Irom China, 
India and othei countries to inquire into 
the causes of iccurring floods in the 
country and had lequcsted SAARC to 
convene such a meeting. In December 1990 
such a meeting had indeed been convened, 
though not under SAARC auspices, with 
participation from international organisa¬ 
tions to discuss an action plan drawn up 
by the World Bank for the control of 
annual flooding in the country, and to 
‘alleviate the devastation caused by the 
Hoods' This plan had envisaged the in¬ 
stitution of not only several pilot projects 
and studies on Hood control and drainage, 
but also ecological impact studies, keeping 
in mind Bangladesh's delicate ecological 
balance. (The Bay of Bengal incidentally 
IS reported to produce 10 per cent of the 
world's cyclones,*) Nothing much has been 
heard of this massive project since then, 
though the current disaster will very likely 
revive it. 

Clearly, caught in the trap of repeated 
disasters countries like Bangladesh have 
no choice but to become increasingly in¬ 
debted to the North through the World 
Bank or other institutions and ‘restora¬ 
tion of democracy’ will remain only a 
phrase to be bandied about by political 
partie.s. If SAARC is to ever function as 
an alternate support system it is issues 
such as these which must be the focus of 
inira-regional action. 


TWENTY YEARS AGO 

EPW, May 8, 1971 

The decision to appoint a cabinet 
minister in charge of planning portends 
a major charge in the planning set-up— 
the first formal change of consequence 
since the appointment of the commission 
two decades back (the much talked of 
reorganisation in 1967 having amounted 
to nothing more than .a change of 
members)... Now for the first time, the 
tasks which were given to the Planning 
Commission have been formally assign¬ 
ed to the new ministry of planning... 
The prime minister did not say what role 
was envisaged for the Plaiming Commis¬ 
sion in the new set-up it seems to have 
been assumed—perhaps correctly since 
it is difficult to conceive of two parallel 
agencies with exactly the same set of 
functions—that the commUsion will 
henceforth have a considerably reduced 
status. 

The myth of an independent Planning 
Commission has obscured the fact, 
which should have been obvious all 
along, that the real, and in fact only, 
underpinning that planning can have is 
the commitment to it of the political 
leadership which mcaas, in effect, the 
government of the day . That it is this 
commitment which makes ail the dif¬ 
ference could be seen in the virtual 
demise of plaiming towards the end of 
the Third Plan when the Central govern¬ 
ment under the late lal Bahadur Shastri 
just simply lost interest in the whole 
business. Proof of a different kind may 
be seen in the sterility of the Planning 
Commission under the late D R Gadgil 
when it sought to assume independent 
postures vis-a-vis the government on 
matters which belonged to the realm of 
political decision-making (e g, na¬ 
tionalisation of banks, industrial licen¬ 
sing policy). 

★ * ★ 

One consequence of rapid branch 
expansion—a laudable achievement in 
itself—has been the high level of cash 
balances banks have maintained during 
the current year... Why did they lock up 
funds in idle cash? The answer lies pro¬ 
bably in the rapid branch expansion and, 
even more perhaps, in the random pat¬ 
tern of branch expansion... Is it likely 
that the idea of fostering competition 
among the banks, especially the na¬ 
tionalised banks, has been carried a lit¬ 
tle too far? The case for competition in 
metropolitan cities and the larger 
towns —the biggest deposit and advances 
centres—is unquestioned, but need the 
principle be extended with the same 
vigour to backward rural areas which are 
being opened tqt to banking for the first 
time? 
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COMPANIES 


Higher Profit through Cost 
Reduction 


Kumaran I*ola 

COASTAl PAPtRS achieved a 55 per 
c«nt growth in net sales on annualised 
basis to Rs 16 41 crore during the year 
lendrd March II, 1991 As shown by a 
lower expenses to sales i^tio of 0 88 1 in 
1989-90 compared to 0 941 in the 
preceding year, the company was able to 
achieve a drastic reduction in the cost of 
operations Therefore, it could increase its 
operating profits by 144 per cent to 
Rs 2 39 crore and net profits by 321 per 
cent to Rs I 60 crore The company pro 
duced 15,059 tonnes of paper during the 
year as against 18,282 tonnes during the 
18 month preceding period 
The overall return on investment more 
than quadrupled to 19 66 per cent during 
1989 90 from 4 70 per cent duiing the 
preceding year Behind this improvement 


was the rise in assets utilisation ratio from 
1 311 to 2 021 and an impressive spurt in 
the net profit margin from 3 59 per cent 
to 9 75 per cent The company earned for 
Its shareholders a return on owners’ equity 
at 59 26 per cent in the latest year as 
against 30 40 per cent in 1988 89 
With the bolstering of the equity base 
on account of the ploughback of profits 
dunng the year, the proportion of debt in 
the capital structure of the company was 
brought down Hence, the equity ratio 
stood lower at 1191 in 1989-90 compared 
to 2 961 in the preceding year The com 
bined effect of lower interest charges on 
the one hand and higher operating pro 
fits on the other during the year was the 
spurt in the interest coverage ratio from 
1 86 times in 1988 89 to 4 98 times m thv 
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latest year The short-term liquidity posi¬ 
tion of the company was also comfortable 
with a current ratio of 2 78 in 1989-90 
comparea to 2 44 in the preceding year 
This was explamed by considerable deple¬ 
tion in the current liabilities 

There was a funds-flow of Rs 2 08 crore 
dunng the year Of the sources of funds, 
neaily 70 per cent was contnbuted by 
reserves and surpluses which increased by 
Rs 145 crore on account of transfers from 
profit and loss account Increase in short¬ 
term loans on account of cash credit from 
banks contnbuted another Rs 0 22 crore 
to the sources of funds The remaining 
sources of funds were the decreases in in¬ 
ventories by 0 32 crore and cash and bank 
balances by Rs 0 09 crore. The company 
utilised the funds in the following man¬ 
ner decreases in current liabilities and 
provisions Rs 0 89 crore to liquidate bills 
payable, decrease in long-term loans 
Rs 0 72 crore to repay term loans from 
institutions and increases in net fixed 
assets by Rs 014 crore, receivable Rs 014 
crore and miscellaneous current a'^sets 
Rs 019 crore 

The company has promoted a new 
company, Riverdale Hotels, for which cer¬ 
tificate to commence busines has been 
obtained In view of the expansion-curo- 
modernisation scheme already on hand, 
the implementation of the hotel protect 
IS being delayed However, necessary steps 
for identifying required architects and 
consultants have been initiated for the 
project which svould be implemented after 
taking final approval from ICICI 


IDL CHfeMICALS 

Setback Despite Higher 
Production 

IDL CHEMICALS achieved a nominal 2 
pci cent growth in sales on annualised 
basis in 1989 90, it suffered a setback in 
profits and profitability The net profits 
of the company dechned by 27 per cent 
on annualised basis to Rs 2 78 crore. This 
happened despite the expenses to sales 
ratio remaining steady at 0 90.1 in both 
years The quantify of high explosives pro¬ 
duced increased to 24,759 tonnes from 
17,416 tonnes Net sales amounted to 
Rs 63 02 crore 

The overall return on investmem deciui- 
ed to 3 90 per cent during 1989-90 fttm 
5 93 per cent on annualised basis dunng 
the preceding period The detenoration in 
the assets utilisation ratio from 095 I m 
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i%8>89 to Q.S8:i in tt» latest year and ttie 
worsening of the net profit margin from 
6.22 per cent to 4.41 per cent acted joint¬ 
ly to push down the rate of return on 
investment. The company earned for its 
shareholders a lower return on owners’ 
equity at 9.49 per cent during the year as 
compared to 13.72 per cent on annualis- 
:il basis in the preceding period. 

in view of the meagre accretion of 
funds from operations, the company was 
forced to resort to borrowing, both short¬ 
term and long-term during the year. 
Therefore, the capital structure showed a 
debt/equity ratio of 0.87:1 in 1989-90 as 
against 0.74:1 in the preceding year. This 
contnbutea to worsening of the interest 
coverage ratio from 3.07 times in 1988-89 
to 2.32 times in the latest year. Never¬ 
theless, the company improved its working 
capital position during the year, its cur¬ 
rent ratio going up to 2.78 trom 2.44 in 
the preceding year. As against a nominal 
addition to current liabilities and provi¬ 
sions, substantial additions were made to 
inventories, receivables and cash and bank 
balances during the year thus improving 
the short term liquidity position of the 
company. 

The company experienced a funds-flow 
of Rs 6.71 crore during the year. The 
sources of funds consisted of increases in 
reserves and surpluses Rs 1.40 crore, cur¬ 
rent liabilities and provisions Rs 0.44 
crore, short-term borrowings Rs 3.76 crore 
by way of cash credit from banks and 
fixed deposits and long-term borrowings 
Rs l.tO crore. The company utilised most 
of the funds to increase current assets: 
inventories by Rs 1.63 crore, receivables by 
Rs 2.16 crore, cash and bank balances by 
Rs 0.33 crore and miscellaneous current 
assets by Rs 2.SS crore. A small amount 
of Rs 0.03 crore was used to increase net 
fixed assets. 

The company has submitted applica¬ 
tions for industrial licences for oil field 
chemicals, amines and refampicin. It pro¬ 
poses to implement a gypsum project 
through the associate company, Coro¬ 
mandel Gypsum, in Visakhapatnam. 

NAV BHARAT FERRO ALLOYS 

Sharp Rise in Costs 

NAV BHARAT FERRO ALLOYS ended 
up with negative growth rates of 5 per cent 
in operating profits anri 28 per cent in net 
profits in the year to March 31, 1990 
despite a 25 per cent increase in net sales 
on annualised basis Net sales reached 
Rs 76.98 crore and the operating and net 
profits earned amounted to Rs 5.79 crore 
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and Rs 1.36 crore reapbctively. The spurt 
in raw materials cost by IS per cent, 
eiriployces cost by 34 per cent, deprecia¬ 
tion by 23 per cent and other expenses by 
37 per cent, all on annualis^ basis, 
pushed up the expenses to sales ratio fr6m 
0.92:1 to 0.94:1. This explained the decline 
in profits during the year. 

Production of ferro silicon during 
1989-90 amounted to 19,431 tonnes as 
compared to 15,259 tonnes during the 
preceding nine-month period. The direc¬ 
tors .say that but tor the frequent power 
shut-downs and power restrictions, pro¬ 
duction could have exceeded the licensed 
capacity of 20,000 tonnes. In the Pugalur 
sugar factory, the cane crushed during the 
year was 2.96 lakh tonnes resulting in a 
sugar production of 28,640 tonnes. This 
represented an average sugar recovery of 
9.76 per cent. During the preceding year, 
the cane crushed and sugar produced 
amounted to 1.72 lakh tonnes and 16,498 
tonnes respectively, with an average 
recovery of 9 7-1 per cent. In the marine 
products division, the company was able 
to export 305 tonnes of shrimps worth 
Rs 3.42 crore during 1989-90 compared to 
252 tonnes worth Rs 2.83 crore in the 
preceding year. There were spurts in pro¬ 
duction at the Samalkoi sugar factory 
complex as also the carbon dioxide divi¬ 
sion whereas the production of rectified 
spirit in the distillery was lower during the 
year 

The overall return on investment declin¬ 
ed from 3.97 per cent to 2.54 per cent as 
there was deterioration in the net profit 
margin on sales from 3.54 per cent in 
1988-89 to 2.03 per cent in 1989-90. On 
the other hand, a.ssets utilisation improved 
as shown by the rise in the sales to assets 
ratio to 1.25:1 in 1989-90 from 1.12:1 in the 
preceding year. The directors could report 
only lower return on owners’ equity at 
12.04 per cent in 1989-90 compared to 
18.16 per cent during the preceding period 
on annualised basis. 

The setback in profits and the reduc¬ 
tion in ploughback of profits to reserves 
and surpluses component of the owners’ 
equity brought about a change in capital 
structure in favour of debt. The debt/ 
equity worked out to 1.18:1 in 1989-90 
compared to 1.08:1 in the preceding year. 
The fall in profits and the spurt in interest 
expenses led to worsening of the interest 
coverage ratio from 1.77 tonnes in 1988-89 
to I 45 times in the latest year. The cur¬ 
rent ratio only marginally improved from 
1.22 to 1.26 showing a more or less steady 
position in short-term liquidity. 

The balance-sheet changes showed a 
funds flow of Rs 8.32 crore. The funds 


were raised ttiroui^ fncieuel in (luue 
capiul Rs 0.36 crore; reserves and surplus 
Rs 0.63 crore, current liabilities and pro¬ 
visions Rs 3.3S crore, short-term borrow¬ 
ings Rs 0.43 crore and long-term borrow¬ 
ings Rs 1.94 crore; Decreases by Rs 0.94 
crore in miscellaneous current assets and 
by Rs 0.67 crore in intangible assets were 
the remaining sources of funds. The long¬ 
term funds thus came through borrowings 
from institutions and banks. The com¬ 
pany issued equity and preference shares 
to the shareholders of Andhra Foundry 
and Machine Company while amalga¬ 
mating it with Nav Bharat Ferro Alloys. 
The company utilised the funds to in- 
crca.se various as.sets; net fixed assets by 
Rs 1.97 crore representing additions to 
plant and machinery, inventories by 
Rs 4.46 crore in raw materials, work-in- 
progress as also finished goods 
receivables, by Rs 1.42 crore, cash and 
bank balances by Rs 0.37 crore and 
investments by Rs 0.11 crore. 

The company has obtained a letter of 
inieni for the manufacture of^5,000 ton¬ 
nes pei annum of sifico manganese in 
Madhya Pradesh and another for the 
manufacture of 15,000 tonnes per annum 
of high carbon ferro chrome in one of the 
company's existing furnaces at Paloncha 
intended for the manufacture of calcium 
silicide as a measure of diversification. 

SBI CAPITAL MARKETS 

Growth with Innovation 

SBI CAPITAL MARKETS, the wholly- 
owned merchant banking subsidiary of 
State Bank of India, completed its Fifth 
accounting year on March 31, 1991. In 
spite of a general slowdown during the 
year in (he country’s primary market 
activity and some uncertainties thrown up 
by the macro-economic and political 
scenario, the company closed the year on 
a successful note with all the key business 
segments registering good growth. Gross 
income at Rs 118.93 crore (Rs 68.75 crore) 
recorded an increase of 72 per cent. Pro- 
Fit before taxation was Rs 26.48 crore 
(Rs 21.73 crore) and after taxation provi¬ 
sion of Rs 1.41 crore (Rs 3.67 crore) the 
net profit of Rs 25.07 crore was up by 39 
per cent over last year’s Rs 18.06 crore; 
Dividend has been raised from 18 per cent 
to 20 per cent on the enhanced equity of 
Rs 50 ' rore, raised from Rs 20 crore. 

SBICAP continued to retain its pre¬ 
eminent position in issue management 
activity. During the year, it lead-managed 
128 issues out of 264, the highest by any 
merchant banker, and helped mobilise 


Economic and Political Wbekly May II. 1991 



Rs 2,611 orore repiaemiiig riper cm or 
the tiotai amount ndwd. The only public 
lector bond issue to public during the 
year, viz, Indian Railway Finance Cot- 
poration’s Rs 100 crore issue was lead- 
managed by SBICAR The post-issue per- 
fbrmance of the issues managed by 
SBICAP has also proved satisfactory. 
Over 90 per cent of the issues managed 
1^ SBICAP during 1987-88,1988-89 and 

1989- 90 are quoted above par. Out of 
Rs 1,066 crore of privately placed bond 
issues handled by SBICAP, 68 per cent 
were placed with financial and investment 
institutions evidencing the company’s 
significant placing capabilities. 

In the area of loan syndications, the 
company completed 24 assignments ag¬ 
gregating Rs 245 crore. Further, SBICAP 
was mandated for syndicating a Rs 650 
crore term loan, the largest ever syndica¬ 
tion of term loan by banks in the country. 

Leasing remained a thrust area during 

1990- 91 and total disbursements at 
Rs 79.73 crore were more than double the 
disbursements of Rs 34.35 crore in 

1989- 90. The lease income of Rs 24.80 
crore recorded an increase of 82 per cent. 
With the signing of the US Exim line of 
credit amounting to $ 10 million, the com¬ 
pany would be able to extend lease finance 
for imported equipment in foreign cur¬ 
rency. The company plans to diversify into 
hire purchase of industrial equipment in 
the current year. 

in the area of Commercial Paper, where 
SBICAP has done pioneering work, out 
of the 36 issues authorised by RBI during 
the year, 24 were managed by SBICAP 
involving an aggregate amount of 
Rs 170.2 crore. SBICAP is also engaged 
in the trading of Certificates of Deposits 
issued by banks and total trading in 

1990- 91 was Rs 116.50 crore which showed 
a ten-fold growth over the previous year. 

As part of advisory services, during the 
year, mandates were received for capital 
restructuring of three companies including 
two large public sector undertakings. 
Another assignment for restructuring the 
asset ownership of a company is under 
negotiation. SBICAP also acted as ad¬ 
visers to National Housing Bank in rais¬ 
ing US $ 25 m under US AID programme. 

A second tranche of NRI bonds was 
raised during the year with SBICAP ac¬ 
ting as managers to the issue. The total 
collecctions were in excess of $ 260 
million. This successful raising was 
accomplished in the face of a difficult 
market situation and lowered country 
rating for India. SBICAP continues to be 
the Indian adviser to India Magnum 
Fund, the largest privately placed coun¬ 


try fbnd ao Off. The funtL being maingM 
jomtiy with Morgan Stanley Assets 
Management of the US, bat mobilised 
$ 50 m (thereby taking the total of 
S 206 m) in the second tranche during the 
year. SBICAP is the sole investment 
manager of the India tranche of S 12 m, 
raised by Asian Convertibles and Income 
Fund. 

SBICAP has evolved suitable imple¬ 
mentation stral^pct in regard to privatisa¬ 
tion of some public sector units, so that 
the process could be set in motion as soon 
as a final view on the subject is uken by 
the government of India. 

SBICAP is the trustee and manager to 
SBI Mutual Fund. During the year, the 
Fund has continued to reach out to small 
investors, through a diversified product 
range. The number of investors under 
Magnum Schemes recorded a 75 per cent 
growth during the year, from 3,70,000 to 
over 6,50,000. Four new schemes were 
launched in 1990-91, the last of which is 
still on tap. In all, the four schemes are 
expected to raise about Rs 500 crore which 
would raise public investment in the 
Fund’s domestic schemes to about 
Rs 1,100 crore. Of the new launche,, une 
was the Magnum Multiplier pure growth 
scheme, aimed at meeting the long-felt 
need of SBIMF investors for this type of 
product. 

IPCT. 

Many-Sided Growth 

INDIAN PETROCHEMICALS COR¬ 
PORA! ION’S turnover in 1990-91 moved 
up 12 per cent to Rs 1,325 ciore-while 
gross profit was Rs 259 crore. according 
to provisional figures. During 1989-90, 
IPCL’s turnover had a larger sha'C of 
traded goods at Rs 217 crore (18 pef cent), 
which was Rs 134 crore (10 per cent) 
during 1990-91—a drop of 38 per cent. As 
against this IPCL’s own products' 
turnover went up from Rs 962 crore to 
Rs 1,191 crore—a rise of 24 per cent. 

IPf'L’s Baroda complex achieved a 
capacity utilisation of 91 per cent, not 
counting the xylenes plant which was con¬ 
strained severely by feedstock availability. 
An all-time high production Ics'el was 
recorded, 13 per cent higher than in the 
previous year. Additional production was 
of the order of 45,000 tonnes compared 
to the previous-yegr. On the energy con¬ 
servation front the Baroda complex 
reported a reduction of 4.5 per cent with 
a specific energy consumption of 7.41 
million KCal/tonne. This is equivalent to 
a saving of Rs 8.5 crore. 


However, iFCL's Maiwnsnua gas 
cracker complex (MGCC) at Nagothane 
had an accident in November 1990 which 
has pul its commissioning behind 
schedule by six months and led to a loss 
of Rs 37 crore by its non-operation. Ef¬ 
forts are on to put MCCC back into 
operation by May 1991. 

The CATAD division' of IPCL at 
Thane, which was consistently a loss¬ 
making unit acquired from a private sec¬ 
tor company in 1987, was made profitable. 
This was achieved with an emphasis on 
speciality catalysts like isomensation and 
reforming in its product mix and bring¬ 
ing in synergy between IPCL’s research 
base and CATAD. 

IPCL’s proposed third petrochemical 
complex at Gandhar is apected to be 
cleared by the Public Investment Board. 
This Rs 2,915 crore gas-based complex in 
Bharuch in Gujarat would have a com¬ 
posite plant for supply of C2/C3 feed¬ 
stock, to be jointly implemented by IPCL 
alongwith GAIL and/or ONGC. Apart 
from pioneering a new generation of 
chemicals such as alpha olefins, alcohol 
ethoxylates and primary alcohols, the 
Gandhar complex will be unique in its 
planning for a total area development pro¬ 
gramme, local technical and entrepreneur 
skill development and infrastructure 
development. 

The joint-venture proposal for 
engineering plastics between IPCL and 
General Electric Plastics of Netherlands 
received government approval during the 
yeai. A 50.50 equity participation, the 
R.s 700 crore joint venture will bring to 
India levolutionary engineering plastics 
used in defence, security, business 
machines, etc. 

IPCL’s 4.4 million contract, signed this 
February with the National Petrochemical 
Company, Iran, for training .300 person¬ 
nel from Iran, in the first phase, signalled 
IPf'L’s entry into overseas contracts. The 
understanding with NPC. Iran, also 
covers working on a joint venture. A com¬ 
mittee has been appointed to esaminc the 
Iranian joint venture offer. A .separate 
petrochemical joint venture on the anvil 
in West Asia made further paigress during 
the year. 

1990-91 also saw IPCl entering the 
field of speciality fibres with its 12 ton¬ 
nes/year pilot plant for carbon fibre going 
into commercial production. This 
research-based facility places India on the 
world map of producers of strategic 
material used in defence, aerospace, 
artificial implantation, etc The first con¬ 
signment for the defence research pro¬ 
gramme was made on March 30. 


1195 


AffiH Plniltfu*sil Mav II 1041 



STATISTICS 


VttMtion (per cent) 


Index Numben of Wholeaale Prices 


Latest 

Over 

Over 

Over 





(1981-82 ^ 100) 

Weight 

Wtek 

Last 

Last 

March 

In 

In 

in 

In 



n-4 91 

Month 

%ar 

31. 1991 

90.91** 

89-90 

88-89 

87-88 

All Commodities 

1714 

1920 

06 

II1 

04 

10 2 

7J 

8.2 

5.8 

Primary Articles 

1669 

197 3 

05 

162 

08 

131 

4.9 

11.3 

91 

Fbod Articles 

177 3 

2118 

— 

16 5 

02 

119 

99 

90 

lOJt 

Non-food Articles 

176 4 

215 2 

17 

207 

1 3 

169 

-17 

21.6 

113 

Fuel, Power, Light and Lubneants 

164 9 

188 6 

07 

13 8 

— 

119 

5.5 

35 

67 

Manufactured Products 

174 7 

189 6 

07 

78 

05 

119 

94 

72 

37 






Wuiation (per cent) 



Cost of Living Index 


latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1990 

1989-90 

1988-89 

87-88 

8647 

Industrial Workers 1982 - 100 

202' 

1 5 

161 

141 

65 

91 

92 

87 

Urban Non Manual Employees 1984 83 100 

163” 

06 

110 

12 2 

69 

63 

90 

79 

Agricultural Labourers luly 60 to 

828'= 

05 

100 

12 5 

32 

114 

99 

47 

June 61 - 100 














Variation (per cent in 

brackets) 



Money and Banking 


1 atesi 

Over 

Over 

Over 






Week 

Last 

Last 

March 23, 

In 

In 

In 

In 



<03 4 91) 

Month 

Year 

1991 

90 91 

89 90 

88 89 

87-88 

Money Supply (M,) 

Rs crore 

2 70.668 

8,672 

34,977 

6,714 

34.300 

28,371 

22,027 

22,295 



(3 3) 

(14 8) 

(2 

(14 9) 

(181) 

(15 7) 

(18 8) 

Net Bank C redit to Governmcni Sector 

Rs crore 

1,43.379 

3,779 

23,697 

5,090 

21.778 

12,715 

12,811 

12,776 

Bank Credit to C ommercial Secio' 

Ks crore 

1,72,292 

5,117 

18,198 

2,335 

19,552 

20,531 

12,389 

11,294 

Net Foreign Fxch Assets of Banking Sector 

Rs crore 

7,977 

-409 

1,428 

40 

1,429 

637 

682 

1,314 

Deposits of Scheduled Commercial Banks 

Rs crore 

1.98.069 

9,423 

26,627 

7 420 

24,230 

22,041 

15,321 

17,320 



(3 0) 

(13 3) 

(3 9) 

(14 3) 

(18 7) 

(149) 

(20 3) 

Foreign Exchange Assets 

Rs crore 

3.784 

383 

1886 

214 

1,710 

-830 

-508 

604 




1 13 4) 

( 66 7) 

( 3 4) 

( 30 0) 

( 116) 

(-66) 

(8 6) 

Index NumlH'rs of Industrial 

Weights 

La test 








Production 


Month 

Averages lor 


Variation (per cent) 


(1980 81 - 100) 


(Oci 90) 



In 

In 

In 

In 

In 




1990 91 

1989 90 

1989 90 

1988 89 

1987-88 

1986 87 

1983 86 

General Index 

1000 

196 2 

2000 

180 3 

83 

87 

7 3 

91 

87 

Mining and Quarrying 

II 3 

l%0 

204 3 

197 8 

39 

79 

38 

62 

42 

Manufacturing 

77 1 

191 7 

193 1 

173 2 

83 

87 

79 

93 

97 

Electricity 

n 4 

227 1 

228 3 

212 9 

10 7 

93 

77 

10 3 

85 

Basic Indusiiics 

39 4 

NA 

NA 

NA 

NA 

99 

96 

92 

68 

Capital Goods Industries 

16 4 

NA 

NA 

NA 

NA 

74 

39 

18 2 

106 

Intermediate f>oods Industries 

20 5 

NA 

NA 

NA 

NA 

II 3 

48 

44 

75 

Consumer Cjoods Industries 

23 6 

NA 

NA 

NA 

NA 

60 

63 

71 

12 3 

Durable Goods 

26 

NA 

NA 

NA 

NA 

22 1 

78 

18 9 

18 7 

Non Durable Goods 

210 

NA 

NA 

NA 

NA 

24 

62 

49 

115 

Foreign Trade 

Unit 

Latest 

C umulative lor* 








Month 
(Ian 91) 

1990 91 

1989 90 

1989 90 

1988 89 

1987 88 

1986 87 

1983 86 

t xporis 

Rs crore 

3 024 

26,236 

22,104 

27,681 

20,302 

13,741 

12,452 

10,895 





(36 3) 

(29 0) 

(26 2) 

(14 3) 

( 72) 

Imports 

Rs crore 

4,131 

33,890 

28.933 

35.412 

28,194 

22,399 

20,0% 

19,658 






(s25 6) 

(+23 9) 

(112) 

(2 2) 

(14 7) 

Balance oi Trade 

Rs crore 

1,107 

9,666 

6.831 

7 731 

7892 

6,658 

-7,644 

8 763 

Employment Exchange Statistics 

Unit 

1 atesi 

Cumulative tor* 








Month 
Aug 90 

1990 

1989 

1989 

1988 

1987 

1986 

1985 

Number of Applicants on L tve Register 
as at end of ^riod 

Thousand 

34.286 

34,286 

32,127 

303736 

30,050 

30,247 

30,131 

26,270 

Number of Registrations 

Thousand 

607 

4.318 

4,334 

6,576 

5,963 

5,465 

5,535 

5,822 

Number of Vacancies Notified 

Thousand 

43 

340 

424 

600 

543 

621 

623 

675 

Number of Placements 

Thousand 

18 

186 

193 

289 

329 

J60 

351 

390 

Income 

Unit 

1989 90 

1988 89 

1987 88 

1986-87 

1985 86 

1984-85 

1983-84 

1982-83 

Gross Domestic Product (current prices) 

Rs crore 

3,92,524 

3,49.105 

2,94,408 

2,60,442 

2,34,159 

2,07,869 

1,85,991 

1,58,851 

(iross Domestic Product (1980 81 prices) 

Rs crore 

1.95,237 

1,85,543 

1,20,716 

1,63,924 

1,37,348 

1,49,966 

1,44,310 

1.33,469 

Per f apiia Income (1“*'' 81 prices) 

Rupees 

2,142 

2,078 

1,910 

1,881 

1852 

1,804 

1,780 

1,682 


* For Lur.cnl year upio lalcM month for which data are available and lor corresponding penod of last year 
** Excluding gold and SDRs + Upto latest month for which data are available NA Not available 
t -f Provisional data @ Quick estimates 

Noia. (I) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on 
(2) Figures in brackets denote percentage variation over previous period 
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P€M.!CY FDOIWarES 


Who Is Afraid of Bank Disclosure? 

D IN Ghosh 


The current initiatives towards reform of the financial system are 
mainly in the form of diversification of money market 
instruments and establishment of new agencies for widening and 
deepening the range of services in the financial market. These 
reforms cannot, however, correct the inherent systemic deficiencies 
in the core area of financial intermediation. Far more effective 
will it be to use the instrument of fuller public disclosure to put 
financial institutions to the test of the market-place. 


IN the recent public is$ue by the ICICI, 
sharp questions were raised on the inade¬ 
quacy of financial disclosure in the pros¬ 
pectus. Financial journalists were persis¬ 
tent in the assertion of their right to be 
apprised of the quality of the asset port¬ 
folio and the order of provision against 
bad and doubtful debts. The true state of 
affairs of the banks and financial institu¬ 
tions has become matters of serious public 
concern. There are uncomfortable signs 
of faltenng confidence in the strength and 
viability of the system. 

The banking system enjoys a somewhat 
privileged status, thanks to the time- 
honoured convention of preserving the 
confidentiality of the operations of its 
clients. It is widely believed that the plea 
of confidentiality is over-stretched in the 
name of preserving the delicate fabric of 
credit. Data released by different institu¬ 
tions are too meagre for any informed and 
discriminating judgment on matters of 
financial soundness, asset quality, 
prudence in management of funds, effi¬ 
ciency in payment mechanism and 
reasonableness in cost of financial 
intermediation. 

What is available to the public is the 
balance-sheet and the report of the 
auditors on the balance-sheet. This is sub¬ 
ject to several limitations. A bank is 
debarred from disclosing its total income. 
A fine print in the appendix to the Bank¬ 
ing Regulation Act prescribing the format 
of the accounts gives it the special .sanc¬ 
tion that the income be shown after 
deducting the provision for bad and 
doubtful debts and what it has provided 
is not required to be disclosed. 

Ykrdsticks for making provision for bad 
and doubtful debts are not uniform: they 
vary widely and significantly as between 
different institutions. To mention a few 
issues by way of illustration; At what 


point should the bank treat a debt as bad 
and doubtful of recovery? If the schedule 
for the repayment of principal and interest 
is not adhered to, does it automatically 
become a non-performing loan? If the 
loan is rescheduled to take into account 
the borrower’s fluctuating fortunes, could 
it count on the benefit of doubt? Again, 
if there is adequate security cover, is the 
bank obligated to make any provision? 
Also, availability and realisability of any 
specific security gives scope for wide 
divergence of views. Differences between 
management and auditors on these com¬ 
plex issues come to be incorporated 
discreetly in the notes forming part of the 
accounts. Drafted carefully and skilfully, 
the notes protect the auditors and at the 
same time do not damage the credibility 
and image of the bank. It is virtually im¬ 
possible to cut through the camouflage to 
interpret the true underlying trends. 

While ICICI did not disclose its provi¬ 
sions, it pointed out, and rightly .so, that 
no single institution could afford to take 
a unilateral decision in the matter, but that 
ICICI would be fully prepared to disclose 
its affairs provided all banks and finan¬ 
cial institutions opened their book.s. 
Disclosure requirements and standards 
have always evoked lively interest among 
academicians, financial journalists and 
public regulatory agencies in the 
developed countries. Surprisingly, there 
has been no structured and informed 
debate and discussion in India. The 
criteria for judging non-performing 
assets, quantification of provision, the ex¬ 
tent and standard of disclosure—all these 
are matters which call for reconciliation 
of conflicting views and adoption of a 
uniform code and convention. 

What should be the object of such a 
code? Transparency in the matter of pro¬ 
vision for bad and doubtful debts is not 


an end in itself. The central issue is to 
enhance the operational and functional 
efficiency of each unit in the financial 
system. The range and depth of disclosure 
must be designed to put all the units in 
the system on the reform path towards 
greater efficiency. 

The current initiatives towards reform 
are mainly in the form of diversification 
of money market instruments and esta¬ 
blishment of new agencies in the public 
and private sector for widening and 
deepening the range of services in the 
financial market. These reforms cannot, 
however, correct the inherent systemic 
deficiencies in the core area of financial 
intermediation; its cost, archaic payment 
mechanism, outdated system and tech¬ 
nology, deteriorating asset quality and 
growing incapability to absorb risks are 
clearly matters of serious concern. It is 
naive to assume that infusion of private 
ownership in the public sector banking 
unit.s, which goes generally by the name 
of privati.sation, will necessarily remove 
some of the major deficiencies which are 
not linked to the ownership pattern. It is 
crucial that each unit is put to the test of 
the marketplace and this may be initiated 
through the disclosure route. Each unit 
will be driven to reach certain efficiency 
parameters to keep it stiong, stable, viable 
and competitive as well as to comply with 
the regulatory requirements of the 
monetary authority. The pressure and 
forces that will thus be generated will set 
in motion the adjustment process. The 
managerial responses of each unit will 
markedly differ, depending on their 
respective financial position and the nexus 
with its customers and other players in the 
market. The adjustment process will 
acquire its own dynamics. One cannot, 
therefore, unambiguously predict or chart 
out the trajectory of the adjustment pro¬ 
cess. It is nut unlikely that the viability of 
the non-competitive institutions may be 
threatened, particularly those in the public 
sector that have long enjoyed protection 
from the authorities against any rough en¬ 
vironment. If di.sclosure lends to trigger 
a crisis of confidence, the authorities 
should step in, but such a contingency, 
even if likely, should not be an argument 
for shying away from using di.sclosure as 
the key to reform and holding back the 
adjustment process. 

For the adjustment process to be 
smooth, the market participants would 
legitimately expect a level playing field. 
Certain minimum preconditions have to 
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be ensured. Each unit must be allowed the 
requisite freedom and flexibility to operate 
as an independent decision-maker in the 
matter of earning, liquidity, asset quality 
and cost of intermediation. Second, the 
subsidy element in the directed lending 
programmes must not be a charge on its 
proftls; this has to be reimbursed explicitly 
from the budgetary resources, even if the 
public sector banks continue to be the 
vehicles for such lending. (This is not 
something novel in public sector banking; 
in the case of the State Bank of India, the 
losses attributable to the branches opened 
at the behest of the government used to 
be reimbursed to it from a special fund.) 
Third, adequacy of capital in relation to 
the risk-weighted assets must be brought 
to internationally accepted standards. 

Given a consensus on the goals to be 
achieved and an understanding of the cur¬ 
rent condition.s, the regulatory authorities 
will have to induce appropriate goal- 
adequate behaviour.' Their rules of the 
game have to change. They have to 
develop and sharpen their response and 
listen to the market and fine tune the 
nature and quality of intervention to cor¬ 
rect any destabilising influence. This 
would demand not less but more watchl ul 
regulation, not less but more frequent in¬ 
teraction with the actors in the market, 
not less but more guidance in complex 
situations, but overall, certainly, less 
interference in the managerial decision- 
making process. 

Can we succeed in embarking on the 
route to reform? Each of the groups con¬ 
cerned with the operation, management 
and regulation of the system has a vested 
interest in the preservation of the status 
quo. Bank managements, employees, the 
industrialists, the politicians and the 
regulatory authority—ail have an interest 
in preserving the fine print and in 
shielding the banks from full public ga/e. 
The system is becoming too flabby 
without any commensurate increase in 
produaivity and efnciency iivthe payment 
and money transmission mechanism. The 
true cosit of intermediation, if it comes 
out, could perhaps be a serious indictment 
of the management and the employees. 
Default is reported to be rising to a 
dangerously high level. Emotive debates 
are taking place in the financial press; who 
holds the system to ransom—the in¬ 
dustrial or rural borrowers? There are no 
hard facts to go upon, only prejudices or 
surmises. Industrialists certainly would 
not like to expose the level of their over¬ 
due commitments, the non-disclosure pro¬ 
vision and the confidentiality convention 
of industrial transactions come in handy 


for ttwir comfort. For rural credit, 
virtually on the brink of collapse, truth 
will be far too unpalatable for politicians. 
Will the regulatory agencies welcome 
disclosure? Perhaps not. Over the last 
forty years, parliament has been generous 
in granting statutory powers to the Reserve 
Bank as and when needed and asked for. 
Supervision and inspection by the Reserve 
Bank have been generally accepted as the 
impregnable shield against erosion of the 
net worth of the banks. Will disclosures 
wreck this confidence? 

Interestingly, this is a situation similar 
to what has been analysed by Kornai in 
his study of market socialism in Hungary, 
Poland and Czechoslovakia in the early 
sixties. Note his perceptive observation on 
the common experience of these 
countries; 

Reform could not be pushed through as it 
turned out that neither the bureaucracy, nor 
the management, nor indeed the workers 
were enthusiastic adherents of competition 
or of the marketisation of the state-owned 
sector. Some enlightened government of¬ 
ficials and intellectuals may have come to the 
conclusion that a hardening of the budget 
constraint and a decrease of paternalism was 
needed so as to improve the performance of 
ihc economy. However, there were no strikes 


or stiwi. darnonstnimM m mvour Of tacfSM- 
ing eifidency at the expense of stale protec¬ 
tion. There did not exi« a grassroot move¬ 
ment for the decentralisation of the slate- 
owned sector.^ 

The undercurrent for the maintenance 
of status quo is strong and persistent. The 
management would not wish to expose 
themselves to the charge of inefncimicy, 
the monetary authority for the ineffec¬ 
tiveness of its supervisory role; the in¬ 
dustrialists for subverting the system for 
their own benefit and the politicians for 
encouraging defaults for favouring their 
own vote-banks. Seemingly, an ‘unholy 
alliance' to preserve the mystique of the 
‘holy secret’. 

Notes 

1 Thu IS to be interpreted within the fiamework 
of the methodology of ‘instrumental in¬ 
fluence' or ‘instrumental analysis' as discuss¬ 
ed by Adolph Lowe in his seminal work On 
Economic Knowledge Towards a Science of 
Political Economics, New York, 1965. 

2 Janos Kornai, The Affinity between Owner¬ 
ship forms and Coordination Mechaniuns; 
The Common Experience of Reform in 
Socialist Countries’, The Journal of 
Economic Perspectives, Summer 1990, Vol 
4. No .1 
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POTOMAC MUSINGS 


Peacocks of War 

Dpfna Khatkhaie 


rhe annihilation of hie in the Gulf war takes one’s mind back to 
Dresden in Germany where 35,000 people perished in British 
iombing in February 1945 The tragedy lives on in Wilhelm 
Lachnit’s painting ‘The Death of Dresden’ 


are not Benjamin Franklin with his 
virtues and statesmanship to pronounce 
:hat “there never was a good war and a 
Bad peace” His times were different from 
Burs This IS an age where there is both 
i bad war and a bad peace Even if a war 
IS started by a bad man and a good man 
loins It, It does not become a good war 
This war which exploded on fanuaiy 16 
s certainly not one of that genre, and the 
Beace that may break in after the carnage 
ind cruel exhibition of modem destruc 
live weaponry is not likely to be good 
‘ither In the meantime business will be 
ss usual, with a few kings, some sheikhs 
md maniacs shuffled aiound Saddam 
Hlusseiii, foolish and vain, menacing and 
Mephistophelian is counting his days but 
:hosc who would come in his tiail would 
Be more of those ruthless demonic per 
tonalities who will pteside over the 
generation of meaningless deaths in the 
Vliddle East Whs this horde ot car 
iivores’ W h> this death danee ’ W hv this 
Jying when vou are aiieadv dead -not 
inly physically but culluially and 
Bistoiicallv'’ Today it is the defence ol 
Islam tomorrow it is the espousal of Shia 
ism and it is the honour of the Palesti 
mans the day after tomorrow But the 
memies are not neatly define d The other 
ia> the Shias were at the throats of the 
Bunnis, then thev togethei were ranged 
against Jews and now those who lacerated 
;hc sky with Tsiaiii tn danger' are fighting 
;ach other 

The enemy ol Arabia is within itself 
Iraqi poet Abdul Bayati lamed for his 
piophetic vision, lamented that "he 
Jreamt of democracy and peace in his 
land and that sounded right” Alter three 
icnre and ten years, he gave up—going 
through disillusionment, prison tortures 
and a perpetuating mendicancy Not being 
a fatalist, he fastened the blame for this 
tragedy on to his leaders T he defeat in 
he Middle East wars, he ruefully says, is 
the defeat of “these peacocks” who were 
left behind 

A generation of meaningless deaths 

In the coffee houses of the East we are 

defeated by the war of words 


The peacocks who situt m the halls where 

pride IS dead 

And the essays of thi obedient hacks 

But the peacocks are not only in the 
Arab world They arc here too in good 
measuic The peacocks with their colour 
ful plumage do not set the ravages of war 
President Bush, a war leader now with an 
approval rating ol 80 per cent, is riding 
high on populat acclaim ‘Cost in lives 
during war is beyond the administration 
to measure in the same way as the cost ol 
not resisting aggression is beyond 
mankind to imagine he thunders Yes, 
how can you measure the cost of war * On 
itleviston, there is an awful display of 
modem electronic weaponry with night 
vision contraptions patriot missiles, and 
precision instruments which wipe out 
miles and miles long lows ol houses and 
lactones How can one add up the un 
imaginable amount of dollars sunk into 
the manutactuie of this weaponry’ No 
no one can measure the cost ol war 
whether it relates to weaponry or human 
lives Men, women and children just melt 
into a thickening liquid In Saddam’s Iraq 
they are dragged out ol their homes 
without knowledge of ihetr patents In 
Bush's America thev aie just called in, il 
they at any time had used military service 
as an interim arrangement to support then 
education or tamilies And then how can 
you measure the cost of tears the emo 
tional devastation that is wrought on the 
families ol men and women on the war 
front There is a picture on television of 
a young girl newly married, bidding 
goodbye to her voutig husband going to 
the front lears roll down but more tear 
mg are her words ‘But whose war are you 
fighting'’” The distraught father, seeing 
off his son, about to be a doctor and an 
only bread-winner, saying to his departing 
son, “1 don't believe in this war, but you 
can’t avoid it” There is a dairy farmer, 
who>e husband is a reservist called for 
duty in the Gull Be ing a reservist, he had 
to forgo his income V hen asked how she 
copes with the loss ol income following 
hei husbands departure, the wife, pale 
and wan, pointed to her ailing father who 


IS helping her in milking the cow and 
broke down sobbing Yes, this is the cost 
which IS beyond the administration to 
measure but certainly not beyond 
mankind to imagine As Bayati mused, 
“We are the generation of meaningless 
deaths”, which is cost less for the 
peacocks who rule the destinies of 
modern nation states 

But It IS not all doom and gloom, there 
are some oases of bloom—of daredevil 
soldiers, upright journalists and public 
men of conscience Death in the Desert 
Storm IS staring at them the uncertain¬ 
ties of the morrow are unnerving them, 
darkness of the night is enveloping them, 
the sand dunes of the sprawling desert are 
taking them into the bowels of the earth, 
but the soldiers the foot soldiers on the 
battlefront, singing and dancing, regale 
themselves with a vision ol their fiances, 
dream ol their future happiness 

C ome eh come ch 

You the beautiful one 

But if you dona find me here 

I hen let us meet in heaven 

One scene fades out and another lades in 
with a young black soldier struggling to 
call his mum on the emergency phone He 
shouts “Hi mom. 1 am Robert, what are 
you cooking now’ Please remember me 
when you eat mv favourite dish let me 
tell vou how grateful to you I am for 
bunging me in this world If I die now. 
It IS because I lived well under sour care 
And mom. I made my peace with by dad” 
Then he laughs and laughs till be breaks 
down No these are not the costs which 
can be calculated by mankind or even by 
gods 

II IS not war if there is not disinfurma 
tion or misintormation Dreading a free 
media the Pentagon did not allow non 
pool arrangements lor (ournalists to 
report the war news But one Farter Arnett, 
an intrepid CNN television correspondent, 
braved all these adversities and stuck to 
his mission in Baghdad to iclay pictures 
ot war devastation in Iraq and the killing 
of civilians He was scrupulous enough to 
add that his news coverage has been 
cleared by the Iraqi authonties But he did 
not shirk, even within those bonds, from 
announcing to the world what Allied 
bombing was doing in that country But 
Republican senator Alan Simpson has 
flung a verbal scud at him, saving that he 
IS doing a dirty propaganda job (or 
Saddam Hussein However, this verbal 
scud attack at Arnett has been repelled by 
most leading journalists with 'unpatriotic 
missiles In the process they have exposed 
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senators’ cupboards, iiimpson, when he 
met Saddam Hussein a few months ago, 
' had told him that “the frightful things 
being said about you iuid your police state 
must be the work of a maligned press. I 
believe your problems are with Western 
media and not with the US government!’ 
Another, Howard Metzenbaum, had 
assured Saddam, “after listening to you 
for about an hour, I realised that you are 
a strong and intelligent man and that you 
want peace". It is these men-peacocks, as 
poet Bayati described them, who flaunt 
their colourful plumage rather than those 
fearless journalists, who disseminate the 
truth, who betray their people and egg 
them on to the abbatoirs of war. During 
such traumatic times, the best in men and 
women surfaces and it is before this that 
one bows one’s head and pays homage to 
a free and democratic society. Is such an 
act by a journalist conceivable in India, 
which boasts of truth, non-violence, and 
high moral values? It is high time some 
Indians jog their memories hard to recall 
a forgotten Bengali journalist who expos¬ 
ed the hollowness and falsity of the reams 
of paper prepared by the Historical Divi- 


THE Constitution, which prevents the 
abuse of public property for political or 
personal ends, protects public servants too 
from attempts by politicians to suborn 
their loyalties, or make them insecure in 
order to force them to lend their services 
for political ends. The United States 
Supreme Court's ruling in Rutan vs 
Republican Party of Illinois on June 21, 
19% is a landmark. It is of particular 
relevance to our situation. 

The governor of the State of Illinois 
issued an executive order instituting a 
hiring freeze, whereby State officials were 
prohibited from hiring any employee, 
filling any vacancy, creating any new posi¬ 
tion, or taking any similar action without 
the governor’s “express permission”. The 
object was obvious. An applicant for 
employment, employees who had been 
denied promotions or transfers, and 
former employees who had not been 
recalled after lay-offs filed a suit alleging 
that by means of the freeze the governor 


India’s claim on McMtfton Line 
A war without destruction of life and 
property would not remain war and yet, 
when you see the bodies of women and 
children dumped in broken bunkers, your 
soul cries for those innocent people who 
escaped from the living tyranny of one 
misanthrope into the silent cemetery of 
another. Only those who survive them 
mourn them; for them, it is like another 
day. With such annihilation of life, one’s 
mind harks back to another place and 
time—Dresden in Germany in February 
1945 where 35,000 people perished under 
British bombing. The tragedy lives on in 
a painting by Wilhelm Lachnit called ‘The 
Death of Dresden’. There is a figure of 
death and a mother sitting side by side, 
their heads collapsed into their hands, the 
ruins of the city stacked behind them in 
the spoiled light and a powerless sun. The 
mother’s son stares out from the picture, 
his small hands draped over the mother’s 
lap, palm facing out, towards what re¬ 
mains. The peacocks of the world with 
thcii plumage of glorious and gory col¬ 
ours have always left behind such patn- 
tinps for eternity. 


was operating a political patronage 
system. He wanted to employ or promote 
supporters of the Republican Party. This, 
they argued, violated the First Amend¬ 
ment—the guarantee of free speech. 

The District Court dismissed the suit on 
the ground that it disclosed no cause of 
action. The Appeal Court reversed in part. 
It protected officials against dismissal, but 
not applicants rejected for political 
reasons. 

The Supreme Court split 5 to 4 and 
upheld the plaintiffs’ claim. Given the 
change in the composition of the court 
since in favour of the conservatives, it may 
be that the case would have been decided 
against the plaintiffs today. All the same 
the majority ruling is law. 

Recalling two earlier rulings of 1976 
and 1980, justice Brennan, who delivered 
the majority judgment, said that the court 
had decided that the First Amendment 
forbids government otficials to discharge 
or threaten to discharge public employees 


pouticttl party in powm; unieu party 
affiliation is an appropriate requiiment 
for the position involve. TTie present case 
concerned “low-level public employees’’ 
The court ruled that 4t was unconstitu¬ 
tional to apply any political patronage 
practice to them. 

The US has a spoils system in public 
services. But there exists also the perma¬ 
nent civil service. This case concerned the 
latter. It is relevant to u.s for j reasons. 
One is that since we do not have the spoils 
system, the reasoning is of greater force. 
The other is that we also have the con¬ 
stitutional guarantee of free speech. 
Article 19(IKa) of the Constitution. 

The governor’s order affected 60,000 
State posts. Each year there were around 
5,000 vacancies. Requests for the 
governor’s “express permission’’ became 
routine. Political patronage policies are 
“tantamount to coerced belief’. A situa¬ 
tion is created in which the public servant 
is forced to accept the political beliefs of 
his political masters in order to further or 
protect his interests—a committed civil 
servant. As the court put it in an earlier 
case, “the coercion of belief that neces¬ 
sarily flows from the knowledge that one 
must have a sponsor in the dominant 
party in order to retain one’s job”. 

The court rejected the argument that 
the patronage system was necessary for 
the political process to work. “Political 
parties have already survived the substan¬ 
tial decline in patronage employment 
practices in this country!' Rejecting all the 
defences advanced in justification of the 
practice, the court ruled: “We, therefore, 
determine that promotions, transfers, and 
recalls after lay-offs based on political 
affiliation or support are an impermissible 
infringement of the First Amendment 
rights of public employees!’ 

Viewing the situation realistically, the 
court observed: “A state job is valuable. 
Like most employment, it provides r^ular 
paychecks, health insurance, and other 
benefits. In addition, there may be open¬ 
ings with the state when business in the 
private sector is slow. There are also 
occupations for which the government is 
a major (or only) source of employment, 
such as social workers, elementary school 
teachers, and prison guards. Thus, denial 
of a state job is a serious privation!’ 

In 1966 the court had struck down 
loyalty oaths for public servants. One 
argument given in the minority judgment 
deserves mention. How can the Supreme 
Court frown upon political appointments 
when the judges of the court themselves 
are appointed on political considerations? 
This shows the political polarisation in the 
US Supreme Court. It is not an example 
for emulation but a wmning to be heed^ 


CIVIL LIBERTIES _ 

Protecting Public Servants from 
Politicians 

A G Noorani 

A ruling of the US Supreme Court that it is unconstitutional to 
apply any political patronage practice to government employees in 
initial employment, promotions, transfers or dismissals is of 
particular relevance to us. 


U98 


Rcanomic and Political Weekly Mav 4. 1991 



RANDOM REFLECTIONS 

Eighth Plan: Challenges and 
Opportunities—XV 

Epilogue: Towards Sustainable Development 

Arun Ghosh 

As the country prepares itself for another general election within 
eighteen months and as a new government (and presumably a new 
Planning Commission) is about to take over the task of 
formulating the Eighth Plan, the social transformation that was to 
inform the Eighth Plan approach approved by the National 
Development Council in September 1990 will have to be kept in 
mind by all those concerned with plan formulation and 
implementation. Last of a series of articles discussing the broad 
approach of the Planning Commission under the V P Singh 
government. 


IN order to attain suslamable development, 
we need to satisfy three baste requirements. 
First, we need self-reliance not only in the 
matter of external payments, we need a spirit 
of self-reliance among the masses of peo¬ 
ple. Secondly, and in order to bring about 
this spirit of self-reliance and self- 
confidence, we need to focus on the pro¬ 
blems of the poor, particularly in the rural 
areas, focus on the Scheduled Caste and 
Scheduled 1Hbes people, focus on the educa¬ 
tion, emancipation and development of 
women. The Right to Work would in effect 
ensure a minimum of income for every 
family, which is the first step to a more 
egalitarian pattern of development. Final¬ 
ly, we need to provide for a minimum of 
energy supply as well as potable drinking 
water for every citizen, so that our women 
and children can be freed from the drudgery 
of daily collection of fuelwood and drink¬ 
ing water for the very survival of families. 

Rural DhvtUiPMENi Summinc. up 
Probi ems 

The problems of the rural poor and rural 
productivity are complex, and largely inter¬ 
related. Even though in percentage terms, the 
number of people below the poverty line has 
been declining, the ab.solute number of the 
poor is staggering. The Scheduled Caste and 
Scheduled Tribes people constitute the core 
group in this category. Equally distressing 
is the predominance of women among the 
poor, the uneducated, the socially backward, 
^igh rates of population growth are cor¬ 
related with high infant mortality, lack of 
education, lack of nutrition, lack of health 
care services and housing. All these factors 
are also associated with meagre incomes. 
The social and economic deprivations afflic¬ 
ting the poor reinforce each other. 

Rural development and improvement of 
the conditions of life as well as productivity 
of the rural people have therefore to be at 
the core of the overall development strategy. 
The emergence of the poor from their pover¬ 


ty would not only temper the gross in¬ 
equalities prevalent today—a major factor 
in social tensions—the increase in effective 
demand of the poor could be instrumental 
in bringing about a self-reliant, sustainable 
growth of the economy. At the same time, 
if the productivity of this vast reservoir of 
human power could be raised, the potential 
for the growth ol output—and therefore of 
the rate of growth of the economy—would 
be vastly enhanced. Also, not only would the 
investment requirements for such growth be 
much less than for the path of development 
pursued during the eighties, the time lag bet¬ 
ween outlay and increased output is likely 
to be relatively much less. An important con¬ 
sideration in this context is that such 
development makes little demand for the im¬ 
port of goods and services, unlike the 
modern industry sector or diverse urban ser¬ 
vices and facilities. The lag between outlay 
on social services and a rise in the quality 
of life could be much shorter if we can avoid 
fragmentation of these services. 

Obviously, diverse interventions aimed at 
rural development and diminishing poverty 
and raising rural employment, incomes and 
productivity must be mutually consistent; 
these policies must also be supported and 
strengthened by overall development policy. 
For example, education, primary health and 
child care services and nutrition program¬ 
mes must all be welded together purposeful¬ 
ly; this is an example of the mutuality of 
these strands of social policy which are to¬ 
day fragmented because of the exerctse of 
departmental prerogatives. Textile policy is 
an example of the meshing of overall 
development policies with the rural develop¬ 
ment programme; this policy would, inter 
aha, reduce the energy intensity of our 
development programme, and the same ap¬ 
plies to the focus required on organic fer¬ 
tilisers for providing the soil with nutrients 
for raising agricultural productivity. Im¬ 
provement of agricultural productivity 
depends on the integrated management and 


use of land, water and vegetative cover, 
regeneration and con.servation ot natural 
resources, together with timely and 
systematic inputs in the form of credit, 
technical advice and marketing support. 

Thus, quite obviously, the nature and 
range of problems that the rural poor face 
require a holistic solution. The approach so 
far has been piecemeal and vertically com¬ 
partmentalised. Hence, despite the many 
government interventions, the backwardness 
of rural areas has not only remained, it has 
accentuated the disparities bctweeti ptoduc- 
tivity and living standards between regions. 
The employment programmes (pace the 
Jawahar Rozgar Vbjana) have been sup¬ 
plementary, superimposed on diverse 
fragmented programmes of different depart¬ 
ments. All rural developmeni programmes 
in the past have been expendnure-onenied. 
and have therefore failed to make any long 
lasting impact on the productivity of the 
rural population generally. 

The people, the rural populace in par¬ 
ticular, have also been excluded from 
participation in the planning or decision¬ 
making process, even in matters which con¬ 
cern them (and their habitati directly. 
Development effort over the pa^s ‘tO years 
has not been able to harness—except in a 
few States—local knowledge, experience and 
resources, or the energies of the people. 
There has been exclusive reliance on the 
official machinery to combat the complex 
(and interrelated) problems of unemploy¬ 
ment, poverty, low productivity and social 
and economic disparities (There are a few 
isolated pockets where a (ew voluntary 
organisations have been able to make a bet¬ 
ter impact, but such expei tense has obvious¬ 
ly been limited.) 

The problems that we face totlay are for¬ 
midable. There is today no systematic 
scientific, technical, professional, multi¬ 
disciplinary underpinning of local rural 
developmental programmes. There has been 
little attempt to learn from past successes 
and failures. There has been no effort to co¬ 
ordinate official intei ventions with the 
efforts of many voluntary organisations tbiR 
are reportedly doing useful work, albeii such 
efforts are necessarily highly localised and 
limited. One reason for the unsatisfactory 
results of government intervention has been 
the exclusive leliance on the administiative 
machinery to implement measures intended 
to promote equity. These efforts have also, 
in places, been thwarted by an unholy 
alliance between the official machinery and 
vested interests. Indeed, even existing legisla¬ 
tion like tenancy reforms, freeing of bonded 
labour, payment of minimum wages to 
agricultural workeis, abolition of un- 
touchability, all have remained laws on 
paper. There has, in fact, been gross viola¬ 
tion of civil liberties and ot ordinao' law and 
order through atrocities committed on cer¬ 
tain castes, communities and women 
Schemes initiated from above, even where 
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local needs and priorities. There has,been 
little or no local area planning. This by itself 
has led to considerable waste of scarce 
resources, to leakages and corruption; and 
as indicated earlier, has resulted in the 
delivery system absorbing most of the funds 
currently earmarked for socio-economic 
development of the rural areas. 

/\dmini.strators are prone to measure suc- 
ce"i by time-bound ^penditur^. Because of 
the case (for the ofridds) of interacting with 
the existing hierarchy, economic disparities 
have increased sharply, even after 40 years 
of planning. Only seven States, namely, 
Andhra Pradesh, Bihar, Madhya Pradesh, 
Maharashtra, Oriisa, 1hmil Nadu and Uttar 
Pradesh, account for 80 per cent of those 
below the poverty line and 70 per cent of the 
unemployed population in the country. 70 
per cent ot the cultivated area is rain-fed, 
and has low productivity. 

A distressing con!.equence of the lack of 
genuine, integrated planning at the micro 
level (for each local ‘watershed’ area) has 
been the wanton abuse of precious natural 
resources. In the absence of democratic 
decentralisation, the local population has 
little say in the* matter of exploitation of 
natural resources. Many large development 
projeas have inflicted serious, and frequent¬ 
ly irreparable damage on ecology and the 
environment, destroyed natural resources, 
displaced lakhs of persons, and rendered 
them homeless and without any means of 
livelihood. 

The focus, in short, has been on sectoral 
planning rather than on area planning. 
There has been a steady (and unabated) 
tendency to over-centralise and bureaucratise 
rural development programmes. During the 
Sixth and Seventh Plans in particular, there 
was enormous expansion of Centrally Spon¬ 
sored Schemes, and concentration ot plan¬ 
ning (even in matters of detail) and im¬ 
plementation ot plans in the hands of the 
official machinery. Progress on the rural 
front has been thwarted essentially by over- 
centralisation, bureaucratisation, and 
fragmentation of programmes. 

DEMCX'RAIK DtCKNlRAl.lSAllON 

The Eighth Plan approach of the erstwhile 
Planning Commission was to aim at the 
maximisation of employment. I'he focus 
was to give practical meaning to the notion 
of the Right to Work. Special focus was on 
the development of women, their education, 
their health and nutrition, their work oppor¬ 
tunities for ensuring a minimum level of 
income, maternity and child care—all of 
which may be expected to curb population 
growth and to raise the quality of life. 

The first step in this direction is decen- 
tmlisation of the planning process, involving 
not only a reorientation of priorities (in 
each area) but also in the processes and 
mechanisms of plan formulation and im¬ 
plementation. Such reorientation requires 
llemocratic decentralisation of the body 
clitic. This would provide greater scope for 
The active participation of the people, 


of local government (from the village 
panchayat—overseen by the Gram Sabha— 
to ntandal/block panchayat and on to the 
district level). This process would provide an 
incentive to mobilise local resources, and to 
shape the development programme of each 
area to serve better the nee^ and priorities 
of the people. This calls for a fundamental 
policy change, and a restructuring of 
decision- making and planning processes, 
and of the machinery for implementation 
of the programmes. 

The first requisite in this endeavour is 
clear recognition of the federal principle. 
The Centre must learn that India is a Union 
of States, that it is not for a few power- 
brokers at the Centre to decide on the fate 
of the diverse groups of people of this coun¬ 
try. Those who have been using violence- 
through the use of para-military and other 
special forces in charge of ‘internal securi¬ 
ty’—in the name of national integrity are 
indeed causing deep fissures within the com¬ 
munity by the wanton repression of local 
urges and local aspirations. Firm acceptance 
of the federal principle, and within each 
State, of the concept of democratic decen¬ 
tralisation, is the greatest need of the hour. 

Decentralisation has to be accompanied 
by the introduction of area planning. Area 
planning on an integrated basis will release 
the untapped energies of the people and 
local resources. It will also help to release 
development programmes from the strangle¬ 
hold of standardised ‘schematic’ projects 
conceived either at the Centre or State 
(bureaucratic) levels. It would obviate 
the wastage of resources inherent in the 
present fragmented scheme-wise (or depart¬ 
ment-wise) programmes meant for local 
development. 

Decentralisation and area planning are 
also pivotal to the underpinning of the 
employment programme. Since the removal 
of unemployment was the principal goat of 
the Eighth Plan-the growth rate being a 
fall-out of greater employment at higher 
levels of productivity-the sincerity and 
purposefulness ol the government would be 
on test in regard to the implementation of 
the concept of Right to Work, at the official 
minimum wage, for eight hours every day. 
This work will have to be generated by the 
economic system through appropriate 
economic and technology policies on the one 
hand, and building up the requisite opera¬ 
tional system, on the other. 

The operation of work guarantee during 
the transition to full employment will leiiuire 
an effective institution in every village/town, 
responsible for planning, organising and 
providing productive svork (or facilitating 
work opportunities) on a sustained basis. 
Specific works will be required for the 
implementation of area development plans. 
These in turn will generate new work oppor¬ 
tunities at higher levels of productivity. It 
is essential for the success of the programme 
that the responsibility, authority and the 
resources for planning and implementation 
of such works be entrusted to the micro-level 


to both draw up the local ana dev cl otiiMci d 
plans and provide work to thole leeking 
emplc^ment. The local bodies will have to 
be endosved with adequate back-up support 
by svay of experts, in order to formulate 
comprehensive area plans for each village or 
town. 

It will obviously be necessary in this con¬ 
text to minimise i^fldency and the wastage 
of resources inherent in departmentally-run, 
segmented services. It will also be necessary 
to devolve the requisite funds to the pan- 
chayais (or other local bodies like the 
municipalities). Thus, the large transfen 
being made today (under Centrally Spon¬ 
sored Schemes) will become investment- 
oriented instead of being expenditure- 
oriented (as they are today). 

Overriding priority has therefore to be 
given to building the requisite inslitulions 
and mobilising institutional resources. Rural 
development funds need to be entrusted to 
the democratically elected representative 
decentralised institutions, instead of the 
sectoral official deparrinents. The role of the 
government is to be reduced to one of aiding 
and complementing the process of people- 
led development in the rural areas. 

Incidentally, there are many people who 
teel sceptical about such devolution of 
authority. Their reasoning is: (a) that in the 
absence of land reform, the panchayats ate 
likely to be hijacked by vested interests in 
the rural areas, and the funds used for 
benefiting themselves; and (b) that this 
process will unleash corruption in the 
implementation of rural development 
programmes. 

Both the above arguments are incorrect. 
Those who argue that land reform should 
precede such devolution forget that extant 
land reform laws have not been implemented 
in most states, and are unlikely to be im¬ 
plemented without pressure from below; that 
such pressure will come from democratic 
decentralisation because: (a) local people are 
more aware of what happens locally than of 
the goings-on in a distant State capital; and 
(b) increasingly, the build-up of diverse ac¬ 
tivist groups is going to make it difficult for 
a few vested interests to really hijack the 
panchayat system to serve their interests. U . 
must also be accepted unfortunately that for 
some time, this can and will happen in cer¬ 
tain localised areas. But with the present 
revolution in communications, the news of 
the success stories will spread fast; and ac¬ 
tivist groups may be expected to help spread 
the message. 

The example of the Karnataka experiment 
of I986 is proof of the innate wisdom of the 
people in regard to their own welfare. The 
recent subversion of the panchayat system 
has come from the State-level politicians in 
Kamatalur this had also been the experience 
of Gujarat and Maharashtra in the sixties. 
The State-level leadership sees in the growth 
of the panchayats a threat to its power and 
authority. This has to be exposed by an up- 
su^e from the ground level. It is possible 
that there would emerge violent overt op- 
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mrtt q«tAn to now anu. 
Wlut we ftwget ii there is constant, 
unreienting repression going on today in ai 9 
case, and that a few eruptions of violence 
is but natural in a process of social transfor¬ 
mation that is likely to be fundamental. No 
OIK likes to shed power voluntarily or 
willingly. 

lb recapitulate, a three-fold strategy for 
rural development is recommended for the 
Eighth Plan, comprising: 

(a) democratic decentralisation; 

(b) area planning, and 

(c) convergence of social services, with a 
revised role of government. 

Institutional Resources 

The institutional resources for develop¬ 
ment will include, among others; (a) pan- 
chayau (and where appropriate, duly elected 
municipal bodies, that is, institutions of 
democratic decentralisation); (b) co¬ 
operatives (which need to be revamped and 
democratised); (c) voluntary organisations 
(which may act as catalysts of social change); 

(d) scientific, technical/professional 
institutes; (e) a reoriented official machinery; 
and (f) an evaluation network. 

The basic institutions of democratic 
decentralisation will extend from the village 
up to the district level. At the grassroots 
‘hivel, the Gram Sabha will ensure accoun¬ 
tability of the panchayats and facilitate 
active participation by the community in the 
development process. Hitherto, active par¬ 
ticipation by women. Scheduled Castes and 
Scheduled TKbes and other backward groups 
has generally been lacking. This has to be 
ensured through their representation on the 
panchayats. The availability of decentralised 
institutions at the grassroots level is therefore 
a necessary Hrst step to decentralised plan¬ 
ning and to mechanisms for improving the 
share in development of the hitherto depress¬ 
ed sections of society. A certain numter of 
seats is to be reserved for women and the 
Scheduled Castes and Scheduled Itibes in 
jtiM elected bodies, to enhance their capacity 
to press for equity in the formulation of 
load .development programmes and the 
allocation of resources, in West Bengal, it 
IS mandatory to paste all decisions of the 
panchayats on the notice board of the pan- 
chayat building, so as to awaken general con¬ 
sciousness and awareness of the populace 
Periodic elections to all panchayat bodies 
have to be mandatory, so as to help the 
weaker groups of society to improve their 
relative position over time with the aid of 
the electoral process. The content and 
liriorities of development need to be chang- 
and the development programme needs 
0 be made relevant to the needs of these 
actions of society. The reservation of seats 
or such sections will provide them with an 
ipportunity to do so, and to participate 
hore actively in the programmes calculated 
D enhance their productivity and income 

Area planning has to be the means of 
iringing about the requisite change by the 
Iwentidiwd institutions—the panchayat 
•odiet and municipalities—so that the 


ayniUMe icioinpes are put td ^fkdem use 
The ctmvergence of social services in each 
area will hdp in the efficiency of use of 
resources for improving the quality of life 

Co-operatives are yet another institution 
that embody economic demrxxacy. The 
csdsting state of the co-operatives is sad; they 
are unrepresentative and bureaucratised; 
their benefits have been usurped by a few, 
and the lack of repayment of past loans 
(taken by a few) prevents them from making 
a dent on the problem of credit in the rural 
areas. The co-operatives need to be 
revamped, democratised through wider 
participation, and invigorated through 
legislative and other reforms. The credit 
needs of the poor producers cannot be met 
without a revamping of the co-operative 
structure. 

Voluntary agencies can help to spearhead 
and sustain social reform movements. They 
can, on occasion, provide countervailing 
power against undue pressure exerted by the 
stronger elements and vested interests, and 
thereby serw the interests of democratic 
decentralisation. Voluntary bodies can act 
as articulators of problems and catalysts of 
change What they can never be is to become 
substitutes for people’s own organisations. 
There is thus a clear role for voluntary 
organisations to assist in the process of 
sotnal transformation. But they cannot ever 
play the role that democratic decentralisa¬ 
tion can. 

Knowledge is capital, in order to enhance 
the capability of the rural population and 
to increase the competence of local bodies 
to plan and implement their local area 
development programmes, a whole network 
of scientific inputs will be necessary, to 
gather and to disseminate data/information; 
to provide technical and professional 
assistance in aid of local developmen effort. 
It would be necessary to involve numerous 
educational, technical, sdentiBc institutions, 
as well as management, marketing and other 
professional bodies. There are a large 
number of institutions in the country as of 
today. Their expertise is not available for 
blending the latest sdentiTic knowledge with 
the home-spun traditional knowledge and 
experience of local people: It is not only 
necessary to blend thetwo—as, for instance, 
by reaching the satellite imagery maps to 
local bodies in order to assist in the prepara¬ 
tion of ‘watershed’ area plans—T)ut also to 
expand local markets, establish market 
linkages, market information, product 
development and trade and credit channels. 

The reorientation of the official machinery 
to meet the above types of developmental 
needs of the rural population will not be 
easy, but is necessary. Fbrtunatdy, the Indian 
bureaucracy is both enlightened and fledble: 
It needs firm political commitment to the 
above ideology and prindples. It needs dear 
guidance as to what is expected of it. The 
decentralised institutions need technical and 
management support. Development ad¬ 
ministration has to focus on the conveigence 
of services at the field levd, instead of ver¬ 
tical, departmental, oompartmentaiised pro¬ 
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vision of frapnisnted lovtoes. 

We aho need to learn continually from 
our past experience, reiriicating succendul ef¬ 
forts and avoiding past mistakes and toilures. 
We need an evaluation network involving 
social science, technical and professional 
institutions. We need independent institu¬ 
tions throughout the country, to carry out 
periodic evaluatioci studies. Eternal vigilance 
is the price of democratic development. 

Viability in External Payments 

India is currently facii^ bankruptcy in the 
matter of external payments—the result of 
‘living it up’ throughout the decade of the 
eighties. We have achieved a high rate of 
overall GDP growth at the cost of heavy 
dependence on savings imported from 
abroad, as well as of a fiscal imbalance 
which has led to heavy dependence on deficit 
finanang which has been fuelling inflation 
despite three record harvests in the past three 
years. On the external front, our import 
demand has been increasing rapidly for four 
reasons: (a) the spread of the gospel of elitist 
consumerism even by the official media such 
as the TV network, which creates a large im¬ 
port demand, in turn fuelled by a pseudo¬ 
policy of liberalisation of the import 
of technology (which leads to import 
dependence); (b) the increase in non¬ 
commercial imports (including imports 
related to defence) which help to create jobs 
abroad but not in India, at the same time 
creating similar pressures in neighbouring 
countries, leading to futile expenditure by 
both our neighbours and us, when we need 
more regional co-operation; (c) the pattern 
of industrial growth in the past which has 
been import-intensive; and (d) the pattern 
of energy consumption which points to the 
need for a directional change in our plan¬ 
ning approach. We need to achieve viability 
in external payments, for which we need to 
turn away from easy solutions. We need, in 
fact, several hard decisions and changes in 
policy. First, we need to reformulate our 
energy policy, and reduce our dependence 
on imports for primary sources of energy. 
For this, we need a systematic and sustained 
drive for energy conservation on the one 
hand and development of renewable sources 
of energy on the other. Long-term road 
transport is the biggest and most wasteful 
user of a prqcious imported fuel; and we 
need to focus on the development of an 
efficient railway system to contain the 
burgeoning demand for diesel oil for road 
transport. We must also ensure the availabili¬ 
ty of a minimum of energy to all citizens; 
and here again, we need to intensify our 
search for and exploitation of non- 
conventional, renewable energy sources, so 
as to prevent the denudation of our already 
meagre tree cover, and the degradation of 
the environment. 

This also involves a significant lepatterning 
of our industrial development pn^ramme, 
not only to make it less energy-inlensive but 
also to make it more empotyment-oriented 
(and less capital-intensive). In any case, the 
thrust for exports has visibly come to recent 
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time$ from small-scale industry; and we 
must provide all the required organisational 
and institutional support (by way of credit, 
raw material supplies, marketing and design 
assistance, etc) lo small producers. Decen¬ 
tralisation of the production of consumer 
goods m particular is likely to provide the 
basis for increased employment, as well as 
reduce the energy-intensive pattern of in¬ 
dustrial growth followed in the recent past. 

The second major change in industrial 
policy has to do with development of our 
own research and development effort, and 
of out design engineering capability in place 
of reliance on imported technology. The lat¬ 
ter should—-except where necessary to 
upgrade our infrastructure services and ef¬ 
ficiency of key intermediates production—be 
linked to exports, or at a minimum, a 
favourable net foreign exchange position, 
through insistence on exports to pay for all 
imports and import payments. 

The third focus m industrial policy has to 
be on the efficiency of capital goods and key 
intermediates production, which would help 
to bring down the cost structure generally 
and make our manufactures internationally 
competitive One requirement in this context 
is greater coinptetition within the country, 
which can be .spurred by incieasing deregula¬ 
tion and dismantling of licensing and other 
controls, and reliance on fiscal and other 
financial levers of policy Another require¬ 
ment in this context is the reform of public 
sector enterprises, the first requisite of which 
is the distancing of enterprise decisions from 
government, making the management more 
‘accountable' by making the management of 
public enterprises rely more on the capital 
market (including the financial institutions) 
for financial support, in lieu of dependence 
on budgetary support for survival. 

Pi annino forSociai I ransformation 

To the extent that other than infrastruc¬ 
ture, by and large public entei prises should 
be made self-financing, there should be 
available larger plan lunds for ihe financ¬ 
ing of social services like education, health, 
maternity and child care, et al. Social 
transformation of any kind has to start with 
education; and universal education has to 
be the key element of social policy. Within 
education, focus has to be necessarily on 
primary education, non-formal education 
for the adult illiterates (as well as for cer¬ 
tain other categories), vocational education 
at the secondary level, with higher educa¬ 
tion being made lo nay for itself (except in¬ 
sofar as there would he need for ample 
scholarships for the bright, needy students 
who satisfy the means test). 

There are many other elements to the 
story. But there is little merit in recounting 
all of them except to stress that financial 
devolution is ot the crux in this attempt to 
reorient our plan strategy If decentralisa¬ 
tion of the body politic is to make sense, it 
has to be accompanied by effective decen¬ 
tralisation of finance, and devolution of 
re.sources from the Centre to the States and 
ftom the States to ihe local (panchayat and 


other) bodies. 

Efficiency in the use of all resources must 
be a cardinal principle to be followed. One 
way to achieve this is decentralisation. 
Another is the gradual elimination/reduc¬ 
tion of covert subsidies. As long as the 
distribution of income and assets remains 
unequal, some subsidies must remain. 
However, so long as such subsidies are 
(a) overt, and (b) properly targeted, there is 
nothing unusual or untoward in the system. 
All economic systems need taxation for the 
system to function: and all extant literature 
points to need for the taxation system to be 
progressive: Subsidies are nothing but a form 
of negative taxation, a way of compensating 
the poor and deserving for the inadequacy 
of their incomes. Equally, there are today, 
any number of covert subsidies which have 
no justification, and need to be eliminated, 
some gradually, some immediately. Overt 
subsidies also need to be suitably targeted. 
For example, as stated earlier, higher educa¬ 
tion ought to be made self-financing, and 
yet deserving poor students ought to be 
given scholarships for such education. That 
would be in-the be.st interests of society. 

Sustainable development 

How does the reorientation of our 
development on the above lines become sus¬ 
tainable? In the first place, we must 
recognise that economic development is 
possible only in a framework of social and 
political stability. The latter depends on: 
(a) a measure of equity in the distribution 
of income, and (b) a recognition of the need 
for an equitable pattern of socio-economic 
development, or al least a move towards such 
a pattern. 

Social tensions could arise from a variety 
of reasons, but economic backwardness, 
discrimination and repression are a major 
set of factors contributing to social tensions. 
Sustainable development requires equity in 
distributing the gains of development. 

There is yet another essential ingredient 
of sustainable development; our ecology, our 


enviromnoit, our natural itiouKui must be 
able to.sustain the pattern of development 
pursued. The biggest casualty in the pM £ew 
decades has been our environment. We must 
conserve our enviroment, we must ensure 
that our luitural resources are able to sustain 
our development. Though scientific dis¬ 
coveries and inventions are constantly open¬ 
ing up new vistas of resources—one exam¬ 
ple bdng the possibility of using solar energy 
for our development programme—there am 
other areas where environmental considera¬ 
tions (or the lack thereoO can affect the pat¬ 
tern of our development programme signi¬ 
ficantly. The use of water is but one exam¬ 
ple. The replenishment of soil nutrients, the 
maintenance of an adequate tree cover, are 
two others. In the past, our development 
programme has been singularly insensitive 
to these concerns. Development programmes 
have relentlessly benefited a few, at the cost 
of the environment, at Ihe cost of future 
generations. There is need for a directional 
change in our very approach to environmen¬ 
tal considerations in our development 
programme. 

Equity and social justice, and sustainabili¬ 
ty of the programme for future generations, 
are therefore major desiderata in planning 
for future development. 

These are matters of concern for the future. 
Even for the present, equity and justice 
require a major shift of focus from the pat¬ 
tern of development pursued in the eighties. 

As the country prepares itself for another 
general election within eighteen months, as 
a new government (and presumably a new 
Planning Commission) is about to take over 
the task of formulating the Eighth Plan, the 
considerations outlined in this series of ar¬ 
ticles, the social transformation that was to 
inform the Eighth Plan approach approved 
by the NDC in September 1990, need to be 
kept in mind by all those who are concern¬ 
ed with the task of plan formulation and im¬ 
plementation in the coming days. 
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Tripura and Election Commission 

4 Correspondent 


V/iie IAS officers m Tripura have submitted a letter to the 
Election Commission expressing their apprehension that ‘concerted 
if forts’ may be made by the State government to subvert the 
Sectoral process Yet curiously enough the Election Commission 
ias chosen to disregard the mass election-eve transfer of officials 
n the State 


I HE Election Commission has been tom 
Tiended for asking the State governments 
)f Bihar, Rajasthan, Himachal Pradesh, 
Uttar Pradesh and Haryana to stay the 
ransicr oi oflitials on the c\t ol iht 
’lections Though, stnctly speaking, these 
;overnments did not go against the letter 
sf the law as they ordered the large scale 
transfers just before the Election Commit 
iion’s deadline for making such changes, 
they clearly Violated the spirit of the 
law As these transfers were politically 
motivated and were clearly undertaken to 
further the prospects of the ruling parties 
in these states in the lorthcoming elec 
lions, according to some sources, this 
;.rack down on the erring State govern 
ments has gone a long way in re 
publishing the credibility of the Election 
Commission and has also demonstrated 
without any doubt that the commission 
annot be trifled with 
However, the praise showered on the 
Election Commission foi taking a bold 
stand on the transfer issue in some States 
deserves to be tempered bv the fast that 
It has adopted double standards and has 
turned a blind eye to the same kind of 
violation of the spirit of the law in some 
other Sutes like Inpura While it has gone 
on lecord objecting to fhe transfers in 
Bihar, UP and some other States, it has 
found no reason to interfere with the mass 
transfer of officials in IVipura, Madhya 
Pradesh and Andhra Pradesh as, accor 
ding to the Election Commission, in the 
commission’s view, the complaints from 
these States were not ol a >erious nature 
It may be recalled that on March 2^ 
beating the Election Commission s March 
25 deadline banning all transters bv the 
skill of Its teeth, the government ol 
IVipura issued an order transferring all 
five IAS, SDOs of TV.pura who would 
normally work as assistant returning 
officers during the forthcoming elections 
and replacing them with junior ranking 
Tripura C ivil Sersice ottuers It is aileeed 
that the IAS officers were transferred 
under the chief minister's orders and the 
five State Civil Service officers who have 
replaced them are favourites of the 


government They have been promoted 
out of turn, flouting the seniority list of 
the State Civil Service according to some 
sources 

The incident has naturally raised a 
furore m the State The CPI(M) complain 
ed to the Election Commission alleging 
that these transters were politically 
motivat'd and were a prelude to the mass 
rigging and booth capturing by the ruling 
congress(l)TUJS coalition expected dur 
ing the lorthcoming Lok Sabha elections 
in Tripura 

Seshan in his superior wisdom has 
chosen not only to ignore the complaints 
of the CPI(M) led opposition but also the 
letter sign^ by nine IAS officers of the 
Tripura cadre addressed to the chief elec 
toral officer of Tripura a copy of which 
was sent to the chief election commis 
sioner for his intormation In this letter, 
these IAS officers brought to his atten 
non “the deplorable situation prevailing 
111 the administration of Tripura” which, 
according to them, “renders the holding 
of free and fan elections absolutely im 
possible' Further, according to them “the 
sudden recent transfer of all the five IAS, 
SDOs (who would normally work as 
AROs during the elections) m an order 
issued on March 2), clearly indicates the 
malafide intentions of the government 
I ^rticularly in the light of the Election 
Commission’s orders banning all transfers 
from March 25” I hev categorically stated 
in their letter that “Officers and staff 
serving in IVipura have been so demor »lis 
ed in the last couple of years by repeated 
and unchecked incidents of intimidation 
humiliation and assault that they senoiisly 
doubt as to whether anyone will be able 
to perform then (sk) duty during these 
elections in accordance with the letter and 
spint of the Representation of the Peoples 
Act” In their letter they also com 
municated their apprehension “that 
seriou* and concerted efforts may be 
made on this occasion to subvert the elec 
toral rtocess by ustng all the means 
available to the government” They 
therefore urged the chief electoral officer 
“to take up this matter with the Election 


Commission and to initiate immediate 
remedial steps to retrieve the situation so 
that the right of the people to vote freely 
and without intimidation is ensured” 

The decision of the chief election com¬ 
missioner to clear the transfer of key of 
ficials in Tripura connected with election 
duties as routine and in consonance with 
administrative norms is difficult to pass 
off as impartial Us inexplicable silence 
over the senous charge levelled against the 
Congress(I)TlJIS State government of 
Tripura has led some to suggest (probably 
with very good reasons too) that the Elec 
tion Commission has acted in a very 
partisan manner 

Even if the CPl(M)’s allegations arc 
dismissed by the Election Commission as 
politically motivated the serious charges 
brought against the govcinmeni of 
Tripura by the nine IAS officers ol the 
Tripura cadre can hardly be treated as a 
hysterical outburst deserving to be ig 
noted They had marshalled very relevant 
facts to confirm their suspicion that the 
transfer order of the IAS officei> in 
dicated ‘malafide intentions of the 
government” namely, that these “ttaa fer 
orders had been issued only a few days 
after the hasiy and humiliating removal 
of Shyamlal Ohosh, the acting chief 
secretary, and the severe curtailment in the 
powers and authority of the acting direc 
tor general of police B J K Tampi” 

Cihosh, the finance secretary to the 
government of Tripura and also the acting 
chief secretary had incurred the dis 
pleasure of the ministcis of >he govern 
meni of Inpura by trying to enforce 
financial discipline in the State and by 
curbing tinancial irregularities of the 
government and infructuous expenditures 
by the ministers He was summoned 
before the cabinet insulted by the 
ministcrc, <-elieved of his charge as acting 
chief secretary and forced to go on long 
leave as he was icputcd to be a forthright 
and honest IAS otticei Incidcntal'y, as 
acting chief secretary he was also the ’hief 
tlccloral officer of the State Again, 
wiihiii a fortnight ol the arMirary and 
uiiceiimonious remosaf of the acting chief 
secieiaiy from his post on March l.», c n 
thi eve of the elcctioin the dc ng State 
director general of (iblicc was also 
tcmoved from his office and asked lo go 
on leave His powers weic transferred to 
the additional DfCi whose post was 
created overnight witnout bothering to 
seek the p« rmissioi* of the C entre rampi’s 
crime was to issu a circular on maintain 
me stru t neutrality while on election duty 
to all police of f lec t*i 1 men Incidentally 
issuing such cireuhi* before elections is 
the duty ol police chiefs 

Besides the pi l track rreord of the 
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to the holding of elections in the State 
could hardly have impressed the election 
commissioner. Since the Congress(I)-TUJS 
alliance forcibly captured power in the 
State in 1988, there have been four elec¬ 
tions in IVipura. Each one of them has 
been marred by electoral violence and 
large-scale rigging and booth capturing in 
which ministers and MLAs of the ruling 
parties have participated actively along 
with their armed anti-social henchmen. 
The opposition has either had to withdraw 
its candidates or has had to boycott the 
counting of votes. In the Fatikroy by- 
election and in the last general elections, 
armed mi.screams under the leadership of 
Congres$(I) ministers drove out polling 
agents of the opposition parties and 
genuine voters from polling booths and 
stamped the ballot papers according to 
their own choice. 

A polling agent of the CPI(M) was 
murdered inside a polling booth. In his 
message to the chief election commis¬ 
sioner after touring THpura on the day of 
the polls to monitor the parliamentary 
election held in the State in November 
1989, the cx-chifcf justice of Calcutta High 
Court, D S Teotin, who was sponsored by 
the Citizens Observer Monitoring Body, 
wrote “what took place, particularly in 
Ikipura West parliamentary constituency 
cannot be called election. It was virtually 
one-sided affair. Opposition party voters 
were not allowed to cast their votes, their 

TAMIL NADU 


JAYALALITHA JAYARAM has succeed¬ 
ed in enthusing not only the masses ‘out 
there' but also the staid Ikmil middle class 
‘in her^ in the course of her election cam¬ 
paigns in the State. The news media, 
especially, has been visibly impressed by 
lun ‘performance’ in far-flung villages and 
small dusty towns as she sets out to lay 
bare the DMK‘s ‘misdeeds’ under a scor¬ 
ching and relentless summer sky. News¬ 
papers, both Ikmil and English, have been 
replete with news of her promises, accusa¬ 
tions, charm, political skill. . and her 
fierce espousal of the ‘woman’s cause’ has, 
further, legitimised her in the eyes of the 
liberal bourgeois press and its adherents. 

There is, of course, much drama in all 
of this; especially since Jayaialitha never 
tires of bringing to public attention and 


polling booths. They were not even 
allowed to set up booths. 1 saw vehicles 
with covered number plates and packed 
with youths being escorted by police jeeps. 
These were earlier seen with local minister 
Samir Ranjan Barman's car at one polling 
booth. The election was totally rigged 
by the ruling party, i e, Congress! I)!’ 
Clearly, on the basis of past experience 
atone, one can question whether polling 
in the state during the forthcoming elec¬ 
tions will be free and fan. In the light of 
this background the transfer of officials 
on the eve ot the deadline can hardly be 
treated as innocuous 

So, Thpura can be taken as the ultimate 
test case to prove the Election Commis¬ 
sion’s neutrality. It is extremely doubtful 
whether the present government of the 
State with its dubious track record of 
murder, arson, rape and looting and stifl¬ 
ing all opposition by its musclemen before 
and after elections and electoral malprac¬ 
tices including rigging and booth captur¬ 
ing during elections will have the political 
will to conduct free and fair polls in the 
State. The high-sounding pronouncements 
of the chief election commissioner will cut 
no ice with the voters of Tripura unless 
he chooses to exercise his powers to en¬ 
sure that the voters in this beleaguered 
State can really exercise their political 
choice without fear of threat or 
intimidation. 


memory the violence inflicted on her on 
the assembly floors. She has displayed rare 
rhetorical skills in yoking together her per¬ 
sonal humiliation and what she refers to 
as the general deterioration of law, order 
and norms of public morality in Ikmil 
Nadu. Besides, her periodic, nostalgic 
(and politically astute) invocations of 
‘Puratchi Thalaivar’ MGR confirm her in 
her self-image as the much wronged and 
abused woman, whose protector and 
redeemei (who is, by implication the pro¬ 
tector of all Tamil women, their chastity 
and thereby the guardian of Tamil 
‘honour’), alas, is no more. On the other 
hand, her inflexible will to succeed, to 
ushei in a ‘golden age’ under the auspices 
of MGR’s memory legitimise her aspira¬ 
tions to power; thus the Ikmil masses 


the viilun (butminidhi and the DMX3 
and the equally deserved victory of the 
hero-heroine (MCR-Jayalalitha). 

Since life is never larger than cinema 
and politics in Ikmil Nadu, this grand 
opera of honour, revenge and redemption, 
comfortably translates itself into com¬ 
prehensible terms of political discourse; 
thus, the media, purveyor of politics-and* 
cinema, dutifully and without the least 
trace of irony records with zeal the 
political wisdom and sagacity of ‘MOR’i 
sworn heir*. It would not matter so much 
if all this were to result in a public debate 
about violence against women but what 
we, in reality, are confronted with is the 
spectacle of Jayaialitha espousing the 
cause of women in MGR’s name with the 
Congress(l) in tow, while the media in the 
State faithfully reproduce the strategic 
silences and elisions in this grand opera. 

Consider, for instance; 

—the silences regarding the wilful misuse 
and abuse of women in MGR films; 
specifically the covert interplay between 
a vulgarised female sexuality and a 
sickemngly fetishised motherhood that 
won the ‘Puratchi Thalaivar’ the votes 
of his female admirers; 

—the elisions in Jayalalitha’s well rehears¬ 
ed pas.sionate appeals against liquor 
dens; whereby MGR's shifting and op¬ 
portunistic positions on prohibition are 
unproblematicaliy reproduced in his 
heir’s electoral promises. Jayaialitha, 
thus, promises total prohibition on the 
one hand but meanwhile goes ahead 
and nominates well known hooch 
dealers to contest on hei party’s ticket. 
Moreover she has refrained from issu¬ 
ing strictures against illegal liquor pro¬ 
duction or drink-related violence 
against women, something which, the 
‘Pattali Makkal Katchi’ (PMK) has pro¬ 
mised in its manifesto; 

—the complete glossing over of the fact 
that sexual harassment and violence 
agaiast women constitutes the basis for 
Ikmil cinema and Tamil print media 
which have, in turn, contributed their 
own to the debasement of the public 
sphere of politics and to a misogynistic 
political culture. Jayalalitha’s appeal, 
deriving as it does from her cinematic 
association with MGR would, in all 
likelihood, sustain and prolong rather 
than challenge the un^hamedly ami- 
woman ideologies of a decrepit and 
moribund polity and culture. 

These are pertinent and embarrassing 
silences but Jayalalitha’s political rhetoric 
has sought to elide them even while mak¬ 
ing woman-related violence a main elec¬ 
toral concern. Her perverse political logic 
as regards women and violence has mostly 
gone unchallenged in the State. Neithei 
the media, nor the public nor the various 
other political parties in the State have 


The Grand Opera Unfolds 

V Geetha 


The refurbished image which Jayaialitha is projecting today as the 
champion of ‘women’s cause" holds haunting lessons for women: 
that their multiple causes Just might become the basis for a new 
patriarchal consensus. 
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fibd to iiebtte!^ iinift Jiiyal^ittaVa^ 
)pe^ then, lies pitcUely here; in that she 
has manaiged to communicate directly 
with the woman voter in the State on a 
matter that is of existential and everyday 
concern to us. The current election cam- 
paigm have demonstrated that political 
parties have added one more gesture to 
their existing repertoire of ritual genuflec¬ 
tions towards the landless, the homeless, 
the dalits, the tribals, the minorities; now 
politidans of all hues refer to ‘women’s 
equality and emancipation’. But it is 
Jayalalitha who has managed to bring to 
her campaign an *authenticity’. After ail, 
injured innocence and abused woman¬ 
hood are eloquent in themselves and 
especially so to an avid film-watching 
public that, then, consents to systematic 
violence against women choosing to take 
note of woman-related violenn only if 
issues of ‘womanly honour and chastity’ 
are involved. 

This bizarre scenario of Jayalalitha 
espousing the women’s cause under the 
bmign (non) gaze of MGR’s spectre, while 
the Congies$(l) smirks behind rubbing its 
hands together in anticipation of victory, 
is ail the more painful since the DMK-led 
alliance has refused to confront the issues 
raised by Jayalalitha except to confound 
them with their own specious arguments. 
Given the fact that the DMK’s political 
rhetoric has consistently devalued women 


IN mid-December 1990, a devastatii^ 
bout of communal violence broke out in 
Aligarh following certain reports in the 
dt/s local newspaper. These reports 
alleged that patients and thdr relatives 
had been deliberately killed on communal 
lines by dodors on duty at the Jawaharlal 
Nehru Medical (JNM) College, Aligarh. 
Even as this chiUing charge shocked the 
medical community, news items appeared 
in the national dailies alleging falx repor¬ 
ting of events by the local press in a 
d^boate attempt to vitiate the communal 
atmosphere and malign the AMU and the 
doctors of JNMC. Meanwhile doctors of 
A^ appealed to the medical community 
to verify the facts, and this appeal was 
published in Indian Express (Dember 25, 
1990). In response, the Delhi Medicos 
Ront (DMF), a Delhi-based oigwisation 
of progressive doctors and scientists, con- 


and glvm the acdohs of Dl^ leaders 
who have in thdr private and public lives 
managed to live up to the transgressive 
demands of that rh^ric, it is difficuh for 
the i^y to advance a credible defence in 
this instance. The silence of the Left con¬ 
stituents of the DMK alliance is altogether 
shameful. Thus, Jayalaiitha as the stout¬ 
hearted defrader of women’s rights might, 
after all, carry the day with her. 

Never mind her departures from the 
norms of classical Dravidian politics in 
her espousal of a pan-Indian Big Brother 
nationalism (after all, even Karunanidhi 
and the DMK have compromised most 
shabbily on the Eelam issue); never mind 
her vague and sentimental rhetoric (has 
not Karunanidhi, in a recent article, refer¬ 
red to the DMK as the chaste and virtuous 
Kannagi whose claims to justice and 
honour must be vindicated?); never mind 
her out-Mandalising Mandal (have 40 
years and more of Dravidian rule enhanc¬ 
ed the status of the most backward castes 
and the dalits? Witness, the rise to power 
of the DMK and the nature of its appeal), 
Jayalalitha’s ideological inconsistencies 
will not matter in the final analysis. 

But, for us, the women of this state, 
Jayalalitha’s rise to power holds haunting 
lessons: that our multiple causes just 
might form the basis for a new patriarchal 
consensus, forged, as the irony of history 
would have it, by a woman. 


stituted a team after approaching the 
Resident Doctors Association (RDA) of 
AlIMS (New Delhi) and the National Co¬ 
ordination Committee of Young Sdentists 
and Research Fellows. Consequently, a 
three-member fact finding team visited 
Aligarh on January 9 and 10. 1991, and 
extensively interviewed doctors (especially 
non-Muslim doctors on duty during the 
period of the reported incidents), nurses 
and other hospital staff, members of 
Junior Doctors Association (JDA), 
Aligarh, the medical superintendents of 
the JNM hospital as well as the district 
hospital, faculty members of JNM. and 
the district magistrate (DM), (Aligarh). 
Based on this extensive cross-section, the 
team released a r^rt in Delhi. The 
terms of reference of the enquiry were 
(1) whether or not any massacre of pa¬ 
tients and/or relatives occurred in the 


JNM hospital, and to wlod extent docta 
or hospital personnel were involve . 
(2) whose/what interests were involved in 
tlw misreporting (if any), and (3) role of 
the administration and police in this 
context. 

Based on their extensive interviews, the : 
team has put forward a reconstruction of : 
the sequence of events which occurred at 
JNM college on December 7-9,1990, ex- . 
tracts from which are as follows: "As a : 
consequence of the Ram Janmabhoomi- 
Babri Masjid dispute and the Ram 
Mandir construction programme at the 
disputed site in Ayodhya after break¬ 
ing/shifting of Babri Mosque by the 
Hindu communal forces like VHP, RSS, , 
BJP, and Bajrang Dal, etc, the entire coun¬ 
try has witnessed communal upsurge and 
violence in recent months. Communal 
passions, similarly, have been inflamed in 
Aligarh where rioting occurred in 
November-December 1990. Till date tlw 
city remains plagued by communal 
tension. On December 7, riots flared up 
in the city following alleged attack on two 
PAC jawans. However, conflicting reports 
could be gathered from the general publiq 
some alleged atuck on the masjid during 
Friday prayers as the genesis. Victims 
started arriving at the casualty of JNMC. 
The team found that after the first entry 
around 3.IS pm a total of 22 patients 
(including three Hindus) reported on the 
seventh, 37 patients on the eighth and 12 
on the ninth (including the driver of the 
casualty ambulance). The crowd of 
relatives outside the casualty kept moun¬ 
ting, increasing over 1,000 on the second 
day, especially due to the tension in the 
city!’ 

The report goes on to record, ‘‘On the 
eighth around noon, the Gomti Express 
was stopped in Aligarh despite curfew in 
the town, and Muslims were butchered. It 
was an organised plan with word of the 
attack all round in Hindu colonies. 
Around this time, the crowd outside the 
JNMC casualty was joined by *8011- 
sodals’, from nearby colonies. Communal 
slogans were raised and stabbing occur¬ 
red!’ The report analyses the causes of 
these as an exaggerated version of the 
Gomti Express killings, communal pas¬ 
sions flaring Up due to mutilated condi¬ 
tion of patients being brought to the 
casualty, and the provocation by ‘masked’ 
anti-socials. It notes ‘‘on the eighth, two 
stabbings occurred, one of a Muslim 
youth (due to mistaken identity), who died 
and another of a Hindu who was suc¬ 
cessfully treated in JNMC hospital. Ibe 
mob outside the casualty, meanwhile, 
vented its anger on the nearby Zakaria 
market where four shops out of a total of 
25 (three were drug shops) and one 
‘khokha’ belonging to a Muslim were 
looted and burnt. The team has related 
this attack to the probable pressing need 
for drugs for patients in the hospital, and 


Aligarh Hospital ‘Massacre’: Fact 
and Fiction 

Rajeah Sofat 

An independent three-member team investigates the allegation that 
patients were systematically killed on communal lines by staff 
doctors of the Jawaharlal Nehru Medical College Hospital in 
Aligarh during the Da:ember 1990 communal riots in the city. 
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the casualty or the hospital. The involve¬ 
ment of doctors or hospital ‘kanuncharis* 
can be ruled out authentically. The 
involvement of AMU students in the 
entire incident can also be ruled out with 
reasonable ccrtaint)^’ 

The team found that national dailies 
v'ere not distributed in Aligarh during 
these three days and the entire source of 
information wa.s the local Hindi press, 
which on the tenth had reported 74 per¬ 
sons massacred in the hospital, including 
24 patients by Muslim doctors (/lay, 
December 19. 1990). A mar UJala had 
boxed an item on December 11, reporting 
that over 200 weie killed by the JNMC 
doctors. However, as per casualty records, 
a total of 7.t patients lepoited at JNMC 
up !i. tenih as riot victims, of which 
merely eight weie Hindus. 

An intriguing aspect of the report is an 
interview recorded with a group of Hindu 
doctors by the '.cam. The report states that 
a Hindu member of the team was woken 
uj) by two people who were well aware of 
the composition of the team. They 
spccificallv excluded the Muslim member 
and took the other two to a ‘meeting’ out¬ 
side the campus, after pledging them to 
total secrecy about the venue and the par¬ 
ticipants. f-.ight Hindu doctors of JNMC 
were present at the venue and they 
venomousiy icpeaied the allegations of 
the local press, adding that the doctors 
killed patients by “cutting open major 
arteries” and removing drips and respi¬ 
rators. However, on cross-questioning they 
admitted that none of them were on the 
camous on the three coiicei ned days, and 
accepted that 50 pet ceni of the doctors 
of JNMC were non-Muslim.s. They were 
“unable to substantiate their charges with 
even second-hand evidence. All the eye¬ 
witnesses they specifically named, denied 
all allegations of massacre to the team. As 
a Hindu doctor pointed out ‘doctors 
are aware of much more .sophisticated 
methods of killing’.” Terming the group 
as ‘pro-Hindutva’ lundanientalists' the 
team comment.s “through one and a half 
hours of a meeting called by them for the 
express purpose none of the eight could 
name a single medical personnel or pa¬ 
tient, or substantiate a single allegation”. 

RoLt or Administrahon 

On the basis of the evidence ac¬ 
cumulated by it the team has branded the 
PAC as a communal force and advocated 
its dismantling. About the DM the report 
feels that the new incumbent has a pro- 
‘Hinduiva’ bias, and substantiates this by 
a series of facts: first, even a month after 
the incident, the administration had made 
no move to establish what really happen¬ 
ed. The DM had issued an official denial 
of the alleged ma.ssacre after visiting the 


hospital but nothing was bring done to 
counter himours and false propaganda. 
Rather “the DM still has doubts as 
echoed to the team". Secondly, the Gomti 
tragedy happened in broad daylight with 
thousands of communal fanatics braving 
indefinite curfew and with the whole city 
knowing of the organised plan, but the 
administration neither prevented the at¬ 
tack nor did it admit to prior knowledge. 
Thirdly, the DM was concerned about 
Hindus at AMU but not about “Muslims 
who constantly simmer in the fear of 
majority communalism and administrative 
bias and [the DMJ has issued several con¬ 
troversial orders like the closure of hostels, 
the order to channel riot victims (mainly 
Muslims) through the police, which 
discriminates the community they belong 
to, thereby denying them the benefit of 
immediate care, in gross violation of the 
Supreme Court verdict and medical 
ethics”. 

In fact “he initially denied any such 
order but later accepted it, saying that 
‘these patients are riot victims and not 
merely patients...’ He said that there is 
no police chamber near JNMC and ex¬ 
pressed his dismay that ‘even after per¬ 
sonal request, hospital authorities are ac¬ 
cepting not victims'. He later justified his 
order by observing that Muslims go only 
to JNMC and not to Malkhan Singh 
Hospital!’ 

Apart from active administrative con¬ 
nivance with the Hindu communal force 
the team concludes that it would not have 
been possible to cause widespread and 
continuous havoc without the involvement 
of political forces of the ruling class and 
shows the nexus of BJP and Congress(l) 
politicians in particular. It also notes that 
‘satta’ (gambling) played a significant role 
in keeping up the tempo of communal 
tension and violence. The other group 
found overtly benefiting from the pro¬ 
paganda against the hospital are private 
practitioners, who seemed to have been 
“actively involved in fuelling propaganda 
against JN Medical College”. The report 
also mentions that the team was unable 
to locate any Muslim fundamentalist 
groups but adds that even Hindu com- 
munalists do not levy specific charges 
against them. 

While the active involvement of the 
local Hindi press with its general com¬ 
munal propaganda and particular vicious 
role in this incident is documented in 
detail, the team was “deeply perturbed by 
the role played by Doordarshan which 
aired the newspaper reports without 
verification”. It is correctly pointed out 
that this “raises genuine doubts about the 
secular integrity of administration and the 
autonomy of Doordarshan”. Thus the 
“brute administration succeeded in yet 
another outrageous plan against humani¬ 
ty”. Some proof of the fabrications broad¬ 


cast fay Dooidardumaie tepCMsriTrioMi* 
of AMU and the hostels, of two polifip- 
men bring stabbed by students on AMU 
campus, of the murder of a local VHP 
leader, and worst, of dead bodies being 
found on the campus! 

The DMF report states. “At a time 
when communal passions are high, the 
value of news in a riot-stricken, curfew- 
bound city full of numerous rumours 
could only be realised by the lessons of 
the Aligarh tragedy”. National newspapers, 
which could have been alternative souroes 
of information, were burnt on the out¬ 
skirts. Asserting that “the iocri press ver¬ 
sion of JNMC incidents are totally 
baseless and fabricated—what happened 
was not reported and what was reported 
never happened” the team records that the 
false reporting served multiple purposes 
as the proverbial fuel to the fire of com¬ 
munal passions that too on a highly emo¬ 
tional issue. It notes “the propaganda goes 
on unchallenged and unabat^”. 

Recording that the AMU is a seat of 
Muslim intellectuals, known for its pro¬ 
gressive and secular traditions and hence 
has been a continuous target of Hindu 
communal propaganda, the report states, 
“During the stay of two days, the team 
was allowed free access to all parts of the 
hospital and wards. There was no evidence 
of deliberate suppression of facts and the 
attitude of all authorities in JNMC and 
the university was very cordial and co¬ 
operative. It would be worth mentioning 
that a number of non-Muslim junior doc¬ 
tors and must of nursing and other 
paramedical staff were doing their duties 
without fear.” It submits, “nothing 
[untoward] happened in the hospital 
premises of JNMC between December 
7-10, 1990. No patient and/or relative was 
killed by any hospital personnel. The team 
found no reason to doubt the secular 
character of AMU and “defends the 
JNMC whole-heartedly” while conten¬ 
ding that “there is an organised attempt 
to malign AMU by a nexus of Hindi press 
of UP, Hindu communal forces and the 
district administration. The Doordarshan 
newsdesk played a partisan role and aided 
Hindu communal forces to succeed in 
their evil designs!’ On the overall situation 
in the country, which provided the setting 
for the report, the team concludes, “the 
worsening performance of the state on all 
fronts, a deepening economic crisis, and 
its antecedent effects are forcing ruling 
class parties to take a stance aimed at 
diverting the attention of the nation to 
peripheral issues” and asks the people to 
see through the evil designs of all ruling 
class parties and advance democratic 
struggles. 

[The thiee-meraber fact finding team compriaed 
D K Saxena (NCCYS and RF), Najib Siddiqi 
(DMF) and the author (ROA, AIIMS).| 
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The Press and Jan Vikas 
Sangharsh Yatra 

Ashish Kothari 


A clear link between the government of Gujarat and the Gujarati 
media was revealed not merely by the fact that the latter 
paiotUcally parroted everything that Chimanbhai Patel or other 
politicians said, but also by the similarities between official press 
handouts and the news reports in various papers. 


THE conduct of the press during tne. 
tecent Tive-week long Jan Vikas Sangharsh 
Vitra (December 25,1990 to January 31, 
1991) in the Narmada Valley invites com¬ 
ment. The national press (Enghsh and 
Hindi) was, with some notable exceptions, 
balanced in its reporting, but the local, 
especially Gujarati, media buried objec¬ 
tivity and bent over backwards in trying 
to denigrate the Yatra and its organiser, 
the Narmada Bachao Andolan, revealing 
a clear nexus between itself and the State 
government. 

The Vbtra was an attempt hy tnbals and 
peasants threatened with loss of home, 
land, and cultural destruction by the 
Sardar Sarovar Project in Gujarat to 
assert their right to life and livelihood Its 
specific demand was a comprehensive 
review of the project, and a stay on all 
irreversible work while such a review was 
on. This the Yatra participants aimed to 
io by trying to halt themselves the con¬ 
struction work on this project, by offer¬ 
ing peaceful saiyagraha at the dam site 

It was at the level of the Yatra's aims 
itself that the distortions in the Gujarati 
press started. ‘Baba Amte’s band out to 
break the dam’ was the constant refrain; 
thp Yatra was seen as a violent move to 
smash the dam wall, and allegations ap¬ 
peared that the marchers were carrying 
bombs, that Medha Patkat, Girish l^tel, 
and numerous tribals were preparing for 
armed combat (Gujarat Samachar, 
31/12/90), that Gujarat's peaceful 
citizenry would be attacked with bows- 
and-arrows, spears, sticks, scythes, and 
other weapons (Sandesh, 29/12/90), that 
secret youth groups had been formed to, 
‘innitrate* Gujarat from various points 
and smash the dam (Loksatta-Jansatia, 
29/12/90), that Swami Agnivesh (an 
active supporter of the Andolan) had 
overnight disappeared from the Yatra 
cAinp and would reappear at the dam site 
to sabotage it (Pravasi, 31/12/90). The 
cake was taken by an imaginative Gujarat 
Samachar staff photographer who got 
some tribals at Alirajpur (who had 
nothing to do with the Yatra) to pose 
aggressively with thm weapons, and 
claimed that Yatra participants were being 
trained to use them against pro-dam 
people and officials! A report in the same 
newspaper claimed that the following 


slogan was common in Baba Amte’s 
camp: “Every bullet from Gujarat-police 
will be answered by two arrows from us"! 
Through these and other distortions and 
lies, the Gujarati press continued to create 
the impression of a violent, ‘anything- 
gocs’ mob hell-bent oti breaking the dam. 
And this despite the many clear indica¬ 
tions of the genuinely non-violent and 
peaceful nature of the Yatra, including the 
total absence ol weapons (the tribals were 
told specifically to leave their bow-and- 
arrows, scythes, etc, behind), the tying of 
hands of Yairis when entering Gujarat, the 
refusal to clash with people blocking the 
way, and the constant refrain Hanila 
chahe jam hofta, haath hamara nahi 
iifhega (‘Whatever the nature of attack, 
we will not raise oui hands’). 

Perhaps even more dangerously, the 
t'lujarati press spared no effort in trying 
to portray the Yatra a.s ‘anii-Gujarat’ (for 
once, the usual allegation of em ironmen- 
talists and social activists being ‘anti- 
naiionar was pushed to .second place!). 
This was done first by equating anii-SSP 
protestors as anti- Gujarat elements, using 
the highly questionable assumption that 
SSP IS the ‘lifeline’ of Gujarat, ignoring 
the very many substantial arguments put 
forth by the Andolan against this assump¬ 
tion. But the press did not stop at this. 
Subtle and not-so-subtle hints appeared 
of the ‘clear intentions’ of the Yairis to 
create a ‘regionalist’ war between Madhya 
Pradesh and Gujarat, as evidenced, 
apparently, by constant ‘anti-Gujarat’ 
slogans in Baba Amte's camp (Gujarat 
Samachar, 31/12/90). For the Gujarati 
media, as also for the government of 
Gujarat, the MP-Gujarat border almost 
took on the appearance of an inter¬ 
national boundary, and the Yatris all but 
became foreign aggressors. 

As if this was not enough, the Gujarati 
press started creating imaginary divides 
between Baba Amte and the rest of the 
Andolan leaders. No one will deny that i 
there were differences of opinion between 
various members of the Andolan’s 
decision-making group, consisting of 
village representatives and activists (in¬ 
cluding Amte). These differences per¬ 
tained mainly to strategy, which was 
ducussed every day of the ^tra. It is, in 
fact, a sign of the strength of the move- 
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men n suen aimrancH are open^ wiMoecl 
and resolved. The omnipresent press is 
boimd to hear these diverse opinions, but 
ought to be responsitde enough to take 
them in the right spirit. Not so the 
Gujarati press, lb it (and even, surpritnng- 
ly, to The Times of India, signs of a ‘split’ 
appeared as soon as the khtra started, and 
‘disenchantment’ of the tribals with Amte 
grew as the march proceeded. And what 
were these signs? One, the press said, was 
the change in slogan, from Baba turn 
sangharsh kan^ hum tumhare saaih hein 
(‘Baba carry on your struggle, we are with 
you’), to Sangharsh hamara jari hai. Baba 
hamare saath hein (‘Our struggle is on. 
Baba is with us’). With a bit more in¬ 
vestigative zeal, or perhaps simply greater 
honest)', the Gujarati press ought to have 
reported that this change was affected on 
Baba’s own promptings, and in consulta¬ 
tion with other Andolan leaders, to 
highlight the genuine mass base of the 
movemenr. 

The need for the Narmada Bachao 
Andolan to make such symbolic changes 
was prompted only in part by the inter¬ 
nal dynamics of the movement, specifical¬ 
ly as a balance to the natural tendency of 
many of the Narmada Valley people to 
look up to Amte as a leader. B.i: more 
than this, it was done to counter the 
excessive Amte-isation’ of the movement 
by the state and the press. In this the 
national pre.ss was as guilty as its regional 
counterparts. Headlines regularly used the 
phrase ‘Amte’s followers’ or ‘Amte’s band’. 
Perhaps the crucial difference between the 
national and regional press in this was that 
the tonner appeared to latch on to Amte 
simply due to his charisma, while the lat¬ 
ter deliberately tried to make out a case 
of Amte vs the Andolan. Interestingly, in 
this the Gujarati papers mirrored the 
attempt of the government of Gujarat to 
single out Baba, deliberately ignoring the 
rest ol the Andolan’s leadership. That 
howevei, is material for another article 

Composition of Yatra 

The composition and magnitude of the 
Yatia wcie also subject to wild distortion 
by the press. The Gujarati papers con¬ 
sistently understated the number of Yatni 
participants (at times claiming participa¬ 
tion to be less than 500), while a few 
English papers, at times overstated it (such 
as The Independent, with a figure of 
7,000). Both are unacceptable if they are 
deliberate distortions, as they must be 
when an honest figure of 3,500 (the ap¬ 
proximate number of participants when 
the Vbtra reached the Gujarat-Madhya 
Pradesh border) becomes 500 on one side 
and 7,000 on the other. 

Remarks about the composition of the 
Yttris were even more objectionable; 
Loksatta reported that the number of fun¬ 
seeking city youth in Baba’s camp was 
greater than the number of Adivans. An 


tm 



)iuuin, WIKI cHiimeu ici nave iniinniiea 
the \htra camp and ’discovered’ that most 
of the Yatris were hired by Baba Amte for 
R$ 25 per day, and that liquor was ‘flow¬ 
ing freely’ in the camp, was eagerly lap¬ 
ped up and given prominent headlines 
[Gujarat Samachar, 2/1/91). Worse, 
Gujarat Samachar (7/1/91) claimed that 
many of the Yatris were drug pushers and 
wood smugglers, whose business would be 
affected since the dam would submerge 
extensive poppy fields and forests. It even 
went on to suggest that Baba himself was 
benefiting from these illegal activities; 
why else, it asked rhetorically, would he 
leave his lepiosy patients and settle on the 
Narmada banks? According to another 
Gujarati paper, Pravasi, (2/1/91), criminal 
elements of Madhya Pradesh were forcing 
people to join the Yatra. 

Direct, and not-so-direci, character 
assassination was also the order of the day 
for the Gujarati media. Baba was alter¬ 
nately described as senile, as a mere pup¬ 
pet in the hands of extremist youth, as a 
‘foolish environmentalist’ out to cause 
‘regional war between Gujarat and 
Madhya Pradesh’ {Gujarat Samachar, 
31/12/90), and amusingly, as ‘worn-out 
hardware’ for Medha Patkar’s “software’ 
{Gujarat Samachar, 7/1/91). These last 
two descriptions were penned by one 
Devendra Patel, and the newspaper can 
claim that it was merely allowing freedom 
of expression in printing his article. 
Sandesh can make the same claim for the 
writings of one Swami Sacchidanand, to 
which enormous quantities of newsprint 
and advertisement space were devoted, but 
which consisted of little more than calling 
Andolan participants various denigrating 
names (‘mosquitoes’ was one of the more 
amusing ones), or spreading canards (pro¬ 
viding the Yatris a big laugh when, once, 
he married me off to a fictitious German 
girl, through whom (he Andolan was 
allegedly receiving foreign funds). But a 
paper which allows such blatantly scur¬ 
rilous and deliberately provocative 
writing, and simultaneously blanks out 
any responses/rcactions from the victims 
of these articles, is clearly being very one¬ 
sided in its championing of the freedom 
of expression. 

Another favourite theme of the 
Gujarati media, and in this it was at times 
joined by the Hindi and English regional 
and national press, was the alleged 
‘foreign links’ of the Andolan. In the first 
few days of the Yatra, photographs of 
foreign participants in the Yatra (a hand¬ 
ful of members of international groups 
who are fighting against the involvement 
of the World Bank and their own coun¬ 
tries in financing the Sardar Sarovar 
Project) appeared prominently in almost 
all Gujarati newspapers to ’prove’ the 
‘fact’ that the movement was ‘incited and 
’funded’ by ‘outsiders’ who did not want 
to develop. Gujarat Samachar 


spenaing niKns anu laxnes ot rupees, ana 
where did this money come from If not 
from foreign sources? A Blitz headline 
screamed ‘Foreign plot exposed by (Thief 
Minister’, and thereafter proceeded to 
repeat all of Chimanbhai Patel’s lies as if 
they were gospel truths. Repeated chal¬ 
lenges by the Andolan, to the government 
or to any other person/agency making 
these allegations, to prove their charges 
were of course consistently ignored by the 
Gujarati press. Only the Hindi regional 
press, and a part of the national press, had 
the honesty to report these disclaimers 
and challenges by the Andolan. 


Blatant acts of distortion and half-tnith 
were mirrored by a studied silence, 
especially on part of the Gujarati press, 
where it came to news which was pro- 
Andolan or anti-dam. Such omission can 
be as important in moulding public 
opinion as actual reporting, and the 
newspapers used it to full hilt. The diuly 
press releases issued from the Sangharsh 
Yatra camp were ignored. A number of 
events were completely blacked out or 
given an inconspicuous, almost hidden, 
space in the papers. The departure of a 
small group of tribals (11 in all) for 
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reasons back in vilbii«es 
was blown up by the Oujarati papers 
{Sandesh, 14/1/91) as indications of a col¬ 
lapse in the movement, but the daily 
arrival of dozens, sometimes hundreds, of 
new people from the Narmada Valley 
towaids the latter half of the Yatra, to 
express solidarity with the seven fasting 
people, went completely unreported! A 
day-long ‘Ghati bandh' (Valley colsuie) on 
February 12,1991, in which entire villages 
and towns (Kukshi, Manawer, Anjad, and 
several others) participated in support of 
the Yatra, was similarly ignored. It was, 
however, picked up by the Madhya 
Pradesh Hindi media (Nai Duniya 
13/1/91). Most damaging, the participa¬ 
tion of over a .score of Gujarati organisa¬ 
tions. and several prominent Gujaratis, in 
the Yatra, was ignored; only the Sandesh 
once grudgingly admitted that many 
Gujaratis were suppoiting the Andolan 
(13/1/91). Rock-bottom was reached when 
not a single Gujarati newspaper reported 
a demonstration in Ahmedabad, in mid- 
January, in support of the Yatra, which 
was violently broken up by Janata Dal 
Youths. Also ignored was a statement, 
released to the press on 17/1/91 by over 
lOfl eminent Gujarati academics, artists, 
and others, condemning the State govern- 
, meats misuse of resources to build a mass 
anti-Andolan hysteria. The statement 
urged the government to step down from 
Its stubborn stand and talk with the Yhtris. 
These omissions were not surprising, for 
such reporting would have shattered the 
‘all-of-Gujarat-stands-united-in-support- 
of-thc-dam’ myth built up by Gujarati 
politicians and media over the last few 
years. 

Also conveniently blacked out was the 
true nature of the pro-dam rally, the .so- 
called Shanii Yatra, organised in Gujarat 
to stop the Sanghaish Yaira. The blatant 
use of state resources (vehicles, fuel, elec¬ 
tricity, infrastructure, etc) for the Shanti 
Yatra, the lumpen behaviour of many of 
sits participants (they actually laughed and 
clapped when Baba fell unconscious one 
day), their shameless use of below-the-belt 
tactics (such as blaring loudspeaker at full 
volume through the night, within hearing 
range ol Baba's bus), the parading of 
Home Guards (some of them with their 
uniforms peeping out from under their 
'civilian' clothes) as pro dam Gujarati 
citizens, the discriminatory use of Srction 
144 to restrict ihc Sangharsh Yatra par¬ 
ticipants while allowing the Shanti Yatra 
members free access or; certain occasions: 
all these and other cvents/fcatures which 
showed up the Shanti Yatra for what it ac¬ 
tually was, were given a royal pass by the 
Gujarati media. Quite ihc contrary, an im¬ 
pression was sought to be created of a ‘sea 
of humanity’ spontaneously rushing to 
Perkuwa to stop the Sangharsh Yatra, 
braving the cofd, displaying admirable 
patience and non-violence. Fortunately 
there were several independent media per¬ 


sons. imdbdingeamem widii^ % ' 

present to record the truth (for instance, 
Lester Co><tinho's. report in The Times of 
India, 28/12/90). The editors of Sandesh. 
Gujarat Samachar, Pravasi. Loksalia- 
Jansatta, and other Gujarati newspapers, 
would do well to look at the video 
coverage of the Yhtra; but then, so harden¬ 
ed must they be in their unconcern for 
such peripheral things as the truth, that 
perhaps they will not even blush. 

A clear link between the government of 
Gujarat and the Gujarati media was 
revealed not merely by the fact that the 
latter periodically parroted everything that 
Chimanbhai Patel or other Gujarati 
politicians said, but also by the not-so- 
coincidental similarities between official 
Information Bureau press handouts and 
the news reports in various papers. 
Indeed, government press releases were the 
source of many a lie that appealed in the 
Gujarati media. 

Daily releases from the Gujarat govern¬ 
ment’s Information Bureau usually con¬ 
tained glowing accounts of the pro-dam 
Shanti Yatra, including full statements by 
Urmilabehii Patel (Chimanbhai Patel's 
wife, and one of the leaders of the pro¬ 
dam rally) and other leaders. But they 
often also described, in as denigrating 
terms as possible, the Sangharsh Yatra and 
its participants. An oftlcial press note on 
31/12/90 reproduced Swami Sacchida- 
nand’s statement alleging that “Baba was 
out to break the dam even as the Gujarati 
public was dying of water and food scar¬ 
city". The same day another official press 
handout claimed that there were one or 
two thousand people m the Sangharsh 
Yatra, ol whom only a handful were 
iribals, and the rest urbanites; this was 
repeated on 5/1/91, when, of the “less 
than 9{X) left, most were urbanites and 
fashionable youths”. The note of January 5 
was, indeed, full of defamatory gems; 
“Baba and other Andolan leaders hold no 
ideological position other than a stubborn 
opposition to SSP”, “Baba is a puppet in 
the hands of otheis”, "anii-dam people 
have little factual basis for thcii argu¬ 
ments, and are relying more on tribal 
weapons and fundamentalist environmen¬ 
talism to oppose Gujarat’s development”. 
The previous day, an Information Bureau 
handout claimed that police was forced 
to round up 117 Yatris, as they became 
violent and aggressive despite the collec¬ 
tor and the DIG appealing for peace; this 
note completely ignored the fact that most 
of these people, who had entered Gujarat 
and were squatttng on not being allowed 
to go in further, were arrested late in the 
evening, when they had started to eat! It 
also conveniently omitted any mention of 
the completely unprovoked lathichaige on 
peacefully squatting protestors, which 
preceded the arrests and which was 
reported by most national dailies and 
regional Hindi papers. One day before 
this, on 4/1/91, the clash between Yatris 


md p^ce was dekiibexi by an Informa- 
tion Bureau press release as “a violent 
attack on pro-dam people and home 
guards/police”. A concocted story was 
presented, of a Yatra activist trying to 
snatch away the ‘mangalsutra’ of a woman 
home guard. Gujarati newspapers of 
course gleefully lapped up this untruth. 
The official press release ended by giving 
the amazing ‘news’, that it was on a 
complaint by this home guard that 
seven activists were arrested—as if tt 
would require seven people to snatch a 
‘mangalsutra’! 

A frequent theme of these official 
handouts was the allegedly growing 
‘disenchantment and despair’ in the 
Sangharsh Yatra camp. A reported state¬ 
ment by Maneka Gandhi, union minister 
of state for environment atid forests, that 
there was no question of reviewing the 
SSP, was thought to have caused dejec¬ 
tion in Baba's camp while spreading cheer 
in the pro-dam rallyists (3/1/91). Baba 
was described as “standing on the door¬ 
step of his ambulance, looking at the pro¬ 
dam rally with helplessness and despair” 
(5/1/91). And another official release 
claimed that “700 Yatris had abandoned 
the camp after realising that the Andolan 
had misled them, that the government of 
Gujarat would ensure that they get 
everything possible”. 

Instances of consistently balanced 
reporting in the Gujarati media are hard 
to come by, but a few publications were 
more conscientious than the major dailies. 
Gujarat Mitra pubiished a five-part arti¬ 
cle giving the Andolan’s version of the 
story, the Gujarati edition of The Times 
of India was relatively more balanced in 
its coverage, and the magazine 'Abhiyan 
came out with a bold and truthful expose 
of the real issues involved. But these were 
flashes in the pan, exceptions to the rule. 

In today’s world, the media is a great 
opinion-builder, an influential moulder of 
public policy, a powerful watchdog. 
A press which systematically raises 
regionalist fervour and vilifies the 
atmosphere by distorting or hiding the 
truth is a sick press, one which has ab¬ 
dicated its responsibility of being the 
society’s watchdog. When the watchdog 
itself turns monster, there is indeed occa¬ 
sion to mourn. A complaint regarding the 
Gujarati press’s biased treatment of the 
Yatra, filed by the Narmada Bachao 
Andolan, is pending before the Press 
Council. The decision of the Council will 
tell whether the mourning can be con¬ 
verted into a regained sense of hope. 
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Uncertain Election Prospects 
in Nepal 

Bnihntanand Mishra 

None of the political parties, not even the well-organised Left, 
appears to have taken seriously the significant gains for 
democracy after the overthrow of the party-less Panchayati Raj a 
year ago. 


THE poliiical renaissance in Asia which 
began in the early part of this century was 
basically concerned with the tight to self 
rule which was the principle platform ol 
the Indian National Congress under the 
leadership of Mahatma Gandhi. Though 
Gandhi had a very clear concept of the 
nature of democracy he envisaged, the 
movement initiated by him got largely 
oriented towards one goal; getting rid ol 
foreign colonial governments which were 
then ruling most parts of Asia. As a con¬ 
sequence the inherent political culture as 
adopted by many western countries and 
developed through practice over a period 
of centuries failed to take root here. The 
humiliation of being ruled by an alien 
country was .so predominant in the minds 
of the leadership that other aspects of the 
practice of democracy were conveniently 
ignored, or at best ill implemented or 
adopted with reluctance. This naturally 
had an impact on neighbouring areas 
which were either ruled by a foreign power 
or an indigenous power in agreement with 
the colonial power. The democratic ex¬ 
periments carried out by the national 
government of India largely effected and 
have greatly determined the perception of 
democratic government in the neighbour¬ 
ing countries. Unfortunately in the last 
analysis the predominant compulsion of 
politics in India today is to stick to the 
‘gaddi’ by all means. This has encourag¬ 
ed the free use of money and muscle 
power to obtain the ‘consent’ of the 
citizens to rule. This process has distorted 
democratic values. 

Nepal successfully overthrew the Rana 
autocratic regime which was in the pro¬ 
cess of collapse any way with the depar¬ 
ture of the British power in India in I9S1. 
This movement generated high hopes of 
the emergence of democratic culture 
among the people. Everybody thought 
that the party instrumental bringing about 
the ‘revolution’ would do something to 
initiate and educate the people about 
democratic norms and culture. But it 
failed to do so. This was one of the 
reasons why when the first Nepali Con¬ 
gress government which had won by an 
overwhelming majority in first general 


election was summarily dismissed and its 
leaders put behind the bars in a royal coup 
by the late King Mahendra in i960, no 
voice was raised against the action. 

Between the royal coup of I960 and the 
successful movement for the restoration 
of democracy last year, 30 long years have 
passed. The people naturally believed that 
the political parties have learnt their 
lesson and remembering the past would 
make determined efforts to encourage the 
establishment of democratic noims and 
processes. But the year that has passed 
gives no indication of any such thing. The 
old style political bickerings arc again 
visible and the extensive use of muscle 
power and money has replaced whatevci 
political ideals the parties have been 
harping about in the last 30 dark years of 
party-less Panchayati Raj. 

With the general election scheduled for 
May several incidents in various parts ol 
the country indicate that the democratic 
process matters very little here. Reports of 
violence and attacks on opponents have 
become so common that the people have 
begun to accept it as a part of the political 
game. 

Though voluminous manifestos have 
been issued by various political parties 
they do not .seem to have touched the core 
problems of the people. Slogans which 
sound good arc hardly ever translated into 
reality which is evident from the fact that 
promises made by the interim coalition 
government to the people have only re¬ 
mained on paper in last 12 months. The 
government’s promi.se to curb and control 
the prices has had little impact; the price 
rise during the period has been 50 per 
cent. The government’s determination to 
eliminate corruption and give a clean and 
efficient administration has proved to be 
a mirage. Corruption is more visible now 
than in the ousted panchayati regime and 
administration is virtually at a standstill. 
The law and order situation has worsened 
and citizens are dismayed to hear that they 
themselves are responsible for their safety 
and security. 

It is against this background that voters 
are scanning the election manifestos of 


political parties. The leaders of vatious 
political parties having failed to reassure 
the people and have taken recourse to the 
old style bf manipulative politics. Though 
the election manifestos make brilliant pro¬ 
mises they do not spell them out in con¬ 
crete terms. All parties have tried to incite 
base emotions of people for their party’s 
benefit ignoring existing ground realities. 
Some parties, like the Nepal Communist 
Party (United Marxist Leninist f^rty or 
U M L) have called for the scrapping of the 
indo-Nepal peace and friendship treaty of 
1950 and stoppage of recruitment of the 
Gorkha soldiers into the British and 
Indian army ignoring the economic con¬ 
sequences It entails. Though it is largely 
realised that the water resources should be 
harnessed to the benefit of both the coun¬ 
tries, India and Nepal, and the lapses in 
the past in this connection should be cor¬ 
rected through mutual understanding, two 
parties, UMl and the Rashtriya Praja- 
tantra Party (Chand) have stated that 
there would be no question of sharing 
Nepal's water resources with India. This 
thinking in itself is absurd as the vast 
power resources of the kingdom are going 
waste much to the disadvantage of the 
people of both countries and most people 
here including, ironically enough, the 
people who have drafted the manifesto, 
maintain privately that properly planned 
use of water resources would bring im¬ 
mense benefit to both the countries. 

1'hough various promises on bold lines 
have been made in the manifestos for the 
welfare of the ethnic groups and the 
people of both the ‘terai’ and hilly regions, 
they have failed to convince them about 
the parties’ seriousness on the issue Pro¬ 
minent parties have for instance failed to 
establish their good intentions—evident 
from the distribution of tickets for the 
torthcoming elections. So long as various 
ethnic and regional groups are not assured 
and taken into conridence the process of 
nation building will suffer and the situa¬ 
tion may even threaten the national inte¬ 
gration of the kingdom. Ethnic groups 
and regional organisations, are, therefore, 
making a determined bid to win maxi¬ 
mum number of seats in the election and 
make a strong presence in the next 
parliament. 

As the situation prevails today the 
Nepali Congress, though the oldest and 
largest political party in the kingdom has 
failed to gain the confidence of the people 
and i! is the United Marxist Leninist Paily 
popularly known as UML which, with 
disciplined cadres and well-knit organisa¬ 
tional cells in the hills and the terai’ which 
seems to be heading for success. 

The other parties between them have 
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aim areas of influence and strong bases 
of their own. For instance Rashtnya 
Praiatantra Party, RPP (Thapa); and the 
Nepal Sadbhavana Party will bag many 
scgts on then own and in many consti* 
tuencies their presence will cause the 
defeat ol Nepali C ongress candidates 
This, It IS said, has alarmed the South 
Block in New Delhi and they are reported 
ly working towards a patch up among the 
three parties The anguish of the people 
of the ‘tc,ar is mounting so much that 
observers are apprehensive ol a situation 
similar to that in Sri Lanka unless satisfac 
tory rational efioris arc made at the tup 


IHt euphoric hope that the loimii CiDR 
woulu lead C Id Ilians to a ness e onomic 
miracle makiii)! ihc nition the siroimcst 
economic posscr ol 'he world lias suddenis 
vanished Instead ot bcconuti,< the golden 
nest ol (iciman ccoiKm > I asi (nimaii, has 
beconu an ccoiioniic giisisa'd vciih the 
Gctinaii nation disiJcd into a prosficrous 
and ccuMomK,il c hoonnng west and i 
piiublc dilapidated iiid hops less e isi 
Till reckless die nil ol the I asi (n rtnatis 
ot lumping into i liisiirions lilt soon atier 
the introduction ot the tmman niaik has 
burst like soap biibbh I he magnt tic powei 
of the (itrman niaik that cleetrilied Last 
German population lo cote toi the unitica 
turn ot Cicrmans li is withe ted awav 1 hen 
hope that ineie possession ol the Cierinari 
mark would enable them lo acquiie the glit 
teritig West (leiman li mg stanelard has pro 
ved fruitless 1 hey aie lodas as pooi as they 
had been duitiig the past 40 years under 
communist rule I hey ait embntcicd, 
despondent and dismayed and do not under 
stand that they should woik hard to laise 
their living standard A re,.cnt remark by 
Karl Fochl, president ol the hcdeiai Bank 
that the German maik, that everyone in the 
world wants to possess, is the ‘mam cause' 
of the economic ‘disaster m E.ast Germany 
have shocked the Last Germans They now 
openly question the benefits of the unifiea 
tion of Germany to the I asi Germans 
The market economy has created many 
problems The factories ate collapsing one 
after another Others, which still function, 
ate drastically reducing then personnel 
Ihere is a threat of mass employment and 
life has become expensive West German in 
dustnes, the hope of East German economic 


levels end tiie idtuttioa stopped Rom 
detenomting fuitber. The Left orginisa- 
tion in Nqial being inclined towards 
China the Smth Block seems to have been 
alarmed and is reportedly going out of its 
wav to help the democratic parties 
materially as well The red wave of the 
eaily 1950$ which resulted in the victory 
ol the {.eft combine in the local election 
IS still obviously casting lU shadow on 
South Block This could have a far- 
reaching impact on the Nepalese psyche 
and stiong reactive nationalism may 
sweep over the kingdom which may in 
turn result in strong anii-indian feelings 


dcsclopinent, have adopted a wait and see 
policv Ihc Licrman maik and the market 
economy have turned Last Germany into a 
poorest pari of Iht richest nation 

With each passing day. East Germany is 
sinking into an economic morass hear, 
Irusiration and hopelessness have gripped 
the entire population I he economic woes 
have also had dramatic consequences More 
and more Last Ctciinans are committing 
uicidc because they have lost their jobs and 
because they cannot pay their debts and see 
no lutuic In 1990 a total of 4,292 people 
commuted suicide in Last Germany and the 
numbei is growing each day 

1 he disparities between nch and poor has 
cieated social and political unrest It has 
demolished Last Cicrmans faith m Chancellor 
Kohl and his gusermnent According to the 
I iicst opinion poll 82 pci cent East 
(>c<mdns arc disappointed with the Bonn 
government because ol Us failure to offer 
them ihe luxurious life they expected after 
the unification lot the tirst lime since Ihe 
umtication of the lountiy, hundreds and 
thousands ot dissalisfird Last Cicrmans have 
gone to the streets to protest against the 
economic misery and pa'-iicularlv against 
( hancellor kohl for his ‘failure to keep his 
piomist Ihousands ot jobless Last 
Gcimans are also migrating to West 
Ciermanv in search ot jobs and better life as 
they have done during the past 40 yeais 
Accoiding to the Institute ot Cierman 
Economy in 1990, 4,80 000 Last Germans 
migrated to West Germany This year one 
million or more L asi Germans are expected 
to migrate in search of jobs and shelter In 
addition 4,00,000 commute to work in West 


German worker earns 40 marks an hewr far 
the same job Every fifth person Is EM 
Germany is today jobless and the niuntier 
of unemployed is expected to rise to four 
million iv the summer of the year. The 
Institute warned that "if chances are aol of¬ 
fered soon to remove the curtem hopetas 
situation, a social conflict with senous omi- 
sequences is inevitable’* According to an* 
East German politician the growing nunber 
of jobless persons and the soaai discrepan¬ 
cies have created a ‘dangerous* situation. “It 
IS like a dynamite that can explode nay 
moment East Germany is heading toward 
a serious confrontation The pnees of all 
foodstuffs have gone up to VAst German 
levels, while the income of the people con¬ 
stitutes less than 50 per cent of West 
Germany The finanaal apartheid is respon¬ 
sible for the social unrest” 

in 1989 when communism felt apart, 
many i:a$t Germans endeavoured to per¬ 
suade the Bonn government to support the 
East German mark for a stable economy 
But their suggestion was curtly rejected 
Even the appeal of the president of the 
Federal Bank for a gradual conversion of 
East German mark remained unheard. 
Warnings by economists and ftnancial 
experts of the devastating consequenerc of 
an early monetary union were dismissed as 
idle talk Nine months after the monetary 
union, the consequences of financia! apar¬ 
theid are visible everywhere. A Bnhn 
newspaper commented that “the people of 
East Germany, who have been promised a 
glittering edition of an economic sroiider in 
the West, have been cunningly decaved The 
East Germans can now express their heartful 
thanks to the Bonn authorities for then 
miserable economic situation” 

I he gigantic rmanciai experiment of the 
century to restore ailing East German 
economy has confronted the Bonn autho¬ 
rities with many invisible problems they did 
not dream of earlier Many people bdieve 
that the magical power of the Gennan mark 
and the market economy will not solve the 
Last German problems Others tend to the 
failure ot the Bonn authorities to rebuild 
East German economy as a harbinger of an 
unstable era Bonn’s finance minister Tbeo 
Waigel warned that Germany finds itself in 
‘the midst of a crisis’ and called the EM 
German problem a ‘psychologicai issued Hk 
pessimists recall that November 9, the day 
communism toppled in East Germany, was 
the most inauspicious day m German 
history It was on November 9, l9iS, that 
Germany capitulated On November 9.1923, 
Adolf Hitler set up his National Socialist 
Movement, which a few years later entangled 
Germany in the bloodiest war m lU history, 
besmirched its name and divided the nfedoo 
for more than 40 years They now few that 
history might repeat and Germany migld 
march toward a new economic catastngdw 
the thud in a century 


Uneven Benefits of German 
Unification 

Hemrn Ray 

In 1989 all warnings that a rapid monetary union of the two 
Germanics would spell disastci were brushed aside impatiently 
Today, some of these Mdiiungs may be coming true 
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Technology in Third World 

Bernard D'Mello 

Tecbnoluf^cal Advance in the Third World: Strategies and Prospects by 
M R Bhagavan; Zed Books, London. 1990; pp xii + 156, price not stated. 


THERE are enormous differences in the 
technological capabilities of countries com¬ 
prising the Third World. And given the con¬ 
siderable political, economic, social and 
cultural diversity, one might question the 
utility of formulating general strategies of 
technological advance. M R Bhagavan has 
tried to circumveni the problem by classify¬ 
ing Third World countries into four 
caiegorie.s depending on the degree of 
industrialisation and technological 
.sell-reliance. 

Bhagavan first sets out rathei neatly the 
characteristics that distingui.sh the three 
industrial-technological revolutions that 
have iKcurred since 1760, The leading sec¬ 
tors of the first revolution (1760-1860) that 
took place in England were textiles and iron 
and steel with steam as the major motive 
power. The leading .sectors of the second 
revolution (1860-1960) that took place in 
Cjcrniany. US, UK and France were steel, 
lailway equipment, automobiles, chemicals 
(ill paiticiilar synihetic dyes and plastics), 
electrical equipment and synthetic textiles 
with electricity and petroleum as the major 
energy sources. The leading sectors of the 
third rcvcilution (I960 onwards and still 
underway) that began in lapan and the US 
arc telecommunications, aerospace, com¬ 
puters, microelectronics, informatics, 
roboiics, biotechnology and new materials 
(e g, optical fibres). The author labels the 
technologies of the three successive 
industrial-technological revolutions ‘early 
modern technology’, ‘standard modern 
technology’ and ‘highly modern technology’. 
The degree of automation, science-ielated- 
ncss and reseaich intensity increase as one 
moves down the line from early modern to 
highly modern technology. The dominant 
skills and dominant innovators change from 
arts and crafts and master craftsmen/m- 
gemous mechanics/indivtduai engnieers to 
enginecis and scientists m R and I) depart¬ 
ments to more specialist scientists and 
engineers m R and D departments. 

The degree of technological self-reliance 
among T hird World countries is defined 
with respect to ‘standard modern tech¬ 
nology' since these countries have not yet 
made much headway in highly modern 
technology. The author posits an almost 
complete correspondence between the degree 
of industrialisation and the degree of 
technological self-reliance. As already men¬ 
tioned, Bhagavan classifies Third World 
countries into four categories according to 
the degree lo which they possess these 
qualities. Category I is that of ‘industrialis¬ 


ed, technologically highly self-reliant’ coun¬ 
tries. Brazil, China, India and South Korea 
qualify. Category 2 is that of ‘industrialised, 
technologically nearly self-reliant' countries. 
Argentina, Malaysia, Mexico and Turkey 
qualify. Category 3 is of ‘semi-industrialised, 
technologically partly self-reliant’ nations. 
Algeria, Chile, Egypt, Ecuador, Indonesia, 
Iran, Peru, Philippines and Venezuela 
qualify. Category 4 is composed of the ‘non- 
mdustnalised, technologically totally depen¬ 
dent' LXiuntnes like Bangladesh, Cameroon, 
Cihana, Jamaica, Kenya, Libya, Nigeria, 
Saudi Arabia, Tanzania, etc. The sample is 
of 31 countries. There is a reference category 
of some highly industrialised and techno¬ 
logically highly developed countries of the 
‘West’ and ‘East’ like West Germany, Italy, 
Japan, US, UK, Cz«;hoslovakia, East 
Ciermany, Hungarj and the USSR. 

Categories 1 to 4 are defined with respect 
to manufacturing output as a percentage of 
GDP, value added in capital goods as a 
percentage of total value added, value added 
in the machinery sector as a percentage of 
value added in manufacturing, net domestic 
output of capital goods to consumer goods, 
slock of tecimiciati.s, engineers and scientists 
111 the economically active population, 
manual workers m industry and services as 
a percentage of the economically active 
population, capital goods impori.s to con¬ 
sumer goods imports and machinery im¬ 
ports to total capital goods imports. For 
instance, a country is ‘industrialised’ if 
manufacturing output as a percentage of 
GDP IS greater than 15. The same country 
IS technologically highly self-reliant in 
production if value added in capital goods 
as a percentage of value added in manufac¬ 
turing IS greater than 30, value added in 
machinery as a percentage of value added 
in manufacturing is greater than IS, net 
domestic output of capital goods to con¬ 
sumer goods IS greater than 1, imports of 
capital goods to consumer goods is greater 
than I.S, and .so on. According to these 
criteria Brazil, China, India, South Korea, 
Argentina, Malaysia, Mexico and Turkey are 
‘industrialised’ and the first four of them are 
‘technologically highly self-reliant’. 

The proportion of GDP in manufacturing, 
as we know, often overstates the degree of 
industrialisation in Third World countries 
since manufacturing activity in domestic 
money terms is inflated due to inordinately 
high prices with tariff protection. 1 say this 
because the author has used the data of the 
‘highly industrialised* countries as a 
reference category. The proportion of the 


labour force in industry and/or manufkitur- 
ing (ISIC divisions 2 and 3) is more reflec¬ 
tive of qualitative; structural change that in¬ 
dustrialisation implies. If such a criteria is 
used then the industrialisation process of 
large-sized economies such as India and 
China which have very high ratios of tlw 
.working population engaged in agriculture 
would have to be evaluated differently from 
that of medium-sized economies such as 
South Korea and Tkiwan. A country such as 
China, which has experienced a trend rate 
of industrial growth of 10 per cent since 1949 
and where the share of industry in nation^ 
income rose to 42 per cent in 1982 still had 
72 per cent of its economically active 
population in agriculture, forestry, etc; in the 
.same year. In contrast, medium-sized 
economies such as South Korea and 'biwan 
which have had very high rates of industrial 
growth have experienced a major shift in the 
structure of their labour forces towards 
industry. Of course, statistics on the struc¬ 
ture of labour forces in Third World coun¬ 
tries arc not very reliable. Even if we take 
Bhagavan’s UN statistics of distribution of 
GDP we find that his so-called industrialised 
countries such as Brazil and India have not 
made any significant progress between l%S 
and 1984 in terms of the share of industry 
and manufacturing, whereas a medium-sized 
economy such as South Korea has. 

Technological self-reliance is actually a 
refusal to accept an unequal international 
division of labour and an ability to change 
It. Here analysis of the evidence is complex, 
for the capitalist centre holds on to its gains 
not in a .static .sense, but dynamically, by 
concentrating on strategic technologies as 
they emerge The capitalist centre thus relin¬ 
quishes at a price, the technologies of a 
whole set of con.sumer, intermediate and 
capital goods for economic reasons. A 
changing international division of labour is 
determined largely by the capitalist centre. 
The question is of finding out the extent to 
which the capitalist centre relinquishes these 
technologies and industrial branches in its 
own long-term interests and the extent to 
which it concedes due to the political- 
economic strength and capability of the 
Thiid World countries. Statistics of the kind 
marshalled by Bhagavan tell only part of the 
story and may even be misleading. Fbr 
instance, Korea has been heavily dependent 
on Japanese components and technology in 
consumer electronics, computers and 
automobiles. Hyundai’s car, the Excel, has 
its transmission designed and produced by 
Mitsubishi in Japan, its engine designed in 
Japan; its body style is an Italian design, and 
so on Multinational Monitor, November 

1989, pp 13-14). In fact, fn UN statistics. 
South Korean output of cars and commer¬ 
cial vehicles is classified under ‘assembly’ 
and not ‘production’. Intermediates in fact 
do not figure in Bhagavan’s ratios that osten- 
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ilbly fhow the degree of technotogical setf- 
rdiance. And, if one were to go ^ hie in¬ 
dicator of industrialiNMion, then, certain 
large regions of colonial India may have 
been industrialised before the onset of ‘de- 
industrialisation’, under British capitalist 
colonialism! 

Further, in the 1980s in India five of six 
fertiliser plants to be set up (some already 
set up) along the HBJ pipeline—at Cadepan 
(Ritiasthan) (K K Birla Croup), Guna 
(NFL), Jagdishpur (Aditya Birla Group), 
Aonia (IFFCO) and Babrala (UP) (Om)- 
have H>pted’ for the design, engineering, etc, 
of Snamptogetti-Haldor Ibpsoe Part of the 
detailed engineering (that too under the 
supervision of Snam) and some routine pro- 
jea work is being done by an Indian public 
sector engineering firm. These projects will 
certainly further increase India’s self- 
sufTiciency ratio in fertilisers. But is this what 
we mean by technological self-reliance? 
Bhagavan should have examined (a) the at¬ 
titudes towards foreign capital, (b) the con¬ 
ditions under which technology imports 
aie/were permitted, and (c) the concrete 
measures taken to foster indigenous 
technology in South Korea and India, his so- 
called technologically highly self-reliant 
countries. 

The author hits the nail on the head when 
he recommends strategies for the rapid 
growth of the domestic market for manufac¬ 
tured products for achieving technological 
advance. The growth of exports of manufac¬ 
tured goods IS more difficult, for a lot of 
Third World countries arc competing for 
shares in roughly the same export markets 
and the change of shares in those markets 
is slow and uncertain. It is therefore the 
growth of domestic demand for manufac¬ 
tures that in general, distinguishes one Thiid 
’World country’s growth of demand for 
manufactures from the other. And techno¬ 
logical advance in manufacturing is a func¬ 
tion of the growth of demand for manufac¬ 
tures as Nicholas Kaldor has shown (The 
Causes of the Slow Rate of Growth of the 
UK, Cambridge University Press, 1966). 

Bhagavan does not relate the growth of 
demand for manufactures to the choice of 
technology and therefore employment. The 
choice of technique debate, I feel, is still 
important, for manufacturing output has 
grown rapidly in developing countries since 
the ]9S0s but yet, outside the ’socialist’ Third 
World countries, the growth of employment 
has stagnated. Bhagavan does say nice things 
about Maoist China’s 'walking on two legs’ 
strategy but his account is devoid of any 
analysis. 

in discussing strategies for technological 
advance in highly modem technologies like 
telecommunications, computers, biotech¬ 
nology, etc, Bhagavan falls into the orthodox 
trap of emphasising huge R and D outlays, 
economies of scale in innovation, alliances 
with TNCs (p 87) and so on. If the Japanese 
had followed orthodox economic ra- 
tionhlism, they would never have esUblish- 
ed industries such as steel, petrochemicals. 


autemobiies and comptiim wdewntuSiT 
become first rate ia them. Competing with 
TNCs in oligopolistic mariiets is however not 
being suggested. It should be remembered 
that a significant proportion of the R and D 
outlays of Western TNCs is accounted for 
by the fact that they are in oligopolistic 
market structures where risks are high and 
there is duplication of effort. Surely a Third 
World country can avoid such expenditure. 
C-Dot (Centre' for Development of Tele¬ 
matics) in India, with rmancial support of 
less than Rs SO crore over five years, pro- 
tection from imports and a fair degree of 
autonomy (for a while), was able to suc¬ 
cessfully develop and market small telecom 
.switching equipment like ER\BX, RAX, etc, 
and even developed a prototype of a 16,000 
port digital electronic exchange, all in five 
years' time. Committing very large sums 
towards R and D is not always necessary for 
success. 

In discussing China the author recom¬ 
mends both Maoist as well as post-Maoist 
technology strategies. He discerns a ‘Icon- 
tinuity in the strategy for raising the 
technological level of the masses” (p 97). The 
differences are however not adequately dealt 
with. It is true that the strategy of ‘vralking 
on two legs’ has been continued. Rural 
industrialisation has gone much further and 
village and township industry now employs 
more than 100 million persons. But in the 
‘modern’ sector, the emphasis seems to have 
shifted from import-substitution of tech¬ 
nology to achieving economic and technical 
efficiency. For instance, the Volkswagen 
Audi-lOO and Audi-200 are local only in 


in Nirmal K Chandra, ‘Crisis in China: End 
of Socialism?’, EPW, November 18,19W, 
p2S5S). Indigenous technology in the 
‘modern’ sector does not seem to be pro¬ 
gressing in the post-Maoist period. (I havi 
so far not come across my evidence to the 
contrary.) 

A factual error in the book is Bhagavan’i 
assertion that the Japanese colonialists wen 
responsible for implementing land leformi 
in Korea (p 97). Actually, it was the m 
occupation force that was responsible for tht 
land reform in South Korea (Eddy Lee 
‘Egaditarian Peasant Farming and Runt 
Development in South Korea’ in D A Gha 
et al (eds) Agrarian Systems and Ruta 
Development, New York, Macmillan, 7979) 
In fact, the US occupation forces wen 
responsible for land reforms in Japan to< 
(more radical land reform than the earliei 
one). 

The book is highly readable (superb copy 
editing?) but leaves'^ one with* a sense ol 
disappointment at the.simplistic and cursor; 
manner in which important issues an 
handled. Giveii the wide exposure of tht 
author to problems of industrialisation anr 
technology in Afnca and India one expeclec 
a deeper analysis. After all, success at impor 
substitution (France and Japan alter tht 
war) and/or export expansion (Italy aiK 
Wrst Germany after the war) have clearl; 
'been associated with technological advance 

(I benefited from a diccussion with Nirma 
Chandra of some of the issues raised here 
However, tlie viewpoint is entirely my own.] 
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||H COPING WITH INFLATION 

^ The Experience of 1990 

By S.M. Datta, Chainnan, Hindustan Lever Ltd. 


A t the end of the Eighties, we could look back with 
satisfaction on the remarkable Increase in the growth 
rate of the Gross Domestic Product to an annual average of 
5.5 per cent A satisfactory growth in agricultural output, 
combined with an average growth rate of over seven per cent 
in industrial production, kept prices in check. The average 
rate of inflation in wholesale prices, which was a little over 
eight per cent in the first half of the decade, dropped signifi¬ 
cantly to seven per cent in the second half The resilience in 
the economy was adequately demonstrated when the severe 
drought of 1987-88, following as it did upon two relatively 
poor monsoons, did not lead to a sharp escalation in prices 

After a sedate start, however, the past year has brought 
into question all our economic a.ssumption$. The annual 
point-to-point inflation rate, based on the Wholesale Price 
index, moved into double digits by September, 1990 The last 
three montlis of the year did not show the expected seasonal 
decline in the prices of agricultural commodities and by the 
end of the year the inflation rale had reached nearly ti per 
cent 


FACTORS OF INFLATION 

The unfolding drama in the Middle East provided the 
most visible reason lor this Inflation Our country depend.s 
upon imports for as much as 40 per cent of its requirement 
of petroleum products and this dependence is inrreasing as a 
result of the gradual derlme in domestic production The 
administered price increases of March. 1940. and the 2.5 per 
i cent Cull surcharge imposed in October did succeed in curb¬ 
ing the growth in consumption but the combined effect served 
to increase the inflation rate by 1.1 |)ercentage points The 
full Impact of this escalation on the consumer prices will 
undoubtedly be higher and is yet to be fully realised 

The real impetus lor inflation, however, was provided by 
the sharp Increase in the prices of primary products, derived 
from agriculture by as much as 165 per cent over the year 
This factor alone accounts lor nearly half of the total inflation 
in wholesale prices The administered increases in the mini¬ 
mum support prices foi various crops have contributed sig¬ 
nificantly to this price increase Another major factor has 
been the sharp spurt in the prices of edible oils and pulses 
due to our inability to import sufficient quantities of these 
essential commodities The inflationary spiral has been fur¬ 
ther accelerated by the nearly automatic indexation nl wages 
and salaries with the mllation rate 

While mllatlan is an extremely complex phenomenon, it is 
clearly influenced by the growing fiscal imbalame in the 
administration of the economy Public attention is usually 
confined to the Budgetary Deficit, which is somewhat narrow 
m Its definition. Even so. the recurring deficits m the last 
three years alone have amounted to a total ol over Rs 27,000 
rrores. Excessive liquidity of this magnitude can only serve 
to luel inflation, especially when the deficits arise from 
consumption-oriented non-Plan expenditure It is, therefore, 
particularly jileaslng to note the positive response ol organ¬ 
ised industry which contained the costs and restricted the 
rise in the index ol Manufactured Products to less than eight 
per cent 

Tfie cost of materials consumed constitute nearly two 
thirds the total iiett sales value generated by Hindustan 
l,ever About 60 per cent of the materials consumed are 
industrial Intermediates, which include chemicals, paper and 
board, packaging and other similar manufactured goods The 
remaining 40 per cent are of agricultural origin, mainly con¬ 
sisting of oils and fats but also other similar items such as tea, 
rice and seeds. Therefore, the increase in materia) costs due 

.—. ' . 


to Inflation had created a sustained upward pressure on the 
overall costs, which was further enhanced by the Increase in 
energy and transportation costs arising from the fuel price 
increases mentioned earlier. 

The economic scenario In 1990, however, was not a pic¬ 
ture ol unrelieved gloom: there were several bright features 
as well The country experienced the third consecutive year 
of good rainfall m 1990 and the agriculture sector responded 
with a further sizeable Increase in output The increased 
support prices pushed up the estimated value of agricultural 
output by more than 16 per cent to a record level of Rs 123,400 
crorcs The industrial sector, too. maintained the growth rate 
of eight per cent achieved during the Seventh Five Year Plan 


HINDUS1 AN LEVER STRATEGY 

Consequently, the year witnessed an upsurge in the de¬ 
mand and consumption ol consumer non-durables in general 
and, more particularly, of the daily necessities which consti¬ 
tute the bulk ot Hindustan Lever’s output We, tlierefore, 
decided to utilise this enhanced rate of market growth to ^ 
generate a sharp increase in volumes as our lirsi defence 
against the upward pressure ol costs 

As the growth in consumption was the largest in the rural 
markets, we had to reorganise our distribution system to 
efhciently and ec onomically serve a signiliiantly larger number 
ol widely dispersed communities The consuiner preference 
in terms of product presentation aiu' pack sizes had to he 
determined and the nccessarv .idjustmeiils harl to be made in 
the mdniif,rcturing programme Tlic exjierience gamed earlier 
in the area of rural coniiriuiiK ations and i onsuiiier contact loi 
the marketing ol lertili.sers and seed.s was not only utilised lor 
intre.ising the sales ol agricultural inputs but also harnessed 
in the task ol developing the market lor consumer goods 
Equal miporlance was accorded to the urliati markets as 
well The programme for servicing retail outlets was thor¬ 
oughly overhauled in order to rater more eflicieiilly tn the 
requirements ol a signillcanlly larger nimiber ot outlets, not 
only in the larger cities but in the sm.ill and medium sized 
towns as well The coinniuiucations programme was redis¬ 
tributed over the imjiroved choice of available media m order 
to contact ronsuiners more efiectivoly The jiroduct porllo- ^ 

lio, loo was expanded and refurbished in response to con- ' 

sumer needs which were measured and monitored through a 
broader programme ol Market Research Tlie more than 20 
per cent increase in pliysical volumes which we experiencc-d 
in 199(1 as a result ol these ellorts has helped to offset in 
large measure the increase in costs, more particularly the 
fixed crisis, by spreadmg'them over a larger output base. 


MANUFACniRlNG OPERATIONS 

A second measure of delence against cost increases de¬ 
vised 111 1990 lay in harnessing our process leclmology re¬ 
sources in order to improve the reliability ol machinery and 
the quality ot output .Manufacturing operations were simpli¬ 
fied to eliminate unnecessary equipment. Systematic fault 
diagnosis methodologies, such as Condition Monitoring, were 
employed to improve the functioning and the performance of' 
production lines Measurements ol line efficiencies revealed 
bottlenecks, the removal ol which led to a significant increase 
in throughput rates Quality assurance measures were inte¬ 
grated with manufacturing operations in order to bring down 
rejections, and consequent reprocessing costs. 

Simultaneously, the training and skills development ef¬ 
forts were stepp^ up as a measure to further enhance the 
capability of the operating staff In the Factories. All these 
efforts culminated In the achievement of a 20 per cent in¬ 
crease in nett sales value with a less than 10 per cent increase 
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In the value of fixed asaet*. So, It was possible to reduce the 
Impact of manufacturing costs on the overall cost profile of 
the company. 


nmOTORY MANAGEMENT 

Borrowing constitute a significant, and important, source 
of funds for business operations. In Hindustan Lever, too. 
secured and unsecured loans contribute over a third of the 
total deployment of funds. Bank borrowings in India have 
. seldom been cheap and, of late. Increases in interest rates 
have accentuated the cost of such borrowings. Since loan 
funds are primarily deployed for financing working capital. It 
became necessary to devote attention to inventory manage- 
,, ment as a means of containing costs. 

We maintain a direct distribution system for reaching our 
products even to the remotest parts of the country which 
means that a minimum quantity of stocks has to be main¬ 
tained in the pipeline to ensure uninterrupted supplies. The 
inventory management issues are even more compW in the 
case of agri-inputs whose sales are highly seasonal In nature. 
The distribution system was sub|ected to a thorough review 
as a result of which a revised methodology was implemented 
to reduce the supply planning cycle by taking advantage of 
the modest improvements in the telecommunications system. 
Thus, it has b^n possible to improve the servicing level as 
well as reduce the minimum requirements of working capital 
In the finished products supply chain. Further refinements 
are undergoing tests before they are fully implementeu The 
movement of chemicals and packaging materials to the large 
number of manufacturing establishments has been stream¬ 
lined and tighter linkages have been established with selected 
suppliers in order to reduce the quantum of minimum slocks 
which needs to be retained at the various factories to ensure 
uninterrupted production runs 

k Th.' seasonal nature of the availability of oils and fats 
makes it necessary to tie up appreciable amounts of working 
capital in stocking adequate quantities to maintain the pro- 
dutlion activities aiuund the year Ixing standing research 
and development efforts aiin^ at the exploitation of noii- 
traditional oils have resulted in a broader basket ol i hoices in 
these areas It has. therefore, become possible to sinoothen 
somewhat ttie peak.s and troughs in the seasonality ol oil 
purchases which has had a beneficial eflect on inventories 
Advantage has been taken of the recent advances made by 
the engineering induslry lo reduce the inventory of spares 
and components Similarly process flows have been stream¬ 
lined to reduce tlie hold-up ol materials and intermediates 
within the manulacturuig system 

The success of these efforts is demonstrated by tfie tact 
that inventories retorded a growth ol only 18 per cent, de¬ 
spite the higher repLacemenl costs, although the turnover 
increased by 2b per cent An even better indicator of the 
management of working capital, as well as ol the improved 
management of funds, is the interest cost which increased by 
onlv per cent 
ly 

MATERIALS CONSERVATION 

The major part of the. cost control ellort, hi>wpver, was 
directed tow.irds conserving the co.sl ol materials, where 
similicant economies were achieved not only through more 
efficient utilisation but also through suitable substitution 
measures The most appropriate example is. perhaps, pre¬ 
sented by the lonsumption of offs and fats Firstly, by 
exercising tlie wider choice ol raw materials made available 
through technological efforts, it was possible to prevent an 
increase In the average cost prices Sk'ondly, although pro¬ 
duction of soap increased by 24 per cent, the consumption of 
oils and fats went up by only 14 per cent. This conservation 
measure was a direct outcome of the application of the 
structurant technology derived fioin Research insights into 
the Iqrictionality of the various components present in a tablet 
of soap. On an average this technology resulted in the 
cumulative saving ol about :tO,(XlO tonnes of off per annum, an 
amount which is significant even in the context of the national 
oil economy. 

VALUE ANALYSIS 

The cost reduction effort has been a sustained one It 
encompasses all aspects of the company's operations and 
involves the application of Value Analysis techniques to every 
significant Item of cost. 




The effort Is based on the acquisition and application of 
knowled^, of materials and fuhctionalttfes arising from Sden- 
tlflc Research, of consumer attitudes and perceptions arising 
from Market Research and of operational systems arising from 
Business Research. The cost control effort has succeeded in 
improving the perceived value of the products and has con¬ 
tributed significantly to the increased volumes achieved last 
year 


BENEFIT TO CONSUMERS 

Employing this multilateral approach to the problem at 
hand, it has been possible for Hindustan Lever to restrict the 
average level of price increases In its finished goods during 
the year to well below five per cent. In the case of major 
brands, such as Lifebuoy, the price variations have been even 
lower. This benefit to the consumer was not achieved at the 
expense of the employees, who participated fully In the 
efforts mentioned earlier and enjoyed better working condi¬ 
tions and emoluments. Nor has It adversely affected the 
shareholders, because the 20 per cent Increase In turnover 
has resulted in a 24 per cent improvement In Profit ^ore 
Tax. Despite a 30 per cent increase In the tax liability, part of 
which was due to the increase in the surcliarge as well as to 
the changes in depreciation allowances, the nett profit after 
tax has recorded a 20 per cent increase, which is exactly in 
line with the growth recorded In the turnover. 

The modest success achieved in 1990, however, should 
not lead to complacency because a task of even greater 
magnitude lies ahead. The domestic fiscal imbalance contin¬ 
ues without correction under the influence of sharply Increas¬ 
ing non-Plan expenditure and debt servicing obligations Infla¬ 
tion, if allowed to continue unchecked, will eventually deceler¬ 
ate consumption, which is the ultimate engine lor growth. 'The 
options for correction are not easy because a reduction in 
subsidies will be extremely unpopular, while massive doses of 
taxation will be good neither for industry nor for the consum¬ 
ers Draconian measures are needed to restrict the growth of 
imjwrts but these are already putting brakes on the industrial 
growth rate. Therelore, the greatest value that one can attach 
to the experience of 1990 perhaps lies m the guidance which 
it may give us in navigating the troubled waters which await 
the business in the current year 


NATIONAL PERSPECTIVE 

The rich experience that Hindustan Lever has earned in 
the course of managing inflation at the micro-economic level 
may also b*- drawn upon to suggest steps which will prove 
beneficial al the macro^onoinlc level 

The encouraging growth In both the output and value ol 
agricultural products gives an opportunity to better integrate 
that sector with the whole economy. To begin with, efforts 
should be made to widen the scope and range ot savings, 
through specially formulated schemes for the rural popula¬ 
tion, so that there is a matching iiiciease in the volume of 
funds available lor investment. Simultaneously, productivity 
ol the very large investments already made should be im¬ 
proved, taking advantage of *hc present deceleration in the 
pace ol public investment expenditure The r'*cently en¬ 
hanced bank rates should be supplemented by suitable fiscal 
incentives to foster an Improvement in Inventory management 
at every level m the economy 

On the infra.structure tront, the rail and road transport 
systems should be made more complementary to each other 
for removing the bottlenecks that frequently hinder the move- 
mr.iit of freight traffic l.ast but not the feast, the various 
industry related Development Councils and the corresponding 
CSIK laboratories should put their heads together to the task 
ol reducing costs and up^ading quality in the manufacturing 
sector. 

The best way. therefore, of managing and controlling 
inflation in the economy will be to create a policy environ¬ 
ment and plan perspective to pennit the fullest latitude to the 
productive forces and competitive trends latent in our 
economy. 


This Is the text of the speech delivered al the Annual 
General Meeting ol Hindustan Lever I4d., held in Bombay 
on 3rd May, IMl. If you wish to obtain this speech in a 
booklet form, please write to; The Communications Depart¬ 
ment, Hindustan Lever Udt, P.O. Box 409, Bombay 400 001. 
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' husband—she displays a rare sensitivity to 
how the proximity to power and ideology 
can distort, it not corrupt Her lailure, 
though, lies in her inabilitv to bear witness 
to the selfhmiting social nature ot the 
modern elite, iii(.luding thi best amongst 
them She nevci questions the sell 
.assumption ot iheir right to lulc, plan and 
^iinnake this sonet) It would sctni that foi 
h r none else, outside the ihanncd elite, in 
^th.s society is equipped and located so as to 
be free ol the tyranny of the past able to 
deliver this ancient coiintn into iticKlein 
times 

Maybe, this is whs so lew ol this stt ever 
lelt (onstraiiicd by the cuds ,ind nuaiis 
dilemma Ihecouniivwascryiiii’out to hi 
iranstornicd and the uigcncy is is alt too 
evident Conipiiiutioiis about piocidurcs 
could not be pciniiitcci to block itu ni iidi 
to progiess Altei all these were good people 
engaged in doing good to the eoiintiy' 

It IS only thiough siieh i,iu anthio 
pologieal aceourils ol ihe social clue ili ii we 
may begin to uiideistand whs cm ii the circle 
of dissent that marks oiii capo d city is so 
hollow loi the dissciilcisand the iiilcis iic 
joined together in a comiiioii iiil'iiiil 
enterpnse-they ju.i hi|ipcii lo he laiiicd 
ton opposing sides I he oslensihlc sh up dil 
iercneeot opinion aited in the eomloit ihle 
enviions of the India Iniernalion il C eiitie 
the various univeisiiv toia oi the Neliiu 
Memorial Museum and I ibi ii\ e in c isils 
be dissolved in the esemng unind ol sc’eiali 
ing All that needs to be ensiii,.d i that no 
whiff of‘anolhei India entcisihis vhaim 
ing and graceful uoild 

lo be fail theie art stias p is i es m the 
hook that mdieait that Kai I It ii u ce is no' 
ablivious ot this pitdieamtni tin stiiie 
Ural mental bloek so uiiiin.ic to oiii 
nodern elite Her reeogniiioii ol the int-iam 
“d sense of dignits III ma<ses ili ii lesulted 
n the histoiie 1977 eleetoial veidiel her 
mpatienee with the C omiiniiiici I'aitv 
eaderships preoeeupatum yeiih iisell an 
ibstraet proleunai and a global situation 
vhenthcit knowle-dge ol the eonereie Indnn 
eality was so shallow liei eoming to realise 
he havoc ideology and powei ean play with 
inc’s memory, one’s iiuegiits almost iin 
onsciously oi even her latei viudgingap 
ircciation ol Gandhi the Mah.itnia and his 
all lot ausiLiil) and liis latgei historical 
iroject- these ate chaily some ol the in 
lances whi ii one disci rns an aiieinpi on her 
•art to use above htrsell as a social ai 
heiypt But overall, the dominant ti nor of 
he narrative ii'veals a deep taseiuation te>i 
nd sympathy with the elite woild ol the 
4ehru-Gandhis, a legiet that the dreams ol 
he early years Ik sliatieied Hit eui level 
isgusi with this eow dung woild, the con 
rnipt with wh.eh the others of one s own 
ulture are looked at can uevei be elteetively 
uned in more ways than one AH M} Year. 
emains a story ol this legret, ot ihe inabihly 
i Uk best ol our modem elite to come to 
firms with themselves 
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Specially formulated quick 
setting rximpounds for cold repah 
and maintenance applications 
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SPECIAL ARTICLES 


East European Developments 

Impact on Trade of Developing Countries 

R G Nambiar 
Rajpsh Mehta 
G A Tadas 

This article makes an attempt to evaluate the potential impact of East’s entry into the ‘global economic zoo’ 
on developing countries particularly from the standpoint of latter’s trade opportunities in the nineties. The 
East’s entry into the world’s free markets’ appears to have ruinous ramifications for developing countries’ trade. 
There are two circumstances which reinforce this conclusion. The first is the findings of the 1980s which show 
a firm trend of trade diversion that has already begun to flush out the developing countries not only from the 
markets of North, but also from its own markets. The second circumstance is the apparent tendency for the struc¬ 
ture of intra-East Europe trade to he very similar to the export structures of the developing countries. 


I 

Intrwiuetiun 

SO much has been happening in the 
geopolitical enviiunmcnl as the eighties dress 
to a close, sts many ness and totally unpredic¬ 
table developments, that it is diKicult to sav 
what tomorrow will britig, as lorecs, evil oi 
beneficiem, when once set m motion move 
with accelerated speed to then natural con¬ 
clusions. Who would have thought, lot iii 
stance, that hall ot F urope would shuck oil 
Its Four-decade old commimism? \k'ho 
would have thought that the gteat ‘contriiand 
ecpnomies’ of the world will swneh ovei to 
'demand economies'? Who would hase 
thought that the elements ol market place 
economics would kick in the womb oi 
mother Russia'' Wh<> would have thought 
that the Warsaw f’aci powers would begin 
their journey to a common European home? 
Who would have thought that the Fiasi-Wesi 
conflict which dominated the posi-wai era 
would become a sell-hquidating ideal in the 
nineties? And vet, these ate no more than 
indicative of the direction and magnitude ol 
the changes which arc wrought upon ilu 
global laiid.scape In sum, as the woild enters 
the last decade ot the twentieth century, it 
bears testimony to the birth ol a new global 
era, marked decreased divisiveness, diim- 
nished ideological hostility and dctunci 
superpower tension, and the key to all these 
IS, ol course, the disintegration ol the 
allegorical second world. 

All these cataclysmic changes in the 
European polity, however, contribute to a 
harassed outlook to poor and developing 
countries of the South. For one thing, they 
sec East’s entry into the ‘global economic 
zoo’ as a potential threat to their interests. 
Economic strategists here continue to worry 
over a heady mixture ot possibilities; Will 
the six nations of Europe, who were until 
now considered ail but extinct in the world’s 
free market challenge the developing coun¬ 
tries’ ascendancy in the global trade when 


the former starts prowling outside their own 
neighbourhood'' Will the East-West axis, 
which IS gaining enough substance, result in 
evaporation ol Western economic assistance 
to the developing sounirics? Will the East’s 
opiming u{) siillc investment and technology 
transter to the developing countries? Each 
ot these possibilities have luinous ramifica¬ 
tions to the developing world. But there ate 
other risks too. I he disiniegraiioti ol the 
second world would render a major set back 
to the thud world in the latter's struggle 
against impel lalism and colonialism. It is 
important to icalise that it was this second 
world with Soviet Union as its centrepiece 
which had helped the third world through 
moral and logistical support to withstand the 
Western pressuies mounted upon them on 
isMies such as taiilfs, terms ol trade, 
tcchiiologv iransfer, international debt 
burden, etc. Now. with the withdrawal of this 


essential prop, the third world countries ai 
caught in a weak spot Other things remail 
mg the same, they can expeci a stiffening ( 
the West's aliiiudc on trade and investmei 
related issues In short, the hast Europea 
episodes would, it is widely percriv'td, mal 
the lile of the developing countiics messit 
and moic intricate than nev'er beiore; an 
il not handled properly and with inielligenc 
lorcsight and some imagination, these forei 
would SCI out to disorganise aM walks ( 
ihcir economic and social life 
Although there are such clear indication 
in practice very little is known on whi 
impact It will have on the mdustrialisatio 
and trade prospcxis of developing countrie 
I-or until now, these discussions are I 
general always in the abstract. To gain soir 
insight into this, we provide in this artic' 
some discussion and economic analysis. Bl 
wc hasten to add that the task of going ini 


I sill t I tXIXIRlS HV RtCilOSS 
(I’erccniage shaic in exports lo woild) 



Developed 

De •eloping 

F-asi I uropc 

Soc Asia 

USSR 

IX-velopt'd 






198(1 

70 94 

23 28 

3 70 

1 15 

1.93 

1985 

74 99 

20.25 

2 66 

197 

1.65 

198? 

77 85 

17 89 

2 18 

1 30 

1.19 

1988 

77..41 

18 4’ 

2 20 

1 33 

1.24 

Developing 

198(1 

70 28 

24.81 

2 85 

0 73 

1.67 

1985 

62 63 

2919 

4 72 

2 49 

2.92 

1987 

65 78 

25 71 

4 47 

3 23 

2 77 

1988 

63.83 

27 39 

3 15 

4.13 

2.01 

Easi Europe 

1980 

.4(( ’I 

14.86 

50 70 

2.70 

17,37 

1985 

24 ■•.4 

r; 74 

53 21 

3 68 

I9.<)4 

1987 

21 47 

11.9.4 

58 12 

4 94 

20.36 

1988 

22 37 

16 52 

^5 74 

5 07 

18 75 

USSR 

980 

35 29 

18..53 

42 15 

3 20 


1985 

25.64 

22.31 

46.82 

5.11 


1987 

21.18 

14.65 

51.53 

6.03 


1988 

NA 

NA 

NA 

NA 



Soun-e: Based on UN, Handbook of International Trade and Development Statistics, differei 
issues. 
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■'Vm Source: UN, Monthly Bulletin of Slain 
3 

i the dimensions of the problem at equal 
^ths could not be performed in this paper. 

• il that we have done is to present sontc data 
(lich bear upon the magnitude and dircc- 
t-n of effects to developing countries from 
V standpoint of their global trade in the 
itit of structural changes tn Hast Europe. 
Heed our fiKus on trade might have led 
>tO ignore some other very imprjrtant cl- 
:«$, but even a modest attempt tn this direc- 
»n may, we believe, be of .some use. 
f he following empirical proceduic is used 
rJetermining the precise dimensions of this 
de threat. Fust, our concern to seek what 
idence we have, if any, to suggest that these 
I countries will challenge the developing 
hntries out of their piescnt market, while 
•ping for markets abroad. Working 
vards this end, we go behind the trade 
bids of three major count ry groupings— 
liaiist East, the developing South and the 
xioped North—over the period 1980 to 
i8; and observe the changes in the siruc- 
e of trade of the former vu a-m the 
) fflges in the latter two respectively. The 
' ilSd of the eighties is significant because 


just prior to the pensioning of communism, 
almost similar forces have been at work 
across the F.astern block. In the next step, 
taking the 1980-88 experience as pniim Jaae 
evidence, we try to speculate on the 
magnitude and the dimension ol the pro¬ 
blem to developing countries, when the 
East's transition to a capitalist economy is 
completed in the years to come. Something 
IS known, for instance, about the East's 
trade, that until very recently a targe part of 
'heir trade moved within their own neigh¬ 
bourhood. It IS obvious that with the 
disintegration of this group, much of this 
intra-East trade will get diverted to markets 
abroad If the structure of their intra-East 
exports is found to be very identical with the 
structuic of the developing countries’ ex¬ 
ports then we can expect both East and the 
developing countries coming into friction in 
international trade. A usual way to verify the 
proposition is to use a measure of export 
similarities. At an analytical level, this 
measuro aids to identify whether the export 
structuies of two countries or groups of 
countries are mutually competitive or 


complementary. 

When the inputs from this statistical in¬ 
vestigation arc put together, the natural con¬ 
clusion IS that the East's entry into the global 
economic zoo has harmful ramifications for 
developing countries in terms of oppor¬ 
tunities to trade. There are two circumstances 
which reinforce this conclusion; The first 
circumstance is the findings of the 198(& 
which show a firm trend of trade diversion 
that has already begun to flush out South 
not only in the markets of North, but also 
in the markets of its own region. The second 
circumstance is the apparent tendency for 
the structure of intra-East Europe trade to 
be very similar to the export structures of 
the South. Four product groups—mineral 
fuels, textiles, manufactured goods and 
machinery and transport equipment- 
account for 60 per cent of the intia-East 
trade. Needless to say, the South’s exports 
are also concentrated in these four product 
groups. 

The organisation of the paper is as 
follows: In Section II, we begin by taking 
stock of the march of events. What propelled 


Economic and Political We^ly May II, 1991 





Table 2: Woblo Exm^'w tootoNs' 
(Perceniage share in exports to world) 


Developed Develop¬ 
ing 

East 

Europe 

Soc. Asia 

USSR 


Developed Develop¬ 
ing 

East 

Europe 

Soc Asia 

USSR 

1 All Food Items 






4 Mineral fuels 






(SITC 0+I-H2+4) 





(SITC 3) 






Developed 






Developed 






1980 

66.32 

24.41 

6.56 

1.83 

3 76 

1980 

86.23 

8.06 

0.77 

0.06 

0.15 

1985 

69.77 

23.69 

5 39 

0.66 

4.22 

1985 

87.62 

7.89 

0.77 

0.06 

0.22 

1986 

75.69 

19.74 

3.39 

0.60 

2.32 

1986 

86.44 

9.04 

0.83 

0.09 

0.26 

1987 

77.48 

18.29 

2.64 

0 .% 

1.77 

1987 

85.36 

9 72 

0.81 

0.06 

0.21 

Developing 






Developing 






1980 

59.19 

24.45 

13.34 

1.41 

10 30 

1980 

75 96 

21.65 

1.03 

0.03 

0.25 

1985 

58.50 

25.01 

14.23 

1.80 

II 34 

1985 

64.67 

32.04 

2.02 

0.10 

0.46 

1986 

63.87 

22.34 

11.21 

1.67 

8.22 

1986 

62.36 

32 74 

3.07 

0.29 

0.79 

1987 

64.67 

21.68 

10.74 

2.05 

7.60 

1987 

65.32 

30.82 

2.17 

0.27 

0.83 

East Europe 






East Europe 






1980 

30.46 

19.57 

46 41 

3.29 

26,82 

1980 

55.90 

6.66 

34.75 

0.98 

1.09 

1985 

25.60 

26.79 

45.11 

1.00 

3.3.76 

1985 

42.41 

12.03 

43.89 

1.68 

0.80 

1986 

28.62 

23.46 

44 95 

1.15 

32 93 

1986 

30.87 

9.63 

57.13 

2.21 

0.87 

1987 

34.03 

21.98 

41.00 

1,39 

29.61 

1987 

32 93 

II 22 

53.23 

2.40 

0.69 

USSR 






USSR 






1980 

16.42 

39.99 

29,23 

13 97 


1980 

53.63 

7.25 

36.78 

0.90 


1985 

16.62 

66.85 

II 31 

4 62 


1985 

37.24 

12.92 

47.92 

1.91 


1986 

21.93 

60.44 

12 34 

4.% 


1986 

26.71 

9.66 

61.19 

2.43 


1987 

21.74 

57.49 

13.28 

7 13 


1987 

28.98 

II 60 

56.77 

2.63 


2 Agricultural 






5 Chemical 






Raw Materials 






Products 






(SITC 2-(22 4 27 + 28))* 





(SITC 5) 






Developed 






Developed 






1980 

77.79 

14.54 

4.13 

3 54 

1.57 

1980 

67.56 

24.87 

5.19 

1.36 

2 35 

19S5 

76.37 

16.53 

3.69 

3.69 

178 

1985 

71.21 

22 85 

3.72 

1.75 

1.77 

1986 

78.19 

1617 

2.84 

2 76 

1.28 

1986 

73.20 

21 57 

3.42 

1.33 

1.53 

1987 

77.86 

16.68 

2.80 

2.54 

1 34 

1987 

73.71 

20 88 

3.42 

1,53 

1.59 

Developing 






Developing 






1980 

58.83 

28 42 

6.97 

5.57 

3.50 

1980 

48.43 

46 05 

1.59 

1.70 

0.92 

1985 

57.78 

30.20 

7.71 

4.00 

3.81 

1985 

38.57 

46.01 

6.06 

7.22 

3.40 

1986 

55.62 

31.98 

7 75 

4..30 

4.58 

1986 

36.85 

48 98 

5.89 

7.25 

3.35 

1987 

56.69 

30.65 

7 36 

5.06 

4.53 

1987 

35 91 

49 10 

4.89 

8.95 

2.54 

East Europe 






East Europe 






1980 

49.52 

8.43 

37.54 

3.60 

4.72 

1980 

28.76 

17.02 

46.44 

3.71 

21.61 

1985 

33.78 

23 47 

35.72 

4.92 

5.52 

1985 

28.68 

22 42 

42.00 

6.17 

19.78 

1986 

37.19 

19.40 

36.15 

6.33 

5.34 

1986 

24.65 

20.79 

48.07 

5.66 

23.18 

1987 

36.73 

27.32 

29.89 

5.17 

4.90 

1987 

24.21 

20 58 

48.38 

5.97 

22.73 

USSR 






USSR 






1980 

47.70 

7.38 

43.09 

160 


1980 

38,52 

16.68 

41.80 

2.39 


1985 

26.72 

24.88 

42.07 

610 


1985 

32 25 

20.20 

37.27 

10.28 


1986 

31 76 

19.37 

40.70 

8 14 


1986 

26 42 

18.93 

44.02 

10.67 


1987 

29.29 

3212 

32,06 

6 40 


1987 

2014 

19 29 

48 29 

12.26 


3 Crude fertilisers and 





6 Iron and 






Crude Minerals 






Steel 






SITC (27 + 28)* 






(SITC 67) 






Developed 






Developed 






1980 

83.43 

10.59 

2.38 

0.55 

0.58 

1980 

59 52 

29.11 

8.20 

3.08 

5.61 

1985 

75.32 

13.53 

1.59 

1.20 

0.41 

1985 

59.72 

23.42 

8.03 

8.51 

6.66 

1986 

74.04 

16ii0 

1.65 

1.29 

0.85 

1986 

64.76 

20.97 

7 57 

6.63 

6.31 

1987 

74.09 

16 75 

1.68 

0.97 

0.49 

1987 

67(10 

20.82 

7.24 

4.56 

6.15 

Developing 






Developing 






1980 

80.86 

11.25 

6.19 

0.73 

2.11 

1980 

43.78 

49.81 

2.21 

2.57 

1.45 

1985 

71.54 

17.19 

9.31 

1 80 

4.05 

1985 

43 68 

39.57 

3.17 

12.72 

1.57 

1986 

70.20 

19.67 

7.98 

1.66 

3.52 

1986 

46.98 

36.82 

3.41 

11.12 

1.92 

1987 

19.80 

22.07 

7.28 

1.20 

3 53 

1987 

55.85 

34.64 

3.50 

4.68 

1.86 

East Europe 






East Europe 






1980 

27.89 

3.22 

68.32 

0.56 

2.94 

1980 

25.88 

13.29 

58.49 

2.32 

8.44 

1985 

24.09 

30.20 

44.95 

0.76 

2.61 

1985 

16.82 

26.46 

47.22 

9.14 

6.69 

1986 

18.05 

28.60 

52.35 

0.61 

2.90 

1986 

16.11 

24.70 

48.55 

10.39 

9.56 

1987 

17.45 

30.05 

51.51 

0.51 

2.77 

1987 

21.02 

20.55 

48.14 

10,00 

8.96 

USSR 






USSR 






1980 

20.34 

2.59 

76.64 

0.40 


1980 

7.12 

7.70 

83.09 

2.03 


1985 

14.88 

33.14 

51.18 

0.31 


1985 

1.78 

23.88 

64.43 

9.70 


1986 

12.07 

29.50 

57.76 

0.41 


1986 

3.39 

26.20 

58.93 

11.37 


1987 

10.62 

33.10 

55,93 

a35 


1987 

4.46 

20.31 

63.18 

12.02 



(Cofltd) 
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Tabi f 2 iConld) 



Developed Develop¬ 
ing 

Past 

Europe 

Soc Asia 

USSR 


Developed Develop¬ 
ing 

East 

Europe 

Soc Asia 

USSR 

7 /Von fenvuf 






9 Machinery and lron%pon tqmpmem 




Mela/% 






(SITC 7) 






(SITE 6K) 






Developed 












1980 

6162 

27 99 

2 75 

095 

139 

I980' 

35 13 

10 71 

268 

0 5s 

0 81 

1985 

72 58 

22 63 

180 

244 

104 

I9gS 

80 72 

13 22 

t 46 

2 28 

0 71 

1986 

75 40 

20 42 

195 

1 87 

1077 

1986 

83 20 

13 55 

1 14 

1 47 

0 41 

1987 

76 64 

1965 

168 

141 

082 

1987 

83 53 

14 20 

I 12 

0 74 

0 38 

ITeveloping 






Developing 






1980 

51 49 

45 73 

018 

179 

013 

1980' 

76 89 

18 90 

2 45 

1 42 

1 82 

1985 

59 61 

28 87 

4 29 

642 

320 

I9KS 

7102 

20 33 

4 61 

4 20 

162 

1986 

64 91 

26 91 

36 66 

406 

2.6S 

1986 

68 69 

23 82 

3 23 

3 83 

0 56 

1987 

67 01 

25 38 

2 74 

450 

188 

1987 

67 64 

24 86 

3 26 

3 86 

06) 

E ast E urope 






Last Europiv 






1980 

7 81 

14 93 

71 46 

4 35 

3369 

1980 

50 31 

4 04 

44 39 

0 21 

117 

1965 

4 92 

15 74 

73 16 

4 78 

4163 

1985 

65 58 

684 

2203 

4 35 

1 24 

1986 

4 98 

1509 

73 08 

520 

38 55 

1986 

66 95 

5 23 

2168 

4 52 

169 

1987 

5 88 

15 52 

72 54 

462 

37 80 

1987 

65 45 

5 «5 

21 26 

5 99 

1 19 

USSR 






USSR 






1980 

584 

27 71 

55 44 

1046 


1980 

37 74 

2 94 

59 27 

006 


1985 

16> 

15 42 

47 45 

1344 


i98S 

NA 

NA 

NA 

NA 


1986 

4 15 

1145 

48 59 

13 61 


1986 

NA 

NA 

NA 

NA 


1987 

4 54 

14 01 

49 76 

1162 


1987 

NA 

NA 

NA 

NA 


10 Texuh libn% 






8 Manufat lured Govdi 





Ttxli/t iarn 






(SITC (6f«) 

167 1 68)) 





(SI 1C 26l6'24) 





Developed 






Developed 






1980 

72 68 

2198 

4 03 

I 14 

2 19 

1980 

n 89 

18 67 

4 84 

2 53 

2 55 

1985 

74 45 

1963 

3 28 

3 15 

219 

1985 

76 10 

r 91 

3 >8 

212 

209 

1986 

78 18 

16 84 

2 9) 

1 ’5 

1 87 

1986 

79 13 

15 90 

1 72 

1 55 

1 54 

1987 

■”>92 

15 86 

264 

125 

1 66 

1987 

80 5’ 

1491 

2 97 

146 

139 

Developing 






Developing 






1980 

63 ’8 

V 12 

' 14 

1 3- 

1 15 

1980 

65 11 

26 56 

4 28 

3 24 

217 

1985 

65 71 

25 4) 

3 34 

4 79 

2 22 

1985 

66P 

2149 

4 88 

464 

2 95 

1986 

68 87 

23 1) 

2 84 

152 

192 

1986 

6 45 

23 07 

3 91 

4 91 

2 43 

1987 

70 6S 

2183 

■>43 

4 51 

016 

198’ 

68 89 

22 (K> 

3 77 

4 89 

244 

bast Europe 






1 ast h mope 






1980 

26 97 

14 )6 

54 87 

2 10 

24 95 

.980 

37 13 

804 

51 77 

2 35 

28 72 

1985 

2t75 

17 02 

52 95 

4 11 

24 11 

|985 

28 64 

12 97 

50 50 

4 20 

31 32 

1986 

23 10 

14 78 

56 03 

4 61 

29 59 

1986 

29 67 

1144 

53 45 

4 34 

33 83 

1987 

28 33 

12 63 

•■) 81 

4 tl 

2810 

1983 

33 48 

II 88 

49 33 

4 14 

3013 

USSR 






USSR 






1980 

964 

’1 85 

6164 

I'" 


1980 

3» 50 

6 91 

5112 

6 36 


1985 

411 

27% 

57 46 

toil 


1985 

6 81 

30 22 

42 15 

13 78 


1986 

5 25 

28 64 

55 09 

10 8 


1986 

II 48 

3-69 

45 92 

14 67 


1987 

6 74 

22 76 

59 33 

II 17 


1987 

13 77 

27 80 

43 24 

14 08 



Soune BjscdonUN llandliook <il Jniiinational fradt and Ihxehpmi nl Stoltsliis difl(ri.ni issuts 


, the counter rctormaiion in [ asi I urupt ’ 
Where do thtv stand in ihtit rtsurieition 
, business’ What is iht West dome tossaids 
I, tts basiern neighbours’ Sui h bioad 
questions can, no doubt b< ticat d onlv 
, briefly and mcomplctelv but ai least ii 
I, may help to organise our discussion In 
Section III. we put into rebel some ot the 
stylised fasts relating to how these ehaiigi 
^ in the East European polity would alfcet the 
1 trade opportunities ol the developing eouii 
If tries'’ Will they ripple through the ir trade in 
j, the years to eonu’ Should they be pes 
If timistie about their trade prospects’ I inallv 
f in the last section we make oui i one biding 
IP observations 


M March of hvcnls 

la 

What propelled the sounter ntormaiion’ 
g It IS no secret that the past few years have 
.' been a period ol increasing puzzlement and 
Hi disillusion lor the people of I ast E urope 
jh Economic stagnation had engulfed the 
r whole region and the living standards had 
k taken a nosedive ' 


C ztehoslosakia aftei doing rather well m 
iiieome per head by comparison with both 
f laiKe and \ustiia in the l9S0s, is believed 
lo have lalleii in ihe l%0s, and further down 
III the 7<K and KOs Similarly, the gap bei 
weeii 1 ast (leimans s income per head and 
that ol Wtsi (leiniany seems to have been 
inoK 111 less eonslaiil till 1970, but since then 
ihc gap has continued to widen Both 
Koniania ind Bulgaria when compared with 
Sp iin and (iiteec —the two relatively poor 
eapiiahsi eoiintiies- turn out to have lost 
giound lor the latter By the beginning of 
Kds ISiland had also been exhibiting strains 
in the economic system which were strue 
tiiral in nature ' Ihe obvious taet appears 
lo he that Ihe centrally plamic’d economies 
ol (he I asi did tolerably well in the first 
decade ol the eommumsi lule—probably 
when the*) were shilling the surplus laboui 
troiii land to a tew casilv orgamsable m 
dusirits hut since then, economic progress 
in the region has been less than spectacular, 
espeeiallv when the test came to improve 
lahoui productivity, absorb new techniques, 
make a widci range of oroducts, and even 
make them beitei The investment rate had 


been sluggish ''Ihe great borrowing of 
money (rom the West was an attempt to 
arrest the continuing decderation. But it 
tailed and sank into a morass of debts and 
deficits With a mounting debt burden, 
which cost countries like Poland and 
Hungary nearly SO pet cent of their hard 
currency earnings,' deterioration in their 
terms of trade with the Soviet Union, and 
the inability to obtain imports from the WIest 
due to constraints in expanding exports, 
everything appeared to be on the bnnk of 
disaster—that they are in a deep structural 
ensis There have been othei problems too 
for instance, fulfilment of tar^s in the 
farm sector tended to lag behind in most 
centrally planned economies, thus causing 
serious difficulties in the supply of essen¬ 
tial Items like food Again, introduction of 
advanced technology in consumar goods in- 
dustrii was purposely held back, probably 
because the planners stuck ngtdiy to the 
social welfare function introduced in the im¬ 
mediate post-war years But with changing 
incomes and changing sonal compositions, 
the texture of needs too tended to change 
in the centrally planned economies; and tn 
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dtecontent and resentment started Itreedtng. 

The immense psychological impact of this 
glowing discontent cannot be underrated. It 
led to a feeling that their position was 
hopeless; that they had been beaten not only 
by their Western neighbours, but also by the 
new economic miracle-makers like South 
Korea and Taiwan; and to catch up with 
them, there should be a crossing over to the 
efficiency of free-market. This tide of 
dissatisfaction—euphoria over gaining the 
freedom of choice—became widespread 
especially after the Gorbachev revolution. 
The unprecedented 'flare up’ in the winter 
of 1989—country after country presenting 
a picture of carnival shading off into near 
chaos—culminated finally in the overthrow 
of the communist rule, and (he beginning 
of a new journey towards restoration ol 
political and economic democracy. 

While 1989 has been a year of miracles, 
the forthcoming years arc likely to be less 
brilliant, more difficult and contused. There 
arc a host of problems to be solved. Prices 
are distorted, inflation rales arc very high, 
and no less a challenge is the process of 
reversing from t 9 talitarianism to a capitalist 
democracy. A thorny question here is: 
should a reforming communist country con¬ 
centrate first on political ot economic 
refoim? Most people seem to believe that 
economic pluralism inevitably leads to 
political pluralism—people free to choose 
how to run lacioitcs and farms, will insi.st 
on choosing their governments too. 

Here is an account of where the mam 
countries stand m then cllotts to ttanslorm 
an atrophied command economy into a 
demand cconoms. 

Reviving finvaie woor: Poland has been 
doing the best here Already there is a law 
in her statute book promising equal tieai- 
ment to private companies along with state 
enterprises; and in piinciple can employ as 
many people as they like. Hungary loo has 
enacted a similar law permitting private 
enterprises.*’ Czechoslovakia allows only 
family business. In Soviet Russia a law was 
passed in 1988 permuting the establishment 
of co-operatives outside the agricultural 
sector, and about 20,000 manufacturing 
entcipriscs were transferred to a system of 
self-financing. 1'he intention is that the 
enierprLses should not only make profits, but 
also finance their own investment. 

Opening up public sector. For economic 
survival, it has been felt essential in nearly 
al) these countries to break up the huge in¬ 
efficient public sector industries into smaller 
units. Poland, for instance, has created 
several hundred enterprises out of a relative 
handful of old conglomerates. Hungary has 
been following the same course, but at a 
slower pace Czechoslovakia is still cautious. 

Price reform: No real competition is pos¬ 
sible between companies—private or 
public—until most of the prices of what they 
buy and sell are set by the market. Here the 
prospects are seen to be better. In Poland, 


try’s prices should be free by 1993. The 
Hungarians claim that they have liberated 
nine-tenths of their producer prices. The 
Czechs say that they will move from the 
present 10 per cent of their free prices to 
80-85 per cent by 1993. Yugoslavia has 
already something close to a free market 
system. In Soviet Russia, about 60 per cent 
of the wholesale trade is to be freed over the 
next few years. 

Money market: While they wrestle with 
prices, subsidies and inflation, the reforms 
have to create a more flexible banking 
system, which lends money to firms. Both 
the Hungarians and Poles have already 
broken up their old banking system. In law, 
their central banks are now confined to a 
central bank's piopcr job; and the lending 
functions have been transferred to several 
commercial banks that can compete with 
each other, and even decide for themselves 
what interest rates to charge on the money 
they lend. Both Yugoslavia and 
Czechoslovakia plan to introduce a similar 
reform late this year. 

Western investment and technology: One 
possible stimulus to the growth of East 
European economies is to bring in Western 
help. But vast flows of credit from the West, 
like that of the 1970s, are unlikely to work. 
Nearly all of the.se countries would like to 
promote joint ventures. The Hungarians 
have so fai been the most energetic on this. 
The Western partners can now buy up to 100 
per cent of a Hungarian company, send the 
money home, and get some handsome tax 
break. Similarly, there have been moves 
towards acquiring Western technology with 
a view to restructuring production and make 
it internationally competitive. 

horetgn trade: Efforts arc on to end the 
stale monopoly of foreign trade. Enterprises 
may now negotiate directly with foreign sup¬ 
pliers and customers. The disintegration of 
COMECON—liie Soviet common market— 
IS also on the way In its recent meeting, the 
group has decided to move to a market based 
trading system. 

These six things are the skeleton on which 


tuaily gnw. They, of count, do not include 
other normal issues of economic manage¬ 
ment, above all inflation. In all these coun¬ 
tries the system has allowed an extraordinary 
amount of inflationary pressure to build up; 
but it will have to be brought under control 
by the methods so painfully familiar 
elsewhere. 

The current state of reforms may, 
therefore, be described as a kind of ‘half way 

7 ABi t 4; East South TRAOb accordihc to 
D tvkiopiNC Regions, 1980 


(US 1 million} 

Countries 

Eastern Europe 


Export 

import 


To 

From 

Developing countries 

35524 

29790 

1 Africa 

3942 

4156 


(11.09) 

(13.95) 

Libya 

673 

869 


(1.89) 

(2.92) 

Egypt 

602 

673 


(1.69) 

(2J6) 

Algeria 

362 

436 


(1.02) 

(1.46) 

II laiin America 

8557 

10682 


(24.09) 

(35.86) 

Cuba 

6814 

6807 


(19,18) 

(22.85) 

Brazil 

231 

867 


(0.65) 

(2.91) 

.Argentina 

80 

1107 


(0.22) 

(3.72) 

111 Asian market 



economics 

9504 

9120 


(26.75) 

(30.61) 

India 

2172 

2I9S 


(6.11) 

(7.37) 

Iraq 

1033 

2185 


(2.91) 

(7.36) 

Europe 

4770 

5585 


(13.42) 

(18.75) 


Note ■ Figures in () indicate per cent share 
in developing exports to and imports 
fiom East Europe. 

Source' Based on UN, Monthly Bulletin of 
Statistics, May 1989 


IabieS: Avi-K.st.i Annuai Grow ih Raits in Exi'orts and iMPOirrsBv Countries and Regions 



Growth Rate of Exports 
(Log E = a E fl D 

Growth Rale of Imports 
(Log M = 0 + 8 T) 

1973-81 

1981-88 

1973-81 

1981-80 

Bulgaria 

16.74 

6.75 

15.04 

6.SS 

Czechoslovakia 

12.42 

7.70 

11.89 

7.90 

GDR 

12.16 

666 

11 71 

6.83 

Hungary 

8.80 

I 89 

9.84 

1.35 

I'oland 

10.91 

0.75 

9.44 

-1.10 

Romania 

1512 

2.88 

16.66 

0.20 

USSR 

18.05 

4..34 

16.52 

4.96 

Fast Europe 

15.04 

4 79 

13.86 

4.54 

Developing 

19.86 

- 0.36 

20.86 

-0.0) 

Developed 

15.12 

7.63 

15.45 

7.14 

World 

16.35 

5.48 

16.46 

5.43 


Notes: E = Exports; M = Imports; and T = Time. 

Source: Based on UN. Handbook of International Trade and Development Statistics, different 


issues. 
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(ftr cent in loUil BoltMii import) 


(Per cent in total Bulgarin export) 




Figure 3.2(A): c/tcHosiovAKiA Export with East and South 
(F er cent in total Crcclioslovakia export) 



Figure 3.2(B): Czechoslovakia imi>oki with East and South 



house’ in which there has been a departure 
from some of the dominant institutions, 
motivations, and behaviour of traditional 
socialist model; but this departure is yet to 
successfully fructify by yielding to a full- 
fledged market economy. 

Western society, continues to re-enact the 
philosophical history of ancient Greece 
Swept under (he alluring carpel of liberal 
reforms, East-West relations have already 
thickened. The Wnt's spokesmen have called 
for an elaborate strategy to help the 
economic recovery of the East. 

A powerful actor in mending the East- 
Wmi divide is the European Economic Com¬ 
munity. The Commumty, already in the pro¬ 
cess of welding itself into a single market of 
some 320 million (teople, wants to embrace 
as many as possible of the 140 million people 
of the East, partly to increase its own power 
in the region and parity in the hope that a 
united Europe would have major political 
significance. Stalking across this wild 
imagination, the Community is in a hurry 
to help the East's resurrection business;^ 

' and is seen to ihink in terms of giving bet¬ 
ter access to East’s products in the last’s 
markets, making it easier for Western firms 
I 

iS m A 


to invest in the East, encouraging joint 
ventures, collaboratii^ in scientific research, 
and helping to train ^st’s managers in the 
West to run factories. Already, it has pro¬ 
mised in its trade treaties, with Hungary and 
Poland, to end all quotas on manufactured 
imports into the Community by 1993. Also 
there is evidence that the Community would 
reward'East Europeans who are trying to be 
more capitalists and democrats with more 
attractive treaties than-with their retrograde 
neighbours. For iastance, in the agreement 
with Poland, the Community has broken 
further ground by lowering customs duties 
on Polish farm exports. Promises of more 
attractive agreements with Hungary and 
Romania are also there. In short, the Com¬ 
munity offers to extend trade pacts to East 
Europe with alacrity.* 

Suppose things go as well in the next three 
or four years. Both Poland and Hungary, 
already ahead in reforms, move over to 
capitalist democracy more or less smoothly. 
Czechoslovakia and Romania follow them. 
Yugoslavia is already close to a market 
economy. Bulgaria does whatever Russia 
does; and the latter might have loosened its 
grip over 70 per cent of the economy. 
Albania remains a blur in the corner of 


everybody’s eye. By 1993, even on fairly 
cautious estimates, the destabilisation in 
Europe will be considerable—the old order 
of post-I94S stability will have been broken 
at the heart of the region. 

For the sake of argument, one can also 
perceive that political consideration will be 
upper most in the West’s altitude towards 
the East, i e. West's Eastern neighbours 
could get more favourable treatment than 
producers elsewhere. It seems then most 
likely that the European Commumty will 
grant Generalised System of Pteferenoes 
(GSP) to a wide variety of East European 
goods in order to soften the impact of the 
Community’s common external tariff as well 
as abolishing quantitative restrictions (»im¬ 
ports. This could mean significant access for 
East European products ranging fnmi 
agricultural products to textiles, and 
manufactures in the markets of the Wests’. 
On similar grounds, one can expect Euro-' 
pean Free Trade Area (EFTA) to provide 
wider access to the East’s products. Given 
this endless web of temptation, one can 
expect the COMECON—the post-war 
economic co-operation among the socialist 
countries—to disintegiatck and the coumries 
on an individual basis to divert ti.ar trade:* 


Fmiuunir and Miiieal Wwklv ftiav II. I9n. 






ItatMa VfTft'BMT AMD-SOUTH 

(Per emi in total OOK otpert) 




FIGURE 3.4(A): HUNGARY tXWHT WITH EASI AND SOUIH 
(Per cent in total Hunttry cxportl 



Figure 3.4(B). HuNOARy imi-oki with Easi and South 
(F cr cent iii total Hungary impiutl 



III 

Ramifications for Devcltiping 
Countries 

A convenient starting point is to look al 
how big East’s trade is in the global context 
and how that compares with the positions 
of the developing and the developed coun¬ 
tries respectively. To provide this perspective, 
an effort has been made to place the 
distributive shares of the three groups—the 
centrally planned economies of the East, the 
developing countries of >he South, and the 
developed market economies of the 
North—in the world totals of exports and 
imports. Thb is shown in Figures I A and 
1 E 1 Vk> observations can be made from the 
data contained in the figure. First, the East’s 
trade has not yet reached a sufFicient size 
to have quantitatively sufficient impact upon 
the North’s trade. But, it seems clear for the 
same reason that its trade can become suf¬ 
ficiently large to destabilise South's trade. 
Second, for a long time until now. East has 
remained only on the sideline, while the 
North and the South have been the main 
frontliners in the world trade In fact, the 
former’s share altered very little in the course 


of the past 18-year period, and the changes 
whatsoever have occurred, are seen to have 
affected the latter two who had varying 
fortunes. 

Is there something qualitatively different 
about East's trade—say about its trading ties 
as compantd to trade flows of the South and 
North? Alternatively, does the direction of 
trade matter? To gauge thus, we present in 
Table I the distribution of each region’s 
exports between intra- and inter regional 
destinations. The data applies to 1980, 1985 
and 1987. Reading across the rows, and 
down the columns, the table gives an insight 
into an important aspect of trading ties, 
namely, the intra-regional trade versus the 
inter-regional trade. The table discloses, for 
instance, that a significant proportion of the 
East’s trade is within its own region. The 
share was SI per cent in 1980, and climbed 
up to 58 per cent in 1987. Compensating this 
gain in intra-trade is the loss in its inter¬ 
regional trade, especially in the trade with 
the North, where the latter’s share in the 
former’s exports dropped from 31 to 21 per 
cent. Contrastingly, the South has very weak 
trading ties with its own region. Most of its 
ties are with the North. For instance, in 1987, 


the North’s share alone in the South’s ex¬ 
ports was 66 per cent. The South as a whoit 
has also weak trading lies with the East; tht 
former’s share in the latter’s market was les! 
than 5 per cent.'° Like the East, the Nortt 
has again strong trading ties within its owr 
region. Almost 80 per cent oi the North') 
exports in 1987 were within its own region 
and a major proportion of the balanci 
amount went to South with the East remain 
mg only at the margin. 

The years 1980, 1985 and 1987 in thi 
preceding analysis were selected for reason 
of statistical convenience, and not to repre 
sent any historical watershed. However, h 
one wants to know whether the reform) 
following the Gorbachev revolution had anj 
perceived effects upon this trade pattern, i' 
would be intelligible to update this data U 
a year of latest vintage. To bring this preci 
sion in our analysis we updated the data ti 
1989 and part of 1990 and then drew up thi 
directional effect on trade. What emerge) 
unmistakably is the tbndency—an obliqw 
indication—for a relative decline in inim 
East trade vu-n-vu inter-regional trade.' 
Beginning from mid-eighties, the intra-Eas 
trade is in the process of c'scent, and th< 
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FKiUKi- 3.6(A). Romania Expohi wiih East anu south Eic.urk 3 6(B) Komsma impori »iih ('asi and South 
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; inter-regional trade is going up. It is also like¬ 
ly that the kind of market shifts implied in 
I thetie rigures arc not likely to be leversed; and 
I instead, the current eeononue restructuring 
I can be expected to further accelerate this 
^ process. 

While the data presented above pertain to 
aggregates, they suggest the desirability ol 
') a further analysts aimed at identilying both 
j the products and the countites primarily 
i| responsible for bringing these changes. More 
I specifically, sve ask' which are the coin- 
'i modities presently undergoing (oi not 
1 undergoing) this redireclionV Have all the 
^ countries of the East partaken of this 
t change? We take these questions 
^ sequentially. 

. in Table 2 we have displayed the com- 
\ modity compo.sition ol exports originating 
I from each region and flowing to different 
,V, destinations under ten commodity headings. 
^ The table reveals that intra-East trade is 
^ mainly concentrated in four commodity 
if groups, VL 2 , machinery and tianspori equip- 
') ment, manufactured goods, mineral 'fuels, 
'• and textiles. For machinery and transport 
^ equipment, the proportion is as high as 73 
I ^r cent. In textiles, more than half of the 
V East’s exports are destined to its own region. 


!'t 



Almost the same story can be repeated for 
ilic two other items mineral fuels and 
manufactured goods. The items which fre 
quent in inter-regional trade are non-ferrous 
metals, iron and steel, chemicals, agricultural 
raw materials, and food items. All of these 
■terns show declining trends in intra-tradc 
and rising trends in inter-regional trade The 
two striking cases are those of non-lcirous 
metals, and iron and steel which show in¬ 
creasing shifts from intra-East trade to inter¬ 
regional trade. Now if we try to posit this 
pattern of the East with the revealed patterns 
of South, one could make two casual 
'observations; 

(a) The East appears to be pushing down 
the South’s trade not only in the markets of 
the North, but also in the South’s own 
markets. Signs ol ihis happening can be seen 
from the experiences in commodities like 
iron and steel, and non-ferrous metals. In 
the former, the East's export share in the 
South increased from 13 to 21 per cent bet¬ 
ween 1980 and 1987, while the South’s share 
in Us own market declined from 49 to 34 per 
cent. In the latter case, the South’s share in 
the North’s market declined from 77 to 68 
per cent and that of the East climbed from 
50 to 66 per cent. 


In machinery and transport equipment, 
and textiles also the East’s .share in the South 
increased, while intra-South trade in these 
products tended to decline. 

(b) Any further redirection of the East’s 
trade will cerainly be at the cost of disturb¬ 
ing her present intra-trade which is pre¬ 
dominated by textile, machinery and 
transport equipment, mineral fuels and 
manufactured goods. The continuing influx 
of these exports from the east is likely to cut 
the South’s opportunities further because 
these are the items in which the South has 
gamed comparative advantage in recent 
years. 

It is idle to pretend that all the countries 
of the East have contributed to this change. 
The countrywise experiences, displayed in 
Figures 3.1 to 3.7 tell a different story. The 
experiences of Hungary, Poland, and to 
some extent Soviet Russia are seen to be 
quite different from the rest. All the three 
indicate trends of diversion of trade from 
intra- tc inter-regional destinations after 
1986. Hungary, for instance, is seen sending 
only declining proportion of its exports to 
other countries of the East after 1986. For 
Poland, it dates from the early 1980s and for 
Soviet Russia, it starts from 1986. On the 
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other hand, Romania, i ast Oermany, 
Bulgaria and Czechoslovakia have been 
sending an intreasing proportion ot their 
exports to the region East Oermany sells 80 
per cent ol her exports to other countries 
of the East For Bulgaria and ( /echos 
lovakia, this propoiiion is again as high as 
75 to 80 per cent 

The countrywisc picture educates us in 
another way- it sheds light on the intensity 
of each country s trade with the South The 
general picture emerging Irom the figures is 
an overall decline in then trade with the 
South There are, ol course, some notable 
differences Poland, tot instance, has been 
receiving a stcadv flow ol impoits tiom the 
South One can recite almost the same stoiy 
for Soviet Russia East Cieimany piewides 
a different expeiience - the South’s share in 
both exports and impoits has icmained 
steady without anv ma)or change 

Before concluding this general review of 
the structure and pattern of East’s trade, two 
further points will be briefly touched upon 
The fust is about the historical trends in the 
foreign trade - exports and imports 1 his is 
illustrated in Ihble 7 whicli gives the annual 
growth rate in the value ot then aggregate 
exports and imports for individual countries 
of the East as well as for all the three regions 
separately What can be seen is the relative 
slow-down in the f980s as compared to the 
1970s, in all the countries of the East trade 
accelerated dunng the seventies and slowed 
down in the eighties 

The second point concerns the distribu 
tion ot East-South trade across different 
geographical regions of the South -Africa, 
Latin America, Asia and Europe fable 4 
gives these details The gross impression con 
veyed by the table is that the Asian region 
constitutes the single-largest market lor the 
East in the South, if one ignores C uba 
I To sum up, the analysis tends to confirm 
much of what has already been suspected 
There is a structural shift in the pattern ol 
the East’s trade, at least from the beginning 
of the mid-eighties A decieasing share of 


Its goods are now being exchanged within 
the region, while an increasing share is ship 
peJ to markets abroad This redirection of 
trade has already begun to flush out the 
South not only m the markets of the North 
but also in the markets of its own region 

UmiRi Plrspk fivi 

Taking this as pnma fane evidence, we can 
also predict that with the present translor 
mation in the Last, this shift can presumably 
be expected to gather further momentum 
The developments in the next few months 
would indicate when this phase would arrive 
finallv But then one can witness the curious 
spectacle of the Fast groping for markets 
abroad This brings us to the last and final 
phase of our enquiry how would the East’s 
integration with the world economy shape 
the South’s trade in the years to come’’ The 
facts suggest that in such an event, a substan 
tial proportion of the South’s exports would 
face difficult adiustment problems We have 
two clues which lend to reinforce this 
conclusion 

The first relates to the kind of products 
which will be diverted from the bast's 
markets to markets abroad Then are 
already some clear expectations on this The 
intra Last trade is concenirated in four pro 
duct groups mineral fuels, textiles, manufac 
tured goods, and machinery and transport 
equipment W ith the disintegiation of this 
group. It IS obvious that these will be pro 
duct groups which will be shipped to the 
world market Needless to say, the develop 
ing countries’ exports are also concentrated 
in these four grouos 

The second clue to our problem is one of 
a more systematic way of finding out the 
similarities between the structure ol intra 
Fast expoit and the export structure of 
developing countries Ihble 5 contains our 
rc'ults of these similarities/dissimilarities 
where we have tested homogeneity of 
dotributions'^ between exports ot alter 
native pairs ot groups intra east vis a vu the 


South, intra East vis a vis the North, etc 
1 hough the statistical test of significanct 
does not clearly conHim our hunch, then 
IS some definite evidence of export matchini 
between intra Fast and the South Con¬ 
trastingly, the evidence in the intra-East- 
North comparison yields increasini 
dissimilarity 

A highlight of the result is that tor bott 
1980 and 1986, export flows from the Eati 
to the South were as similar as the flow 
within the East On the other hand, intra- 


Tabu 5 CoMPLTiTivtNtss bitwein 
I siTRA East Tradi and Tradi Fiowsin 
A iiiRNATivb Dirk tion 
(C hi square results for test of homogeneity 
of two distributions) 


Intra Fast Trade Vs 

Calculated Value of 
Chi Square 
[980 1986 

1 South World 

348 9 

710 

2 North World 

37-' 

1201 

T Fast North 

178 2 

143 9 

4 Last El C 

276 6 

1530 

5 last South 

14 7 

15 3 

6 North South 

126 S 

285 3 

7 South South 

162 3 

63 67 

8 South North 

508 2 

805 

9 North North 

27 2 

103 7 


Notes (I) C hi square statistic is computed b; 

inmg data on 10 categoreis of eX 
pons(1/2digit SITC level) Inca* 
the calculated value of Chi square t 
less than tabled value, the hypothed 
that ‘there is no difference in (h 
distributions of exports of intra-Eai 
and other regional groups’ is acoeg 
ted It should be noted that th 
results are only suggestive R 
details about the lest see Yule, G ' 
and M O Kendall An Introductio. 
to the Theorv of Statist ks Griffii 
london, 1977 

(2) Tabulated value of C hi-^quaie (i 
9 d f) for I per cent level of sigq 
ficance is 21 7 
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ast-North or East-EEC. The corollary of 
i|$ could be that Eastern Europe may try 
> increase its exports to the South if its 
itra-trade finds outside markets. Supposing 
te South becomes the target-market tor the 
ast, it is the South-South trade which will 
: adversely affected, and not the flows from 
le North to the South. The Chi-square 
4tnt8tes presented in the table bring out 
lai the export structures of intra-East flows 
id intra-South flows tended to become 
ore competitive over the years, while that 
f intra-East and North-South grew more 
stimilar. It then appears that South-South 
ade is going to face more hurdles in the 
»ming years than before. 

The South, however, cannot become a sole 
arket for the East because the latter would 
: ive to depend on the North as well for 
chnology and hard currency earnings. In 
at case again, the South would have to 
■mpete with the East in the Northern 
arket. The export structure of intra-East 
)ws turned out to be mote competitive ovet 
I c years to the export flows from the South 
1 the North, while intra-North trade flows 
id intra-East flows tended to grow more 
, ssimilar. 

Going by these tentative estimates, the 
I idencies are thus towards more of a enm- 
I lition between Eastern Europe and the 
I <uth, rather than between the East and 
I nth. The South may stand to lose both 
I its own market and in the markets of the 
i >rih. 


i IV 

Concluaiun 

t 

. Countries of the poor and developing 
. uth have been hoping against hope that 
' ; 1990s would not turn out, like that of 
: I 1980s, to be a lost decade. But viewed 
^inst the backdrop oT changes in the 
I ^political environment in the past couple 
^ ponths, they can no longer afford to draw 
■I nfort. Teetering already they can expect 
encounter further problems in expanding 
.•J,lr trade. In their own region, the con- 
* (ling influx of expons horn the East block 
,1 pose a threat. They will encounter pro- 
in penetrating the preferred markets 
(Europe after the integration there. Across 
I ^Atlantic, the supposedly greatest cham- 
of free trade is using its muscles to 
^^doze the poor developing countries of 
Africa and Latin America in the inter- 
^ iOiuU trading arena. On top of this, it is 
embarking on a free trade agreement 
|ll Canada which will one day be another 
';>re$s. And, in a tussle between the two 
Lircs^, the developing world will be 
(Ught to its knees as a supplicant for petty 
^gturs. 

Notes 

'authors thank Pranab Bardhan for a 
, Jl discussion on the subject. An earlier ver- 
^ of the paper was presented at a workshop 



Imports from U^R Exports to USSR 

(Per Cent of Imports from Wortd) (Per Cent of Exports to Wbrid) 

1988 

1989 

1988 

1989 

Bulgaria 

53 

55 

90 

66 

Czechoslovakia 

41 

38 

81 

39 

CiDK 

40 

22 

69 

25 


(1987) 




Hungary 

25 

23 

78 

26 

Poland 

23 

21 

73 

24 

Romania 

na 

26 

68 

22 


Source: Based on UN, Monthly Bulletin of Statistics, and The Economist, August 11-17, 1990. 
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50ci0logy uj India — 

A View from Within 

MtH^nakshi Thapan 

Irtformed largely by the work of the French sociologist. Pierre Bourdieu, this article attempts to identify and 
analyse the field' of sociology in India It traces the development of sociology as a discipline and then its institu¬ 
tionalisation in the Indian context. Against this background are set out some of the various divisions, struggles, 
and relationships that constitute the field of soaology. 


N order to identify and analyse the field of 
ociology in India, it is first necessary to 
leftne both my use of the term field in a 
pecific sense and of soaology as ic has been 
oncnved and praaised in India ' But first, 
et me state that my interest in this subject 
uew out of a wider concern with field work, 
loth as It IS conducted and written about ^ 
ks sociologists or anthropologists we do 
leld work on ‘the other’, an entity, being, 
ir situation somewhat separate from 
lurseives as professional sociologists My 
merest lies in turning the sociological gare 
nsvards, or more appropriately, on ourselves 
IS practitioners of a particular discipline in 
vhich we have been trained The question 
irises as to whether it is in fact possible to 
urn this gare, so used to looking outside at 
the other’, inwards to look at ourselves ’ C an 
ve apply the same norms and principles of 
nethod to look at ourselves as we do, so 
;ntically and analytically, with ‘the other*'' 
Phis sociological self oi course also includes 
he author who is in tact attempting to turn 
he sociological gare not only upon ‘other’ 
iractitioners of the discipline but also on 
icrself as a member of the community of 
sociologists This IS bv no means an eas) 
ask for it may vet be simple to examine 
sociologists as ‘the other' but far more dit 
'■cult to understand sociologists and 
sociology in India with onselt as an integral 
>art of both the object of study as well as 
n the role of the observer Bourdieu of 
;oursc, argues that for the development of 
1 ‘genuine social science’ what is required 
s participant objectivation in which the 
eseaaher “leflexively situates his or her own 
sosition in relation to the stuoy” |t989a] 

I his IS considered an essential pre requisite 
or a truly reflexive sociology 
Ihe ‘discipline’ of sociology in India is 
}nc aspea ol my analysis, i e, an aitcmpt 
sill be made to briefly examine the historical 
levelopment of the discipline as well as its 
iubstantive content I would however like to 
iistinguish sociology as a ‘discipline’ from 
iociology as a ‘field’ * This necessitates an 
rxplanation of the teim field as it is being 
ised m this paper “Field”, as Bourdieu uses 
t, in particular, the “intellectual field” (since 
hts IS our concern) is “like a magnetic field, 
nade up of a system of power lines In other 
srords, the constituting agents or system of 
igents may be described as so many forces 
which by thar existence, opposition or com 
sination, determine its specific structure at 
1 given moment in time” (Bourdieu 1969 
)9] Later, however, Bourdieu conceded that 
It was necessary to go beyond this particular 


construction which viewed the intcKeaual 
field “as a relatively autonomous universe 
of specific relations” [Bourdieu nd 77] The 
field in fact does exist in relation to other 
fields in social space, most notably to that 
ol power (I c, economic and political power) 
In other isords, relations within it are con 
stituted b> relations within the field ol 
power 

Nc*xl an important consideration is the 
place of sociology as a discipline within the 
intellectual field vi/, us relation to other 
social siienccs or to the ‘pure’ or natural 
sciences It is quite clear that sociology in 
India does not have an autonomous 
existence and is closely linked to religion, or 
economics and politics for example, that 
influence both its substantive content and 
method It is thus important to locate 
sociology in its intellectual moorings in rela 
tion 10 otht r disciplines in order to establish 
the influences that prevail both on the 
discipline and on the field I he most impor 
lant concern nonetheless, remains the field 
iiscll the relations that obtain in it, the posi 
lions occupied m ii bs institutions, agents, 
participants or the practitioners of the field, 
the struggles loi positions and for the 
reproduction of transformation of the 
capital which IS specific to the field ' 1 he 
possession ol this capital, in varying degrees 
or forms in fact endows with power the par 
ticipants depending on their position in the 
field The ‘habitus of the practitioners 
1 c, the system ol dispositions they have ac 
quired by internalising a determinate type 
ol social and economic condition and which 
find in a definite irajcttors within the field 
'indei consideration a mure or less favour 
at Ic upporttiniiv to become actualiscd’ 
{Bourdieu 1989b )2| and Ihe moie specific 
trajectories indicate to us the essential 
character of the field that is reflected or 
manifested in the social space ol the lela 
lions struggles varied positions and 
‘position takings in the field ** 

1 here are then several concerns or many 
strands of concern that arc reflected m this 
paper to define soeiologs as a discipline and 
as a field to trace the development of the 
discipline and the bioad rubric of its con 
lent and method and to undertake an 
analysis of the field itself in terms ol ihc 
practiiic ners of the discipline who both 
constitu t and reproduce or transform the 
field ’ 

S(K fOlCK.V AS A DISC IPLINL 

In ordet to understand sociology as a 
discipline in India, we first need to clarify 


whether we arc referring to soaoli^y or 
social anthropology as both have been used 
almost synonymously in India Beteille 
(1974] suggests that there is in faa noclanty 
in the conception or in the usage of 
sociology and social anthropology in 
India * It IS therefore not possible to for¬ 
mulate neat definitions and following 
Beteille, 1 would argue that both disciplines 
“have the same approach to the study of 
social litc, that their mahods are similar, but 
that they have developed different techniques 
of investigation ard analysis” [Beteille 1974 
9] He suggests that the most common dif¬ 
ference III techniques is probably that bet¬ 
ween intensive fieldwork and survey in¬ 
vestigation An analysis of what constitutes 
sociological and social anthropological 
research in India does not, however, suggest 
great discrepancies, ather in terms of ininest 
01 in terms of approach, as we will be (ri>- 
vious when we discuss the content of 
sociology as a discipline I therefore, find 
It difficult to accept Ouha’s rather simplisUc 
assertion regarding the separate concerns of 
sociology and social anthropology, the 
former reflecting an interest m ‘macro’, the 
latter m ‘micro’ processes, or m conflict and 
social order respectively Even more super¬ 
ficial IS his illustration of these differences 
with reference to two works by Srinivas 
without explaining the basis or the method, 
bv which he does so [see Ramachandra 
C.uha 1989 M4 US] 

Both sociology and social anthiopology 
were established in India as a result of tlw 
colonial encounter with Britain This af¬ 
fected the manner m which the disaplines 
wert institutionalised with separate depart¬ 
ments being established for both and the 
manner m which research was sought to be 
conducted and the disciplines taught More 
significantly it points to the extent of the 
influence of the political field on the intellec¬ 
tual field m India 

It was as a colony of the British in the 
nineteenth and twentieth centuries that we 
can trace the beginnings of an interest in 
sociology as a discipline and its institu- 
iionalisation in India T he manner in which 
I he disc ipline look root in the colonial con¬ 
text IS lellected in two events an increase m 
a kind of social and cultuial activity or 
scKiological refleaion, as it were, that could 
be considered intelleaual activity of a sort 
and the institutionalisation of the disapline 
in different universities across India Of 
course this process was accelerated in the 
period alter 1947 * 

From all accounts, it would appear that 
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general sense was established in Bengal in 
theeighteenth and nineteenth ceniuiies The 
political field of colonial bureaucracy in 
fluenced the development of the intellectual 
field in two wavs On the one hand it 
influenced the establishment ol certain 
social and cultural societies loi tiu bcnelit 
of intellectual activity (or example, in 
Calcutta, Sir William Jones iounded the 
Asiatic society of Bengal in 1784 History 
science and art were the major themes ot 
interest In 1828, the Acadomu Association 
was started bv Henry Dtro/io in Calcutta 
with several active Indian mcmbtis and 
luiictioiied mainly as a debating dub 
Another short lived club but with wide 
ranging interests was established m 18^8 
again m Calcutta Fhe interests and ai tiviias 
of this club—the Society foi the Acquisition 
Ol General Knowledge-covered history 
geography, language, and social conditions 
In ISJI), the latwa Bodhini Sabha started in 
Calcutta to discuss social conditions and 
problems and also to question certain 
established customs and institutions While 
the British certainly aided in the establish 
meiit o( several of these societies m C akutta 
theefloitsot some Indians at the time need 
to be specitied The most notable ol these 
was Rata Rammohun Roy (1777 1811), social 
reiomier and founder ot the Brahmo Sama) 
In (act Dube has suggested that Rammohun 
Roy's views on religion caste, position ol 
women, etc, were to characterise muc h of 
Indian sociology later on [see Dube 1977 for 
more details] Similarly, other active societies 
and institutions were established m other 
cities in India 

Dube has chronicled the development of 
sociology through some of these institutions 
for esample, the Oudh Scientific Society ot 
1 ucknow which was concerned w iih ‘social 
problems’ had a paper on the ‘sociology ot 
India’ presented before it by one Syed Shut 
rafoodin More specifically, in 1869, the 
Society lor Sociological Studies was 
established in Jaipur I he most impoitant 
institution concerned with scxial science was 
the Bengal Social Science AsscKiation 
(i867>l87b) which was dedicated “to the pro 
motion of social science in the Biesidcncy 
of Bengal” [Dube 1977 7) Papers presented 
before this association reflected a 'deep 
soaai concern’ and were essentially concern 
ed with icforming and ‘energising’ India 
iDubc 1977 7] 

the other hand the colonial bureau 
cracy contributed inadveitentlv to the fur 
ther development ol sociology through it 
quirements lor purposes of administration 
1 hat IS, British otricials realised the impor 
tance of an adequate knowledge of Indian 
culture and social life to an efficient tunc 
tionmgof India In I769, Henry Verelst, the 
govcinoi of Bengal and Bihar realised the 
need foi collecting information on the 
‘‘leading families and their customs' and 
issued directists to his oiricials jSrinivas and 
Panmi 1973 I8I] Subsequently, many 
British officials and also missionaries under 
took this task (for example, Abbe Dubois, 


Hindu Manners and Customs was published 
m 18I6) In I87I, the first all-India census 
was undertaken by the Biitish government 
which has subsequently become an impor¬ 
tant source of information for social and 
cultural analysis Srinivas and Panini 
howevci also suggest that the census also 
became an ‘instrument of social policv” 
ISrinivas and Panmi 1973 181] For example, 
distinguishing between different castes 
itsulicd in a teriam ‘self awareness’ and 
competition to claim higher caste positions 
1 lie piactuc of recording data on the basis 
ol caste was discontinued except for certain 
categories in I9S1 ]Srinivas and Parimi 1971 
iSlj In 1901 the Ethnographic Survey ot 
India was established and collected a mass 
of crude social data It has however been 
suggested that neither of the two agencies 
lot sal urns ttasons, were the ‘perfect agen 
cics loi the collection of data ]Dube 1977 

h 

(Icaily then, while the British did succeed 
in launching as it were, an interest in the 
I ollcction and analysis ot data, of whatever 
kind It was not without a suggestion ot their 
own position IS the rulers gathering infoi 
maiion on the ‘natives’ perhaps in order to 
catego 1 st them better for purposes ol 
administration but ii effect ot rule flit 
field ol power is thus very closely linked to 
the citation and establishment of the con 
temporary inlcllcctual field in India This is 
also evident m iht overall education system 
that colonial buicaucracy sought to impost 
on India " 

INSIIIUTIONAI ISMION Ol 1 HI 
Disc IPI INI 

I he next important question is wlu n dots 
sociology then become sociology as a 
discipline^ This may be analysed by trac ng 
the growth of institutions for the teaching 
of sociology and social anthropology in 
India, the establishment ol piotessional 
journals, as well as through contributions 
to the discipline ovei a period of time 

It IS cleat that the first university depart 
menl of sociology was started at Bombay (as 
the School of Economics and Sociology) in 
J9I9 but prior to that, sociology was being 
ottered as a course or part ol a course in 
difleient departments in the country The 
first known university to start teaching 
sociology as part of a course was Mysore 
University in 1917 18 soon after the 
assumption of headship by A R Wadia 
jParvathamma 1972 61] In 1917, sociology 
was introduced m the Pbst Graduate C ouncil 
of Arts and Sciences and in I92i, a depart 
ment ot anthropology was established at 
Calcutta University In 1919, as already 
stated, Bombay University started what is 
considered the first department of sociology 
with Patrick Geddes as the first occupant 
of the chair of sociology In 1921, a 
combined depaitment of economics and 
sociology was started under the headship of 
Radhakamal Mukherjee at Lucknow He 
was joined in 1922 by D K Mukherji and in 
1928 by D N Majumdar Clearly, the close 
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economics, are self-evidrot In the early 
institutionalisation of sociology in India. 
Moreover, the agents, or practitioners, 
responsible for the different institutions 
belonged to other disciplines and had vary¬ 
ing interests, not limited to sociology alone 
Thus, Wadia was essentially a philosopher, 
Geddes a biologist, human geographer and 
town-planner, R K Mukherjee was an 
economist with an interest in ecology and 
social work, and so on Ihese vari^ in¬ 
terests, one would have thought, would 
surely have contributed to the growth ot 
sociology m many different directions While 
this may have been so in the beginning, in 
the woik of particular sociologists, we find 
that in later years, sociology in India was 
channellised into three or four major 
avenues which were not without a form of 
social hierarchy m terms of the kind of status 
that came to be associated with each of 
them 

Sociology in India has thus been 
characterised by different approaches and 
methods all of which reflect underlying 
theoretical and ideological convictions 
There is also the impoitant influence of 
western interest in India as an object of 
study I his suggests the interplay of different 
fields and proves beyond doubt that m terms 
of oiilent at least sociology docs not con¬ 
stitute m autonomous field in India The 
content of sociology in India is thus not 
specifically limited to a particular area or 
discipline noi to a single approach 

It wc view scKiology and social anthro 
pology cottrminously, then the Indological 
approach has dominated sociological study 
in India especially m the early development 
of the discipline evident, for example, m the 
woiks ol Cl S Ghurve and I karve It is im- 
jKirtant to point out however, that both 
tiadiiion and problems of modernity in¬ 
terested Ghurye unlike Karve who was a 
more strict adherent of the Indological 
method D P Mukherji is another exception 
who maintained an interest in the study of 
tradition and yet, perhaps due to his Marx 
isi leanings conccined himself with pro 
bicms of social change 

The Indological method was latei 
developed bv Dumont and Pocotk in their 
programmatic statement when they launched 
the journal < ontnhutwns to Indian 
Satiology (C IS) in 19^7 Such an approach, 
exemphlicd in the works ot Ghurye and 
Karve, and later in that of Dumont and also 
in the pages of C IS, essentially reflects a con¬ 
cern with Indian tradition This approach 
IS linked to the past and is therefore suppor¬ 
tive ol a world view that examines India as 
It was rather than as it is today It is also 
an appioach that has many takers in the west 
evident in the number of articles published 
in CIS ,>y western scholars culminating in 
a recent issue on ‘An Fthnosociology of 
India’ which recommends a spcciflcally 
Indian (read Hindu) sociological way of 
looking at culture [sec CIS 1989, Vol 23, 
No I] India, the esoteric, exotic and even 
erotic has not ceased to be a marketable 
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oommodity in the west. It has. therefore, le- 
mabied an attractive and popular object of 
study for Indian scholars and Indianists 
abroad who subscribe to a particular ap¬ 
proach. This approach, however, can also 
unwittingly lead to' the glorification of the 
Indian (mainly Hindu) tradition to the 
neglect of other traditions as well as of 
contemporary sociological problems for 
research. 

Scholars such as R K Mukherjee used a 
more inter-disciplinary approach for the 
study of Indian society and especially ad¬ 
vocated the use of economics and ecology 
in understanding different aspects of the 
social, reality. Such an approach is an out¬ 
come of Mukherjee's concern for the under¬ 
privileged reflected in his pursuit of .social 
tyork among the underprivileged sections of 
society in Calcutta and elsewhere.'* The in¬ 
terventionist I ole of the sociologist was 
lecommended by D N Majumdar as far back 
as 1956 [see Madan 1982; 19-20] and such 
an approach has formed a second stream in 
the history of Indian .sociology. 

There have been several studies on dif¬ 
ferent a.spects of Indian society related to, 
for example, the agrarian structure, ur¬ 
banisation, institutioas, industrial relations, 
education and so on. In terms of publica¬ 
tion in professional journals, however, such 
problems have been largely discussed in 
Sociological Bulletin''’ and the Economic 
and Political Wtekly rather than CIS which 
has had a different image by its association 
with Dumont and his kind of sociology. This 
is a telling comment on the nature of the 
field Itself, divided as it has been in terms 
of different orientations and relations 
emanating from these orientations. Of 
course, one approach is often considered in¬ 
tellectually supciior to another in the order 
of things and this inevitably affects relations 
among the practitioners of different ap¬ 
proaches as well as the student Iratcrmiy. 

Another approach, dominated by the 
early works of M N .Srinivas, has been con¬ 
cerned with different aspects of village life 
and falls under the rubric of 'village studies’ 
in general. Such studies have been influenced 
largely by the fieldwork tradition (in terms 
of method) and produced monographs on 
different aspects of village life (for example, 
those of Srinivas ll952bl; Betcille [1965); 
Madan [196S|; Srinivas |I976|; among 
others). Village studies have constituted a 
significant area of research in Indian 
sociology largely because ot the emphasis 
on field work and on the sociologist study¬ 
ing his own society. 

There has nonetiieless been an unfor¬ 
tunate tendency towards neglecting contem¬ 
porary urban and modern India as a domain 
of inquiry. Thus traditional and village India 
has remained a more popular and somewhat 
exalted area of study than modern India, en¬ 
couraged and abetted by a particular world¬ 
view of Indian society. This is also true of 
particular institutions (university depart¬ 
ments of sociology) which emphasise cer¬ 
tain approaches and areas of interest.'^ 

Hnally, tlwre has been the work of Indian 


scholars oh other ciritnies, societies a^ 
thinkers. Although such work has been rare 
(for example, Uberoi [1984], among others), 
it has not succeeded in generating any par¬ 
ticular interest in the discipline as a whole. 
One reason for this is that some professional 
journals in India, such as CIS, do not lend 
themselves to the publication of such work. 
This makes the plea for the indigenisation 
of the social sciences [see, for example, 
Madan 1966, 1979] a hollow one. Is 
indigenisation to be viewed only as work in 
the field of India as ihc object of study from 
Indian perspectives or points of view? Does 
this further imply that the wofk of Indian 
scholars on other cultures or their participa¬ 
tion in theoretical debates taking place in 
other cultures is not to be viewed as making 
a significant contribution to Indian 
sociology? Another moot question ^s why 
IS it that such' work has not received 
favourable attention in the field of sociology 
in India. A major reason is that western in¬ 
terest in India as an object of study has 
resulted in its great popularity among Indian 
scholars. Another reason is the view that the 
study of one’s own society is a somewhat 
easier proposition than that of another 
culture in terms of not having to learn a 
foreign language, familiarity with one's own 
culture, and so on.'" 

Western theoretical approaches and 
methods have nonetheless always had a cer¬ 
tain respectability in Indian sociology not 
withstanding atiempts at indigenisation or 
intellectual swaraj (by, for example, Uberoi 
11968], Uberoi [1974]. Of late, recent trends 
m structuialism, post-structuralism, the 
sociology of science, medical .sociology, 
feminist work, and other innovative 
thcotetical paradigms that have found 
popularity in the west have increasingly 
penetrated the research problematic in 
Indian sociology. This is especially true of 
particular institutions that have, over lime, 
acquired the reputation of being ’elite’ cen¬ 
tres of Indian sociology. The interest in 
western paradigms is however a result ol a 
greater awareness of recent developments in 
western thought and of a view that gives 
priority to the inclusion and u.se of such ap¬ 
proaches and methods over developing in¬ 
digenous ones. Moreover, an interest in such 
work bestows the sociologist with capital 
symbolic of a certain status emanating from 
the west but located in what s/he considers 
an increasingly modern, intellectually 
developed and ‘aware’ Indian sociology. It 
also lays grcatci emphasis on (he develop¬ 
ment and refinement of ideas as opposed to 
the analysis ol material emerging from 
fieldwork. This can result, in the foreseeable 
future, in the possible death of the fieldwork 
tradition emphasised by Srinivas and 
developed and perfected to a fine art by 
other senior practitioners of the discipline. 
This is bound to result in a major change 
in Indian sociology as it has been practised 
and developed so far. 

For all the variety of approaches and 
methods that constitute Indian sociology, it 
has nonetheless remained a largely ‘soft’ 


at a practical, societal leve) nor in con¬ 
tributing in any depth to theoretical 
developments in the discipline as a whole. 
If it is anything that Indian sociology is 
renowned for, it is for the study of Indian 
tradition popularised largely by the interest 
of western scholars. Iddian sociology has not 
yet made the kind of contribution to the 
discipline as a whole a.s, for example, Indian 
history has.*' There is space, therefore, for 
Indian sociology to come into its own as an 
autonomous discipline in the intellectual 
field in India. Until it does so, it remains a 
limited sociology dominated by, and depen¬ 
dent on, other disciplines and other fields 
in terms of both its substantive content as 
well as in its method. 

‘FiEi D’ Ot Sociology 

The most significant and unexplored 
aspect of sociology in India is the ‘field’ 
Itself—-considering the importance of the 
individual sociologist in establishing and 
developing particular departments, in attrac¬ 
ting students, in contributing to the 
discipline, in constructing an image of both 
the discipline and its future potential, in ef¬ 
fect, as an effective instrument for the mak¬ 
ing of sociology in India. Who are these 
individuals and what are (hey made of? 
What pcxiitions do they occupy? How do the 
different forms of capital they thus come to 
acquire affect the nature of the relations 
amongst themselves? W'hat constitutes 
power in the field and how is it bestowed on 
the individual sociologist or on a particular 
institution? How does sociology as a 
discipline in India define relations in the 
field and contrarily, how do these relations 
play a role in constructing different kinds 
of sociologies in India? These are only a few 
of the important questions to answer which 
we need rich and detailed material on in¬ 
dividual sociologists and their trajec- 
lories.^’ A more complete understanding of 
the ‘field’ of sociology in India can therefore 
be attempted when we have this material. 
This paper seeks only to lay the grounds for 
establishing the presence of the ‘field’ of 
stKiology in India in the most general terms. 

To begin with, the field in India is perhaps 
currently defined by the most important in¬ 
stitutions within the university field where 
the discipline is practised. These are those 
that are bestowed with power in terms of the 
capital,-' of the individual sociologists 
located tn them as well as of the research 
output of the university department con¬ 
cerned and Its national and/or international 
renown. Students at these departments are 
also assessed and they are viewed either as 
contributing to or reducing the academic 
and scientific capital the institution may ac¬ 
quire or already possess. These institutions 
are the repositories of power in the field 
of sociology in India and sociologists 
associated with them contribute both to the 
trends in sociology as well as to the further 
accumulation of capital thereby reproduc¬ 
ing the already existing capital. This is done 
through several different avenues. At the 
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K contidered thinkable or knowable in 
sociology It determined by such university 
departments through the medium of syllabus 
construction and reconstruction At another 
level, sociologists reproduce their 'academic 
power' through mainly two avenues their 
writings and their students Thus, publishing 
in a professional journal or with a 
prestigious publisher in India or abroad 
leads to the acquisition ol a certain capital 
and intellectual renown Recent trends in 
dicate that if one publishes in more popular 
journals such as The Illustrated Heekiv of 
India or national dailies, for example, Tht 
Times oj India, one reaches out to a wider 
audience and thereby acquiies greater 
renown in both academic and non academic 
circles This is turther accentuated if one 
comments on political affairs, current events, 
or environmental issues and other cui renily 
popular affaiis At the same time, one is 
reproducing the capital one has acquired 
through the institution to which one is af 
filiated This is evident in one's writings 
through the opinions expressed or ihe 
underlying ideological position, and quite 
simply, in the status one has acquired by sir 
tue of association with a particular univer 
sity department or institution 

Kepioducnon of the sociologist's academic 
capital through students is a inorc ingenious 
affair and probably not very dillercnt Ironi 
what IS the practice in other societies The 
mam point is to involve students in ones cur 
rent area of interest as well as rescaich it 
certainly helps if the sociologist has a good 
reputation vrs a \is other students and in the 
international academic market The latter is 
useful, from the student’s point ot view, for 
acquiring a loveted place in a university 
abtoad Apart from gaming students to 
work in moie or less one’s own research area 
ihe sociologist also acquires student loyalty, 
a much prized form of capital, which is not 
easily available to all sociologists but con 
stitutes a special bond between a particular 
teacher and student As Bourdieu puts it 
most succinctly, the teacher or rescaich 
supervisor “is the chosen one rather than the 
chooser, and the value ot his pupils, who, 
although they are not exactly his disciples, 
iioneihcless grant him a form of intellectual 
recognition, helps to create his value—as he 
helps to create theirs” (1988 94) ,rhe stu 
dent then is the perfect avenue through 
whom academic capital can be repriKluced 
Once a student is associated with a par 
ticular teacher for purposes of research the 
teacher has considerable power over the stu 
dent's academic life av well as later place 
ment m an appropriate position in the 
university or an affiliated institution Ihis 
IS one form of ‘academic power' the sckio 
logist exerctses especially if s/he holds a 
university position 

Academic power is also exercised by 
sociologists in relation to one another This 
IS primarily a result of the social and mtellec 
tual status attached to a particular 
sociological approach or area ol research 
over others Ihus, sociologists who adhere 


10 a currently popular theoretical •and 
methodological approach arc somehow cn 
dowed with greater power This power is real¬ 
ly ‘symbolic powei’ of a kind, i c, symbolic 
of an intellectually superioi way ol think 
ing and analysis And ii is ‘misrecogmsed’ 
as such which gives it the reality and 
legitimacy it need not necessarily possess in 
actual laci although it is perceived as doing 
so Be that as ii may, this power endows 
the individual with a certain iiitclleciual 
authority, ‘scientilic credibilitv’ as Bourdieu 
would put It, and thereby superlonts, in the 
field By virtue of this authority, the in 
dividual acquires a greater student lollovsiiu' 
•iiid IS therefore able to in laci reproduce his 
01 hei academic capital at a faster pace 
Relations \isa\is colleagues hovvesei 
need noi neccssai ils be as cotdial, they mas 
not readiis accept or re'eognisc the in 
dividual's iiiielicciiial position nor the 
capital associated with it liiiclicclual 
dillcrcnces apait there is no doubt that a 
strong sense ol personal competition, that 
often overshadow, mtelleciual judgment 
prcvailc in the academic field Ihus a pai 
ticular sociologist’s work may be dcridccl on 
grounds ol 'ubscribmg to popular ap 
proaches or simply ot being avani gaide and 
not adequately lelated to the Indian social 
icalily Another sociologist’s work could be 
condemned lor its lack ot theoiciical 
sophistication and an undue lelianic on 
material data Such criticisms, and others 
ot then kind, only icficxt the intellectual 
bieadih, rather, lack ol it, of the ciiiics and 
also help explain tht nature of the field ot 
sociology in India which is sc dominated bv 
a lack of understanding and, iheictorc ap 
pieciaiion of another view, as if there could 
be a single sociological ga/e rooted in a 
harmonious space and perfect timi 
In the uliiinaic analysis, the one who is 
'successful' IS the one who is able to catvc 
out an independent niche and establish his 
01 hci somewhat superior position in ihc 
field notwithstanding the dcrogaioiy or 
tongue in check comments of others Such 
an individual then ‘commands respect’ at 
both the local and international levels 
Apart from academic power, relations in 
ihc field are also defined bv one’s position 
or lack ot It, in the Meld of ‘administrative 
power’ and more importantly, in the closely 
linked Meld ol ‘bureaucratic powei wiihin 
the political Meld Administrative power is 
associated with membership ol various com 
miiiees or bodies that control, tor example 
syllabus construction, examinations, taiulty 
appointments, and so on This power is 
bestowed on an individual for only a penud 
of three years (at least in Delhi University) 
when the scniormost professor (by rotation) 
assumes headship ot the department Of all 
the areas in which power can be exercised, 
facults appomiments is probably the most 
crucial as other department members have 
serme role to play in perhaps every other area 
except tins It is indeed a rare occasion when 
a head is truly concerned about the genuine 
requirements ol the department concerned 
and the merits ot the candidates It is here 


then that the exeTdee of wlimkiiitnitlwt 
power reflects the true nature of relations 
in the field A candidate would usually be 
selected on the basts of his or her ideological 
leanings and research interests depending on 
how closely these tie in with those of the 
head and the faction of other agents s/he 
mav represent There is also the tendency for 
each department to reproduce its collective 
academic cajntal by appointing its own 
students to faculty positions thus ensuring 
a certain continuity, and thereby stability, in 
Its academic production and reproduction 
There are however certain constraints that 
accompany administrative power, most 
notably, a loss in the enhancement of one's 
aiademic capital due to the pressure ot time 
Occupied bv administraiive work Hence, ad¬ 
ministrative power that goes with a certain 
position III the field has a somewhat dubious 
uisiinction It IS both sought after, by 
younger agents in the Meld, and rejected, by 
older practitioners of the discipline who may 
have catlier had the privilege of occupying 
jHisitiuiis entailing administrative powei 
Adniinisirai ive power is also bestowed on 
ihc sociologist who IS a member or chair 
pcison ol a high powered University tom 
iniiiec ot government research organisation 
such as the Indian t oiincil ol Social Science 
Research Ihe latter, in particular empowers 
Ihe indiv idual to focus national attention on 
pailKiilar lesearch problems over others, 
deicnnine the allocation ol research pioiects 
and giants and thietugh tlieexeicisc ol such 
pinver enlunee his oi hei capital ot politK al 
powei Such an individual thus possesses 
not only aeademie capital and iniellcetual 
renown iliai perhaps was mvirumcntal in 
bestowing administraiive power on him or 
her bul also a position ol prestige in the 
w idet political and hureaiie laiic arena I his 
position enables ihe meumbeni lo establish 
relations with persons in positions of 
jvolitical power and thetebv use their 
pationage tor the development of the 
discipliiK and also for the further enhance 
mem ot his or her own capital 
Nolwithsiandmg the benefits, both per 
sonal and for the discipline, accruing from 
such peswci, the academic and intellectual hie 
of the sociologist survives or thrives, depeii 
ding on which wav one chooses to look at 
the problem, on academic power combined 
with ‘scicniilic prestige’ and also ‘scientific 
power’ Disitnciions and awards like the Asia 
Sevciety medal or (he Ohuryc award confer 
an element of 'scieniific prestige’ on the reci 
pient as do translations of publications into 
othei national and international languages 
Invitations lo deliver keynote addresses at 
international conferences are another in 
dicator ot scientific prestige Similarly, 
‘scientific power’ is linked to the individual’s 
academic powei ’ and implies the ability to 
acquir projects from indigenous sources 
such as the Indian Council of Social Science 
Research, and from international bodies 
such as the Ford Foundation or the Inter¬ 
national Development Research Council 
While such projects may indeed enhance the 
scientific prestige of the sociologist, this is 
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ttOt iKcetstrily the vtew of the academic 
community u forge who may in fact con* 
(ider this yet another ‘racket’ and means of 
acquiring a grant and positions for on^s 
students and cronies. 

Clearly, sociologists associated with* the 
*elite’ centres where sociology is practised 
would be the most likely to hold and exer¬ 
cise these different forms of power. The Held 
of sociology in India then is defined, shaped, 
and determined largeiy-by these elite centres 
where in fact most of the academic produc¬ 
tion and reproduction is taking place. Other 
centres and sociologists remain more or less 
outside what is therefore considered 
‘mainstream’ sociology iir India. This con¬ 
stitutes the first major division in the field; 
between the ‘elite’ and other centres of 
sociology as well as between the sociologists 
practising within them. The second division, 
as we have seen, occurs on the basis of one's 
ideological position, and more importantly, 
on the kind of sociology one practises. It 
follows that this creates a further division 
in the student community who choose a par¬ 
ticular teacher and thereby a research pro¬ 
blem, thus identifying themselves with the 
kind of sociology that is practised by their 
mentor. Finally, there is a division between 
those sociologists who arc viewed as only 
possessing academic capital and intellectual 
renown and are not particularly interested 
in the trappings of administrative or scien¬ 
tific power and those who ir.'el in the power 
that accrues from administrative positions 
and international networks in addition'to 
their already existing academic capital. The 
latter tend to be viewed as ‘racketeers* and 
'operators* engaged more in the furtherance 
of their personal careers and particular pro¬ 
jects'rather than a devotion to the develop¬ 
ment of the discipline as a whole. The strug¬ 
gle then is to somehow have an unsullied 
reputation and yet partake of the fruits of 
‘racketeering’, as it were. 

There is no doubt that we can identity and 
establish the presence of the ‘field’ of 
sociology in India characterised as it‘is by 
various divisions and struggles for positions. 
1 here is scope yet, however, to provide a 
detailed analysis of the field in terms of the 
individuals, the institutions, and the 
manifold relations that constitute the field. 


Notes 

1 There is no doubt that the theoretical 
perspective on which this paper is based is 

. informed largely by the work of Pierre 
Bourdieu. 1 am indebted to him for the 
; many insights he has both explicitly and im¬ 
plicitly provided. However, Bourdieu is in 
no way responsible for the interpretations 
and analyses contained in this paper. 

2 See Thapan [1986] and Thapan (1988a}. 

3 Bourdieu sug^s that “the sociologist who 
chooses to study his own world m its nearest 
and most familiar aspects should not, as the 
ethnologist would, domesticate the exotic, 
but .. .exoticise the domestic, through a 
break with his initial relation of intimacy 
with modes of life and thought which 
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lemain opaque to hiih becaaie they are too 
familiar” (1988: xi]. 

4 There is also the view of sociology as a‘pro- 
fessitm'. I do not however find this a par¬ 
ticularly useful concept for analysis here. 

3 I am using the term ^pital’ in relation to 
the ‘field’ as it is used by Bourdieu; “The 
forces that are active in the field .. .are 
those which define the specific capital. A 
capital doe.v not exist and function but in 
relation to a field; it confers power over the 
field, over the materialised or embodied 
instruments of production or reproduction 
whose distribution constitutes the very 
structure of the field, and over the regula¬ 
rities and the rules which define the ordi¬ 
nary functioning of the field, and thereby 
over the profits engendered in this field" 
[1989b: 30], i-br an analysis of the different 
forms of capital in relation to the intellectual 
field in France, see Bourdieu (1988: 73-127). 

6 Position-takings refer to the “structured 
system of practices and expressions of 
agents” [Bourdieu 1989b: 32] within the 
field. 

7 It is not however possible to cover the ground 
adequately in a single paper and a larger 
work on the theme is under preparation. 

8 Jain has also pointed out that the distinc¬ 
tion between the two disciplines *711 the level 
of theory and method is atremeiy tenuous” 
[1985:1], In an early paper, Srinivas [l9S2a] 
recommends the ‘union’ of social anthro¬ 
pology and sociology under the heading of 
"comparative sociology” [l9S2a: 36). 

9 This is not to deny the existence of a milieu 
or tradition that facilitated interest in social 
and cultural problems. Dube (1977] has 
commented on this aspect by emphasising 
the existence of various texts that recorded 
social customs and cultural mores in ancient 
India. 

10 Kopf |1%9| describes the development of 
Calcutta in the early nineteenth century as 
a city where the ‘intellectual awakening of 
the Calcutta intelligentsia’ was taking place, 
a condition necessary for the ‘transforma- 
iion ol a tradnional society’ [see Kopf 1969; 
178 If] 

11 For a review of Macaulay's imperialist views 
on the role of a Furopean education in the 
‘civilisation’ ol ihe iialivcs, see Kopf 11%9- 
236 ff] 

12 See Srinivas ami Panini [1973] tor a more 
exhaustive review of the development of 
sociology as a disiipline in India. See also 
Sabcrwal |I983J 

13 However, among ihe social sciences, 
sociology was given a lower rating lhan 
other disciplines due to Ihe somewhat amor¬ 
phous naiuie of the discipline and its 
dependence on western, inosi notably 
Briiisli and later American, conceptions of 
what consiiiuted the nature and method of 
sociology. Srinivas and Panini |i973| also 
make a similar point in theii discussion of 
the deselopment of sociology in India 

14 See Thapan 11988b| for a more detailed 
critique of this approach and its repeicus- 
sions for Indian sociology. 

15 Sec Srinivas and Panini [1973] and Joshi 
[1986] lor more details on Mukherjee's con¬ 
tribution 10 the development of Indian 
sociology. I am not discussing any details 
regarding specific contributions by differeiii 
sociologists in this paper. 

16 This journal svas slatted by Ghurye. who 
also founded its parent-body, Ihe Indian 
Sociological Soc'ieiy, in I9S2. 

17 This IS evidcni, for example, in the kinds 
of options that may be offered by a par¬ 
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ticular depaitmeai«the Masters’ level and 
the courses and options asmilable at the 
M Phil level. 

18 Beieille has been a notable exception among 
Indian sociologisis who studied a village in 
Tanjore district in Tamil Nadu and learnt 
a language (Tamil) other than his native 
tongue for purposes of conducting field 
work. See Beteille [1965]. 

19 A major contribution of modern Indian 
history has been Ihe Subaltern Studies (see 
Ranajit Cuba 1982-87]. 

20 The author is in the process of collecting 
such data through interviews, biographies, 
autobiographical material, obituaries and 
other sources. 

21 Capital here refers to all forms of capiut 
that influence the field, such as, social 
origins, educational capital, ’academic' 
capiuil, ‘scientific piestig^ and ‘imellectual 
reno%n’. among other forms. 

22 ‘Academic power' here refers to an in¬ 
dividual’s position on a partkuiar faculty 
or in a department primarily in terms of 
seniority. It also implies the possession of 
a certain 'academic capital', by virtue of 
which this power is bestowed on him or her, 
in terms of publications, pedagogic com¬ 
munication, participation in national and 
international seminan> and conferences and 
so on. Both the spoken and the written word 
are therefore important in the constitution 
of an individual’s academic capital. 

23 Thi.s IS true of not only sociologisis but 
other agents in the intellectual field who are 
increasingly publishing their views ir popular 
journals, a recent illustration being an in¬ 
dividual not only of intellectual renown but 
also currently holding the highest position 
in ihc field of university power, viz, the vice- 
chancxllor of Delhi University, writing in 
The Times of India on some of the 
theoretical connotations of his position in 
the university [see Baxi 1990]. 

24 Bourdieu argues that “the exercise of 
academic power presupposes the aptitude 
and the propensity ... to exploit the i^ipor- 
tunities offered by the field”, i <; the ^capaci¬ 
ty' to have students, to help place them and 
keep them in a position of dependengr and 
thus ensure what Bourdieu refen to as the 
basis of a durable posver’ [1988:88]. This 
plies “the art of manipulating other peo¬ 
ple’s .career rhythm, their curricidUih 
vitae, to accderaie or defer achievemeiiu ai 
different as success in competitive oounbia- 
iions, obtaining the doctorate; publiihing 
articles or books, appointment to univer- 
siiy posts, etc” (Bouidieu 1M8: 88], 

25 Following Bourdieu, symbolic power is “the 
power to constitute the given ^ itatittf it. 
to create appearances and beli^' and “b 
only effective if u is recognistdws legithnaie 
(that is to say, if it is not recognistd as ar¬ 
bitrary)” (Bourdieu 1977:17]. 
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(Rs In lacs) 
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40.00 
1500.00' 


851.02 

,09 
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'C Prcfctence Shares of Rs.lOO each 


850.9.5 
40 00 
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Management structure of the 
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2 ) 
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4) 

5) 
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■) 
8 ) 
91 
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structure of Indian Economy 

As Seen from CSO’s Input*Output Tables 

V V Divatia 

This article seeks to present the basic framework of the input-output tables in the Central Statistical Organisa¬ 
tion’s Input-Output Transaction Tables/or the Indian economy, examine some aspects of the framework as also 
the data and make some suggestions with a view to improving the utility of this very powerful tool for analysing 
the structure of the economy. 


CENTRAL STATISTICAL ORGANISA¬ 
TION (CSO) has brought out Inpui-Outpui 
Transaclion Tables 19SS-84, (lOTT), for the 
Indian economy, the publication itself being 
dated 1990, and the preface, September 1990. 
The publication is in continuation of the 
previous such issues for earlier years lOTT, 
1968-69 was published in 1978; for 1973-74 
in 1981, and foi 1978-79 in 1989. The 
1968-69 lOTT was prepared jointly with the 
Planning Commis.sion but thereafter singly 
by the CSO. The 1990 issue carries three 
chapters, tour appendices and seven matrices 
and all taken together, the data given in the 
publication is cxta’inely iisctui for the study 
of the structure of the Indian economy for 
the stated years and changes in the structural 
parameters ovei the span of 15 years 
although the data arc not available m the 
form of a conlinuous iimc stTies. It would 
indeed be too much to expect such a series 
and secondly at least over a s> ''rt span of 
time period the structural paramelers are not 
expected to change much. The introductory 
chapter explains the basic approach adopted 
foi issues such as the scheme for sectoral 
classification, valuation ot transactions, 
balancing, etc. Chapter 2 explains the 
nicthodologv followed in estimating and 
allocating the secioral injuits and outputs as 
also the method lollowed for the generation 
of various components ot final demand and 
indirect taxes, ('hapter 3 carries a brief 
analysis ot the lOTT, 1983-84 along with 
comparisons with the lOT I results for the 
stated previous years. We shall refer to the 
various relevant appendices and matrices in 
the course of our discussion of the lOTT, 
1983-84. It may be mentioned however that 
the mathematical ireatment for the construc¬ 
tion ol the ion IS a useful addition to the 
previous publication for lOTT, W78-79. 

The lOTT is based on 115-sector classi¬ 
fication both for industries and their 
characteristic products, called commodities. 
For the publication, however, the number of 
sectors is reduced to 60 through consolida¬ 
tion of sector data. In the series of seven 
matrices, matrix I, the Absorption matrix, 
and matrix 2, the Make matrix, are the basic 
ones. Others arc derived from these two. The 
first one is a commodity x industry matrix, 
commodities being recorded along the rows 
and the industries and final uses down the 
columns. Structurally, entries along a given 
row represent inputs into different industries 
and final uses and down the column, entries 
represent the material consumption of com¬ 


modities. When inputs are aggregated for a 
given industry, wc get the total material con¬ 
sumption in the row 61. Since all these in¬ 
puts arc valued at pioducer’s cost, indirect 
taxes paid on these inputs arc aggregated in 
row 62 so that along with material inputs 
at producer prices we have the figure at pur¬ 
chase price which no doubt the industries 
pay lor their inputs. T hey also pay for trade 
and transport chaiges over and above in¬ 
direct taxes but these, after .segregation, are 
shown as service inputs against the relevant 
commodity rows. The last row. No 64, gives 
the total outputs of the 60 industries and 
their aggregate total and the aggregates ol 
final use components. T he components of 
final use are; (1) private final consumption 
expenditure (PK'L), (2) government final 
consumption expenditure (OFCE), (3) gross 
fixed capital formation (GFCF), (4)change 
in socks (CIS), (5) exports (EXP) and (6) im¬ 
ports as a deduct entry. Wc shall dwell on 
this last componeni, imports, at some length 
later on. The Iasi column yields total out¬ 
put ot each ol the 60 commodity sectors and 
below that the grand totals of commodity 
outputs, total indirect taxes, and total GVA. 
Since each mdusiry sector may produce 
more than its mam commodity, it is not 
neccssai y that the same industry and com¬ 
modity sector totals tally The Make matrix 
(matrix 2), on the othci hand, is an output 
related industry > commodity matrix, in 
which a row (i c, industry) shows commodity 
outputs ol Its coiresponding industry. Thus, 
for instance, cotton textiles industry (row 16) 
gives figures ol commodities produced by 
4 as one reads them along this row. Read 
down the column, we get figures for a given 
coinmodiiy produced by dilTerent indusiries 
Matrix 3 is nothing but inpiit-outpul matrix 
of coefficients expressed in terms ol propor¬ 
tions of each clemcni or cell of the innei 61 
X 61 matrix lo the total column (i e, lotal 
gross output). It IS derived from matrix I. 
The total of all the cocfticients for each 
industry (i e, column) is taken in row 61 and 
this gives the proportion of all inputs at pio- 
diicer’s price to the cor.esfiondihg gross out¬ 
put for each column. What remains then is 
the balance in the shape of the sum of pro¬ 
portions ot indirect taxes and GVA. These 
residuals are not given in matrix 3 Matrix 
4 and 5 are based on the Make matrix. No 
4 is called the Product matrix which shows 
coefficients in terms of proportions of 
elemental output to the total output of 
its respective industry. Thus for a given in¬ 


dustry sector, these figures show the propor¬ 
tions in which diflerent commodities are 
produced by this industry. Hence the name 
Product Mix matrix. No 5 matrix on the 
other hand presents figures in terms of pro¬ 
portions of elemental cell figures to their 
respective commodity sector output, in¬ 
dicating how a commodity’s output is made 
up from different industries. This matrix is 
designated as the Market Share matrix. 
Matrix 6 IS a commodity x commodity 
matrix derived through the use of matrix 
algebra from the foregoing other matrices. 
This one is similar to the Absorption matrix 
in Its structure except that instead of a com¬ 
modity X industry matrix we have a com¬ 
modity X commodity matrix. The last one 
provides us with the Lcontief inverse matrix 
for the commodity x commodity matrix. 

This somewhat elaborate introduction 
seems necessary in order to make the write¬ 
up to follow moie meaningful. We may also 
have to further explain certain features of 
the lOT 1 as we go along. The data sources, 
the methodology adopted to construct the 
two basic matrices, and the matrix algebra 
used in setting up associated matrices have 
all been explained succinctly in the Report 
on IGIT. 1983-84 in chapters I and 2, and 
Appendices 1 and 11. Appendix III describes 
cominodiiy/industry specifications for the 
I IS sectors and Appendix IV explains the ag¬ 
gregations to evolve the 60-sector classifica¬ 
tion. It IS not possible to reproduce all the 
above matrices here, but prototype matrices 
for condcn.sed classification by primary, 
secondary, etc, sectors are inserted instead. 
Matrices m A series are worked out from the 
Absorption matrix and the proportions of 
elements to total output of commodities and 
to total industry sectors—primary, secon¬ 
dary, etc. Matrices in B series are based on 
modified matrix A. The C scries matrices 
are tor Make matrix on similar lines. 

Asaltses and Comments 

Chapter 3 of the lOTT, 1983-84 gives a 
briel analysis of the input-output transac¬ 
tions. Comparative figures for earlier years 
l%8-69,1973-74, and 1978-79 are also given 
in the condensed Tables 3.1—3.6. it has been 
noted that the sector classification of 
1978-79 IS slightly different from that of 
1973-74 but that for 1978-79 and 1983-84 it 
is exactly the same. The slight difference is 
due to the fact that ’aircraft* is now included 
in sector 44. mi.scelianeous manufacturing. 
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whereas earlier it was in sector 43, other 
transport equipment Further, it has been 
claimed that the coverage oi the economy 
in the iOTls is consistent with the National 
Accounts Statistics (NAS) Hence both sets 
of aggregates should be comparable Before 
going into the details ot the mtei-industry 
relationships and final expenditure patterns, 
let us examine the comparability of the lOIT 
and NAS figures We first note the follow 
mg macro relationship 

Tout Resources 

I Gross value al markei price + 2 ImiKUls 

Final -expenditure 
3 PCFE + 4 GFCE 
5 GFCE + 6 CIS 
7 Exports 

Or briefly stated, total lesuurces equal total 
expenditure, both at niaikel price lor 
1983-84, figures in Rs crorc are as follows 
according to both sources 



ion 

NAS 1990 

GVA at fc 

1 8S.8I1 

1,85,991 

Ind Tax 

20,866 

20 866 

Imports 

I7,67S 

17,675 

Tbtal 

2,24.356 

2,24,512 

PCFE 

1,45,999 

1,46,084 

GFCE 

21,141 

2t,l4l 

GFCF 

38,120 

19.991 

CIS 

5,857 

6,081 

EXP 

13,119 

11,139 

Tbtal 

2,24.156 

2.26,438 

While official figures such as indirect taxes, 
imports, and exports completely tally, those 

fOf OVA, PCTL, 

and CiFCL. match at 

Rs ‘(XX) croie level, and the capital forma 
lion components GFC F and CIS show some 

higher differences 

However, 

even in the 

NAS, 1990 (Statement 7, pp 22 21), Gross 
Capital Formation figure differs from the 
sum total of GFCF and CIS by Rs 3,117 
crore Hence some differences between the 
figures of lOTT and NAS may be expected 
to some extent even when ‘complete con 
usiency’ is claimed The differences appeal 
to be much more glaring for 1978 79 lOI I 
as can be seen from the following aggregates 


lOTI 

NAS 1989 

DOP at tc 

88,871 

93,880 

PFC( 

70,199 

75.242 

orcF 

9,526 

9,722 

GFCF 

17,098 

18,876 

CIS 

2,691 

4,142 

ind lax 

14,297 

10,310 


Since lOTT, 1978-79 was published m 
1989, It may be presumed that figures therein 
are based on the revised concepts, metho 
dology and sources and since ‘manual balan 
cmg’ IS done to balance the lOTT entries for 
ultimate internal consistency, it must base 
also received CSO's attention lor achieving 
consistency wr-a-vis NAS figures In any 
case, some reasonable measure of consis 
tenev IS desirable between the main ag¬ 


gregates or both the sources. 

Chapter 3 of the lOriT, 1983-84 gives 
comparative figures in its Ibbies 3 1,3.2,3.4 
and 3 6 for all the four years for which 
ICJrPi are constructed Presumably, however, 
for 1968-69 and 1973 74, lOTTs are not 
based on the figures of the revised senes and 
to that extent, comparisons may be affected, 
paiticiilarly because the latest revisions are 
quite substantial m certain directions, certain 
sectors and for certain aggregates This has 
been recognised by the CSO itsell I imita 
tioiis arising out ot these vaiious consideia 
tions may therefoie be Kept in siew while 
dwelling on the tempoial changes 

I he main advantages of having lOTTs are 
three-fold One, they provide a framework 
lor studying inlet relationships among in 
dustries as well as their disinbuiional 
patterns and levels as between the inputs and 
final demand coniponenis Secondly, they 
afford us a powcitui apparatus lor at least 
short teim pioieciions, given certain con 
stanc 7 conditions I hirdly, they also enable 
us to visualise in quaiititv oi value terms the 
effects of making changes in oik ot the 
figures on otheis in the lOI I Apart from 
providing the iiguies as a framc'woik the 
lOTT Report di ts not give any examples of 
various other exeicises which need lo be 
carried out to throw light on the other two 


aspecu or the utility or the tuiii. Nor ooec 
one see much concrete evidence of such ex¬ 
ercises having been earned out for planning 
and other purposes, at least in recent years. 
It would indeed add to our knowledge if 
such exercises arc earned out and results 
published or if they arc being already carried 
out, make them available for wider 
dissemination 

Analysis presented m Chapter 3 is throi^h 
highly summaiised versions of the mdin 
matrices Tables 3 I and 3 2 summarise the 
transactions for two sectors—commodities 
and services The formc'r comprises primary 
and the secondary sectors and the latter, the 
leitiary sector In passing one may point out 
that lOT I Report (p IS) categorically states 
that ‘ ihe tertiary sector includes construc¬ 
tion, elpclricitv, gas, water supply ” T here 
IS 110 wav m which one can considci these 
activities as part of the tertiary sector It is 
therefore a relief to find that in the table* 
these activities are in fact included in the 
secondaiy sectoi, in the above tables, m the 
commodities sector 

Table 3 I for 198T-84 shows that com¬ 
modities utilise 40 T per cent of its own com¬ 
modity output foi intermediate consump 
turn and that this pcicentagc incicased fiom 
TT 6 in 1968 69 to 14 5 iii 1971 74 and 19 in 
1978 79 indicating an increasing trend ft is 


Tmiii 41 4bsori’iios Maikix 


(Rv trore) 


Commoditv/lndusirs 

P 

S 

IK 

Olft 

PAD 

total 

loial 

loial 


1 


1 

4 

s 

II Use 
6 

1 lISl 

7 

Output 

8 


“ - — 

— 

- 

— 

- 

— 


_ 

1 Primary (P) 

16792 

21468 

2182 

108 


42810 

57911 

l(X|72t 

2 Secondaiv (S) 

8081 

51t)01 

8661 

t912 


71279 

■'4170 

147449 

1 Traiis^commu and 
iradc(T R) 

3416 

15789 

■’195 

1241 


:7m 1 

29(KX) 

56M1 

4 Other scrsites (OTH) 

786 

589fi 

4048 

Ul« 


12145 

28101 

40246 

5 Pub admi and del 
(PAD) 

6 Total input 

29075 

%‘'5t. 

22288 

’•’58 


0 

155877 

9218 

198422 

9218 

154299 

7 Net indirect taxes 

775 

10901 

1814 

045 


12607 

8259 

20866 

8 C truss value added 
(OVA) 

72552 

44548 

12794 

26683 

9218 

185815 


185815 

9 Total output 

100852 

isaao" 

50916 

35086 

9218 

154299 

206681 


Note Coiiesponds to Tabic 11 of 101 T Repori 


TaBLI A2 ABSOKIMUIN M MRIX 
(Pei {. cm to Row totals) 


( ommodity Induslry 

P 

S 

IK 

OTh 

PAD 

foial 

II Use 

loul 

1 use 

Total 

Output 

- - - 

1 


1 

4 

5 


7 

8 

1 Primal V (P) 

16 67 

23 10 

216 

1117 

000 

42 5(1 

57 50 

10000 

2 SccondaivfS) 

3 Trans. ( oniiim and 

5 48 

15 (XI 

5 88 

3 3a 

I) (X) 

49 70 

5() 30 

KXXX) 

trade! 1R) 

6 01 

27 87 

12 70 

2 19 

0(X) 

48 80 

5) 20 

KXXX) 

4 Other services (OFH) 

5 Pub admi and del 

1 95 

14 6V 

1006 

3 32 

0 (Kl 

3018 

69 82 

100 00 

(PAD) 

000 

0(X) 

000 

i)(K) 

0 (XI 

000 

100 (XI 

l(X)00 

6 Total input 

8 21 

2711 

6 29 

2 . ' 

OtX) 

44 (XI 

56 00 

100 00 

7 Net indirect taxes 

8 (iross value added 

171 

52 25 

8 79 

3 0VI 

0 00 

60 42 

39 58 

100 00 

(OVA) 

19 05 

2197 

17 65 

14 36 

4 97 

100 00 

0(X) 

10000 

9 Total output 

28 47 

42% 

16 06 

990 

2 61 

KXXX) 

58 34 


Note Corresponds to Table 11 of lOTF Report with sectors changed 
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trend madnty because of the compactness of 
the sector. Part of the reason could be 
change in the output in favour of the secon¬ 
dary sector wiihin the commodities sector, 
which naturally consumes proportionately 
more material inputs than the primary 
sector. Reference to Table 3.5 in fact brings 
out this change to some extent. Thus for 
1983-84 the primary sector used up 16.7 pet 
cent of Its own output'and 8 per cent from 
the secondary sector as material inputs, i c, 
24.7 per cent of the commodity sector, 
whereas secondary sector used 15.4 per cent 
of its own output from the primary sector 
and 33.9 per cent from itls own sector; i e, 
49.3 per cent of its output as inputs into the 
commodity production. And although the 
percentages of values of inputs flowing from 
the commodity sector to the primary and the 
secondary sectors have not increased over the 
years, the overall relative shift in the output 
in favour of secondary sector makes for the 
observed increasing trend seen in fable 3 I. 
Table 3.4 also shows that while 39.2 per cent 
ol the total primary sector cominodit) out¬ 
put used as intermediate inputs (ilUSL) 
flows mto the primary sector industries and 
as much as 54.8 per cent into the secondary 
sector, only II per cent of the total secondary 
sector commodities is used up as inputs go 
into the primary sector industries and as 
much as 70.4 pet cent mto its own indusiiy 
sa’tor All this combined probablv makes up 
for a rising trend observed in Table 3.1. A 


wwnu tsastue ui (ij[iiies HI tmim a.i •* mum. 

the percentage for service sector inputs into 
commodity sectors is also substantial, being 
24.4 per cent for 1983-84 as compared to 
only 13.1 per cent of total service sector 
output. This is understandable since produc¬ 
tion processes depend a gnat deal more on 
trade, transport, communication and other 
services including finance, insurance, etc. 

It is obvious that percentages of input 
flows will vary with the level and type of 
sector classifications adopted according to 
the purposes in view. However, the overall 
percentage of all inputs as intermediate 
consumption—whatever the sectoring—to 
the aggregate of all industry sectors must of 
necessity remain the same. This percentage 
was 44 for 1983-84, and has also shown a 
steadily increasing tendency over the 
previous lOTT years, from 36.8 per cent in 
1968-69. The same figures therefore appear 
in Tables 3.2, and 3.5. Correspondingly, the 
share of final uses has shown a decline to 
56 per cent from 63.2 in 1968-69. Item 4 on 
indirect taxes brings out their increased share 
ot 48 5 per cent from 37.2 in l%8-69 and 
a declining share m both the services sector 
and final uses (1983-84 showing some rise). 
OVA has also tended to decline in relative 
terms as against increasing share of services 
sector industries. Table 3.2 yields more or 
le»s the same pattern when the figures are 
Lonsidered m terms of inputs as percentages 
of each sector As for indirect taxes on the 
inputs, commodity industry sector takes up 
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and indicates increased proportion as com¬ 
pared to first two years of the iOTlk. For 
the service industries, the penrentages are 
much less at 2.4 per cent for 1983-84 and 
3.6 per cent for 19M-69. Final uses account 
for 3.7 to 4 per cent of their aggregate vahie. 
GVA as percentage of the respective outputs 
has declined for both the sectors. Unless the 
declines noticed in Tables 3.2 and 3.5 and 
those observed in the previous paragraph are 
due to structural changes such that they take 
up higher proportions of their outputs as 
intermediate consumption more attention 
would need to be paid to such declines in 
GVA lest we have an economy operating on 
more inefficient use of domestic resources. 
The question why there is such decline in all 
the sectors—primary, secondary, trade and 
transport (refer Table 3.5 of lOTTf-^other 
trade’ sector only showing contrary trend, 
anci why overall, GVA to output ratio has 
declined from 60.3 to 52.4 per cent seems 
to need more in-depth analysis. 

Matrix 3, as mentioned earlier, gives co¬ 
efficients of commodity inputs expressed as 
fractions of the total output of each in¬ 
dustry. It is difficuit to go through the matrix 
industry by industry but we may try to bring 
into focus some basic aspects, in the 
agriculture and allied industry field (sectors 
I to 7), we notice that the highest fraction 
for total input (row 61) is in the animal 
husbandry sector (No 5), its value being 
0.508(M5, meaning over 50 per cent of its 
value of total output is taken up by inputs. 
This is largely because feed costs for 
animals, particularly pigs and Sultry, are 
relatively heavy and make for a high cost in¬ 
dustry. At the other end, forestry and logg¬ 
ing and lishing (sectors 6 and 7) have the 
lowest total input coefficients. They are the 
lowest among all the cocfficienis. it is in¬ 
teresting to note that in agriculture proper, 
coefficients for total inputs are higher for 
food crops (No 1), than for cash crops (No 
2), plantation crops (No 3), and other crops, 
the respective values being 0.305314,0.22481, 
0.139917. and 0.148750. Presumably this is 
related to the relatively higher ex-farm final 
prices which crops other than food crops 
fetch in the market. In the mines and 
minerals sectors (Nos 8-11), ‘crude 
petroleum, natural gas’ (No 9) has the lowest 
coclfictcni, indicating high GVA proportion. 
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Commodity/Indusirs 

P 

1 

H 

2 

IK 

.t 

Dili 

4 

PAD 

5 

1()lal 

II Use 
6 

Total 

Fuse 

7 

Total 

Output 

8 

1 Primal y (P) 

ln6S 

15.42 

4 19 

0.48 

O.IX) 

12 08 

28 02 

28.43 

2 Secondary(S) 

3 Irans, cummu and 

8.01 

3190 

15.22 

14.06 

000 

20 68 

35.89 

41.62 

irade(1R) 

3 39 

10 37 

12.64 

3.54 

00(1 

7.80 

14.03 

15.99 

4 Other services (OTH) 

5 Pub admi and del' 

0 78 

3.87 

7 11 

4.03 

0.00 

.3 43 

13.60 

11.36 

(PAD) 

- 


__ 

— 

— 

— 

4.47 

2.61 

6 Total input 

28.83 

63.57 

.39.16 

22.11 

ooo 

44 00 

%.00 

100.00 

7 Net'indirect taxes 

8 Gross \alue added 

0.77 

7.16 

3.’: 

1.84 

0.00 

3.56 

4.00 

5 89 

(OVA) 

71.94 

29,27 

57 62 

76 05 

100 00 

52.45 

0.00 

52 45 

9 Total output 

100.00 

lOO.tX) 

100 00 

100.00 

100.00 

IIXI.OO 

100.00 



Note. Corresponds to Table 3.5 of lOPT Report. 
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(Rs Cfwi^ 


Cqmmodity/lndustry 

P 

S 

TR 

OTH 

PAD 

Total 


Ibtal 

Less 

Ibtal 







II Use 


Fuse 

Imports 

Outputs 


1 

2 

3 

4 

5 

6 

nni 

8 

9 

10 

1 Primary (P) 

16792 

23468 

2382 

168 


42810 

62978 

105788 

5065 

100723 

2 Sec(>ndary(S) 

8081 

SI603 

8663 

4932 


73279 

83506 

158785 

11336 

147449 

3 Trans, commu and trade (TR) 

3416 

15789 

7195 

1243 


27643 

29866 

57509 

866 

S6M3 

4 Other services (OTH) 

786 

5896 

4048 

1415 


12I4S 

28509 

40654 

408 

40246 

5 Pub administration (PAD) 

— 

— 

— 

— 


0 

9238 

9238 

— 

9238 

6 Total input 

29075 

96756 

22288 

7758 


155877 

216097 

371974 

17675 

354299 

7 Net indirect taxes 

-775 

10903 

1834 

645 


12607 

8259 

20866 

— 

20866 

8 Cross value added (GVA) 

nisi 

44548 

32794 

26683 

9238 

I858IS 





9 Total output 

100852 

152207 

56916 

35086 

9238 

354299 

224356 

392840 

17675 

375165 
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NOTICE 

It i!> hereby notified for the information of the publu that MUKANDITD proposes to make an application to the Central 
tiovenunent in the Department of C ompany Affairs New Delhi under sub set turn (2) of Section 22 of the Monopolies 
and Rcstnttise Iradc Practices Act 1969 lor approsal to the esuhlishmtnt of a new undertakinK/unitklisision Brief 
particulars of the proposal are as under 

I Name and address of the Applicant 

MUKAND ITD. 

Lai Bahadur Shastn Matg 

Kurla 

Btimhay 400 070 

2 C apital structure ot the applicant orytanisation 

Authonsed capital Rs 2S 00 cnires 

Paid up capital Rs It "’S crons 

^ Management structure of the applicant organisation 
IndKating the names of the Directors including 
Managing/Whoictimc Directors and Manager li aos 

Ihe Board of Directors con-ists of 

Viren ) Shah ( hairmar & Managing Director 

Ramknshna Ba|a| Vice ( hairman 

DS Muila 

IP I hacker 

Rahul Baiai 

DS Mehta 

Parup Kcwalramani 

D h. Lodaya 
< s Dharmadbikan 

Dr N P Jam 

NarendraJ Shah 

Rafcsh V Shah 

Nirai Ba)a| 

Vmod S Shah 

Sukumar V Shah 

4 Indicate whether the proposal relates to establishment 
of a new underraking or a new unitMivision 

Prop'isal relates to manufacture of nets articles h> the 
existing unde rtaktng 

S location of the new undenaking/unitkin ision 

7adgaon Distnct Ratnagiri 

Maharashtra 

6 < apital strut ture of proposed undertaking 

Not Applicable 

In case the proposal relates to the prtiductiun 
storage, supply marketing or lontrol of any 
goods^rticles, indicate 

I) Names of goodsAirticles 

II) Proposed licensed capacity 
ill) Fstimated annual turnover etc 

Hut Rolled 1 lat Steel Products 

250 000 tonnes per annum 

Rs 415 crores on full operation 

8 In case the proposal relates to the pros isions of any 
service *utc the volume of actisity in terms of 
usual measures such as value income turnover etc 

Nih Applicable 

9 Cost of the pro|cct 

Rs 550 crores (Approximately) 

10 Scheme of finance indicating the amounts to be 
raised from 

The cost of the protect will be met by dcdientures 
loans from financial institutions and internal 
generation 

Aijy person interested in the matter may make a representation in quadruplicate to the Secrenry Department of C ompany 
Affain Oovernment of Indu Shastn Bhavan New Delhi within 14 days from the date of publication of this Notice 
intimating his viesvs on the proposal and indicating the nature of his interest therein 

Dated this 6th day of May 1991 

PC CHHAJLANl 
SECRETARY 
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Only 10.13 {wr cent of the totaljOutput is^ 
counted for by total inputs. In contrast K 
both these groups, the processing industries 
of the secondary sector, like sugar, fodd pro¬ 
cessing, etc, right up to jilte texliles (sectors 
12-18), processing as they do large quantities 
of basic raw materials lite sugarcane, cotton, 
jute, etc, belonging to the primary sector 
inevitably show up high total input propor 
tions to total outputs, coefficients ranging 
from 0S4I209 for tobacco to as high as 
0.873724 for food processing. Sugar is also 
high at 0.791440. Fbr the manufacturing in¬ 
dustries as such, the average figure is 0.63S7 
(i e, 63.57 per cent). Among those which 
have much higher values than the average 
may be mentioned petroleum products 
(0.829849) and coaltar products (0.906785). 

It is interesting to observe that while in 
the case of petroleum products, 64.48 
percentage points out of 8^98 per cent are 
accounted for by crude, and small percen¬ 
tages by several other commodities, coaltar 
products’ inputs pattern shows 35.37 percen¬ 
tage points from basic material, vi^ coal and 
lignite, and quite substantial inputs from 
trade (15.60 per cent) and railway transport 
services (14.16 per cent). In the services 
sector, the coefficients arc generally low, the 
only sectors showing higher than 50 per cent 
total inputs are railway transport services 
(No 48) and hotels and restaurants (No 5.1) 
and medical and health (No 58), respective 
values being 51.87, 71,46 and ^9.07 per cent. 

It is a point for note that the K/TI for 
West Bengal (WB) for 1973-74 published 
presumably in 198^ (as can be conjectured 
from the foreword dated January 1985) by 
the WB Planning Board, analyses the struc¬ 
ture in terms ot - backward and forward 
linkages worked out through the C’hencry 
and Watanabe (CW) forniuia I his formula 
defines backward linkage as “total non¬ 
primary input per unit of output for a sec¬ 
tor” and forward linkage as the ratio of that 
part of the i-th sector which is utili.scd as in¬ 
puts by other sectors to the total demand foi 
the i-th sector. The WB lOTT Report also 
mentions Rasmussen definitions for these 
linkages based on the dispersions of ‘linkage 
inducements'. WB Board has used the CW' 
formula slightly modified to suit its regional 
purpose and classified the various sectors 
into four groups: (1) intermediate manufac¬ 


ture, (2) final manueactme, (3) intermediate 
primary production and (4) (Inal primary 
production. Whatever limitations WB 
Report may have otherwise, it has to be said 
to its credit that it has made an attempt to 
analyse the iniei-industry relationships 
through recognised indicators. No such 
analysis is done by CSO in it.s lOTT Report. 

It would indeed be useful to work out such 
linkages calculated for all the lOT'i years 
and study the changes therein. Whether one 
or the other formula is to be adopted may 
be considered from the point of view of its 
appiopriatcness. WB Report also includes 
values of other indicators such as wage 
multiplier and value added multiplier, on 
which also CSO repori appears to be silent. 

Before going on to discussion of final 
uses, a word may be said about the term used 
in the summarised Tables 3.1 and 3.2. W'hilc 
the main matrices use the term ‘commodity' 
in the SNA sense to include both goods and . 
services, ihc tables have the restricted mean¬ 
ing of goods only and include outputs of 
primary and secondary industries outputs 
This is likely to cause some avoidable eon- 
luston. It may be appropriate to use some 
other term not only to avoid confusion but 
also to conform to SNA terminology. 

Finai Uses 

Now about the final uses. The com¬ 
ponents are as mentioned earlier: PFCF., 
GFCfc, CiFCF, ns. Exports, and imports 
(as a deduct entry). The sum total is defin¬ 
ed as final use (FU) which according to 
paragraph 3.2 of the Report is equivalent to 
final demand Both the terns can therefore 


be used interchangeably. All these com¬ 
ponents appear as column vectors in the 
absorption matrix and commodity x com¬ 
modity matrix (No 6). These vectors ate as 
is well known exogenous to the inter-industry 
matrix which provides figuics for each com¬ 
modity sector's use as intermediate con¬ 
sumption or inputs. One result of showing 
imports as a deduct entry column vector is 
that even imports used as inputs in economy 
activity are treated as final demand and 
hence inputs are overstated .and final use is 
understated. Although imports are about 
5 per cent of total domestic output, for cer¬ 
tain sectors these are very high, as we shall 
see in a moment and for these commodity 
sectors, understatement is rather disturbing. 
If there was any specific advantage in adop- 
ing this non-standard procedure, one vroutd 
have been happy to accept this departure On 
the contrary, knowledge and interpretation 
ot distribution of domestic outputs become 
almost impossible. There is no way by which 
one can work out figures for each commodi¬ 
ty sector as regards extent of imports used 
as inputs and of imports in different com¬ 
ponents of final demand, if we look at 
matrix 1 of the CSO, we notice some entries 
under the column of ‘total final use* which, 
to say the least, make strange reading. For 
instance, for sector 9 (row-wiSe), ‘crudi 
petroleum, natural gas’ final use i; 
Rs (-)2,335 crorc, whatever it may mean. 
Other components of final demand add up 
to Rs 1,206 crore. Intermediate consumption 
IS high at Rs 5,296 crore. Can we say that 
final use was -- 78.9 per cent of the output? 
Arithmetically, yes; but one is puzzled as to 
what IS the economic content of such a 
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(Per Cent to Column Totals) 


Commoclilvv Indusirv 

Total 

Fiiidcm 

1* 

Total 

Use 

2 

less 

Imporis 

3 

Total 

Output 

4 

t Primary (P) 

28 OT 

26 93 

28.66 

26.85 

2 Secondary (S) 

38 II 

4042 

64.14 

39.30 

3 Trans, commu and trade (FR) 

13 31 

14 64 

4 90 

15.10 

4 Other services (OTH) 

12.71 

III 35 

2 31 

10.73 

. Piih admi and del (PAD) 

4.12 

2.35 

000 

2.46 

6 Total input 

96.32 

94.69 

l(K).(X) 

94.44 

7 Net indirect taxes 

3.68 

.5 31 


$.56 

8 Total output 

100 00, 

UKKX) 

100.00 

100.00 


Table B 2: Modified Absorption Matrix 


(Brr CeRt to Tbtal Use) 

(Xs awr) 


Comfflodity/1 ndustry 

P 

1 

S 

2 

TR 

3 

OTH 

4 

PAD 

5 

Total 

II Use 

6 

Total 

Findem 

7 

Total 

Use 

8 

Less 

Imports 

9 

Tbtal 

Output 

10 

1 Primary (P) 

15.87 

22.18 

2.25 

0.16 

0.00 

40.47 

59.53 

100.00 

4.79 

95.21 

2 Secondary (S) 

$.09 

32.50 

S.46 

3.11 

0.00 

46.15 

53.85 

100.00 

7.14 

92J6 

3 DrBiu, commu and trade(TR) 

5.94 

27.45 

12.51 

12.16 

0.00 

48.07 

51.93 

100.00 

LSI 

98.49 

4 Ocher services (OTH) 

1.93 

14.50 

9.96 

3.48 

0.00 

29.87 

70.13 

loaoo 

1.00 

99.00 

5 Pub admiiiistFBtion (PAD) 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

100.00 

100.00 

0.00 

100.00 

6 Tbtal input 

7.82 

26.01 

$.99 

2.09 

0.00 

41.91 

58.09 

100.00 

4.75 

93.25 

7 Net indirect taxes 

-3.71 

52.25 

8.79 

3.09 

0.00 

60.42 

39.5* 

100.00 


I00d» 

8 Gross value added (GVA) 

39.05 

23.97 

17.65 

14.36 

4.97 

100.00 





9 Tbtal output ' 

23.67 

38.73 

14.49 

8.93 

2.35 

90.19 

57.11 

100.00 

4.50 

9SJ0 
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figure If imports were mentioned as a row 
vector and imports figures were shown under 
appropriate columns as row vector elements, 
interpretation would have been clear Similar 
appears to be the case tor sector iS, ‘iron 
and steel industry and foundries' and sa 
tor 36, ‘other basic metal industry’ which 
have large imports all of which arc shown 
as final use even when some portions, even 
large ones, may have been used as inputs into 
further production For the same reasons 
percentages given in Table 3 I of the CSO 
Report are not of much use We have ap 
pended Table A 1 similar to CSO's Table 3 1 
but with primary, secondary, etc, industiies 
as sectors Tkble A 1 appended here gives ab 
solute figures and Ihble A 3 corresponds to 
Thble 3 5 of CSO Similar set of Thbles B 1, 
B 2 and B Tare included by totalling inputs 
and final expenditures (FEs) defined as the 
sum of final use element tor each row 
without deducting out imports to obtain 
total use (TU) and keeping the import vector 
outside This slight modification mav give 
a slightly better picture of propoitions but 
It must be understood that these are not 
related to domestic outputs and we still do 
not have the much required knowledge of 
distribution of imports among inputs and 
final demands 

It may oe relevant in this connection to 
scan through some altei native methods ot 
treating imports in the input output tables 
Earlier tables for some advanced countnt* 
such as UK, USA, etc, have their imports 
shown as row vectors The condensed ver 


sions of some of these matrices can be seen 
in R G D Allen’s Maihemalwttl Economics 
and Klein’s An Introduction to Bono- 
metnis Klein has specifically stated that 
alternative treatments would be feasible foi 
the foreign sector T hese are (I) Deducting 
imports from exports and including the 
figures as net exports in final demand CSO 
seems to have opted for a similai alternative, 
although no justification is advanced for 
adopting the chosen treatment in preference 
to the others CSO docs however give im 
ports figures explicitly instead of netting 
them out with exports (2) Treat imports as 
competitive with home production and 
distribute them together with domestic out 
puts along the rows of each industry pro 
ducing the corresponding goods at home 
(3) introduce additional sector column foi 
exports and row sector for imports inside the 
transaction matrix This would involve sub 
trading exports from the final demand 
j sector In the UN’s SNA commodities are 
classified as competitive, meaning such com 
modules art both domestically produced 
and impoited, and complementary, meaning 
th^ arc only imported and not indigenously 
pioductd In the SNA’s treatment, com 
petitivc imports are clubbed with correspoii 
ding domestic produce in the matrix and 
only complementary part is shown in row 
vector In case there are moie sectors than 
one tor the latter categiiy of commodities 
more than one row veclois are introduced 
lor our purpose, we shall talk in lermi ot 
a single low vectoi to cover both the situa 


tions. The important point to note it that 
imports are treated in row sectors and not 
as a column vector. SNA does not seem 
entirely averse to showing all imports in row 
vector and only domestic produce m the 
transaction matrix but certain disadvantages 
of combining competitive and complemen¬ 
tary import have been pointed out in the 
SNA One vould even then thjnk of having 
both the competitive and complementary 
components shown separately but outside 
the transaction matrix to meet the objections 
vet out in the SNA 

One disadvantage of showing total im 
ports as a row vector is that “if the com¬ 
petitive and complementary components of 
a given commodity group (such as mining 
industry) were amaigama^, it would follow 
that d country with any kind of mining irt- 
dustiy would be deemed to meet at least part 
of the demand for all mining products even 
if some of these products were not in fact 
produced in the country’’ This objection 
may not perhaps hold if both components 
were shown separately outside the transac 
tion mainx The second objection is that 
separating competitive component from the 
.ombined figure of domestic and com 
petitive commodity may present difficulties 
since It IS the total supply of inputs that is 
known It has been argued later in this am 
cle that this may not be so although there 
IS no doubt that some more effort may be 
necessary for a developing country like 
India, It IS most important to know the 
distribution of imports to user industries 
and lor final use, for both the components 
of imports T he least however that C SO can 
do IS to adopt the SNA recommended treat¬ 
ment of imports Not to do so would also 
impair international comparability in terms * 
of technical coefficients Further, one of the 
mam uses of input output tables is to make 
projections Such projections in the area of 
import related topics such as effects of im 
pon substitution, changes in the relative im 
portance of import content of import 
intensive processes, etc, may not pierhaps be 
possible I ven other exercises may have to 
be earned out under the assumption of con 
stancy of imports to domestic proportions 
for all elements of the matrix Also, 
LeonticPs input coefficients will be over¬ 
rated since the elements of the transaction 
matrix are inclusive of imports The extent 
of overstatement for individual elements 
would remain unknown All considenng, it 
seems a serious departure on the part of the 
CSO to have shown imports as a column 
vector (as deduct entry) instead of adopting 
the normal or SNA recommended nractice 

If there is no particular advantage for the 
adopted procedure, does C'SO have any par- 
ticulai difficulty in segregating imports from 
each element of the matrix and combine 
them to evolve a row vector^ On the face of 
It, none The reason is this Imports are 
mentioned at cif values and no import duties 
have been shown m the import vector. 
Therefore indirrri taxes on these must have 
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twen mciuoea in tne correspomniig lu ipw 
vector. Also, eadi comnuMlity value in tte 
matrix is valued at producer prices by deduc¬ 
ting from the purchase priced values indirect 
taxes and service'charges The taxes in¬ 
cluding import duties are aggregated in the 
tow vector It follows that CSO must have 
figures of import contents tor each element 
o( the matrix If this is so there should be 
AO difficulty in aggregating these imports or 
at least the complementary imports into a 
single vector low One hopes that CSO will 
consider at the earliest how best imports can 
be treated according to normal practice It 
may be worthwhile to point out that a large 
percentage of imports is accounted for by 
a small number of commodities as can be 
seen below 
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Proper allocations ol imports ot the two 
highest groups lo industries and final 
demands would lake sure ol ascuracy toi 
77 22 per cent c>t oset three fourths ol the 
imports in the row vcciot 

Here again it mas he meniiotied that the 
WB matris relciie’o lo eat her does follow 
the standard pioeedure in regatd to imports 
although It defiius eompctitisc and com 
plemeniars impott>- somewhat dilleitnils 

M\M Maikiv 

Vrhile the Abairpiion maliix tclaies ie> 
inputs and liiial uses ot eoiiiinoetitics and 
IS a eoinmodiis r- industis matrix, the 
Make matiix iclatcs to outputs ot som 
modities b\ industries and is an indusirv x 
uimmoditv matrix Read along the low we 
ol^iain tigiires ot diMereiii eommodiiies pio 
dueed bv the gisen industiv faking food 
crops (sestor 1) row, notiec that output in 
row I, column I (c<r I I lor shun), is 
Rs i4,870 croie Balance ol the total tood 
crops industry output (ol Rs 40,^88 crotc) 
IS accounted lot b> some other commodities 
It means tfiat this same mdusir> produces 
85 91 per cent ol its output as food crops 
and 14 09 per cent as some othei com 
moditics Along the column we notice ilic 


same iigwv m cm |i,i; owe uis whh mmi- 

modtty output is Rs 34,92fi crore so that of 
the total commodity sector 1 produce, 99.84 
per cent comes fiom food crops industry 
sector and onl> a paltry 0 06 per cent from 
other industries Proportions in which a 
particular industry produces various com¬ 
modities, as in ihe toimer case, are co 
efficients of the product matrix and proper 
tions in which carious industries produce a 
particular commoditv arc cocificients of the 
market share matrix In both Ihe cases the 
diagonal coclticienis have highly predomi 
nant values reaching I in several cases tor 
which such commudilies aic produced in 
their own industry sector and these in¬ 
dustries do not produce anv other com 
modities except fm their own respective 
sectors 

In the product mix matrix, 22 out of the 
60 industries have unit diagonal coefhetent, 
26 have coefficient values between 09 and 
less than I, and ihc lowest diagonal salue 
IS for textile products (0 644171) Over one 
third ot output ot this industry is accounted 
for bv ‘other services’ (No ^9) Miscel 
laneoiis manutactuimg industry (No 44) 
produces a numhei of commodities and 
although uff-diagonal coeificients are low 
they arc distributed ovei 29 commodities 
other than its own characteristic product 
Construction clcctricitv, and all services 
except ‘railwas transport services’ depict unit 
coefficicirts (icncrally speaking, primary 
mdusincs and scivices sectors show high 
diagonal coelficicnis li is in the manutac- 
luimg vcciors that wider spiead o'! off 
diagonal cocllicienis arc (O be found 

The market share matrix (matrix S of 
lOlT) should be titled industry x com 
modtty and not commodity x industry one 
because ot the manner m which the results 
arc pre enied I’ercciiiages therein arc taken 
to column tigniev which in effect are com 
modus output \Vith this coirection, it is 
seen that Ik commodities have unit values 
.IS diagc'rial ciicificicnts Six primarv sectors, 
constiiictioii and II scivices sectors all have 
uiiii values in cliigonal Only trade and 
‘oilici SCIVI..CV inilic leitiary sector have less 
than I value in the diagonal cells !his is 
iind'-rstandahlc since contribution to these 
sectors conies out ot several industries It is 
the mamitaciuiing sectors which show a 
more varied pattern Railway transport 
cgiiipmcnt (No 42) shows only 0.5050W as 
diagonal cociticient but unlike in the case 
ol ‘other services’ this commodity sector’s 
remaining output comes from only two in 
dusiiics othei transport equipment’(No 4!) 
and railway transport services’ (No 48) It 
has to he added that no such problems 
rclatini’ to imports as encountered in study¬ 
ing ilie Absorption matrix exist in the case 
ot Make matrix and the related product and 
maik’i shaie matrices For ready reterence, 
( scries inaiiiccv tor condensed sectors are 
appei dvd lo ibis article 

( oiniiiodiiy \ commodity matrix, matrix 
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Government in the Department of Comparty 
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Section 22 of the Monopolies and Restrictive 
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Brief partttufars of the prt^sai arc as under 
1 Name and address of the appHCdnt Reliance 
Pet»o<.»tem f df limted RPl Hou^ 
1*> Wdkrhdnd Htrathitnd Marg Ballard Cstdte 
Bombay 400 036 
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Q) IS simiiiir lu ine nosorpiiun ni .nx, me 
only difference is that it shows inputs used 
up in producing commodities (instead of 
outputs of industry sectors), plus in meeting 
the final demands figures loi which are the 
same as in the Absorption matrix The same 
problems with which the Absorption matrix 
IS beset and which have already been discus 
sed at length exist in this case also 1 his 
matrix is derived with the help ot matrix 
algebra given in Appendix 11 Matnx 7 gives 
Leontiet inverse coelticienls tor matrix 6 
(commodity x comniodity) I heir use is 
mainly in carrying out various exercises foi 
which input uiilpul matrices are set up 

C ONC IIJDINti Rl MARKS 

In the end, it may be useful to slicss the 
toilowing points in oidci lo make India's 
olticial input output matrices a iistlul 
analytical tool lot studying the structure ol 
the economy and toi projc*clion exercises 
I irst, the timeliness needs to be improved 
yery considerably Projection exercises arc 
carried out on the basis ot certain coii'tjn 
cy assumptions ot structural patuin in 
dusiry technology or commodity tcx.hnol()gy 
The assumptions are workable only lor shori 
period projections and when economic 
structure is changing lapidlv as should be 
the case *or developing countries, it is im 
portant that iOTIs aie updated with as little 
time-lag as possible and in any case no more 
than two oi thic'e years \^ilh impiovemcni<- 
in the timeliness of data collection and in 
data processing capabilities this should not 
be now dtflicult It is sad to note that the 
1983 84 lOT f was published in laic 1990 oi 
early 1991, a lapse pi at least civci six years 
1978 79 ton was published after 10 vca.s 
m 1989 and (or previous reports delay' li.ivc 
been foi 8 to 10 vears 

Secondly, serious thought should be given 
to the existing limitations ol the Absorption 
matrix discussed above It appeals at least 
to this writei, that without icctitviiig the 
shortcomings, large pait ot the uiilils c>l 
input-output analvsis would be lost even il 
timeliness is improved 

Thirdly, it would enhance the usiliiliicss 
it the CSO carries out moic in depth 
analysis ol the structuic and aiso include 
some projection exercises lelaiing to plai 
target settings, comparisons ol actual 
achievements with figures ciiuigiiig oui ot 
the application of most recent 101 Is iiiidci 
the usual constancs conditions, and siv on 
If these cannot be published in the icpori 
separate papers could be publishcxJ IVrhaps 
such work IS being done but then ii should 
aiso see wider dissemination 

The purpose of this wi ite up o to picsent 
the basic framrwcvrk ol the input output 
tables in the otficial lOIl, studs some 
aspects evt the framework as also the data, 
comment on the contents ol the report and 
make some suggestions puicly tiom the 
^ point of view of furthering the uiilits ol this 
highly powerliil tool ot analysis ol the siiuc 
ture of the Indian economy 


NOTICE 


If IS herehy notified for the information of the public that UNION CARBIDE INDIA LIMITED 
proposes to make an application to tfif Central Government in the Department of Com 
pany Affair'' New Delhi under sub sec tion (4j of Sec tion 23 of rhe Monopolies and Restric 
tivc Trade Practice* Act 1969 for approval to take over the whole or part of the new 
uiiderrakimj Brief particulars of the proposal are as urocr 


1 Name and address of ttie 
applica It 


Union C irbidc ' dia I imifed 
1 Middleton Street Calcutta 700 071 


^ Name and -iddress of the under Triton Building Ancessones Private Ltd 
tjkinq the whole or part of which i, (Proposed to be converted into a Public 
proposed to be taken over and the Limited Company Triton Building 
mannei ol lake over le acquisition *(< es'ones ltd ) 

of shire' acquisition ot control or -lOi, Rr v it Chamber' 

inariajement whether (jy the arqui'i Naiiman Pone 

t on il Itie ownership of the under Bomtiay 400 021 

taking « under any mortgage lease 4 (40<. ^ 

or Ik ericc rir under any agre < ment 01 ,, p 

ott-(i I ranqernerit 


I ryincgencnl structure ol the 
ipi I car 1 


I I ipH tr j( tut( jf tir 
i|)|.ii lit 

b) th' lit I'ltitikii propo c I 
I t c ' iki II ovi r 


Ihc Lcimfijiy managed by the Chairman 
i. Allan igii o Liircctjr as'isted by a Deputy 
Managing Din r toi a d ttiree 'J^hole time 
Pit 1.1 It ubjift o ihf juperiiiiendence 
r ontr III 1 o K'c ion of the Bcxsrd of Direc 
t r Nine oi Pr, tev ate given fielcjw 
Ml VPtioHali iliiirmin& 

Managing Pnectoi 

Ml kM Ni vi Deputy AXanaging 

Diicrloi 

Ml { P lai \Xrliole tenr Dneitoi 
t Mr lb I I Host Wtiole iiint Piiectoi 
Ml Uc il Be I Whole time Direc toi 
f Llr P II I I' 4 r t 1 
M 1C r)||.jrt 
“ M GM kcll, r 

y M NN I.ihi 

Ml Bt a k)' M Iti I 
1 Ml k tci lull 
I A/ ( ^ jt it n 
M PI * I It t 

1 I M t A I it Alt! rnit( tr 

Mr PI Wright 

A el , I i i( i R 40 00 0 lakh* 

I « * > It (Ml« d I I 
Paid ip C a) It I k t't SB t lakh* 

Aulhcii fd • a| 11 

00 000 kij iitv S'lari j ol Rs 10 each 
Rs 10 lakhs 

Pr )po>eii lo be increased lo lO lakh 
Foully Ian MR* lOeich c Rs 100 lakhsj 


‘ tut f t iiiini * ol the under dk II s Tiiton Bi ild m At eessrjiie * Pvt Ltd is an ejcisting 
wt I t vs II or I* likely lo enitigc 1 1 company authorised to arty en the business 
i( lilt (f die proposed I ike over of manufacture and deal in pre fabricated 

t aiding materials anc* components 

0 coi *1 ti ra'nn foi the 'ikr jvri P 40 ikh lot acquiring 4 00000(40%) Equi 

ty Shares of Rs 10 eat h for cash at par 

Sctie mr o( t nince ndi iling ttu Inlc rn il jryufce s 
< Jltc(s of filiancf I tr the pior Si d 
take over 

Any t-f rson interested in iFi natte 1 may rake 1 representation in cjuadruplicate to the 
Sec re ary CX partment of Company Af* nr> uovi rnm» 1 of India Shaitri Bhawan New 
PeIhi w thii 4 day* from the date ol publicatic 1 ol this notif e intimating his views on 
'he fiiofx) Il and mtlicaling tiu natuie of hi interest therein 


UNK N CARBIDE INDIA LIMITED 
A BASU 

Oiled this 6tt day of AAay 1991 Secretary 
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DISCUSSION 


Gender Ideology in Bengal 

Meera Vt'layudhan 


EVfcN as one appreciates Tanika Sarkar's 
>earch for 'standards tor a new womanhood' 
[EPW, l-ebruary 2) the attempt is riddled with 
problems as her very premise is faulty. Firstly, 
it lacks a certain historical perspective as esi- 
jlent in the tendency to generalise a single 
[middle class?) woman’s culture and sphere. 
Secondly, by dismissing struggles as ‘pure’ prac 
lice, devoid of any underlying approach oi 
analysis, the article reflects a persisting pio- 
blem, the need to bridge ihc gap between 
women’s studies and the women’s movement 

Sarkar begins her article by suggesting that 
a ‘genuine or ideal left culture’ can emerge in 
isolation and that the mandate received by the 
l.efl Front acts as a kind ol barner to the 
emergence ol this ideal. For Sarkai, the 
‘development of the autonomous alternatives’ 
cannot base itself on existing cultural traditions 
Even ’the aspirations ol the Renaissance 
fathers’ that Sarkar discusses were rooted in 
prevailing cultural traditions. However, not only 
is Sarkar unconcerned wtth the social basis of 
cultural traditions and their historical context, 
she does not consider struggles as products, 
leave .done as determinants ol culture 

I nis, we teel, arises Irom Sarkar s method 
of analysis in which the unit is the individual 
and the area ol iiitervontion, the ideological 
Women’s roles in Bengal, ‘domestic, non 
domestic’, in the pre-colonial and post-colonial 
period have not changed noi do they appear 
to be changing For Sarkar, a static, middle class 
uiban ideal is the problem and this had to he 
overcome Post-independence struggles or even 
the struggles against authoritarianism and senii- 
feudal tenor o( the 70s. of which women, not 
only of the C'l’KM) but of the entire Ijrlt and 
other democratic sections were the vicliins, the 
militant participation ot women in struggles in 
particular, appear to hold no significane'e in the 
development of a new womanhood The arii 
cle. III fact, indicates an obsession with images 
rather than a serious ailenipl at analysis Tlie 
examples arc many We will mention a few 

Firstly, we ate provided with a glimpse ol 
prominent traditions for looking at woman¬ 
hood in modem Bengal—writings ol Baiikim, 
Tagore; paintings of Jamini Roy; films ol 
Chatak, Ray, Mrinal Sen; works ot Rama- 
krishna; novels of Shirshendu Mukhupadhyay 
and Sanjib Chaitopadhyay, Iheir celebration of 
the ‘sacred mother’, ‘dangerous mother’, ‘non 
mother’, etc These traditions apparently do not 
have -any historical context. In this vast' 
panorama of images, we do not find a word 
on the social basis of these images, whether they 
have changed or are changing, whether they are 
the same for women of all social classes. 

In tact, the underlying middle crass bias can 
be seen in the manner in which Sarkar views 
some of th; issues. A simple example isSarkar’s 
comment on Mrinal Sen’s Film that ‘the son’s 
tragedy is that he cannot find a job, the 
daughter's traaedv is that she has found one’. 


True, It is a tragedy tor the son to be without 
work while lot the daughter, having found a 
job It marks the beginning of one more long 
struggle and nol the beginning of another 
tragedy Here, it may not be out of place to cite 
a discussion on the film during a festival of 
films on women in Delhi in 1983. Reacting to 
the endless discussion on the dual role of 
women, a working class woman activist present 
said, “This talk ot dual roles seems to get 
nowhere lovok, I faced similar problems. But 
I had to work. 1 was determined to work. So, 

1 laced everything that came my wb><’ In hci 
.isseition, one can already see the emeigence 
ot a new womanhood. 

1 he undermining of or lack of interest in and 
concern with the struggles of women permeates 
Sarkai's .search foi the ‘affirmative leminine 
tigure’. Sarkar’s discomlort with recording the 
real world participation ol women in struggles/ 
history leads her to marginalise the importance 
oi struggles ol tribal or peasant women and 
lauli the concern of certain authors and readers 
with giving the struggles their due visibility in 
history and literature, as attributing non- 
conveniional roles to only ‘exotic and distant 
tigiires. not eniiiely teal to the largely middle 
class authors ot readers’. While reaching out 
tor sclf-tulfilment oi self-expression is not an 
uniniporlanl issue, il is indeed poor theory to 
dismis.s the militant and revolutionary roles of 
women ‘as essentially a giving and nurturing 
role' Women have, in lael, lianscended many 
social barrieis, iransfonned themselves and 
ihcir soeiciy while participating in these strug¬ 
gles as aciive seekers lor a new identity 

Middle class women may as well he esoiic 
to the tribal and peasant women It is indeed 
these difleicni women and their struggles that 
constitute the quest lot a nc’w womanhood The 
poieeption that tubal and peasant women are 
esoiie seems to colour .Sarkai's choice ol issues 
Therefore, the mass-scale rape and violence 
against 173 (rihal women in receiii months in 
Tripura lot then assiviaiion with AIDWA, the 
l.elT Fionl and the rcpoii of the fact finding 
committee of several women’s oiganisaliuns, 
covered extensively m Peoples' Democrucy and 
some newspapers, arc ol no significance The 
ongoing militant struggles of tribal women in 
Tripura arc not exotic or distant to the l-eft 
movement, to the movement lor democratic 
rights and women’s rights in particular. What 
does self-lulfilment and set I-expression, the 
concern ot Sarkar, signify in the context of such 
struggles? The problem is one of placing issues 
in a historical context and the approach one 
adopts lb analysing tho.se issues. U is precisely 
this methodological error that leads to the 
omission of the issue of land reforms and land 
titles, women’s participation in panchayais, 
their role in defining women’s identity, in a 
discussion on women in Bengal and gender 
ideology. 

A simil»' bias can be seen in Sarkar’s con¬ 


cern for ’non-domestic/non-party’ roles of 
women. Women’s political participation in 
organisations which are not women-specirtc 
(‘the Party’) are looked down upon and one can 
see an underlying, simplified assumption that 
‘non-domestic’ roles will emerge in isolation 
from the democratic movement in general. 
Instead of analysing this Crucial link, what we 
get are a few comments on what Sarkar im* 
agines and considers as determinants of Left 
activity, i e, the slogans, the red bordered saree, 
and nol the least. Gupta’s staiemenl..This is not 
to .vay that the statement itself can be defend¬ 
ed It cannot he 

Be It the struggle against the Muslim 
Women's Bill, against salt, dowry, rape and 
other kinds of violence against women, thr 
debate within and among women's groups ana 
organiviiiions and even some political parties 
did involve an attempt to discern the entire set 
ol cultural values of the people. The point, 
however, for the democratic movement and the 
women’s movement m particular, was to note 
the evscniial and secondary, the positive and 
negative, the progressive and reactionary and 
build up on the strengths. This is not to ignore 
the limns ol stiugglc Even as women are united 
by a new identity within an organisation they 
arc still part ot the contradictions of society. 
Howcvci. It IS m these struggles that the pro¬ 
cess of overcoming these contradictions emerge. 
This IS by no means simple and does involve 
continuous ideological intervention. It is also 
through struggles that women realise their 
crucial role, acquire a new knowledge about 
their immediate and future activity, increase 
Ihcir awareness of the responsibility for the 
direction ol then lives—all of which are crucial 
to the emergence of a new womanhood. Studies 
on SI niggles of women workers provide some 
insight. 

Women woikers, such as those involved in 
petty production, say in the coir industry, in 
the lorefrom of working class struggles, are able 
to develop an idemiiy as workers, as women 
workers, as members ol an exploited class, as 
cilivens, dc.spile the structural characteiistics of 
their work- -isolated, home-based, conducive 
to the ideology ol domesticity. The link with 
the general working cla.vs movement and the 
democratic movement has played a crucial role 
m the development ot this identity. Yet, the 
development of a new perspective on women’s 
vocal role among coir workers has a limit and 
these are structural and cannoi be confined to 
the ideological alone. Therefore, without an in¬ 
sight into the dynamics of struggles, locating 
them in a historical context, statements .such 
as Gupta’s cannot be singled out as the ideology 
noi AlUW’A dismissed as an extended family. 

Today, in the face of rising communalism and 
attacks on even the existing rights of women. 
It is all the more important lor the women’s 
movement to build up wider links and alliances 
and not isolate itself The struggles against the 
Muslim Women’s Bill and salt are striking ex¬ 
amples. We are sure that Sarkar does not in¬ 
tend to undermine this link. Any attempt to do 
so can only close up avenues for advancing the 
debate on women’s issues, in which, defining 
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standards for a new womanhood an important 
A comment on tome of the terms Sarkar has 
used Ev«i as she is critical of the use of the 
term 'anti social' she inadvertently ends up 


IN their paper 'Viheie Is the Industrial Rciat 
daiion’ (£PIV, Septembci 29 1990), 

S ( hakrabarti and A Rudra (C R) have ques 
tioned the consensus about the industrial 
deceleration since mid sixties Fhey have arrived 
at the Conclusion that the phenomenon of in 
dustrial retardation seems to have disappeared 
over ihe time span of 1%1 to 1985 In this con 
text, we feel that CR’s neglect ol the decade of 
Ihe 1950s and selection of quantities of a few 
commodities as the relevant dependent 
wiables of their growth rate equations arc 
chiefly responsible for their novel findings 

let us at the very outset make twe 
methodological points (regarding then data 
base) clear, viz (a) ( R did not think it ‘either 
necessary or very reliable’ to construct any 
index of industrial production and (b) they 
have instead taken th( physical output of a 
selected few industries It is from this evidence 
of a few industries that they have negated the 
phenomenon of industrial letardaiion 
However, such a view suffers from a fallacy of 
composition' What is true for the part may not 
be true for the whole Tht allegation gams 
momentum in view of tht tact that CR’s 
selected list of industries (exetpting cloth a 
major Item in C R s list of industries showing 
a decelerating trend) account lor only 20 9 per 
cent of the total weightage assigned lo items 
included in the index of manufacturing and 16 8 
per cent of the same in the index of industrial 
production with base 1980 81 (foi details see 
Appendix) This is not to mean that the index 
of industrial production is the only meaningful 
scale to gauge industrial growth (or us absena) 
However, the lack ol any aggregative measure 
seriously delimits the gcneiality of CRs 
statistical results 

Moreover if one sees the data on industrial 
production carefully (index oi otherwise) one 
gets two distinct breaks vi/ 

Period I 1950 51 to 1964 65 
Period 11 l%5 66 to 1979 80 
Period III 1980 81 to prescni date 
The first peiiod is characterised by rtlativc 
growth, the second period by stagnation follow 
cd by the ihird period of further growth CRs 
treatment ol the whole period from 1961 62 to 
1985 86 as one irons out all fluctuations the 
examination of which would have given a bet 
ter insight into the problem On the other hand 
had C R considered the whole period 1950 5| 
to 1985 86 they would have got still a declin 
mg trend (or many of the commodities White 
they have accepted that ’ it is perfectly possible 
that the trend in the fifties was a sharper in 
dustrial growth than during the 24 year period 
following 1961* in view of the vigour with 
which they have pursued their results such 
acceptance is m the nature of lip service 
1b exemplify the above point the following 
evidence may be considered We have taken 
oi>P on account of industrial activity (m a 
rgther broad sense, viz, covering mining and 


using the same term while mentioning the 
bandhs in Calcutta Also, ulk of’Left Cakuiu’, 
’pany mouthpiece’, etc remind one of the days 
of the cold war C annot we. at least avoid this * 


quarrying manufacturing electricity genera 
lion and waiti supply and consirurtion) and 
matiulactuiing (\ and respectively) ai 
1980 81 prices and tried to find out the 
possibility ol a siructural break in the 5 and 
Y„ series Wc fitted an equation ol the Uulow 
ing form 

ln(x) = a -f bU + ct 4 cDt, 

whemx-Y.^ Y„ and D IS a dummy 
variable which takes the value zero for the 
period 1950 51 to 1964 65, but unity for 
the period l%S 66 to 1987 88 
Our results are as follows 
Ln(Y,J 8 7254 4 0 2392D t 
(420 09) (607) 

00655t - 00184DI 
(28 68) (7 13) 

R^ = 099 , DW = 0 5729 

Ln(Y„) = 8 3813 4 0 I509D 4 
(3% 76) (3 77) 

006511 00156Dt 

(28 01) (5 95) 

R^ = 099 , DW - 06750 

■II view ol the tact trial in noth cases thi locf 
ficiems ol 1)1 art boih negative and signilicam 
the hypothesis ol a structural baak in industiial 
income IS confirmed 

We have the same feeling about the trends 
of gross fixed capital lormition (CiK I) In 
other words C R neglect the whole ol the 1950s 
and arnvc at trends thit the tarliti authors 
could not find But ( R s comparison between 
llic rues of growth ol (■! C I (and its sectoral 
dceomposilions) lound by a number ol 
cionomists (given in lable 4 of t R papci) ind 
the ssme found by them is unaeeeptahle 
because the lime liame tor then study was en 
tirelv difleient 

However slow down ol gross lived erpital 
ormalion is noi Iht only faelor responsible foi 
ndusinal deceleialion since Ihe niid sixiits lor 
exposilorv eonsemenee we e in tilt al le 1 st the 
lollowing oil iclerrcd taelois vi/ (a) income 
distribution and the demand laelor (b) sitm 
down of the igneultuiai stetor (t) slatkening 
of reil imtxlmeiu and (d) tht mdusiiial polics 
regime encompassing both domtslit ind trade 
polity measures Out of Ihe list Ahluwalia 
(1985) his eatcgoricallv rejected the hypothesis 
if worsening income distribution over nine anc 
slow growth ot Ihe agricultural sector as fat 
tors inhibiting induMrial growth it India In 
fad the turnaround of industrial production 
put forward bv ( R m statistical terms has 
already been dtKtnnised by Ahluwalia (1988) 
She has observed that the pick up in investment 
in the mfraxtructure sectors can be associated 
with a pick up in the rate ol fixed capital foi 
matron in the public sector She has also argued 
that the recent liberalisations have led to a con 
siderable dilution of the earlier industrial policy 
regime (e g, as shown bv ihe turnaround in Ihe 
nurnbers of letters of intent since the late seven 
ties)* Moreover, the pick uri of indusirial growth 


during the eighties hu been shown by a number 
of economists, e g, Kelfcar and Kumar (1990), 
Nagraj (1990) and Rangarajan (1990) It is, 
therefore hardly surprising that CR have 
arrived ai the conclusion of an industrial 
acceleraiion for the period 1961 1985 CR's 
comment that ’the C heshire cat seems to have 
evaporated w 'hout leaving behind its famoui 
grin’ ihcieloK loses much of its punch 

I inallv industrial stagnation (or its lack) ii 
lot necessarily a question ol quantity, it is a 
question of composition and quality loo C R*> 
simple’ siatisiical findings undermine that— 
and that is the mam lacunae in then whoU 
siorv 

flhis note coniains the personal views of thi 
auihoi I 

AIHMUX WnuiMNr PMT4RNOI Af-IW 
Smi< III) iTt-sis IN 1980 81 IIP 


Item Weight 


(fixiup \ 

1 Phosphatic feriilisrr 6 679 

2 finished slccl 42 933 

3 Pig iron (saleable) 2 06li 

4 Power driven pumps 3 012 

5 Detergcni (including soap) 6 706 

6 licctiic fans 2488 

’ Domtslu refngttators 1 452 

8 Passenger car I 402 

9 Sugar 17 590 

Iota! 84 327' 

Group B 

10 Nitrogenous lertiliscr 15 227 

11 Petroleum products 1 5 192 

12 Aluminium 3 364 

13 Sulphuric icid 4 045 

14 Lleclric motors 12 870 

loul SO 700 

(■roup ( 

15 Commercial vehicle 

(buses and (rucks) 3 699 

16 Cemem 15 982 

loiat 19 682 

Grand lotal 154 709 


VfMer (1) Items shown in Groups A Bandt 
are mdustnes which have show 
constant decelerating and aceelc 
rating tiends in C R s paper 

(2) Group B does not include eloih 

(3) Total weight lot manufactunn 
Items in the 1980 81 index is 77101 

Suune Data taken from RBI Bulletiri 
Icbruary 1988 
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.4*.t Colour-Chem, this is a 
credo. It keeps us trying harder... 
seeking greater heights to conquer. 

That’s how we've more than 
doubled our exports in the last tour 
years ... reaching a new high of 
Rs.lhT.S lakhs in 1989-90. An 
exptnt performance based primarily 
on indigenous value addition - in 
order to maximise net foreign 
exchange earnings for the country 

Today, we are a recognized 
Export House with Star Exporter 
status. Wc export organic pigments, 
dyes and intermediates to the most 
sophisticated markets in the world 
— U.S.A., West Germany, U.K. 
and the Far East. More than 96% of 
our expoits go to General Currency 
Areas. 

Our quest for excellence has also 
won us awards - eighteen, in two 
decades. 

The quest continues ... 


Colour-Chem 


One of a kind 
in the world of colour. 

Colour-Chem Limited, 

194. Churihgalc Reclamation 
Bombay - 400 020 
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Cominodity Maricets: Wrong Strategies 

The collapse of primary commodity prices, which has severely 
affected many developing countries, can be partly explained ^ 
sluggish demand, but this does not seem a complete explanation 
examination of the evidence supporting the hypothesis that 
^i^ply factors have been partly responsible 1277 

^rrelevance of City Planning 

Ch e storv of Bombay’s second Development Plan offers some clues 
to the continuing irrelevance of India’s urban planners and the 
product they offer Some of these clues relate to the process that 
development plans follow belore they acquire legal force, others 
concein the content of the plans our planners prepare 1289 


Price of Editorial 
Activisni 

The Pres*. C ouniil s two reports 
on press coverage of the 
so called ‘kar seva’ in Ayodhya in 
October November last year have 
sharply criticised the biased 
reporting in some newspapers and 
drawn attention to the issue 
of ‘editorial activi<im’ 1263 

Ethnic Tensions 

1 he expression ol national a-'d 
ethnic identities has begun to 
dominate the political process in 
Pakistan in a form unknown to 
the country in the pasi An 
attempt to identify and explain 
th( reasons for the extreme 
polarisation between Sindhis 
and Urdu speaking 
iiiohajiis J29.'> 

il the contagion of the political 
upheavals caused by centripetal 
forces now convulsing the Soviet 
Union and Yugoslavia should 
spread to India the results 
would be far worst since the 
divergence between heartland 
and borderland and the 
communal and caste tensions 
die so much more acute 
here 1271 

Sidelined 

The trends in commercial banks’ 
deposits and credit to business 
and industry in 1990 91 showed 
the impact of growing financial 
disintei mediation in the 
economy 1259 

Tinkering 

The changes proposed in the 
Mahdidshtra iovernment’s bill to 
amend the universities acts in 
the State deal with matters of 
detail rather than of 
substance 1258 


Fading Anti-ImperialiKm 

During the last half a century 
changes in the structure of 
power and the course of 
inlet national relations have 
occurred in which the masterlv 
understanding of the strengths 
and weaknesses of imperialism 
that the leaders of the great 
national liberation struggles 
brought to battle fields and 
negotiating tables has receded 
into the background 1267 

Established Patterns 

1 he choice of candidates b\ 
both the printipal contender' in 
the coming Ixik Sabha clectic ns 
in Andhta Pradesh the 
( ongass(I) and the fDP, 
reflects the piitern ol dominance 
ot difleient castes in the three 
regions of (he State 
Rayaldseema Andhra and 
Telengana 1257 

Disputed Symbol 

A leeent national seminar in 
Guwahdii on Sn Sankaradeva 
saw a desperate attempt by the 
Pan Indian cultural 
establishment to ‘Indianise’ 
Sankaradeva a figure considered 
by the Assamese people as the 
quintessential symbol of 
Assamese nalionalilv 1261 

Paying fur 
Liberalisation 

I here is a reluctanee to 
acknowledge the nexus between 
the government’s embracing, 
wholesale, the ideology of 
economic libcialisation in the 
1980s and the restrictions the 
Reserve Rank has now had to 
clamp on imports of all kinds, 
including ot books, which 
have outiaged so many 1253 
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Academic Fraud 

I WAS most .surprised to sec the review ar¬ 
ticle on the book tionoima of Perestroika 
by A Vyas and A V Vernikov (Ajanta Inter¬ 
national, Delhi, 1991) which appeared under 
ihy name in the EPW of Api il 6. This leview 
Mticic was not written by me and I have not 
even read the book. When I enquired from 
the editor of EPW he sent me a xerox copy 
of the covering letter with the article m my 
name. The signature in that covciing letter 
is not mine and there is no doubi that this 
is a straight piece ol forgery. I am writing 
this letter because such cases of academic 
dishonesty and forgery should not go un- 
contested and unpunished. 

AMir BtlADlIKI 

Calcutta 

[Our sincere apologies to Profcssoi Amit 
Bhaduri and our readers foi having ba*n taken 
in by a piece of self serving torgety- Iji j 

Economic Priorities 

WITH the elections due next week, it is 
critical that wc sharply define oui economic 
priorities. 

The most vital issue confronting the 
Indian economy is curbing population 
growth. With a total population ol 850 
million, which is increasing by about 20 
million per annum, our gains in develop¬ 
ment are being seriously eroded. No govern 
' ment since independence has tackled this 
problem on a wai-fooling. During the emer- 
! gency, arbitrary coercion was used to entunc 
' family planning, contiibuting to the down¬ 
fall of the government. Since then, family 


planning has become a taboo and politicians 
arc mortally frightened to even talk about 
it. Controlling our burgeoning population 
should be a key priority. 

The second vital problem confronting our 
economv is the alleviation of poverty, in the 
rural and urban areas. Almosr 35-40 per cent 
of the population liv^ below the poverty^ 
line. They live in sub-human conditions in 
the villages and in slums. Politicians juggib 
with statistics and poverty lines every year 
to show how the number of the poor has 
declined. The fact is that poverty is increas¬ 
ing in the urban and rural areas and close 
to half the country subsists below interna- 
tionallv accepted nourishment leveks. 

The third key problem confronting us is 
mounting unemployment. Even reliable 
statistics about the total numbers of un¬ 
employed arc not available. Unemployment 
among the young breeds bitterness, anger 
and violence Self-seeking local politicians 
exploit these negative feeling to fuel commii- 
iialism and casit-wars. Alleviating unemploy¬ 
ment will necessitate increased investments 
and production to employ the young. Invest¬ 
ments have to be freed from the shackles of 
licensing and ‘permiNSion.s‘. Anyone who 
puts up a factory increases production and 
generates employment. Persons/corporations 
financing new biisinesscs/expansions from 
internally accrued funds should be exempted 
fiom licence or clearance. 

flic loin III problem facing us is the ever- 
woisening balance of payments position We 
have to launch a major export drive to earn 
foreign exchange It is time we stopped 
depending on remittances to correct the BOP 
position. Wc need to export value-added. 


proce-ssed and manufactured products to 
boost foreign exchange earnings. Japan and 
Korea have shown how even small countries 
can have exports of sophisticated products 
like computers, electronics, cars, calculators, 
etc. We must emulate their example. 

The fifth key issue which wc need to ad¬ 
dress is our lardy progress in technology, 
electronics, computerisation and communi- 
calibns. Even countries like Indonesia and 
.Thailand are leap-frogging in technology 
and electronics. We have no clear technology 
policy or mi.ssion. We do pay lip-service to 
these concepts, but are decades behind even 
Third World countries. 

We rre unable to focus on specific prio- 
rilie.s essentially due lo the poor quality of 
ieadets we have had after Nehru and Shastri. 
Lack of adequate vision and perspective 
among the leaders has resulted in stunted 
economic growth 

R-mi niika K ANtM 

Bombay 

For Baliapal! 

FOR BALIAPAL, a comprehensive update 
and information booklet on the situation m 
Baliapal has jusi been published local 
people there have loi ihe past four-five years 
struggled successfully againsi a National 
(missile) lest Range to be located here. A 
number ol very good ai tides and booklets 
have appeared on Baliapal m the recent past, 
as has also a film) bin mostly in specialist 
journals or circles. I his booklet conceived 
initially as a complenicni to the film, Eoiees 
Jrom Baliapal hy Vasudlia Joshi and Kanjan 
Palil, IS being published to bring together 
some of the moic interesting material — 
reprints of cat her articles, a note by the film¬ 
makers, songs by local leaders, interviews, 
newsclippmgs since 1985, access inlorma- 
tion, and a reprint ol a very informative 
government document The purpose is not 
only to dissetiimaic inlbi tnation but also to 
encourage direct solidarity with the histone 
struggle ol people who arc asking for real 
development and peace, not destruction and 
annihilation in the name of development—a 
question that all states across the world must 
answer. The booklet is also published in 
solidarity with the equally momentous rally 
against destructive development that took 
place in Harsud, Madhya Prade.sh, on 
September 28, 1989, in which the people of 
Baliapal and countless other such crisis 
points from ail over the country participated. 

The book is priced at Rs 40 each (for a 
single copy order) and Rs 25 each for multi¬ 
ple copies. Please write to the address below 
for futhcr information. 

Unnayan 

36/lA Garcha Road, 

Calcutta 700 19. 
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Different Script 


W HATEVER Its outcome, the election to the tenth Ixik 
Sabhd has already seen some significant departures from 
the saipt handed down from past elections This is all the more 
noteworthy since, in many ways, the political developments 
beginning with the Congress Party’s deteat in the 1989 election 
bear quite a close resemblance to the events of 1977 79 which 
saw the short-lived Janata Party government and the triumphant 
return to power of the Congress after a gap of a mere two years 
This time round too the collapse ot the National I lont govern 
ment and the splintering of the anti ( ongress electoral alliance 
of 1989 should have made foi a relatively easy passage for the 
Congress in next week’s election But that is not how things seem 
to have worked out 

The basic difference this time has been that, despite the 
political instability, the C ongress, try as it might, has tailed to 
set the political agenda toi the election Unlike in 1979, this elec 
tion IS not being fought piimanly over the Congress’s claims 
of saving the country from political turmoil and providing a 
stable goveininent I he election has instead been dominated, 
over large parts ol the country at anv rate by two other over 
arching issues the BJP’s appeal to the religious and communal 
sentiments of the Hindus specifically over the building ol the 
Ram temple iti Ayodhya as well as more generally over the alleged 
pampering of the minorities the alleged demotion of Hindus 
to the status ot second class citirens etc, and, second, the Janata 
Dal's proclaimed commitment to the cause of scxial justice, more 
particulaily foi the backward castes From all accounts the im 
pan of these issues on the electorate, in the northern and western 
parts ot the country especially, has been profound enough to 
largely offset the consequences of the split of the anti Congress 
vote which should otherwise have enabled the C ongress to sweep 
the poll in the northern States, as it had done in 1979 m similar 
arcumstances, and win a comlortable inaiority in the new Lok 
Sabha despite the inevitable loss of some ground in the lour 
southern States as compared to its superlative performance there 
in 1989 

When the BJP had won 86 Lok Sabha seats in the 1989 elec 
tion, that was attributed largely to the anti-C ongress electoral 
alliance with the National Front But this time, fighting the elec 
tion on Us own—of course, with the full support of the stoim 
troopers of the RSS, the VHP and the Bajrang Dal—reports 
indirate that the party has extended its grassroot support b^nd 
the (largely urban) trading communities to make serious dents 
into the Congress hold over the upper castes and even the Janata 
Dal’s support among the Jats The BJP challenge has evidently 
become so palpable that the Congress is holding up the threat 
of a BJP victory to try to win back the Muslim votes it had lost 
in 1989. As for the Janata Dal, while the appeal of V P Smgh’s 
campaign for social justice has been undeniable, largely for 
reasons which have to do with the internal organisation of the 
party, the electoral impact of the issues raised by it is expected 
to be most effective in Bihar and UP In these two States, and 


to varying Degrees elsewhere, the Janata Dal has appropriated 
the backward caste and scheduled caste support bases of the 
Congress 

While the apparent growth of BJP influence has been hnked 
to the mobilisation over the Ram Janmabhoomi issue and last 
year’s ‘rath yatra’ of L K Advani, the rapidity with which this 
has occurred has been possible only because of the existence 
ol a hospitable environment, the creation ot which has not been 
the work of the BJP alone The other parties have contributed 
to It through acts of commission and omission Most culpable; 
ot course, is the C ongress with its thinly veiled appeals, as in 
the 1984 election after Indira Oandhi’s assassination, to Hmdu 
chauvinism in the name of nationalism or its more blatant 
attempts to take the wind out ol the BJP’s sails by opening the 
Babri mosque for worship by Hindus in 1986 and pei cutting 
the foundation laving ceremony for the Ram temple in Ayodhya 
on the eve of the 1989 elections The Congress must alM take 
the blame for sowing the seeds of the secessionist movements 
in Punjab and Kashmii, which have since come in handy for 
the BJP in stoking Hindu fears and insecurities The elite- 
oriented economic and social policies of Congress governments 
at the Centre in the eighties leading to widemng mequalities, 
worsening unemployment and rising prices, have produced a 
general sense of alienation, frustration and disillusionment which 
now the BJP is aggressively offering to cure thtough ‘Ramra- 
jya’ The other parties, including the Left parties, have by and 
large failed to mobilise the people against the Congress’s socio- 
economic policies and programmes and to present a perspec¬ 
tive on issues such as Punjab and Kashmii significantly different 
from that of the Congress If the outcome of next week’s elec¬ 
tion does indeed show a notable rise in the mass appeal of the 
BJP, the responsibility lor that will thus have to be widely shared. 

So close to the election, it is but natural thit there should 
be a general feeling that its outcome will be all-important and 
decisive, calling for the prepsiration ol conbngency plans and 
tusttfying possible changes if course The impression of the 
sigmEicantly enhanced influer i of the BJP has M to unsoliated 
advice being directed to the uelt patties beseeching them to 
abandon their opposition to the Congress in the interest of 
thwarting the BJP However, foitunately or untortunatdy, none 
of the possible outcomes of the election is likely to warrant 
ovrely alarmist or euphoric reactions Just as the conditions 
whidi have made possible the growth of the BJFs influence have 
been created by a wide range of political forces and socio¬ 
economic developments over a penod ot time, similarly arresting 
It IS unlikely to be achieved by knee-jerk responses The anti- 
communal cause will certainly not be served by rushing uito 
the Congress’s arms and lending support to its pervexK 
economic pohcies, its authontananism, its dnve for pohticat 
and admimstrative centralisation or its aggresuve national 
chauvinist attitude towards expressions ot ethnic and regional 
disaffection 
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Cutting Corners 

iVHH I- tht proposal to disinvest up to 20 
rcr cent o( govcinnient equity in selected 
)ublii seetoi units was widely iilici preted 
is a lust step towaids the privatisation of 
jublic cntci puses, quite a tew observers 
icic quick to note that it was “essentially 
in acLOuntancs tianie’ to reduce the fiscal 
leficit and brinir it as close as possible to 
he taract of 6 S pti cent committed in the 
soverninent’s negotiations with the IMF 
n tact, fear was expicssed in some 
luaiteis, and not without lustitication, 
hat this measure might as well pre empt 
‘institutional funds so as to provide 
judgetarv support ’ and might therefore 
‘affect both sioik market prices anel m 
cstment by the financial institutions and 
nutual funds in new piojccts and share 
ssues” Now that it has been disclosed 
hat contributions to the vaiious approved 
nutual fund schemes during 1990 91 have 
alien far short of the level they were ex 
iccted to icach, it is possible that the 
inaneial institutions will have to be 
lepended upon to a much greater extent 
han was originally expected if the target 
>f Rs 2,S00 croic set in the C enties in 
erim budget tor the disinvestment of 
tovernment equity in public sectoi units 
n 1991 9? IS to be achieved So the fear 
if diversion of funds m suppotl ol the 
ludget may piovc to be quite well toundcxl 
Howevci, even if the mutual funds and 
manctal institutions weie to be in a posi 
ion to raise substantial additional funds 
o finance the proposed disinvestment, the 
loiiit about the manner of accounting of 
he receipts is lar moie impoiiant than a 
natter of mere accountancy W hat is pro 
loscd IS that the proceeds of disinvest 
nent are to be deemed a^. hemp m the 
lature ol budgetary icceipts that will go 
o reduce the fiscal deficit Noi that the 
oncept ol fiscal deficit is a paiticiilaily 
neaningfiil one, certainly not insular as 
macro economic analysis goe's But it is 
iiiipoitant to note that these receipts are 
not regaidcd as capital receipts The 
Lindcilving assumption appaientls is that 
these receipts die in the naluic ot revenue 
account receipts—or vtis close to being 
so But art they’ 

According to the budget speech the 
proposed disinvestment is to be “in favour 
ol mnlual funds and financial or invest 
ment institutions in the public sector* As 
fat as mutual funds are concerned then 
souicc ot funds IS deposits made under 
section 80 ( (. B ol the Income Fax Act 
Now, these deposits arc practicallv m 
eveiy sense, similar to deposits undci the 
National Savings Scheme covered by a like 
provision vi/, 80 C C A, of the same act, 
but these latter deposits are shown as 
capital receipts in the Central budget 
How come, then, that deposits made with 
mutual funds and canalised to the govern 


ment in purchase of government equity 
m public sector units become revenue 
receipts Ol very close to them' As regards 
purchase ol equity by other I manctal in¬ 
stitutions whose source ot funding is 
largely boi lowing ol various types, to con 
stder these lunds as other than such when 
they reach the budget is even more 
arguable 

Of course there arc Mroiig analvtital 
grounds to distinguish budgetary receipts 
m the form of small savings I tom market 
borrowings In fact, for the calculation ol 
the so called ‘fiscal dcfnit’, as chrisiencd 
by the IMl small savtna leccipts ol the 
government should not have been clubbed 
with other lorms ol government borrowing, 
ccrtainlv not with credit to government 
from the Reserve Bank But, evidently not 
rationalilv but Fund diclums now define 
these concepts and lay down the rules Or 
will the tinance minister ni the new 
government be able to lake a more in 
dependent line' 

MICTIONS 

Tckothlessi Law 

IHF setting aside by the Boinbav high 
couil of the elections ol two Shiv Sena 
Ml As and one Shiv Sena MP from Bom 
bay and a BIP MLA from Aurangabad 
on grounds ol corrupt practices under 
Section 1210) and (1A) ol the Represen 
tation of the People Act (RPA) serves 
paradoxically to emphas'se the ineffec 
tiveness of these provisions Section 121(1) 
deals with seeking votes on the ground oi 
religion and Section I23(la) with pro 
motmg enmity between people 

For one thing, these provisions come in 
to operation only when a notification of 
election is made C onscquently the same 
activities whiih these piovisions delegiti 
mise may be practised with impunilv until 
the act Itself becomes operative Ihis 
laises a problem that is peculiar to the 
processes ot ideological mobilisation 
whose etiecis are not contained within 
limited lime frames Ideological condi 
tionmg IS often sell regenerative and its 
reproduction continuous and a law inter 
venmg only at a particular stage cannot 
presume to arrest its momentum In this 
respect the law is inadequate since it 
obviously proceeds from assumptions 
which disregard sentiments cultivated 
before the notification of elections Con 
sequently communal acts by the BJP like 
the ‘laih yatra’ went unnoticed by the law 

The iutility of the act and hence any 
ludgmeni based on it proceeds also from 
Its inability to recognise an organic link 
between non political communal organi 
sations and the candidates for whom they 
canvass suppoit The concerned law in 
fact IS such that the separability of cor¬ 
rupt practices from the candidate is 
established with ease Thus the BJP can 


press into service organised hordes of 
sadhus and sadhvis in a weU-orcImtiated 
campaign involving corrupt practices. The 
Imam of Jama Masjid can issue a ‘fatwa* 
on the political preference that Muslims 
should exercise The link between the com¬ 
munal appeal and the political end is dear 
but the law is unable comprehend it as 
such 

The futility of the law as it stands ts 
undci lined by its operation in the past In 
1971 the supreme court had upheld a 
Bombay high court ruling setting aside the 
election of a Muslim League candidate 
/lauddin Burhanuddin Bukhari who 
dcleated Shaukat Curiimbhoy Chagla in 
the Kumbharwada constituency in 1972 
Justices M H Beg, A Alagiriswami and 
N 1 Untwaha weie of the view that the 
winner had elicited votes thiough com¬ 
munal appeals The Iutility of that ruling 
IS only confirmed by the fact that 15 years 
on the courts have had to set aside the 
election of lour legislators That mote 
were not set aside has less to do with pro¬ 
per conduct oi political parties and more 
to do with the absence of petitions against 
them 

F’OII VlOLENfL 

High Stake»> 

f HF recent hullabaloo ovet the law and 
ordci situation in Biha' is a little comical, 
(0 say the least I his is not lo say that 
there IS no law and order problem in the 
State There certainly is, since according 
to a newspaper report, after the poll cam 
paign got going 10 lives had been lost up 
to May 9 in 22 major incidents connected 
with the electoral contests The point is 
IS there anything abnoimal in thest 
figures > Can any power on earth ensure 
totally ‘incidcnCiiee polls in Bihar today' 
Since th< obvious answer lo both these 
questions is an emphatic ‘no’, the flutter 
in New Delhi dovecots over the situation 
in Bihar has to be regarded as stage 
managed over reactions with an eye to 
gaming some tactical advantages on the 
pan of the C ongress(I) and the BJP vis 
a VIS the lanata Dal government in Bihar 
Things being as they are, if, and to the ex¬ 
tent, the Election Commission directly or 
indirectly lends its stamp to boost the 
obviously manipulative outcry, it will 
certainly not add to its credibility as an 
impartial overseer of the nation^ polls 

All this IS not to exonerate the Bihar 
government The fact is that the govern¬ 
ment and the party behind it are involved 
in the north Indian practice of winning 
elections by ‘bandookbnii’ as much as an^ 
tther party—that is, neither more, nor 
less Reams have been written and reels 
have been shot to expose this culture in 
the newspapers, TV and so on Indeed, 
while shouting the loudest about the Bihar 
situation, the BJP itself has moved oiw 
step ahead in the same game in the 
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be^^nd Taceless, anonymous gun-toters, it 
has brought in notorious ex datoits It has 
directly fielded against the Samajvadi 
Janata Party chief minister Mulayam 
Singh, the former dacoit leader, Tehsildar 
Smgh, son of the late dacoit chief Man 
Singh According to press reports, a 
number of other figures from the ravines 
of the UP MP region have joined the fray 
on different sides 

Newspapers are replete these days with 
reports about the flourishing arms-bazar 
in Bihar Violence of this new style in this 
State had started over two decades ago 
with the offensives of the landowning 
classes against the rising resistance of the 
scheduled tastes and scheduled tribes 
against the former’s ‘zooloomshahi’ over 
the latter Both the ‘/ooloom* and the 
violence backing it still continue, but pass 
largely unnoticed by the establishment, 
press and politicians Since political and 
social culture has a tendency to be per 
vasive, violence which was earlier reserved 
for the landowners’ defence of their power 
v/s a VIS the underdogs has now become 
the modality of their sharing of power 
among themselves Prom the weapon of 
inter-class war, guns have today become 
the instruments ol intra class conflicts 

What can the tiection C ommission do 
under these circumstances about controll 
mg violence in the elations unless and un 
til the chief players aie agreeable to chang 
ing the real rules of the power game’ The 
elaborate and ornate codes of conduct 
decreed by the commission arc really ir 
relevant to the real contest for power when 
the stakes aie too high for the plavers 
to be bound down by anv pledge to be 
non violent 

lUND BANK Min ING 

Pointless Exorcise 

THL half vtarlv Bank I und meeting this 
spiing was particularly disheartening for 
the 1 hiid World The developed countiit 
hoyved little concern foi the issues and 
mitters that cxetcised the less developed 
niembei countries ol these oiganisations 
Indeed theie were indications ot not just 
weariness ysith Third World protestations 
but of actual hostility to their concerns 
The question yyhich cannot long be swept 
under the carpet is whether such frequent 
meetings and at such a senior level, name 
ly, of finance ministers, serve much 
purpose 

After all, gisen the clout that the 
developed member i ounines ol these 
oiganisations enjoy and the approach they 
have advocated to the payments and other 
problems ol the less developed countries, 
namely, of cast by case resolution, parti 
oularly in the context of the debt over 
hang, meetings of a general natutc tend 
to lose their usefulness As a consequence. 
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tion of 8 fresh SDft allocauoB« something 
that the less developed countries have 
cited themselves hoarse about, with the 
support of even some developed countries, 
especially France But the Anglo US op 
position has been hard to crack 

Interestingly, at the meetings just con 
eluded, not only were the less developed 
countries lectured to about the virtues of 
opening up their economies further, but 
they were urged to do so without any pro 
mise of payments support These countries 
were also sermonised about the need to 
contain mihtary spending Barber Conable, 
the outgoing World Bank president, was 
quite assertive in this regard “Wc reserve 
the right to talk to countries about mih 
tary spendini It is a legitimate concern’ 

Ol course excessive military spending 
should be a matter ol concern and not 
just to the organisations which are In the 
business of lending to the less developed 
countries But is this something new’ Fx 
cessive military spending by less developed 
countries has often in the past been under 
written by the developed countries, in 
dividually as well as collectively, and 
oiganisations like the Bank and Fund have 
knowingly overlooked It In fact it would 
be possible to sort out most, if not all, of 
intra Third World disputes fairly fast if 
only the developed tountries were to 
accept a self denying ordinance against all 
military assistance and arms export to the 
less developed countiies Instead, if 
pressure is put only on the latter to 
reallocate their budgetary expcndituies, 
the result may be nothing more than mere 
window dressing with no real cuts in 
military spending unconscionably high 
though such spending is today m the 
Thud World 

RFLIGIOUS BLl ILFS 

More Important than 
Lives? 

CERTAIN allegedly derogatory remarks 
made by a well known journalist against 
Shivaii in the course of some discussion 
as reported in a New Delhi fortnightly has 
roused thi Shiv Sena controlled Bombav 
Municipal Coippration to a muiderous 
fren/y, wiih one corporatoi swearing to 
despatch Singh to ihe hospital if he dared 
to land in Bombav Lven though the BIP 
Shiv Sena combine has not yet come to 
power at the Centie (which iv their dream), 
everyone seems to be overawed bv ihtir 
threats 

What IS involved in the entire unseemly 
controversy is something mote important 
than some careless utterances ol a jour 
nalist Such utterances would have been 
ignoied in a normal environment But 
during the last few years, the social en 
vircmment has been sought to be vitiated 
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dent fundamentatism that U determined 
to thwart ail attempts at scientific inquiry 
and revaluation of past history through 
such inquiry Any unearthing of historical 
evidence that may dispiove myths about 
gods and prophets, heroes and leaders 
who are worshipped by their respective 
religious followers is immediately con¬ 
demned by these fanatics as acts ‘causing 
insult to religious beliefs’ lo the long list 
of sacred cows like Rama, Sita, Moham¬ 
mad are now added figures from recent 
history like Shivaji, Ran - Pratap, who arc 
sought to be protected from historical re¬ 
valuation and reasonable criticism May 
be, in anothei few years’ time the list wiU 
include Advani, Vajpayee, Bal Thackeray, 
the Shahi imam and the numoous godmen 
and charlatans who are worshipped by 
their respective followers Nothing can be 
said against them, since it may cause 'in¬ 
sult to the religious beliefs’ oi their 
followers 

I he catch all phrase ‘insult to religious 
beliefs’ can quite often be used to dis¬ 
courage any scientific inquiry into the 
origins oi religious beliefs which may be 
proved to be obscurantist, irrelevant or 
even anti humanist Should historians, 
who have to distinguish between fai ts and 
myths while studying social hist a, ^ stop 
then research at a point where their fin¬ 
dings may ‘insult the religious behefs’ of 
certain communities’ That such pressure 
can be brought upon scholars was evident 
from the Gujarat government’s prosecution 
of three research scholais in 1988 tor their 
paper which challenged the beliefs pre¬ 
valent among the Swammarayan sect by 
suggesting that the deity it worshipped 
was not a god, but could have been a 
human being 

1 ike the Gujarat government in 1988, 
the BJP Shiv &na critics today in order 
to bolster their right to immunise their 
religious and histoncal heroes against any 
scicntilic analysis, are trying to fall back 
on the ill worded provisions of a colonial 
legislation Section 29S-A of the Indian 
Penal ( ode of I860 (which still opeiajes) 
piovides punishment for one who “by 
words either spoken or wntten insults 
or attempts to insult the religion or the 
religious behefs of that class (t c, any class 
of citizens oi India) ’’ It was under this 
sec tion that Ihe Gujarat government pro- 


Notice to Readers 

I he Annual Numbci is under print 
and will be posted to readers as 
soon as it is reads Because of the 
Annual there were no weekly issues 
on March 16 and 23, 1991, which 
subscribers are requested lo please 
note 
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u obvktus that the action needs to be 
amended in the light of the constitutional 
obligation (under Part iV A of Funda¬ 
mental Duties) to “develop the scientific 
temper, humanism and the spirit of in¬ 
quiry and reform”. In pursuance of this 
duty, one may have to question the validity 
of many religious beliefs and practices. 
Such questioning or attempts at objective 
appraisals of historical figures (belonging 
to any religious community) should not 
be surely equated with communal discrimi¬ 
nation against and aggressive attacks on 
members of that religious community. 
The existing laws provide enough scope 
for punishment for such acts. Curiously 
enough, both the politicians and the ad¬ 
ministrators are vociferous more against 
cases of ‘insult to religious beliefs’ than 
against killings of members of one reli¬ 
gious community by another. Beliefs, 
however irrelevant and obscurantist they 
may be, are apparently more important 
than human lives. 

SMALL SAVINGS 

Accounting Games 

IN the context of the proposal to set up 
the Bharat Bachat Bank, it is worthwhile 
recalling the observations made by the 
finance minister while presenting the in¬ 
terim budget. The so-called fiscal deficit, 
he said, had tended to get enlarged 
because of the buoyancy in collections 
under small savings .schemes which had 
to be shared with the States in the form 
of additional loans. To quote from the 
budget speech: “The increase in the fiscal 
deficit IS, to some extent, beyond the con¬ 
trol of the government due to the autono¬ 
mous buoyancy in small savings collec¬ 
tions, as a result of which the provision 
for loans to State governments has gone 
up by Rs 2,270 crore in the revised esti¬ 
mates. Were it not for this factor, the fiscal 
deficit, now estimated at 8.59 per cent of 
GDP, would have been 8.14 per cent of 
GDP’ 

This, to say the least, is very strange 
logic. If small savings were buoyant, the 
,benefit goes to both the Centre and the 
States and not just to the States. So how 
come that the fact of having to give addi¬ 
tional funds to the States creates a huger 
deficit? In this particular case, if the 
States’ share is estimated to have gone up 
Rs 2,270 crore the Centre’s share too 
would go up by at least Rs 760 crore. The 
problem evidently lies with the way the 
fiscal deficit is defined wherein the outgo 
to the States in the form of their share of 
small savings collections is shown but not 
the gross collections. 

A partial solution ot the problem is 
sought by the proposed establishment of 
the Bharat Bachat Bank and the transfer 
to it of the National Saving Scheme. It is 
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m^br paftoftlM shtall savins coltoctions 
will pass through the government budget. 
Why did not the finance minister consider 
transferring ail small savings to the pro¬ 
posed Bharat Bachat Rank? With one 
stroke of pen, the so-called fiscal deficit 
could have been reduced by a further 
Rs 4,5(X) crore in 1991-92. As a proportion 
of GDP, the deficit would have been 
brought down to less than 6 per cent. One 
cannot put it beyond the subalterns in the 
finance ministry that they are holding this 
in reserve in their bag of tricks foi the 
forthcoming regular budget. 

However, whatever accounting games 
the finance ministry may have up its 
sleeves in order to satisfy the requirement 
of the IMF, the States have to be on their 
guard. Thus, while the interim budget 
makes a reduced provision for transfers 
to the States on account of loans against 
small savings collections, there is no in¬ 
dication at all of the share they would 
receive of the collections under the Na¬ 
tional Saving Scheme to be transferred to 
the Bharat Bachat Bank. A number of 
Slate finance ministers are known to have 
already voiced their concern on this .score, 
publicly and in interactions with the Plan¬ 
ning Commission as well as the finance 
ministry. But the outcome is not yet clear. 
Perhaps this is a fit subject for the States 
to raise at the meeting of the National 
Development Council when it is convened 
after the finalisation of the new Central 
government. 

SOVIET UNION 

Serving Notice? 

WHAT message is Mikhail Gorbachev 
trying to send? And who does he have 
principally in mind? At the joint press 
conferences with French president Francois 
Mitterrand, Gorbachev is reported to have 
said; “We should all proceed with the 
premi.se that the Soviet Union does exist; 
that it will continue to exist; that it is a 
powerful State and it will continue that 
way!’ 

Gorbachev acknowledged that the 
Soviet Union is passing through a crisis, 
that his perestroika is caught “in extremely 
adverse weather, in a storm”, while “the 
instruments are out of order and the crew 
is not as united as it should be”. But, he 
asserted, “we must pass through it”. 

It is known that Gorbachev is facing 
deep, serious domestic problems, both 
political and economic. At the same time, 
he has lately met with some measure of 
success in the resolution of some of these 
problems. At the political level, he was 
able to carry along with him nine out of 
the 15 republics. These nine republics ac¬ 
count for over 90 per cent of the Soviet 
population. At the economic level, the 
withdrawal of the two-month old strike by 
miners, though achieved only after a 
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It is on the iitiematiotial plane that ^ 
Soviet Union possibly finds itidf out¬ 
manoeuvred and by none other than the 
US, the country it has been going out of 
the way to befriend. Over disarmament, 
nuclear as well as non-nuclear, Soviet 
Union has given way on issues much, 
much beyond US expectations. On Eastern 
Europe, again, the Soviet withdrawal has 
caught its adversaries totally by surprise, 
in regard to both its scale and speed. And 
in the Gulf, Soviet acquiescence (sactically | 
in every action of the US was so total that' 
not only the Arab world but the whole of, 
the Third World possibly was driven to the 
conclusion that the Soviet Union had for¬ 
saken its role as one of the .two super¬ 
powers, whatever its compulsions, and 
that therefore the world would hereafter 
have to contend with a uni-polar interna¬ 
tional setting._ 

Is Gorbachev now suggesting that the 
Soviet Union is not for forsaking its super¬ 
power role? Or is his assertion that Soviet 
Union is still a powerful state meant only 
to remind the US and its allies, including 
Japan, that they have defaulted on the 
promises and understandings, admittedly 
informal, on the basis of which Gor¬ 
bachev had made the various concessions 
on different fronts? It is not totally irrele¬ 
vant in this context that Gcrbachev's re¬ 
cent visit to Japan, the first in history by 
a Soviet president, proved to be totally 
unrewarding, that the Soviet application 
for Bank-Fund membership has been re¬ 
jected outright, that the Soviet request for 
Western credits has been turned down by 
the Joint Fund-Bank-OECD Study Group 
which has only recommended technical 
aid to switch to a free enterprise economy. 
Large-scale aid. the group says, has to Ik 
withheld until and unless the “Soviet 
Union is prepared to abandon socialism 
totally and move over to a free market 
system, not in gradual steps but in a total 
reversal”. Evidently, Gorbachev is serving 
notice that he is being pushed beyond the 
point of tolerance. 

SRI LANKA 

Mirror Images 

A Correspondent writes: 

A RECENT visit to Colombo brougbt 
home to this correspondent the politics of 
the grotesque that Sri Lanka shares with 
India. The staple of daily conversation 
and newspaper reports centres around the 
same tO|Ma^errorism', ^encouider deaths’, 
‘disappearances’ and ‘bomb explosions^ 
and when these become too boring, the 
supk shifts to such speculative subjects 
as ‘negotiations’ and Vdections’. The 
names of the places are interchangeable. 
\It >vould make little dilTerence if one 
replaces Amritsar with Jaffna, or 
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with Sikhs, or Sinhalese with Hindus. The 
gruesome happenings at the ground level 
and the political manoeuvres at the top 
level follow the same pattern. 

The ding-dong battle goes on in the 
north and the east, with Sri Lankan forces 
bombing Thmil village.s and killing civi¬ 
lians and the LTTE raining mortars on 
military camps and naval bases. The peo¬ 
ple of Jaffna are victims of carpet bomb¬ 
ings by the Sri Lankan air force and of 
an economic strangulation imposed by 
Colombci which refuses entry of groceries 
and essential commodities into the 
villages. The l,TTE fleeing the army of¬ 
fensive often descends on the bordering 
Sinhalese villages in the east, and hacks 
innocent and unarmed Sinhalese, who in 
retaliation kill their Tamil ncighbouis. 
Communal relations in the east with its 
traditional ethnic mix arc in jeopardy as 
evident from the massacre of 22 villagers 
at Niyadella on April 21, followed by a 
reprisal at Moneragala four days later. The 
LTTE claims that it is in control of the 
northern tip of the island spreading from 
Jaffna on the top to Mannar in the west 
and Mullaitivu in the east and that the war 
has entered the final phase Reports 
reaching Colombo from Jaffna suggest 
that the l.TTl; operates from the jungles 
and takes over the villages in the night. 
But unlike a politieally commiticd people’s 
army (which emerged during the libera- 
lion wars in China and Vietnam), the 
LTTE still icinains primarily a mihiarist 
outfit motivated by purely chauvinistic 
passions and centred around the ehaiis- 
matic personality of Prabhakaian. Its in 
tolerance of other Tamil miliiaius and the 
brutalised proclivities of its ranks have 
been directed against Tamil citi/cns in the 
north also. This comes out clearly in a 
meticulously documented report prepared 
by the Tamil imellectuals of the north 
brought togeihci under the organisation 
called the University Teachers for Human 
Rights. The report describes vividly tin. 
plight of the average Tamil, caught in the 
crossfire between the trigger-happy Sri 
Lankan army and the marauding Tigers. 
But at the same time, one should undei- 
stand the psychology of the entrapped 
Ikmil citizen in the north. As one observer 
graphically pul it: “Everytime he looks up 
at the skies watching in fear the Sri 
Lankan air force bombers hovering over 
His village, he draws courage from the 
knowledge that the T igers are somewhere 
around to wreak vengeance on I he 
bombers in retaliation against the cat pci 
bombing!' For him, the LTTE fighters are 
‘our boys—the term used by the Ikmils of 
the north (the same term, curiously 
enough, in current use among Punjab’s 
Sikh citizens to describe the Khalisiani 
militants). There seems to be a general 


feeling of dependence reinforced by 
helplessness—both in Jaffna and the 
Punjab villages (which this correspondent 
visited some time ago)—among the com¬ 
mon people who deep down may often be 
repelled by the repugnant behaviour of 
‘our boys’, or even be harassed by them, 
but would prcler them to what they per¬ 
ceive as the occupation forces of Colombo 
in Jaffna, anti of New Delhi in Punjab 
'and Kashmir. In the absence of a libera¬ 
tion movement led by socialist and 
democratic forces, with a concrete pro¬ 
gramme inviting popular participation in 
a socio-economic change, the people of 
Jaffna, Kashmir and Punjab are left at the 
mercy of either chauvinistic forces or 
religious fundamenialists who at gun¬ 
point command their loyalty to objectives 
which arc meant to ensure the ascendancy 
ol petty elites - the famil Tigers, the 
obscurantist clergy in Kashmir and Punjab 
in alliance with gun-toiiiig local gangsters 
masquerading as ‘liberation fighters’. The 
popular aspiiation for liberation gets lost 
in the ruthless military adventure indulged 
in by the iinserupiilous, fanatic forces 
which have taker, over the lerruory ol 
boili ideological discouise and operative 
programme. 

Meanwhile, in Sii Lanka. h,^ili the 
government .md the I TIE arc making 
bids for mediation, dictated of course by 
their respective calculations. It is this 
which brings out the phoney nature of the 
bloody war in all its ugliness. On the one 
side, president Premadasa is seeking a 
negotiated settlement in the north with the 
non-LTTE Tamil militant groups like the 
PIX>TE (which incidentally is fighting the 
LTTE in alliance with the Sri lankan 
armed forces). With the I TTE gaming 
military advantage, these groups arc keen 
on preventing the I fTE trom coming to 
power in the north and the east Prema¬ 
dasa, while ready to accept the mediation 
of some thud force like Australia or the 
SAARC in possible negotiations with the 
ITTE, IS averse to any Indian interven¬ 
tion On the othei side, the LTTL winch 
only some time ago was locked in a fieae 
confrontation with the IPKI-, is now seek 
ing India’s help again. Kasi Anandan, an 
LTTE leader recently m Madras described 
the previous confrontation between his 
organisation and the IPKF as “an unfor¬ 
tunate chapter” which should be “totally 
forgotten by both sides”, adding “we want 
to be on the side of India and we also 
want India to be on our side”. Tamil 
leaders both in Sn Lanka and Tamil Nadu 
are keen that India should revive its role 
in Sri Lanka. Whoever comes to occupy 
the seat of power in New Delhi after the 
coming eleciions will be under pressure to 
reanimate a policy that was allowed to 
slumber during the Iasi two years. 


TWENTY YEARS AGO 

EPW. May 15, 1971 

One of ihe first major acts of the new 
Central government returned to power 
with an unassailable majority in parlia¬ 
ment, has been to revive its powers of 
detention without trial. This, incidentally, 
was not one of the items of the Congress 
Parly’s lO-poini programme. The Main¬ 
tenance of Internal Security Ordinance 
issued on May 7 gives the government 
powers ul arbitrary detention identical 
vnth those It enjoyed under the Preven¬ 
tive Detention Act, which it had allowed 
to lapse last year to buy the support of 
ihc leftist parties. As under the Preven¬ 
tive Deteiiiion Aci, the ordinance em¬ 
powers the Central and State govern¬ 
ments to arrest any citizen and hold him 
Without trial for as long a.s a year. The 
only formality required to be fulfilled is 
a review by a govcrnmeni-appoinied ad¬ 
visory board Even after the expiry of a 
year, there is nothing to prevent the 
government from re-arresimg the person— 
and so on indefinitely, if necessarv 

Why has the government been m such 
a hurry lo arm itself with the.se poweis? 
I cadets ot some opposition parties have 
expressed the tear that the powers would 
be used against the government’s political 
opponents Bui which political oppo- 
nents'> Surely, noi ihose in the organised 
poliiical parties which were so completely 
routed m the elections that ii is ridiculous 
to imagine that the government would be 
in such haste to assume extraordinary 
powers against them'* No, it is not a 
threat from these panics that the govern- 
mem is providing against—not primarily 
at any rate Evidently, Ihe example of the 
armed insurrection by Ihe Janata Vimu- 
kihi Peramuna against the Bandaranaike 
government m Ceylon (in suppressing 
which our armed toiccs have played a 
good neighbourly role) has not been lost 
on the government of India. It seems 
diicrnnned not to repeat the mistake of 
the (.'eyion government in under- 
esiinialing the threat posed by the JVP. 
Rut vs hat IS significant is that, for all the 
bi.ivc talk of removing poverty and 
achieving social justice, the government 
appears to be proceeding on the assump¬ 
tion that the discontent among certain 
sevtions ol the people, which already ex¬ 
presses Itself iti armed violence in some 
parts of the country, will progressively 
get aggravated. Nor can it be honestly 
maintained that this assumption is in¬ 
valid, judging by such indications as one 
has of the government’s intentions and 
capabtlities in the direction of achieving 
a reasonable rate of economic growth 
and equitable distribution of the fruits 
of giowth 
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Few are prepued to acknowledge the nexus between the nation's 
embracing, wholesale, the ideology of economic liberalism in the 
roaring nineteen-eighties and the restrictions the Reserve Bank has 
now had to clamp on imports of all kinds, including of books, 
whidi have outraged so many. 


A LETTER from Mrinalini Sarabhai to 
newspaper editors, full of. as they say, 
anger and anguish. The Reserve Bank of 
India has, in her view, done an outrageous 
thing by clamping the kind of restrictions 
it has clamp^ on the import of books. 
Books are synonymous with enlighten¬ 
ment. They hint of joy and pleasures 
which lift existence on to a superior plane 
Life will not be worth living in case im¬ 
port of copies of the latest Gabriel 
Marquez or of the latest issue of Gmnta 
becomes impossible because of the pre¬ 
conditions imposed by the country’s 
central bank. Leave out literature, what 
about the crucial areas of mathematical 
speculation and technology; till as long as 
the Reserve Bank Hat continues, our new 
generation will be deprived of the oppor¬ 
tunity to be acquainted, on an instant 
basis, with developments in, for instance, 
molecular biology and computer science. 
The Reserve Bank's decision, Mrinalini 
Sarabhai does not have the least doubt, 
is a cruel blow against civilisation. 

And yet few, very few, including 
Mrinalini Sarabhai herself, will be 
prepared to acknowledge the nexus iKt- 
ween the nation’s embracing, wholesale, 
the ideology of economic liberalism and 
its current inability to buy books freely 
from overseas. Had our policy for- 
mulators, kibitzed at one end by the 
domestic industrial and trade lobby and 
at the other by foreigii credit-giving in¬ 
stitutions, not gone on the wild, wild im¬ 
port spree in the roaring nineteen-eighties, 
there would have been today no exchange 
crunch and no external debt trap; books 
would have therefore continued to come 
in. But those who mattered, influenced as 
much by Margaret Thatcher as by pere¬ 
stroika, preferred to go on a liberal binge, 
pw outcome is the present immiserisation 
and the symbiosis between India and the 
bdgging bowl. \M; can now afford to in¬ 
dulge in neither Marquez nor Otcenasek, 
nor Kundoa or Havel. Also consider the 
irony of it. Since there are going to be no 
books to read, time will be free, time to 
decide on the organic link between 
misguided economic policy and bookless¬ 
ness. Or, shall we say, between sin and 
culpability? The recently interred Graham 
Greene would perhaps have expressed it 
in yet another form, as the dialectics of 


sin and atonement. 

We have stumbled on a familiar facet 
of human civilisation. Ihke into account, 
for instance, the unending ex post com¬ 
miseration, in the month since Greene’s 
death, with the moral dilemma he had 
lived with. Is not much of this compoun¬ 
ding a huge hypocrisy? It is safe, safe 
beyond measure; Greene is dead and gone, 
he is incapable of causing any further 
social embarrassment, the incongruities 
and contradictions in human behaviour 
will no longer be tauntingly commented 
upon. The cynic and the believer, after all, 
chose to co-colonise Graham Greene’s 
soul- a man is born to sin, there are, he 
seemed always to be saying, no ways of 
escape, the social factor, such as leaky to 
wife, husband, mistress, paramour, ciuid, 
friend, comrade, is fraught with insigni¬ 
ficance, attachment cannot but lead to 
abandonment, passion is betrayal. The 
deception one is fated to commit is 
nonetheless a self-contained exorcism; it 
is betrayal, therefore it is perdition, 
however it is, simultaneously, atonement 
as well, death is life, lile is death 

Gicene wore no blinkers, he perceived 
social repression for what it was and is. 
a casualty of causality. The sardonic eye 
ever remained the sardonic eye, whether 
while detailing the genuflections of our 
man in Havana, or travelling with the foi 
midable aunt, or befriending the am¬ 
bivalent central American generals He 
freely mixed facts with fiction, for he had 
in the meantime caught on to the essence 
of the matter, are not long-winding facts 
stranger than fiction, for example, ini 
perialism is dead, long live imperialism, 
colonialism is defunct, colonialism is what 
provides the clue to the principal goings- 
on in the dark nooks and recesses of the 
world? The United Nations Economic 
and Social Council, the United Natums 
Conference on Trade and Development, 
agencies and affiliates of the World Bank 
acclimatise themselves into spending pois 
and pots of money to commission global 
economic assistance models; the ostensivc 
purpose is to provide succour to so-called 
Third World countries. They could have 
saved themselves the bother. For yeais on 
end, despite the elegant models and the 
equally elegant speeches backing them up 
at international forums, the Third World 


has in the net been exporting capitti to 
the rich Western countries. Whether you 
choose to ignore the particular context or 
not, it is once more a vindication of 
Greene: ihe more you concern yourself 
with the agony of atonement—or pretend 
to do so—-the greater is the accumulation 
of sin, the atonement itself assumes the 
form of sin. Back and forth, back and 
forth, it IS the same old frightening tale; 
from Brighton Rock onwards, but you 
hardly dare to call it stale. The deadly 
allure of the confessional box, and yet, the 
irrelevance of it. Father, I have sinned. But 
the Father himself has sinned, he is a co¬ 
sinner, a co-victim, or, have it your way, 
a co-conspirator. So who will grant ab¬ 
solution to whom? Each one is a burnt- 
out case, including the doctor dispensing 
treatment and a.ssurance. Faithfulness is 
the most fragile of human relationships, 
loyalty is deceit, trust is treachery, and 
yet, as that other converi to Roman 
Catholicism loved to put it, in our begin¬ 
ning IS out end, each time we return to 
faith, knowing lull well that, between faith 
and ihe absence of it, the chasm simply 
does not exist, the losei lakes all, because, 
definitions he damned, the loser is the 
victor, nothing is more vacuous r^an 
drawing a line between triumph and 
defeat, thcic can be. after all, no 
avoidance of the linal (ate, one seeks 
escape m order to ensure entrapment; that 
is, once more, the social factor at work. 

In spue of the doggedness of faith, it 
IS iherelore Ihe eternal hour of the cynic. 
The determinism in canonical prescrip¬ 
tions IS a dead-end; they are by no stretch 
even brave staienienis of nihilism, they are 
much too enervated lor that. The other 
determinism, what socialist diKtrines 
glorify and deify, has a similar message 
to transmit; such doctrines too both at 
tract and repel Thai at least was Greene’s 
judgment The dialectical analysis of the 
historical reality in Marxism, Greene 
would gram, is impeccable, the pain and 
sullcrings inflicted on peoples are, in- 
sariably, the handiwork ol othei peoples, 
or of instil III inns manned by peoples. 
Sometimes the deus ex imehina of op- 
picssion IS the chinch itself, as in Haiti; 
cross ovci to Nicaragua though, the 
church dons the mantle of the liberaftor, 
Ihe sin shades oft into atonement. So why 
desert a dilemma one knows so well for 
the dogma oi a parallel moral principle, 
which states cxplicitiv that man the indi-' 
vidual can be liberated only by the 
cieaiiviiy ol man the collective? It may be 
logically highly satisfying, shuffling af¬ 
filiations IS .still a bit like shuffling 
heresies Be.vides, what is a heresy? 
Between alfiiiation and heresy the shadow 
does not fail, in a given context, religion 
iisell, contradicting as it does the tenets 
of one, IS heresy, nr. turn the premise 
round, heresy itself is religion 1 he moral 
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fabric is amoral, for tHe amorality 
liberates lost souls That claim, it will be 
immediately said, is an unpardonable ex¬ 
aggeration C ould there actually be any 
liberation for lost souls, would not they 
gravitate toward other lost souls alone’ Or 
would they not contaminate the hitherto 
innocent ones, rendering them into ap 
paritions without the least hope of 
redemption Greene, will you not please 
agree, shades off into Dostoyevsky 
The sublime is banal and the ludicrous 
treads the same path as is prelerted b> the 
holiest ol the holy It is no tongue in 
cheek beseeching of coincidence, (iraham 
Greene’s epistemology ol non redemption 
and Mrinalini Sarabhai’s lament over 
what the Reserve Bank has done to our 
world of books have eommon co 
ordinates An individual as much as a 
nation are accountable fur then decisions 
and non decisions dare to dels the causal 
connection between deeds and then con 
sequences, you will get even more mc.sily 
entangled in the moral net The social set 
Mrinalini Sarabhai belongs to had foi 
long years bayed and bayed lor libcralisa 
tion The government they owned, the 
government which belonged to them 
could not be more ingratiating, it granted 
them all their demands The lesult is the 
current mess, culminating in the despciate 
hurry to clamp restrictions on the avail 
ment of the Open Geneial I icence 
Mrinalini Saiabhai felt impelled to write 
to the newspapers, she should however 
have really addressed hersell to her 
clansmen, the bourgeoisie in Bombay and 
Ahmedabad Some ol the latter breed 
continue to talk tough, or at least Ittgn 
to do so, they are not wilting to give up, 
they pin then faith on the Intoi national 
Monetary Fund lathei, wt have not 
sinned, it is always the othcis to blame 
the counter point ol the social tactoi does 
not worry them vet That too is huwtvci 
fate, which is in fact historicity Rewolu 
tions. It 1$ assumed by the entienclied 
ones, always happen in the neighbours 
territory, then own domain is hound to 
escape the contamination, and lor icasons 
either aforesaid or following I he recotii 
non, when it comes, nonetheless brushes 
aside the King C anutes, it rushes headlong 
and catches the dogma mongers napping 
The International Monetary f und route 
will bring much unhappiness, and, who 
knows, perhaps no’ just to the poor, there 
IS no knowing how much hurt would be 
caused by whom and to whom in the final 
rounds, the social factoi is the social 
factor Those determined to play pranks 
with history cannot however be easily 
dissuaded 1 hat is late That is however 
also dialectical m »c'ialistn Cireene was 
aware that he had no full and satisfactory 
answer to the query whv he shied away 
trom communism It was conceivably 
lethargy ol a sqst, but there was also that 


overhang of fidelity to one^s beliefs, which 
defies logic. Alternatively, could it be that 
ultimate fatalism has taken over since, 
between perdition and absolution, there 
is so litile to choose, why cross over'' 
Greene did not repudiale communism, he 


Kuniaran Pola 

11 E11ROMCS CORPORATION OF 
INDIA s net sales increased by 26 per cent 
to reach Rs ’48 05 crore during the vcai 
ended March 11,1991 Although the cor 
poration could achieve moderate growth 
tales ol 12 pet cent in operating profits 
and 8 per cent in net profits, there was 
a setback to the overall return on invest 
meni T he main factor responsible was a 
deterioration m the net profit margin on 
sales from I 54 per cent in 1988 89 to 1 
pei cent m the latest year But for the mi 
pruiemciil in the assets utilisation ratio 
iioin 0 65 I to 0 69 I, the re'uin on in 
vestment would have worked out still 

The 'SX'fok s Companies 


merely decided to be where he was. It was 
not choice, but non-decision That am¬ 
bivalence was his philosophy Mnnalim 
Sarabhai should rather re-read the ol4 
Graham Greenes than write to the 
newspapers 


lower The return on owners’ equity too 
was lower at 4 85 per cent compared to 
4 94 per cent in the preceding year 
I here weie receipts from the govern¬ 
ment of India towards equity capital ol 
Rs 1 crort and unsecured short term and 
long teim loans from the government 
Rs 1 cioic in 1989 90 The debt/equity 
ratio rose fioin 1 51 I lo 1 8^ I Despite 
the tilt towards debt in the capital struc¬ 
ture the interest coverage ratio improved 
•rom 1 ^5 times to 1 40 times Short term 
liquidity showed improvement as leflec 
ted III a highei cuirent ratio ol I 73 as 
against 1 65 in 'he preceding year 


(Rs m lukhf 



till (tonus (orp 

Ottdpn^ i orp 

Bharai llsasy Plate 

1 intikitl ItiJisiUi s 

IS84 

1990 

1989 

199(1 

1989 

1990 


Marsh 

Marsh 

Mai h 

March 

Marsh 

March 

— . ' 


— 



— — 


/fii. pfm 1 \pcnu i fHofu 

1 Nil sites ft)Mil imome 

19 701 

24 80V 

• 801 

V9IV 

1128V 

11779 

2 (Hh(t inconu 

4^1 

481 

474 

6S0 

V28 

4KX 

) kii\s iiiiknai ost 

10 688 

P 108 

0 

U 

8104 

9 721 

4 I niploytt SI 

4 1V9 

' l|V 

781 

948 

1 ■’T 

£149 

^ IXptcoaMd 

8(iO 

1 114 

620 

664 

2V 

2VV 

6 Oiliii (vpiiisis tditi tmenis 

12(1 

s 111 

2 89' 

>890 

2 891 

1 264 

Oixrinnf pu In (I l h (V lt>6) 

1 214 

1 176 

984 

■’061 

807 

878 

8 Inicrisi 

916 

984 

168 

>48 

541 

628 

V laxMion 

14 

M 

"7 

980 

46 

66 

10 Nri prsilii ( S VI) 

104 

f**/ 

SK9 

91S 

218 

184 

11 Disidcnds 

0 

tl 

1) 

I) 

0 

0 

C apifal Uiuns is 

12 Sh i( capiiti 

19.2 

1222 

2 800 

.800 

2V80 

2 722 

1) Riserves and s (plus 

2*'2*> 

> SSS 

V68I 

6 6IH 

1 197 

1 181 

14 C uiieiH It (btin s and 
pros s 1 ns 

14 422 

16 192 

2 017 

V047 

6 697 

12188 

1^ Sh HI iirm h rrowings 

2 V 1 

4 604 

419 

481 

4 058 

4 244 

lf» 1011(1 Utm hoEiowings 

6 III 

8 09 

1 891 

1842 

109V 

1011 

11 Viross li«nJ 1 siis 

h 198 

10474 

I0V64 

15114 

4 9V2 

V237 

18 Aicumuhud depredation 

1’2V 

4 8)0 

V710 

6171 

2 494 

2 74V 

InvenieiiiLS 

12 Kll 

I4 7i»l 

614 

VV1 

V12I 

7969 

■*0 Reetis ibit 

6 ^8 

9 44) 

%l 

794 

4111 

7 0V6 

21 C urrent a s i 

24 622 

28 189 

7 118 

9400 

11114 

19IV4 

22 ImeMiiicnis iihtr assen 

7«6 

1 817 

6V8 

627 

55 

101 

■*1 loul isMis Inhiliiicv (12 10 IS' 
or 1(11 181 (21 + 221) 

101V2 

IV 870 

12 810 

18 790 

15 627 

21 746 

Kt \ finam i il ran }\ 

24 lurnovfi rad <1 21) 

06V 

0 69 

OP 

Oil 

0 85 

061 

’V Riiurn iin sniis (IO/|)xlOO(S'i) 

1 V4 

1 n 

12 26 

15(1 

164 

1 14 

26 Riiuin uninsiMintn((SS)(IO/21)xl(X> 
or (24 X 2V)». 1 00 

09 

4 59 

4 98 

140 

085 

7’ Rtturn in tquiis(SS)|I0 <l2*IJ|j 
■l(X)or|2l(l (13)|x26 

494 

4 8V 

694 

991 

5 77 

4 48 

28 Bixik vdlur pt share (Rs) 

1567 

1605 

1029 

1163 

1523 

1,590 

2V ( urrent market pn e (Rs) 

10 Price cirmiigt ritio 

- 

- 


— 

— 

— 


Not dpphi ihii quoted 

H I, c Mir, » , Mm h. » Mrina 


COMPANIES _ 

Reduced Profit Margin 


3S4 






lO IAA« 



-lowever, this was achieved through in- 
'Ciniory accumulation and withholding 
he collection of sundry debts. 

There was a funds-flow of Rs 67.86 
Tore during the year. The funds were 
aised through increases in share capital 
>f Rs 3 crore, reserves and surpluses 
hrough transfers to reserves from pro- 
its Rs 3.29 crore, current liabilities and 
)rovisions on account of additions to 
.undry creditors Rs 14.70 crore, short- 
erm borrowings Rs 20.33 crore and iong- 
erm borrowings Rs 13.86 crore. Decreases 
n cash and bank balances Rs 11. i I crore 
ind miscellaneous current assets Rs 1.57 
Tore also represented sources of funds 
luring the year. The corporation utilised 
he funds to increase various assets; fixed 
issets by Rs 11.71 crore mainly in the 
brm of plant and machinery in the pro- 
ess of installation, inventories of raw 
naterials and stores and spares by 
Is 19.80 crore, receivables by a huge 
1$ 30.SS crore and intangible assets in 
he form of capitalised expenditure 
^s 5.81 crore. 

3REDG1NG CORPORATION OF 
NDIA 

Higher Profit 

5REDCING CORPORATION OF 
NDIA, with a 2.3 per cent growth in main 
ncome, was able to increase operating 
irofils by 110 per cent and net piofit.s by 
>8 per cent dunng the year ended March 
II, 1990. Sales/main income reached an 
tll-time high of Rs 137.79 crore during 
he year. Operating and net profits 
imounted to Rs 20.63 crore and 9 35 
Tore respectively. The improvement in 
;he expenses to main incomes ratio from 
3.89:1 in 1988-89to0.76:1 in 1989-90was 
;he main factor which buoyed up profits. 

According to the directors of the cor¬ 
poration, the substantial growth in turn- 
pvcr was achieved mainly on account of 
Petter performance of dredgers, greater 
ivailability of work particularly for cutter 
suction dredges, fewer drydockings and 
less downtime of the crafts. To augment 
the existing capacity and to meet the 
future requirements of the country, 
prders were placed with a Dutch yard for 
the construction of two shallow draft 
trailer suction dredgers each of 4,500 
:ubic metre hopper capacity. There are 
plans to acquire sophisticated survey 
crafts with electronic depth recording and 
position Finding equipment to facilitate 
effective dredging control. The corpora¬ 
tion entered into a five-year collaboration 
with a leading Dutch dredging company. 
Accordingly, the corporation would gel 
a very high power cutter suction dredger 
with rock dredging capacity. The Dutch 
company will collaborate in the dredging 


work in the Hooghly river. 

The overall return on investment of the 
corporation improved from 4.59 per cent 
in 1988-89 to 4.98 per cent in the latest 
year. This was achieved despite worsen¬ 
ing of the assets utilisation ratio from 
0.37:1 to 0.31.1 as the net profit margin 
on the main income advanced from an 
already impressive rate of 12.26 per cent 
in 1988-89 to 15.81 per cent in 1989-90. 
Simultaneously, the corporation earned 
for its shareholders a higher return on 
owners’ equity at 9.93 per cent in 1989-90 
compared to 6.94 per cent in the 
preceding year. 

With the induction of long-term debt 
in the form of deferred payment liabi¬ 
lities, the capital structure showed a 
debt/equity ratio of 0.46:1 as against 
0.27:1 in the preceding year, which was 
still far below the norm of 1:1 fixed 
by the Bureau of Public Enterprises. 
However, in view of the large operating 
proFits earned during the year, the interest 
coverage ratio more than doubled to 
13.93 times in 1989-90 from 5.53 time.s in 
the preceding year. The current ratio slip¬ 
ped from 3 ^ in 1988-89 to 1.86 in 
1989-90 reflecting some pressure on the 
working capital position. As against 
moderate increases m various items of 
current assets, there was a substantial in¬ 
crease in the .sundry creditors. 

The balance-sheet changes of the cor 
poration indicated a funds-flow of 
Rs 62.19 crore. The pattern of funds 
mobilisation was as follows: increases in 
reserves and surpluses Rs 9.35 crore, cui- 
icnt liabilities and provisions Rs 30.10 
crore, short-term borrowings Rs 0.64 
crore and long-term borrowings Rs 19.51 
crore. Decreases in inventories by Rs 0.61 
crore, receivables by Rs 1.67 crore and 
investments by Rs 0.31 crore also con¬ 
stituted sources of funds during the year. 
The funds were utilised to invest Rs 39.29 
crore in fixed assets in the form of 
dredgers and to increase cash and bank 
balances by Rs 14.12 crore and miscel¬ 
laneous current assets by Rs 8.78 crore. 

BHARAT HEAVY PLATE AND 
VES.SELS 

Large Steel Plant 
Orders 

BHARAT HEAVY PLATE AND 
VESSELS recorded a 4 per cent increase 
in net sales to Rs 137.79 crore during the 
year ended March 31, 1990, despite the 
uneven flow of orders during the prece¬ 
ding year. However, due to spurt in costs 
(raw material cost by 20 per cent, 
employees cost by 21 per cent, deprecia¬ 
tion by 10 per cent, interest cost by 16 per 
cent and tax provision by 43 per cent) net 


IN THE CAPITAL MARKET 


Weldflux Engineering 

WELDFLVX ENGINEERING (WEL), 
a Hyderabad-based company promoted 
by technocrat entrepreneur S Vijay 
Bhaskar under technical collaboration of 
Commercy Soudure of France, is putting 
up a 100 per cent export-oriented •«i-tech 
project at Hyderabad to man>.,dCturc 
submerged arc-welding fluxes (welding 
consumables) used for high-pressure 
welding as per international specifica¬ 
tions. The project will t,. set up at a 
capital cost of Rs 7.5 crore which will be 
part financed through a proposed equi¬ 
ty issue of 24 lakh equity shares of Rs 10 
each at par aggregating to Rs 2.4 crore. 
The collaborators, Commercy Soudure, 
IS the largest suppliers of welding pro¬ 
ducts m France. They have entered into 
an agreement with Weldflux Engineering 
lor export/buy-baek of 80 per cent of the 
production. The project enjoys various 
tax benefits, including eligibility a\ '00 
pel cent EOb', and is likely to yield 
substantially higher EPS and capital 
appreciation benefits. The company is 
planning to entei the capital market 
soon. 

Bombay Paints 

BOMBAY PAINES xs raising Rs 75 lakh 
by is'.ue of 7.5 lakh equity shares of Rs 10 
each at par to its shareholders on a rights 
basis in the ratio of one share for every 
share held. I'he issue opens on May 16 
and will close on June 15. Bombay Paints 
IS engaged in formulating and manufac- 
tuiing a range of highly sophisilbated 
paints. In the marine paints division, it 
has the collaboration of Hempels' 
Mai me Paints of Denmark which also 
hold part of the company’s equity. The 
company has a full-fledged R and O 
centre which is one of the first units in 
the paint industry to be recognised by the 
government of India. The company is 
planning an expansion project for the 
manufacture of powder coatings and coil 
coatings with know-how imported from 
Its foreign collaborators. During the II 
months from April I, 1990 to February 
28,1991, the company had a turnover of 
Rs 27.56 crore and estimated gross pro¬ 
fit of Rs .36.75 lakh and, after providing 
for depreciation and taxation, estimated 
net profit of Rs 14.25 lakfi. The company 
has an uninterrupted dividend record for 
the last 25 years and for the year ended 
March 31, 1990 declared a dividend of 
Rs 1.40 per share. 
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profits declined by 16 per cent to Rs 1.84 
crore from Rs 2.18 cror€ during 1988-89. 

Although irianv constraints were taccd 
by the company due to the uneven How 
of orders in the previous year, the com¬ 
pany could achieve a record value of pro¬ 
duction amounting to Rs 151.52 crore 
compaied to Rs 136.01 crore in the 
previous year. The order book registered 
a record inflow of Rs 276 crore during the 
year consequent on securing major orders 
for tonnage air and separation plants 
valued at Rs 170 ciore from the steel 
plants of SAII and l ist O,'1 he order 
book jiosiiion as at the end ol March 1940 
■ Stood at R.S 337 ciorc as against Ks 207 
crore at the hcGinning dl the year The 
overall return on investinenl received a 
setback during Ihc vear and worked oul 
at 0.85 jH'i cent as agatiisi 1.40 pci ceni 
during ihe piecvding year. 1 his resulted 
from a slow down in the assets uiilisaiion 
as shciwi) bv a lower ininovor laiio ol 0.63 
in 1989-90 compared to 0 85 in the pre 
ceding year eonibincd wiih a conspicuous 
fall in the net profit margin on sales Iroin 
1.64 per cent in 1988-89 to 1 .14 per ecni 
in the latesi vear. Ihe rate ol leiiirn on 
owners' eqniiv loo showed a dceline fioni 
1.40 per cent to 0 . 8 S per cent 

During the v'eai, the comtian.' paid 
Rs 2.18 crore to the government towards 
repayiiieni of renn loans 1 hnnigh the ad 
ditioii of Rs 1.42 cioic leecivcd liom the 
government towards cqioiv and iiaiislei 
of prolits 10 reserves, the companv eoulsl 
strengthen iisetnmj base.JiiiJ bring down 
the debt equiiv ratio lioin I .16 I iii 
1988-89 to 1 28*1 in the latest vc.ti 1 he 
current ratio worked out tower rclleciing 
the tightening of the woikmg capital post 
tion There was a disproporiionaie iii- 
cTea.se in current habiliiics and provisions 
mainly on aeeoim! ol .idvarices icveived 
from ihc'ciisiomcis. fM the liinds invested 
in current assets, a laig.c poitioii vvas 
locked up III inventories and leccivablcs 

The luiids-lTow during the ye:ri amouii 
ted 10 Rs 69.17 eroic. Incicaseso! Hs 1 42 
crorcin share eapiial which vvas lecerved 
from the gov'cmmcni it/wards equiiv 
capital, ic.scives and surpluses Rs I 84 
crore, current liabilities and provisions 
Rs 56.91 crore and short ter nr borrowings 
Rs i 86 crore were the sources of funds 
during the year ^ decrease to the tunc 
of Rs 7.14 crore iii niiscellaneous ciiiient 
assets too was a souice ol funds. The 
coingiany utilised tire lund.s to reduce 
long-term borrowings by Ks 0.84 crore 
The balance I rinds were used to increase 
net fixed as'cts by Rs 0 34 cioie, inven¬ 
tories by K'. 26 48 eiorc, receivables by 
Rs 29,43 uotc, cash and hank balances 
by Rs 11 63 crore and iiitangibie assets in 
the form ol deterred revenue expenditure 
by Rs O 46 cioie. 


•f SI DATA SYSTEMS 

Higher Stake for Bull 

PSI DATA SYSTEMS, the Indian affiliate 
of Bull SA of France, has registered a sales 
turnover of Rs 22.77 crore for the year 
ended March 31,1991. Of thi.s, the revenue 
out of software exports has constituted 
Rs 9 crorc Viewed against a disappoin¬ 
ting year for the computer industry in 
general this performance can be con¬ 
sidered satisfactory, despite an operating 
los.s of Rs 54 lakh. Thta Electric has ac- 
qinicd 10 47 per cent equity stake in PSI 
Data Systems. Moreover, Bull has decid¬ 
ed to increase its stake in the Indian outfit 
from 26 per cent to 40 per cent. As a 
lesiili, lire equity capital of the company 
will go up I'lom Rs 6.5 crore to Rs 27 crore 
.According to Mark .lennings, managing 
direcior ol the company, the participation 
ol Tata I icciric in the equity is purely a 
firiancia! one Moreover, the company has 
business li-’alings with two other Tata 
comiramcs, Nelco and Tata Consultancy 
Services Because of ihe increased 
piesencc ol the Bull group in the com¬ 
pany, Its name will be changed to PSI Bull 
India Ihc company is lully integrated 
wiihin lire Hull group. In the meantime, 
ihc Rs 14 6 uioie statc-of-lhc-ari matiufac- 
ruriiig taciht) at Peenya in Bangalore to 


nianufactutv DPS 7001) series mainframes; 
has commenced production. 

IGGl RESORTS 

Growing Network 

IGGI RESORTS INTERNATIONAL, a 
property time-share (PTS) company, was 
started in 1988 by A Ignasius, and NRI 
from the US. The first attempt by IGGI 
Re.vorts proved a great success at 
Vailankanni where iO cottages have been 
constructed and .sold as PTS Weeks and 
Short Breaks. Three other locations were 
then identified, Kodaikanal, Ooty and 
Mahabalipuram and the company has 
future plans for Yercaud and Mercara. In 
Kodaikanal 20 cottages are being con¬ 
structed on a 0.87 acre plot of land. 50 
per cent of the construction will be ready 
before this year end. In Ooty IGGI will 
come oul with more than 100 cottages. 
The first phase of the Ooty project is ex¬ 
pected to be completed by the summer of 
1992 and immediately IGGI will go to 
places like Ycrcuad and Mercara while 
continuing the second phase of the Ooty 
project. In the meanwhile, arrangements 
are being made at locations like Shimla, 
(ioa, Lonavala, etc, lor tie-ups in order 
to have exchange facilities for Ihe benefit 
ol customers. 


APPOINTMENTS 


IKTlii Bast'd Development Support Agency is looking lor 

ASST MANAGER (Ptrsoimtl & Admn) — Person with sound 
know ledge of Personnel & Admn prefera'd. Computer proficiency 
will he an advantage (Stale 22{)()-80-3000-F,B-10()-4()0(); Total 
Salary Rs .3-172 plus lluiising and Group Transport). 

JR EXECUTIVE (Personnel & Admn) — Having good working 
knowledge in Personnel & Admn matters (Scale 
1-»00-S0-I900-EB-60-2500, Total Salary R.s. 289f). 

SECRETARIAL STAFF — Proficiency in shorthand and typing, 
fluency in English, supported with working experience. Proficicn- 
ey in Word Proccs.sor and Data Entry preferred. (Scale 
n5()-iO-1550-EB-5()-2050; Total Salary Rs. 2404) 

All posts carry allowances like Children Education, Medical, LTA, 
PF. Gratuity, etc. 

Apply in confidence within 15 days to 
POST BOX 3037. 

New Delhi - 110 003. 
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ANDHRA PRADESH 

Recurring Patterns 

M Shatrugna 


The choice of candidates by both the Congress(I) and the TDP, 
the two principal contestants in the coming elections, reflects the 
pattern of dominance of different castes in the three regions of 
the State—Rayalaseema, Andhra and Telengana. 


TOBACCO tycoons, liquor barons, civil 
contractors and of course film stars from 
the upper castes, especially from the 
Reddy and Kanima groups, have received 
the major share of Lok Sabha tickets in 
Andhra Pradesh this time. As usual the 
trend was set by the ruling Congress(l) 
when it gave powers to the party’s parlia¬ 
mentary board to nominate the candi¬ 
dates. Though chief minister Janardan 
Reddy had his own share of nominees, 
most of the candidates who had direct ac¬ 
cess to the high command got the tickets. 

Andhra Pradesh with 42 Lxik Sabha 
.seats has eight re.served scals~-6 for the 
SCs and 2 for the STs. I'oi the 34 geneial 
scats, the Congress(l) is fielding Reddys 
(13). Kammas (5), B('s (.S), Rajus (4) and 
Christian (I), the rest being from the for¬ 
ward ca.stes. The ca.ste coinixisition of the 
candidates o( the National Iront (ol 
which the FDP is the ma)or partner) is 
more or less the same with II Reddys, 8 
Kammas, 7 BCs, 2 Rajus and one Musliiii. 
the rest being lorwaid caste people. 

The Reddy community dominates the 
Rayalaseema districts of Chittoor, Cud- 
dapah, Anantapur and Kurnool. This 
rain-starved area is supposed to be one of 
the most volatile regions in the State with 
the Reddy community dominating the 
political and economic scene. Though it 
has produced prominent Congressmen 
like Neelam Sanjeeva Reddy, Damodaram 
Sanjiviah and Kotla Vijayabhaskara 
Reddy, the region has remained econo¬ 
mically backward. For the seven general 
category seats in this area, the Congress(l) 
and the TDP nave each fielded 6 Reddys 
and I BC. The other constituents of the 
National Front have no representation in 
-this region. 

In the politically more articulate 
Andhra region, for the 15 general seats, 
the Congress(i) is Fielding S Kammas, 4 
Rajus, 2 Reddys, 2 BCs, 1 Brahmin and 
1 Christian. The TDP has fielded 6 Kam¬ 
mas, 2 BCs, 2 Rajus, 1 Kshatriya, 1 Reddy 
and 1 Muslim. This regionfwill witness 
Fiercely-fought electoral battles between 
the Congress(l) and the TDP. The Con¬ 


gress(l) has fielded business tycoons like 
Kavuri Sambasiva Rao (Machilipatnam), 
Rayapati Sambasiva Rao (Bapatia) and 
Madduri Subbarami Reddy (Ongole) as 
well as Film stars Krishnam Raju (Nar- 
sapur), Ghattamancni Krishna (Eluru) 
and Jamuna Ramana Rao (Rajahmundry). 
T Subbirami Reddy whose rags-to-riches 
rise is a legend in recent Andhra history 
is being Fielded from Anakapalli where the 
party managed to win with a 9-vote ma¬ 
jority in the last l ok Sabha poll. While 
LJma Gajapathi Raju, the estranged wife 
of P Ananda Gajapaii Raju and a friend 
of the Gandhi household, is being nomi¬ 
nated once again trom Visakhapatnam, 
Ananda Gajapathi Raju who lost from 
Bobbin in 1989 has been nominated once 
again from the same constituency. While 
the coastal region has the nonagenarian 
N G Ranga contesting once again from 
Guntui (much against the opposition of 
the local Congress rank and file), Kasu 
Venkata Kiishna Reddy, a nephew of Kasu 
Brahmanaiida Reddv, former chief minis¬ 
ter, has been renominated from the 
prestigious Narasaraopet constituency. In 
fielding candidates with such diverse 
backgrounds, the Congres.s(I) has evident¬ 
ly decided against taking any chances in 
its clash with NTR against the back¬ 
ground ol the rapidly changing national 
political scenario. As for the TDP, bar¬ 
ring the elder son-in-law of NTR, D 
Venkateswara Rao, wlio is contesting from 
Bapatia, most of the candidates are either 
relatively new to politics or ‘non-glamo- 
rous' individuals from humble back¬ 
grounds. With the exception of industria¬ 
list BoUa Bulli Ramaiah (Eluru) who was 
elected in 1984 but lost in the last Lok 
Sabha poll, the rest of the candidates in 
the region will have to depend on NTR 
for votes. In this region the two ST con¬ 
stituencies. Bhadrachalam and Parvati- 
puram, have been allotted to the Front 
partners, CPI and Congress(S), 
respectively. 

In the Telengana region, which by and 
large has been supporting TDP and the 
other constituents of the National Front, 


the TDP is contesting 7 of the 12 general 
seats, the rest being allotted to the NF 
partners—CPi(l), CPF(M) (2) and Janata 
Dal (2). For these seats, the’Reddys have 
goi the lion’s share of five nominations 
from the Congress(l) and keven from the 
NF, For the rest, the Congress(I) has field¬ 
ed 2 BCs, 2 forward caste persons and a 
Muslim. The NF has selected 2 BC.s, 2 for¬ 
ward caste persons and a Kamma. In this 
region also the Congress(I) has Fielded 
veterans with decades* of political ex¬ 
perience lilK J Chokka Rao (Karimnagar), 
R Surender Reddy (Warangal), M Baga 
Reddy (Medak), Chakilam Srinivasa Rao 
(Nalgonda), G Venkataswamy (i^da- 
palUy and the up-coming liquor tycoon 
T Bala Goud (Nizamabad). The TDP 
once again has settled for ‘non-glamorous’ 
candidates whose electoral prospects solely 
depend on NTR and anti-Congressism. 
While the CPI(M) has once again nomi¬ 
nated the ageing communist Bhim Reddy 
Narasimha Reddy from Miryalguda, the 
CPI has nominated the veteran com¬ 
munist Dharma Bhiksham for Nalgonda. 
From the urban Secunderabad constituen¬ 
cy the Janata Dal has fielded K Pratap 
Reddy, advocate and civil libertarian. In 
the Hyderabad constituency the TDP has 
fielded P Indra Reddy, ruling TDP MLA 
and a one-time radical student leader who 
was interned during the Emeigency, to 
fight the Majlis supremo Sultan Salahud- 
din Owaisi, a member of the dissolved 
Lok Sabha. The TDP, which took a scru¬ 
pulously secular position in the old city 
politics during its entire seven-year rule in 
the State, is challenging Owaisi on the 
issue of secularism. In confrast, the Con- 
gress(l) which had a maioi share in the 
communal politics of the old city, 
especially in the December 1990 riots, fail¬ 
ed to nominate a candidate until the last 
day of filing of nominations as it was fin¬ 
ding It difficult to select a ‘secular Con¬ 
gressman’, preferably a Muslim. Inciden¬ 
tally, this constituency will also see a ma¬ 
jor communal divide between the Hindus 
and Muslims as the BJP sitting MLA, 
Baddam Bal Reddy, is contesting against 
Owaisi on the issue of ‘Hindutva’. Though 
the TDP entry will have a sobering effect 
on the electorate, the Owaisi-Bal Reddy 
battle will further alienate the Muslims 
from the majority community. 

The ‘third force* represented by the BJP 
is contesting 36 seats. Though it has only 
Five ML As in the pre.seni assembly and 
could win only one seat in the 1984 Lok 
Sabha poll (when it was in alliance with 
the TDP) It is likely to adversely affect the 
prospects of the National Front, especially 
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ihr TDP, in a number of Lonstituencies 

this lUnc 

Whik bi). inoncv and muscle power will 
plav a maioi lolt m (he Andhra region, 
the gun will Kill the toast in the Rayala 
sccnia ttgion 1 he portents aie seen in the 
Cuddapah constituency where the Con 
gressd) iniiscltnian Y S Raia Sekhar Keddv 
la fotinci niinistcr who was involved in a 
shooting lasc in the State secretariat 
I leiniscs when he was holding the educa 
lion portfolio) is contesting The polling 
d Jle w.is iniiiallv postponed from May 20 
to 26 as till I lection ( omniission thought 
that lilt lonstitueiicv was ‘supei sensitive' 
and luncc needed special attention It 


AMC)N( I cdusationists as well as people 
at large, there ate no two opinions about 
the rapidiv declining staridaids ol hieher 
education in India Ml aic agieed that in 
the past couple o* gcnciations the qualits 
of teaching and icsiarch and ol srholai 
ship amone tlv academics has declined 
precipitaitl) in most ol the colleges and 
univcisitics ind (h.i( this decline shows no 
signs ol being halted 

in tact the situation may be said to 
have taken a luin lor the worse C)1 late, 
uhivcisilies III the counii> h.ivi shown 
themselves to be inereasinglv incapable ol 
coping with even loutinc adinmistiativc 
chores It has become commonplace to see 
a univeisit) taking si\ months or moic to 
complete an examination and deelaie its 
results Ol two ycao ot more to fill a faeul 
ty vacancy I ven it one ewerlooks the 
reports ot seiioui malpractices which are 
regularls repoiied tiorn most of the in 
stitutioiis of higher education, it has to 
he accepted that the situation in colleges 
and unisersities is dismal indeed 
While there is unanimity about the all 
revund decline in the woiking ot the cot 
leges and univcisities this is not the case 
when It lOtnes to diagnosing the causes 
of such decline A rapidIv incicasing stii 
dent bodv, conibint'd with a significant 
reduction in pei capita outlay on highei 
education b> gosernment in the past few 
years, also a mushroom giowth oi univer 
, sities and colleges and then staffing by 
inadequately qualified and poorly moti 
^Yated faculty a{g sonic ot the reasons 
often cUed lor the present unhappy state 
of affairs Many peisons also attribute it 


yeas later rewerted to the original schedule 
after the 1 DP had protested against the 
change ol dales 

The letengana region will have a new 
set ol problems in the election boycott call 
given by the Peoples’ War Ciroup ol 
Naxahies Unlike in the last poll, the PWO 
has declared that this lime it would 
"implement the boycott call "seriously” 
Ihe boycott call presumably will lead to 
seiious law and order problems, especially 
m the distiicts of khammam, Warangal, 
kareemnagai Ni/amabad and Adilabad 
wheic the PWO has a strong base and 
where the other C Pl(Ml) groups are con 
testing the elections 


to till new 10 1 2 I t pattern ot education 
which was put into clicct in the ccmntiy 
III I he mid st'sentics 

In the mid sevi luios aga n iht govern 
mciit of Mahaiashtra niodiiicd the stiuc 
turcs ol the dilfcrent univcisities in iln 
State By enacting an essentially uiiiloini 
act. It homogenised the workings ol all ihc 
non agricultural univeisitirs in the State 
Ircmicallv, in tcad of toning up the ,ic1 
ministiation ol the univcisities thc.i 
peitoimanic 'iiict then has noticeably 
woiscned 

The act under which univdrsiiie* in 
Maharashtra have been lunctioning loi 
the past IS years abounds in several 
unpleasant features—ranging liom the 
mode ol selecting the vice chancellor to 
a laultily designed division ol power and 
lesponsibihiy among the various organs 
of the univeisity system Not content with 
directly putting its own nominees on the 
various decision making bodies of univei 
Sine'S, the state povemmenl also keeps with 
Itself the final authority in respect ol 
many vital issues, be they Iht tixation ol 
the salaiy ol a nc*wly appointed teacher 
or the granting ot affiliation to an ill 
equipped new college sponsored by in 
fluential parties 

As institutions sustained by public 
funds. It IS appropriate that colleges and 
universities should be accountable to the 
public. Ostensibly, this is achieved by hav 
ing a sprinkling of elcc'ed individuals on 
some ol Ihc university bodies In practice, 
however, the electois m most cases are 
mainly nominated by the government or 


the coiicga managements By holding 
‘elections’ from among a body of largely 
nominated members, not only is the pur¬ 
pose of public accountability not served 
but, instead the university bodies have 
become vi urns of petty politicking and 
horse trading of a very non academic 
natuie It has given rise to a whole new 
breed ot educational manipulators, 
‘mister fix-its’ who have come to dominate 
the working of universities 

burpnsingiy, even with the drawbacks 
ol the present set up so glaringly obvious, 
then have been no concerted effort by the 
parties most affected to rectify the situa 
tion With a couple oi exceptions, must 
ol the student unions and teachers’ organi 
sations have shown no interest in address 
ing themselves to ihn problem and pro 
posing feasible solutions in Ihe circuni 
stances, it was perhaps inevitable that Ihe 
initiative for leform would pass to the 
govcinment The government ol Maha 
rashtid has iccently prepared a compre 
hensivc bill to amend the univcisities acts 
and It may be presented to the state 
asseniblv in thi forthcoming monsoon 
sesMon or whenevci it is considered poll 
ticdllv expedient by the party in powci 

Irom the available inloimatioii, it is 
clear that thi modifications proposed 
tindti ihegovcinmcnl bill arc going to be 
ol dtlail rathei than ol siibstanci Ihe 
niaior difficulties that beset thi univer 
siiics adnimisiialion today as mentioned 
above aie the diftused nature of respun 
sibihiics and authuiity m (often) artificiai 
division of a ptoblem into its academic 
and non academic parts a reluctance to 
caiiv out meanmglul teh'rms in the ex 
ainination system, and so on None ot 
these difficulties an likely to be solved by 
having only 20 members oifSthe academic 
council instead of the piesent 50 ot more 
or by increasing the number of govern 
iiieni nominees m the executive council or 
by a m)ld tinkering with the examination 
system Yet from available information, 
the proposed bill does not go much lur 
ther than this 

it IS undoubtedly true that universities 
and colleges are sufleiing from rapidly 
declining standards ol both academic ac¬ 
tivities and scholarship as well as routine 
admmistiation bor a proper nurturing of 
Ihe first, It IS important that the second 
aspect of the functioning of a university 
be also well looked after Modifications 
111 th( universities acts have to be judged 
only from the limited point of view of how 
they would help in toning up the univer¬ 
sity administration which, in turn, will 
help m improving Ihe academic standards 
of the university Even from this limited 
point of view, the proposed new bill of the 
government of Maharashtra is unlikely to 
achieve much 


Tinkering with Higher Education 

,1 V l>«>sh|>aii<lc 


The moditKdtions pioposed w the Mahdiashtrj government’s bill 
to amend the univeisitics acts in the State deal with matters of 
detail lather than ol substance and will theielore, dchie\e little 
c\en in teinis of toning up the administiatioii of ihe univeisitics, 
not to talk ot raising academic standaids and pcifoimante 



MONEY AND BANKING 

Impact of Disintermediation 

The trends in both deposits of commercial banks and credit to the 
commercial sector 4n 1990-91 showed the impact of growing 
financial disintermediation in the economy. 

THE expansion in supply of money (M,) of growth of non-food aedit was in part 
decelerated both in absolute amount and due to poor industrial sector performance 
in percentage terms in the fiscal 1990 91, and in part due to writing off of agncul 
to Rs I2,n6 crore or 14 9 per cent from ture and othei loans The increase of 
Rs 14,814 crore or 22 2 per cent in Rs 1,429 crort in the net foreign exchange 
1989 90 All the three components of assets of the banking sector was mainly 
M,—currency, demand deposits and on account ol the appreciation in the 
other deposits with Reserve Bank of value ol gold held by the Reserve Bank 

India- shared in the expansion The con following its revaluauon at the mtemational 

tribution of currency at 55 3 pei cent is market price effective from October 17 

almost the same as that in 1989 90 1990, which also had a corresponding el 

However, the absolute increase in ciirren feet on Reserve Bank of India’s net non 
cy during the year at Rs 6 714 crort was monelaiv liabilities which bulged by 
much lower than the incicase of Rs 8,231 Rs ’’ 960 cioie or 43 7 per cent during the 
crore in 1989 90 perhaps due to significant ycai 

widening ol the the balance ol payments The operations of scheduled commciual 
deficit 3 ht rise in demand deposits bv 


\ * 

banks ui 1990-91 was i^acteiniea py a 
subdued expansion in both bank deposits 
and credit and an appreciable increase m 
the banks’ investment. Accretion to bank 
deposits in 1990-91 at Rs 23,754 crort was 
lower by Rs 2,601 crore than the nse of 
Rs 26,355 crore in 1989-90 The ratio of 
demand and time deposits incrementally 
worked out to 61 per cent and 93 9 per 
cent, respectively, as compared to 20 9 per 
cent and 79 8 per cent in 1989 90 (Tkble 1) 
The rate of growth at 13 7 per cent is the 
lowest recorded since bank nationalisation 
m 1969 (Thble 3) This growth might have 
been even smaller but for the smart jump 
of Rs 6,080 crore in deposits during the 
last week of the fiscal year (between 
March 27 and March 29) However, dur¬ 
ing the major earlier part of the year the 
addition to deposits was more or less even, 
averaging about Rs 2,000 crore per men- 
sum Ihi' trend seems to be the direct 
result ol the increasing number of options 
that are available in short and long term 
for deploying funds profitably -such as 
certificates ol deposits (( Ds) for short 


Rs 4,040 crore oi 119 per cent during the 
revins period wa' also sircablv lower than 
that ol Rs 6 217 crore or 22 4 per cent in 



1989 90 Othir deposits’ with Kcscivc 
Bank on the other hand recorded a 
signiticani rise twhidi rnav be reOcctive 
of India s bilatciai trade expansion) and 
contributed lo the moncs supply expan 
Sion during the seat to the extent of 12 4 
per cent In spite of an aicretion to time 
deposits of Hs 22 164 crorc or 15 per cent 
which pushed then share in M, to 64 6 
per lent as eompaieel with 60 6 per »ent 
in 1989 90 expansion in M at Rs 34,300 
crorc oi 14 9 per icnt was lower in 1990 91 
(lablc 1) This growth was t)ie srnallesi 
recorded in the last nine years (Table 2) 

Net bank credit to government expand 
ed by Rs 21,778 crorc or 18 7 per cent in 

1990 91 as compared to a lower expansion 
ol Rs 19,5s2 croii or 13 per cent in 
1989 90 Ihe Reserve Bank ol India and 
the commeicial banks extendcu loans in 
the proportion of 62 4 per cent and 3 7 6 
per cent in 1990 91 as against 66 4 per cent 
and 33 6 per cent in 1989 90 The increase 
in the Reserve Bank’s accommodation to 
the Central govenunent of Rs 13,594 crore 
aj compared to Rs 13,031 crore in 1989 90 
was a record 

The order ol growth in bank credit to 
the commercial sector, on the other hand, 
at Rs 19,552 crore works lower by Rs 3,631 
crore than in 1989-90 Even this order of 
advances is due to the continued buoyancy 
in demand for funds for food procure 
ment operations The decline in the rate 



1990 91 

1989 90 

1988 89 

I9R7 88 

1986 87 

— -- 

-— 

— 


-M- - —_ 


C ompoii nts of M, 

( uriiticv 

6'14 

8231 

4’6S 

S()6S 

3417 


(1441 

(21 4) 

(112) 

(W) 

(13 6) 

Demand deposit 

4040 

6217 

38'’S 

161S 

4060 


(11 9) 

(22 t) 

(16 2) 

(7 3) 

(22 3) 

Other deposit with RBI 

1382 

366 

I6S 

SS 

101 

M| 

12116 

I48I4 

SK0» 

6621 

’S7g 


(14 9) 

(22 2) 

(IS 2l 

(12 9) 

(17 4) 

Tiiiit depi> Us 

22164 

2'» ss 

20620 

1S402 

14717 


(I'iO) 

(18 1) 

(19 ) 

(P2) 

<19 7) 

M, 

343(X) 

3 St,9 

2912S 

220'" 

2229S 


(14 9) 

(19 0) 

(Id 1) 

(117) 

(18 8) 

Sources ol * liange in M, 

Net bank itdil lo 

217-’8 

|9{,tl 

12 71 

12811 

127/6 

aovtinminl see tot 

(18 7) 

(20 3) 

(|S2) 

118 0) 

(218) 

Keservi. Bulk of India 

13S94 

1303) 


702S 

6867 


(18 6) 

(21 7) 

fn”) 

(113) 

(P7) 

(llhei hanks 

KI84 

66fX) 

«S46 

1786 

1909 


(18 8) 

(P 9) 

iP-’) 

(72 7) 

(301) 

Bank eiedit lo eommeieial 

19SS2 

23Ihf 

71687 

12389 

11294 

sectoi 

(13 0) 

(18 2) 

C’O 1 

(13 3) 

(13 8) 

Re seise Bulk ol India 

30S 

1S7 

1141 

877 

363 


(S 91 

(S ’) 

(301) 

(II 0) 

(118) 

Othti 1 inks 

19247 

22926 

20S43 

1.012 

10931 


(H 3) 

tl8 8) 

(70 2/ 

(134) 

(13 9) 

Net I iieign cxeliuife assets 

|429 

8S 

980 

731 

1314 

of hanking sector 

(21 7) 

(1 3) 

(P7) 

(114) 

(37 8) 

Net non monelaiy liabili les 

Of banking sectui 

8486 

S410 

6108 

4096 

3341 


(18 7) 

(13 S) 

118 0) 

(13 7) 

(126) 

Kesetst Hank e>f It dia 

7960 

1930 

2415 

1019 

2183 


(43 7) 

(118) 

(17 4) 

(7 9) 

(204) 

Olhei banks 

S26 

3480 

3693 

3077 

1158 


(19 4) 

(14 7) 

<18 S) 

(18 2) 

(7 3) 


Mote 1 igiiics III biacUi* are penentage variations over the preceding year 
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Year 

My 


Contribution to Growth of Mj (Per Cent) 



(Rs ('rore) 

Net Bank 

Bank Credit 

Net Foreign Currency 

Net Non- 



Credit to 

to 

bxchange Liabilities 

Monetary 



Government 

Commercial 

Afseis 

Liabilities 


Sector Sector 


1980-81 

8,557 

64.3 


65.5 


92 

0.3 

20.9 


(18-3) 

(28.6) 


(18.3) 

( 

- 14.3) 

(4.6) 

(19.6) 

1981-82 

7,068 

76.5 


94.5 


-28.0 

0.5 

43.5 


(12.8) 

(21.9) 


(18.4) 

(■ 

-42.4) 

(6.1) 

(28.2) 

1982-83 

10,442 

44.1 


79.0 


-8.2 

0.2 

15.1 


(16.7) 

(15.3) 


(19.2) 

( 

31.9) 

(3.8) 

(11.3) 

1983-84 

13,031 

44.2 


67.8 


-1.4 

0.3 

10.9 


(17 9) 

(16.6) 


(17.3) 

( 

-10.0) 

(5 6) 

(9.1) 

1984-85 

16,058 

52.6 


67.3 


10.2 

0.4 

30.4 


(18.7) 

(20.8) 


(18.0) 


(99.2) 

(7.9) 

(28 8) 

1985-86 

16,381 

584 


67.5 


1 2 

i.n 

28.1 


(16.1) 

(19.6) 


(15.6) 


(5 9) 

(26.8) 

(12.6) 

1986-87 

22,295 

57.3 


50.7 


5.9 

LI 

15.0 


(18.8) 

(21.8) 


(13.8) 


(31 8) 

(26.8) 

(12.6) 

1987-88 

22,027 

.58 2 


56.2 


3.1 

0.9 

18.6 


(1.5.7) 

(18.0) 


(I3..3) 


(15.4) 

(15.8) 

(13.7) 

1988-89 

29,425 

43.4 


73.7 


.1.1 

0.1 

20.7 


(18.1) 

(15.2) 


(20.5) 


(17.7) 

(6.9) 

(18.0) 

1989 90 

37,569 

52 3 


61.7 


0.2 

0.2 

14 4 


(19.6) 

(20 3) 


(18.2) 


(1.1) 

(5.4) 

(13 5) 

1990-91 

34,300 

63.5 


S7 0 


4 1 

0.1 

24 7 


(14.9) 

(18 7) 


(1.101 


(21 7) 

(1.7) 

(187) 

Note. Figures 

in brackets are percemage vaiialions over 

the [iievious year. 



Tabi-I 4. 

Oi*i R \rio.Ns (,i 

Ss iiri)iii to C 

.'oMMt lAl 

Banins 










(Ks trorej 




1990 91 

1989 90 

1988-89 

1987 88 

1986-87 

Aggregate deposit*' 


21,754 

26.355 

29,115 

15,321 

17,120 




(117) 

(17 9) 

(24 7) 

(14,9) 

(20 1) 

Demand deposits 


1.459 


5,516 

?.674 

1.020 

3,6|s 




(4 4) 

(19 8) 

(17 9) 

(5 3) 

(23 2) 

Time deposits 


22,2ys 

20,8.19 

21,441 

14,302 

1.1,705 




(1-5.9) 

(14 9) 

(21 9) 

(17.1) 

(19 6) 

Bank ctedit 



12,788 

16,080 

18,814 

7,228 

7,240 




(12.1) 

(18 0) 

(26 7) 

(11.4) 

(12 9) 

Food cicdit 



2,702 


1.070 

1,413 

2,914 

411 




(144 7) 

(140 1) 

( 64 5) 

( -57.1) 

(-78) 

Non food credit 


10.086 

14,990 

20,247 

10,142 

7.67) 




(9 7) 

(16 9) 

(29 6) 

(17 4) 

(15.2) 

Investmcm 



11.016 

1 

1,894 

9,186 

7,922 

8.028 




(17.1) 

(16 0) 

(19 8) 

(20 5) 

(26 .1) 

Balances with 

RBI 


7,050 


4,522 

4.2.56 

3,275 

1.328 




(26 7) 

(20 «) 

(24 1) 

(22.8) 

(.10 1) 

Cash m hand 



72 


58 

196 

132 

47 




(4 1) 


(3 4) 

(.10 <) 

(11.2) 

(4 2) 

Credit-deposit 

ratio 








Aggregate 



59 9 


60.8 

60 7 

59 8 

61 0 

Incremental 



5.1.x 


61 0 

716 

47.2 

41.8 

Non-tood credit deposit ratio 







Aggregate 



57 6 


59 7 

60 2 

57.9 

56 7 

Incremental 



42 5 


.56 9 

69 5 

66.2 

44 3 

Investment-deposit ratio 


.18 1 


37 2 

37 8 

39.4 

37.6 

Cash-deposit ratio 


17 9 


16.2 

16 0 

161 

15 1 

Borrowing from RBI 


4,1.11 


-182 

2,467 

460 

3.19 



(102.3) 

(- 

4..3) 

(140 7) 

(35,6) 

(35.5) 


Notes: (1) C'ash-Jcposii riliio is defined as the tatio of cash in hand and balance with RBI to 
aggregate deposits. 

“ (2) Figures in brackeis are percemage variations ovci the previous year. 


Table 3t Tremd ORCMmi of Scheduled 
C oMMERaAL Banks* Deposits and Credit 


(PereeiU) 


Vbar 

Scheduled Commercial Banks 

Deposits 

Credit 

1969-70 

15.9 

16.9 

1970 71 

17.5 

18.0 

1971-72 

20.3 

12.4 

1972-73 

21.6 

16.2 

1973-74 

17.3 

21.0 

1974-75 

16.6 

18.4 

1975-76 

19.7 

24.1 

1976-77 

24.1 

21.1 

1977-78 

26.4 

13.4 

1978 79 

21.6 

19.1 

1979-80 

17.6 

21.0 

1980-;!! 

19.6 

17.8 

1981-82 

15.1 

17.0 

1982-83 

17 4 

19.6 

1983-84 

180 

16.3 

1984 8.5 

19.2 

18.5 

1985-86 

18.2 

14.5 

1986-87 

20.3 

12 9 

1987-88 

14.9 

11.4 

1988-89 

24.7 

26.7 

1989-90 

17.9 

18.0 

1990 91 

137 

12.1 


leriti and the mutual fund schemes of 
various financial institutions. As a.sequel 
to this lower expansion in deposits the 
Reserve Bank had to come to the rescue 
of bank.s to the tunc of Rs 4,131 crore 
during the year. 

The lalling trend in bank deposits 
togcihcr with RBI’s directive to banks to 
keep the incremental non-food credit 
deposit latio at 60 per cent forced the lat- 
tci to keep a strict vijil on their lending 
portloho during the vcai. However, the 
growing disintermediation with com¬ 
panies accessing the market directly as 
well as improved internal accruals al.so led 
to a decrease in the demand for credit by 
the corporate sector during the year. 
Hence the expansion of bank credit was 
very much subdued at Rs 12,788 crore as 
against Rs 16,080 crore in 1989-90. How- 
evci, there was a sharp rise in food 
procurement credit by—Rs 2,702 crore 
against Rs 1,090 crore in 1989-90. 

The deliberate slow down of credit crea¬ 
tion resulted in higher investment by 
banks during the year. Addition to banks’ 
investment in government securities at 
Rs 11,016 crore or 17.1 per cent in 1990-91 
was higher than Rs 8,894 crore or 16 per 
cent in the previous year. 

The non-food credit expansion of 
Rs 10,086 crore or 9.7 per cent was meagre 
as conipared to Rs 14,990 crore or 16.9 per 
cent of last year. The resultant incremen¬ 
tal non-food credit-deposit ratio was only 
42.5 per cent in 1990-91 (compared to 56 
per cent last year) and was below the norm 
of 60 per cent fixed by the Reserve Bank. 
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ASSAM 

Appropriating Sri Sankaradeva 

Kamanipee 


Why this desperate attempt by the pan-Indian cultural 
estabhshment to ‘Indianise' Sn Sankaradeva, a figure considered 
by the Assamese people as the quintessential svmbol of Assamese 
nationality? 


THE recent ‘National Seminar’ on Sn 
Sankaradeva (circa 1449-1568), the great 
religioiu reformer of Assam viewed as a 
consolidator of the Assamese as a people 
giving a distinct identity to the language 
and culture of the people tnhabiting the 
Brahmaputra valley and some areas 
beyond to the west, presently in northern 
Bangladesh and West Bengal, organised 
jointly by the Sahitya Akademi and the 
Forum for Sankaradeva Studies at the 
Rabindra Bhavan in Guwahati (January 
29-51) has had, perhaps inescapably, also 
an implicit political contenl The very 
holding of such a ‘National Seminar’ on 
the life and work of one who tor long has 
been relegated to an obscure footnote (if 
at all) in the intellectual history ol the 
country as written by most pan Indian 
scholars (with a few honourable cxcep 
tinns) at a time when voices are being 
heard seeking to distance ‘Asom’ fiom 
’India’ to the extent of pressing for a 
‘Sovereign Asoin’ is surely signilicant 

The burden of the scholarly papers read 
during the seminar and the vaiious 
polemical inteiveniions was that Sn 
Sankaradeva, who is quite rightly viewed 
by the Assamese speaking people of the 
Brahmaputra vallev (henceforth referred 
to as the Assamese people) as the person 
who gave them their very identity as a 
people, who used the Assamese language 
creatively and consolidated its idiom, was 
actually a pan Indian Figure who never 
thought of himself a' 'Assamese’, but only 
as an ‘Indian’, or more precisely, as a 
‘Bharatavasi’ 

Such attempts at appropriation of a 
figure consideted by the Assamese people 
as the quintessential symbol of Assamese 
nationality by the pan-lndian cultural 
establishments have come in the context 
of the assertion of an exclusivist Assamese 
nationalism seeking sovereignty for the 
‘people of Asom’ (in wnich category is in 
eluded not merely the Assamese people 
but several other strands ol people in 
habiting the region) The most notable 
exponent of this line of thinking is the 
self-confessedly revolutionary and seces- 
siomst outfit, the Umted Liberauon Front 
of Asom (ULFA) Fbr, for several decades, 
indeed centuries, the significance of Sn 


Sankaradeva as the theoretician and pro 
punent of the reformed form ol Hinduism 
in Assam, thus weakening the strangle 
hold of pricstciaft on caste Hindu 
Assamese society and assisting in the con 
solidation of the Assamese as a people, 
transcending to the extern possible the old 
caste barriers (though still within prescrib 
ed limits), corresponding to similar refor 
mist movements within the Hindu fold 
around the same period (14 16 centuries) 
in several other parts ol the country, has 
hardly been recognised Indeed, even the 
name ol Sri Sankaradeva is little know n 
outside specialist circles among whom his 
achievement marked merely a marginal 
footnote as it were in ihc evolution and 
consolidation of the leformist Bh>l< 
movement in most pans ol the countiy 
Even now it is not uncommon toi persons 
from outside the region to claim acquain 
tance with Sn Sankaradeva, solemnly 
maintaining that actuallv contraiy to what 
people in Assam think he aeiuallv 
belonged to Kaladv in Keiala and not to 
Assam 

fliven such peueptions outside the 
State It was a pleasant surpiisc that one 
ol the highest symbols of pan Indian 
intellectual establishments, the Sahitya 
Akademi, should loin hands with a 
decidedly humbler cultural outfit in the 
State, the forum foi Sankaradeva Studies 
(whose formation and modest attempts to 
propagate Sankaradeva’s ideas is only one 
ol the many signs ot the deep and abiding 
commitment of the most Assamese of 
concepts and alfitmaiions to seek a pan 
Indian identity) and hold ihc ‘National 
Seminar’ Scholars were drawn liom 
several parts of the country, including 
distant Keiala, every one of whom was 
rather self consciously adulatory about 
Sankaradevas work Considering the 
virtual absence ot translations ol 
Sankaradeva’s works— the first and only 
tiaiislation of Sankaradeva’s Kirtana 
Ghosha by Sii Chandrakanta Mahanta, 
a truly voluntary labour of love and devo 
(ion With no support to m any pan Indian 
establishment, was published only a few 
months ago and has eceived no notice 
even within the State—one wonders how 
the scholars many of whom could not be 


presumed to be fainihgr the language 
of the corpus (or even with Brajavali 
Bhasha, the language that is now being 
claimed m some nrcles to have been ac 
tually the language ot Sankaradeva, 
another attempt at appropnation into 
which one need nut go here) could have 
been so eloquent about the truly ‘Indian’ 
dimensions of his life and work 
It IS true that Sn Sankaradeva did not 
view himself as espeeially ‘Assamese’ 
There is no reference in his works to 
Assam’ or any of its derivatives- 
concepts that were to ac quire curiency and 
political meaning long after Sankaradeva 
He himself is known to have celebrated 
in several passages his commiim>.nt to 
Bharatavarsha Viitually every speaker 
during the semmai referred with great 
satisfaction to the well known passage 
about him by his disciple Madhavadeva 
where Sankaradeva is described as 
acknowledging with thankfulness his 
Indian identity 

Dhanva dhanva kililal 
Dhansa naiatanu hhal 
llhauvj dhinva bhaiai'i banslic 
though one ol the interlocutor was 
naughty enough to wonder whciher 
Sankaradeva had been aware of any other 
tiiliiy apart fioni Bharata to thus invest 
such staunch admiiaiioii tor Bharata with 
some discriminating flavour 

But the question remains Why this 
desperate attempt to appropriate 
Sankaradeva since in \ssani itsel‘ there 
has been no move to view him in ex 
clusivist terms’ On the coiitiary almost 
everything wnilcii by Assamese scholars 
on Satikaiadcva empliasiscs the pan 
Indian harasic' ol his personality and the 
pan Indian significance of his work, 
though tinged with some regret that these 
aspects of his personality and woik have 
noi teceived due recognition outside the 
region The fact that Sankaradeva travel 
led in tnaiiv parts ol India outside the 
Ahoni kingdom and the koeh kingdom, 
both ol which he stiaddled and was in 
lluciieed bv ind in turn influenced the 
philosophit al thought ol othci figures of 
the Bhakii movement does not in the least 
take away the essentially Assamese 
chaiactei of Ins life and woik Alter all 
he welded togethei what may be called the 
Hindu Assamese personality liberating it 
from the clutches of priestcraft, under 


SnbacriptioB Numben 

Subsaibers are requested M> note their 
Subscnptioii Numbers mentioned on the 
wmppcTS and quote ihese numbers when 
correspondmi with the circulation 
department 
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fining the possibility of direct communion 
with god (in his case Vishnu and his 
manilestdiions) and preached what has 
come to be known as ekasaranadharma, 
the lelieion of siirrendti to one god All 
these eltmtius have gone into the making 
ol tin. distinit and idcnlifitblc Assamese 
person lilts one ol the many ‘irands that 
hast aonc to the maknu ol tht Indian 
personalilv ol which ii is a pail ind ssith 
whii li It h IS been co cvstiiig in i ii lalion 
ol creatisi harmons and tension loi 
ctniinics 

[ ikt othci naiioii ilitics o' Indi i that is 
Bharat tht Assamese n ition iliis too has 
a cleat and distinct pcisonahis ssith i 
basis III language a ssoilcl > leve ind a viev 
t)f man and his iclaiion hip ssiili Ins end 
which arc all iimeiuc lei Assam 1 he most 
obviini vsasolpivinj iiihute lo his son 
of Assam CM II it 11 w IS bcini* clout In the 
pan-lndiin cnliutal est tbli hiiunts would 
have been loacknen'ledge tin is'n while 
being liuls pan Indian he ss i|vo 
quimcsscnlialls Assaiiics 

But ihe uige lo Indian' e esi n pt ison 
who do noi leqinie iii\ in h to nieiu 
tieatmeni is appaientls lun ceintii td cuils 
to the pi letilioneis ol Hineiiils I Itii tli 
burden ol mans ol titc pipcis n m dui 
mg the seminal and evi n niou so ol the 
summings up at \auous se'^si ms ap 
pcared to be oppressive Is In iit upon on 
driving home tin point th ii S inkatadcs t 
weas a pan Indian ligiiii wlinl In un 
dcnibtedlv was altro i lo the cselusitm 
of Iht Assamese itob Iroiii whieh hi-. 
Indian sensibihts leieivtd ic- iioiiiishmcnt 
and ideeilogical inspiiation 

Such luai bullsine kind o' attcnipis lo 
appinpiiatc even the most cspinil and 
poweeilul svmbols ol vibraiii uitl living 
regional culture' inlo a suptrimposcd 
Indiari idcniiiv liom aboM nc noi likclv 
to aitvance the liiciiaii c him one bn 
Indeed Ihirt w is i Itcling iitioui mmv 
who patientls sat thiough the lliici cln 
seminal that alter takim iw<e\ the natural 
lesouiees ed the itgion (lea petiole uni 
umbel and ihc lift) and c\|>loitiiu tin tn 
foi the ennchmciu ol India the Indian 
establishment ha now bent iipoii taking 
away and making its own tin is soul t>i 
Assam, seeking to divcsl the people of 
then piidt and the vers ‘reason foi then 
existence’ 

Such appropiiation is not only not 
necessaty. but is also not desirable even 
fiom Ihc requiiemcnts of attnming the 
State’s and the peoples enduimg md m 
dissoluble hnf s with India 11n taei is 
that such a pan Indian personality i> 
emerging even in As' mi albi ii gr letiiai 
1>, not beeaust but despite suih efiotts 
Howevei such intelleetual aisi'it MVencss 
and arrogance may letnid ii n advance 
Ihc process • 
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Press on Ayodhya ‘Kar Seva’ 

Aag^ar Ali Engineer 


The Press Council of India’s two reports on the press coverage of 
the events in Ayodhya on October 30 and November 2 in some 
newspapers are harshly critical of such biased journalism. 
Laterally, they also draw attention to the issue of ‘editorial 
activism’. 


THE ‘kar seva’ on October 30 and 
November 2. 1990 attracted nation-wide 
attention. The language media, specially 
the Hindi press showed almost religious 
zeal in reporting the event. The Press 
Council of India taking note of the extra¬ 
ordinary biases which crept into the repor¬ 
ting of the event set up a five-member 
committee to hear complaints and prepare 
a report. This committee produced two 
sets of reports: a majority report and a 
minority report. The majority report was 
produced by N K IVikha, N R Chandran 
and Satish Khurana whereas the minority 
report was signed by K Vikram Rao and 
P Raman. It must be said that both the 
reports agree on the essentials but there 
is difference of emphasis. The minority 
report is harsher on its judgment on 
reporting in the Hindi press whereas the 
majority report has been harsher on the 
government of UP for its curbs on the 
press. The minority report while not ap¬ 
proving of these curbs by the government 
also tries to understand extraordinary 
situation under which they were applied. 

Based on these reports the Press 
Council passed a resolution in its meeting 
held at Thiruvananthapuram (Kerala) on 
January 21-22,1991 censuring four Hindi 
dailies Aaj, Dainik Jagran, Swatantra 
Chetna and Swatantra Bharat. The Coun¬ 
cil fell that these papers had shown “gross 
irresponsibility and impropriety, oflen- 
ding the canons of journalistic ethics, in 
covering the events relating to the mandir- 
masjid issue on and around October 30, 
1990”. The Press Council also expressed 
“concern over the authorities taking 
recourse to punitive and preventive action 
in excess of the demands of the situation”. 
The Council also “deplored the action of 
the authorities of government of UP in 
invoking provisions of non-existent press 
(Objectionable Matters) Act, 195f, and 
misapplying provisions of the Press and 
Registration of Books Act, 1867, in sup¬ 
pressing freedom of the press”. 

In fact the complaints about 
misbehaviour of the press had been receiv¬ 
ed from various States but the Press 
Council limited the inquiry to two States, 
UP and Bihar, “as they constituted the 
main theatres of action in the matter”. In 
its first round the committee held public 
hearings at Agra on Novemba 21, 1990, 


at Lucknow on November 22-23,1990, at 
Varanasi on Novembet 24, 1990 and at 
Faizabad on November 25, 1990. It also 
separately heard the UP chief minister, the 
chief secretary, the home secretary and the 
information secretaiy at Lucknow on 
November 26, 1990. The members also 
visited Ayodhya on November 25, 1990 
and went round the various spots related 
to the incidents of October 30,1990, and 
November 2,1990 including the disputed 
shrine, ‘shilanyas’ site, Maniram C'havni 
and the Saryu bridge. In the second round 
the committee held public meetings at 
Ranchi on December 3-4,1990 and Patna 
on December 6,1990, where it also heard 
the chief minister, the chief secretary and 
other top officials of Bihar. 

The UP chief minister Mulayam Siiigh 
Yadav named thicc Hindi dailies, Aaj, 
Datmk Jagran and Swatantra Bharat for 
inciting communal passions and the Bihar 
chief minister complained against the 
solitary papei, Aaj for its slanted repor¬ 
ting. The director oi information and 
public relations, liP, however, named an 
additional paper Swatantra Chetna of 
Gorakhpur and Lucknow. 

The majority report points out that 
Aaj, Kanpui. gave veiy provocative 
headlines about the events on November 
2, 1990 in its issue of November 3; 199(1. 
Aaj headline read Nihatte Ram Bhakion 
ko Gher kar Chanton l'iring—200. 
Moray. Kartik ke San parv Per Khovn Se 
Nahayee Ayodhya, Jalianwala Bagh 
Kaand Beuna Pacta (Hours of Firing on 
Unarmed Worshippers of Ram Aftei 
Rounding Them Up—200 die, Ayodhya 
Bathed in Blood on Kartik-day Bath. 
Jalianwala Bagh episode becomes petty 
against this). This paper's edition of 
October 24, 1990 carried an item under 
the headline, ‘Mir/apiii Jail Mein Ram 
Bhakton Ko Ghodey Kee Lecd Khilayee 
Jaa Rail! Hey' (The worshippers of Ram 
are being fed horse dung in Miuapur 
Jail). 

The Agra edition published an evening 
bulletin with the headlines, 'Ayodhya 
Mein Firing, Samkado Hatahat, Sarkar 
Dwara, Mritak Sankh\a Panch Batayee' 
(i e. Firing in Ayodhya, Hundreds Injured, 
Denial by Government, Gives out Figure 
of Dead as Five). The Lucknow edition 
of November 2,1990, carried a headline. 


’Shu "Se' Adhik Lasmt akryu mem 
Mnkee GayerT (More Than 100 Dead 
Bodies Thrown into River Saryu). "The 
same edition announced in the same i«ue 
that armed ‘kar sevaks’ would now be 
pressed into the movement. A special 
report carrying a list of missing persons, 
released by the VHP, was published with 
the headlines, ‘ Yadi Balidan Nahin Huye, 
To Kahan Caye Ye 307 Kar Sevaks' (If 
There Were no Sacrifices Then Where Cttd 
These 307 Kar Sevaks Go?) in its issue of 
November 1, 1990. The paper’s Bareilly 
edition cairied headlines, much more ob¬ 
jectionable, which ran 'Hathiaron Se Lais 
Ho Kar Hi .Ayodhya Ayen', ‘ YP, Mulayam 
Ko Kiitton Se Nuchwayen’, 'Advani 
Mughallay Mem Na Na Rahen Ki 
Musalman Kamzor Ya Buzdil Hein' 
(Come to Ayodhya Only After Being 
Armed, VP Should Have Mulayam Torn 
by Dogs, .Advani Should Have no Illusion 
that Muslims are fcither Weak or 
C ovvards) Dainik Jagran also published 
some such items in its Bareilly edition. 

The Council’s report says that the 
Ranchi edition of Ihe Aaj dated 
October 26, carried a screaming headline 
'Ayodhya Mem Ram Mandir Toda Guya' 
(Ram Temple Broken in Ayodhya'c i'he 
report also points out that the news under 
this headline did not mention this fact. It 
only said that the canopy standing over 
the ‘shilanyas’ site had been damaged and 
an idol in the pit had been removed. The 
Patna edition ot the paper reported that 
the VHP general secretary Ashok Singhal 
was hit by bullet on October 30 and 
cairicd a poem which called the then 
prime minister a progeny of Jai Chand 
and likened him to Ravan. 

It IS also interesting to note that dif- 
feient editions of the same paper ran 
widely varying accounts of the same 
event For example different editions of 
Aaj gave different Itguies of casualties in 
their different editions from different 
places Varanasi; 100 dead; Ranchi; 
400-500 dead and injured; Agra; 100 
killed; Kanpur; 2(K1 killed; Bareilly; 500 
killed 

Commenting on this the resolution of 
I he Pre-.s Council says that “Spreading 
jianic and confusion in an already tense 
and polarised situation was dangerous to 
a laiilt in adding fuel to the fire!’ 

According to the Press Council report 
the Damik Jagran, I aicknow, published in 
its special bulletin in the afternoon of 
November 2, that “one hundred ‘kar 
sevaks’ had died on the spot in in¬ 
discriminate police filing on Ram 
Bhaktas” Ihe figure was reduced to 32 
in the legular morning edition of 
November 3. On November 18, it carried 
an item set in double column with the 
heading “Shri Ram Kranti Brigade Agle 
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Math Tbk Mutaym Ke Hoath Pair Kaat 
Da^r (Shri Ram KnaU Brigade Will Cut 
off Hands and Feet of Mulayaro by Next 
Month). Worse, the item was based on an 
anonymous letter which also said that a 
thousand police and army personnel who 
are Ram ‘bhaktas’ were leaving their jobs 
and would support the brigade’s activities 
The same paper, in its issue of November 
15. wrote in a report spread over foui 
columns that the chief minister Mulayam 
Singh was very angry that not enough 
bullets were fired on the unarmed ‘Ram 
bhakt kar sevaks’ at Avodhya during the 
past few days A sub-heading said that the 
police was not in favour of firing at the 
unarmed ‘kar sevaks’ 

This paper also published from its 
Fairabad bureau a report across alt eight 
columns which said ‘Har Caon Ko 
Avodhya Maan Kar Sangarsh Karen’ 
(Consider Every Village Ayodhya and 
Fight) It also published in headlines, 
'Ram Mandir Ke Live Dai Lakh Ka Dasta 
Ladakou Banega' (Icn lakh Strong 
Militant force Shall be Raised for Ram 
Temple) 

Swatantra Bhatal, lucknoss, leporicd 
the incident of November 2 wiih these 
headlines “Nihatle Kar Sevakoii ko 
Bhoon Daia 100 lak ke Marne kee 
Aashanka 25 i ashen Baiamad Ha/aron 
Cihayal” (Unaimtd ‘kai Sevaks Mas 
sacred, Lip to One lluiidied killed, 25 
Bodies found, I housands Wounded) In 
the story, the paper icirortcd that 
anvwheie beivdcn 50 and UK) [xople were 
feared dead ft also gavr otlni figures 
from different souicc' tlu St uc - honu 
secretary- 14, news agencies 15, BUt 
coritspondeiU who had rtliiriied ftoin the 
spot—bet weeii 50 and 50 

The c otiiicil report coinmciils 
"Though the papc*i was lair in going 
figures from several sources including the 
official. It gravely cired oi thought it 
affordable to be callous in putting the 
figure of one hundred iiybold headlines 
In ordei to avoid sensationalism paiti 
culaily when the atmosphere is emotional 
1> surcharged, it is always advisable to sav 
‘at least 50 killed’ instead of saying ‘up 
to 100 killed’ 

Swatantra Chetna of Ciurakhpur went 
even furthei It had originally published 
a figure of 15 dead on November 2 in a 
epeaal bulletin that afteinoon, but at the 
last moment ‘1’ was inserted by hand to 
make It IIS The item remained credited 
to the news agenc 7 ‘Univaru’ even after 
this change. This was not only irrespon¬ 
sible but also unethical This paper also 
carried a news item under the heading 
'Gorokk Nath Mandir ke Gate Par Kabza, 
Sadhuon Mem Dahikat, Mandtr Ke 
Pramukh Dwar Par Vnvdht Jhande 
Phahraye Gaye' (Gate of Gorakh Nath 


Ibmple Sbi/ed, Ibtrdr AmtHig MniMua, 
Opponents’ Flags UnfurlKl at Main 
Gate). 

This news was contradicted by the tran- 
ple sources. The Council report commen¬ 
ting on this news item says, “It may be 
noted that this shiine is headed by 
Mahant Avaidya Nath, MP, who is the 
chairman of the Ram Janmabhoomi 
Mukti Yagna Samiti Therefore, such a 
news had a very serious implication from 
the communal and political point of view 
It should not have been published without 
confirmation at least from the temple 
authorities But no such caic seems to 
have been taken by the papei" 

Besides these papers there were some 
other papers whose lole was also not 
beyond repioach Ihcsc papers whom 
either authorities oi some members of the 
public criticised weic (>andi\ (Varanasi), 
Janavatia (Vaiana,i), Awaz i Mult 
(Varanasi), Amur L lula and runziem 
(Patna) 

After taking stock ol the role of these 
papers the report goes on to recommend 
“that the ('ouiicil may cvpicss deep 
displeasuic and serious concern at the 
above mentioned lolc of a section ol the 
press 111 two Stales, panic ulaily ol the 
multi edition papers ot UP which com 
mand widespread ciiciiiaticm, thereby in 
flucncing the opinion ol a large section 
of people in the Stale Ihc' may be 
reprimanded foi this The ( ouncil mav 
also issue an appeal to all newspapers and 
newspeisons to sliutly and faithliilly 
adhere lo and carry on the noble Itadi 
tioiis ol the Indian mess to maintain the 
highest standards ol lice, lair and obicc 
live lournalism (iiiiicularlv dining llu 
peric'ds ot national ctisis and conintiiiial 
and social sliifc' 

Ihe subcommittee report, howcvci, 
also acknowledges the positive role played 
bv these papers eondeinned above 1 hesc 
papers informed the jicople ol th* 
developing situation and also Ion warned 
the authorities about what was m the id 
fing Aar, for example, was fiisi to icpori 
that the canopy at thc’shtlaiiyas site had 
been surreptitiously icmoved Ihcicby hui 
ting the feeling ol and causing unicsi 
among the protagonists of the movement 
Dainik lagran and othci papers lepoiied 
the movement towards Ayodhya ol a huge 
numbci of ‘kai sevaks when the State 
government had dcclaiedlv choked all 
means of transport anJ bloi ked all pas 
sages to them and alerted the author ities 
about the possible trouble on November 2 
by reporting an inteiview with Ashok 
Singhdl 

MiNORin Ripori 

The minority repot t is even moie 
critieal of the role of these dailies It goes 


ri’aw 
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nalists seem to have totally flidled to main¬ 
tain their integrity as responsible media 
persons They obliterated the borderline 
between their personal affiliations and the 
right to know of the society as a whole. 
Representatives of several social and 
cultural organisations in the course of 
their evidence pointed out that the editors 
of some dailies had deliberately tried to 
paint the picture that every Indian is a 
Hindu, and every Hindu a ‘Rambhakt’. 
1 hey ewen prcfcried the word ‘Rambhakt’ 
to ‘kai sevaks"’ 

The report also draws oui attention to 
whai It calls ‘editorial activism’ where the 
editors behaved as if they were part of the 
Ram Janmabhoomi campaign borne of 
them even helped ‘kar sevaks’ to find their 
way to Avodhya by letting them use press 
passes 1 he report also points out that “an 
ediloi was alleged lo have used his press 
lacilities to smuggle m Ashok Singhal (the 
editor, however, denied it) Some cited the 
case ol an editor of I ucknow Hindi daily 
coming out of Avodhya complex on 
OctolK’r 50 shouting ecstatically “kar seva 
has begun’ ()ne senior editor wa' alleged- 
is directing the ‘kar sevaks' ’’ 

Not only this, some editors partii ipated 
III the VHP rallies and made provocative 
speeches Some editors were even ariested 
lor making inflammatory speeches at the 
VHP rallies Some coriespondents were 
allceed to have acted as the VHP 
missengeis Ihe minority report then 
comments ‘ Wc do not want to pass a 
judgment on these charges But»even if 
there is an iota ol truth in these allega¬ 
tions, It calls for sctious concern for all’’ 
In view of all this one has to seriously 
debate the possibilities and limitations of 
Ihe role ol punt media Ireedom of the 
press IS absolutely essential tor function¬ 
ing ol a political democracy but then this 
Ireedom is also likely to be misused by the 
pimt media in times of ciisis, especially 
it the CIISIS pertains to the religious faith 
of newsmen either editors or reporters 
V\ hat limitations ot the media are in such 
a 111 ,IS situation can be seen from the 
Press ( ouiicil report 
f an the Ireedom of the press then be 
absolute and untrammelled'^ Ixvoking at 
what happened during the Ayodhya crisis 
one >an hardly say yes to this question 
One may not deliberately violate press 
freedom but emotional involvement in a 
crisis situation can certainly blind a per¬ 
son to thv othei side of the tiuth It is a 
fact that on Ram Janmabhoomi question 
the feelings of a large section of Hindus 
in the north were running very high and 
some mediapersons did belong to this sec¬ 
tion In fact they did identify themselves 
with ‘Rambliaktas’ and ‘kar sevaks’. 
Perhaps they could not help writing what 
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them. Perhaps their genuine feeling was 
that the authorities were not permitting 
the Hindus to fuini their religious duties. 
They perceived the authorities as highly 
repressive. 

Each religious group has not only its 
own interests but its own perceptions of 
social realities. These perceptions do get 
reflected in reporting also. But this one¬ 
sided perception of the truth, however 
genuine for the percciver, may be seriously 
objected to by the other groups and thus 
may lead to conflict and tension. So as 
long as truth or perception of it ts relative, 
freedom of the press will also remain 
relative and not absolute. 

ExmsiVt CURRS 

The Press Council sub-committee not 
only looked into violations of norms of 
reporting by the newspapers but also went 
into allegations of excesses committed by 
the authorities m putting curbs on 
newspapers and newspersons. The icport 
has come down heavily on the authorities 
loo. According to the sub-committee 
report the complaints and allegations 
against the authorities were of two types. 
Chte, the government creating obstacles in 
the coverage of events; its officers not 
being available or not being communi¬ 
cative and cui few passes being denied or 
not being honoured by the police and 
deliberate disinformation being spread to 
the authorities. Two, pre-censorship being 
imposed, newspapers being pieventcd 
from being published, printed copies 
.seized or not allowed to be transported or 
distributed, journalists being arrested, 
newspaper hawkers being beaten up and 
maltreated. 

Most of the newspersons complained lo 
the committee about access to the news 
sources being blocked by the authorities. 
On the crucial days of October 30 and 
November 2, newspersons were prevented 
from teaching spots of action. Whatevei 
was published regarding the incidents of 
these days was the result of then entei- 
prise which they undertook at great per¬ 
sonal risk. The report makes ihe follow¬ 
ing observation in thus context. "Wc have 
already made an observation about the 
utter failure of newspapers in exercising 
discretion and restraint in presenting facts 
and figures in respect of the happenings 
of Oclobei 30 and Novembci 2 at 
Ayodhya. This failure cannot be con¬ 
doned. Rut it also needs to be examined 
as to what extent the authorities weic 
responsible for this and whether they 
made any conscious effort rcc)uiicd of 
them on such grave occasions to inform 
the press and the people voluntarily, 
quickly and adequately, and in time to 
catch editions!’. 


the basis of evidence that no pre^ ar¬ 
rangements were made by tlw authorities 
in that direction and not tmen a press 
camp was set up by them in Ruzabad. llie 
result of all this was that rumours had a 
field day in the absence of any ofndal 
briefing. No government officer was 
available to the press at Ayodhya at the 
time of these happenings to say what 
exactly happenea. The autnorities either 
kept quiet or adopted a totally negative 
attitude towards the press. They did not 
allow, the press persons to see the extent 
of damage to the shrine. Even the press 
conference scheduled at 4 pm on that day 
by the commissioner of Faizabad was 
cancelled without notice. 

1 he authorities also, seized copies of 
newspapers. The special bulletins of 
lucknow papers were quickly seized and 
the home department asked district 
magistrates all over the State lo see that 
such news did not reach people but no 
clear instructions or guidelines were given 
lo them as to how this was to be done. The 
Press Council report feels that "Some of 
the methods lesorted to by several district 
administration were not adopted even 
during the Emergency when Fundamental 
Rights had been suspended and censor¬ 
ship clamped by a specific notification!’ 

Both in UP and Bihar police officers 
went to newspaper offices in the evening 
on November 2 and the night of 
November 2-3,1990 and asked journalists 
on duty to show them the negatives and 
(he plates of the matter being prepared for 
publication. If journalists refused to 
oblige plates were seized and even 
destroyed. Bundles of mofussil editions 
which were already printed were either not 
allowed to leave or were seized inside or 
outside newspaper offices by crude ap¬ 
plication of foice. At Allahabad, the 
police forcibly stopped printing ot the 
paper in a press. A similar complaint was 
made at Varanasi. 

However, the minority report takes a 
somewhat lenient view of the action by 
authoiities. According to this report an 
ailcmpt was made lo "verify this point 
over and again at all .sittings. District 
officials at all places look the stand that 
they never tried lo interfere with the free 
functioning of the newspapers oi to ter¬ 
rorise the staff. But most oi them admit¬ 
ted that the local police had gone to some 
newspaper offices to find out what was 
being put out foi the next day. After 
careful examination, we have come to the 
conclusion that on the crucial night 
measures were not intended to terrorise 
the staff into submission or as a punitive 
measure but to find out what was being 
printed. The Jagmn representative at Agra 
said that when they told the police (hat 


printed, they left” 

< The minority report has uken slightly 
different view about the administrmion 
creating obstacles for newspersons. It goes 
on to say: “After hearing from all sides, 
we cannot support the contention that tiu 
authorities had deliberately tried to deny 
opportumnes to the press to cover the 
^odhya incidents or created hurdles in 
the way of the normal functioning of the 
correspondents... But there have been 
some hurdles in their movement, partly 
due to the unusual atmosphere of con¬ 
frontation and partly due to the lapses on 
the part of authorities" (emphasis in the 
original). 

Clearfy neither the press nor the 
authorities can be completely exonerated. 
There is no doubt that it was an extra- 
ordinaiy situation but it was also an extra¬ 
ordinary challenge to both for the 
authorities and for the press, it the press 
has to guard its freedom, it also has to act 
with a great sense of responsibility. 
Whatever the religious feelings of editors 
and reporters, the reporting should have 
been objective and restrained. 

It should, however, also be admitted 
that another section of the national press 
did behave with restraint and sense of 
responsibility. Among them are not only 
English papers but also Hindi papers like 
Navhharat Times. This should be ap¬ 
preciated. That agencies like the Press 
Council are trying to maintain the highest 
standards of journalism and upbraid 
those guilty o( violations of the.se norms 
is also commendable. 
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Giilf War Aiid*Impeiialisiii in 
West Asia 

T V Sathyamurthy 


If the victory of the Iranian revolution over the regime of the 
Shah represented a climacteric moment in anti-imperialist and 
Islamic nationalist politics in West Asia, the emergence in 1990 of 
Saddam Hussein as a self-appointed leader of Arab nationalism 
was an anti-climax in the history of contemporary Arab 
nationalism and its struggle against imperialism. 


THE first war of the post-cold war era 
ended within 100 hours of the unleashing 
by America and its allies of the ground 
offensive against Iraq for the recovery of 
Kuwait. The 39 days preceding the entry 
of the allied troops witnessed a systematic 
attempt on the part of the Americans and 
their allies to destroy from the air the 
military installations and ammunition fac¬ 
tories, security and intelligence apparatus, 
transport and communications network, 
civilian power generation plants and 
waterworks, and the infrastructure of the 
state consisting of government office.s, 
especially in Baghdad and Basra. The 
much vaunted pinpoint target accuracy of 
the 75,000 or so sorties dispatched to 
accomplish these aims, endlessly touted 
by the Western media advertising hi-tech 
warfare as though it were yet another elec¬ 
tronic accessory for the living room, did 
not prevent the destruction of a conser¬ 
vatively estimated 80,0(X) civilian lives with 
many more thousands being injured and 
incapacitated. 

The cascade of propaganda ceaselessly 
pouring out of the media—television, 
radio and newspapers—on the allied of¬ 
fensive in the Persian Gulf under the 
leadership of the United States has 
deliberately and systematically ignored the 
fundamental and profoundly significant 
characteristics of the Gulf War. These are 
quite sjmply: 

NORtH-SourH War 

(I) It is the first war after the world war 
in which the major powers of the world 
(with the exception of the Soviet Union), 
including the only superpower in name 
and in fact and the two oldest colonial 
powers, have joined hands to confront and 
humiliate a single third world country. In 
the words of a (..abour MP in the British 
parliament, who recently resigned as a 
Whip rather than support the war, “This 
is the first North-South wad’ As a gloss 
on this, we may briefly note that both the 
Korean War and the wars of national 
liberation in Indo-China were East-West 
wars involving the two superpowers direct¬ 


ly .supporting opposite .sides until one of 
them became a protagonist. They were 
wars in which political ideology (with its 
economic consequences) played a large 
role even though the North-South, i e, the 
racial, dimension was by no means entire¬ 
ly absent. 

Whilst the cold war and the superpower 
aspects of the Korean conflict provided its 
initial momentum, its latter phase 
(marked by China’s involvement after 
America ignored the Yalu River warning) 
as well as the wars of liberation in Indo- 
China in their entirety, were fuelled by the 
major contradiction of the world between 
the forces of imperialism and the forces 
of national liberation (i e, imperialism’s 
implacable foe in the form of the mass of 
the people living under its domination 
throughout the world). During the period 
1950-75, this major contradiction, to a far 
greater extent than the major contradic¬ 
tion between the superpowers and their 
allies which gave rise to the cold war, 
inflicted physical losses (a total of nearly 
1,60,000 American soldiers lost their lives 
in the Korean and Indo-China wars) on 
the US. 

With an indefinite moratorium declared 
on the cold war in 1988, we have entered 
a new era of world politics in which US 
imperialism believes it can inflict severe 
punishment on anti-imperialist forces in 
the third world. As long as the intensifica¬ 
tion of the major contradiction between 
the forces of anti-imperialism (whether 
they manifest themselves as national 
liberation or as popular movements) and 
imperialism is characterised by an asym¬ 
metry in the strengths of the two sides— 
the military strength of the one based on 
superiority of weapons of destruction 
and the political strength of the other 
ba.sed on mass popular opposition to 
imperialism—US imperialism and its 
allies would continue to place their faith 
in their might and on the support of in¬ 
digenous elements in control of state 
power in third world countries with which 
they can forge close links. Thus the 
punishment being meted out to Iraq now 


if iiot (hat doe (a an 

but rather to a former client, imtil only 
a few years ago lavishly supplied and pro¬ 
vided by its impn'ialisi patron, who has 
now turned renegade. We shall return to 
this theme later. 

DtEPtR US Design 

(2) The war in the Persian Gulf has 
galvanised an overwhelming majority of 
the West Asian peoples, and the Arab 
peoples in particular, both within and out¬ 
side the countries belonging to the anti- 
Iraq coalition. Their mounting revulsion 
and anger against the physical presence of 
Western powers and their military forces 
in the Persian Gulf is obvious despite the 
fact that the attention given to it in the 
Western media has been exiguous, to say 
the least. In other words, the decision of 
US imperialism and its allies to use Kuwait 
as a pretext to station well over half a 
million troops in the Persian Gulf area, 
with unparalleled fire power, has simply 
stoked the fires of Arab nationalism and 
intensified the sparks of anti-imperialism 
that fly from them. 

At the same time, the forces of national 
liberation represented by the Palc.rtinian 
people have been left to fend for them¬ 
selves in the face of the intense repression 
of the occupying power of lsra«*l, which 
has made no .secret of its regional role as 
the xionist foil for the forces of im¬ 
perialism, armed to the teeth and 
dangerously aggressive in character. Even 
after its future security, sovereignty and 
legality as a nation state have been long 
guaranteed in the region as well as in the 
comity of nations, Israel continues to 
justify its belligerent stance in West Asia 
by consistently refusing to acknowledge 
the PLO’s change of stance over Israel’s 
future and the former’s willingness to 
separate it from the Palestine question in 
the interest of carving out a separate state 
for the Palestinian Arabs. 

The Persian Gulf war, therefore, has an 
underlying thrust that far exceeds its im¬ 
mediate raison d'etre of liberating Kuwait 
from Iraq’s army of invasion and occupa¬ 
tion, or even America’s medium-term pre¬ 
occupation with safeguarding its own role 
in the sphere of oil imperialism. It is a 
complicated manoeuvre, underlined by 
the enormous lengths to which the allied 
powers have gone to keep Israel, with the 
latter’s enthusiastic and ungrudging co¬ 
operation, out of the mainstream of the 
war itself—hi order to establish a system 
of power relations in West Asia in which 
the proverbial monkey (in this case, 
American imperialism) would be dble to 
exercise control by fulfilling its self- 
appointed role of doling out justice and 
equity between the conflicting claims of 
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uStj cvtflin thit case, Arab states depen- 
jem on Amoican imperialisin but at odds 
with one another) in the region. This is 
in integral part of the ‘new world order’ 
recently outlined by president Bush and 
tecretary Baker. 

Such a disposition of forces, temporari¬ 
ly threatened by Iraq's challenge to im- 
!)eiialism under the leadership of presi- 
Jent Saddam Hussein, would ensure that 
Israel’s pre-eminent position as a military 
X)wer in the region would be permanently 
»fcguarded. The long-term aim of this 
rar thus relates to the aim pursued by US 
mperialism and its allies of creating a 
itate of aff^ in which the forces of Arab 
rationalism in general and Palestinian 
rationalism in particular could be con- 
ained by the military and political ar- 
angements that would perpetuate the 
hraldom in the region of regimes (led by 
in assortment of feudal-monarchical, 
;omprador and petit-bourgeois forces) 
iependent on the United States for their 
ncreasingly precarious survival in power. 

Racialist Diml nsion 

(3) In the Persian Gulf war, the political 
ind strategic ambitions of Western im- 
Krialism have joined forces with a 
ilatantly racialist contempt manifested by 
he Bush administration in particular and 
he Western powers in general towards the 
leoples of the region (or for that matter 
he peoples of any of the regions of the 
bird world who would stand up to im- 
lerialism). The Western powers in general 
ind the US in particular have made ex- 
ensive use of their technological 
uperiority in mass communications in 
•rder to launch a propaganda offensive 
Jid a psychological onslaught against the 
Vrab peoples—especially for home con- 
umption in the West—with the aim of 
howing popular movements in the third 
norld in a poor light. The extent to which 
mperialist arrogance on the one hand, 
nd contempt for those opposed to im- 
crialism on the other, has been internalis- 
d in Western societies and has become 
leeply etched on the psyche of oridinary 
iMple during the last two decades or so 
! evident from the cultural assumptions 
>nd subtle distortions in which media 
ireseniations abound. 

To cite only one example from the 
Vestern media portrayal of the Persian 
julf War, Iraqi communiques .statements 
nd speeches were invariably translated 
rom Arabic into English with the atm of 
tressing and highlighting apparent exag- 
erations and absurdities. Such tenden- 
ous translation leaves the task of correc- 

1 n to a few conscientious individuals 
p are given brief appearances in which 
Iccutactes may ^ to some extent be 
anved But. even so. the rectificatinns 


thus introduced are made to 
glosses on the distortions ori^nally 
purveyed by the television newscaster of 
the correspondent somewhere in West 
Asia. It is also worth noting, in a slightly 
different context, that the attitude of the 
Western governments and media towards 
changes occurring in the Soviet Union has 
been marked by a mixture of self- 
congratulatory gloating over the Soviet 
Union’s past mistakes and a feeling of 
satisfaction at the thought of the uphill 
task facing the country in such a deep 
crisis. 

At least two other strands of racism in 
the allied stand and its reporting in the 
media deserve to be noted. The American 
president and senior officials of his ad¬ 
ministration constantly reiterate the 
distinction between the Iraqi people and 
president Saddam Hussein, their leader, 
emphasising that their quarrel is with the 
latter. This is disingenuous in the extreme. 
The personalisation of a conflict of such 
great proportions is an insult to the intel¬ 
ligence of the entire Arab population for 
the simple reason that Arab nationalism 
is a well established political phenomenon 
of enduring significance and cannot be 
easily circumscribed. The i$.sue of Saddam 
Hussein’s defiance of American im¬ 
perialism is a vastly subsidiary matter to 
the anti-imperialist thrust of Arab 
nationalism, and its strong antipathy 
towards rulers and governments in the 
region whose political sympathies lie with 
the United States. By the same token, the 
Arab people’s willingness to use any leader 
in the region who happens to have the 
courage to defy American imperialism is 
not in contradiaion with their disapproval 
of that regime’s domestic policy of repres¬ 
sion and tyranny (for which Saddam 
Hussein’s regime has been notorious for 
nearly IS years, mostly with the tacit ap¬ 
proval of the United States). The humilia¬ 
tion and defeat of Saddam Hussein in 
1991 will thus be seen by large numbers 
of Arab peoples as yet another blow ad¬ 
ministered by the imperialists to the cause 
of Arab nationalism, and not as a lesson 
taught a recalcitrant anti-hero. The exag¬ 
geration in the Western media and official 
pronouncements of the ‘Saddam’ factor 
is tantamount to propagating a scarcely 
concealed excoriation of Arab political 
aspirations. 

The second strand ot racism in the 
allied stand is directly related to the Israeli 
government’s policy towards the Palesti¬ 
nian people in the occupied territory dur¬ 
ing this war. It is a clear confirmation, if 
confirmation were needed, of Zionism’s 
racial contempt for the mass of the Arab 
people. Draconian curfew regulations were 
enforced and Palestinian Arabs were com- 

In liw in mnditinns 


in thdr own tend under an occupati o n 
regime. ¥st then was not evenanurniur 
of critidsm of Israel ftom the aUied 
powers or from the Western news media. 
One might well ask: What future can the 
Palestinian Arabs expect in preudent 
Bush’s ‘new internatioiral order*? Radal 
contempt for the Arabs is further under¬ 
lined in media references to the allies, 
often differentiating between major (i e, 
white ones—American, Briti^ and 
French) and ‘other’ (i ei Atd>) allies, dear¬ 
ly reflecting the nexus between imperial 
power and its appendages in the r^on. 

ANTI-lMPERiALtSM IN WEST ASIA 

It is against this background that we are 
compelled to view the dynamics of the 
present phase of the conflict in the region. 
During the last 40 years, anti-imperialist 
nationalism in West Asia has experienced 
at least three major moments of critied 
transition, until the Iraqi leader appeared 
on the international stage, transformed 
from his original incarnation as client if 
not stooge of US imperialism (espedally 
from the time the American president was 
director of CIA until well into the Iran- 
Iraq war, in the latter part of 80s) into his 
new avatar as anti-imperialist leader of 
Islamic revivalism, Arab nationalism and 
Palestine liberation. It is essential that this 
sudden and, it should be said, counterfeit 
attempt on Saddam Hussein’s part of ap¬ 
propriate the limelight in hindsight as 
Arab nationalist leader should be properly 
understood in order to appreciate the true 
magnitude and scale of the reverse that 
Arab nationalism is about to suffer at the 
hands of US imperialism and its allies. 

Persia, under Mossadegh, was the first 
country in West Asia to appreciate the 
economic consequences of imperialism 
and the political factor linking economic 
dependence and liberation from im¬ 
perialism. His intelligent and far-readiing 
attempt to reflect this understandingg, 
initially in a minimal as opposed to a 
token manner, by passing l^slation to 
bring Persia’s (and West Asia’s) oil 
resources under national control, provided 
the occasion for the first major inter¬ 
vention after the world war by American 
imperialism in West Asa against a moder¬ 
nising socially conscious nationalist 
regime with a conscious urge tovrards 
independence. The removal of the 
Mossadegh government served as a 
prelude to the restoration of the monarchy 
under which Iran reverted to a privilqed 
pro-Amirican, but nevertheless client, 
status in international relations. The 
Shah’s regime directed domestic tyranny 
and repression especially against populist, 
nationalist and left-wing elements. 

The second great moment appeared in 

thr form of Nacwr’t mnmM# ^ffnrt fnntt 



EgyiM loose for Ute first tine from tiw 
shackles of imperialism by nationalising 
the Suez Canal. Nasser was reviled by the 
French, British and Israeli governmems 
for daring to assert his independence, and 
here again the long-term economic con¬ 
sequences of his move were viewed as far 
more threatening than its short-term 
strategic and political significance. The 
language used to attack Nasser in the 
European media in 1956 was more or less 
identical with that used to denounce 
Saddam Hussein in 1990-91. The crucial 
difference between the 1956 and the 1990 
crises lay in the disposition of the 
\merican government. In 1956 the United 
States government was not on the side of 
Uie Anglo-French-Israeli coalition; in 
199(1-91, the United States has been the 
leader of a vast anti-Iraq coalition. 

Nasser’s policy of recovering the Suez 
C^anal was imbedded in a clear understan¬ 
ding of the nature of imperialism and the 
military odds that it represented. It vras 
also motivated by a determination to 
achieve the limited goal of recovering 
Egyptian territory and a canal system 
which was situated within it. in other 
words, Nasser was not embarking on an 
interrutional adventure by flouting inter- 
rutional legal practices and customs 
which the imperialist powers were well 
placed to thwart. Nasser’s main trump 
card was his popularity in Egypt as a 
nationalist leader and as a leader of Arab 
nationalism outside Egypt in West Asia 
as a whole. 

In the event, Nasser was able to turn 
military defeat at the hands of the Anglo- 
French invading forces into political 
victory. He had the active support of the 
non-aligned world as well as the Soviet 
bloc. In the West the United States stood 
aloof from the actual conflict, whilst 
evolving a new policy of imperialism in 
the region to take the place of the old. No 
wonder then that the relations between 
Egypt and the United States became in¬ 
creasingly hostile after the resolution of 
the Suez Crisis. In the short run at least 
Egypt came out of the Suez Crisis as a 
successful champion of Arab nationalism 
thus transforming it from an incipient 
force into a political reality in the region. 
In the Suez conflict, Nasser was not 
isolmed whereas his enemies were. The 
strength derived from genuine popularity 
and the support of political forces outside 
can hardly be exaggerated in evaluating 
Egypt’s international role under Nasser 
in moulding a new phase of Arab 
nationalism. 

The third great moment in the contem¬ 
porary resurgence of Islamic nationalism 
was provided by the religious opposition 
to which the Shidi’s government gave rise. 
Unlike the post-Ivouk Egyptian version 


of Atidr nadonalktn and the Persian ver¬ 
sion of economic nationalism that had 
preceded it under Mossad^'s gowm- 
ment, the anti-Shah movement under 
Ayatollah Khomeini’s leadership was 
rooted in Islamic religious solidarity in 
general and Shi’ite soUdarity in particular. 
Its main enemy was American imperia¬ 
lism as reflected in Iranian politics under 
the Shah’s leadership. It pitted nationa¬ 
lism inspired by religion against 
secularism and economic and political 
dependence on imperialism. 

The hallmark of this new brand of op¬ 
position to American hegemony in West 
Asia was the popular following (indeed 
mass following) that it evoked and the 
combining together (if only on a tem¬ 
porary basis) of the entire spectrum of op¬ 
position including the ‘Mujahedin’ 
elements to American penetration of Iran 
with the Shah as one of imperialism’s 
powerful cat’s paws in the region. It is 
worth pointing out that by virtue of the 
international framework within which it 
gathered momentum and the internal 
mass support that it did command over 
a period of nearly 10 years leading up to 
the overthrow of the Shah, the opposition 
led by Ayatollah Khomeini was marked by 
a clear understanding of the nature of m- 
perialism in general and America’s 
hegemonic role as the major imperialist 
power of the world in particular, and of 
the political weapon that would have to 
be forged in order to wage a protracted 
struggle against it. 

The Iran-Iraq war, entirely provoked in 
the first instance by Iraq, could not have 
come at a worse time for Iran. The United 
States and its allies were prepared to refur¬ 
bish Iraq’s military force in order to enable 
it to prosecute its war against Iran, while 
turning a blind eye to its repression and 
tyranny against its own people and its 
policy of genocide towards the Iraqi 
Kurds. The support extended by the 
United Suites to Iraq, especially during the 
Reagan presidency, was an important 
factor in the intensification of Iran’s in¬ 
ternal economic crisis. At the same time, 
despite the religious excesses of the 
Imamate, the Iranian people as a whole 
went through the eight years of war with 
an understanding of the role played by US 
imperialism in West Asia and of the role 
of Iraq, its opportunistic client in the 
region, the clarity of which remained 
undimmed despite the enormous priva¬ 
tions to whkh Iran had become subject. 

The demise of Ayatollah Khomeini, 
followed by the emergence of a new 
tendency in Iranian politics in favour of 
working out a regime of co-existence with 
American imperialism, coindefed with the 
declaration of a moratorium on the war 
with Iraq. At the time the cold war ended. 


Imfs {xdkks tnolu^ aRhtnd ad¬ 
justments between those who essentially 
favoured a continuation of the trend set 
by the late ^toUah Khomeini bn the one 
hand, and on the other a new breed of 
poiitidans which favoured a compromise 
with the United States. The interesting 
feature of contemporary Iranian politics 
lies in the fact that both thrae elements 
share more or less the same understanding 
of the nature and role of American im¬ 
perialism whilst favouring different 
pragmatic steps to deal with it at the 
current juncture. 

Saddam Hussfin: The Anti-Climax 

If the victory of the Iranian Revolution 
over the regime of the Shah represented 
a climacteric moment in the unfolding of 
anti-imperialist and Islamic nationalist 
politics in West Asia, the emergence in 
1990 of Saddam Hussein as a self- 
appointed leader of Arab nationalism has 
acquired the markings of an anti-climax 
in the history of contemporary Arab na¬ 
tionalism and its anti-imperialist creden¬ 
tials. Quite apart from the fact that he 
was, in the first instance, US imperialism’s 
choice for the leadership of Iraq and tor 
the projection of its interests in West Asia 
(where, in the 80$, the United States 
regarded president Assad, the Syrian 
leader, as the main impediment in the 
region), Saddam Husseins role has been 
distinguished by three mam characteristics. 
First, his understanding of politics is 
almost entirely in terms of the brute force 
of state power which he has never hesita¬ 
ted to use (as indeed is the case even at 
the present time in Basra against the 
Shi’ites and against the Kurds in the north 
immediately after his defeat at the hands 
of the allied forces) in order to suppress 
any kind of intern^ opposition or bully 
the weaker powers in the region. Second, 
in stark contrast to the leaders of the 
Iranian revolutioa (and the Ayatollah in 
particular), Saddam Hussein has no 
understanding whatsoever of the dytuunic 
features of American imperialism and the 
role that it has assigned itsdf in the region. 
Thirds his animal cunning and shrewdness 
are unequally matched by his intelligence 
and ability to devise an anti-imperialist 
strategy consisting of a political pro¬ 
gramme of strengthening mass commit¬ 
ment to Arab nationalist ideology com¬ 
bined with a cautious rearguard action by 
way of opposition to the technologically 
immensely superior armed forces of tlw 
West. 

A complete failure to grasp the nature 
of imperialism as a global force affecting 
West Asia combined with foolish military 
extravagances in the region to highlight 
Iraq’s expansionism, led Saddam Hussein 
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in unnecessary and debilitating conflict, 
specially from the perspective of the 
forces of anti-impcriaiism. With Iran and 
Iraq locked in a futile war, the Palestinian 
liberation movement suffered a series of 
setbacks, and Israel and Syria continued 
.0 contribute to an intensification of the 
Jestabilised condition of Lebanon. 

Again, Saddam Hussein’s invasion of 
Kuwait was motivated by megalomania 
ather than a carefully conceived strategy 
)f recovering the integrity of the Iraqi 
lation by substituting its present colonial- 
y defined boundaries with historically 
.ound ones (i e, including the ‘I9th pro- 
once’) through popular snuggles against 
he feudal rulers of Kuwait supported by 
JS imperialism and its allies. If Saddam 
-lussein was unaware of the aid and com- 
ort his adventure against Iran gave the 
orccs of imperialism in West Asia, he 
lemonstrated a monumental ignorance of 
he enormous political and military cost 
>f provoking imperialist countries by 
aunching a campaign of annexation 
igamst Kuwait. The price of this adven- 
ure, for which Saddam Hussein bears the 
ole responsibility, has been not only 
raq’s humiliation, further exacerbated by 
ts leader’s temporary survival in power, 
>ui also a setting back of the agenda of 
lopular mobilisation against imperialism 
ind national liberation with due con- 
equences for the Palestinian people. 

For their part, the imperialist powers 
lave succeeded in repudiating the forces 
hat they had encouraged until August last 
ear. This feat on their part bears a 
emarkable resemblance to Margaret 
rhatcher’s legerdemain at the time of the 
vlalvinas/Falklands crisis. As soon as 
jaltieri’s armed forces occupied the 
rlalvinas/Falkland islands, Margaret 
Thatcher experienced a revelation which 
nought home to her with blinding clarity 
he odious fascist and anti-democratic 
lature of a regime which had presided 
iver the liquidation of civilian politics and 
tad contrived the ‘disappearance’ of 
housands of Argentinians over a previous 
leriod of several years! A policy of ‘not 
loing wobbly’ was justified on the ground 
lot only that Britain was restoring its 
ights to its colonial possession but also 
hat Galtieri’s defeat would provide 
Argentina with an opportunity to change 
lom fa.scism to democratic rule. 

Future ANTi-lMPERiAUsr Strategy 

The disingenuousness of this kind of 
easoning lies in imperialism’s readiness 
0 sustain numerous anti-democratic 
egimes (including Galtieri’s own until 
1982) until a minor transgression by one 
if them is punished by bringing the wrath 
H democracy down on it in the form of 


perialism. At the present moment, Iraq 
happens to be the state which imperialist 
countries had equipped with the military 
power needed to suppress democratic dis¬ 
sent and to embark on an eight-year war 
against a big neighbouring state. Iraq’s 
leader, who has used every trick in the 
book to concentrate power in his hands, 
foolishly believed that it could expand into 
Kuwait, one of imperialism’s remote 
‘allotments' in West Asia, in a nationalist 
adventure. 

Saddam Hussein’s invasion of Kuwait 
thus becomes yet another moment of blin¬ 
ding clarity for US imperialism when it 
is suddenly discovered that Saddam 
Hussein is an inhuman Hitler-like dictator. 
The fact that he had enjoyed American 
support for nearly two decades is consign¬ 
ed to some kind of a disinformation lim¬ 
bo of US imperialism’s propaganda 
machine. The dilution of the ‘Soviet’ 
factor (with the ending of the cold war in 
1988) in Iraq’s political alignments merely 
served to highlight Saddam Hussein’s 
military and political vulnerability and 


Union has been shaken down to its roots 
by the realisation that on the battlefield, 
its former cold war adversaries had prov¬ 
ed themselves to be immensely superior 
in calibre. 

During the last half a century, changes 
in the structure of power and the course 
of international relations have occurred in 
which the masterly understanding of the 
strengths and weaknesses of imperialism 
that the leaders of the great struggles for 
national liberation (in China, Indo-China 
and in other parts of the third world) 
brought to battlefields and negotiation 
tables would appear to have receded into 
the background, whilst the major con¬ 
tradiction between the forces of im¬ 
perialism and the forces of national Uboa- 
tion, i e, between the states of the Tirst 
world with the acquiescence of the Soviet 
Union and East European states on the 
one hand, and on the other, the peoples 
of the third world continues unabated. 
The fashioning of a strategy for dealing 
effectively with imperialism is the great 
project that faces the anti-imperialist 
forces of the world today. 
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MANAGING RURAL DEVELOPMENT 
Health and Energy Programmes in India 

HEIN STREEFKERK and T K MOULIK (Eds) 

Rural development programmes invariably have substantial components dealing with 
public health and energy However, these two elements have received only scanty 
attention from researchers This volume, therefore, fills a critical gap in tfic literature 
by providing field-based case studies on runal health and lural energy, by analysing 
them from the broader perspective of lural development, and by focusing on the 
managerial implications 

The original essays comprising this book follow an integrated approach not only in 
terms of analysing the socio-economic and 'political' systems prevalent in rural India 
but also in terms of an inlerdiscfplinary approach The contributors reflect two dif 
ferent perspectives - the 'management' approach to rural development, and the 
anthropological-sociological one 
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specialists, sociologists, environmental scientists, and above all, those concerned with 
ruidl development 
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Heartland and Borderland 

S R Sen 


ff the contagion of the political upheavals caused by centripetal 
forces now convulsing the Soviet Union and Yugoslavia should 
spread to India, the results would be far worse since the 
divergence between the heartland and borderland and communal 
and caste tensions are so much more acute in India. 


SEVERAL thoughtful experts have 
ecentiy given a warning that the kind of 
x>litical upheaval which is currently desta- 
jilising two unions comparable to India, 
riz, USSR and Yugoslavia, may spread to 
.he Indian Union also unless timely and 
idequate preventive and remedial measures 
ire taken here. Such upheavals are often 
:ontagious. Past examples are the spread 
3f republicanism after the French Revolu- 
ion, the demand for self-determination 
ifter the demise of the Habsburg empire, 
xtmmunism aftei the defeat of Hiller and 
nilitantism after the rise of IRA and PLO. 

If such contagion spreads to India, it 
nay be even worse than in USSR and 
ifugoslavia. One reason is that the diver¬ 
gence between the heartland and border- 
and and communal and caste tensions are 
nuch greater in India than in these other 
wo unions. 

CfcNIHIl'I IAl FORCFS 

Throughout history, conflict between 
he heartland and border land has created 
ierious problem.s for many federations 
ind unions. Where language, race and 
oligious composition of the people in the 
leartland and borderland has been 
narkedly different, ns.sipaFOus forces have 
leen usually stronger. Where the diversity 
if the population could be effectively 
•educed through 'melting pot’ measures 
ike development of transport, communi- 
:ation, markets, geographical division of 
abour, industry, urban habitats, cross 
nigration, cultural and educational ex- 
:hanges, etc, these tensions have tended 
.0 get reduced as in, say, the US or Brazil. 
3ut even these countries had to face civil 
iivar at one or the other stage of their 
lii^ry. Where, hwever, linguistic, racial 
and religious groups have tended to re¬ 
gain concentrated in different regions of 
:he union as in USSR, Yugoslavia and 
India, inherent fissiparous forces, streng- 
.hened by a combination of communal 
with regional identity and ‘sons of the soil* 
ilogan, tended to explode in various ways, 
ifi« different time-lags, especially if main 
reliance was put on state power to enforce 
nationalism and unity as in USSR. In¬ 


terestingly, this trend has been markedly 
less in a country like Switzerland which 
has also comparable characteristics but 
has successfully evolved a constitutional 
system that promoted co-operative govern¬ 
ment, sharing of power, mutual accom¬ 
modation and tolerance. 

Among ail these countries, the pro¬ 
blems resulting from the relative size of 
the Union and the constituent units and 
heterogeneity of the population are more 
comparable for USSR and India. Having 
less of a command economy, India has 
perhaps some advantage in regard to 
possible adjustment through the market. 
But as against this advantage, there is a 
special feature which tends to make the 
problem potentially more difficult for 
India as compared to USSR. 

The three major States, Uttar Pradesh, 
Bihar and Madhya Pradesh, which com¬ 
prise the heartland of India, have more 


human-power but l^ss money-power than 
most of the borderland States of the coun¬ 
try. But the situation is dilTerent in USSR. 
The Russian Republic, which is the heart¬ 
land of USSR comparable to Uttar Pradedi 
in India, dominates all the borderland 
republics in both human-power and 
money-power. Yet, in spite of seven 
decades of intensive plann^ effort for na¬ 
tional integration and command economy 
for strengthening the hold of the union 
authorities, several borderland republics 
of USSR, with much less human-power 
and money-power than the heartland 
republic, are now striving for greater 
autonomy and even secession. 

It is, of course, a fact that the com¬ 
plaints of the border States of India 
against the domination of Delhi, although 
serious, have yet to reach the explosive 
proportion of those of the border repub¬ 
lics of USSR against the domination of 
Moscow. The moot question, however, is 
how long it will remain so. Recent out¬ 
bursts against the domination of Delhi 
and the heartland by even elderly and 
mellowed political leaders of borderland 
States like Orissa, Tamil Nadu, Kerala, 
Karnataka, Maharashtra and Wst Bengal, 
not to speak of the young militant 
hotheads of Punjab, Kashmir and Assam, 
can no longer be ignored. Another cause 
for concern is that militantism is on the 
increase more in some of the richer 
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poorer heartiand States and secession is 
easier for the former than the latter. 
Giving more powers to the police and the 
army is no long-term solution. After all, 
the members of these forces are suscepti¬ 
ble to the influence of thnr civilian 
friends. The solution has to be political 
and constitutional. 

The hard fact is that the militancy of 
a richer minority can sometimes be a more 
potent force than the voting power of a 
poorer majority, when it comes to the 
question of capturing power through 
extra-constitutional means. Except for the 
last hundred years, it is the aggressive 
minorities who have ruled more often 
than the passive majorities. Democracy or 
rule by majority vote has worked success¬ 
fully in countries where a spirit of com¬ 
promise and reluctance to push the stand¬ 
point* of the majority alone to the so- 
called logical end has generally prevailed. 
This is a lesson which our populist politi¬ 
cians who seek to capture power by ex¬ 
citing the passions of their respective vote- 
banks to such an extent that they cannot 
later make any significant compromise, if 
needed, would do well to ponder over. 
‘Every action produces an opposite reac¬ 
tion’ is no less true of the political world 
than the physical world, except that while 
in the physical world it is equal, in the 
politick world it may be sometimes more 
than that. 

Moderaiing Action-Reaction 
Syndrome 

It is a matter of concern that the action- 
reaction syndrome is in operation both 
between heartland and boderland and 
within the heartland. As beteen the heart¬ 
land and borderland, over-centralisation 
of power in Delhi has tended to affect very 
adversely national unity. Growing resent¬ 
ment among the younger people in the 
borderland is ominous. Within the heart¬ 
land, the chain of events which pitted first 
the OBC vote-bank against the Kulak 
vote-bank and later the Hindutva vote- 
bank against the OBC vote-bank has 
recently weakened very much national in¬ 
tegrity. One false step has led to another 
false step and nation^ unity and int^rity 
are much weaker today than they were 
four decade^ back when our Constitution 
came into force. 

The urgent need today is for a revival 
of the spirit of compromise, readiness to 
understand the opponent’s basic concerns 
and allay them not merely by words but 
also deeds and make fair-play the guiding 
principle for all parties and persons 
holding positions of authority and pown*. 
Justice must not only be done but also 
seen to be done is not a mere moral prin¬ 
ciple but also a sound practical political 
principle. , 
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two earlier articles, 'Electoral System: 
Urgency of Basic Reforms' (EPW, 
Bsbruary 2) and ‘Reforming Our System 
of Government" (EPW, March 2), viz, 
(i) implementation of the recommenda¬ 
tions of the Commission on Centre-State 
Relations, (ii) Amendment of the Itepte- 
sentation of People's Act, especially adop¬ 
tion of a system of interdependent joint 
electorate, and (iii) amendment of Articles 
74, 73 and 164 of the Constitution for 
facilitating a co-operative system of 
government are undoubtedly essential. 
But that would not be enough. 


Undue Disparity in Size of States 

There is an urgent need to look carefully 
also at the problems created by the great 
disparity in the size of our States. 

At the time of independejice, India had 
nine big provinces and over 300 princely 
states, most of which were very small. As 
a result of the efforts first of Sardar Patei 
and later by the States Reorganisation 
Commission, the number was reduced to 
16 States, most of which were of broadly 
comparable size, except Uttar Pradesh 
which had about 60 per cent larger popu¬ 
lation than Bihar, the next in si/e. There 
was a proposal to divide Uttar Pradesh 
into two States but that was not acceptable 
to the leaders of the State. Subsequently, 
as a result of various political pressures, 
nine other Slates were created, most of 
which were very small. 

Ibday, in the heartland of the country, 
Uttar Pradesh has a population of 139 
million, Bihar 86 million and Madhya 
Pradesh 66 million. Among the border¬ 
land States, having access to the sea, 
Maharashtra has a population of 79 
million. West Bengal 68 million, Andhra 
Pradesh 66 million, 'Ikmi Nadu 56 million, 
Karnataka 45 million, Gujarat 42 million, 
Orissa 32 million and Kerala 29 million. 
These eight maritime Stales contribute 
over 80 per cent of the Union govern¬ 
ment’s revenues, a substantial part of 
which is spent in the other 17 States. Other 
important borderland States ate Rajasthan, 
having a population of 44 million, Assam 
22 million, Punjab, 20 million, Jammu 
and Kashmir-^ million, and Himachal 
Pradesh S million. Seven of the smallest 
States having less than 2 million popula¬ 
tion each are Manipur 1.8 million, 
Meghalaya 1.8 million, Nagaland 1.2 
. million, Goa 1.2 million, Arunachal 0.9 
million, Mizoram 0.7 million and Sikkim 
0.4 million. 


Disiwrity in Power between Si ates 
AND Districts 

Many pf the districts in the bigger 
States have populations exceeding 2 
million. Cities lite Bombay, Calcutta and 
Madras each has a population exceeding 


3Citt3^.l3ut aB of WHynaui 

less power than the smaller States. Iliey 
ate resentful that aittough they have 
much higher level of population, develop¬ 
ment, income and education than the 
smaller Sutes, they are so deprived. 

The Commission on Centre-State Rela¬ 
tions has observed that 
the importance of developing adequate sub- 
State level political institutions cannot be 
overemphasised. It is only by providing an 
opportunity to the people that they can be 
trained to shoulder responsibilities in a 
system of self-government... For a variety 
of reasons... these institutions have been 
allowed to stagnate. Election U> these bodies 
have not been regularly held and often they 
remain superseded for long periods... Since 
.. .there is a general tendency towards greater 
centralisation of powers, there is special need 
in a country like India for a conscious and 
purposive effort to counter it all the time. 
There is considerable truth in the saying that 
undue centralisation leads to blood pressure 
at the Centre and anaemia at the periphery. 
The inevitable result is morbidity and inef¬ 
ficiency. indeed, centralisation does not solve 
but aggravates the problems of the people. 

It is obvious that these two kinds of 
gross disparities, (i) in size as between the 
big and small States and (ii) in power as 
between small States and larger districts 
and cities, cannot be continued much 
longer in future without creating very 
serious strains and stresses in our polity. 
With the high rate of growth of population 
during the last four decades, the popula¬ 
tion of .States, districts and cities have all 
more than doubled. 

So far as the larger States and cities are 
concerned, diseconomies of size are in¬ 
creasingly outweighing the economies of 
size every year. They are bursting at the 
seams and facing continuously worsening 
social problems. Whatever corrective action 
is taken in the usual bureaucratic way is 
always too little and too late. No effective 
remedy of this can be ensured without 
drastic political action, at least once every 
15 or 20 years, for devolving greater power 
to successive lower levels of government, 
and readjusting the size of States and 
districts and reorganising or dispersing 
urban habitats. 

Some Remedial Measures 

The Commission on Centre-State Rela¬ 
tions had recommended in 1987 amend¬ 
ment of Article 5 of the Constitution to 
enable greater devolution of powers to the 
local governments. But some State govern¬ 
ments were reluctant to devolve power and 
opposed this, although they were them¬ 
selves pressing the Union government to 
devolve more powers to States. 

In 1989 the Cougiessfl) government 
submitted two bills to parliament to 
amend Article 5 and devolve more powers 
to the Panchayati Raj institutions and 


powers of the ^ate governments. These 
bills wera passed duly by the Lok Sabha 
but failed by a very sm^ margin to get 
the requisite two-thirds majority in the 
Rajya Sabha. 

l^rly in 1990 the National Front 
government proposed revised biUs for the 
same purpose but without diluting the 
powers of the State governments. But 
neither it nor the Janata Dal(S) govern¬ 
ment that followed gave sufficient priority 
to the matter and the bills lapsed with tl» 
dissolution of Lok Sabha in March. 

But early action in this direction is very 
urgent in view of the growing discontent 
within the Sutes. It is hoped that the next 
government will give hi|^ prioiity to the 
matter after the ensuing general election. 

Recently, the Bharatiya Janau Party 
has put forward a very bold proposal that 
the number of Suies should be increased 
from the present 25 to 100, each State con¬ 
taining no more than 4 or 5 districts. This 
is a proposal that deserves earnest con¬ 
sideration of all parties and can be passed 
relatively easily by a simple majority of 
votes in the Lok ^bha and Rajya Sabha 
under Article 3 of the Constitution. If 
enacted, it will by one stroke solve pro¬ 
blems arising from the great disparity bet¬ 
ween the sizes of Sutes and from heart¬ 
land versus borderland tensions and meet 
effectively demands for new'Sutes like 
Bodoland, Gorkhaiand, Jharkhand, 
Uttarakhand, Ladakh, Jammu, BasUr 
Vidarbha, Telangana, etc It will help dif¬ 
fuse growing militancy in different regions 
and reduce the diseconomies and ineffi¬ 
ciency caused by unduly large size. There 
will no doubt be some additional cost but 
that can be kept within reasonable limits 
by providing for common governors, high 
courts, public service commissions, ac¬ 
countant generals, armed police, etc, for 
groups of States and limiting the size of 
State Councils of Ministers by amending 
Article 164 of the Constitution as sug¬ 
gested in the article ‘Reforming Our 
System of Government’ leferted to earlier- 
New problems of co-ordination, if any, 
can be sorted out by strengthening the pre¬ 
sent zonal councils. Any objection on the 
ground that it will go against the principle 
of ‘one language, one Sute’ can be met 
by the argument that such a basis has 
never been accepted by our Constitution 
and languages like Hindi and Bengali 
comprise more than one Sute each even 
today. 

It is hoped that soon after the general 
election, early action will be taken in 
parliament to enact all these measures, 
which are really complementary and 
no means alternative to one another. Hut 
will be the best safeguard for protecting 
the Indian Union against the possible con¬ 
tagion of the political upheaval of the type 
that is today ruining USSR and kbgoslavia. 
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Crisis in Theory 

M Shug«nne 

Environmental Issues in Agricultural Development edited by 
H Ramachandran; Concept Publishing Company, New Delhi; pp 176, Rs 160 
(hardcover). 


THIS book i$ a thoughtful guide to many 
of the problems intrinsic to the current 
model of capital-driven, crisis-ridden, 
agricultural production. The most salient 
observation on the crisis is offered by 
M V Nadkarni, an economist, in the second 
chapter of the book; No economic model 
has yet to express the complex interconnec¬ 
tions, local-global, upstream-downstream, 
class-divided, state-supported. It's not just 
a crisis of polluted and depleted air, water, 
soil, and souls; it's an epistemological crisis, 
a crisis of knowing. Books which struggle 
to theorise the new ecological phenomena 
tend to engage in one of two very different 
discourses, asking two very different ques- 
tirnis. Either what would the market price 
of pesticides be if one incorporated the full 
range of social and ecological costs which 
occur in its production and use, in the fac¬ 
tories and the fields? Or, what would the 
political price be if one incorporated the 
people’s right to know and participate in the 
calculation of such costs? 

The second scenario is the wall which ac¬ 
tivists face today (in Narmada, Bhopal, 
Ibhri, etc), yet it is most conspicuously ab¬ 
sent from this book’s debates. The first 
scenario is discussed fruitfully, so let’s start 
there. Implicit in the first question is that 
the people should bear ‘total’ costs at the 
time of purchase or exchange Perhaps 
society would become more prudent and far- 
sightt^ in the use of its pr^uctive inputs, 
such as pesticides and water, if it had to pay, 
upfront, for all the downstream, long-term 
costly effects. 

The authors collectively ask, consciously 
m otherwise: How do we manage the cur¬ 
rent crisis in agricultural development? The 
editor has gathered together studies which 
attest to devastating pollution and depletion, 
.'ontradictory economic growth and increas¬ 
ing poverty. (Absent from this overlapping 
ilist of social malaise is ‘social unrest.) The 
icxts scan the Indian map of large-scale ir- 
igation khemes—from Andhra Pradesh’s 
Xriahna Delta to Karnataka’s Krishnaraja 
sagar. Over time, all cases are experiencing 
rouble, simply described as depleted soils 
ind lower yields. “In a commercialised set- 
ing”, the summary introduction asks, “how 
lo we encourage resource uft practices that 
' avotve lower personal and immediate return 
han the cost involved, though social and/or 
l^-term costs may be higher? (p 35)". This 
's-Wition reverberates through most of the 

iithors’ aiguments; it is based on a ‘rational 

I 


actor’ scenario where if only ‘the farmer’ 
knew the consequences of his/her actions, 
he/she would stop overwatering, overfertilis- 
ing, and in essence, stop externalising the 
private costs of production. But isn’t it 
‘irrational’ to assume that either the small 
indebted farmer or the agro-capitalist 
could/woud stop exploiting, because it was 
unsustainable' 

Traditional political economy has much 
to say about the systemic traps of capitalist 
agriculture, but practically nothing about 
two very real dimensions of India’s agri¬ 
cultural development; struggles over the en¬ 
vironment and public space. This book at¬ 
tempts to integrate the first without the 
second; thus, it fails to .speak to the concrete 
situation the rural majority faces-—an 
eroding natural resource base and an eroding 
knowledge and power base. The most reveal¬ 
ing facet of the latest cycle of mega irriga¬ 
tion and dam projects is the complete lack 
of information at the grassroots. NiAiody 
knows what is coming or what is going. For 
example, MP tribal farmers were not told 
their land would become a Narmada dam 
reservoir until years after the plans were 
formalised; while Gujarati dry-land fanners 
publicly insist they will receive Narmada 
water, original studi^i show this to be 
mathematically impossible. To brand acti¬ 
vists as ‘anti-dam’ or ‘anti-development’ is 
wrong; if at all, they should be branded ‘anti¬ 
theft’. In Madhya Pradesh, Amazonia, and 
San Francisco, social movements are taking 
to the roads to protest all moves the state 
to strip local and regional communities of 
their control and management, of local 
resources—their labour, their natural 
resources, their power and knowledge. In 
trying to theorise the interconnections 
b^ween economy and ecology, we fail unless 
we also theorise the concomitant struggle 
over local control.' 

Nadkarni’s chapter, ‘Agricultural Develop¬ 
ment and Ecology—An Economist’s View’ 
offers a provocative, albeit partial, three¬ 
pronged framework to analyse agricultural 
problems that stretch over disciplinary boun¬ 
daries of economics, ecology, and sociology; 
negative externality, sustainability, equity. As 
Nadkarni presents it, negative externality in 
agriculture is not as easily measured as in 
industry; if the pulp mill smokestack over¬ 
pollutes, the state can measure and regulate 
its outflow at the stack. In agriculture, 
however, it is difficult to know which fanners 
are polluting the water supplies with 


pesticides and which labourers are being 
slowly poisoned. “A direct comequence of 
this is that, pesticides being cheaper than 
their social cost, there is no. stimulus 
to reduce their use and adopt a sailer 
technology’’ (p 24). 

From externality, be moves to sustainabi¬ 
lity: “Even if a paper and pulp mill satisfiw- 
torily controls pollution, the depletion of 
forest resources that it causes would still con¬ 
tinue” (p 26). This concept incorporates the 
interests of future generations, by adding to 
the fnodel various cosu of regeneration. 
Finally, he comes up against the problem of 
eqinty: All these pr^lems of erosion, de|rie- 
tion, and contamination impact tlw poor 
mote so—even the burden of maru^ng the 
deteriorating commons falls unfairly uptm 
their shoulders. 

Yet solutions are found within the con¬ 
fines of ‘rational’ modellin)—dependent 
upon a scientific measuring system of costs 
and benefits which creatively incorporate 
ecological inputs, but ignore the primary 
problematic of power. What are the rural- 
urban, local-regional, national-international 
interactive tensions which help manifest 
seemingly irrational decisions with both New 
Delhi financial managers and UP village 
field managers? 

To move beyond the economistic model 
to understand the ecological crisis in Indian 
agriculture, it may prove instructive to look 
more closely at the specific conditions of 
production which are currently being 
depleted, polluted, and expropriated. These 
conditions can be conceptualised in three 
categories: natural resources, human labour, 
and the public space in which they interact 
(uncommodifiable infrastructures and places 
such as markets and town squares). None 
of these conditions can be produced by 
capital—not by factory nor by mill. Instead, 
they are accessed, shaped, and readied for 
labour and resource markets by the state. No 
individual capital is capable of building a 
dam, rerouting a river, transforming duney 
desert soils. Similarly, no individual capita) 
is capable of transforming land-, forest-, and 
vrater-managing peasants into.a w^e-labour 
(or sharecropping) depepdent body. 

Only the state is capable of organising 
resource and labour markets—robust with 
subsidised land, water, and infrastructural 
supplies (the resource market) as well as a 
highly dependent rural poor (the labour 
market), readied for large-scale capital- 
driven. capital-dependent agriculture The 
Indian state can only do so with the 
quidance of international finance. The 
power relations in this global-local entai^le- 
ment, however, are not completely unithrec- 
tional. Crisis emerges for the rural poor as 
many sell off their land and become 
labourers (one of many existing scenarios); 
at the same time, local nature-society rela¬ 
tions begin to break down. Now, who is to 
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power—if caib-croppiiig for debt'Servidng 
is the predominant mode of survival for the 
Indian small farmer? 

Spatial configurations are also being 
degraded—whether it is clogged sewers, con¬ 
taminated drinking water, or fragmented 
relalions witiun the household and the 
village. Raiasthani fanners along Sts«e II of 
their $ 3 ^lion canal have been settled in 
Haks’ named ILkd, SLkd, and so on, living 
in isdaied ‘dhanis', without schools, roads, 
or health facilities. Where is the village 
square in which they can sit and discuss 
common problems? 

The degrading of these three local 
conditions—nature, labour, and public 
space—can create an undoproduction crisis 
which has a tremendous venical impact. 
Having borrowed extensively from interna¬ 
tional capital to construct these systems, 
India becomes mote dependent upon foreign 
capital and its power constraints. In turn, 
international capital and the Indian state 
combine to require from India’s labour and 
resources more extractive, more intensive, 
mote exploitative productive relations; how 
else could India expect to produce hard 
currency? The largest irrigation scheme, the 
biggest dam project, the most capital- 
intetksive croppying system, will not save 
India from these pressures; on the contrary. 
Capitalism is dependent upon healthy con¬ 
ditions of production yet necessarily 
pollutes/depletes/exploits them. This is the 
contradiaion which creat«>, before our eyes, 
local environmental crises. 

Hence, the environment becomes a very 
politicised terrain. The globe as-a pnvatised, 
commercialised commons, is a new material 
and symbolic phenomenon for which new 
theoretical debate is needed. Why does the 
state not involve communities in open debate 
about the best use of the river, the pasture 
land, the soil? Why does the state speciHcal- 
ly not engage in public discussion about the 
local dam, canal, or re.souce extraction 
industry before it is designed, financed, and 
constructed? In spite of 1966 FAO soil 
surveys warning of a future of high salinity 
and waterlogging, not a single farmer allot¬ 
ted land along the Rajasthan Canal has been 
informed (as of 1990). Now, whole villages 
have been displaced ^ a spoiled ecosystem 
in Stage I (Ganganagar district) and a recent 
government-sponsored study (not available 
to the public) shows up to 40 per cent of 
Stage II (Bikaner district) will be destroyed 
once Otters start thdr high-water consum¬ 
ing groundnut and wheat cash-cropping. 
Have any of the farmeis who have left their 
Hllages to settle along Stage II been 
forewarned? 

Waterlogging is the most prevalent pro¬ 
blem found in the book’s case studies; this 
is easy to document. The hard-to-measure 
factors, involving relations over local 
resources, are avoided. In fact, it is a fluid 
tension for which no static economic model 
can be found. The one factor which most 


oenriy mmnecis most oi tnatixrnw aocwi 
movements is the struggle over Control vm 
community resources—yet, it it the most dif¬ 
ficult to articulate This book, like the 
current social situation, finds itself trapped 
within these real and epistemological 
boundaries. 

Coming back to the empirical questions 
this book pursues: Why are dominant forms 
of pest-management poisonous? Why does 
irrigation waterlog and over-salinate? Why 
are common lands and their management 
traditions eroding? Why is there less drink¬ 
ing water,more waterborne disease cases, 
lower yiel^ and more debt? These questions 
can be best answered within a theoretical 
frantework which analyses the loss of local 
control of natural resources (nature) and 
village life (social labour) in a region^ and 
international context. There is nothing 
inherently problematic about a dam, pest 
control, or organised large-scale farming. 
The problem lies in the increasing concen- 
trittion of power over agriculture (and 
everything else), such that rivers, soils, 
forests, and those who know and maintain 
them, become mere, but essential, inputs 
into state-facilitated capital accumulation. 
A far more revealing question to ask is: Why 
is the state borrowing millions to build infra¬ 
structures which eventually funnel India’s 


THE global assembly line, (wo)manned by 
the new proletariat with "nimble fingers and 
docile demeanour', has been the mainstay of 
the new international ‘division of labour*. 
When multinational corporatirms flee frpm 
high wage Western countries to sweat shops 
in (he Third World, gender roles are 
‘relocated’ together with jobs. The same 
monotonous, dead-end, ill-paid jobs, open 
to the majority of women workers in the 
West, end up b^g performed by th6ir third 
sisters for even lower wages and fewer 
benefits. 

Bananas, Beaches and Bases goes beyond 
most feminist commentaries on this subject 
by examining the gendered nature of the 
political arrangements between the powen- 
that-be that ensure capital’s global reach. 
Cynthia Enloe, a pioneer in providing a 
feminist understanding of tte lives of 
women workers in the global economy, at¬ 
tempts to show in her recent book how the 
‘‘conduct of international politics has 
depended on men’s control of women”. 

Separate chapters examine the political 
pillars supporting the edifice of international 
economy: ‘Diplomatic Wives’ lays bare the 
mechanisms through which conventional 
ideas about femininity and women’s unpaid 
work—as loyal and self-effacing, compa- 
oiOBs, care-givers and hostesses—are 


msowceanranwiBi amt' Udiiinliq nm 
nationdl capital marimtt? 

Finally, what is the ecological impact? It 
is at this point where the authors focus their 
analytical framing; .these case studies an 
significant contributions which reveal the 
region-by-region specifldties of this natiois. 
wide crisis. Ultimately though, they ap¬ 
proach their casts too far tubmaged in tte 
muck of ’development’ ccmtradictions to be 
able to collectively articulate a theoretical 
basis for Understanding India’s ecological 
crisis. Studies on the effects of deve l opment 
is what we are left with, a post-devefopment 
wrap-up of the damage done Mearndtile. 
communities and their resources beconn 
further fragmented; contractors continue to 
build; hunger strikers lose their stride 

Note 

I The ‘conditions of production’ debate is in¬ 
formed, albeit insufficiently, by an eoologicai 
Marxist theory as being developed by James 
O’Connor, University of California at Santa 
Cruz, and being elaborated internationally 
in a new journal. Capitalism, Nature, 
Socialism: A Journal of Sociali^ Eetdogy. 
Sliding-scale subscriptions are availi^ 
through Guilfom Press, c/o the Distributkm 
Centre Blackhorse Road, Herts, SG6 IHN, 
Great Britain. 


manipulate by the state to establish political 
and commercial links with other stales 
through diplomacy; ‘Bases’ attends the argu¬ 
ment to the enforcement of the world order 
through militery means. ‘Natitmalism and 
Masculinity’ examines the male biases that 
afflict the forces aligned against tlM global 
capital and destroy thor potential for 
creating a genuindy equal society. 

The rest of the book' revisits the 'Hiiid 
World wtHnen toiling in banana plantations, 
garment industries and the burgeoning ‘ser¬ 
vice sector’—mostly tourism (including set 
tourism) and domestic services (nannies and 
maids) for clients from affluent countries. 
The focus on the service sector is a usefol 
corrective to the disproportionate attention 
Third World women workers in formal, in¬ 
dustrial sectors like textiles and electronics 
have received in the past. It brings home the 
fact that a number of debt-ridden Hurd 
World countries, with advice and encourage¬ 
ment from international financial institu¬ 
tions, have b^n to use women’s vpry 
being—their bodies, thdr emotions, their 
abilities as care-givers—as a ‘natural 
resource to compete in the international 
market”. 

Enloe asks one bask question of each 
scenario that she examines: Whne ace tihe 
women? Througli interviews, historical anec- 


‘Gender Makes the World Go Roimd’ 

Meera Nanda 

Bananas, Beaches and Bases: Making Feminist Sense of Intematioiial 
Politics by Cynthia Enloe; Pandora Press, London, 1989; pp 200, $ 11.95. 
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individual expenencet, dw leads the reader 
to the central paradox Though ‘gender 
makes the world go round’, it remains invisi¬ 
ble, a part of the ‘natural’ order of things 
The international political and Tinancial 
system relies on women’s labour “as feminis¬ 
ed workers, as respectable and loyal wives, 
as ‘civilising influences’, as sex objects, as 
obedient daughters, unpaid farmers” Yet it 
refuses to acknowledge this reliance It 
denies any voice to svomen's experiences— 
of war, marriage, trade, prostitution, factory 
work, domestic chores—in deiining its ends 
and choosing us means 

How can something so central be tendered 
invisible^ Enloe's answer is that ‘inter 
national is personal' International finance 
and politics rely upon privati relations bet 
ween men and women defined by the 
patriarchal conventions of masculinity and 
feminity Only an unquestioned equation of 
nsk taking and enterprise with ‘manliness' 
and docility and acceptance of authority 
with ‘feminine virtues’ can make the gender 
inequalities in international affairs seem 
‘natural’, taken for granted and invisible Our 
brave new world needs the covet of age old 
painarchy for its survival 1 rom tins vantage 
point, Lnlot proceeds to ask ‘feminist ques 
tions’ in ordei to “make women visible in 
the iniei national politiial and eionomic 
order 

Women in most societies, lor instance, are 
assumed to be ‘naturally’ good at cleaning, 
washing, conking and serving without 
expecting any wages (Don’t they do it all the 
time at home'*) How else can bi explained 
this strange phenomenon that even in coun 
tries with rampant male unemployment, an 
overwhelming majority of chamber maids 
(7^ per cent in the Caribbean, 80 per cent 
in China, both duiing the late 1980s) and 
domestic servants aa women * International 
hotel industry—‘the new plantation-keeps 
Its costs tow simply by defining its lower 
end jobs as 'women’s jobs’ Immigrant 
women, forced to leave their own children 
and families behind to find lobs asmannics 
and servants in rich countries in the West 
and the Gulf, have become the largest single 
source of foreign currency for the Philip 
pines and Sri Lanka bnloe connects the 
swelhng ranks of women in hotels, brothels 
and affluent households to the politics of 
external d^t that makes earning hard cur 
rency the top priority of debtor countries 

Exploitation of conventional notions 
about women’s ’natural’ station is not 
limited to Third World businesses and 
governments In a rather unusual look at the 
wives of diplomats, Enloe reveals that till 
1972 when ‘diplomatic wives’ orgamsed and 
forced the state department to change its 
rules, they were officially considered ad 
juncts to their husbands They were pro 
hibited from pursuing careers of their own 
and were expected to work without pay to 
create a social atmosphere conduave for 
diplomacy 

Enloe’s most, striking—and the most 


national relations invedves the most naked 
control of colonial and post-colonial Hurd 
World women’s sexuality The US govern¬ 
ment’s insistence in the late 1980$ that the 
Philippines government tests for AIDS all 
women providing sexual services to the US 
servicemen stauoned in that country, bears 
an unmistakable similarity with the ‘Can 
tonment Act’ the British passed a century 
ago, demanding compulsory genital ex¬ 
amination of Indian women around imperial 
military bases 

Pnloe provides a very readable analysis of 
the gender inequalities that lie at the heart 
of the modern day world system Wisely, she 
prevents the reader from despairing by in¬ 
terspersing her narrative with instances of 
women uniting locally and globally to 
challenge their oppression Her faith that 
“Nothing IS natural what has been made 
can be made suffuses the entire book with 
a very welcome optimism 

Yet, the book is not without venous short¬ 
comings, both in Its thematic content and 
in Its style. One major problem is that Enloe 
never defines what she means by inter 
national politics and how it relates to inter 
national economy She moves from politics 
conceived variously aS statesmanship, as im 
pcnalism (and its nemesis, nationalism), as 
military might and as immigration policies 
Furthermore she looks at the role gender 
plays in all these forms of politics at 
levels ranging from sexist assumptions 
(e g women a dependents and care givers), 
lack of equal opportunity (e g, in foreign 
services), state policies that encourage overt 
sexual coercion (e g, sex tour'sm and pro 
stiiution) and create a disposable workforce 
(e g in garment industry and agribusiness) 

Taken separately, no one can deny the 
validity of all these political processes and 
gender inequalities But a struggle against 
these injustices requires a more complex 


df reaUty together. EMotYt lack orattenhon 
towards theoretical detail Imncs the reader 
with no lasung or deeper undentanding 
about women’s struggles but only with mov- 
ing details and anecdotes. 

'The book’s lack of ngour is reflected in 
Its brand of populist feminism. Bar too long 
international affhirs have been assumed to 
be gender neutral But that does not war¬ 
rant that gender should now displace all 
earlier categories of analysis, irrespecuve of 
their validity and usefulness Enloe tends to 
do exactly that At one point, she equates 
‘nsk taking' with a ‘masculinised conception 
of banking’ The reader is ieit vrondmng 
what a feminine conception of banking 
would be 

So concerned is Enloe with supportmg her 
thesis that ‘gender makes the world go 
round’ that she does not even acknowledge 
the classical problems of feminist analysis 
For instance, while men call the shots in 
world affairs, it is important to recognise 
that masculinity is not exempt from 
manipulation for the sake of profits and 
political aims Having to live up to images 
of ‘warriors’ and ‘bread winners’ places 
enormous burden on men too Moreover, 
I nloe places too much faith in the ‘inter¬ 
national sisterhood’ for winning justice for 
Third World women But classes and 
national differences cut nght through the 
sisterhood Carla Hill, the US trade 
representative, and the women at the receiv¬ 
ing end of the trade policies she works out, 
do not have identical interests determined 
by their shared gender The book does not 
deal with these problems with placing genda 
alone at the centre of international politics 
and economits 

For all these limitations, any one looking 
for a readable, popular overview of the state 
of women in the world affairs will certainly 
find Bananas satisfying 
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SPEOAL ARniEaS^ 


Export Promotion, Exchange Rates and 

Commodity Prices 

V Bhaskar 

The collapse of primary commodity prices in the 1980s has been prolonged and has severely affected marry 
developing countries. While low commodity prices can be partly explained by sluggish demand due to slow growth 
in the industrialised countries, high interest rates and technological change, this does not seem a complete 
explanation. 

This paper examines the evidence in favour of the hypothesis that supply factors have partly been responsible. 
Many developing countries have faced severe balance of payments difficulties, in part due to the debt crisis, and 
have resorted to real exchange rate devaluations in order to boost export earnings. Such devaluations may have 
boosted export supplies, or prevented downward adjustments in capacity, and therefore put pressure on com- 
modity pruxs. it also considers the policy implications of this externality, whereby attempts to boost export earnings 
in one primary producing country adversely affect the prices received by others. 


1 

Introduction 

PHIS paper is a study of primary commodi 
y markets, focusing in particular upon the 
upply side of such markets. The commodity 
'risis of the l9R0s has been prolonged and 
rainful for most developing countries. 
Vimary commodity prices have been at an 
ill time low, and most foreca.sts indicate that 
hey are likely to continue to be depressed 
n the medium term. While demand factors 
lave played an important role in keeping 
trices low, this paper evaluates the hypo- 
hesis that low prices are in part due to ex- 
«ssive supply, or at least the failure of sup- 
iliers to adjust capacity downwards in the 
ace of a decline in demand. The 1980s have 
>een a period of acute balance of payments 
lifficulties for many developing countries, 
n part due to the collapse of commodity 
irices but also due to other factors such as 
he debt crisis, and many countries have been 
breed to undertake real exchange rate 
ievaluatioDs and boost export supplies 
'rom a policy perspective it is important to 
Ind out whether such policies have them- 
elves contribut&i to the commodity and 
lalance of payments crisis by causing over- 
upply in commodity markets. This paper 
lonsiders the evidence in favour of such a 
iroposition, and focuses in particular upon 
he negative externality whereby increases in 
upply potential in one country have adverse 
onsequences for the prices received by 
ithers. Such interdependence between pro- 
lucers can have important implications for 
lolicy. This is parti^arly the case for policy 
idvice offered by international institutions, 
ince they can exert levetage upon a number 
>f developing countries simultaneously. If 
uch externalities ate important, a case can 
le made for such institutions to internalise 
hese considerations in their polity advice 
In this version of this paper we omit some 


of the more technical discussion, particularly 
that relating to econometric issues; the in¬ 
terested reader may refer to Bhaskar (1988) 
for a more comprehensive discussion of such 
issues. The paper consists of four sections. 
In Section 11 we examine the reasons for the 
current slump in commodity prices, and 
assess the evidence in favour of the proposi¬ 
tion that debt-service effects are important 
in explaining the behaviour of prices. On 
balance, there seems to be some evidence in 
favour of this hypothesis, although a 
categorical answer is not possible. In Sec¬ 
tion III ve examine a single commodity, tea, 
in order to assess the responsiveness of supp¬ 
ly to price incentives. This is in order to see 
whether exchange rate depreciations have 
had an impact on supply. The evidence in 
this case does not seem very positive. Supply 
elasticities are generally low, and it does not 
seem that excess supply is due to policy- 
induced supply expansions. The weakness of 
demand seems more important. In this con¬ 
text, we find that the major murce of 
demand expansion is from the developing 
countries, since the income elasticity of 
demand for tea is somewhat greater atiower 
levels of income: This implies that the cur¬ 
rent debt crisis and balance of payments dif¬ 
ficulties of many developing countries may 
be affecting tea producers in a somewhat dif¬ 
ferent way, by keeping demand depressed. 
Since this shape of the income elasticity 
schedule may also apply to other primary 
products, this factor may have relevance for 
other commodities as well. In Section IV we 
take up the problem of excess supply from 
a different angle If real exchange rate 
developments have created problems of ex¬ 
cess supply generally in commodity markets, 
it must be the case that they must be impor¬ 
tant in the major commodity producers. We 
consider the largest commodity exporters, 
i e, the indebted Latin American countries 
and the South-East Asian producers, and ex¬ 


amine their real exchange rate movements. 
We find evidence for real depreciations 
among these countries, particularly among 
the most important producers. Trends in real 
exchange rates also indicate a tendency to 
depreciation of late among those countries 
which have not done so earlier. This suggests 
that excess supply in commodity markets 
may persist into the future, since such 
depreciations make downward supply adjust 
ments less likely. In the rinal section we 
examine the policy implications of sUbfa 
interdependence among commodity pro- 
ducen. Since international agencies such as 
the IMF or the World Bank deal simul¬ 
taneously with many developing countries, 
we .suggest that such considerations should 
be internalised in the policy discussions, if 
policies are to be appropriate for the coun¬ 
tries taken as a whole. 

II 

Commodity Prices in 1980s: 

A Possible Explanation 

The terms of trade of primary commo¬ 
dities have been a central issue for develop¬ 
ing countries. Concern has focused both 
upon the secular tendency of the terms of 
trade m-a-vis manufactures, and upon the 
short run variability in primary commodi¬ 
ty prices, with the UNCTAD proposals for 
primary commodity price stabilisation being 
aimed at solving the latter problem.' The i 
issue of the terms of trade was sharply posed 
by Prebisch (1962) and Singer (1950), with 
the argument that there was a seculgr 
tendenc)’ for the terms of trade of primary 
products to deteriorate, due to their low 
income elasticity of demand. This tendency 
could also be accentuated by monopoly 
power in product and labour markets in the 
developed countries. These arguments and 
the ensuing controversy, as well as the 
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oy apnios iiYsvi, anu iiioit recently ny 
Stepsfoixi (1985) and Sarkar (1986). The 
events of the 1970s, with the rise in oil and 
commodity prices and concern about the ex- 
haustibility of resources and the consequent 
"limits to growth” seemed to banish these 
concerns. However, the events of the 1980s 
have brought these questions back into 
focus, and sharply indeed. A new acute 
^hase in the decline of real commodity 
mices began with the international recession 
of 1980-82 when output fell in the OECD 
countries, and the price index of 33 primary 
commodities (excluding energy) relative to 
the price of manufactured imports fell by 
32 per cent. More importantly, this decline 
was not reversed by the economic recovery 
which ensued in 1983. Although OECD out¬ 
put growth has been 3.2 per cent per annum 
in the years 1982-86, the customary link bet¬ 
ween developed country growth^ and com¬ 
modity prices seemed to have snapped. Real 
commodity prices in 1985 were below their 
1982 level and were in fact at their lowest 
since the World War. IjOw commodity prices 
have been extremely favourable for most in¬ 
dustrialised countries—not only have they 
ensured improved terms of trade and higher 
real income, they have also played a crucial 
role in bringing about the decline of infla¬ 
tion in OECD countries to the lowest level 
in 20 years (see Beckerman and Jenkinson, 
1986). However, the problems for develop- 
' ing countries who are dependent upon these 
^exports have multiplied. 

^ TTie nature of trends in commodity prices 
may be discerned from charts 1-5. These 
'charts show the movement (up to 1987) of 
'an index of commodity prices in real terms, 
and are derived by deflating the commodi¬ 
ty price in dollars by the index of industrial 
country export unit values in dollars. Chart 
p shows the development of the index of 33 
.'ommodities (excluding energy); the sharp 
Jcclinc in 1980 is followd by a minor 
jiKOvery in 1983, but this soon collapses, 
^hart 2 shows the behaviour of the index 
^»f food; here the collapse of the n1id-1980s 
^even more pronounced. A similar feature 
jm be noticed in Chart 3, for beverages. The 
jrend in raw materials is somewhat better, 
ith a him of a recovery in prices in the re- 
mt past (see Chart 4). The index of metals 
!!hart 5) also shows a substantial decline 
though there has been a partial improve- 
lent in prices of late. It must be pointed out 
|at the recent recovery in commodity prices 
IS been extremely limited—real prices in 
ecember 1987 were still 20 per cent below 
Jdr average level of 1980-84, and the latest 
«8) IMF World Economic Outlook fore- 
|sts that future prices are likely to stabilise 
jthe levels of early 1988. 

|Before proceeding to a discussion of the 
raometrics of commodity prices, it might 
juseful to outline the major developments 
jthe imernational economy in the 1980s 
jiich impinge upon commodity markets. 
|e early years of the decade were marked 
^severe recession in the industrialised coun- 



moneiary policies wnicn were giimea n 
reducing inflation, ^tween 1979 and 1982, 
output in the industrialised countri«> grew 
at less than 1 per cent per year, as compared 
to 4 per cent in the period 1976^79. The ef¬ 
fect of slow growth on commodity markets 
was compounded by high interest rates— 
short-term rates were up to 7 per cent greater 
than inflation in the early i980s, and real 
rates have remained extremely high since, at 
about 4 per cent. This may be contrasted 
with the negative real rates which charac¬ 
terised most of the 1970s. These high interest 
rates, which were an important inducement 
to reduce commodity stocks, were mainly 
due to the pursuit of a restrictive monetary 
policy by the United States in conjunction 
with a huge Hscai deficit. These policies also 
resulted in a huge appreciation of the US 
dollar, which rose by almost 60 per cent bet¬ 
ween the end of 1980 and early 1985. Subse¬ 
quently this appreciation has been reversed, 
although the budget and current account 
deficit of the United States persists, putting 
pressure on interest rates world-wide. Since 
much of developing country debt was dollar 
denominated, the rise of the dollar and in¬ 
terest rates resulted in a big increase in the 
debt burden of borrowers, causing the crisis 
of 1981-82. Since then, the indebted coun¬ 
tries have been forced to implement austerity 
policies to reduce their imports and augment 
exports in o^er to service their debt. One 
way of earning more ioreign exchange has 
been through real exchange rate devaiu- 
ations-rthe latest .(1988) IMF World 
Economic Outlook documents that real ex¬ 
change rates in the developing world today 
are substantially depreciated in relation to 
the past. Since the balance of payments dif¬ 
ficulties of the developing world arc far from 
over, these policies seem set to continue in 
the near future. 

A central question in understanding com¬ 
modity markets is an explanation for the col¬ 
lapse of commodity prices in the 1980s, and 
for the failure of prices to recover even when 
output growth improved in the OECD coun¬ 
tries. The favoured method for analysing the 
determinants of commodity prices remains 
econometric, and it is on econometrically 
estimated commodity price equations that 
we focus upon in this section. A key fact 
regarding such econometric equations is that 
most estimated equations have turned out 
to be unstable in the 1980s, predicting real 
commodity prices substantially higher than 
actually materialised. This has been reflected 
in the fact that most price forecasts 
emanating from international institutions 
such as the OECD, the World Bank or the 
IMF have consistently overshot actual per¬ 
formance. Indeed, a recent study by Warr 
(1988) finds that the World Bank’s com¬ 
modity price projections are not statistically 
efficient and overpredia prices for a number 
of commodities.’ This appears to be related 
to the effect of exchange rate fluctuations 
upon real commodity prices. With the rise 
of the dollar in the first half of the decade. 


tiaiiy. wiuK tnu is not in iiieii surpnimg, 
since a rit« in doltar value may be expected 
to raise commodity prices in terms of say 
German marks whi)e reducing it in dollar 
terms, mthout aiQt major effect upon the in¬ 
dex in terms of a weighted average of in¬ 
dustrial country nport prices, the surpriring 
thing is the magnitude of the negative ef¬ 
fect. Dornbusch (1985) found the eiastidty 
of the dollar commodity price with respect 
to the dollar value to be -1.5, while 
Beenstock (1987) finds an elasticity of -1.4. 
This imidies that a rise in dollar values 
reduces real commodity prices not merdy 
for (he United States, but also for other 
OECD countries. It may be noted that these 
estimates allow for OECD output and in¬ 
terest rate effects, i e, they measure the 
response of commodity prices to dollar ap¬ 
preciation over and above any decline which 
is attributable to the rise in interest rates or 
output deflation in this period. These fin¬ 
dings show that the steep rise in the value 
of the dollar has had a negative impact upon 
developing countries, not only by raising the 
real value of dollar denominate debt, but 
also by squeezing the terms of trade of 
primary products. This empirical result 
showing that dollar commodity prices react 
to an increase in the dollar wdue with an 
elasticity greater than unity, is contrary to 
the predictions of theory. The relation bet¬ 
ween exchange rales and commodity prices 
was set forward by Ridler and Yandle (1972) 
and developed further by Gilbert (1987), and 
this theoretical analysis predicts that the 
elasticity of the dollar price of commodities 
with respect to the value of the dollar should 
lie below unity, and probably around 
0.6-Q.8. An explanation of why commodity 
prices over-reacted to the appreciation of the 
dollar seems important in explaining the low 
level of real commodity prices in the 1980s. 

The hypothesis offered by Dornbusch 
(1985) to explain this link between dollar 
appreciation and commodity values lies in 
terms of the supply side. Dornbusch argues 
that many developing countries may have 
responded to the dollar appreciation by 
depreciating their currency in real terms, i e, 
by devaluing vis-a-vis the dollar more than 
other industrial countries..Consequently, the 
dollar appreciation may have induced large 
real exchange rate devaluations in develop¬ 
ing countries, resulting in an expansion of 
export supplies, causing downward pressure 
on commodity prices. Msoy developing 
countries were forced to resort to real 
devaluations due to the increased real burden 
of dollar denominated debt, as well as the 
balance of payments difriculties induced by 
the world recession. The hypothesis is that 
with the rise; of the dollar and the rise in 
world intoest rates, many developing coun¬ 
tries faced a sharp rise in debt repayments, 
and were forced to expand export supplies 
in order to boost export earnings. This rise 
in export supplies was responable fm the fall 
in commodity prices. 

This question has be«i taken up more 
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lyitemiticaliy by Gilbert (1987) and Chang 
(1987). Oilben (1967) estimates an equation 
for the dollar commodity price, using 
quarterly data from 1965 to 1986 This equa¬ 
tion IS estunated for the World Bank 33 com¬ 
modity index (excluding energy), as well as 
the three main sub-indices—food, agricul 
turai non-food and metals and mineral^ 
Our focus IS on the lelation between ex¬ 
change rates and commodity pnces, and one 
important modification that Gilbert in 
traduces is to use a more appropriate index 
of the dollar exchange rate that the IMI 
MERM index The MERM index is based 
on a weighted average of exchange rates, 
with weights based upon the importance of 
countries to US tiade, which is clearly un 
suitable when one is concerned with the ef 
fects on commodilv prices Instead, an in 
dex of dollar value based upon OL( D gross 
domestic weights is used, which is clearly 
more appropriate. The explanatory variables 
include those normally used such as OtC D 
output growth, interest rates and the value 
of the dollar In addition to test the 
hypothesis that debt service requirements 
have contributed to low commodity prices, 
the logarithm of the debt scM-vice commodity 
price index ratio is also used This reflects 
the idea that with a higher debt service 
burden relative to <rx|)ori eainings, countries 
increase commodilv cxpoits with a const 
quern negative eflcci upon commodity 
prices 

The empirical results pios idt some sup 
port for tht hvpothcsis that ddn induced 
supply shills have been impoiiant in the 
decline in commodits prices Iht fust tin 
ding IS the disiinctiori between the compen 
sated and uncompensated elasticities of the 
commodity price with respect to the dollai 
exchange rate I he compensated elasticiiv 
allows for the real debt effect and iheiclort 
IS an estimate of the eflect of a change in 
dollar value keeping the debt sersice latio 
constant, whereas the uncompensated clasti 
city considers the total effect Gilbert finds 
that the compensated elasticitv lies in the 
range (06, ()8j lor the aggregate index in 
line with the Ridler and Yandle theoretic il 
results T he evidence for debt efiects is pai 
ticularly strong in foods, resulting in an un 
compensated elasiieiiy of |09, I 1] while the 
compensated elasticitv is 0 76 Flic es idence 
for debt related effects is some-what less 
clear-cut for agticuliiiral non foods and 
weak foi metals and minerals where the dif 
ference between comficnsated and uncompen 
sated elasticities is not vers large On the 
basts of these results there seems to be some 
evidence that debt-induced supply shifts are 
partially responsible for depressed com 
modify prices, particularly since they seem 
to be the only coherent explanation foi the 
large negative effects of dollar appreciation 
upon commodity prices' 

While Gilbert’s conclusions have been 
questioned by Chang (1987), u seems to us 
that his arguments are not very persuasive 
The alternative equations estimated by 
Chang, which purport to show the irrele 
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vanceof debt related effects, seem improper¬ 
ly specified and fit worse than Gilbert’s * 
1b summarise, there seems to be some 
evidence in favour of the hypothesis that the 
increased burden of debt faced by many 
primary producing countries has been par¬ 
tially responsible for weak commodity pnces 
in the t98(K While the evidence is not con¬ 
clusive, there docs not seem to be any other 
convinang explanation for the behaviour of 
commodity prices In addition, such an ex¬ 
planation can also enable us to make sense 
of the extremely large effects of the dollar 
appreciation Of course, such a hypothesis 
cannot be adequately tested at the aggregate 
level What is needed is a more detai'.J 
investigation of individual commodity 
mai kets m order to see whether the balance 
of payments requirements of primary pro 
ducers have resulted m elforts to boost ex 
port supplies by exchange rate devaluations 
and other means The effects ol these 
measures upon actual supplies and com 
modity prices also mciii furthei invcsiiga 
tion A study ol intei country differentials 
in export pcilormanct can also shed light 
on this question 

Hi 

Ui>saiiiation, IViidiiror Inconlisos 
and Kxport Supply: An Analysis 
of tiio intornational Tea Markol 

In this scstioM wc lake up a single com 
modity market inoidci loconsidei in more 
detail the questions raised in the previous 
section In pariicular, wc ccmsidei the ques 
lion of devaluaiion and producci pnee in 
cemists 111 order lo see whether such policies 
mas base led to ovci supply and downward 
pressure upon pines I he choice of lea was 
dictated bv several considerations Wc have 
alieady seen iliai ihc over supply and debt 
related cl feels were most clearlv indicated 
in the index ol liKids, suggesting ihat lui 
thcr anilysis be focused on a cominoditv 
Ocloniim to this category lea is otic ol 
UNClADslisi ol 16 core commodities wiih 
85 pel ctni of world exports being made bs 
developing countries ’ Lxports art highly 
ccinccnirated upon ioui countries (India. Sii 
lanka China and Kenya) accounting tor 
two ihiids of world exports The high eon 
centraiion of txporls makes the inierdepen 
dence between commodity producers paiii 
LUlarlv relevant from a policv perspective, 
since ilte fewness of numbers makes an ex 
plieil allowance for such interdependence 
ea'Ki In addition, three of the above lour 
tOunliKs belong to the Commonwealth and 
arc ilso the mam produee'is ol black tea 

I ong term trends m the tea market have 
been adverse loi pioduecrs The product 
eshibtts a veiy low income elasticiiv ol 
d mand at high Itscis of intomc, so that 
di mand Irom devel iped countries has been 
stignani in addition, eonsumcr tastes have 
been switching away towards coffee and svn 
thetic substitutes in the mam export markets 
su.h as the United Kingdom As a result 
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by 0.6 per crent per annum in the years 
1971-1984 Both because of population 
growth and a possiUe higher income elastici¬ 
ty at lower levels of income, developing 
country imports of tea grew at 4 7 per cent 
per annum over the same period, eniMing 
the exponers to increase supplies at 2.4 per 
cent pel annum Excess sup^y has also bm 
mitigated by the growth ol demand in some 
of the mam produang countries, such as 
India, where the domestic market has 
become increasingly important Daditionatty, 
India and Sri Lanka, and to a lesser extent 
Indonesia held a monopoly of the black tea 
market, supplying almost 90 per cent of 
world expoits at the end of the war Thdr 
market share has been eroded by the rise of 
the newer producers in Africa, in particular 
Kenya, and to a lesser extent. Malawi, 
Tanzania and Morambique. The importance 
of tea to the balance of payments of these 
countries is also obvious Irom lable 2. 
Sri 1 anka Kenya and Malawi are strong 
dependent upon tea export earnings, with 
almost a third of revenue being earned by 
the single crop in the case of Sri Lanka. 

( hart 6 shows the developments in the in¬ 
ternational tea price m real terms • mce 1959. 

()nee again we deflate the tea price n dollars 
by an index ol industrial country it otport 
values in dollars to get a measure of the real 
price The picture is clearly one of long terra 
decline in the terms of trade of tea vts-a-vis 
industrial commodities The index of the leal 
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price of tea in 1987 wm lest than a thud of 
Its tevd in 1959 One aspect needs comment 
the sharp rise in prices in 1984 This was due 
to the imposition of export curbs by the 
Indian government in order to moderate 
domestic tea prices It is striking that this 
episode was so ephemeral, with the pnce of 
tea falling below its 1982 level by 1986, and 
continuing to decline in 1987 

The methodology of our study needs to 
be explained first 1 he question we ask is 
to what extent have devaluation and export 
promotion policies been responsible for an 
increase in export supply in the mam expor 
ting countries, thereby putting downward 
pressure upon tea prices^ In the first in 
stance, we examine the policy environment 
in the main black tea producing countries,^ 
and detail the nature in which incentives in 
the export sector have been altered by 
government policy Subsequently, we 
examine the effect of these changes in incen 
tives upon export supplies Wr estimate ex 
port supply functions for the mam black tea 
producers, in order to see the nature of the 
relevant supply elasticities Finally these 
results, together with infoimation regarding 
demand developments arc assessed in order 
to arrive at sonic tentative (.(inclusions as to 
the validity of the hypothesis undci 
que.tion 

tXt HANOI RAftS and I \l>ORr 

iNCFNtlVlS IN SumUlCOUNIRlIS 

Fcononiic thcoiy tells us that thi supply 
ot tea from thi productis in any country 
depends upon (he real puce of tea icccived 
by pnxiucers I his real piicc is simpi) the 
tea price paid in domestic cuirency to pro 
ducers, deflated by an index of input price 
as well as prices m other sectors of tht 
economy 1 or simplicity we can take the con 
sumer price index as the relevant deflator' 
In the absence ot any taxes or subsidies to 
producers, the real producer price is simply 
■he product of the real Internationa] tea pnce 
and the real exchange rate C onseqiientiv, the 
percentage variation m tiie real producer 
price tan be decomposed info the percen 
tage change m the real international price 
of tea and the percentage change in the real 
exchange rate Variations m the real price of 
tea have already been considered in the m 
troduction to this section There has been 
some controversy about the appropriate 
measure of the real exchange rate (sec for 
instance Wickham, 1987) For our purpose, 
smee we are concerned with the profitability 
of exporting a p'lmary commodity, the 
simplest measure, seems the most appro 
pnate as well The real exchange rale is 
defined as the produa of the annual average 
exchange rate iii dollars (the pnce of one 
dollar m terms of domestic currency) and 
the pnce index of industrial country exports 
m dollars deflated by the domestic consumer 
price index Variations m this real exchange 
rate index depend upon nominal exchange 
rate changes as well as relative rates of 
inflatioii 


Chart 7 shows Kenya’s teat ekchange rate 
over this period It is clear that Kenya has 
had a trend towards a real exchange rate 
devaluation since the late 1970s Exchange 
rate policy has favoured the tradable sectors, 
and m the case of tea, has partially alleviated 
the costs to producers of the dechne m the 
terms of trade 

C hart 8 shows Sri Lanka’s real exchange 
rate In ‘ki Lanka’s case, there was a tendency 
towards a real exchange rate appreciation in 
the early 198(K but this has been reversed 
recently 

C hart 9 shows that India’s real exchange 
rate, which also had a tendency towards ap 
preciation until 1982, has depreciated 
subsequently 

Apart from real exchange rate variations 
and changes in the real lea price on inter 
national markets, the extent of producer sub 
sidics/expori taxes can also clearly vary 
Data on this are difficult in get, and it is not 
clear how one can allow for this In the case 
of Kenya however we have been able to get 
the actual producer price, which when 
dcflaird IS clearly the relevant variable 

1 mally, the extent ot import protection is 
clearly important Several countnes have em 
bai ked upon policies of import libcralisa 
tion m the recent period Such policies 
reduce incentives foi import substitution, 
and increase the effective rates of return in 
upon industries Kenya has embarked upon 
such a policy m the 1980s while Sti Lanka 
has undertaken a substantial degree of im 
port liberalisation since 1977 India has also 
done some import liberalisation, however, 
this has not b^ on the same scale as the 
othei two eoumries 

C harts 10 12 show the behaviour of tea 
export volumes in the three countries Ex 
port volume shows strong growth in the 
Kenyan case but is stagnant with some 
tendency to decline, in both Sri l.aDka and 
India 

The econometric csiiroation ot export 
supply functions poses major problems in 
the first instance, gestation lag between plan 
ling and pioduction is long in the tea in 
dustry typically being about six years This 
implies that productive capacity in any year 
depends upon decisions taken six years ago, 
on the basis oT oxpecrations about future 
prices prevailing at that time Ihis in turn 
must involve expectations as regards the 
development of mternatuvnal prices, and 
about exchange rate policy, domestic infla 
tion, as well as a whole host of other incen 
tives such as producer taxes/subsidies Ideal 
ly, one should model these expectations 
perhaps by a recursive lutoregression In 
practice it proves almost impossible to 
estimate such an equation due to the limited 
number of observations, and major struc 
tural changes “* 1 he cn ire period since the 
l9S0s has been one of a structural shift in 
the international tea market Kenya, the new 
producer, has rapidly increased its market 
share, while India and Sri Lanka, the esta 
blished producers, have remained stagnant 


in terms Of eqion quanMiranB^oiheBIc ^ 
estimation would have to take into account 
these complex factors, and these problems 
are more fully discuss^ in Bhasfcar (1988) 

In this paper we merely rqwrt our findings 

Kenya 

The econometric estimation was most suc¬ 
cessful in the case of Kenya Fbr all estima¬ 
tions conducted in periods after 1968, the 
real producei pnce of tea was an important 
determinant of export supplies, and the pnce 
elasticity of supply was approximately 0 S 
In other words, a 1 per cent increase m the 
producer pnce induced a 15 per cent in¬ 
crease in export volume of tea However, the 
years before 1968 seem to indicate the lack 
of a dear price response. One explanation 
may be that the years 1960-68 include the 
find years of colonial rule and the first years 
of independent Kenya The political uncer 
tainties during this period, particularly 
among expatriates, could well be responsible 
for this phenomenon 

As wc discussed earlier incentives for ex 
port production may not be completely cap¬ 
tured by the real producer pnce of tea alone 
Another important factor may be the incen 
tives for import substitution, impor. hbera 
hsation may increase the incentives tor ex 
pon sales by shifting resources away rom 
import substitution industries 1b allow for 
this possibility we constructed an index of 
the rate of import dutv, this turned our to 
have a negative effect on export supply, 
although the coefficient was not significant 
at the ’> pci cent level (the t statistic was I 6) 

Sn iMnka 

The Sri Unkaii tea industry has perform 
ed relatively poorly since the war 1 he in¬ 
dex of export volume has remained stagnant. 

It Was 102 in 1960 100 m 1980, and 113 in 
1986 Exports in the 1980s have lemained 
well below their peak of 123 in l%3 Sn 
Lanka has lost market share as well, from 
26 per lent of world exports in 1949 SI to 
18 2 pci cent in 1981-83 However, tea con 
tinues to play an important pan in the Sn 
Lankan economy and exports, providing 313 
per cent of export revenue in 1981 83 
The results on export supply respon 
siveness were less dear-cut than in the case 
of Kenya The estimated equations gave 
more or less similar results regardless of the 
sample period In tail cases the coefficient 
on prices had the expected sign, but was not 
significantly greater than zero at the S per 
cent level of sigmficance. The point estimate 
of the eiastiaty of supply was also lower at 
appruximatdyOl This is clearly a fairly low 
elasticity The performance of the equation 
was much pqprer than in the case of Kenya 
and the presence of a negative time trend 
brings out the rdative stagnation of the Sn 
Lankan tea mdustry, with a tendency of out¬ 
put to decline The responsiveness of supi^y 
to pricxs also seems fairly low The lack of 
priceicsponsiviness msy also be a refleaion 
of the structural changes brought about in 
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the industry in the early I970i. The govern¬ 
ment icarri^ out a land reform and many 
estates were nationabsed, and began operat¬ 
ing as publiL enterprises These publitly 
owned companies were less concerned with 
profit maximisation than with other goals 
such as employment maintenance and en 
sunng toreigii exchange earnings Such a 
motivation would make downward adjust 
ment of supply less likely should the price 
of tea fall in the international market - since 
tea provides almost a third of Sri Lankan 
foreign exchange eainings this would have 
serious effect on the balance ol payments 
In such a situation the government would 
be more inteiested in boosting expiorts to 
earn foreign exchange even il prices were un 
piotitabic Such factors coulcl make lor low 
supply elasticities in the industry 

India 

India has long been the maioi player in 
the international lea inai kci While Us share 
ul the intcinational lea market has declin 
ed liom 4U per cent m 194*) SI to 26 6 per 
cent in I9KI Kt, u still remains the largest 
producer and expoilci /V maior difference 
as compaicd to the oilier countries in our 
study IS that India is also an important con 
sunicT ot lea flu doiiiesiic niaikcl has 
grown lapidlv and domestic absorption has 
been an iinportan' reason limiting theoscr 
suppis III the lea iiiirkst I be impoitance 
of domestic coii .um< r mic rests was brought 
home sharply b\ the tsents ol 1981 when 
the Incliaii goscinment ciiiiaiUd tedcvjMiris 
in order lonuHlci ilc doiiicslii piices thereby 
sending int i national iiriccs skyicickcting, 
albeit lor a mij hint pfiod I iirther the 
Indian cxpoiis are consiclciabls mure diver 
silictl than ciilui Kenya oi Sii I anka with 
tea contiibutmg only ‘ 6 pel cent ot export 
eatiniigs m 19X1 81 

Lstiniation ol an c\|>orl supply tunctiun 
proved most trc<ublcsunic in the Indian ease 
Despite trying a numbei ol speeilieatioiis, 
wr were unable to find a laiisfactorv cejua 
lion In must tstinialions the eoetficient on 
the piodueer price turned out to be negative 
Nor IS tins explaiiiablc on Iheoietieai 
grounds I he plaiilalion sector consists 
mainly of piofit maximising turns, and pea 
sant production or the stale sedoi art not 
relevant 

We arc now in a posiiiuii fo summaiisc 
the results of our study of the international 
tea market The elasticity of supply does not 
seem to be very high in the international tea 
market This seems to be the case particular 
ly for the two largest producers, India and 
Sn Lanka In the case of Kenya there is more 
evidence of supply responsiveness Conse 
quently, there does not seem to be very 
strong evidence in favour of the hypothesis 
that exchange rate policies have encouraged 
oversupply m the international tea mai ket 
Perhaps one might be able to argue that in 
the absence of exchange rate devaluations, 
the collapse of tea prices in the 1980s might 
have brought about supply adjustments in 


the main pioducmg countries, with some 
reduction in capacity An evaluation of this 
hypothesis would however have to consider 
alternative policy scenarios in individual 
countries, something which is beyond the 
scope of this study 

Dm study also suggests that demand fac 
lots may h,ive played an important role in 
Ihe tea market, in a way wliicn is not often 
noted It Is dear that the ntam tncicase in 
the demand lor tea in recent years has been 
from the developing t ountries Whereas dt 
mand in the industrial cuuiitncs has dccim 
ed, consumpiion in the developing world has 
grown at 4 ■' per I cnl per annum I Ills is also 
consistent with ihe low income elasticity of 
demand loi tea at Inch levels ol income, with 
demand being more responsive to income 
when income is low One of the factors 
bchmd lh< slow giowili ol demand in the 
1980s IS therefore likclv to be the stagnation 
111 living standaids, with absolute decline in 
some instances inthcdcstlopiiii'woild Due 
to the debt ensis and the tall in piicc of ollici 
commodities, mconics have been sgucc/cd 
thes sqm c/mg demanu 

l\ 

Trends in Real Kxrhange Rates 
among Major C'onimodil) 
Producers 

Kdthei than follow up oui studv of the 
tea industiv with another commodity study, 
we pursue a dificreni tack in this section We 
considct the hehavioui ol real cxehangc rates 
in (ountries which air important commodilv 
producers We take up those countries which 
produce an important share of the total 
value of commodities tiaded on the intei 
national market, and constdei whether 
CM bangc laic policies have been such as to 
give use to a tendemv towards over supply 
in these countries More specifically, we base 
our choice of < ountries upon ihrii shares in 
the total trade of the World Bank's 31 com 
modities We exclude those countries which 
are mainly oil producers The sample ol 
countiies chosen consists of Argentina, 
Brazil, C olombia, Malaysia, Indonesia a,id 
Thailand Bvo other countries, Chile and (to 
a lesser extent) Philippines, are also impoi 
tant commodity produccis However, a study 
of the evolution ot their real exchange rates 
has already been conducted by Wickham 
(1987), and we can draw upon his icsults to 
extend our discussion lable 3 shows the 
share ot these countries in total commodity 
trade those countries which are significant 
oil exporters are marked with an asterisk 

lb give an idea of the impoi lance of these 
countries, we can consider their market 
shares of individual commodity exports 
Argentina has 87 per cent of the maize 
market, 5 9 per cent of the groundnut 
market, over 3 per ccut of the markets for 
wool, beef and wheat, and 61 per cent of the 
market for linseed oil Brazii has 20 per cent 
of the coffee market, 12 per cent of the 
cocoa market, 25 per cent of the market for 


iron on^ lis pier of lUauttity U tillf (an' 
of manganese, 32 per cent of sisal, 10 per 
cent of tobacco, and 6 per cent of sugar In¬ 
donesia has 25 per cent of the ruUxr market 
and 13 per cent of tin Malaysia has 70 per 
cent of palm oil, 47 per cent of rubber and 
29 per cent of tin T hoiland has 22 per cent 
of rice, 15 per cent of rubber suid 13 per cent 
of tin Philippines has 27 per cent of copra, 
Chile has 22 per cent of copper and 25 per 
cent of fishmeal, and Colombia has 16 per 
cent of the coffee market " 

Since these countries are the most impor¬ 
tant players in international commodity 
markets, supply conditions in aggregate are 
likely to be dominated by their internal 
economic developments Charts 13 18 show 
our calculations for real exchange rates m 
these countries between 1978 and 1987 The 
three I .aim American countries have under¬ 
gone substantial real exchange rate devalua¬ 
tions in this period I he trend has not been 
uniform, as one might expect given the high 
inflation rales which havecharactensed these 
economics, but the overall movement of the 
real cxchangv has been upward The magni¬ 
tude of teal devaluations has been parti- 
Luiarly great in Aigcimna and Colombia 
luinmg to South 1 ast Asia, Indonesia has 
undcitaken a major devaluation Ihe ex¬ 
perience of both Malayvia and Th<tl,nd has 
been rathei diltcicm Both these countries 
cxpciieiiced real appreciations in the early 
eighties but this has been reversed by 
depreciations since Their exchange rates do 
nui show any significant trend over the en- 
iiic period as a whole In addition, 
itkh.im s analysis (1987) shows .hat Chile 
and Philippines have appreciated in real 
teims m the recent period 
In terms of the importance of countries 
in the commodity markets, it therefore seems 
that exchange rate depreciations have been 
significant In our sample, three important 
countries (Argentina. Brazil and Indonesia) 
have had big devaluations, and so has Col¬ 
ombia It IS ditficult to argue conclusively, 
on lilt basis of this evidence, that su^ 
policies hast been primarily responsible for 
ovei sujiply m commodity markets How¬ 
es er. It IS clear that such exchange rata 
changes aggravate the disequilibrium in 
commodity markets, by preventing supply 


|SH>I I SlIXKl'.dl Sn L( IlD ( OlINTRIkS IN 

Imsi loMMoiiin IxiMRrsoi nil World 

(Per cent! 


Countrv 

Average Share 


(1981 83) 

Aigentina 

08 

Brazil 

15 

1 hile 

06 

C olumbia 

05 

indumsia* 

34 

Malaysia* 

22 

Ph lippincs 

05 

Ihailand 

07 


* Significant oil exponws 
Source United Nations 
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CHAKT 13 REAI EXLHANOE RAJI OF ARGENTINA, 1978-1987 



CHART M REAL EXCHAfSoil RaM flP BRAJUL. ID/g-lWlr 
(1980 < 100) 



reductions The recent wtdkriess ol coni 
modity pnccs can perhaps be explained in 
such terms With many couniiies facing a 
continuing debt burden and balance ol 
payments difficulties, and adopting policies 
to at least retain if not increase export sliates, 
adjustments in supply will be turther 
delayed 

In addition, there is another factor maV 
mg for excess supply Metals and minerals 
are often product by para statal organisa 
tions, whose objectives are closely linked to 
those of national governments Even in the 
absence of exchange rate depreciations, such 
firms can pursue goals such as maximising 
export revenue without a concern only about 
profits Anecdotal evidence exists for such 
behaviour, for example, in the case of 
Chilean coppei exports 

V 

Interdependence, International 
Institutions and Economic Policy 

Commodity markets can, in some respects 
be characterised as a situation of “competi¬ 
tion among the few" Although the indi 
vidual producers of a commodity like tea 
may be atomistic, with no market power, the 


countries concerned often have a large share 
of the market Since the incentises affecting 
the individual producer are determined at 
the level ol the government, economic polio 
clearly must take into account the ‘largeness* 
of the country conrerned This in itself is 
well established and uncontrovcrsial Iradi 
tional trade theory argue‘ for the need toi 
an optimum export lax in the case where the 
country is a majoi supplier on ilic world 
market, and where the export product is pro 
duced competitively (see, foi example 
Corden, 1974 for a diseusMon) Howevci, not 
much attention has been focused upon the 
problem of interdqiendence, when producers 
are few, and where each’s policy exerts a 
powerful influence upon the other’s export 
earnings ” In this section wc propose lo 
take into account some implications of this 
interdependence, and to consider their im 
plications for exchange rate and export 
policy 

Consider now an individual country 
deciding to provide the optimum level of ex 
port incentives from its point ol view I he 
highei the level of export incentives for the 
piimary product, the larger its supply, and 
hence lower the international pnee From the 
individual country’s point of view, the op 


timum outcome is such that it balances the 
cost to it'clf of a lower price against the 
bcrictii of additional sales It neid not take 
into account ihc effect of this lower price 
upon oihci piodiuers In other words, if 
each countrs chooses the export incentives 
accoiding lo iis own iiitertst the resulting 
outcome IS strictls iiiltiioi for all exporting 
countries coiiccincd It countries could co¬ 
operate, and provide lower incentives to their 
piiiiiars producers, thev could all do better 

While this argument is pcrtecily true, it 
mas well be obicxtcd that the countric' con¬ 
cerned will not cooperate since such co¬ 
operation IS fundamcntalK unstable Each 
country will be moved by its own self interest 
to break any co opei itive agreement by ex¬ 
panding incentives lot its own exporters 
I his argument however fails to take account 
of the fact that countries have typically not 
provided high level' ol incentives for their 
primary produceis International institutions 
such as the IMF oi the World Bank have 
shown us that mans countiies often follow 
policies whii h are not designed to encourage 
cxpoii production, and have argued that a 
reversal ol such jKilicies is necessary for an 
iinprovenicnt in then economic perfor¬ 
mance This suggests that political pressure 
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^raupi ociH, wnicn wouia maw kw a mwcr 
degree of export orientation. The role of in¬ 
ternational organisations has often been to 
exert pressure for an export orientation in 
economic policy. 

The arguments presented here suggest that 
an international organisation which is con¬ 
cerned about the export performance and 
balance of payments of a group of countries 
should take the interdependence between 
them into account. Even if it be the case that 
it would be optimal (in welfare terms) for 
each country to maximise its export earn¬ 
ings, the optimal policy suggested by the 
organisation should be different. More 
specifically, the countries concerned can 
maximise export revenue by each individual 
country not maximising its own revenue. On 
the other hand, should each country try to 
maximise its own export earnings, the net 
effect would be lower export revenue. 

This also suggests that an evaluation of 
the policy recommendations of international 
organisations should take into account the 
effects of these policies upon all the coun¬ 
tries which are affected by the policy, lather 
than merely the specific country to which 
the policy is addressed. That such a perspec¬ 
tive is imponant is in fact suggested by 
Camdessus, Managing Director of the Fund, 
who declared that the objective was “to 
focus the attention of each country on the 
consequences of its actions for the others 
and for the rest of the world, and to help 
to evaluate the consistency of national 
policies with objectives for the group as a 
whole”. This also implies that the standards 
of assessment of Fund stabilisation policies 
must be different, it is also usual, in discus¬ 
sing policy alternatives, to compare coun¬ 
tries who have adopted different policies, 
and to see which one has done best. This 
procedure is not very useful, since the coun¬ 
try which adopts a policy of export promo¬ 
tion may do better than one which docs not. 
However, both countries may have done bet¬ 
ter had neither undertaken such policies. 

in conclusion, one may suggest that 
policies in developing countries should be 
such as they do not aggravate the fundamen¬ 
tal over-supply in commodity markets, and 
enable a downward adjustment of supply 
potential. These adjustments are difficult in 
a situation of chronic debt and balance of 
payments difficulties, when countries are at¬ 
tempting willy-niiiy to expand their exports. 
One alternative would be for such countries 
to expand manufactured exports without 
stimulating commodity supplies. For in¬ 
stance, a policy which could achieve such a 
goal could be a devaluation coupled with a 
tax upon primary exports. This would per¬ 
mit import substitution and export promo¬ 
tion in manufactures without increasing 
commodity supplies. Politically however, 
such taxes may be difficult to impose in con¬ 
ditions where real commodity prices have 
seen such sharp declines, and where primary 
producers have seen sharp cuts in living stan¬ 
dards. Another alternative could be the pro¬ 
motion of manufactured export and import 


suoamnies qieciiicauy, vn farms ana opon 
subsidies. Although such a ptdicy is equi¬ 
valent in economic terms to one of taxing 
primary exports while resorting to a devalua¬ 
tion, it may be politically less difficult to 
impose. Diversification into manufactured 
exports may have its own problems (in¬ 
cluding the possibility that the fallacy of 
composition operates here as well), but these 
are likely to be less severe than the outlook 
in commodity markets unless fundamenul 
supply adjustments take place in the near 
future 


Notes 

[1 am grateful to David Sevan, Paul Collier, 
Bunt Ghosh, Christopher Gilbert and Ganeshan 
Wignaraja for discussions. My special debt is 
to Hans Singer for his numerous suggestions 
and detailed comments on earlier versions of 
this paper, and to S K Kao for his comments 
and encouragement. Needless to add, I alone 
am responsible for the views expressed here and 
any errors.] 

1 See Ghosh et at (1987) for an evaluation of 
commodity price stabilisation. 

2 See Dornbusch (I98S) for a demonstration 
of the close relation between developed 
country growth and real commodity prices. 

3 Singer (1988) argues that since actual prices 
have clearly fallen short of forecasts, this 
should constitute grounds for debt relief to 
borrowers whose debts were incurred on the 
basis of such forecasts. 

4 The estimated models are developed from 
the general to parsimonious strategy sug¬ 
gested by Sargan and Hendry, and have an 
error-correction representation. 

3 Of course it is possible that there might be 
some other explanation for the apparent 
large effect of the dollar appreciation upon 
commodity prices. The early I9g0s were a 
turbulent time fur the world economy, and 
other factors mav have played a role in the 
collap.se of commodity prices. 

6 Chang makes a number of criticisms of 
Gilbert’s methodology- firstly, be questions 
Gilbert’s eiror collection specification and 
criticises (he regression of the change in 
commodity prices upon (among other 
thing.s) the level of debt service, and argues 
that higher level of debt service will result 
in lower commodity prices rather than fall¬ 
ing commodity prices. This criticism is 
cleaily misplaced, since, in the error correc¬ 
tion specification, the change m the depen¬ 
dent variable is related to the deviauon from 
the equilibrium relationship between the 
levels of the dependent and explanatory 
variables. The equilibrium relationship is 
dearly specified in levels, so that the change 
in commodity price will be zero once 
equilibrium is established between the level 
of commodity prices and the debt service 
raiia Chang conducts an ahernaiive estima¬ 
tion which purport.s to show that the ddif 
service ratio has no significant effect upon 
commodity prices. He estimates an equa¬ 
tion in levels, which does not include the 
lagged dependent variable among the 
regressors. This seems daqgeroos given the 
importance of lagged adjustment in export 
supplies, and not surprisingly he finds 
evidence of positive serial correlation of the 
residuals, indicating dynamic misspecifica- 
tinn. A second estimation is performed 
where the first difference of the commodi¬ 


ty pnoe nun a RcnMcoiqyoa a aBawONr 

lag of first dtfferencei of other acpianatory 
variables and upon the level of the debt ser¬ 
vice ratio. This procedure is misplaoed since 
by differencing one loses valuable informa¬ 
tion about the long-run solution (see 
Granger. 1986), and in addition it makes no 
sense to estimate a relationship between 
variables of different orders of integration 
(such as the debt service ratio and the 
change in commodity prices). In any case, 
Chang’s equations have a higher standard 
error than those estimated by Gilbert, and 
often have an elasticity with respect to the 
dollar exchange rate greater than unity. 

7 The figure is for 1980 and is taken from the 
United Nations Yearbook of Internationa 
Trade Statistics. 

8 Kenya, India and Sri Lanka are examined 
in detail. The main country which is exclud¬ 
ed IS China, and this is because the effects 
of exchange rate policy will be quite dif¬ 
ferent in a planned economy. 

9 Note that this may not be strictly correct 
if there is a divergence between trends in 
consumer prices and input prices. Maiwis 
(1986) makes (bis point particularly in the 
context ol wages, if wages rise less than out¬ 
put prices, as is often the case in devalua¬ 
tions, the incentives to export may be 
greater than suggested by our index of the 
real exchange rate. 

♦ 10 l or other attempts 10 model export supply 
see Goldstein and Khan (19781 oi Hussain 
and Thirlwall (1984). Bond (l‘)83) and 
Adams and Behrman (1982) cviitain some 
recent estimates of supply elasticities in 
commodity market.s. 

11 All figures are ba.sed on an average of 
1981-83. IWo important commodity ex¬ 
porters m the developing world which are 
not included here are China and Cuba, sinoe 
the implications of exchange rate changet 
are likely to be quite different in economia 
where market allocation is limited. 

12 See Gilbert and Perlman (1987) for more 
evidence on such supply behaviour. 

13 A few writers have discussed the “fallacy of 
composition" in the policy of export pro¬ 
motion IP primary commodities; see 
Maizcis (1986) or Overseas Development 
Institute (1988) for instance. This problem 
has also been di.scussed in the context of 
manufacturing exports by developing 
countries 
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Will Bombay Have a PKET 

Irrelevance of Planners and Their Plans 

J B D'Souza 

Is Bombay’s second Development Plan needed? Is it relevant to Bombay’s needs? Would the city be better 
off with no Development Plan, but only a set of building rules? Does it make sense to adopt a plan for a period 
of which half has already elapsed? 


I 

Introduction 

LIKE any other large city, Bombay has a 
myriad problems. From time to time promi¬ 
nent industrialists, officials and politicians 
pour out laments about the state of the city, 
each offering his own doleful diagnosis of 
terminal illness. About four years ago one 
of them, a former head of a large corpora¬ 
tion and later a member of the Planning 
Commission, gave Bombay only five years 
more So now we should be only a year away 
from mortal decomposition or anarchy. 

Contrast this view of Bombay’s gallop 
towards nemesis with the leisurely treatment 
Bombay’s second Development Plan (for 
1981-2001) is receiving from the Maharashtra 
government, which has had the plan under 
study for the last six years. Inde^, there is 
little rea.son to expect that it will receive the 
government’s approval and come into opera 
tion by 2001—well before which, we are 
assured, Bombay will die. Incidentally, the 
Bombay Municipal Corporation (BMC) 
began prepiaration of this plan in January 
1977. It sent it to the government for 
sanction in April 1985. Eight years in gesta¬ 
tion and six already in labour—with such a 
timetable ii surely would be prudent to start 
preparing the 2{X>l-202i Plan at once. In¬ 
cidentally. the gestation period in the BMC 
included publication of the draft for sugges¬ 
tions and close consultation with the 
Metropolitan Region Development Autho¬ 
rity, a creature of the slate government. 

II 

Planning Procean 

Greater Bombay, capital of Maharashtra, 
comprises the old (island) city and the 
suburbs, covering areas of 69 and 369 sq km, 
respectively. The 1981 census gave the 
population figures as 3.28 million and 4.96 
million respectively, totalling 8.24 million for 
Greater Bombay. Provisional figures for 1991 
. add up to 9.9 million. The whole of Greater 
Bombay is administered by the BMC. 

Bombay's Development Plans are drawn 
up under the Maharashtra Regional and 
Tbwn Planning Act, which requires plans to 
be revised at least every ten years. All the 
authorities concerned find it convenient to 
overlook this injunction. The first Develop¬ 
ment Plan, for the period 1964-81, got 
official sanction in 1964 and still remains in 
force. The act prescribes that a Development 
Plan should regulate the use and manner of 
development of land in the city. It must. 


inter alia, 

(a) allocate each plot of land for residen¬ 
tial, commerdal, industrial, agricultural, 
recreational or other use; 

(b) designate areas for public purposes, like 
markets, schools, hospitals, playgrounds, 
public utilities and community facilities; 

(c) lay down building and development 
rules, floor area ratios, building heights. 

A vital, and probably crippling, omission in 
the law is its failure to require a thorough 
assessment of the resources available for 
execution of the plan. There is only one pro¬ 
vision, an inadequate one, that prevents the 
government from approving a land re.serva- 
lion for a public amenity unless it is sure that 
the municipal body will be able to afford the 
acquisition of the land in ten years. In¬ 
adequate because there is no way to deter¬ 
mine that a particular plot reserved in the 
plan is beyond the corporation’s resource 
capacity. That kind of judgment could be 
made only about the whole set of reserva¬ 
tions in the plan or a large sub-set of them. 

Once the government approves a plan all 
development and building in the city must 
conform to it, unless the government later 
changes ihe allocation of specific parcels of 
land. This the law allows if the new excep¬ 
tion does not “change the character of the 
plan". Over the two and a half decades of 
the first plan's existence and operation, 
resort to this exceptional power has been 
frequent and increasing. With land prices 
soaring, the pressure on the government 
from individual landowners affected by the 
first plan's prescriptions has been intense; 
on most of the many occasions when the 
government has yielded to it, that has 
happened for icasons unrelated to the public 
intcre.st. 

Bombay's first plan allocated land all over 
the city and prescribed rules as the law 
required in most senses ft was a dismal 
failure, because hardly any of Ihe several 
items of development that it envisaged 
actually materiali.sed. Moreover, the BMC 
could not find the money to buy more than 
a tiny fraction of the land the plan had 
reserved for public amenities (gardens, 
markets, playgrounds, etc). In fact, the 
owners of such lands lost interest in protec¬ 
ting them, so that most of them were 
overrun by squatters. The plan had estimated 
Ihe cost of its implementation, but had made 
no serious assessment of the municipality's 
ability to meet that cost, trusting to vague 
hopes of outside help, from the Stale and 
Union governments. 

Ir. 1977 the BMC, which is Ihe Planning 
Authority under Ihe Ibwn Planning Act, set 


about revising the first plan. It was a 
Planning Cell, manned by civil engineer! 
and architects, chiefly the former, that did 
the revision. Neither city planners nor 
geographers, nor economists nor socio¬ 
logists. At the time when the cell finished 
its labours the corporation had ceased to 
exist as a composite elected body. Its func¬ 
tions were performed by a state-appointed 
Administrator. Aided by a strictly official 
Planning Committee, the Administrator 
reviewed the Planning Cell's proposals for 
the island city as well as the criticisms and 
suggestions they had evoked from the public 
He then sent the part of the plan relating 
to the island city to the government for 
approval. 

Before the Administrator could deal with 
the suburbs, elections had returneu a whole 
set of new councillors, who quickly let up 
their own Planning Croup to review the 
suburban part of the new plan. The corpora¬ 
tion was now dominated by a large Shiv 
Sena majority, while Ihe State had a Con¬ 
gress Parly government The Planning 
Croup’s composition reflected this domi¬ 
nance The group's scrutiny of the suburban 
plan focused chiefly on individual designa¬ 
tions of plots rather than on the important 
prescriptions in the plan, the policies pro¬ 
posed, the targets adopted, the rules to 
regulate building, the resource requirements, 
the municipal resources, and plenty more 
that a prudent planner for a large city might 
consider. Its obsession with the reservations 
gave rise to strong suspicions about its in¬ 
tegrity, suspicions that were strengthened by 
Ihe quality of the recommendations it made 
to Its patent body, the corporation. Land 
values are very high in Bombay, and pressure 
to escape an unwelcome reservation cor¬ 
respondingly heavy, landowners are often 
eager to reward those who aid such escapes. 

Subsequent events suggested that the cor¬ 
poration's Planning Group for the suburbs 
might have worked out a spoils-sharing 
system with their councillor colleagues, for 
the suburban plan, newly manipulated reser¬ 
vations and ail, pa.ssed through the corpora¬ 
tion's hands at breakneck speed. Several 
wards out of the twelve in the suburbs are 
said to have received no more than ten 
minutes' consideration from the general 
body. And the population target, the policy 
recommendations, the resource constraints, 
got no time at all! For a plan to take the city 
into the 21st century this was speed, indeed. 

This plan for both island and suburbs now 
needed the State government’s sanction 
before it became law, as it were. But rumours 
of venality had preceded it, and the govem- 
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was called upon to approve, as also over 
those that had fallen by the wayside during 
the eoumillois Planning Gioup’s pro¬ 
ceedings Coneern within the ruling party 
in the State government was piobablv nnged 
with more than a little envy over what its 
own membeis had ntissed by being in a 
minority m the BMC 
Not did anyone at the government or eoi 
poiation level bother about the two volume 
report that accompanied ihc reservation 
maps and professed to explain them as well 
as to spell out urban polnv (oi the city's 
survival Ibis report was a verbose doeu 
ment of some 600 foolscap pages It con 
tamed an account of Bombay's history, us 
climate and rainfall, the vclocitv and direc 
tion ot wind, the age, sex composition and 
marital status of us people, and vaiious 
other fealiiies, most of them peripheral in 
comparison in the economic condition ol 
the population, on which you can find very 
little It did make an attempt ai a 2001 
population lorecast, but could iioi quite 
chouse between a 12 oi 14 million low and 
a 19 million high So ii decided on 9 87 
million as a target figure foi 2001' It t-xplain 
ed this by pleading that the city would not 
be able to provide loi a populaiion level 
ntalisticallv estimated, so 9 87 million would 
be a sensible target to work on At the time 
the report came to the goveinmciu, 
Bombay’s population was already 9 5 
million, and said to be growing by a quartet 
million yeaily While they were about u the 
corporation’s planning experts - the 
engineers who spent all those years writing 
then recommendations could iusi as well 
have chosen a populauon lurget to fit the 
current /eve/ of amemtii‘%, lo make lile 
simpler lor themselves II you do not expect 
to have enough money 'o leed sour infant 
son when he reaches adolescence, vou merely 
predict that he will siav stunted, vou need 
not then bother about his growing needs 

III 

Massagting; tht* Plan 

Concern wuhin the Maharashiragovern 
ment over the couiu illors’ operations on the 
ness plan prompted the appointment ot a 
committee, which u asked me lo head, with 
Che task ol advising the government on the 
plan and its building conliol lules, ihc 
lesouices it would need lot us execution and 
how ihev could be laiscd, and anvihing else 
germane to the issues involved 

With me on ihe Advisors ( ummiitec wea 
the Chiel Plannris ol ihe couniiv s lown 
and C ountrv Planning Organisation and the 
Bombay Mctiopolitan Region l>cvelopineni 
Authority, and a piactising archiicxi planner 
who had wotked on a piestigious new (own 
project in the sixties The govctnnient gave 
us a year to complete our task 

I lum the start we regarded our task much 
jfess as a lishing expedition lo uncovci anil 
^erse inexplicable cm uiidesuabk land 
leservaiion decisions than as an oppt'ituniiv 
to upgrade the plan that the HM( had sent 


features that might more effectively serve the 
city and the people ol Bombay Our options 
in this respect yverc constricted by the pro¬ 
vision in the law that forbids ‘substantial’ 
modilicatioiis oi the draft which the govern 
ment has received fiom a planning authori 
iv wuhuui a fresh invitation of public com 
mcni, and individual hearing of the new ub 
lections Thai would have added a further 
delay ol two oi three years which, in our m 
noccricc, we imagined the ciiy and the 
government could not afford So, unlike 
most other guveiiimental committees in our 
country which quickiv develop aspiiations 
lu lonsevitv we were firmly determined to 
keep within Ihc time limit the government 
had SCI “While a longer wot k period’’, wc 
wrote III our lepoil, ‘ might have produced 
a bcitci plan, much less time would have 
been left tot excxution fiovcinmeni and the 
people ol Bombay, wc believe, aie beltei 
served by having an appreciable period to 
implement a plan that is less than perfect 
than bv waiting iniciminably for an ideal 
plan that rciains only academii value 
because there is no nine to put it into effect” 

Population foiviail 

Rejecting both the BM(’s absurd popula 
non target and ihe wild forecasts it. plan 
nets nientioncd only lo ignore, we modestly 
indulged m sonic crystal ga/ing on out own 
bearing in mind the fact that Bombay’s 
growth latc had begun to tail and relating 
the numbers we could expect in each ward 
to the area available there and lo the move 
ment that had alaady hege ii from Ihe con 
gested island city to ihc viibuihv 1 he figure 
wc adopted toi 2001 was I? S million 

Plan Ohie<ii\e\ 

We searched Ihe coipoialion’s 6(K) page 
report in vain tor the ohjeclivcs that had in 
formed the plan Inancarhei leport entitled 
“Policy Plan ’ the planners had listed as iht 
“mam obiectivc tviej ol the Development 
Plan’ no levs than tweritv lout iietnv most 
of them ot loo little vignilieancc to quahiv 
as objectives lot such a plan The impiovc 
ment m the working of potteries, toi in 
stance, or the relocation ol tanneries - two 
of the chosen twenty four—could hardly bc' 
goals usciul lot giving the plan either a Ickus 
O l a diieclKMi 

Although It w.is loo lau to hi a set ol ob 
icctivcs on to the plan that had come to the 
goseinmeiu we still believed il uselul lo 
idcntilv ohjeciive* to guide our own work 
to explain the plan lo the people it was 
meant to serve, and in chtKistng among op 
lions in impleiiieniation We thuughi the 
basic goal should bc to promote and sustain 
growth will) siKial justice in a resource 
cTfie lent manner This goal we suggested 
should be translated miu the following 
operational objeelivcs 
(a) tei laciludie and prumcvie economic 
viowih ol Ihe citv taking into aeiount 
Its role in the pro-ess ol national 
deveiuptnetit 

(h) toimpiovt 'he quality ol hie, parliculai 
K ol the peveer and de‘piieed eiti/cns ot 
Boinbdv 


such as traffic congestion, over-crowding 
and pollution, which might oixur in the 
process of economic growth, 

(d) to achieve these objectives in a resource- 
effiaent way, where resources would par 
iicularly include urban land, energy, and 
municipal finances 

The BMC planners' light hearted adop¬ 
tion of an impossible population taract had 
left them indilfeient to tlK needs ol the city’s 
economy and the imperatives that survive 
the efforts of planners to oontain them 
Having seen the dismal failure of attempts 
ai ‘decongestion’ (horrid word') and of 
reliance on flour area and dwelling-unii- 
density limits to achieve it, we were much 
less ready to believe in some optimum size 
for the city Wc recognised the harm that 
cities sufler- and Bombay had suffered - 
from blind adoption of optimum size con¬ 
cepts, accompanied by a refusal of public 
authoiitics to provide services for popula¬ 
tion levels higher than those arbitrary size 
limits when growth proved inexorable, 
services fell to intolerably low levels 
We therefore lejected as impossible and 
unwise the aim ot limiting or reducing 
Bombay’s population that had been an insis 
lent theme of the ciiviionment lobbies in the 
city Bombay in oui view was a vibrant, 
thriving hive ol activity, a robust source ot 
strength to the national and the stale 
economy Its pet capita net domestic pro 
duct was nearly thrice as large as that ot the 
rest ot Maharashtra lu us the function of 
Ihe Development Plan wav to promote and 
sustain Bombay's economic growth, and 
simultaneously to raise the quality of oui 
cili/ens’ lives The two were closely bound 
together It was because people were poor 
that they lived in squaloi and misery, even 
if the ceonumie level ol Bombay’s poor 
might be highei than that of the rural poot 
So It was necessary to promote additional 
emplovmeni in the eitv instead of trying lo 
inhibit ii, as the aology enthusiasts had 
insisted C learly a revcisal of the prevalent 
goveitimem pofiey ol discouraging new in 
dustiy and the expansion of existing industiy 
was called fui, with the obvious reservation 
thai environmentally hazardous industry 
must be excluded Similarly, commercial 
activity, trading and olfice type employment 
must also bc encouraged Ihis is what we 
wioic 

The development and indeed (he survival, 
ol Bombay should depend not on a super 
iicial vision of this city as an island m ilself, 
isolated from the rest of the State and the 
country, but av an integral pan of the na 
iional economic structure, and indeed an in 
sirument of development for Maharashtra 
and India A vital pan of this larger picture 
IS ol course the employment pattern, and its 
corollary, the migration pattern Peojslr come 
to Bombay not because they fanev the lights 
of the mg city or because Him stars live here, 
but because ol then hopes of finding 
employment prospects much brighter here 
than in Ihe rural areas oi ihe small towns 
Nor can the same total level of employment 
be automatically aiUiined bv decentralisation. 
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the quantity of employinent an economy 
generates is not a zero sum, so that activity 
barred in one place will necessarily grow 
elsewhere What blanket bans of the kind the 
city-savers want can achieve if they are pro¬ 
perly enforced is a locational spread ml a 
Imm-employment level and at a higher cost 
to the economy. This is because economic 
activity, whether in industry or trade, 
depends for its prosperity on facilities 
available, on communications, on linkages, 
etc. These do not automatically sprout in 
offidally chosen growth centres, and an acti¬ 
vity barred from the city for which its own 
economic calculus indicates a preference may 
not be able to survive in an ofricially pro¬ 
moted growth centre, and may consequently 
not take place at all. The loss in such a case 
may not be only that of the individual entre¬ 
preneur but that of the economy as a whole. 

Notwithstanding the aura of respectabihty 
that the curb on employment has acquired 
in the last two decades, therefore, the com¬ 
mittee suggests that the official employment 
location policy be carefully reviewed. There 
may be a case for admitting certain activities, 
particularly those which pose no environ¬ 
mental risks, and tor so locating them that 
they reverse the present commuttng pattern 
(north-south in the mormiigs and south- 
north in the evenings). 

Realigning the Plan 
Our eleven-month effort aimed chiefly at 
moulding the plan to 
(a) bring more land for housing into the 
market: 

|b) persuade private landowners and 
builders to build bouses for people in the 
low-income groups; 

Ic) ensure that more civic amenities— 
playgrounds, schools, markets, etc— 
actually materialise; 

(d) fit within the resources available; 

|e) cope with two serious housing problems. 

I shall summarise in the following 
paragraphs a description of our effort under 
each of these headings. 

Land market. The last twelve years have 
witnessed an unprecedented ri.se in land 
prices. This has been chiefly due to an ar- 
lificial strangulation of the land market, 
which has withheld land from prospective 
hoqse-builders. The principal culprit in this 
respect has been the monstrous Urban Land 
(Ceiling and Regulation) Act, -which a 
government eager to establish its proletarian 
rredentials enacted during the notorious 
Emergency of 1975-77. The act froze land 
transactions in the cities, and required ex¬ 
propriation of all areas in excess of certain 
ceiling holdings. For Bombay the ceiling is 
500 sq m. Landowners' resistance to the law 
and growing corruption prevented the 
government from realising more than a frac¬ 
tion oPthe land it expected to get from this 
legislation, but meanwhile housing activity 
came to a standstill, and land and housing 
prices consequently ^ky-rocketed. The law 
contains a couple of loopholes, and we pro¬ 
posed their vigorous exploitation so as to 
bring more land on to the market. 

Incentives for low-income housing. 
Bombay’s first Development Plan had failed 
to recognise the economic condition of the 


majority of the city’s population. In elitist 
ferwur the plan had prescribed built-up area 
to plot area ratios (called Floor Space 
Indices, FSI, in Bombay) and maximum 
densities which took most of the housing 
built in the city out of the reach of lower 
middle class and poor people. In the suburbs 
the density could not exceed 200 units per 
hectare (10,000 sq m). So to use up the I^I, 
which was one, tenements had to measure 
at least 50 sq m (550 sq ft). Construction 
cost alone for such a tenement would be 
nearly Rs 1 ‘A lakh, and after adding land 
cost and developer’s profit most of 
Bombay's lower middle class could not find 
the smallest such unit affordable. Even on 
HUDCO’s concessional terms, monthly 
outgoings on a hire-purchase of such a unit 
would exceed Rs 1,500. Thus the only relief 
available to low-income groups was promis¬ 
ed by the public housing programme, but the 
size of this programme was altogehter 
negligible in relation to the shortage. Private 
developers were in any case not interested in 
building fur these groups of people because 
there w-as enough demand from upper class 
people to absorb all their product at prices 
artinctally inflated because of the ceiling 
law. To counter this disinclination we sug¬ 
gested a housing density of at least 325 units 
per hectare in several tracts of the city, most¬ 
ly virgin areas We proposed a 20 per cent 
rei bonus if the density were to reach 450. 

Reservations. With the absurd population 
target the planners had chosen, the set of 
land' reservations for public amenities 
(schools, playgrounds, hospitals, markets, 
dispensaries, etc) were bound to fall short 
of realistic requirements. Ncverthele.ss, the 
municipal councillors in their wisdom had 
reduced even these, for reasons that one can 
easily suspect. Moreover, for these same 
reasons, the reductions were not evenly 
spread over the several districts in the city. 
We tried to reverse most of these reductions. 

Experience with reservations during the 
earlier plan period had not been happy, and 
this provided an excuse for the reductions 
the councillors had made. The municipal 
body had been unable, or unwilling, to spare 
money from its growing revenues to pay for 
the acquisition of the lands reserved for 
amenities, except to a very small extent. 
Partly to prevent a recurrence of this ex¬ 
perience, we supported the concept of 
Dansfer of Development Rights (TDR) that 
the municipal planners had proposed, land- 
owners whose plots were reserved would be 
encouraged to give over their plots free of 
cost to the municipality, but would retain the 
development potential, which they could use 
elsewhere, or even sell. We expected a very- 
substantial response to this scheme 

Resources. The municipal body as well as 
the planners who prepaid the second plan 
were obsessed with an impression that the 
BMC was too poor to afford the plan they 
had prepared. Against a tbul cost of 
Rs 3,419 crore at 1984 prices, to be spent by 
2001, the planners thought the corporation 
could find only a pathetic Rs 20 crore each 
year for their plan.' To us, accustomed as 
we were to the BMC’s mendicant tendencies, 
this poverty obsession was incredible. So we 


had a careful study made of the resources 
available to the corporation. We found that 
no less than two-thirds of the plan could be 
financed from the municipal revenues. The 
gap did not worry us unduly, because of the 
FSI concession (TDR) I have just describ¬ 
ed. which would greatly reduce the cost ol 
acquiring the land needed for public 
amenities. 

Building rules and develojjmenl control. 
Apart from rewriting the Development Con¬ 
trol Rules to make them more useful tc 
architects and developers generally, we in¬ 
troduced a few features into them to promote 
the objectives of the plan. I have already 
referred to minimum density prescription: 
and to TDR. We propos^ a stretch of th( 
TDR concept to help with two other pro¬ 
blems. Bombay’s housing stock is crumbl¬ 
ing rapidly, thanks to our antiquated rent 
control legislation. The level at which rent: 
are controlled makes regular maintenance 
and repair impossible. To induce landlord: 
to rebuild decaying houses without throw¬ 
ing their tenants on the streets, we propos 
ed that a landlord of an old building whe 
rebuilt and rehoused his tenants should gel 
a Development Right to that extent, which 
he would use in exactly the same way rs the 
owner of reserved land. Large pieces of land 
in the city are also covered by slums, and wc 
recommended that the owners of slum land 
should be similarly rewarded with Develop¬ 
ment Rights, if they built to rehouse then 
slum people. 

IV 

The Plan in Bumbledom 

In August 1987, well within the period wc 
had been given for our work, we proudly 
presented our report to the government, 
urging confidently 

that government sanction this plan as 
soon as possible. Any delay will attract t 
fresh flood of representations from ap¬ 
plicants whose cases have already been dealt 
with. For government the temptation to look 
ai such representations will be strong, but il 
It yields to that tempiaiion it will have to set 
up new machinery to deal with them afresh, 
an Iterative process that may end only ir 
2001. Wc are confident that, with all its flaws, 
the plan we submit today will result in a 
much more livable Bombay 2001 thar 
Bombay 1987 is, particularly for the poor. 
The State's chief minister, to whom wt 
handed our report, directed that it be pro¬ 
cessed in a month. Today, nearly four yean 
later, the plan is still in labour, with onl) 
occasional signs of delivery. The ministr) 
has consulted everyone who happened 
along, including the BMC and some new 
committees within the government-machi¬ 
nery. 11 IS not clear whether the delay it 
simply the result of official doodling, or it 
a deliberate piov to cover activity of anothe 
kind. For in April 1989, it suddenly becami 
public that the government had bem quieti] 
releasing plots from reservation. Thi 
minister admitted to 285 releases. A majoi 
uproar ensued. There was a strong suspicioi 
that the government had been indulging ii 
the very same venality that it had so sane 
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counaUon had been accused of it three years 
earber The press mentioned a sum of several 
hundred crorc as the total take An en 
vironmcntal group took the ‘dereservation 
case to court Meanwhile, the plan coniiputs 
Its labour pains, although ten years of its life 
have ebbed 

At the end of February 1991, howeser, tin 
government published the new building 
rules which it itnamed Ocsclopmtnt Cun 
trol Regulations They included a number 
ol the innovations that the municipal plan 
nets had introduced or wc had added Ihc 
impossibly low Uetisilies of the first plan 
were laised nioii or less as wc wanted with 
minima and not onb maxima being pie 
scribed Ihc IDK concept also survised, 
despite ailaik on it in the interim In 
misguided /cal that betraved more contusion 
than ilaritt its assailants had identilied it 
with thi inlamous floating l-Sl that a 
tormci municipal coinmissionci had illegally 
allowed mans veats tarliei Buildcis had 
then suiiendeicd the HSI puttiiti.il of <in 
unbiiildabli plot in the icinotc siihuibs and 
secured in ictuin an equivalent I SI in South 
Bombay Ihe ntw I DR system allow a 
mosetnetU ol I SI potential only tiorthwaid 
m the suburb 

hot ihi lirst time int new regulaiions tiy 
to draw pnsate initialise into the eliaiance 
ol slums Ihtyiase he 1 SI tor slum land 
owners I 111 uiul a hail umi s 1 1 hey atcom 
modate their slum peesple m the houses thev 
put up Sm e 'he slum hovels m most ol 
Boinbav iie uioimd level stru lutes thev 
bdielv use up an fSI ol eviie Is it ledlv 
nittssais to pill It the incttilive to pris ite 
ellori so high i I ' li i ^ ll md moie 
which Is whai the landownei will hast ti hi 
disivosai attci he lu)ii,<s the slum people' 
iiijoni tinny toe I'liiiik speei il viigin aieas 
fonntenMve usi and high densiius vevuein 
then taiioi ihe munii ipal services to these 
feaimes II is quite anothei lo mlriHluee high 
densities and high I S|s m slum poekels all 
over the city wheic the level ol seiviees is 
aire.idy lio/eii and eamieil he augmented 

N 

Kolovaiui ot I rlian Piaiiniiif' 
as, l*iaotiM‘<l 

I lie story ot Bomb.iv s seeoml Develop 
ment I’laii ol Ids some clue to the onlinii 
ing irrele-v iiiev ol liidi is urban planners ,md 
the product thev oltei Some of these elms 
relate to the piei ess th it deve leipment plans 
follow beleue thev uqmie legal teuee The 
Others e one I in the oniiiu ol the plans enii 
planncts piepao 

ProieJinal feoluri' 

tndemH d> la\s I he dceouni 1 have given 
above deimmstiales lir.l the leisuielmess ol 
the planning process The I9SI 2001 Flan 
weni into prepai ition lour veirs betore the 
start ot the I’lan period lexlay ten vtais into 
that perioil ii still awaits the givvernment s 
seal of appr nal Some ot this I ipse ol tunc 
can be aseiibed to Ibe rcqmiemenis ot the 
law Ihe detailed suivev ol present land use 


FORM IA 
fSee Rule 4A (1)] 

form of ejtneral notice to be siven to the member, of the public before givnng 
a notice to the Central Gov/ernment under sub set non (1) of Section 21 of the 
Monopolic and Restrictive Trade Practices Act IVoV 


NOTICE 

It heretiy notified tor the information of the public that Kesar tnterprises Limited 
protose'- to give hy the Central Government m the Department of Company Affairs 
N(vs Delti a notice under sub section (1) ot Section 21 of the Monopolies and 
k< ST (iv< Tiadc Practices Act 1969 for substantial expansion ot their distillery 
in 1( r ng 

Br i ‘ p ill cular' of the proposal are as und« i 


1 Nit ind addres of the owner 
Pie undertaking 


9 at d Structure of the owner 
()t n jation 

' it ir vf th« unit Ol divis or 
t I ext inded 

4 Ir 1 f the expjii ion relate t' 
n pr luction storage sutvtili 
(i 1 1 ut n IT dike ting or I onff ' 
c 1 \ Ida tick indi ate 
NdiH )• good'/a'ti''le 
I 11 I d Capia tv befoK 
t «t ai loii 

fxr J icn pjropo i } 


Il I e till f/piansion rtlalt tr 
I ir Cl tall III ixtinto' 
i >t 1 c I teims c f usual 
I I III s n I as /diue incon t 
t jr I Vi r etc 

n i ct the Prujc i 

/ I I I finance in In atm t Pii 
' t t( b< roistd horn eait 

I I 


Ke‘ai [nterpri ts Limited 
Oriental House 7 J Tata Road 
Churchgate Reclamation 
Bctmbd; 400 020 

Authorised Rs 770 00 lakhs 

1 J./ tied Subjcribed 

sno Paid up Rs JS9 S98 lakhs 

B jhc I Tehs I Bahen 
Di tri I Bare lly 
JM V Pi i Ti jt 


At lU in t Indiisliial ^Icohiil 
0 T' Million ' lire pia 

4/11 Millior Litn s f a 
MiV ng ‘ 9 40 M llioii I itri r a 
iht r I xfvin 1011 ) 

Not Apple yhir 


fj 10 4‘Tfrores 

(Rs in (live j 
Intf nidi At duals S 4S 

loans ftom finan lai 
Institutions and/or 
base Finance SOO 

Total Rs in i tore' 10 4S 


An tir I r interested in the matter may make a representation in quadruplicate 
t( On f rctary Depiartmc nt of C ompany Affairs Government of India Shastri 
Bhavai N*s Delhi witri 14 day from tu date of publication of this Notice 
intima' ny h i lews on the propxisal and indicating the nature of his interest therein 

lor KESAR ENTERPRISES LIMITED 
K D SHETH 
Secretary 

BOMBA) 

0A1ID It f May 1991 
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mat me taw prescrmes taKe& very long' So 
does the planners’ painstaking (.ollection of 
information about the city, much of it of 
dubious relevance to their task And then the 
municipal body at the political level and the 
State government add their own dilatory 
processes, to ensure that the final product 
IS obsolescent on the dav it gets legal 
sanction 

Public mvobemeni The second weakness 
in the planning process as it has generally 
sun ived in India is its failure to evoke public 
participation or even interest The law 
requires publication of the city plan before 
It goes to the government lor approval, bui 
seldom is this step m 9 rc than a foimality 
For a population so widely uneducated 
simpiv announcing in the newspapers that 
the plan is available lor public sciiitiiiy is 
deally inadequait No etkni is made to c\ 
plain Its implications to thi people it affects 
at public hearings in eat h localitv Sti all that 
the publication achieves i in arousal of the 
landowners whose plots aic aliccted bv 
amenity rescivalions f hey are geneially the 
oiilv ptrsotis who ehillcnge the respective 
components ol the pi in The vital miciest 
of the 1 encral public in ilie piovision of the 
amenities ane* theieloie in the survival ol the 
rescivalions tinds no txpiessiori wh iievei In 
Bomb IV It look a luiitier depletion ol the 
aire ids iiudeqiiue imcniiv leservaiions 
this time without even the loimdiiv ol 
publiiation to I iiisi i sniill ,iul he inteiest 
gioup into hue ition 11 s ive the pi in I hi 
lot ilities tint ut iild iiltei lioni the dele 
tions lent lined iiidilttien* to it piiv itit ns 
tint litcd III in lilts hid lit nic III I 
know me 

Subsiunlni huim 

file |iio tduiil We ikni s I iiive list ' 
lie senoil ciitU|h Bin inloinptiison with 
the lib i iniivi wi ikiii iii ou plinniiiy 
ihes pile into liitiahiv 

/ )/>ulution Iin(t\ 1 list ainone the bisi 
dtleel IS III |i| II nits inditlercn e to the 
econtiinit I lets ol cilv hie It is in intlil 
leieiicc that I ikes iiiaiiv lorm I cl s lo ik it 
1 lew Dcspilt then evpti tiicc over mill 
decide Indiiii |ilinneisciii e loihtii ibses 
Sion with 111 opiiinuni si/e Itn eitli cits 
T htv shut their eve tiiinlv to conditions in 
tilt lural ireas iiitl tin lompiiiiive itirie 
livtnes ol ihe titles to the lural uneiiiploved 
So they hippilv thoost inipossiblv low 
population laigets and s de amenity levels 
to those taigeis W hen the numbers overttke 
then targets as iiuvitablv thn will the cits 
IS caught solo say with its pants down—a 
desciipiion not altogether meiaphoiieal in 
out elites with then primitive sanitat on 
arrangements Meanwhile of eouise the 
blinkered planners ate no longer around to 
face the consequences of their misguided 
optimism 

Recent trends in Indian planning base 
favoured an endeavour to divert migration 
to large cities bv creating growth eenlies near 
smaller towns Some of these have succeed 
ed Others are dismal failures—in both eases 
I suspect, at a higher cost to the economy 
than a sensible expansion of large citv 
fanlilies I haw touched on this earlier 


Economii londilton of people But 
besides their ’optimum’ obsession, planners 
also choose to ignore the economic condi 
tion ol the people they plan foi then iiieomi 
pattern and then despeiatc search for a 
livelihood Altei ihe long years that 
Bombay s planners spent on their research 
ihev could tell sou all about age pyramids 
and death rales sex ratios and the marital 
status (it the people wind pallerns and 
veloeituv humiditv and the history ol the 
cotton trade Very link on the ceonomie eon 
dition ill Ihe people toi whom they were 
planning. Nothiiu on employ meni patterns 
Ol on which industiiis specially suitid the 
cits on Ihe existeiiee oi absence ol cottage 
or hoiisehoil itidii tiv and (he uiililv ol 
mixed I iiid usi So oiii eitv plans seldom 
ealei to ihi needs ol ihe uncirgamsed see 
loi which III pool countries of lei more 
empleismeiit I'laii the formal seeteii Iheii 
/oniiie iheit controls in turn indtidv but 
lake little dieount ol re ilits and therefore 
tend to he widelv vi I tied I hell land use 
pres ii|ti IIS 111 ptiiieular tdvoiii widely 
sep latid ones lor lesidellee is against 
emplovineni eentie which requite need 
lev l\ L\| eiisivi (I III p< II 111(111 osl welt 
Ihev no SI rey.iiliriv irmsgiessed I his 
ill i|.v I iv lid 111 d lliid use is also vets 
eosih 111 leilli ol iieiy v 

Mm u I a' n soi/'ee \iiolhti blind spot 
111 OIII eilv pi Hillers ellorls s then 
e iitlesMUcs iboul the teseuiiees isailable to 
piy loi tile pi ms (lies so blllhelv otiei \\i 
hive seen how llciediblv lire sponsible 
Iti tnhi' plume ver in thi espee' 
Ihiiiwi hiidiv I siiiele ei V plan I siw dui 
in n line III (III el I sen lie lhal y ive in 
leK 1 I t li )w the 111 in \ would be loeiilil Se 
[ I lime I light he iiledK pi in loi (he in ion 
M le id I se ilehii loi solulioii t ill Ihe 
ml iiMliiiec iviilibit 

I’lur t >( ( iifion foe liiilt ihoui III g(Hs in 
le Ihe pr'blelii oi pi in exeeutioii and its 
11 II II Him 10 llu 01). mis moil il reqiiiie 
nieiils o the neetl 10 loni u| eitv man lee 
me lit hidilii cities hive siillercd Ire iii i 
dist USI It Siitv Icvc ol iiuillicipal bodic 
ibilitv ti uiidci ikc e ipiHl iinprovenicnts 
end I loiisequeiil icidiiicss to cii etc new 
dcvcie piiiciil iiilhotilics to h indk I iigc in 
cc tnici I loi Stile | ove innicills su h 
(iillioii ICS due tIv undci I leii control hive 
me ml eepcinn) te luiroriicc iU|Hilisni md 
dowiitiyhl corrupiitn because tew of these 
uilheiiilies luv luiiieelou lo be much more 
than re il esiiie developers Ihev hive ol 
lertd iheir ereilors new oppoitiinilies Ic'i 
giaii in land dispels il And their ompui 
oltei I ibaii isses the municipd bodies that 
have to take it (wci lot man lenanee 
for which these bodies eaniioi find Ihe 
lesourecs 

lunti banks The urbm ceding law lioin 
whi.h Bombay has sullered the*se* hist 1' 
years h,is aeluallv been the eulmination ol 
a senes of governmental imerventions in the 
land maikets ol Indian cities Manv urban 
administrators and planneis have supported 
a large scale governmental effort to proe ure 
land, ostensibly in an attempt to curb 
speculation m land and what was seen as 


excessive escalation in land prices IntheTib 
ties Pandit Nehru eagerly promoted this ef 
fort in Delhi and about IS^ sq km of land 
were thus tru/en for gradual acquisition, 
development and disposal hv the Delhi 
Development Authority (DDA) Actual 
development by the DDA went On at a snail’s 
pace with two consequences, both un 
desirable (I) I he price ol lai.d that escaped 
the government s drag net soared to levels un> 
drt imt of be tore (2) 1 he DDA itself began 
to teahsi higlier and higher prices tor the 
little land oi housing it put on the market 
like the piivate spceulator it levelled in 
these (.ims setting an example that other 
town authoiitic< all over the country fret 
ted to eopv and did cope ith disastrous 
results so fai as housing wes lorieerned, 
spetialiv poor peoples housing but otten 
with illicit benetit toi the ministers and of 
fieials who leiiiiiolled these land banks 
(loveimneiits eftoits is eoliinisers and land 
dtvelo(ieis have seldom bcnelitcd the 
eommiimty 

III a praetieailv free economy where 
pei III itum III ornmodiiKy seldom attracts 
mtersiniion should s(>eeulmim iii utban 
laud be I row IK el upon’ Is Ihe poiential gam 
to steeiiittors se 111 out eil pi()[ i non to 
the risk msolveeP And il speeulaiioi must 
be pieseiiied oi eont lined is ii ih ■ isern 
meni ihii should undertike the t, k or are 
other mte haiiisms iv iil vble lo ptcseiu a eon 
siiieiion ol siij pis ’ A heavy tax on vacant 
urban land could be one v eluable option 
[jfn enei in land u\i Ihe planning ut 
land use in cities poses it hast one baffling 
problem Po >i people generally huddle 
densely rie it I irge em| lovineni eiiitres They 
need t be theie bee luse they cannot afford 
the e ist ut long eoniiimtine travel Public 
hou mg pi ijeets lot the pooi need to be 
siiiiiliilv leieiled I end ne ei employment 
entie on Ihe oihei hand tends to be very 
eestiv and m alloc ituin ol such land to 
(Kioi I copU It a subsidised puce in a low 
income heuisiii) pro|c t oi i sites and 
seivices proieei woi Iddeatly bf ineliuicnt 
In mv c ise si II subsidised allottees would 
scHiii be bou),ht out and the allottees would 
move on to aetiomim areas to huddle ip 
hmiies ipuii Whit tseape I therefrom 
this dilenii 11’ 

M 

((in< iiiding Qu« stiunx 

Is Bomhav s second Development Plan 
ne ded’ Is it lelevant lo Bombay s needs’ 
Would the city be bettei olf with no develop¬ 
ment plan but orilv a set ol building rules'* 
Does It m Ike sense to ad >pl a plan for a 
peiied I whieh halt has elapsed'’ 

NoU s 

1 ^ del isi in the I esi Muiiieipal C ui.imissioner 
shaied 

2 llnlortunaielv the BMC seems to have 
wasted the data it eolleeled lor the serond 
plan s land use survey as it did with the first 
plan y too 'k valuable bavis for continuous 
planning has he en lovi 



NOTICE 

It i> htRh> ncMilKil for iht inlornijiion <>l 
lh( publii. ihii MtKkrn Agcnii«!> Liniiud 
pioptnts to mjk( in ipplicalion to {h» 
< intral fioxirnnnm in the Dtpiitmint ol 
fom(Min Atfiiis New IXIhi umkr \ub 
■Kelion (il<it sdiioii 22 ot lb< Monopolies 
mul Kestntiist Iradt Hrirtnts Aii 1969 lor 
ippnn il to lilt I stahbshmrnt of i new do i 
sn>ii Britf pirruulitsof the proposal in is 
untkr (I) Nanu and addtess of the ipplieint 
Modern AKintics limited Regd UfOii 
I ihjpir House 2S Ilribouint Koid 
ClltUlU '’(M) 001 (2) ( ipiUl SIIUltUR ol 
Iht ipplitint orginisiiion Authorised 
( ipitjl Ks I 00 00 000 Issued ( ipiljl 
Ks 48 22 900' Subsirihed & Hlid up 
(ipiUl Ks 48 22 900/ (4) Minigemtnl 
siriieturi of the ipplieini oiginisaion in 
dinting (hi n mu sol ilu Dm dors inilu 
ding Miniging W boll time Dinetors and 
Minigtrs if inv Iht ( ompim is mjni|> 
ed hi the Boird of l>iri etois eonsisiing of 
tht lolliming (i) shri 11 ( Diss (iil Min H 
NKhindtlwiI (ni) %hii S S Iil (i\)ShiiM 
1 Kheniki (i) Shri t) I'Aron ind|\i)Shii 
D( Aggirwil (fllndieih ishtthii ihi pio 
posil (elites to tht esuhlishmt m of i luu 
underiiking or i new iinitAlii ision New 
Division (SI liKiiion of (lit new under 
tiking/unit/division I he proposed new 
underuking will be j dnision of MiKlirii 
Agencies ltd and will opente fioin its 
Registered Olflee it Ihipir House ’i 
Htabourne Hold (ilcutti ’’oo 001 and its 
other Brineh Olliet's all oier the ( ountri 
. (6)Iapiiai structure ol the pnipoHd under 
(liclng Stnei (he profKistd unde rukiiig sh ill 
he a division ol the existing e ompini then 
would he no elunge iii iIm e ipit il stmetun 
ol the Compjn> (7) In ease the pro|Hisil 
reliks to the pioduetion storage supple 
distribution marketing or eontrul ol me 
goods irtie II s mdicile (a) Names ol 
giKKls^rtieles Neg applie able (b| Pro|K)s 
ed iieensed eapaeit> Not applieablc and 
(e) bslimated Annual lUrnoser—Not ip 
plieahk (8) In eiM. the pneposal nines to 
ihepruvtsionof an> service state thceolumi 
of aetivitv in terms ol usual measuns sueli 
as value income lurnovei etc the pn> 
posal rebates to setting up ol iiNew division 
to provide Itnaneial services and to deal in 
financial matters vi/ leasing eonsumer 
finance and hin punfiase money market 
operations portfolio management and a< 
tivltlrs and sere lies which an incidental and 
related thereto Inittallv estimate-d turnover 
of the proposed division would he Rs 46 
lacs pa which would inerrase in pnipor 
tion to the funds ik ployed (9) f ost of the 
piu|rct fXploymemt ol funds shalj be initial 
ly of the order of Ks I4U lies with a pni 
gressive me Rise indue course (10) Scheme 
of finance indicating the amounts to be rats 
ed tnimeach source Ihesoiinesol finance 
shall be the internal generation deposits 
and boiTow ings as possibk according to the 
applicable regulations Any pc rson line rested 
m the matter mav make a representation in 
quadruplicate to the Secretary Department 
of Company Affairs (itnemmem ol India 
Shasiri Bhawan New Delhi within Udays 
from the date ot puhlieanon ol this nmice 
intimating his views on die pniposal and in 
diealing the nature of his inicresi therein 
lot Modern Agencies llmltd 
Rcgd Office 

‘lhapar House (SU/) 

24 Brabourne Keiad S s Ijl 

( akutia ■ '00 001 (Dincior) 

Dated Hih Mav 1991 


VAM ORGANIC CHEMICALS LTD. 

NOTICE 

Wf heieby notify for the information of the public that Vam Organic Chemicals Limited 
profit se to make an application to the Central Government in the Department of Com 
psnv Affaiis New Delhi under Sub SeclKJn (2) of scctioft 2i t' the Monopolies and Restric 
tive Trade Proctires Act 1969 for the approval to the establishment for at new under 
taking/uriii 'division Brief particulars ot the proposal are as under 

1 Ndtm and Address of the Applicant 
Van 1 iroariic Chemiral. Ltd 
ft 1 fi lor Skyline House 
8' Nehru Place NEW DELHI 110 019 


f ap ta s'ructurt of the appiu ant 


(Rs in Igkh) 

Equity Preference 

aiAiiioriscd 146000 40 00 

h Ijjiitd and Subsrritied S16 42 38 50 

(1 Pjid ip S16 26 38 50 

' Mamie merit structure cit the applicant mganistition indicatinq tlir names of 
direct r tu ludinn managing dirt c tor/wholctime direr tor and manager if any 
Itir fc rnpmy i managed by tl« BoarrJ of Directors consisting of 


I ihr M L Bhartid 
‘■'ll SS Bhartio 
'fir H S Bhartia 
1 )l 1) } Bhaitia 
‘> I'lr A S Bhartia 
n Shr Arbinday Ray 
/ ihri PK khailan 
H Slv SS kanorid 
9 Shri JB Dddarhanji 
10 jhri R K Bhargavd 
1' Shri Sunanda Prasad 
19 Sill lain Srivds'ava 


Chdirmai 

Managinti Direr tor 
Wlicjlftinn Director 
Director 

Direr tc'r 
0 rr r tot 
D ter n t 
Dm tor 
ihri (tcit 
I Jirr c toi 
Dirt clot 
D rt (tor 


4 indicatt whetfie the proposal teliir tc cstaliiis'irntnl r f a nc w uncjleridking or 
a new unit/division 
A new unit 

UvTdtion ol tlic new undertaking unit'd visicm 
Gd)! iula Moradabad Distt U P 
6 Capita struc tur" of fh** proposed undertaking 
A> mentioned in Sr No 2 

/ In c ase ttie proposal relates to the production storage distribulion marketing 
O' (oiitrol of any goods/hrticles indicate 
(h Name of goods/article Mateate Plasfici 2 ers like DBM 


(h Name of goods/article Mateate Plasfici 2 ers like DBM 

DIBM DIOM etc 

(II) Estimated licensed capacity 3000 TPA 

(ill) Estimated annual turnover Rs 1b Crore ar full capacity-(For 

captive consumption) 

8 In case the proposal relates to the provision of any service state the volume of 
activity in terms of annual measures such as value income turnover, etc 

Not Applicable 

9 Cost of project Rs 3 00 Crore 

10 Scheme of finance, indicating the amt turns to be raised from each source 
Intel nal Accruals Rs 1,01,00000 

Borrowings Rs 1,99,00,000 

Any person interested in the matter may make a representation in quadruplicate to the 
Secretary Department of Company Affair^, (government of India, Shastn Bhavwi, New Delhi, 
within 14 days of publication of this notice intimating his views on the proposal and in 
dirating the nature of his interest therein 

For VAM ORGANIC CHEMICALS LIMITED 
(Sd/-) 

(SS Bhartia) 

Dated 10th May 1991 MANAGING DIRECTOR 
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Sindhi vs Mohajir in Pakistan 

Contradiction, Conflict, Compromise 

S Akiiar Zaidi 

The province of Sindh in Pakistan has witnessed acute polarisation between ethnic groups since 1947 In the 
post-independence period the political completion of Sindh waa radically altered by the arm a! of Urdu speaking 
rejugees or mohairs The conflict between Sindhis and mohajtrs has accentuated in recent years This paper seeks 
to identify and explain the reasons for the extreme polarisation between the two communities against the backdrop 
of the state’s role 


I Hb expression of national and ethnic iden 
tity has begun to dominate the political pro 
cess in Pakistan today in a form unknown 
to the country in the past Since in 
dependence, the economic and political 
structure in Pakistan has been dominated bv 
the ruling sections of at lust, the mohajirs 
and the Puniabis, and now more recently by 
the Punjabis alone, who have come to 
dominate comprehensively I Ins domination 
in the last forty years has given rise to 
movements ot separation and/or national 
expression. The most suicesslul ot which 
culminated in the birth of Bangladesh Other 
movements whh h did not achieve liberation 
or greater provmcial/national autonomy, in 
elude the Ualuch movements under Avub 
and Bhutto, and the various Sindhi 
movements beginning from the one in 1948 
against the separation of Karachi, to the 
movements against the martial law regime 
of Oencral Zia ul Haq The Pakhtuiis have 
also demanded their nghts from time to time 
in the past, but due to the greater economic 
development of their region (unlike 
Baluchistar. and Sindh) have recently 
become more integrated into the federal 
Pakistani >tructurc Today, while the Sindhis 
and the Baluch struggle against Punjabi 
domination at the centre and within their 
provinces, the Pakhtuns have partially sue 
ceeded in establishing economic and political 
control over their own region, and thus the 
'Pakhtun Question' has taken on a form very 
ditfercnt from that of the other naiionalitie% 
[Babat Ah 1986, Hairison 1987, Zaidi 1989, 
7aidi 1990 1 

A major reason for the existing polai isa 
tion within Pakistan l\as been the lack ol 
representative institutions and the per 
sistence of military rule determining 
economic and political development As the 
military is overwhelmingly FSinjabi and with 
Its rule comprising more than halt of 
Pakistan’s years, regional and ethnic im 
balances have worsened (Babar Ah 19g7b. 
Ahmed 1988, Zaidi 1989| \Vith the ceniie 
highly centralised and witTi no channel 
for redress lor the concerns of those who do 
not share in the powei, the result has been 
an expression for the rights of those na- 
tional/ethnic groups which have felt exclud 
ed Democracy, on the other hand, ot 
whatever form, and of even a shon duration, 
has indeed made some difference to the 
people of this country 


Although governments emerging through 
the demociatii process have not been able 
to challenge or break the power of the othci 
institutions of the state tliev have still found 
some rcKim to manoeiivei I his has been 
must noticeable in the case of the Sindhis 
who aic the only nationality to have had all 
three elected prime ministers since 1970 liom 
their midsts 1 he lad that /la ul Haq was 
forced to choose an unknown (luhliciaii 
whos" only asset was that he came from 
Sindh following the I98S ‘elections’, goes to 
show that Sindh, more than the other pro 
Vinces, has a special place in the polity ot 
Pakistan 

Sindh also has the distinction of being the 
piosiiicc where there has been the grealcsi 
polarisation between ethnic groups since 
1947 Tin lacnhat Sindh was inundated by 
Llidu speaking refugees (the mohajirs ot the 
I98()s) iinmcdiatclv following independence 
changed the political complexion of this pro 
since pcimaiicntlv In moic recent years, the 
conllict between iht two communities has 
increased manifold and the resulting 
violence in the name ol national tighis has 
taken cm baibaric proportions It is the pur 
(lose of this paper to identifv and explain 
the reasons tor the extreme polarisation bet 
ween the Sindhis and the mohajirs lodas I 
begin with a hiiel liiaorv ol the loc of 
muhajtr identity, followed by an outline ol 
Sindhi nationatnni I (hen proceed to explain 
the role ot the state and of the extent ol 
violence in the context ot the Sindhi mohajir 
cOnllict finally I luin to the present 
political situation in ihc ptosincc ' 

fiRoysniiii MtiuyiiK li>iNjiiy 

I he Urdu speaking lelugees' who came 
to Pakistan following partition settled 
mainly in the cities ot Sindh—Karachi, 
Hyderabad Miiputkhas and Sukkur' The 
important aspect ot the settlement ot these 
refugees compared to those from 1 ast 
Punjab, was that the Uida speaking refugees 
settled in areas which were completely alien 
to the homes they left behind tn India 
I mguisticallv, culturally, politically, socially, 
economically, there was no comparison of 
these rclugees with the r Sindi ‘hosts’ Sindh 
was swamped bv an alien cultuic which im 
mediately began to dominate the rest ot 
Sindh as well as the entire counity Some 
observers have gone much lurthci and hast 


>aid that these relugcis came with an ‘ck* 
cupiei meiiialilv and tita'icd the indigenous 
people with conicnipi (lahir 199(y| I here is 
little doubt that tin letugees began to 
dominaie Sindh in all aspects but thiscer 
laiiils IS not based on ans sort ol conspiracy 
as mo't Sindhis are wont to emphasise 
lAhmcd 19h4b Ahmed IMRSa lahir 1990) 
fliea aie sc is natiiial and leal matcnal 
reasons wliiili tcsultcd in this dominatiun 
Sindhseconomv was mainly agiicultural 
and feudal with soiiit ti iclmg centres and 
market towns with vers little industry (M H 
Khan 1981 Ahmed l9S4i Aril 199(1 Tahir 
t99()| Sindhi prominent in poll ic I life 
were mainly rcprcsentatiycs Irom the -udal 
order since the bouietois and r>city 
bourgeois da s wa still in its cnibiyotuc 
loim ' The reliigccs leprcseiitcd a more ad 
vanceel urban capitalist cultuic which they 
had hrousht with them fiom the uswiis and 
cities of India Noi only did they have a 
lelativelv large cnticprcneurial class along 
with .in administrative and educated pettv 
bourgcMis service class they also had a large 
and well trained wotkimt class ( eriainly a 
world ap<iii irom then Sindhi hosts Since 
these rclugees Id' that they were the real 
creators ot Pakistan and that they had made 
all the saeiiliccs in creating this country and 
also because they were nioie adept at 
political nianoeuyririg and had the skills 
which were nccessaiv to form ind run the 
stale machinery they look ovei economic 
and political power in Pakistan [Saveed 
198(1. Aiavi >989, Jalal |99(l| Refugee 
leadership took over the bureaucracy under 
the guidance ot linnah and 1 laquat, while 
their entrepreneurs and their working class 
set to work to build the industry necessary 
lor survival T he creaiioii ol Karachi as the 
capital of Pakistan and its disarticulation 
from the admiiiisitative boundai v of Sindh 
gave fuithcr impetus to relugcc power, both 
real and perceived T htis rcfugcx' identity was 
quickly concretised within the new state and 
the refugees criiciged as the ruling ethnic 
group within Pakistan 
lot the refugees Siiidh wa' always a 
backward underdeveloped part ol the coun- 
tiv having nothing to do with the more 
sophisticated urban culture which they 
repiesented Ihc superior and haughty at 
titude of till refugees wa< (and still is) a per¬ 
sistent affront to the Sindhis Sindh was still 
caught in poorlv developed capitalist rela 
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lions wiin (n« ansencc oi any oourgeoisie a^ 
a (.Uss to challenge the refugees for pobticai, 
economic or cultural power Indeed, the 
refugees did rcpiesint a more piogressivc 
social order but it w is one which had been 
imposed on an ilicti land rather than an 
order which had evolved horn within 
Rilugii iiulusiiiaiists and tiadets began 
to dominate the economy of the country 
espetiallv atici the Korean war and under 
the ccunotuu programme of the Asub 
regime When the bureaucracy became all 
powerful III the political mayhem that 
tollowed the death of I laquai Alt Khan in 
1951, the refugees were ytill sitting pretty and 
were much ovi r represented in government 
compared to then pcrpulation whtch was a 
mere 4 per cent They began to share con 
tiol increasingly with Iht Punjabis, and the 
mam national group which should have had 
a major share m the stivices, the Bengalis 
weie consciously excluded I he Baluch and 
Stndhis most certainly and the Pakhtuus to 
some extent, were very poorly rcjitesentcd 
In the institutions ot the stale due ic the 
dynamics ol Iht developmcnl of productive 
relations for the most pan, Pakistan m 
berited the most backward areas ot united 
India where capitalist relaiums were not 
donimant ot coui'e the Punjab and 
Bengal w 'te exceptions I hus, in these areas 
there was a very small literate class ftspec lal 
ly in the languages that malteied) tew ad 
nunistrativc and scrsicc jieisonnil and a 
weak bourgeoisie I he ethnic composition 
of the institutions ol the state was 
inevitable—It had to coiisisi ot the Punjabis 
and refugees Moreover, the colonial legacy 
from the British also helped jienreiuatc 
recruitment patterns whiyh favoured both 
1 groups lor the refugees who were protected 
m then enclave m the federal capital 
Karachi the Sindhis were never a competing 
national elhnic group either lot political oi 
economic power Foi them the competition 
came from the Punjab Following ilie death 
ol 1 laquat All Khan, the refugees were left 
without a leader ot fht stature ot cithci 
Jmnah or I laquat I liis was the beginning 
ot the sliiti in power between ethnic/national 
I groups in Pakistan which continued with 
greater intensity once the non moliajii 
military took ovet m 1958 
The major blow to mohajir supremacy, 

I however came m the 1960s when it became 
clear that the effects of the Cueen Resolu 
tion in the Punjab would alter the economic, 
demographic and political scenario in 
Pakistan substantially As capitalism 
developed deep ]nro.ids into the Punjabi 
economy reorganising social aad economic 
relations of production the future leaders 
of this country began to emerge more 
foicefutly, both as an economic entity and 
as a politicsl fon e Not only was the new 
dynamic entrepreneur horn, but as edm a 
non took hold of those who were leavmg 
rural Puniab and were now migiating to 
cities, govern iient jobs also became more 
competitive and scarce. The mohajirs from 
India who had an edge in the earlier days 


were now inreaienea rsoi oniy was rnis 
threat ev idem in the government sector—at 
all levels in the hierarchy—but as the Punjabi 
peasant had been displaced from his land 
and was mobile he travelled to the cities of 
Sindh which had been exclusively mohajir 
controlled and successfullv competed for 
lobs Furthcimore, in the Aviib Khan era a 
large number ot (mainly Punjabi) civil ser 
vaiits and military officets were made 
substantial land grants in Sindh which 
wonenid the siibation, especially since these 
new landloid impoitcd laboui from the 
Puniab [Mu /1 1986, Tahii 1990, WiighI 
1991 also set lootnote?] 1 his was also the 
jienod wile 11 Pikhtun labour moved to 
Karachi in i iiassisc t-xodus Irom ihc north 
ftowescr then was les' ot a contradiitioii 
hciwtrii the Pikhtun labourcts and the 
iiiohajirs siii i the lormci did |obs which 
jht laitei did noi or could noi do unsk died 
work coiisinictioii transport etc thus the 
UomiiHtioi) (li I he mohajiis over the stale 
sectoi and o\c> private cnierjirise in Sindh 
and in ihc icsi »t Pikisian came lo an end 
nioliapr supiemacy and exclusivity was 
vh.illi nged c> lapii ilism developed and as 
the F injih which had the most advanced 
economy teserk control ol the entire eoun 
ns Sindh w IS III) loiigec the domain of the 
mohdiiis the Puiqabis began to dominate 
industiv land crvice and alsci displaced 
local laboiii in both tic rural and urban 
aicas ot the p'ovmec 
Mohdjti lead is have always emphasised 
the tact that ihcv have veted tor patties 
which have been outside the niamstream ot 
m opposition In 1964 then leaders sup 
ported Jiniiah ajaiiisi Ayub Khan, in 1971 
when the couniiv was under Bhutto's 
socialistii wdv) the mohapis voted for llir 
Islamic liindamr nialisi parties ol the lamaat 
Islami and the Janiial ul lHama Pakistan 
in 1977 they ream voted for the reactionary 
Pakistan National Allianct against Bhutto 
and now in 1988 they voted tor then own 
patty, clcarl/ the zenith of their con 
siiousncss and development Although 
mohajir identity per se has only become 
crystallised afiei theoinciai launching of the 
Muhajir Qaunn Movement (MQM) in 1986 
and by the violent events tollowing that 
there have alwavs been the seeds of an ex 
clusivity ol identity m this community 
the mohaiirs hast always supported the 
fundamentalist Islamic parties which have 
identified themselves as Pakistani and until 
the recent foimatiun of then own organisa 
lion, have distanced themselves from all 
parochial groups One can understand the 
reasons for this support they did give up 
their homeland and needed the concept oi 
Islam and of Pakistan to deal with their new 
inset unties Ihcv were less concerned about 
jobs and opportunities in the earlier years 
and were more comtortable with the concept 
ot the broader Pakistani nation and the 
structure ot the Pakistani slate which they 
dominated suited them When competition 
became more ditticult and job« scarce, they 
had lo find i riew identity The Islamic par 


lies were uname to am wttn me newt; 
emerging realities and as Punjabis were tak 
ing over Pakistan most aggressively, i 
distinct mohajir consciousness emerged Thi 
election of the First Sindhi prime mimstei 
brought a large Sindhi segment, which hac 
still not emerged from its rural past, into tin 
cities and into the government services Thi 
attempt m 19/2 to make Sindhi the officia 
language ol the province was a statement b; 
this newly emerging bourgeois and pett; 
bourgeois class to assert its identity whicl 
had taken many years to concretise. This nv 
of Smdhi nationalism confronted mohaji 
aspirations and then world view and is pro 
bably the first real clash ^tween the tw« 
communities I he 1977 election was anothei 
(xcasion where the two groups had diffeien 
political peiieptioiis with the mohajirs sup 
porting the fundamentalist right wing par 
lies, and the Sindhis the Peoples Party Thi 
198) and 1986 Movement lor the Restora 
tion ot Democracy (MRD) were other ex 
amples where tlic two communities had ver; 
ditlerent political aspirations However, thi 
clearest expression ol mohajit identity cami 
about after 1986, and mote piixisely m 198' 
when the MQM swept the local bodie 
elections 

I he comjKisitinn ot the MQM is mainl) 
lower middle class (petty bourgeois, self 
employed, scry ice workers), the oigaiusatioi 
has a veiy clear hieiarchical order within ili 
tanks and order and discipline’ play i 
pivotal role in the MQM, the organisatioi 
IS populist and uses terror and appeases if 
people interchangeably, most importantly 
It has given the mohajir community a ■ ense 
of identity unknown to them in the past giv 
mg rise to a chauvinism which also require! 
the identification of 5t)int soit ol enemy- 
all attributes which loim tht tore of anj 
fascist organisation' 

There IS no question about the tact thai 
Ihc MQM has raised numerous issues relatec 
to the genuine protilems of its constituency 
Unemployment, most of all and a lack ol 
social services are imjxirtant concerns lo noi 
only the mohaprs ol Karachi and ol 
Hyderabad but to all the people of Pakisan 
Ihc MQM has neilhei (he interest nor i 
policy perspective about what happens at i 
national or international level- ‘we do noi 
support anything which doesn't contain the 
word mohajir”*—and has a very myopic 
analysis of the jiroblrms of its constituency 
it IS this jxrception and the tack of com¬ 
prehension demonstrated by the leaders ol 
the MQM regarding larger issues, which hai 
ted the party into a blind alley where 
desperation now seems to be evident Since 
the MQM has failed to improve the condr 
tions of the mohajirs, there has been some 
disenchantment amongst its constituency 
Following their political failure, the only 
means available for the survival of the MQM 
IS the need to resort to extreme forms ol 
violence in order to terrorise their mohajii 
constituency into submission The MQM't 
armed wing, the Black Tigers, which con¬ 
stitutes a few hundred young men who have 





taken an oath to the tor their mohajlr cause, 
has played a prominent role in this The 
MQM has lived up to its fascist promise 

At this juncture, it is important to digress 
a little and to deal with the special 
significance of the aty of Karachi in the con¬ 
text of Pakistan and to see how it is located 
in the MQM’s game plan Kaiachi plays the 
dominating role in the economy of the coun¬ 
try and although it houses less than'IO pei 
cent of the population, has a third of the 
country’s industrial and financial assets 
located in it |Zaidi 1989] The MQM realises 
this and is thus in a strong bargaining post 
tion The possibility that Karachi be 
separated from the rest of Sindh has been 
an issue which has been raised by MQM 
leaders, and forms a pivotal argument linked 
to their ciaimi of being Pakistan’s fifth 
nationality (Some Punjabi intellectuals have 
also been advocating sepaiation—see Naqi 
1990; Mir 1990) 

Karachi has always been a very distinct 
social, political and cultural entity (|iiite 
apart fiom the rest of the coiintiy and 
espeaally from Sindh ' it was conquered by 
the British in I8'f9 befoic which it was a 
small town of no real importance, and not 
before the capture ol Hyderabad in t841 did 
Sindh come undci complete British control 
The British made Karachi a cosmopolitan 
city and developed it mdepcndentlv of Smdli 
and the city attracted people Irom all ewer 
the empire I he partition of India continued 
this trend when refugees invaded this citv 
III 1948 the disicxation of Karachi was for 
malised by the Pakistani government when 
It was made the country’s new capital 
Karachi continued its independent growth 
and attracted Pakistanis ftom all the pro 
Vinces and was never integrated with the pro 
V ince of Sindh which was still dominated by 
a poorly developed capitalist economy 
(Haider 1974, Baillie 197^, Khuhro 1978, 
Spech* ct al 1981, IVright 1991) 

However, things have been changing over 
the last lew years Karachi has now become 
more integrated with Sindh than it has ever 
been As capitalism takes hold aggressively 
in the luial areas, the entiie economy is 
changing al a yery fast pace 1 he market toi 
pioduce and tor consumer goods is expan 
ding thus bringing desolate parts of Sindh 
much closer and integrating them tuider the 
commands ol capitalism I here is greatei ir 
dustrialisation of the lural economy which 
IS changing professions, values and social 
relations More people are being displaced 
by machinery than ever before in Sindh, and 
all happen to be Smdhis They now head for 
cities in search of employment and are in 
acasingly making their presence felt in cities 
which are dominated by mohaprs Further 
more, more educated and professional 
Smdius are coming into the market in search 
ot jobs and ate moving to the most lucrative 
ciiy of the province, lOMUchi Never before 
have the &ndhi$’ economic interests in 
Karachi been of more concern to them 
Moreover, with an elected government in the 
province, with corruption rampant, Sindhis 
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have acquired a mgjor tmanciai stake in 
Karachi where they can get property, 
licences, permits, all at concessionary rates 
Thus for the Sindhis, Karachi has become 
an important source of funds and provides 
money which is channelled back into the 
rural economy where it benefits other 
Sindhis as well * Also, Karachi today pro¬ 
vides as much as 65 pci cent of all of Sindh's 
taxes while it receives much less in return 
(Ghaus 1988, Zaidi 1988] The integration 
of Sindh with Karachi (rather than that of 
Karachi with Smdh), has meant that MQM’s 
proposal to separate Sindh and to create a 
muhajir province is now redundant This 
new reality once acknowledged, will certain 
ly disturb the mohajirs for they will be 
unable to give their ‘nationalism* anv ter 
ntorial claim this tact may prove to have 
some beat me on the tactics of the MQM in 
the future 

SINUHI NyilflNAl ISM 

I he rise ol Sindhi nalionahsm* is less 
drama'ic and has taken a longer period to 
emerge than has mohajir consciousness 
Sindti’s history is «iid to go back 5,000 years 
ancUhis region has always been independent 
and has its own unique culture Of course 
this sense ol identitv has been made im 
potent by the social end economic system 
in the region National identity expresses 
Itself al higher lesels ot social and economic 
development when there is a dominant 
bouigeois and petty bourgeois section to 
lead and organise the struggle Since this 
class has been weak oi non existent it has 
not been able to dominate the politics of 
Sindh in the past and is only now beginning 
to assert itself somewhat aggressively 

the ‘movement’ against the separation of 
Karachi from the rest of Sindh in 1948 could 
not have succeeded for a mere handful of 
Sindhi feudals and then ‘intefligentsm’ were 
no match loi the dominant mohajirs and 
their state The demand to have Sindhi as 
the language of the province following the 
succesvtiil move by the Bengalis in 1952 to 
have their language given equal status to 
Urdu, may have given a great deal of hope 
to the aspirations ot Smdhis, but a very 
small petiv bourgeois class could not have 
won the right to have its language imposed 
on those of a stronger community The anti 
one-umt struggle saw the beginnings of the 
emergence oi a clearei, broader Sindhi con 
sciousness something that Bhutto recognis 
ed and exploited Although their attempts 
failed, this class was only now strong enough 
to challenge the Urdu speakers and to have 
Sindhi recognised as tnc ofticiaf language 
of the piovince 

Bhutto certainlv played a major role in 
crystallising Sindhi consciousness and 
Smdhis were given jobs with access to finan¬ 
cial resources and to Islamabad Money did 
come into the province, thus giving an im 
petus to the formation of modern classes 
Those on the extreme^ of the agricultural 
echelbr were free to leave and a bigger 
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bourgeois and petty bourgeois class emerg¬ 
ed The seeds of a concrete Stndhi con¬ 
sciousness were bcgipntng to take strong 
root The death of Bhutto and the treatment 
by the Punjab and its army—to counter the 
nationalists who were always labelled as 
traitors—lesultrd in a further concretisation 
of Stndhi consciousness The 1983 move¬ 
ment was the mam outcome of the results 
of these developments when&indhi ruitiona- 
lism was at its peak, though still unorganis¬ 
ed (Ahmed 1983, Ahmad 1984] One of the 
results ol the happenings in Smdh under 
martial law was the selection ol Mohammad 
Khan Junejo, a Sindhi of no real con¬ 
sequence, as prime min>si|jr in 1985 Junejo 
also appeased the Smdhis and continued to 
plav a role somewhai similar in form to 
Bhutto’s loday Sindhi nationalism is the 
dominant political philosophy in the 
piovincv and is slowly cementing itself tur- 
thcr siill I he piobli m still seems to be one 
ol oiganisaiK'ii when no single parts has 
emerged as a it preventative ol this 
const unisness 

Roit Ol SlAH 

I hi natioiiaiiiv question canrj be 
understood wiihout an appreciation of the 
role of the state in the Pakistani conti m Its 
overdeveloped nature and its omnipresence 
determine the economic and political 
course taken bv various ethnic groups in 
Pakistan 

1 he state is 'ht biggest employer m the 
country and thiough its irstitutions has 
helped ditcimmc llie path followed by the 
private sectoi from the caily davs of in¬ 
dependent e, the aaic tried to help private 
enteiprise to develop, but these attempts 
tailed and the private vector was not able to 
c-volve into a strong and viable entity The 
state then increased its etioris to promote 
private cniet prise not inly by pioviding 
heavy tariff protection to numerous in 
dustries and by giving tax exemptions and 
various other incentives, bui also bv setting 
up industrial ptojeciv on us own and then 
h.mdinc them ovt r at concessionary rates to 
the private vectot Lndei Ayub Khan the 
slate continued to pampci the industnahsis 
with Its protectionist policies and with bonus 
vouihei schemes and significantly helped 
the private sector jnosper In the agricultural 
sector too, the state provided infrastructure 
and machiners to entrepreneurs in order to 
promote modern farming Although the 
private sector in this period began to 
establish itself and to flouiish, the role of 
the state and of the bureaiicraty increased 
substantially Licensing, permits, foreign 
exchange regulations, quotas, etc, were 
instruments where the stale could guide the 
private sector in'the direction it wanted and 
thus held substantial control over it (Amjad 
1982, Ahmed and Amjad 1984, Noman 
1988] 

In the Bhutto penod this control was more 
direct with the nationalisation policy of the 
government and with greater controls over 
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also provided a very useful opportunity to 
repay those who had brought the govern 
mem to powei and lo do opt those who 
Lould have been i potential threat This was 
now easici with i targci state sector, where 
now evin banks insurance companies, 
schiNsIs hospitals and other sectorvwere in 
corporated ind added to the domain of the 
geivernment W hereas earlier the stale sic 
tor’s scope was limited it was now in a posi 
lion to provide emplovnit iil to the laigc 
petty bourgtclis and bourgc-ois section which 
had recently emerged Ihe government’s 
potential use of this seeioi was now 
rnot mous 

Despite attempts to denatioiialisi in the 
rfia pciiod, the state sccioi s impoiimee 
;rew Ihe hureauetaev and the militatv the 
aniy iristuiitions whietuould have threaten 
xl Zia and his eoteiu had to be appeased 
ind It was feasible to give them more power 
and eonirol Miliiarv petsoniicl, both retired 
and on aetive duty were given luei itive 
assignments in most tate enteipuses oi 
were made /us advisers ind ministers or 
were his ambassadors abroad Various new 
icbenies devised under the broadi r ’'uhric ol 
Islam and suppoited bv government monev 
were means to give tmplovmeiii lo those 
who could pav some se*rviee to Islam mil 
io the military {Uabar Ah 198''h /xiidt 19881 
Ihe VKtois ol the KopUs Pailv in Sindh 
and at the eeiltre resulted in vil aiiolhei 
passive iiitlow ot paity supporters u snnii 
}r the other depaitiiieiit ol the state, while 
nthcFuniab the Islami lamhooii liiehad 
;|JI) re'paid its suprxiiteis in ihe piovnieiai 
Ptiiistiies Given the inahiliiv oi private 
:apUal in I’al istaii to generate substantial 
*mploymeni (not that this is its responsibih 
y) the stale seetor euntiniies to absoib the 
ncreasing labour for^e and is a useful and 
uerative arena to deliver piironage whieh 
all governments have made use ol tifectivelv 
However, the situation is now reaeliing 
laturation point and a eiisis is inevitable 

in the- interior ot Sindh, tin jirtsenee of 
he institutions ol the state is more rnai ked 
"or there seem lo be few ahernati souices 
>f employment Aeiess to this sector is 
lerceived as each individual s birth light (as 
1 IS all ovci the country) and thus the last 
hat the state is unable- to piovtde jobs at the 
ueseiit stage is not seen as a signal to liiid 
>tber employment but to wait and to tind 
lOmc milucntials who ean have the lob 
lone Apart from a haiidlul ol laetones 
n the interioi of Ihe province (t e cxehiding 
he larger ernes ot Sindh which are mohajii 
lominated) there does nut seem to be much 
invatc industry eaieting ter icKdl Sindhis 
Afhai IS even more- interesting is that most 
ndusiries in Sindh are Punjabi owned and 
he owners have impoite-d Punjabi manager 
ecbniiians and labour whnh has onh 
iggravalee* Ihe problem of the Smdhi 
incmpluveif ' Siridhi eapii ilists aie still 
nainly agn ultunsts and au revoluiiunis 
ng production on the land hut ar. slow lu 
nove mte industry Thus employment 


IS in fact aggravated by agriculture which has 
been displae tug labour whieh has not been 
absorbed cisewheie Th« result is greater 
unemployment and even mote expectations 
trom the state 

Among the Sindhi nationalists many are 
students, aspiring teachers, doctors, profes 
sionals etc i laigc part of whom are 
urie-mploved (in the abseiiee of a siiung 
bourge-ois etas the Sindhi national question 
seems to revolve around the emplovment of 
the petty bourgeoisie [Zaidi 1989] I heir 
leadership comes from the ieudals, but is 
now increasingly coming from the middle 
class (i c sections of Ihe bourgeoisie and 
petty bourgeoisie) Due to the pressure ap 
plied bv the newly emerging Sindhi petty 
bouigeois class m the last few years in Ihe 
inlet 101 ot Sindh, Ihcie has been some 
change m the composition of tlie institutions 
of the state (the police district administra 
tion Jepariniems ot gcivernnient public 
coijsoi iiions) intl a gieatei number ol 
locals fiavi been given jobs L ven under/la s 
lull when iht inilitarv protected and pro 
muted Punjabi inteiests in Sindh, lunejos 
tfoveiiiment lioiii 198S 88 was loreed to give 
jobs to Siiidin in Ihe province, a move which 
Uetlatcd Ihe sails of the movement ten 
lutioiitl lights III Sindh In Karachi since 
1987 (when ill MQM won the local bodiev 
(Itcliems) iheic has nso been a gri-atei in 
dueiioii ot moh ijirs into institutions uiulei 
Ihe local goveinment Hu* as tlieie au nuiiv 
moil who I pile to govt-nmeni jobs the 
icwcnt intake h is enilv ben able to solve a 
veiy small pin ot the unemplovirnni 
piobleni 

As ifu Sindhi jiettv bouigeois i- liiid 
from the land met luiii- to urban employ 
nieiit hivonlv espeeiatioii lor employment 
11 fiom thr stale as no alternate ehaniu Is 
exist As the Smdhi beititgeois is not investing 
in industiy m the interior, it will still be a 
lew vears be lore the private seetor begins lo 
develop and until that time at least, (he state 
seetor will be seen to be the only saviour 
Ciiven the liinitid capacity oi ihe state seetoi 
unemploynieni has persisted causing discern 
tent and asentnieiii amongst those who have 
been Icll out At present there is a dilemm i 
in dll this that since the government is 
perceived lo be Sindhi (anci a verv large 
nuinire-r ot Smdiiis have been provided with 
|obs) there is less asentment directed against 
It compared to what one would expce> 
against a non Smdhi one However un 
implosnicni grows and the inabiliiv 'o pro 
vide jobs to all will give rise to sympathy and 
support tor the nationalists A natural out 
come ol this Itrr the time being at least, is 
that Smdhi nationalists will capitalise and 
target then ange r against the mohajirs and 
the Punjabis rather than examine the rools 
ol the jnoblem 

Dll HI t ot VjOl J NCI 

One imjroii ml Itaiurc ol I lie events over 
the last It-w yi ars is the degree and nature 


ponents tn Sindh The extremely bni 
atrocities carried out by members of t 
MQM and ol the Peoples Party on ea 
other, are not specifically related to t 
‘struggle’ for national rights of either t 
Sindhis or the mohajirs These forms 
violence ex st apart from the struggle f 
national iigiits and are an outcome of a sii 
pressed culture and of warped developme 
which has emerged over the last few yei 
and afflicts ail sections of society equa 
(also sec H Ahmed 1990] In fact, the extc 
of violence is one major reason why t 
Sindhi-mohaiir conflict has acquir^ 
much publicity in the fiist place and h 
exaggciated the extent of the real confli 
between the two communities 
Violence is endemic in all forms of fir 
lest and dispute within Pakistani society 
need not be the Smdhi mohajir conflict, f 
even democratic foiums are permeated wi 
substantial degices ot violence Whether 
IS national elections, disputes within tra 
unions Ol student groups, or sectarian d 
tereiices the onlv means ot settling to.our 
IS thiough violence A few vears ago d 
lereiires between gioups were settled by fr 
lights OI at woist, knives and bnckba 
Now Kalashaiiikovs help settle scores Arr 
and ammunition aie available in abunda 
quantity m varying quality all ovci Pakist. 
and no single political group ean hope 
demonstrate its power unless it displays ai 
uses Its aimed stiengih Since political ps 
lies have a< ee- s to aims, their student, trai 
union, and other social’ organisatio 
w liK h they patronise are also provided wi 
the same Ihetc is so much ammunition 
Pakistan todav (and c-pee tally so 
Karachi) that those who elo not have tl 
oiganisation or the mean> to acquire arn 
iiutnghi ean always hue it by the half d< 
at rates cheaper than those for ear rentals 
Pakistani society has been brutalised ov 
the last decade thanks mainly to milita 
rule It was not just politiral suppressie 
which has now resulted in this exlren 
iclease of energy in the foim of violence, b 
(quallv impoitantly, cultural, academic ar 
social oppression undei the military ha 
given vent to violence lo justify Ihcir ru 
the military used Islam as a means to eo 
irol Ihe people of Pakistan where all torn 
ol healths expression were suppresse 
Music, sport, the arts, culture, all had ' 
subscribe to sonic medieval Islamii code / 
the same time, graft and eonuption toe 
deepet root in society whene heroin and am 
mafias were encouraged and given stale pn 
lection There was no channel for comfflait 
oi redress and certainly no semblance of pa 
tieipation oi accountability of any sot 
Might, in the guise of the military uniforr 
be am- the sole arbitrator of morality at 
lusiiee |0 A Khan 1985, Haque 1985, 1988 
While this suppression in the name e 
Islam continued, a different sort ot parali 
development was taking place underneatl 
The Middle E-ast phenomenon along wii 
the increasing amount of money which wi 
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beiBg made from (nudnly arm$ 

and heroin) gave riu to a m^e class in the 
cities which was acquiring different values 
This new found consumensm with ns access 
to a wide world via the parallel media 
presented a different picture to the one being 
packaged at the offtaal level In the larger 
cities especially, it was the development of 
this new. modern, Michael Jackson and 
Sridevi video culture, along with its fall-out 
which was causing a development which was 
antagonistic to the one being officially pro 
pagated Furthermore, as urbanisation was 
proceeding at phenomenal rates, old values 
were being ioiced to confront a completely 
new world (A All 1987, Hasan 1987b, Hasan 
1990] Once the Middle-East money started 
running out, the aspiring middle class 
became more concerned with admissions, 
jobs, inflation and insecunties The alienated 
unemployed youth symbolised this anger 
and frustration with few avenues to make its 
voice heard T he result was an internalising 
of the contradictions which found release in 
violence. (Amongst political groups it is the 
MQM which best symbolises this urban 
phenomenon with its angei, Irustrations and 
violence)'' 

Violence begets violence and once started 
has Its own dynamics That is what is hap 
pening in Sindh today There are extremists 
on both sides of the ethnic divide and if one 
examines the anatomy ot large scale 
massacres, we realise that they too have little 
to do with national lights'' It would be 
foolish to say that there is no Smdhi mohajir 
problem for there i« one However presentiv 
It IS based less on the struggle of national 
rights and more on revenge and on the reper 
cussions of violence There is hatied, but this 
too has been artificially created where the 
media has played a very prominent role in 
this (Abbas 1990a 1990bj 1 hus the degree 
of violence (and the lesulting hatred) which 
plays such an important role in the Sindhi 
mohajir conflict needs to be seen as a part 
of the degeneration of Pakistani society 
Moreover, as I argue, it also becomes a 
necessary weapon in the hands of some 
groups whose existence and survival depends 
on now effectively they can terrorise their 
own people and their ‘enemy’ and on how 
efficiently and quickly they can resort to 
violence 

El LCTIONb AND THUR AFTLRMATH 

The elections of November 1988 announced 
the dawn of a new era in Pakisun where a 
democratic proces;, albeit of the most 
perverted kind, got underway Speculation 
ftom the very day following General Zia’s 
death to the present, icgarduig the ambitions 
and designs of the army, continue The 
possibibty that the army may abort civilian 
rule in Ihikistan on one of many pretexts, 
IS always very high, but given the persistent 
compromises of the civilian government 
with the army, it seems more probable that 
the democratic experiment may be permit¬ 
ted to continue for some time yet 


For Sindh, the elections quite clearly an¬ 
nounced that the province was divided on 
ethnic and urban/rural lines The MQM 
reiterated its claim to being the sole represen¬ 
tative of the mohajirs in urban Sindh, while 
the Pakistan Peoples Party trounced the 
nationalists and the remnants of the Zia 
regime convincingly in the Smdhi dominated 
rural areas 

The defeat of the nationalists in Sindh has 
been misinterpreted as a rejection of 
nationalism in favour of federalism, a view 
which has been propagated mainly by the 
Punjab and by the establishment This 
perception is incorrect The Sindh Peoples 
Party candidates weie as nationalist as their 
opponents While campaigning, both raised 
similar slogans and demanded autonomy for 
Sindh, were against the repatriation of 
Biharis and were opposed to the construe 
tion of the Kalabagh Dam What went in the 
favour of the Peoples Party candidates 
against the nationalists was not only the fact 
that the Peoples Party in Sindh was suffi 
cienily nationalist, but it was also perceiv 
ed to be federal enough and in the event of 
victory at the national level would be in a 
position to redress some of the grievances 
faced by Sindh and the Sindhis The Peoples 
I’arly had at least two other advantages 
which the nationalists did not the revenge 
of Bhutto and the fact that the nationalists 
were thoroughly disorganised and confus 
cd about the elei tion issue altogethei Thus 
at the time of the elections, nationalism was 
an important political force in Sindh (if not 
the most impoitant one) but was not then 
an electoral force However, as 1 show, thing.s 
arc changing 

The MQM PPP alliance which offered a 
real possibility of peace in a province ravag 
ed by violence was short lived Ihe major 
responsibility of this break down lies with 
the Peoples Party and particularly with 
Benarir Bhutto, whose short-sightedness 
gave nsc to an attitude uncalled for A more 
accommodatory stance permitting the 
MQM, the PPP's main supporter and other 
groups like the lamait Uiemai Islam, to 
share in the semblance of power, could have 
gone a long way in solidifying Benazir’s own 
sense of governance and would have helped 
ease the tension in Sindh However, the treat 
ment meted out to her main allies was in 
deed distasteful [Babar Ah 1990] The MQM 
was forced to leave the alliance but 
blundered into another one with the IJl and 
the Combined Opposition Parties (COP) 
Once the MQM was thrust into the opposi 
tion camp, arid given the history of violence 
in Sindh, it was clear that things would take 
the turn they have 

The MQM was isolated from the political 
process in the country as well as from its 
constituency once it endid its accord with 
the PPP and this isolation continued with 
Its COP accord The failure of the no 
confidence vote against Benazir in 
November 1989 was a major disappoimmoit 
for the M(^ for it had been guaranteed vic¬ 
tory Ai the same time, the attemptiiy the 


fCOP to oust Benadr had posUive etillMSi on~ 
her own party withm Si^h The militant 
Smdhi lobby m the Peoples Party in the 
National Assembly was very upset over the 
alliance between their party and the MQM 
They perceived this to be a betrayal of the 
Smdhi cause and their displeasure was so 
strong that they had decided to oppoK 
Benazir m the no-confidence vote. Benazir 
would probably have lost the vote but was 
saved the ill timed announcement of the 
iJI MQM accord Once it was made public 
that the Punjabis and the mohajin had 
gotten together it was quite clear that no 
matter how strong their displeasure, the 
Sindhis would never vote for the ethnic 
groups which were oul to ’annihilate’ the 
Smdhi ‘nation’ There was a realignment of 
ranks and the militants grumbled but 
withdrew and voted in favour of Benazir 
This then resulted in the emergence of a 
stronger more united Peoples Party m Sindh 
which also took some wind out of the 
nationalists’ sails as it emerged a more 
genuine Smdhi party antagonistic to the 
MQM 

SlTUAl ION 1ODAV 

I have tried to argue in this paper th it the 
Smdhi mohajir conflict is not the primary 
contradiction in the province, and thi .on 
fiici, which today revolves around violence, 
has to a large extent been artificially creat'd 
for which the MQM is most responsible The 
MQM IS a fascist organisation foi whom 
violence has become an important vehicle 
to prolong Its control ovei the mohajirs of 
Sindh Certainly the mohajirs, like all other 
communities in the country face growing 
economic and social problems The MQM 
did have populist electoral support and u the 
only representative of the mohajirs for it has 
raised issues which concern this ethnic 
group It was able to do so because mr^ajirs 
are more concentrated in certain areas (cities 
and towns) and are thus more easier to 
oigamse than other groups, and also because 
there has been a persistent crisis of identity 
m this commumty The reason why it now 
requiies violence to continue its hold is that 
the MQM has failed to deliver the goods to 
Its constituency since it was elected for the 
first tune m the local bodies elections of 1987 
(Aslam 1988, Hasan 1988a] After victory 
m the national elections a new wave of 
expectations rose but fi^ away foUowmg yet 
another failure of the elected representatives 
to achieve anything productive. The leader¬ 
ship of the M<J)M ceruinly does not want 
to lose Its hold over the mdbons of its con¬ 
stituency and so temfies its people by 
making use of a false sense of threat. It 
builds these straw-men (at present the 
Sindhis, which have been preceded by the 
Rikhtuns and by the Puiuabis) and literaUy 
shoots them down Violence has beat the 
most consistent factor in the ptditics of the 
MQM and tt IS the Gear of more violence and 
thus the need for protection which foioes toe 
people to continue their support for this 
orgamsation 
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Ik. Controlled violence may be politically 
feasible and productive but once it gets out 
of hand, tactics have to be changed The 
violence in Sindh at the moment has ac¬ 
quired Its own leirifying logic and is now 
hitting back at the supporters of those who 
instigate and perpetuate it Hyderabad has 
been economically paralysed since September 
1988 and the (pnmanly) mohajir community 
IS feeling the (runch, as it is in the smaller 
towns of Sindh which are integrated with 
Hyderabad Karachi has also suffered due 
to curfew and violence and although it is dif 
flcult to quamify capital flight to the Punjab, 
there are more than a few cases of this [A 
All 1987, Sheikh 1989] '* Thus the mohajirs 
more than any other community in Sindh 
suffer the violence created by their osvn 
party The result will have to be either com¬ 
promise or anarchy The MQM will have to 
change its unage and its political line and 
deal with the real issues in a more mature 
manner—the killings of Sindhis is no,solu 
tion to any of the mohajirs problems 

If at all there is a contradiction between 
the mohajirs and another gtoup, it is with 
the Punjabts Since the Sindhis are 
peripheral to the economy of Sindh, the 
mohajirs need not really be concerned with 
the aspiring Sindhi’s economic challenge 
The Punjabis are another matter Here there 
are real issues between the two communities 
regarding jobs, admissions and economic 
and political power especially in Sindh, but 
also in Pakistan as a whole Ihe fact that 
the MQM IS not dealing with the real threat 
puts into question its true role in the politics 
of the country 

The Sindhi nationalists are also mis 
directed for their struggle should be one 
lointly svith the mohajirs against the Punjabi 
dominated centre as they are not in a 
position to achieve anything on their own 
The biggest theoretical mistake the Sindhi 
nationalists are making is that they are anti 
mohajir The politically correct and most 
productive form of Sindhi nationalism is an 
lUiance with the mohajirs against the stale 
and the centre Certainly, the present con 
ditions do not favour rationality and logic 
as emotions rule politics The politics of 
Aoloice propagated by the insecurities c>f the 
MQM benefits Sindhi nationalists who are 
{rowing at the expense of Ihe Peoples Pany 
rhis has repercussions for government at the 
xntral level where a more weakened Peoples 
Party will be even less able to govern The 
Iteples (huty is faced with a Catch 22 situa 
:ion if It appeases the MQM and tries to 
find a solution to the present politics of 
violence, it alienates Sindhi nationalists in 
dudifig those inside its own oiganisation If 
;he Peoples Party ignores or confronts the 
MQM (as It has been doing recently) it may 
icquire some sympathy from Sindhi 
lationalists, but il then helps destroy Sindh 
xonomically thus affecting us own consti 
:uency At the moment, however, the short 
ught^ interests of the PPP seem to favour 
ihc latter alternative and act as a hurdle m 


A major bone of contention between the 
Sindhis and ihc MQM » the MQM’s 
demand ihai u be recognised as the Tifth 
nationality of Pakistan ''' Since all Sindhi 
nationalists have pressed lor the lecognition 
of national lights and the reallocation ot 
provinces along 'nationar lines, the recogm 
tion of Ihc mohajirs as a nationality will 
result in tht demand tor a mohajii province. 
I he partition ol Sindh is not in the interest 
of Sindhis and for this reason they will 
oppose It 1 he MQM’s raaon d’etre is 
mohajii nationalism and although there are 
indications that their leadership may slowly 
Withdraw irom the demand ot a province or 
the recognition as the fifth nationality,^' the 
change m emphasis within the MQM will be 
slow in coming Until then the present con 
flici in Sindh will continue unabated 

1 here are a few, final, persistently nagging 
questions which need tC be addressed which 
have kept conspiracy theorists preoccupied 
If the essential premise of the arguments 
presented here is that the primary contradic 
tion m Sindh is not between the Sindhis and 
the mohajirs but between the residents ol 
Sindh against the state and the centre and 
thus by association, against the Punjab, the 
questions which then need to be confronted 
are why indeed, is there such a severe 
Smdhi mohajir pioblem in the first place' 
Are theie any forces behind this and is this 
violence serving their interests > Why is there 
no Sindhi Piiniabi or mohajir Punjabi 
conflict’’ 

It IS very easy to blame two pet laigets- 
the military and the bureaucracy lor the 
violence in Sindh as maiiv would like to, but 
quite clearly, since there is no proof of the 
involvement of either, one cannot directly 
accuse them However looking at whatever 
evidence there is, and at the various trends 
which have emerged in the process, one can 
hypothesise and raise further questions 
which for the moment must remain 
unansweied 

Despite the fact that ovei a thousand 
people have been killed in Sindh m the last 
tew years, not one person has been brought 
to justice I hose arrested have been im 
mediately released on the orders of mfluen 
tial individuals This continues to give use 
to speculation that the events in Sindh have 
been oahesirated by some powerful institu 
lions which benefit Irom violence— 
essentially the aimy, the Inter Services 
Intelligence, and othei anti democratic 
fortes 

The army is now m a position to halt the 
experiment with democracy and there are 
growing demands from sections of the public 
lor It to take over control directly The army 
was the obvious beneficiary of the Zia 
martial law and the desire to regain direct 
control by some active senior generals 
cannot be ruled out It, indeed, there is a 
conspiracy against democratic forces and m 
stituiions, the involvement of some sections 
of the military cannot be precluded Other 
beneficial ics of the pre^m conflict in Smdh 


Peoples Party ruk The ruling sections in tlw 
Punjab also benefit from this violence; 
especially in Karachi, as capital shifts to 
Chunta and other parts of the Puqjab 
Although one cannot accuse any of the 
possible beneficiaries of the violence in 
Sindh, (co many questions persist 

CONCtUSIONS 

The unpredictability of events in Sindh 
and the country give rise to many possible 
scenarios in the future, some inherently con¬ 
tradictory In Sindh and in Islamabad, the 
growth and concretisation of the Sindhi 
bourgeoisie will give rise lo a potential 
strengthening and maturing of the forces of 
Sindhi nationalism As Sindh develops 
economically, and despite the emergence and 
existence ot nationalism there will be greater 
integration with the rest of the country 
Sindhi nationalism as a separatist trend 
which IS presently seeped in romantic 
notions having little to do with material 
icaliiy, will die its natural death The Sindhi 
bouigeoisit will realise that it is in Us interest 
Ifl deal with the Punjab and with Karachi 
and compromise with the exploiting 
nationalities rather than lead a movement 
toi the independence of SinJh However, 
given the piesent level of the development 
of productive forces this strategy will 
establish the Sindhi bourgeois as subservient 
10 the mohajir and Punjabi capitalist On 
the other hand, it the Sindhis want to 
dominate the interior ol Sindh (for they will 
not be in a position to dominate the cities 
which are already in mohajir Punjabi eon 
trol), thes will have to make an alliance with 
Ihe mohajirs to deal with Punjabi domina 
tion in the province and at the centre 

1 his first possibility, of more integraiion 
with the rest of the country dcspiie a greater 
emergence of the lorces of Sindhi na 
tionalism, is likely only if the PPP stays in 
piower in Ihe province and at the centre The 
other possibihty, almost opposite to the llrst, 
would arise if the present governments were 
removed by the military or by a non Sindhi 
opposition In this case, the bourgeoisfica 
tion of the Sindhis will slow down resulting 
in a very distinct probability (with Sindhis 
already a minority in their province and very 
weak economically, and given competition 
from the mohajirs and the Punjabis), that 
a strong bourgeois class may not emeige hke 
Its counterpart in the other nationalities and 
the Sindhis may well become extinct as a 
political and economic entity altogether 
This will signal the beginning of the end for 
the Sindhi nation In this event, the 
economic development taking place in Sindh 
will be co-opted by the mohujirs and the 
Punjabis who would strengthen their hold 
ove the province. This scenario srould be 
possible in the long run, but if this trend 
were to emerge, one can safely predict the 
short-run effects out of desperation the 
Sindhi nationalists will resort to violenoe and 
attack mohg)irs and Punjabis in the pro* 
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vtnce. Indeed, a scenario which does not 
aufifl’ well for the people of Sindh 
If the demotralic process is permitted to 
continue, after a few years there is a 
possibility that extremism in the nationalist 
movement may give rise to saner politics In 
the meantime, however, neither wilt Sindh 
be divided nor will mohaiirs get any more 
rights than they idready have. The end result 
will be greater bloodshed over relative non¬ 
issues followed eventually by a coalesang of 
interests by the two communities against the 
domination of the centre. A lack of political 
participation and accountability have given 
rise to the only form oi discipline known in 
Pakistan that of might and suppression 
packaged in violence Ibday all communities 
arc only following the methods prescribed 
by history If other norms such as democracy 
take root, other channels of redress will pro 
bably be found As the Sindhi bourgeoisie 
asserts itself, the centre will have to share 
greater power and the Punjab will have to 
release its hold as it did to accommodate the 
Pakhtuns In the long run, greater auto 
nomy, more sharing and more pragmatic 
and accountable government arc the 
minimum criteria tor a solution to the pro 
blems in Sindh In the short run. however, 
there are no solutions 

Noteii 

his IS a leviscd version of a paper presented 
at the r)emociacv and Development m South 
Asw C onfcrenci, Tifts University Apnl 20 22, 
1990 1 his paper was revised in this form prior 
lo the dismissal of ihe Peoples Party govern 
nient on August 6, 1990 This paper is also to 
be included in the published C onterence Pro 
ceedings to be edited by Ayesha iaial and 
bugata Bose I am very grateful to Zarecn F 
Naqvi and to Ayesha fatal for some excellent 
comments on an eai her draft which have helped 
improve the gi'alitv of the paper appreciably ] 

1 To keep the paper to a readable length I 
have purposely simplified issues which have 
been documented and dealt with elsewhere 
and here 1 concentrate on issues which have 
not been written on in the past This is also 
the reason why I have had to refer to 
numerous periodicals and newspapers tor 
first hand information 

2 for differing perspectives on the mohajir 

question see 1988, Anf 1988, Alavi 

1989, Hasan 1987a. 1988b, 1989 

3 Not all refugees who came to Karachi were 
Urdu speaking as Memons, Gujaratis, 
Bohras, Kaihiawans also came Despite the 
differences between them and the Urdu 
speakers, for the purpose of analysis they 
are all now incIutM in the broader politick 
term mohajir 

4 There was an urban bourgeois class in 
Sindh, but It was mainly Sindhi Hindu 
which migrated to India at the time of par 
tition It was the Sindhi Muslim who had 
sun noi, evolved as a well defined bourgeois 
class (I am grateful to Theodore P Wright 
for this commumcaiion) 

5 Puiijhbi intellectuals have been smitten by 
the MQM because of us class background 
and have even called it a progressive party 


but have overlooked the fascist tendencies 
inherem in it 

6 Aliaf Hussain in an interview in Herald, 
September 1987 

7 Here I cannot agree with Hro/ Ahmed who 
laments iht fate oi Smdhis with respect to 
Karachi svhen he savs "Sindhis in Karachi 
were tuiiicd into strangers in their own 
town’’|Ahmed t984b, p 17] In this and in 
othei articles {Ahmed i98Sb, Ahmed 1988), 
he argues that Karachi was a Sindhi city, a 
perspective which finds Intle support from 
the fawts of history 

8 See A Nasii in Herald, March 1990 For 
(barges of corruption against semor Peoples 
Parly officials see //era/d, June 1990 The 
hnday Times lune 28 July 4, 1990, June 
21 27, 1990, A Amir in Dawn, May 14, 
1990 

9 For more details see Ahmed 1972, 1983, 
19g5b, Ahmad 1984 Babar All 1986,19g7a, 
Arif 1988. Audi 1990 Also, for a particulai 
ly brilliant and original analysis of the 
development of capitalism in Sindh, six 
All! 1990 

10 A feudal nationalism can also exist, as it has 
lAisted in Sindh in ihe past But this is, in 
general, a less organised, less effective 
nationalism, compared to the more advanc 
cd bourgeois nationalism Nationalism is 
essentiallv a concern of the bourgeoisie 

11 Also see Aiavi 1983 Ahmed 198Sa, Hussain 
1985 Jalal 1990 

12 One ol the more serious newspapers quoted 
the price for a number of government jobs 
which could be acquired through elected 
repiesentativts Do»n February 27 1990 

13 I have argued cisewheie that one reason for 
Punjab s prosperity today is this ability to 
export Us surplus population and keep 
uneniptoymeni low (Zaidi 1989] 

14 Mahnaz Ispahani writes “Domestic 
violence m Pakistan has been fired indirectly 
bv Pakistan's role as a base of operations 
and as a weapons conduit for the Afghan 
Mujahideen Along with the arms sent in 
to Pakistan through pro Kabul JPakhiuii 
iiibesiiien by the Afghan regime an 
estimated 40 pci cent of the weapons destin 
cd fur the war effort have 'leaked' into 
Pakistan Pakistani army officers and Mu 
jahideen have been reported to sell weapons 
on the open market in Pakistan Drug 
traffickers, nght wing Islamicists, frontier 
warloids and rural bandits have all gained 
access to sophisticated arms ranging from 
Kalashnikovs to rocket launchers and anti 
tank missiles Lawlessness is worst to 
day in Sindh" [Ispaham 1990, p 27] 

15 According lo Anf Ha.san one of Pakistan's 
leading social scientists, the violence caus 
ed by urbanisation is going to be lejdicated 
in a number of cities in the Punjab as well 

16 The Hyderabad massacre of O^ober 1988 
IS said to have taken place because one fac 
lion of a Sindhi nationalist group uunted 
(he other for not being “men enough’’ 
regarding the Smdhi “cause” This group 
went out to prove its credentials by killing 
200 mohajirs 

17 Lven the educated and the professionals 
amongst the mohajirs justify the tactics of 
the MQM as they argue that had the MQM 
no existed mohajirs would have “suffered” 
more 


18 Irtdia Today quoted a spokesman for the 
Chamber of Commerce and Industry who 
said that “only two of the 63 new textile 
mills set up m Pakistan have been msulled 
m Sindh in the last year" June IS, 1990, 

p 10 

19 See interviews of G M Syed, Herald, August 
1989 Ibrahim Jcqio, Herald, January 1990, 
Makhdum Khaliqu/zaman, The Friday 
Times, March I 7 1990 

20 Although Sindhi nationalists recognise 
Seraiki as the fifth nationality of Pakistan 
and accept their claim to territory as 
legitimate, under no conditions are they 
willing to give up iheir own lands for the 
creation of a Seraiki province 

21 Altaf Hussain m a recent interview said that 
he had never demanded either a mohajir 
province nor recognition as a nationality 
(The hmniier Posi Lahore, March 9,1990) 

22 One of the few blessings of democracy has 
been a relatively free press resulting in 
analysis which has not only been critical of 
Ihe government but at times, also of the 
army In the context of the violence in 
Sindh, the army and the ISl have been 
alluded to, implicated, and even accused on 
more than one occasion Newsline and 
Herald in the months of May, June and July 
1990, have cained ai least one suggestive 
piece per issue Newsline in its March 1990 
issue even identified an active Colone. who 
was said lo be direcllv responsible for the 
violence m Hyderabad Also, other publica¬ 
tions such as Ihe 1 ahoie based TheFnday 
Times have also come up with similar 
theories (see the TFl of June 14 20, )990) 
In an ediional on us front page, the TFT 
said "There is substance loo, in the PPP’s 
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aiiciuion iiiiii me mvm, ii> ■■elnc»l^ in 
Sindh, wa& sustained by the ISI under /la" 
(TfT, July 12 18. 1990) 

2) Despite obvious dilferences, there is an in 
leresiing parallel with the Bakhtun issue 
whiih may give some possible insight into 
the nat uie of events in Sindh The Pakhtuns 
loo had a militant anti centre anti Punjabi 
nationalist bourgeois and petty bourgeois 
class whose repitsematives had spoken ot 
secession on numerous occasions today 
these classes are the biggest beneficiaries of 
the bourgeoisfication of Pakhiun society 
and of Us integration with the Punjab and 
with the centre at Islamabad Now less 
Pakhtuns talk ol secession National lights 
arc seen as pari ol the tedcral siructuii ot 
Pakistan and the Pakhtuns arc interested in 
extracting a greater share Irom within the 
present union |Zaidi 1988 1989) 
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Ambedkar and Buddhism 

Dhammarhari Li>kainitra 


THE second section of Gopal Guru’s note 
on the ‘Hinduisation of Ambedkar in 
Maharaslitra’ (EPW, February 16) 
deserves a reply. This section concentrates 
on attacking Traitokya Bauddha Maha- 
sangha Sahayaka Gana (TBMSG). (iuru 
has based this on Vinay Kamble's articles 
on TBMSG in the Marathi magazine (now 
defunct) Dhammahpi. It seems he has not 
read any of the many publications 
brought out by TMBSG; otherwise one 
presumes he would have referred to them 
in his notes. The only conclusion one can 
reach is that he has not tried to establish 
the veracity of any of Kamble’s points. 
This IS in itself a vciy improper approach 
to critici.sin and leads one to doubt the real 
intentions behind wriling such a report. 

The first criticism is concerned with 
“spiritualising the daht masses in the State 
[of Maharashtra]”. The word spiritual is 
admittedly rather conliKsing although it is 
often used in fB.MSG. Millions of people 
have converted to Buddhism since IVS6 
following the example ot Ambedkar, He 
was very concerned that his followers take 
the Dhamma seriously, otherwise, he said, 
"people will laugh at this conversion”.' 
lo this end he wrote The Buddha and His 
Dhammar a ‘puja' book' and gave them 
22 vows'* to follow. The latter besides 
repudiating the worship of the Hindu 
gods, include a commitment to the prac¬ 
tice ot eciuahty, the Buddha's Eight-Fold 
Path, the Ten f*araniitas and the Pancha- 
sheel. It was tlear that to Ambedkar there 
could be no Buddhism without the prac 
tice of the Dhamma, which if practised 
systematically, gradually bring about 
highls positive and creative changes in 
one’s mental states and attitudes, enabling 
one to take more control ovci one’s own 
life and to help others more effectively It 
is this process that is meant by the word 
'spiritual', but as it is used in other 
religions with completely dilferent goals, 
it is not a very satisfactory word. 

Gopal Guru uses the word ‘daht’. In my 
experience most Buddhists in Maharashtra 
do not like to apply this word to 
themselves, as it refers to them in terms 
'f what they arc trying to leave behind, 
and not in terms of their new-found digni¬ 
ty as human beings insisted upon by 
Ambedkar and encouraged by their con¬ 
version to Buddhism. 

TBMSG holds regular Dhamma shibirs, 
open to all, during which, according to 
Gopal Guru, “the participants are asked 
to undergo transcendental meditiation to 


overcome material as well as mental pro¬ 
blems’’ Transcendental meditation is what 
the Maharishi Yogi’s sy.stcm is called and 
consists of mechanically chanting a man- 
tia. TBMSG’s system of meditation is 
quite different. It does not consist of 
chanting a mantra and going into a trance 
as Gopal Guru makes out. Meditation in 
Buddhism is a conscious process and does 
not involve going into a trance-like state. 
Two most traditional Buddhist meditation 
practices are taught in these shibirs, the 
Mindfulne.ss of Breathing and the Maitri 
Rhavana, or the cultivation of an attitude 
of universal loving kindness. These states 
of mind are basic to Dhamma practice. 
Ambedkar cmpha.sises the development of 
these states of mind in The Buddha and 
His Dhamma. On page 87 he talks about 
the importance of fiamnia Satti, or Perfect 
Mindfulness. On page 265 he develops this 
further under the heading ‘Thoughtful¬ 
ness and Mindfulness'. As for the ques¬ 
tion of maitri, attention may be drawn to 
the section entitled ‘Dhamma to be Sad- 
dhamma Must Promote Maitri' starling 
on page 210, and also to page 413 where 
he gives the most famous of the Buddha’s 
teachings on 'maitri'. But these are only 
to illustrate the point. References to these 
two states of mind fill the book. Medita¬ 
tion IS a tool fur the systematic cultiva¬ 
tion ol these higher positive states of 
mind, and as such it is central lo serious 
Buddhist practice, it may be possible lo 
develop these elevated and highly positive 
states of mind without formal meditation 
practice, but for most people that is ex¬ 
tremely difficult and open to rationali¬ 
sation. 

(iopal Guru's next criticism is to accuse 
TBMSG of stripping ofl the political con¬ 
tent of Ambedkar’s philosophy. Ambedkar 
started a many-faceted movement. 
TBMSG does not pretend to work in all 
these areas. It is especially concerned with 
the area of Buddhist teaching and prac¬ 
tice which had been largely neglected .since 
the conversion. An incident told by 
Nanakchand Rattu, Ambedkar’s personal 
assistant, and verified by others who were 
present, throws light on Ambedkar’s own 
attitude. Some of his followers were trying 
to persuade him right until the last minute 
to po.s*.pone the conversion until after the 
next elections. He was upset with them, 
saying that they did not understand the 
importance he attached to Buddhism. 
Since then, compared to the energy that 
has gone into politics, very little has gone 


DISCU^BKT 


into trying to understand and practise die 
Dhamma. 

Gopal Guru is right in maintaining that 
Amb^kar did try and bring out the social 
aspect of the Buddha’s teaching, which 
has been somewhat neglected in recent 
times and for this the Buddhist world is 
increasingly grateful. Today Buddhism is 
very popular in the West, and there is a 
great deal of importance attached to the 
social implications of the Buddha’s 
teaching. In this sense Ambedkar could 
be said to be the forerunner of this 
Western Buddhist movement. At the same 
time he was quite clear about the basis for 
social change in Buddhism. In November 
1956, at a World Fellowship of Buddhists’ 
Conference in Kathmandu, he made the 
following statement: “The greatest thing 
the Buddha has done is to tell the world 
that it can only be reformed by the refor¬ 
mation of the mind of man, and the mind 
of the world.’” Without individual 
change, in other words, there can be no 
social change. 

A major part of the work of the TBMSG 
in India is its social wing, known as 
Bahujan Hitay. Today 10 hostels (theic are 
plans for many more) in Maharashtra and 
elsewhere as well as extensive health and 
educational work in the slums of Pune ate 
being run. All this work is run by local 
practising Buddhists who are followers of 
Ambedkar. They sec this work as an in¬ 
extricable part of their Dhamma practice. 
Meditating on ‘maitri’ and ‘karuna’, one 
cannot close one’s eyes to the condition 
of people all around. To say that TBMSG 
is making the “dalits quite insensitive to 
the problems of dalit.s’’ is therefore quite 
untrue. It seems neither Gopal Guru nor 
Vinay Kamble has any knowledge what¬ 
soever of TBMSG’s extensive social work. 

I am not quite sure how Gopal Guru 
can state with such certainty that “not one 
among the followers of the Sangha pro¬ 
tested against the government’s decision 
to delete the ‘Rama Krishna Riddles’ from 
Ambedkar’s writings”. There were lakhs 
of people protesting. TBMSG runs per¬ 
haps a hundred Dhamma classes a week 
in Maharashtra, to say nothing of special 
lectures and lecture series. Can he say 
categorically that this subject was not 
taken up? The quarterly Golden Drum, 
published ty TBMSG in London had a 
special report on the Riddles afftur.^ 

But while protests may help, to enable 
long-term effects other substantial and 
constructive work is required. The pro¬ 
blem starts with followers of Ambedkar 
themselves. Ambedkar emphasised that 
hi.s followers must get rid of their belief 
in god. The Brst few of the 22 vows deal 
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the old gods it presents a problem One 
IS still effectivciv a Hindu, and in Hin 
duism one's plait is still right at the bot 
tom Bv woishipping the old gods one is 
thus loniinuing lo wear the old religious 
shackles wiih all ihtii psvtholugital ef 
feits that hast been worn lot lenturies 
More than that belief in god, being based 
m Supeistitiun opens one to all mannet 
of exploitation Ambedkai felt so strongly 
about this that he said in 1 he Buddha and 
Hi^ Dhamma, “belief in god is the most 
dangerous thing' (p P8) 

But thi sad fact is that many Buddhists 
still worship the old gods thus unwittingis 
maintaimng the old religious uniditioning 
In the last 12 yeais (icrhaps several thou 
sand people have attended Dhamma shibiis 
organised by IBMSCi where they both 
learn meditation and studs i Buddhist 
text 01 something wiituii by Ambedkii 
on Buddhism (the atmosphere is lai Itom 
lestrietive as implied in Ciopal Giiiiis 
note, but is pervaded b\ a |oy and i sinsi 
of meaningfulness that lew hast exptn 
cnied before) Perhaps the most univei 
sal tsptrienee lor those who base attended 
sueh a shibir for the first nine is undei 
standing how Ambedkai eould sas in tfu 
22 vows Now I have taken a nev hie 
Buddhism beeomts meaningful to them 
as nevei before Ihiv beein to undei t ind 
how through Dhamma ptretiei thev ean 
lead mueh more ereative lives that hitherto 
thev had thought possible and thus 
develop a eonfideiiet in it that many did 
not have before Most of them will go 
home and throw out the pietiires and nun 
tis of the old gods has ing eradicated their 
psyehologieal dependeiKe on them Not 
onlv that they will pass on what they have 
learnt to neighbouts 

‘In this situatuai ean we dispense with 
Buddhism' Perhaps not' it seems liom 
this that Ciopal (mru reallv would like to 
dispense with Buddhism and tliat to him 
It has little of intrinsic value in itsell its 
only value being as a politieal tool He 
makes this elearei towards the end when 
he suggests making changes to the most 
basic Buddhist principles He wants, lirst 
to change the Irisaren I liese are the Bud 
dha, representing the ideal of htirian 
enlightenment to which Buddhists aspire 
the Dhamma the piaetiees leading to that 
state, and the Sangha the fellowship ol 
those likewise practising the Dhamma 
These ideals are shared bv Buddhists 
throughout the world and are thus a uni 
fyiiig factoi among them The Iiisarui as 
Buddha Dhamma and Sangha were basic 
to Ambedkar's approach to Buddhism 
Admittedly at the time of conversion he 
was hesitant about taking the Sangha 
saren because he was extrcinely dissatisfic'd 
with the eonduet ol the present day 


bhiksbu sangha (he was dissuaded from 
this course of action because recognition 
from the rest of the Buddhist world was 
very important for him) But that did not 
mean that he did not appreciate the prin¬ 
ciple of Sangha, he makes it clear that he 
did in 1 he Buddha and the Future of His 
Keheion He saw Sangha as providing 
a model of the ideal society, creating a 
body of deeply committed Buddhists who 
eould impaiiially guide others, and 
creating a society whose mcmbeis were 
free to rindei service to the people Thai 
the pieseni bhikshu Sangha was not living 
up to these ideals was for him a most 
perplexing question and he called in no 
uncertain terms lot a new kind of Sangha 

(lopal Ciuru wants to change these three 
piinei|)Us to equality fraiernily and 
freedom Vk hat he docs not seem to realise 
IS that these three ptincipics are implicit 
in the Dhamma itself and this was 
brought out bv Ambedkai Therefore 
lime IS no need to change the Trisaren 
I ibertv iqualilv and fiaternitv are im 
planted within it 

Not onlv dots Gopal Guru wint Bud 
dhism without tire Buddha Dhamma and 
Sangha but he wants to separate i’aneha 
sheel trom his own vcisionol the fiisiieii 
Danehasheel is tht moa baste eommiimciit 
to ithieal behaviour and the foundation 
ol social relations in Buddhism (niiu 
states that unlorlunatelv the Lonum 
poiary Buddhisi leadership in Maharashtra 
still aiguts fur the eorubinaiion ol 
Trisaren and Pintha^hcil whitli in el ten 
has ltd t(i the r cession ol Biiddhisi move 


mem ui mananiuKiii wm Mivijcmnw 
Ambedkar’s proyect of converung Hindu 
Indian into Buddhist Indian" No one who 
has read even a little of what Ambedkar 
wrote on Buddhism could possibly go 
along with this view Morality was basic 
to Buddhism according to Ambedkar 
One quote from ‘The Buddha and the 
f uture of His Religion’ is enough to show 
this “The religion of the Buddha is 
morality It is imbedded in religion Bud 
dhist religion is nothing if not morality 
It IS tiue that in Buddhism there is no god 
In place of god there is morality What 
god IS to other religions, morality is to 
Buddhism’ 

I am afraid the project Gopal Guru is 
talkme about is not that of Ambedkar but 
of those who have attempted to usurp 
Ambedkai's eonveision to Buddhism to 
serve ihtir own political ends One would 
have hoped tor a little more substance in 
his areumenis 

Notes 

1 Bhagw 111 n IS Thus Spoke Ambedkar Vol 
ti Bhiem I’atrika Hublii. itions Jullunder, 
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2 Siddiilli I’ubliealionv Bonibsv 1974 

S Hauddha 1‘uia Paalh i.<impilid by 
Ambidkai Bombav I9S6 

4 liii.ludLd in Hauddha fondana Sut/aMngnih 
Irii iini Cirmtha Mala Pune 1987 

5 TA«v Spokf Ambedkar op eit Voi II 

6 Oindtti [)rum Mas July 1988|2Stll No 9 
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It IS hereby notified for the information of the Public that Kesai Enterprises Limited proposes to make an application 
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MAKE AN INTELUGENT MOVE 



EXEMPT YOUR 
CAPITAL GAINS FROM TAX 

INVEST IN 



CAPITAL BONDS 


Long term capital gains from the sale of land, buildings, jewcUerj shares etc attract Income Tax But 
there IS a way out Invest in IDBl (API! 41 BONDS.kcep your capital intact and earn mteresi too 

• ilonds a^Jliahl> at par thiou};huiit • Ixcniption upto Ks 5 lAlis trotii • At tht invistors option interest 


the \tar 

• I senipiion trom lav on ( apilal 
(«ains under Seetion Sil ot the 
income lav Ait 1961 

• Iniomi laxbinerit under 
Section 801 


V( ealth 1 1 \ under Section S( I) 
(wit triad with Section S( lA)ol 
the Wealth lav Act lOS" 

hiltIISI 119' pa pavahli halt 
vearii 


• At the investors option interest 
tor till hill period ot A >eais can 
hi paid in advance on discounted 
basis 

• No didi tion ot tax at source 

• Outstation cheques accepted and 
cost of lolleetion home b) IDBI 


ALSO CONTRIBUTE TO THE INDUSTRIAL DEVELOPMENT OF THE COUNTRY. 


lor hirthci details contact the nearest IDBl office oi write to Manager 

INniTSTRIAI. nKVFTOPMFNT RAIVK OF INDIA 
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Which is the best 
place to start a chemical industry? 

Pashamylaram in Andhra Pradesh. 


Because you couldn’t ask for more. 


Ihis sprjwimg 2<K) acre industrul estate 
situated on iht Hsdtrabad Roniba> National 
Higbua> 9 tomes equippe’d with comniein 
etnuent treatment plants pollution control 
systems steam and refrigeration plants a 
eaptise power plant it neeessary and be lies e 
It oi not housing lor the employees schools 
shopping centres medical taeililies and 
beautifully landscaped surrt'undings In a 
nutshell it s a sirtual reads to start production 
deal you re getting 

And take a look at APIIC’s enviable 
track record. 



I he Andhra Pradesh Industrial infrastructure 
(orporation I imited is an organisation with an 
excellent track record for providing an impetus 
to industrial growth IK 6()0 acres of land have 


Andhra Pradesh 
Industrial Infrastructure 
Corporation Limited. 


so fai been aee|uired across the state And 2P 
Industrial I states and Industrial Development 
Areas ha\e been established An excellent 
achievement hj any yardstick I sen if we say so 
ourselves 

So if you re interested in setting up a chemical 
industry mail this coupon to us for further 
details 


Pashamylaram. 

The best industrial chemical zone, 

* ^ 

just 40 kms from Hyderabad.^ ^ 
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Signs of Change 

The shifts in the class and caste configurations in Bulsar, a town in 
south Gujarat, in the last two decades and the changing social 
location of Suthars, a caste which pioneered industrial aaivity in 
Uie regim, give a clue to the nature of the political-econonuc 
^nmsfapAation raking place 1340 
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vMpst cntics of rent control legislation recommend us abolition 
"tugtpmg that this would improve the supply of rental housing and 
' 1 ^ lead to a decline in rents in the long run A critical study of 
'•4he impact of the Delhi Rent Control Act (1958) and the 1988 
^ amendment do not quite bear out this point of view 1351 


China Shakes 

ir China IS shaking the svorld it is 
rather because of its exploitation, 
not Its suppression, ot capitalism 
But while market lapitaiism and 
foreign invesimeni may be all the 
rage today the mood may not last 
indefinitely 1S30 

Promise and 
Performance 

The improved etfiiieticy of State 
level manufacturing public 
enterprises would go a long way in 
enhancing the effectiveness of 
State governments as a 
whole M-42 

' . . . . - . . ■ 

Price of PowAr 

Ihe Karnataka State LIcctricity 
Board s decision to hike power tariff 
has generated much protest The 
cmnpulsions and prcdilems of 
setting tariff rates in the 
industry M-Sl 

How does the public sector Bharat 
Heavy Electricals fare in the power 
equipment market in terms of 
product quality performance 
and price’ M-47 


Who Wears What 
and Why? 

Since household textile demand is a 
crucial factor in 'he growth of the 
industry its pattern quality 
component and the income and 
price elasticities need to be 
understood M-61 


Rein on Funds 

With the proliferation of mutual 
funds, the need to set up legislation 
to govern their functioning 
becomes urgent M-SS 

Space for the State 

The sucens of privatisation requires 
not only a reform of the pnvaie 
sector Itself, but also an effective 
stale and not, as many see it, 
a sbnnking role for it 1313 


Culture-Specific Designs 

A universahsiic approach to 
organisation and management is 
outdated and inappropnate Today 
culture specific ideas based on 
psychoanalytic insights an 
contributing to the structuring of 
new models of organisation M>E5 

Ambedkar and Congresn 

While Ambedkar clearly linked the 
emancipation of the dalits with 
Swaraj he was not willing to 
mortgage their political future to the 
tender mercies of the upper caste 
Hindu leadership of the Congress 
and sought a measure of political 
autonomy lor them through the 
proposal of separate 
electorates 1338 

Research on Bhopal 

I he Indian C ouncil of Medical 
Research s findings on Bhopal clearly 
show that the gas leak has caused 
irreversible damage among the 
population who will need 
long term care 1322 

Phulc's Legacy 

Many sections of Indian society have 
been trying to appropriate the 
legacy ot Phule* noi with a view to 
continuing his unfinished mission of 
democratic resolution but to 
legitimise iheir own interests 1S2S 


Daunting Prospects 

Bevond June the country's economic 
prospects appea' gloomy and the 
government will base to face the fact 
that It will have to keep runnmg just 
m otdtr to stay in the same place. 
And worse arc the longer term 
prospects unless changes far beyond 
the immediate fiscal adjustments 
which the IMF may call for 
are made 13M 

People s Choice 

An analysis of the social background 
of Kerala s newly elected members 
leveals features not entirely 
unexpected for that State 1328 






LETTERS TO EDITOR 


Police Action against 
Dam Oustees 

WE strongly condemn the arrest of social 
activist Kumar Chandra Mardi and 450 
tribals while they were protesting against 
the construction of Icha Dam, a part of 
Subarnarekha Multipurpose Project, at 
Icha near Chaibasa, Singhbhum district 
of Bihar, financed by the World Bank, the 
project is a joint venture of the States of 
Bihar, Orissa and West Bengal. 

On April 5, 1991, the local people, 
mostly tribals, went on an indefinite 
‘dharna’ at the dam-site to stop the con¬ 
struction of Icha dam. The 500-strong 
non-violent protest was organised by the 
local organisations to stop the ongoing 
construction of this dam b^ause this dam 
will displace 30,000 people, majority of 
whom telong to the Ho tribe in over 61 
villages. So far, the project authorities 
have not come up with any rehabilitation 
plans to resettle the displaced people. But 
the lands of the would-te displaced people 
are being notified for acquisition and only 
cash compensation is being offered. 

On April 9, the deputy commissioner 
came with a large police force to evict the 
protesters. When the protestors refused to 
withdraw the ‘dharna’ until and unless 
their demands were accepted by the pro¬ 
ject authorities, the police started dragg¬ 
ing men, women and children to the police 
bus which took them to Saraikala police 
station. Before arresting them the police 
ransacked the tent meant for lodging the 
activists and set them on fire. They also 
harassed the women and separated them 
from their children. Kumar Mardi and 250 
tribals were taken into custody. Since then 
about 50 people are courting arrest every 
day against the police action. In a meeting 
with tribal representatives, Jagnanadh 
Singh, ministci of irrigation, Bihai 
government, assured the release of social 
activists and all other arrested people by 
April 30 But they have not been released 
as yet. 

Recently, several offences involving 
crores of rupees have come to the light 
which includes withdrawal ol e\cess 
payments, illegal removal of goveriimcni 
property, filling of fake bank guarantees 
and of false payments. The parties involv¬ 
ed are the contractors, Surya ( onstruc- 
tions and (iammon Enterprises, the ex¬ 
ecutive engineer of the piojeci and senior 
officials of the bank concerned. The 
government has taken no action about 
these matters. This is not the first time 
that non-violent protests against the Icha 
dam has been met with repiession and 
intimidation. On April 4, 1982, Ganga 
Ram Kalundia, an activist of Icha Kharkai 
Bandh Saiigarsh Samiti was killed by the 
police when he organised people against 
the unjust eviction. W; strongly condemn 


the arrest of activists and other tribal pro¬ 
testers and demand their immediate 
release. We also demand that the State 
government and project authorities halt 
the construction of dam until a proper 
rehabilitation plan for the displaced 
population is formulated and imple¬ 
mented; a complete review of the project 
from the social, economic and en¬ 
vironmental angles is carried out; the 
displaced people arc given access to infor¬ 
mation about the dam, displacement and 
rehabilitation; strict legal and ad¬ 
ministrative actions are taken against the 
corrupt project officials, bank staff and 
contractors; and project authorities enter 
into a dialogue with the displaced people 
and the organisations representing them 
and stop the use of force by the police. 
Kavaijit Singh, Anil Singh, Shankar 
Sundi, Ghanshyara, Arvind Kumar, 
Ranjan Palit and Vashudha Joshi, Anil 
Prakash, J John, Avadesh Kumar, 
Arjun Kumar and Balrani 
New Delhi. 

Left Front and Left 
Intellectuals 

ON the eve of the polls, a large numbei 
of writers, artists, lawyers and other pro- 
fes.sionals of West Bengal issued an ap¬ 
peal to the people to vote for the Left 
Front—Rastriya Morcha alliance. The.ap- 
peal, circulated by the Ganatantrik Ijehak 
Silpi Kalakushali Sangha, a CPC(M)-led 
organisation, was iihporiant not because 
its support for the Ixfl front was un¬ 
conditional The appeal contained no 
refcrencre to the implementation of the 
report of the Mandal Commission, noi to 
the demand for more power to the States 
Instead it emphasised the inability ol the 
Stale government to pcrtoim eciiain 
obligations to the people without the 


Centre. 

Clearly these intellectuals and profes¬ 
sionals are not in favour of a federal struc¬ 
ture, but only want a Centre more bene¬ 
volent and more merciful to 'A^st Bengal. 
Ironically, the appeal contains an axio¬ 
matic reference to the ‘decentralisation’ of 
power to the grassroots through the Pan- 
chayats, supposedly an important success 
of the Ixft Front government. It seems 
that the signatories are trying to confuse 
centralisation with decentralisation. The 
Panchayats have linked the people with 
the bureaucracy and the power of the 
latter remains the same. Fourteen years of 
Left Front government has revealed this 
beyond any doiib'. To refer to it as ‘decen¬ 
tralisation’ is sheer make-believe. 

Finally, the signatories remind the peo¬ 
ple of the seventies. It is well enough to 
point out the horrors of those hoodlum 
years, but the record oi the signatories 
themselves is hardly credible. In the 
appeal, they have mentioned their occupa¬ 
tional and social identities. Among 
‘educationist’, the first name is B D 
Nagehoudhury. One recollects well his 
role as the vice chancellor of the Jawa- 
hailal Nehru University during the Emer¬ 
gency. The list also includes a number of 
pensoiialities, well known and not so well 
known, who wooed Indira Gandhi or Sid- 
dhartha Ray during the seventies for 
power and help. Now they have become 
champions of Tctiism' under the umbrella 
of the Left Fioni government of West 
Bengal. Others who are not as infamous 
have loincd pci haps because of the fear 
psychosis that has seemingly .stupefied 
ilieiii. There aic honourable exceptions 
dnionp intellectuals who by keeping away 
Irom lilts show ol progressivencss, have 
piosetl ihcniscKcs wiser. 

, Anirran Biswas 
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After Rajiv Gandhi 


T he impression is unmistakable that the political 
establishment in the country perceives the crisis following 
:he assassination of Rajiv Gandhi to be even more serious 
:han that caused by the death, in similar tragic circumstances, 
}f his mother a little less than seven years ago. If reports, 
ividely publicised in the press, are to be believed. President 
R Venkataraman himself has considered it necessary to 
trroach with prominent leaders representing different shades 
}f the political spectrum the advisability of forming a 
national government, putting off the general election already 
under way and even bringing into being a constituent 
usembly to rewrite the Constitution and refashion the 
political system. The all-too-evident signs of panic in high 
political and government circles have to be explained not so 
much by the stature of the assassinated leader even as perceiv¬ 
ed in these circles—after all Rajiv Gandhi’s entire political 
»reer spanned a bare decade and he was prime minister for 
just one term—but by the vastly enhanced fragility of the 
country’s political institutions, among them very prominently 
the Congress Party. 

It is sad to reflect that, for all the hyperbole now being 
lavished on him, it ts not easy to identify many contributions 
by Rajiv Gandhi to arresting this degeneration. Quite the con¬ 
trary, in fact. Prospects of any democratisation of the Con¬ 
gress Party under his leadership were dashed very early on; 
Instead the drive for total personal control over the party, 
which so marked his mother’s reign, was carried to further 
ntremes, requiring the apportionment of all positions of in¬ 
fluence exclusively among hangers-on and courtiers. So much 
so, to mention just one of the more striking consequences, 
the Union cabinet came over the years to comprise fewer and 
fewer members who commanded enough popular support 
n«n to get themselves elected to parliament. In the States, 
Congress ftirty chief ministers had to be shuffled and reshuffled 
with unfailing regularity and rival factions encouraged 
deliberately. The style of party management inevitably spilled 
aver into the functioning of the government, with the tenden- 
gr to use the different parts of the state machinery—mo.st 
/isibly, the official information media—to advance the cult 
if the sole leader getting progressively more unabashed. The 
result, altogether predictably, has been corruption, arbitra¬ 
riness and total lack of accountability. In a political environ¬ 
ment surcharged with tension and violence and with both 
the inclination and the means to commit mayhem widely dis¬ 
persed, there could scarcely have been a more reliable recipe 
for what came to pass at Sriperumbudur on Tuesday night. 

With the, quite admirable, rejection by Sonia Gandhi of 
the attempt of the scheming hangers-on to use her to protect 
their pelf and power by getting the Congress Working Com¬ 
mittee to unanimously nominate her as the party president, 
the possibility has been opened up of the Congress at last 


emerging from the spell of the Nehru-Gandhi dynasty. This 
has let loose a flood of suggestions for realignment of 
political forces in the country— of all Congressmen, present 
and one-time, coming together, of ail centrist forces teaming 
up, of all secular elements joining hands to thwart the 
BJP-VHP combine, of the Left parties coming closer to the 
Congress, and so on. While a measure of rearrangement of 
the political pieces is implicit in the logic of the emergoice 
of a post-Nehru-Gandhi Congress, it can hardly be lost sight 
of that there is a very real danger of the dominant classes 
and interests, which have their Hngers in different political 
parties and groups, trying to use the so-called political 
realignment to drum up renewed legitimacy for policies and 
programmes whose unsavoury consequences as fm as the 
mass of the people are concerned have become pretty well 
exposed. 

Without in any way playing down the danger posed by 
the strengthened communal forces, the harm done to the 
country and the people by the policies pursued by the Con¬ 
gress governments in the eighties, which the short-lived 
National Front and SJD governments did little to reverse, 
has to be squarely faced. The country today find$ itself on 
the brink of external bankruptcy and loss of economic 
sovereignty. There has been a marked widening of econonuc 
disparities, growth of unemployment, strengthening of in¬ 
flationary pressures with its consequences for the living stan¬ 
dards of the vast majority of the people, festering social 
inequities'and aggravation of ethnic and regional discontent 
and alienation. These developments have after all played not 
a small role in creating the climate for the rise of Hindu 
communalism of the BJP and VHP variety. So any coming 
together of parties and groups, if it is to mean anything at 
all, must be based on a commitment to a programme to arrest 
and reverse these tendencies. But there are, one suspwts, 
those who are championing a realignment of political foms 
for precisely the opposite reason—to win a fresh lease of life 
for the Congress’s discredited policies. Consider, for example; 
the enthusiasm that is noticeable in the most unexpected 
circles for a coming together of the Left and the Congress; 
these circles are even prepared to accept the idea of the prime 
ministership under such an arrangement going to Jyoti Basu 
of the CPI{M). Partly this may well be a tribute to Jyoti 
Basus undoubted political stature, but, considering some of 
the quarters from which these proposals are being mooted, 
can the calculation be altogether absent that a govenunent' 
with a Leftist veneer will stand a better chance of winning 
some measure of popular acceptance of the policies which 
are being pressed upon the country by the IMF and the World 
Bank as a precondition for the resumption of the flow of 
external funds to underwrite the continuance of the so-called 
economic liberali.sation? 
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Survival Strategies 

THE shock and sorrow that the people 
might have felt at Rajiv Gandhi’s tragic 
end were allowed to dissipate within less, 
than 24 hours into a ludicrous anti-climax 
by his colleagues in the Congress Working 
Committee when in a desperate search fof 
his successor as the party president, they 
fell back on Sonia Gandhi. The unseemly 
haste in which Congres$(l) veterans with 
years of political experience behind them 
chose to elect as their leader someone who 
is not even a debutante in Indian politics 
leaves us with the only surmise that is 
possible in such circumsunces—a bank¬ 
rupt leadership is trying to clutch at 
anything that might provide it with a 
tenuous link with the Nehru dynasty. 

As important as the long-term strategy 
for survival is the Congr^Ij’s immediate 
need to win the elections in the second and 
third phases of polling. Here again, the 
party’s leaders and cadres have shown the 
least qualm in making use of the assassi¬ 
nation, even before the dead leader’s 
mortal remains could be consigned to the 
flames, for projecting the Congress(l) in 
larger-than-Ufe colours to impress the elec¬ 
torate. The distinction between the pro¬ 
tocol reserved for the funeral of the head 
of the state and that for the leader of a 
national political party was sought to be 
blurred at every stage to reinforce in the 
public mind the impression that even out 
of power, a Congress(I) ex-prime minis¬ 
ter—mid a scion of the Nehru family at 
that—could still command all the offleial 
honours. The offleial ‘bandobast’ can of 
course be justified on the ground that cer- 
Min privileges are due to an ex-prime 
minister. But then, was such a grand ‘ban¬ 
dobast’ organised by the government when 
another ex-prime minister, Charan Singh, 
died a few years ago? What is important 
to note is the government publicity given 
to the funeral of the leader of a political 
party which was elevated to an official 
function, on the eve of an election where 
that party can make the most of such 
publicity in its election campaign. By con¬ 
ceding to the Congress(I) pressures for 
organising a ceremonial display with all 
the paraphernalia associated with the 
funeral of the head of the stale who dies 
in harness, was the present prime minister 
merely showing respect to an ex-prime 
minister or plotting a new move in his own 
political game? Developments in the next 
few days may provide the answer. 

Meanwhile, the publicity offered by the 
offleial media and gained through the 
state funeral of its leader is quite likely to 
boost the Congress(l) efforts to whip up 
the ‘sympathy wave’ on the crest of which 
it hopes to come back to power. But there 
is an ominous dimension to such efforts 
to create a 'sympathy wave*. At the local 

<. level, the Congress(i) leaders and their 
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a spontaneoiiM wave. Soon after the qews 
of the assauination was flashed by the 
media, Congressfl) hoodlums came out 
on the streets. But unlike 1984 (following 
Indira Gandhi’s kilUng) when they had a 
particular target in the Sikh community, 
this time the objects of thar fury seemed 
to be diffused at the beginning. On the 
night of May 21, in front of Rajiv 
Gandhi’s residence at 10 Janpath, they 
hurled abuses indiscriminately against 
policemen, press reporters and photo¬ 
grapher^ and even attacked the car of 
President Venkaiaraman when he came to 
visit the residence. But soon their fury was 
cleverly steered by their leaders in the 
direction of the non-Congr«$(l) parties. 
Offices and residences of poiitidans of the 
DMK in Thmil Nadu, Iblugu Desam in 
Andhra Pradesh, Janata Dal in north 
India and the CP1(M) in West Bengal 
began to be selectively attacked. One 
could discern a deliberate attempt to 
silence the anti-Congress(l) parties and 
their pmrkers as a preparatory step in the 
next stage of electioneering. 

MUTUAL FUNDS 

Hopes Belied 

MUCH store was being set on the collec¬ 
tions by the various mutual fund schemes 
which some of the major nationalised 
banks and some financial institutions 
have been allowed to float. The major 
assumption underlying this optimism was 
that people would be attracted to subs¬ 
cribe substantially to these schemes, given 
the tax concessions which subscriptions 
made under these schemes arc eligible for. 

Under Section 80CCB, any subscription 
under these schemes is deductible fully for 
arriving at taxable income subject to a 
separate ceiling of Rs 10,000. This meant 
that such subscription was not to be 
counted against the ceiling of Rs 40,000 
under Section 80CCA for deposits made 
under the National Savings Scheme. 
Although both 80CCA and 80CCB con¬ 
tributions are fully deductible .subject to 
the respective ceiling, the latter’s addi¬ 
tional advantage is that to the extent 
returns thereon accrue in the form of 
capital gains and not interest—since the 
mutual fund schemes are supposed to be 
equity-linked saving schemes—it also en¬ 
joyed exemption allowed to capital gains 
up to Rs 10,000. 

Given the edge 80CCB contributions 
have over those under 80CC.^, it was 
believed that collections under the various 
schemes entitled to the benefits of this tax 
concession would be substantial. The 
estimates of collections for 1990-91 rang¬ 
ed from Rs 1,000 to Rs 2,000 crore. 
However, it turns out now that the actual 
collections under the mutual fund 
schemes did not exceed Rs 700 crore in 


ly expnessed when the verknu echenwi 
were launched has been sadly belied. 

Whether or not the government persists 
with this tax concession and allows more 
schemes to be floated, a point that has not 
received sufficient attention in this con¬ 
text is that collections under these schemes 
do not accrue to the Central Budget, thty! 
arc not shareable with the States qn the 
lines of the small savii^ mBactlona, whidiii 
incidentally include deposits under' 
80CCA. This aspect becomes noteworthy 
because under the interim Central Budget 
for 1991-92, it has been proposed to 
mobilise as much as Rs 2,S00 crore by way 
of disinvestment of government equity in 
selected public sector undertakings “in 
favour of mutual funds and financial or 
investment institutions in the public sec¬ 
tor’’. Clearly, to the extent that mutual 
funds contribute to the funding of the 
proposed disinvestment of government 
equity, the Central Budget would be avail¬ 
ing itself fully of the 80CCB contributions 
and the States would be kept totally out 
of the picture. Is that fair? 

NUCLEAR INDUSTRY 

Desperate Measure 

THE Atomic F.nergy Commission’s latest 
proposal to accept spent nuclear fuel from 
ioreign countiies for reprocessing here 
appears to be a somewhat hare-brained 
scheme Its objective apparently is to earn 
foreign exchange and it is part of the 
Indian atomic energy establishment’s bid 
to export Its much touted 'indigenously 
developed’ capabilities in the field. First, 
just how many takers will there be for sudi 
an offer? And second, have the safety and 
security Icatuies been given sutficient 
thought? 

According to the International Atomic 
F.nergy Agency (IAEA), there are some 
325 lesearch icactors in operation almost 
all ol which produce wastes. As of 1989, 
nine countries were operating or building 
reprocessing lacilities lor spent fuel and 
II were scncling o' were planning to send 
their spent fuel tor reprocessing abroad. 
Countiies in Europe or in South America 
are unlikely to be shipping hazardous 
wastes to India, even if, as the AEC chair¬ 
man claims, rcpiocessing is a “manpower 
intensive" operation which “can be done 
mote inexpensively in developing coun- 
tiics"; there are too many other problems 
to cope with. For one thing, there are the 
stringent IAEA guidelines to be followed 
for the transport of such material and for 
ant dier there are the other safeguards 
covering materials like plutonium. This 
means that only countries in Asia or 
Africa are likely to make use of these 
facilities. There were (as of 1989) only 24 
research reactors in south and west Asia 
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China. AEC diainittn hu (rilw 
that India wilt accept spent fud only from 
research reactors and that too only from 
those countries which will accept the 
wastes as well as the plutonium. Given all 
this, how many countries will be able to 
take advantage of the offer? 

There is also the question of environ¬ 
mental safety. What this operation would 
involve is the spent fuel which consists of 
plutonium and other radioactive by¬ 
products being transported to India, the 
plutonium being separated from the 
wutes and the two being transported back 
again to the country of origin. Quite apart 
frinn the risk of plutonium theft, there are 
the risks that such transport on a regular 
basis poses. Only recently a traffic pile up 
in a European country, involving a truck 
carrying radioactive wastes, would have 
resulted in a major tragedy had emergency 
measures not t^n undertaken. Not that 
there is not such hazardous material on 
Indian roads already. According to a re¬ 
cent report 25,000 radioactive packages 
were shipped throughout the country in 
1990. More significantly, there has been 
the bulk transport of spent fuel from the 
vanous reactors in the country to either 
the frombay plant or the one at Tarapur 
and the movement of radioactive wastes 
to theii designated resting places. Ob¬ 
viously the AHC will have to make extra¬ 
ordinary arrangements for the safe handl¬ 
ing and transport of such material both 
within the country and overseas quite 
apart from the tact that it will have to be 
accountable to the IAEA foi the high nsk 
plutonium which it will separate from the 
wastes even if it is to be sent back to the 
country of origin. 

Why should the AEC go to such lengths 
to earn negligible amounts of foicign ex 
change? It would appear that these plans 
have emerged out of a need to cover up 
past mistakes in planning. Clearly the 
AEC has now on its hands far too much 
idle capacity for reprocessing—with the 
third reprocessing plant at Kalpakkam 
nearing completion—which needs to be 
made use of. Hence this desperate 
scheme?. 

LEATHER EXPORTS 

Lailge Potential 

THE leather and leather goods industry 
has achieved impressive growth in exports 
in the Seventh Plan. In fact the export 
growth of the industry has been more im¬ 
pressive than the growth in its production. 
While the value of production increased 
from a baw level of Rs 1,670 crore in 
1984-^5 to Rs 4,000 crore in 1989-90, ex¬ 
port earnings rose from Rs 662 crore to 
Rs 2,030 crore over the same period. Thus 


oent of its esdmated product in 
I984-8S, it exported over SO per cent of 
its production in 1989-90, Thus the leather 
industry has emeiged as a thrust sector for 
exports. More importantly, unlike many 
exporting industries which depend on 
large-scale imports, the import compo¬ 
nent of leather goods exports is only 
about IS per cent. 

Rapid growth in leather exports was 
facilitated by liberalisation of import and 
industrial licensing policies, simpuncation 
of procedures and rationalisation of ex¬ 
port incentives. The decision to discourage 
exports of semi-rinished and finished 
leather and the accent on exports of value 
added leather products also paid rich 
dividends. The result of the fruitful in¬ 
teraction between the government and in¬ 
dustry is not just the rise in export earn¬ 
ings but also a significant change in the 
export product-mix. The share of leather 
products in the total leather exports is now 
65 per cent as against 40 per cent five 
years ago and this'Share is expected to in¬ 
crease substantially m the Eighth Plan. 
Equally significant is the fact that the 
general currency area now accounts for as 
much as 78 per cent ut leather exports and 
only 22 per cent go to rupee currency 
areas. 

The export target for 1990-91 was fixed 
at Rs 2,700 crore, which has been achiev¬ 
ed according to provisional figures. But 
tor the Gulf crisis, the taiget would have 
been surpassed. Going by the tnmd so far, 
the Eighth Plan export target of Rs 3,400 
crore is expected to be achieved in 1991-92 
Itself. The Indian Leather Products 
As.sociahon (ILPA) is formulating a plan 
to increase India’s share in the world 
leather products trade from the present 
level of 3 per cent to at least 5 per cent 
by 1994-95. The wor'd leather trade is ex 
pected to increase from the current level 
of S 35 billion to $ 50 billion by 1994-95. 
Thus the ILPA aims at stepping up India’s 
leather and leather products exports to 
$ 2.5 billion (Rs 6,000 crore) by 1994-95. 

According to the Council for Leather 
Exports, it is possible to raise the coun¬ 
try's leather exports to a level of Rs 10,000 
crore by the year 2000. However, proper 
planning and polity measures would be 
required to achieve this ambitious taiget. 
Special efforts would be required to pro¬ 
mote exports of high value hems such as 
footwear and leather garments. 

Footwear account for more than 50 per 
cent of the global imports of leather pro¬ 
ducts. India exported footwear worth 
Rs 171.43 crore and footwear ramponents 
worth Rs 518.45 crore in 1989-90. By 
1994-95, it is proposed to increase exports 
of footwear from the current level of 16 
million pairs to 45 million pairs. The 


by 1994-95 from 40 million pairs in 
1989-90. The leather garment segment of 
the industry has achieved a spectacular 
growth in expoits. Its export earnings in 
1989-90 amounted to Rs 332.88 crore, an 
increase of 100 pci cent over the previous 
year’s level of Rs 166.15 crore The earn¬ 
ings of this .segment are expected to teach 
a level of Rs 750 crore by 1994-95. 

A major constraint in achies'ing the 
projected export targets is the growing 
shortage of hides and skins. According to 
official sources, the total requirement of 
leather by 1995 is estimated at 1,500 
million square feet for the domestic and 
export markets for leather products. The 
demand-supply gap by then is expected to 
be roughly 200 million sq ft This gap can 
be reduced to some extent through im¬ 
proved recovery of hides and skins. Ac 
cording to one estimate, the country loses 
about Rs 500 crore per annum due to 
non-recovei y of hides and skins. 

Apart from improving the recovery of 
hides and skins, it mav be necessary to im¬ 
port some quantities of leather to meet the 
requirements of exporters of leather pro¬ 
ducts. At the same time efioris mu^t be 
intensified to phase out exports of fuash- 
cd leathei to ensure that bv theena ol the 
cuireni decade the country exports only 
value added leather goods. 

Some other areas which need attention 
are lack of modernisation of tanning 
units, need to upgrade the quality of hides 
and skins by application of PU films and 
PU chemicals and augmenting supplies of 
leather chemicals and other raw materials 
through imports and domestic sources. 
Since units in the small-scale and cottage 
sector account for 85 per cent of the total 
pioduction, they need help from govern¬ 
ment agencies and financial institutions. 

YUGOSLAVIA 

Balkan Crisis 

WITH the ruling Seibian communists 
scarcely in a mood to dilute their obdurate 
chauvinism, that by and large provoked 
the electorates of four of the six Yugoslav 
republics to bring non-communisu govern¬ 
ments to powerr, a Balkan crisis of a kind 
has erupted yet again. Since the new 
governments in Croatia, Slovenia, Bosnia- 
Herzegovina and Macedonia themselves 
represented ethnic assertion against 
Serbian domination, the developments 
since last year’s election seem in retrospect 
to have been proceeding ineluctably 
towards confrontation between the four 
rebel republics and Serbia and its satellites. 
The latest crisis is clearly an outcome of 
this accentuating conflict reaching the 
higher federal institutions and is for that 
Tcason perhaps the more serious, par- 
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not active complieity, is evident in Serbia^ 
move to depart from the formal arrange' 
ment relating to presidency. The Croatian 
State Presidency representative Stipe 
Mesic’s elevation to presidency following 
the expiry of the term of the Serbian 
representative Berisav Jovic has been 
obstructed. The eight-member State 
Presidency, representing each of the six 
republics of Serbia. Croatia, Slovenia, 
Bosnia-Hcrzcgovina, Macedonia and 
Montenegro and the two provinces cur¬ 
rently under Serbian control, Kosvo and 
Vojvodina, has a system of rotating 
presidency with each representative 
holding office for one year at a time. The 
system was devised by marshal Tito to pre¬ 
vent precisely the kind of ethnic problems 
now being faced. 

The reason for the startling Serbian 
move lies not merely in the historical 
Serbo-Croat rivalry, but perhaps to a 
greater degree in the post-eleaion tenden¬ 
cy among the four rebel republics to 
demand a far looser confederation than 
currently obtains, in December last 
Slovenia, the most prospeious of the 
republics, producing 25 per cent of the 
country’s GNP and with a 90 per cent 
Slovenian Catholic population, declared 
its intention, through a plebiscite, to 
secede. Slovenian president Milan Kucan 
has threatened to implement this decision 
by June 26. Likewise Croatia, the second 
largest republic with 75 per cent Croatian 
Catholic and 12 per cent Serb Orthodox 
population, has under the Right-wing 
nationalist presidency of Franjo Tudjman 
organised a referendum and opted out of 
the federation in order to create a far 
looser confederal system. Similarly, 
Bosnia-Herzegovina, with 43 per cent 
Muslim Slavs and 18 per cent Croats, and 
Macedonia, with 68 per cent Orthodox 
Macedonians and 25 per cent ethnic Alba¬ 
nians, though yet to hold referendums, 
have, fearing Serbian designs for ‘Greater 
Serbia’, followed more or less the Croat- 
Slovenian tendency towards greater 
autonomy. 

The army’s interesi in the affair is not 
surprising cither. With a 70 per cent 
Serbian officer corps the army has an in¬ 
terest in perpetuating Serbian domination. 
It had threatened to act independently 
after the State Presidency vetoed its 
demands for sweeping powers to combat 
ethnic violence and for imposition of mar¬ 
tial law in Croatia and following the 
republics’ refusal to heed its call for the 
di.sbandmenl of private anti-Serb militias. 
The State Presidency is the joint C-in-C 
of the army which would have been far 
from comfortable with a Croatian presi¬ 
dent. The obstruction of Stipe Mesic’s 
presidency followed soon after the army 


State Presidency fot|oM«d existing dM- 
sions. The four non-^xtmmunist tepublics 
voted in favour of his candidature while 
Serbia and the provinces of Kosvo and 
Vojvodina opposed it. Serbian satellite 
republic Montenegro abstained. A five- 
three majority is the minimum require¬ 
ment in the State Presidency. 

This move has evoked a sharp response 
from both prime minister Ante Markovic 
and foreign minister Budimir Loncar 
while the four republics have withheld 
their contribution to federal funds in 
violation of tederal laws and added threats 
of total independence. 

What raises fears of army intervention 
is not only the delicate state of inter-ethnic 
relations but the equally peculiar ter¬ 
ritorial distribution of ethnic groups. 
Croatia has a significant Serbian presence. 
In eastern and southern Croatia Serbs 
dominate to the extent of being 80 per 
cent of the population while places like 
Knin have formed anti-Croat Serb 
militias. Bosnia-Herzegovina has 31 per 
cent Serbs with cities like Banja Luka and 
Trebinje being fully Serb dominated. The 
anti-Serb feeling in these two republics has 
led to a kind of loose alliance between 
Muslim Slavs and Croat Catholics. Ad¬ 
ditionally Serbian controlled Kosvo has a 
90 per cent Albanian population which 
could well link up with ethnic Albanians 
in Macedonia. 

Serbian communist leader Slobodan 
Milosevic’s popularity in his republic has 
much to do with his cultivation of Serbian 
chauvinism, using the plank of ‘Greater 
Serbia’. This has also meant that Serbia 
has been providing aid to Serbs in the 
other republics. For instance, Serb 
militants in Croatia have already formed 
their own state in Krajina and merged it 
with Serbia. It is clear that non-resident 
Serbs have given up all pretence of any 
larger Yugoslav identity. And the army 
using the excuse of harassment of the Serb 
minority has begun to make intemperate 
noises about ‘Croatian fascism’. 

What has got the republics on the 
defensive has been the singular absence of 
Western enthusiasm for their project, if 
the Slovenian experience is anything to go 
by. Slovenian foreign minister Dmitri 
Rupel seeking international recognition 
for independent Slovenia admits that only 
two countries—believed to be Austria and 
Greece—have guaranteed recognition, 
while both the European Community and 
the US have actively discouraged Slove¬ 
nian independence. In the light of this and 
fearing army invasion, Slovenia has 
sought to buy its freedom having already 
paid Serbia generous sums of money and 
offered to meet 25 per cent of Yugoslavia’s 
debts. But even this has been of no avail. 


I ^11,11' II iji I lilt iiiiiiiijii 

tWElVtY YEARS AGO 

EPW, May 22, 1971 

One of the many sweeping conclusions 
hastily accepted after the last Lok Sabha 
elections was that the results of the poll 
reflected the political demise of essentially 
regional parties. The fate of the Akali Dal 
in Punjab, tht BKD in UP, the Bangla Con¬ 
gress in ^ngal and so on was held up in 
support of this assertion. To that extent the 
elections were supposed to have reversed the 
trends towards fragmentation of political 
loyalties and support revealed by the 1967 
general elections. There is, however, room 
for argument that what happened in 1967 
was perhaps more typical of what may be 
expected of the political .system in future 
and that it was this year’s election results 
which were in the nature of a freak. In any 
case, there is little ground for reading into 
them a defeat for the regional parlies 
specially; all parties, whether national or 
regional, with the possible exception of the 
CPI(M) m West Bengal, crumpled before 
the onslaught of the Congress(R). Indeed 
It can as well be argued that the elections 
expo.sed (he essentially regional character 
and support-base of supposedly all-India 
parties like Ihe CPI(M) or Jan Sangh. 

II remains to be seen wheihci the ap¬ 
parent coherence and stability imparted to 
the political system by the massive success 
of the CongressfR) in Ihe Iasi elections is 
something more than a nine-days’ wonder. 
But the cia'um.stances in which the elections 
were fought were special enough to preclude 
any long-term conclusions being drawn 
about how far the cultural, linguistic, 
economic and other differences within our 
plural society, which had till the other day 
seemed to so strongly influence ihe political 
system, have been altered, li still seems a 
plausible hypothesis that ihe CongressfRJ 
IS likely to be most effectively challenged 
by local or regional panics; and if it is so 
challenged successfully in one State after 
another, its own all-India character and 
image, which shine so bright today, are 
bound to suffer. 

★ * * 

In sharp concrasi to the hysteria which 
has convulsed our elitist ‘mieliigentsia’ over 
Bangladesh, there has been almost a deafen¬ 
ing silence over the killings, mostly of young 
revolutionaries, in another neighbouring 
country—Ceylon Those reactions that 
there have been are invariably sympathetic 
to the ‘dilemmas' of the United Front 
government of Ceylon. Our government’s 
reaction was indecently hasty. No sooner 
had Sirimavo Bandaranaike asked for 
military aid and armed personnel, than did 
Indira Gandhi oblige. In fact, some reports 
from Ceylon claim that if Indian Air Force 
planes had not landed with our old slocks 
of ammunition for the 303 rifles and Bren 
guns of the Ceylonese army, it is quite possi- 
ule that the widespread and spirited attacks 
of the Janata Vimukti Peraniuna, during 
the first few days after the beginning of the 
insurrection on April S. would have over¬ 
whelmed the forces of the establishment. 
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STATISTICS 


VMiMwn (p er c«it) 


Index Niunben of Wholesale Prices 


Latest 

Over 

Over 

Over 





(IWI-82 » I0(» 

Waght 

Wsek 

Last 

Last 

March 

In 

In 

In 

In 



20-4-91 

Month 

Year 

31, 1991 

90-9r" 

89 90 

88-89 

87-88 

Alt Commodities 

1714 

1924 

07 

iU 

06 

10 2 

75 

82 

58 

Primary Articles 

166.9 

198 3 

12 

16.7 

10 

13 1 

49 

113 

91 

Food Articles 

177 3 

212 5 

06 

16.8 

OS 

119 

99 

90 

102 

Non-food Articles 

1764 

216 5 

24 

21.7 

19 

16 9 

1 7 

216 

It 3 

Fuel, Power, Light and Lubricants 

164 9 

188 6 

— 

13.8 

— 

119 

55 

35 

67 

Manufaciui^ Products 

174 7 

1897 

06 

78 

05 

119 

94 

72 

37 






Variation (per cent) 



Cost of Lisdag Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

in 

In 




Month 

Ybar 

1990 

1989 90 

1988 89 

87 88 

86-87 

Industrial Wirkers 1982 ^ 100 

202' 

1 5 

161 

141 

65 

91 

92 

87 

Urban Non-Manual Employees I984-8S - 100 

165“ 

06 

13 0 

12 2 

69 

63 

90 

79 

Agricultural Labourers July 60 to 

828'^ 

05 

100 

12 5 

32 

n 4 

99 

47 

June 61 100 














Variation jgn cent in brackets) 



Money and Banking 


l,atest 

Over 

~0\a~ 

Over 






Week 

I^sl 

Last 

March 23. 

In 

In 

III 

In 



(19 4 91) 

Month 

Year 

1991 

90 91 

89 90 

88 89 

87 88 

Money Supply (M^) 

Rs crorr 

2,72,601 

s.m 

34,906 

5,900 

34.300 

28,571 

22,027 

22,295 



(2 2) 

(14 7) 

(2 2) 

(14 9) 

(18 1) 

(15 7) 

(18 8) 

Net Bank Credit to Government Sector 

Rs crore 

1.44,437 

6,148 

23,117 

6,148 

21,778 

12,715 

12,811 

12,776 

Bank Credit to Commercial Sector 

Rs crore 

1 73,877 

3 920 

20,917 

3,920 

19,552 

20.531 

12,389 

11,294 

Net Foreign Each Assets of Banking Sector 

Rs crore 

7,020 

997 

645 

997 

1,429 

637 

682 

1,314 

Deposits of Scheduled Commercial Banks 

Rs crore 

1.95,y»9 

4 790 

25,202 

4,790 

24,230 

22,041 

15 321 

17,320 




(2 5) 

(14 8) 

(2 5) 

(14 5) 

(18 7) 

(14 9) 

(20’) 

Foreign Exchange Assets 

Rs crore 

2,826 

-1,172 

2,669 

1,172 

1,710 

830 

508 

604 




( 29 3) 

( 48 6) 

(-29 3) 

( 500) 

( 116) 

( 66) 

(8 6) 

Index Numbera of InduatriiJ 

Weights 

Latest 








Production 


Month 

_ Averages for 


Variation (per cent) 


(1980-81 -- I00| 


(Nov 90) 



In 

In 

In 

III 

In 




1990 91 

1989 90 

1989 90 

1988 89 

IQg’ 88 

1986 87 

1985 86 

General Index 

100 0 

201 9 

2003 

182 8 

8 3 

87 

7 1 

91 

87 

Mining and Quarrvmg 

It t 

1990 

202 8 

199 7 

5 9 

79 

3 8 

62 

42 

Manufacturing 

771 

197 9 

195 6 

175 6 

8 3 

87 

79 

9 3 

9 7 

Electricity 

114 

2321 

230 5 

214 4 

10 7 

95 

77 

10 3 

85 

Basic Industries 

39 4 

NA 

NA 

NA 

NA 

99 

96 

92 

68 

Capital Goods industries 

16 4 

NA 

NA 

NA 

NA 

74 

15 9 

18 2 

10 6 

Intermediate Goods Industries 

20 5 

NA 

NA 

NA 

NA 

1) 5 

4 8 

44 

7 5 

Consumer Goods Indus!'les 

216 

NA 

NA 

NA 

NA 

6 0 

6 S 

t I 

12 5 

Durable Goods 

26 

NA 

NA 

NA 

NA 

22 1 

78 

18 9 

18 ■' 

Non Durable Goods 

210 

NA 

NA 

NA 

NA 

24 

62 

19 

II S 

Foreign Trade 

Unit 

Latest 

C umulatiye lor* 








Month 
(Jan 91) 

1990 91 

1989 90 

1989 90 

1988 89 

1987 88 

1986 87 

1985 86 

bxpoits 

Rs crore 

3,024 

26,236 

22,104 

27,681 

20 302 

15 741 

12 452 

10 895 






(36 3) 

(29 0) 

(26 2) 

(14 3) 

( 7 2) 

Imports 

Rs crore 

4,131 

35,890 

28,955 

35.412 

28 194 

22,399 

20,096 

19,658 






(+ 25 6) 

(t-23 9) 

(II 2) 

a 2) 

(14 7) 

Balance of Thide 

Rs crore 

1,107 

9 654 

6,851 

7,731 

7h92 

6 658 

■'644 

8,763 

Employment F.xehange SlatiMiea 

Unit 

Latest 

( umulati^ve (or*_ 








Month 
Dec 90 

1990 

1989 

1990 

1989 

1988 

1987 

1986 

Number of Applicants on Live Register 
as at end of Pwiod 

Thousand 

34.632 

34,632 

32,776 

34,632 

32,776 

30 050 

30247 

30.131 

Number of Registrations 

Thousand 

tiOO 

6,541 

6,576 

6,541 

6 576 

5 963 

5 465 

5.535 

Number of Vacancies NoliHed 

Thousand 

46 

530 

600 

530 

6(X) 

543 

621 

623 

Number of Placements 

1 housand 

2S 

284 

289 

284 

289 

329 

360 

351 

Income 

Unit 

1989 90 

1988 89 

198' 88 

1986 87 

1985 86 

1984 85 

1983 84 

1982 83 

Gross Domestic Product (current prices) 

Rs crore 

3,92,524 

3 49,105 

2.94,408 

2,60.442 

2 34,159 

2 07 869 

1 85 991 

1,58.851 

Gross Domestic Product (IMO-81 prices) 

Rs ciore 

1.95,237 

1 85 543 

I 70.716 

1,63 924 

1,5 348 

1 <9 966 

1,44 310 

1,33,469 

Per Capita Income (1980-81 prices) 

Rujieev 

2,142 

2,078 

1,910 

1.881 

1 85? 

1 8fM 

1 780 

1.682 


* Hot'cuncnl year upto latest month for whii.h dati are available and for (.orrespondmg [lenod ol last v<.ai 
** Excluding gold and SDRs -f Upto latest month tor whish data <111 available N ^ Nui availabU 
+ + Provisional data @ Quick estimates 

'oies. (I) Superscript numeral denotes month to which figure relates e g supersiript' indicates that ihe tieurc is lor January and so on 
(2) Figures in brackets denote percentage variation over previous ptriod 
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INTEStNAfiONAL AFFAIRS 


Poetry Changes Nothing 

<;pi) 


What appears at first sipht to be an ordinary patriotic poem 
published III the overseas edition of the People’s Daily may end up 
creatiny something of a media storm in China 


SUB I DITORS iiifl a isianl editors arc 
III loi h ud tinu s III (wli it was ones I’eo 
ple*'i Rtpiiblie ol) ( hiiia \S hen il was be 
ing ruled bv Sialmisl' and Maoisis il ail 
made sense (Hrrhaps Vi ho does nol know 
the reptessue meihs'ds and the asnstamly 
invigilating eve ot tho»e (ommunists> 
Now that all ol them an gone and forgot 
ten yon must wonder whs tin editors and 
sub editors laee ans dilfieulis in (Deng’s 
Republii ol) ( hina Well, thes are about 
to I he overseas editon ol the People's 
Daily eairied a poem which it should noi 
have, at least liom the poitit ot view ot 
job-securilv ol a sub editor or two Maybe 
our human rights enthusiasts lould be pul 
on the job ol monitoiing the future and, 
of course, the past ot the editorial stalf 
of the People s Daily Since the edition 
involved is the oseiseas edition, they can 
legitimate!) do so 

I he two reference to the ovetseas 
edition (with dui apologies to our human 
rights enthusiasts) are made on purpose 
ihis IS with a view to dispelling the ini 
pression that the conttoveisial poem has 
been circulated ynihtn ( hina II has not 
been I ventually via Hong Kong and 
coastal ( hina it will reach there But m 
all probability this has nol happened yet 

Not only was the poem earned in the 
overseas edition, the aiiiho'' also happens 
to be studying in the US II the American 
government was as sensitive to the rights 
of the ( hinc'se as it was to those ot the 
Kuwaitis after it was invadid bv Saddam’s 
Iraq, if might well allow the ( hmesc poet 
to settle down in the I )S He might make 
an ideal teacher of poetry and politics 
Anyway, it must be made cleat what kind 
of game he played with the editorial staff 
of the I^ople’y Daily All and sundry will 
play games with you if you are outdated 
After all, this newspaper must be the only 
institution in (. hina which still carries the 
qualifier ‘peoples' That is, six years after 
Gorbachev bei ame the (doubtful) boss of 
the Soviet Union and exhorted everyone 
that “we are in the same boat and should 
row in the same direction’’ Obviously the 
staff at the f*eople's Daily do not think 
so But then they have landed themselves 


in an impossible situation 
Anyway, to return to the poem It is 
printed in the traditional Chinese style 
Vertically and from right to left It makes 
a nice little square Seven venical lines and 
eight characters in each line In translation 
the poem reads 

I he Last Wind stroking the face 
piompts the growth of peaches 
and plums, 

A strung eagle spreads its wings to soar 
to great heights 
A blight moon shines on the sea, and 
I shed my passionate tears, 
I ar away from home, I ascend a height 
to think of my native land 
I am deteimined to dedicate myself to 
the service of my country. 
People nounshmg me weigh hravier than 
10,000 taels ol gold 
1 rise bravely and dash ahead to 
revitalise the country. 
Wait the Divine land for spring is 
everywhere 

It IS easy to see that it is a typical 
example of a patriotic poem It could have 
been written in any country and in kny 
language During the davs of the nationa 
list movement any number of such poems 
were written Savarkar in fact used the 
very words ‘passionate tears’ in one of his 
poems We are told that any number of 
‘new’ historians are increasingly question 
mg the ‘nationalist’ character of our na¬ 
tionalist movement But they probably do 
not question the fact that any number of 
poems, plays and pieces of fiction and 
essays were written during those years So 
what IS so great about this poem’’ And 
why should it create a storm in the ‘inter¬ 
national’ and, therefore, in the Chinese 
newspaper world’ 

I hat It has created a storm in the 


Chinese policy-makeis’ world is clear 
enough The reason for tt is two-fold Zhu 
Haihong (the poet) played a nice little 
game with the editorial establishment of 
the People’s Daily The game becomes 
clear if you started reading from left-hand 
top diagonally to nght hand bottom, from 
line I on the right to the line 7 on the left 
If you read the relevant characters they 
are Lt Peng Xm Pmg Mm Fen In transla¬ 
tion they mean “Li Peng must be removed 
from powei to assuage popular indtg- 
nation’’ 

In short, this is a modern version of 
‘bombard the headquarters’, except that 
It emanates from the sale haven of the 
American paradise and Beijing is no 
Baghdad for Bush and his men to disci¬ 
pline This IS not because the rulers in 
Beijing are (or are not) socialist, but rather 
because China is much too big for the 
Americans to intervene directly There arc 
certain advantages in bigness All our 
secessionists do not realise that they would 
be turning their people into cannon- 
fodder for the Americans if they actually 
succeeded in carving out small little states 
for themselves So there would be some 
media storm over the Chinese poem, but 
It would lead to practically nothing else 

The poem was appropnately entitled 
as Yuan Xiao (‘The Sweet Dumplings’) 
These dumplings are made at the time of 
the lantern festival which usually announ 
ces the arrival ot spring—like Baisakhi in 
North India and Chaitra Pratipada to the 
south of the Vindhyas In short, the poem 
will be a tearful memory of the mother 
land and of those who, whatever their 
number, were killed in the Tiananmen 
Square in June 1989 A sub-editor or two 
will lose their jobs But that’s about all 
Poetry changes nothing Nor does the 
tearful memory of the motherland And 
certainly long-distance strategies of 
political change arc even more futile Gone 
ate the days of Lenin when writing in exile 
was and could become such a force 
Changing the world is out of fashion now 
As we said above, Zhu Haihong can look 
forward to a job in an American Umvei- 
sity and continue writing his diagonal 
poetry—but that’s about all 


Bark Volumra 

Back Volumes of Eronomir and Political Iki^kly from 1975 to 1990 are 
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POLICY FOOTNOTES 


Incoherent Privatisation, 
Indian Style 

D N Ohosh 


Privatisation does not necessarily mean reduction in the role of 
the state; it requires a more effective state; with the poUtiad will 
to aeate conditions for industrial eftidency, productivity and 
technological advance. Any policy thrust that has as its sole 
objective the reduction of the fiscal detidt will, sooner than we 
expect, result in serious market fUlures. 


I 

IN defence of a sweeping privatisation 
law, Czechoslovakia’s finance minister, 
Vaclav Klaus, whom some economic 
journalists describe as his country’s 
Milton Friedman, asserts, “Those who 
reject privatisation and seek a Third Way 
b^ween the market and socialism, should 
realise it leads to the Third World”.' 
Somewhat uncharitable, perhaps, to have 
dragged in the Third World to score a 
debating point, but to win political 
acc-ei't nee for a highly emotive and 
sensitive issue as privatisation is an 
unenviable task for any finance minister. 

What our finance minister has sought 
to do is to strike a middle path between 
the public and private sectors; 20 per cent 
of government equity in selected public 
sector undertakings would he divested in 
favour of mutual tund< and financial oi 
investment institutions in the public 
sector The measure would yield Rs 2,500 
crorc to the exchequer in 1991-92, but, 
equally importantly, the finance minister 
expects that this bioadbasing of equity 
through il'c propos i vlisinvestmcnt 
would imptove i.. rKii'en’ont of the public 
enterprises 'I'hc expectation is based on 
questionable premises 

The First set of implicit piemises. It has 
been taken for granted that divesting of 
equity in the manner proposed would 
bring about a qualitative change in the 
management of the concerned public 
enterpri.se. There is an intrinsic nexus 
between the objective of an enterprise and 
the managerial efficiency of that enter¬ 
prise in harnessing il>- resouices for the 
achievement of that objective. Manage¬ 
ment efficiency in the same enterprise over 
a period of time or comparative efficiency 
of managements in different enterprises 
would lend itself to easy evaluation, if the 
objective were set clearly in terms of 
market costs and profitability. If a public 
enterprise has multiple objectives (such as 
employment maintenance; regional develop¬ 
ment and income distribution) and con¬ 


tinues to be one of the instruments of the 
state for reaching these objectives, apprai¬ 
sal of managements between two time 
periods or between the public and private 
sectors becomes an extremely complex 
and baffling exercise, beset with a host of 
methodological issues. With multiple 
objectives where the focus is lost, both 
public and private enterprises suffer from 
the same limitations. It does not seem that 
the multiple objective character of a 
public enterprise is proposed to be altered; 
and if not, mere inf^usion of private share¬ 
holding in public enterprises would not 
bring about any improvement in manage¬ 
ment if such improvement is to be judged 
against the performance of a similar 
private sector enterprise with clearly 
defined market objectives. 

The second set of fallacies arises from 
the axiomatic belief that private sector 
managers, given their incentives and 
autonomy, exhibit performance better 
than their public sector counterparts. This 
IS a popular belief, not without logic or 
rationale, but certainly not of universal 
applicability. 

hvidence of the connection between 
ownership and efficiency is mixed.' 
Ownership is not always a distinguishing 
reason for the difference in performance. 
It IS not ownership hut inter-connection 
between ownership and competition that 
promotes efficieiicv. Under competition, 
private firms are likely to do bettei, but 
if there is little competition, regulated 
private firms do not perform better than 
public firms and may do worse. The 
incentive to productive efficiency comes 
from the pressure on private firms to 
achieve better to stay in business, in 
ctimpetitive product markets to avert the 
threat of take-over of corporate control 
from the market. If, however, there is little 
competition in the product market, if the 
risk of bankruptcy is slight and if the risk 
of take-over is also minimaf, the pressures 
of the market affect the private sector 
manager no more than his public .sector 


counterpart. Available evidenoe also does 
support the view that effidency of flrmt, 
public as much as private, is improved by 
a competitive environment. 

In tire case of sectors where competitive 
conditions do not exist and are difHcult 
to generate and sustain, change m owner¬ 
ship would not necessarily lead to effict- 
ency in terms of costs and proFitability. 
Given the structure of an industry and tire 
technological compulsion to operate on 
a certain minimum scale too large to allow 
the existence of a number of other 
competing units, it may be unavoidable, 
as a measure of public policy, to regulate 
the operation of these enterprises in such 
monopoly or quasi-monopoly situations. 
The regulatory authority will have to fix 
prices on the basi.s of normative standards 
and function as a proxy for market* 
pressure. Efficiency in this type of indus¬ 
tries is a function of the market structure 
rather than ownership. The market struc¬ 
ture in many developing countries allows 
private enterprises to flourish without due 
regard for costs and proFitability; this is 
unlike the situation in many of the 
developed countries where norms esta 
blished b> the icgulatory bodies act as 
severe dctei rents Assuming thai the 
finance minister had in mind some 
selected public enteiprises with the 
objective., set in terms of costs and 
profitability, it cannot he laid down 
without reservation that privatisation 
would necessarily lead to pioductive and 
allocative efficiency. 

The third set of fallacies I-ook closely 
at the new hybrid corpoiate creature that 
the finance minister proposes to create 
with pait of the divested equity. The 
scheme envisages divestiture* of shares to 
mutual funds and investment and finan¬ 
cial institutions in the public sector. A 
purely levenuc-iaising measure, it will be 
far-fetched to call it a move towards 
privatisation. Clcaily, this would be 
construed as a direct interference with the 
autonomy of the mutual funds in the 
making of then investment decisions for 
maximising returns to investors. Their 
manoeuvrability in the management of 
liinds entrusted h> the investors will be 
affected adversely not by market forces 
but by other considerations. Assuming 
ultimate divestiture at a later stage to the 
public at large, wc would have a new class 
of corporate creatures where 80 per cent 
of equity will be with the government and 
■he remaining 20 per cent with the public 

Would this make any difference to the 
current behavioural pattern ol public 
enterprises’ It does not look possible. The 
public sector charactei of the enterprises 
will continue to remain as n is, since only 
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a wtiior^y part of the govamment hoidii^ 
is being diluted. The control and regula¬ 
tory parameters may remain as they are; 
and if s(\ the divestiture will not malw any 
difference to the management style of the 
public enterprises. It would purely be a 
measure towards reduction of the fiscal 
deficit and with hardly any' impact on 
what is being conceived of as the efHci- 
ency fall-out of the privatisation move. 

Visualise another scenario. In the event 
of the holdings of mutual funds being off¬ 
loaded to the public at large, is that likely 
to make a difference to the enterprises? 
The tradition in India is that the minority 
shareholders in the private sector manage 
the company even though the majority of 
the equity may be with the financial 
institutions. In the Indian corporate 
scenario, we live happily with the concept 
of a private group owning a minority 
share and controlling the company as the 
owner-manager. Any attempt to rationa¬ 
lise this is interpreted as a grave inter¬ 
ference with the rights of the particular 
group of shareholders, even though they 
happen to be in a minority. Can it there¬ 
fore be ruled out that, despite certain 
statutory safeguards, a determined control¬ 
ling group acquires control over some of 
these public enterprises and uses it in a 
manner which is detrimental to the 
ultimate interests of the company or the 
shareholders? In the context of the present 
relationship between business and politics, 
taking the state out in certain sectors, even 
marginally, would open up golden oppor¬ 
tunities for certain classes of the private 
sector to bring in the state in another way 
for guaranteeing benefits which otherwi.se 
would not accrue to them in a competitive 
situation. 

The finance mini.ster’.s statement raises 
more questions'than it answers. We have 
raised these not to argue against privati¬ 
sation as such, but to search for clarity. 
The finance minister has, quite under¬ 
standably, the task of absorbing the shock 
of abandoning the holy cow and at the 
same time sending the distress signal to 
IMF. In this clever politcal game of 
obfuscation, he seems to have perhaps 
succeeded. 


II 

The finance minister's bald statement 
while presenting the budget does not 
provide us with a guide map for privati¬ 
sation. We have raised a trail of unanswered 
questions above and we now need to 
understand in this context the principles 
and problems or priorities for evaluating 
any policy initiatives towards privatisation. 

Privatisation did not emerge as an 
ideology as socialism did. It may be 
viewed as a pragmatic reaction to the 
perceived inefficiencies of most public 
enternrisps The sniin<p« of inpffiripnm 


NOTICE 

It Is hereby notified for the information of the public that The Mafotlai 
Fine Spg. & Mfg. Co. Ltd., proposes to give to the Central Government 
in the Department of Company Affairs, New r>ethi, a notice under sub¬ 
section (1) of section 21 of the Monopolies and Restrlaive Trade Prac¬ 
tices Act, 1969, fur substantial expansion of their undertaking. Brief pa^ 
ticulats of the proposal are as under.- 

1. Name and addres.s of the owner of the undertaking: 

The Mafatlal Fine Spg & Mfg. Co. Ltd. 

Mafdtlal Centre, 7ih Flour, 

Nariman Point. 

B«mbay-4(K) 021. 

2 f.apital structure of the owner organisation as on J1.3.9I: 

Particulars Rs. in lacs. 

Authorised 3,000.00 

Subscribed 1.447.4'4 

3 Ixication of the unit or division to be expanded. 

The Mafatlal Fine Spg & Mfg Co. Ltd . 
i;hit No 2, Ramhhau Bhogalc Marg. 

Bonibay-4(M» 010 

■1 In case the expansion relates to the production, storage, supply, 
distribution, marketing or control of goods/articlcs, indicate. 

(i) Nami-s of goods 

(ii) Liccased Capaciiy/turnover before expansion 
(ill) Fxpansion proposed 

Not applicable. The proposal is for imporiAnstaliation of 8 Nos. Open 
End Spinning Machines consisting of 192 rotors each in replacement 
of exi.sting IS36 Ring Spindles in terms of Press Note No 26 dt. 
12 to. 1989 issued by the Ministry of Industry, New Delhi, permitting 
the replacement of Spindles hy Open F,nd Rotors in the ratio of 1:1. 

5 In ca.se the expansion relates to the provision of any service, state the 
extent of expansion in terms of usual measures such as value, turnover, 
income etc. 

Not Applicable 

6 (,ost of the project. 

Rs 7,50,32,320/- 

7. Scheme of finance, indicating the amounts to be raised from each 
.source. 

Internal Accruals Rs. 18.20,0(M)/- 
Einancial Institutions Rs 7,32,12,320/- 

Any person interested in the matter may make a representation in 
quadruplicate to the Secrcury, Department of Company Affairs, Govern¬ 
ment of India, .Sha.stri Bhavan, New Delhi, within 14 days from the date 
of publication of this notice, intimating his views on the proposal and 
indicating the nature of his interest therein. 

Dated this 24th day of May, 1991. 

For THE MAFATUL FINE SPG. & MFG. CO. LTD. 


Sd/- 

(E.V.S. CHAKRAVARTHY) 
SECRETARY 
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wise from decifkHMiialdng processes 
based on political expediency rather than 
on commercial logic, on investment ded- 
sions dominated by licasury compulsions 
and inherent conflicts of interests with 
government both owning and controlling 
an industry. 

In their privatisation efforts, different 
countries have given priority to different 
objectives: improving economic perfor¬ 
mance of the unit concerned, resolving the 
persistent problem of management and 
control relationships between government 
and industry, raising of resources for 
reduction of fiscal deficits, disciplining the 
power of public sector trade unions, pro¬ 
motion of a kind of popular capitalism 
through wider share ownerships.' The 
multiple objectives may be mutually 
inconsistent, but this in itself cannot be 
construed as a criticism of the policy. By 
and large, any objective which seems 
achievable is seized upon as justification, 
though economic efficiency, which is the 
most important of these objectives, has 
been the most difficult to attain. 

International experience is a pointer 
that the privatisation programme should 
not, to start with, be undertaken on a 
grand scale IjooK at the UK. Us interesting 
experience is instructive in many ways. 
Privaii'.ation did not start in that country 
as a well-designed policy at all. When the 
Conservative government was first elected 
in 1979, it was little more than a gut 
reaction born out of impatience with the 
shortcomings of the nationalised indust¬ 
ries. As the programme got under way and 
met with an unexpectedly enthusiastic 
response from investors, it became, as a 
financial commentator put it, “a policj' 
with almost everything going for it, as if 
by a process of alchemy, the dull metal of 
Britain’s unloved public sector was being 
transformed into pure gold”.^ In Chile, 
the 1975-74 bout of privatisation was 
privatisation hv iiat leading to serious 
jmarket failures. It was corrected in 
1982-83 by a second re-privatisation 
prt^ramme, subsequently fine-tuned in 
two further sectoral privatisation pro¬ 
grammes in the late eighties. In Eastern 
Eirope recently privatisation has failed to 
gain momentum, as earlier anticipated, in 
the absence of property rights, competi¬ 
tive market conditions and lack of a 
sdemific regulatory system and support 
of technology and the market. The lessons 
both for developed and developing 
countries do point to the futility for 
rushing ahead full-scale with a strategy of 
grand design without adequate preparation. 

Selection of the enterprise and the 
specific industrial segment is the heart of 
any policy. Different sectors raise wry 
different issues of economic organisation 
and efficiency, different aspects of public 
pedicy (like national security, regional 


developmefti, control of nionc^ty. etc) 
and a differentiation of policy resironses 
according to the circumstances of the case. 
As discussed above, change in ownership 
cannot guarantee efficiency. What is 
critical is the market structure in which 
an industry operates and the climate of 
compnitive pressures. It is, therefore, 
simplistic to press for divestiture across- 
the-board in all public enterprises. This is 
not to argue against divestiture as a mode 
of privatisation or to ignore its deficit- 
reducing impact; m fact, in the UK the 
move towards privatisation was spurred 
largely by the size of the fiscal deficit. 
What is importani is the selection of 
enterprises in specific industrial and 
market structures wiiere the two objectives 
of economic efficiency and divestiture 
converge. 

The choice of modality. Commonly, 
privatisation has been associated with 
transfer of government-owned industries 
in a way which ensmes that the predomi¬ 
nant share in the ou riership of assets lies 
with the private shareholder. The range’of 
modality may be enlarged to cover trans¬ 
fer of rcspon.sibiliiy of operating any 
activity to the private sector (and inci¬ 
dentally reducing the impact on the 
budget). In this wider perspective, other 
groups of activities readily come to mind; 
services which are currently provided by 
the government at zero or near-zero cost 
(financed by taxation, but which might 
conceivably be sold in the market with or 
without a public subsidies programme); 
an outside private sector contract brought 
in to replace an insider for government 
purchase.s and services and relaxation of 
official restrictions on entry of industry 
into different markets. If we are looking 
towards efficiency, we should be-fiexible 
in the choice of modality. In different 
countries, the variation of modality has 
been freely encouraged to realise the basic 
objective of economic efficiency. 

In the UK, public offering ha.s been the 
most conspicuous method with the govern¬ 
ment retaining special powers conferring 
on it special privileges in the public scaoi. 
This method was adopted in Rolls Royce, 
British Airways, British Petroleum, the 
British Gas Corporation and British 
Telecommunications, to name a few. Royal 
Ordnance was privatised through private 
sale in two phases: in July 1986 to Vickers 
to purchase the Leeds Tank Factory and 
the rest in April 1987 to British Aerospace. 
British Airways Helicopters was sold 
through private sale to a private consor¬ 
tium newspaper group comprising Robert 
Maxwell, Scottish Oaily Record and 
Sunday Mail. Buy-out by employees was 
adopted in Leyland Bus, National Bus and 
National Freight Companies. There are 
cases of merger, notable among which was 
that of British Le>'land with the Rover 
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Groiip. ^tiile the UlC h^ t^ advantt^ie 
of a very developed stock market and a 
financial services sector, it is not always 
so in other countries. Tkke S|)ain. It has 
a small public sector but when the public 
sector deficits went up sharply during the 
seventies from 0.3 per cent of GDP to 5.6 
per cent, the government sold the assets 
to foreign companies, one of the major 
reasons being that the stock market could 
not have absorbed a large stock fluc¬ 
tuation. The experience of Chile is instruc¬ 
tive from the Indian angle; it brings out 
sharply the need for screening potential 
buyers, care and caution needed for large- 
scale divestiture in a limited financial 
market and the risk factor of relying 
heavily on debt as an instrument of 
financing the sale of .shares.* 

A major source of controversy has been 
the extent of shareholding that should be 
divested to the public, and the extent and 
nature of control of management as 
between the representatives of private and 
public shareholders.*’ In the privatisation 
cases which started in the UK from 1979 
onwards, the majority ol equity was trans¬ 
ferred to the public, but the government 
retained a minority holding with consi¬ 
derable power of intervention through the 
instrumentality of what is called the 
■golden clause’. The inteiition is to assign 
to the government certain special rights 
to approve or disallow certain actions 
including liquidation, take-over, issuance 
of certain special shares and limitation on 
control by any particular investor group. 
The government has also taken certain 
special rights to be present at the meetings 
as an observer, requiring written consent 
for the removal of any articles of associ¬ 
ation and for approval of certain special 
appointments. The British pattern is 
virtually true of almost all countries, 
though the nature of control differs. A 
divestiture makes the break from the 
earlier character of public enterprises only 
in the sense that the government tradition 
of continuing with the monopolist contrtd 
function lapses, though no government 
has abdicated full control. 

Regulation after privatisation has been 
invariably a thorny issue. It would not do 
to privatise without a rigid regulatory 
framework. Where markets cannot deter¬ 
mine cosu and profitability, the regulatory 
bodies will have to do sa Experience in 
many of the developing countries is that 
a private sector running public utiUties 
can, with the help of the state and without 
an independent regulatory agency, make 
the whole system more inefficient. In the 
case of monopolies and utilities, parti¬ 
cularly such as gas, water and electricity, 
market forces can, without a regulatory 
intervention, generate dislocation and 
exploitation. In the privatised utilities, 
British Gas, Water and British Ifelecom, 



ulc icBUHiiory wnnoniy is, in nm, sieppinf 
into the shoes of a markM maker;^ other¬ 
wise, these would tend to become self- 
serving organisations. In the case of units 
which are sought to be privatised and 
where competitive conditions are difficult 
to create, as in most of the developing 
countries, it is extremely important, as a 
pre-condition, to set up a strong regulatory 
body which performs the watch-dog func¬ 
tions from the beginning itself. 

Lastly, an essential precondition for the 
success of privatisation is the reform of 
the private sector itself. It has been 
fashionable to talk of the reform of the 
public sectoi, but it is no less important 
to ensure that the private sector behaves 
responsibly. The crucial issues concern 
corporate disclosures and the corporate 
ownership pattern, with large family or 
business houses with entrenched concent¬ 
rations of economic power An extensive 
programme of divestiture, it is not far¬ 
fetched to visualise, could reinforce the 
existing patterns of economic power and 
control. These could frustrate any 
deregulation and competition policy, if 
some of the recent instances are any 
pointers. This is not to argue against 
privatisation but to stress the highly 
critical role of the regulatory and statutory 
agencies to enforce efficiency in the overall 
public interest. We can ignore the risk of 
conversion of public monopoly into 
private monopolies at our own peril. 

Reduction of the fiscal deficit is impor¬ 
tant but the mechanical process of rais¬ 
ing resources for the budget should not 
guide the modalities of a privatisation 
policy. Pnvatisation is not itself a develop¬ 
ment strategy; it has to be ruled ap¬ 
propriately within the framework of a 
development strategy. 

Privatisation doe.s not necessarily mean 
reduction in the role of the state; it re¬ 
quires an effective state, with the political 
will to create conditions for industrial ef¬ 
ficiency, productivity and technology. Any 
policy thrust that has as its sole objective 
the reduction of the fiscal deficil will, 
sooner than wc expect, result m serious 
market failures. 
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MAFATLAL INDUSTRlBS LIMITED 

NOTICE 

It is hereby notified for the information of the public that Mafatlal In¬ 
dustries Ud. pnipo.scs to give the Cemral (iovemment in the Department 
of C.ompany Affairs, New Delhi, a notice under sub-section (1) of section 
21 of the Monopolies and Restrictive fVade Practices Act, 1969, for 
substantial expansion of their undertaking. Brief particulars of the pro¬ 
posal are as under 

1 Name and address of the owner of the undertaking 

Mafatlal Industries Limited, 

Regd Office: Asarwa Road. 

Ahniedabad ^80 OUs 

2 (.apital struaua* of the owner organisation as on ^l--! 91 

Par t iculars Rs in lacs 

Authorised S.OOtl 00 

.Subscribed I5iSO0 

^ Location of the unit or dnision to be expanded 

New' .Shorrock Mills, 

Divn of Mafatlal industries Ltd . 

Kapadwanj Road 

Nadiad SH7 001 (Dist Kheda (lU)arai i 

4 In case the expansion relates to the production, storage supply, 
distribution, marketing or lonirol ot gmids indKate 

(i) Names of goods 

(II) Licensed capaiiij/tununer belore expansion 

( III ) Expansion proposed 

Nut applicable The proposal is for iinport/insiallatioii (> f.Six) Nos 
Open I-.nd Spinning M.idiines in mplatement of existing Ring Spindles 
in the ratio of 1 I in terms of I’ti'ss Note No 26 dt 12 10 l‘>H0 

5 in case the expansion relan-s to ,in> serviie, stale ihi extent of expati 
Sion in terms of usual measures such .is value, turnmer, imome etc 
Not Applicable 

0 <-osi ot the pro)eei 
Rs SSO 2.4 I.acs 

7 .Selieme ot tinanee, indicating the amounts to he raised from each 
.source 

'I'he cost of the pro|eei w'lll he met partly from internal cash aieruaLs 
and partly by wa> of loans from financial institutions 

Any person interested in the matter may make a representation in 
quadruplicate to the Secretary Department of ('.ompany Affairs, (lovcrn- 
ment of India. Shastri Hhavan, New Delhi, within 14 days from the date 
of publication ot this notice, intimating his views on the proposal and 
indicating the nature of his interest therein 

Dated this 24th da) of May. 1991 

For MAFATLAL INDUSTRIES LTD 


Sd/- 

R R PATEL 
SECRIHARY 
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POTOMAC MUSINGS 


(ealousy of Possessions 

)eena Khatkhate 


Tie Indian (from Bharat, that is India) comes to the America of 
Columbus aggressively determined to establish his identity, but as 
<e begins to feel increasingly American bis obsession with his 
ndian identity evaporates and he strives constantly to disidentify 
limself with Indians. 


i FEW centuries ago, Columbus came to 
lie shores of what is known as modern 
America and called its natives ‘Indians’, 
t was sacrilege then, as it is now. How 
ould anyone call the cultureless, ‘tribal’ 
leople, steeped in ritualistic cannibalism, 
ndians? The people of Aryavarta, who 
reated one of the greatest civilisations of 
he world and enriched a philu.sophical 
lomain, deserved better than to be identi- 
ied with the barbaric natives of America 
if some mere four hundred years ago. The 
ndian (from Bharat, that is India) now 
omes to the America of Columbus, 
lesottcdiy trying to establish his identity. 
Vhen he meets an American, he harks 
lack to his Indian prototype and then 
urses himself that the American does not 
lehave like an Indian. He is distant, 
allous, arliticial. synthetic, outwardly 
ileasant but inwardly rude. He visits a 
lepartmeni store, but what troubles him 
s the ‘deafening di.scord’ he hears Irom 
he metronomic beep and stutter of the 
■ash register. That evokes in his mind the 
licture of a “wizened old man back home 
vho gingerly put the weights onto his 
cale, weighed the potatoes, counted the 
rhangc, and talked about his son”. He 
(oes to a bank to open an account and 
eels put off by the bank which identifies 
lim not by his name, but by an alpha- 
luineric symbol. He is disquieted by his 
ilienation, but he wants to remain in a 
iociety where he secs neither his past, nor 
lis present, nor his future; he consoles 
limself that “maybe constant alienation 
s a healthy antidote to the threat to indi¬ 
vidualism in a foreign culture”. 

If the young man who arrives in 
\merica thinks in old ways, the old man 
ivho comes here to settle thinks in ways 
liefitting his ancient traditions, scriptures, 
ind culture. He will see divorces around ^ 
liim, and mope over the decadence of 
American families; he will see young girls 
ind boys dating and curse their sexual 
promiscuity while reminiscing over the vir¬ 
tuousness of his youth. He will look at the 


morning papers for news about India and 
set them a.side as useless. If India does not 
Figure in the news or is given only a little 
space to describe some railway accident 
or a communal riot, he will condemn the 
self-ccntredness ol American journalism. 
Yet when newspapers flash on their front 
pages the riots following the Ratha Yaira, 
or the Kashmir insurgency or the Punjab 
shootings, his blood boils. These cussed 
Americans revel only in showing the worst 
that is happening in India. Why are 
American art critics raving over Peter 
Brook’s Mahabharatl Bhisma is black, 
Kama is black, Gandhari is black. How 
can Aryans as fair a.s the Greeks be black? 
Even our greatest epic is vulgarised by the 
West. They would then conclude that the 
society which they arc ble.ssing not only 
by their visits but also by hankering after 
permanent resident \isas is rotten to the 
core. 

But lime is a healer. The ardour for 
identity evaporates with the efflux of time 
The Indians’ loathing for Americans 
undergoes a radual change. After all, if 
we live in America, what can we do ex¬ 
cept tolerate them. And it you loleiate 
them, then why not choose the best 
amongst them—the white. The blacks, 
they come from the bush; they live in 
slums; they aie drug addicts; they are 
violent; they are not people we should 
break bread with. And relationship wiih 
them by marriage? Never! With white 
Americans, yes, of course. 

As they feel increa.singly American, they 
give up their obsession with an Indian 
identity and strive constantly to disiden 
tify themselves with Indians. You see 
many Indians who, running into other 
' Indians for the first time, will try to 
use every device to identify their caste, 
their language and their possessions. 
Somebody’s last name sounds unfamiliar, 
somewhat unusual. Who could he be? A 
Tamil, an Andhra, a Brahmin? Is he well 
placed? Otherwise he will be a pest; he 
will ask for some favour which I cannot, 


do not want to, bestow. Why should I 
when he does not belong to my caste, does 
not speak my language? Better I preserve 
my powers to do good only to the privileg¬ 
ed few. If Indians are holding important 
positions in international organisations, 
they have to guard themselves from con¬ 
tamination by other Indians. What if they 
were to ask for favours? How would 1 
look in the eyes of the Europeans or the 
Americans, if 1 am seen helping the 
brownies? I have to maintain my image 
as an international civil servant, above 
board in every respect I After all, it is 
wrong to expect a highly placed Indian in 
an international organisation to be a 
Salvation Army man offering succour to 
all and sundry Indians. Noi doing good 
does not mean doing bad is expunged. 
You can be a hatchet man for someone 
above you and damn if the victim is an 
Indian. This loo proves your, non- 
parochialisni So ihe excluded Indians 
almost say to themselves what president 
Havel said when he assumed tlv ;>resi- 
dciit’y: “1 would only add that, m my opi¬ 
nion, the hidden motivation driving all my 
dogged clloiis is precisely this innermost 
feeling ol being excluded, ol belonging 
nowhere, a slate ol disinheritance as it 
wcie, ol fundameiiial non-belonging. The 
real reason 1 am always cieating some¬ 
thing. organising something, is to vin¬ 
dicate rnv pcrinanenily questionable right 
to exist!’ 

Howcvei, ihc malign neglect ol the 
unlucky Icilow Indians suddenly becomes 
benign il perchance he falls on evil days. 
There will he gallons o! crocodile tears 
shed. Some hcl|> may be oficied knowing 
full well ihai ihings have gone beyond 
redemption In social relationships, 
Indians leveat their arithmetical and 
mathematical skilh. It one is prospering, 
they divide his virtues, il one is down and 
out, ihev multiply his vices. 

The Indian society in the US thrives on 
Jealousy caste jealousy, religious 
jealousy, language jealousy, the jealousy 
ol one’s own possessions and the posses¬ 
sions of otheis. ,\s m the case of the 
Pacific Islanders, jealousy of possessions 
is the key to the Indians’ culture. Thus 
their identity is with their old habits, old 
mores, old modes, while they are busy 
disidentifymg themselves from their com¬ 
patriots. They are like philosopher Kant’s 
timber, “.so crooked as that from which 
man is made, nothing entirely straight can 
be carved”. 


Bcpnoiiilc and Political Weekly May 25, 1991 


1317 


REPORTS 


Constraints on Economic Policy 

Price of Profligacy 

B Gopalakrishna Kumar 

While the short-term economic problems may at first sight look 
daunting, they are tractable compared to the longer-term questions 
which will essentially determine the possibilities of development in 
the nineties and beyond. 


AS negoiiaiions with international agen¬ 
cies continue to at range t inancial assis¬ 
tance in helping the country tide over its 
external payments crisis, the government 
appears to be confident that the worst is 
over and that the ignominy of a default 
on loan obligations—which looked a real 
possibility just two months ago—has been 
staved off. Meeting the press' in Van¬ 
couver, the finance secretary was recently 
quoted as saying, “We will continue to 
maintain an impeccable record on debt 
service and on contractual payments!' In 
what must ha\c bc'en music to his ears, the 
Aid-India Consortium at a meeting in 
Washington in the last week of April ap¬ 
parently pledged one billion dollars to 
help India meet its balance of payments 
problem for the next three months. 

On the foieign exchange front, it ap¬ 
pears that the country may be just about 
keeping its head above water. The Reserve 
Bank has recently further tightened the 
screws on domestic industrialists: first, by 
hiking the margin on leiters of credit 
(thereby making it even more difficult to 
raise foreign exchange tor imports); 
second, by augmenung mtcicst charges on 
delayed export realisations and decreeing 
that exporters will get replenishment 
licences only on repatriation of earnings, 
not on shipment as belore. and third, by 
putting piessiirc on banks to restrict the 
gianting of fresh credit to industrialists 
Since a huge amount of money—in the 
region of one billion dollais—is tied up 
in unremitted export proceeding.s, measures 
on this account aie intended to help con¬ 
vert blocked funds into liquid ca.sh. Curbs 
On bank lending, on the other hand, 
sound more like a good old-fashioned 
credit squeeze with the aim of bringing 
down the lescl of economic activity and 
thereby achieving a lower external deficit 
at a reduced level t>f domestic output. 

Despite the grim resolve that is sought 
to be demonstrated through the imposi- 
ion of these measures, there is really no 
lispciling the sense of crisis that seems to 
lave set into the body politic in recent 
nonttis. India's short-term debt is e.sti- 


a 

mated at $ 4 billion. This is a reflection 
of the predilection of previous govern¬ 
ments to maintain growth rates at any co.st 
even if it meant getting into risky short¬ 
term commitments with international 
financiers. Sow that the chicken have 
come home to roost what is urgently need¬ 
ed to ward off a repayment crisis is a large 
medium-term loan to give the country 
some bieathing space. It remains to be 
seen whether this will materialise. 

The short-term macro objectives and 
their underlying constraints can be simply 
stated: they are to ensure that attempts to 
curb the external imbalance and in parti¬ 
cular restrain the growth of imports take 
place in a graduated manner until the 
domestic situation stabilises and the 
second round of loans from Fund sources 
can be mobilised along with further slices 
of commercial loans when and if the 
country’s credit rating improves. There is, 
therefore, a need to prioritise import 
reductions; and heie it must be said that 
across-the-board measures like the RBI’s 
recent restrictions, notwithstanding some 
relief given to ihc diamond indusiiy, do 
not suilicicntlv differentiate between 
es.sential and non-essential production. 
Many small companies which contribute 
substantiallv to export earnings will simp¬ 
ly be unable to find the cash to deposit 
the 200 pel cent margin on letters ol 
credit, fuither, wholesale credit restric¬ 
tions, even on botiowers which secure 
then raw materials entirely from domestic 
sources, are a recipe lor imminent stagfla¬ 
tion. It IS vital, generally speaking, that 
full support continues to be given to ex 
porters, even as the inevitably painful 
squeeze on imports is applied. Otherwise, 
there is the obvious danger that whatever 
is gained on import reductions will be off¬ 
set by shortfalls in export earnings, parti¬ 
cularly 111 sectors where export earnings 
are import dependent. 

BI-VONI) JlJNI- 

Beyond June, a differem script will have 
to be written. A much laqjer loan than 


was made available in the first instalment 
will probably be negotiated' under the 
IMF’s Extended Fund Facility. It is dear— 
whatever the government of the time 
says—that the IMF will impose condi¬ 
tions. The governor of the R«ervc Bank 
has recently disclosed that the country’s 
current account deficit had soared to 3 per 
cent of GDP last year. In' today's terms, 
a deficit of the order of $ 8 billion (or 
Rs 16,000 crore) is not very good news in 
terms of the macro-economic adjustments 
required. If the IMF asks for an adjust¬ 
ment similar to the one agreed upon on 
the last occasion (in 1981) when a large 
loan was negotiated, the deficit will have 
to be brought down to around I per cent 
of GDP. This means that the country will 
have to reduce its current account deficit 
by Rs 12,000 crore in a reasonably short 
time (perhaps three years). Export growth 
by itself cannot bring this about, given the 
situation in the international economy 
and the hardening of protectionist tenden¬ 
cies in many potential markets in the EEC 
and elscwheie. In this context it is doubt¬ 
ful whether even a fuller devaluation of 
the rupee fas opposed to the gradual 
depreciation of its value that has been tak¬ 
ing place in recent years) will add much 
to our export pcriormance. It is also 
unreasonable to think that other inflows 
(such as NRl balances or foreign inflows) 
could in any way loot the bill. It thus 
seems inevitable that in ihc medium term 
u cutback in imports combined with a 
reduction in domesiic abxorption should 
bo on the cards 

One aspect of the crisis on the external 
front has to do with essentially extraneous 
factors, namely, a vastly heightened threat 
perception which keeps defence expen¬ 
diture at unsustainably high levels. The 
RBI governor in fact recently al.so admit¬ 
ted that one of the most immediate 
reasons for the huge trade deficit is the 
volume of defence imports that the coun¬ 
try committed itself to; the problem is 
complicated by the fact that this import 
expenditure has not been properly ac¬ 
counted for. Unless something is done on 
this front, the burden of adjustment will 
fall entirely on other .sectors and theipro- 
cess will be even more painful than it 
ought to be. 

A second equally important aspect of 
the current scene is that it has brought into 
sharp relief an endemic feature of our 
economic system, namely the extent to 
which it is dependent on doles and hand¬ 
outs to various interest groups, the 
cumulative effect qf which is to keep 
government expenditure commitments at 
a very high level, and which ultimately 
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serves to rob poltcy-makers of any alter¬ 
natives that might otherwise have emerged. 

Ibke the mounting bill on subsidies 
alone; The total amount of subsidies in 
1990-91 came to around Rs 10,000 crore 
(taking up roughly 10.S per cent of total 
expenditure), of which the food and fer¬ 
tiliser si^idies took up Rs 2,.^ crore and 
Rs 4,000 crore respectively (with the ex- 
pott subsidy coming to around Rs 2,610 
crore) It is well known that a large com¬ 
ponent of the fertiliser subsidy is regres¬ 
sive in nature and that the beneficiaries 
are on the whole prosperous agriculturists 
who, in addition, are not income-tax 
payers. The food subsidy, though iin 
doubtedly more justitiable, ultimately 
really benefits only urban households (ex¬ 
cept in a lew States like Kerala) whereas 
the maiority of the pooi are in the ruul 
areas In addition the PDS bill has been 
inflated bv large numbers ol bogus ration 
caid holders (It has been estimated that 
a pruning of the lertiliscr subsidy which 
would raise the price of fertilisers bv 20 
to 30 pet cent would entail only a marginal 
increase in the overall cost of production 
Sittiilatly there is scope lor streamlining 
the 0 |)c ration of the food di<>tiibution 
system, and diverting the savings lor e\ 
pandiiig the opciation of food tor work 
jiiograinmes in ruial areas ) In addition 
to these costs, the tax pavti spends crores 
of rupees on hiddrn subsidies foi in 
stance, lit by and larpt iindciwntes the 
huge losses sutiticd b\ state electriciis 
boards Actoidinj losomccMimates once 
.11 this IS taken into account the toial bill 
on accouni oi subsidies will mount to 
Rs 2(),i)0() clou 

Bcsidc' 'Ik subsids climtnt the ixpi’ii 
diturecomniiimciiisol the lovcrninciu in 
cicastd sevcial fold since the scventic 
1 arge public scctoi pay increases wcic 
conceded includin;’ much la'eti illo<.,i 
tioi s l(ir dtlcnct pensions \) nnsi the 
backc'iound ol a deteiioiating law and 
ordci situation, governinent adminisi 
ratue expenditure itself iiicuasod at i 
dramatic latc itgisiciiin'a compound i e 
ol growth ot 2(1 pci cent per annum oxci 
the eighties 

Wi sk Mt t ni‘i II k Liiu iv 

These developments are largely i t 
101 .xf in fiscal trends that became apparent 
in the last two decades 1 he revenue deficit 
widened sharply, and the government m 
creasingly had to borrow, tirst from the 
RBI (detining the so called official level 
of deficit financing) and, sccondlv, and 
more importantly, from the public 1 he 
bulk of the borrowing was tiscxl to finance 
current government consumption expen 
diture including debt servicing As a 
result, whereas the ratio ol Central 
government debt to ODP was 37 1 per 


cent m 1980-81, it shot up to 51.7 per cent 
in 1989-90 In fact, the fiscal year that 
ends on March 31, 1992 will be the last 
in which borrowings will have any surplus 
over debt seivicing (estimated at more 
than Rs 23,000 crore in 1991-92. i e, one- 
fourth larger than that in 1990-91) In 
future, unless there is some unexpected 
improvement in goveinment finances, 
domestic borrowing will fall short of debt 
service requirements 

The increase in expenditure and the 
resort to debt need not have caused such 
severe macro-economic dislocations if ilie 
expenditure had subsiantial multiplier el 
fccts on the economy It is often held that 
government deficits ‘crowd out’ private 
saving, that is, the burden of debt finan 
cing toeether with us sci vicing component 
makes the goveinmcni soak up the axaila 
ble priv ite savmg 'oi i ov* n use, whcicas 
ir (ouU have bet u p< t to moic produc 
live use bs piivatc iial .iduals This kind 
ol thinking pcrnic ited the criticism levell 
ed at the large government deficits in the 
Reagan ycaix i,i the I lulmmaimg m the 
so called (iijinni Rii 'man am,.ndmeiits 
calling tor conslituta lal iiniiis lo deficit 
financing 

Arguments ol this f ind, however melect 
to point out that pnvatc investment ac 
tiviis IS often too weak lo make use ol Ihe 
saving that inclividuals would suppiv and 
ihai in such cases the economy opciaus 
below capacity because there is loo littie 
siicnding iclative to llie asailabk s,ivmg 
In these eircumsian.t goveinment -pen 
ding and even detnii tinaneine lould ab 
soib piivale savin ihil would otheiwise 
not be used There is sunsidcrahle evidence 
lh.it sikIi ciowdiiiL m’ beiwtin publie 
and pMvau eeoii •inn aelivity > ostid in 
the Indian ceonono nil at It.ia the Ijk 

SIXIK 

Several lutois |xmcd in the subsc 
(|ucni pciiou to isvei v this trend I iisl 
public line ,nneni wtiKli had shown subs 
untial LumpleincunMiies with private 
etolionii K'lvilv wt'l iillo I tvilleal 
dovv ntui n in the eighlie Second, the p ii 
le'in ol eeonomie ’lovvth ii the stveillics 
and einfities l('IIovvinB a pciiod ol 
giadual liltine’ ol ctoiirols on privau 
investmeni aeliviiv w is oriented less lo 
manulaeturiin’ iiems and niou ui n ii 
sumci dunbic and s i ice seeloi pio 
duets Ibis meant ih ii ibe proces, <>i in 
dusiiialisation Keanu nioic a id nu'ie iiii 
port depeiideiii iiiiiia'ine the siari of the 
pre’ssiire ein tin exiti ui Irc'ni wiinessed 
looay I iiiaf'y the etUcts of iht farm 
giowth in e'oveinmcni employment noted 
above not only yti nned governmcni 
tinames but also added a large chunk ol 
middle class demand tor consume! dm a 
bles, many ol which were, as we have seen 
largely impuit fuelled 


The difference in the character of 
growth in the two periods thus made it 
more difficult for any of the complemen¬ 
tarities noted above to take effect Rather 
the process of growth simply became debt- 
financed instead ol investment financed 
and gosernment expenditure increasingly 
began to draw on the extent of savings 
available in the economy Adding to the 
shortage of investible resources was the 
progressive failure lo mobilise more 
revenues, and gicatei and greater reliance 
on indirect taxes and instruments like ad¬ 
ministered price hikes -which have an in 
built inflationarv poieniial -as a way of 
gaincting resoua's ^hile ceriam scctois 
of the economy witnessed last growth, 
total employment growth fell oyer Ihe 
seventies and eighties Organised sector 
enipl(i\n>eni which legistertd growth 
rates ol iuok than 5 pei cent pei anitiim 
in the I96()s icll in the tic' i iwo decades 
Klvyctn l9Xt fC ii giev only bv 1 4 pii 
cl III pci annum 

Mxrii Dm iMons 

1 he government is thciclorc in a f,'ian 
dary, from which u cannot escape within 
the cut lent rules ol ihc game (iiv he 
current limitaiions on rt'ouict mobihsa 
lion and dillic.illies in culling expen 
dtlures the stale has lo cel deeper into 
debt III tullil even existing commitmeots, 
like ihc inh.ibitanis of Alitt’s (laidtn ot 
\kild I lowcis It simply ha to keen run 
mug 10 slay in llie same pl.i e \ number 
ol consequences follow tioin this slate of 
atfaiis Inst m the shoit tun by corner 
me so much ol the i\<ul.ibii funds, the 
goxernnkni has been rail ro>idme other 
boiuiweis on lilt c i[iit il m iikcl second 
III try mg to pcisuadc the piiblu to bus its 
p,ipvi he lisc has Ken pushing up Ihc 
I lie ol in'eusi on i ovcrmti'iil sccurilies 
makmi letuins m itlui eeiuits ,tm* 
deposits look less mdles atiraiiiye But 
in the loiigei tem Ihi consequences an 
ihai an imt ' n cd macro ccomiinii 'l’■uc 
ime ill id s ins ot iIu diantcttri lies 
th ti ttuild pumion sii iiiiuhU growth 
and employtiicii' hi, Ken sii intomeUiou 

Bitakiiir oui ot tills hind will call lot 
a number ol iiaid decisions wh.ch will 
have implicdiioiis iniicb beyond the itn 
median 'I cal idjus'incnis ilial lit IMI 
may lal toi It is lust mporianl to sit 
what shoulc. noi he done One option 
which I lutuK goveiniiciit mav lake in 
ordii I mei t a hvpoihdical target redui 
turn in iIk hi i1 ’ct dcticil s to make token 
cuts m lestiiut cxpcndituie heit and theic 
with pci haps a bit more ol the ersalr 
prisaiisaiion involved in disinvestment ol 
seltcuci governmcni equitv holdings in 
public corpoiations, and then take a large 
swing at capital expenditure This would 

ni9 
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have the merit of avoiding a confronta¬ 
tion with any entrenched interest group. 
There were clear indications of this kind 
of thinking in the finance minister’s mini 
budget speech on the occasion of the vote 
on account. But this would be irrespon¬ 
sibility at its wont, not just because it 
would put future development efforts in 
jeopardy (and notably muddy any pros¬ 
pects of finalisation of the Eighth Plan, 
already delayed by a year) but also 
because it would simply postpone the 
hardest decisions as regards government’s 
economic policy. 

The policy changes which are likely to 
have the highest pay-offs are in the area 
of government expenditure and its reorien¬ 
tation into more productive areas, a cutting 
down of inessential imports (including the 


A SURVEY was carried out under the 
auspices of the Institute of Social Sciences, 
New Delhi, to understand the social 
background of the newly elected district 
council members in Kerala. The Kerala 
district council election, held in January, 
attracted national attention because of 
three important reasons; 

(i) This was the first election after vesting 
the district councils with enormous 
powers (about 150 subjects have been 
transferred from the Stale to the districts), 
which will make Kerala a federation of 
districts, a unique feature in the panch- 
ayati raj system in the country. 

(ii) National and international issues like 
the Gulf War, the Mandir-Masjid dispute, 
reservation foi backward castes, etc. vvere 
the determining factors in this election to 
the local bodies, more than local issues. 

(iii) The Congress(l) could not gain con¬ 
trol of even a single district and, contrary 
to the usual clectoial experience, the rul¬ 
ing L.DF gamed absoiute majority in 12 
out of the 14 districts. In one district there 
was a lie between LDF and UDF and the 
other, Malappuram, went to UDF because 
of the Muslim league. 

The main aim of the study was to know 
the kind of leadership emerging at the 
local level in the State Ixical sclf-govern- 
mctll—at the district and below—is, no 
doubt, the nursery foi a healthy and 


large and unscruUniied defence compo¬ 
nent already aUuded to) and mudi greater 
attempts at harnessing resources so that 
they can be redeployed to revive falling 
employment growth. In the longer term, 
much mote concerted efforts at improving 
the country’s abysmal record in granting 
basic literacy to its citizens will also be 
needed if the productivity gains of better 
human resource endowments are ultimate¬ 
ly to be reaped here as they already have 
been in South Korea and other south-east 
Asian success stories. 

In sum, while the short-term problems 
may at first sight look daunting, they are 
tractable compared to the longer-term 
questions which will essentially determine 
the possibilities of development in the 
nineties and beyond. 


vibrant democracy and therefore such a 
study was considered significant when 
there is serious thinking on amending the 
Constitution to give panchayati raj the 
prime place in our polity. 

The Kerala district councils have 474 
seats. Out of that two members had ex¬ 
pired when the survey was conducted and 
thus the effective strength was 472. Out 
of 472 members, 363 (77 per cent) res¬ 
ponded from ail over the State. All 
members from the districts of Wayanad 
and Alieppey responded. In Trivandrum 
di.strict, out of 40, 39 responded and in 
Palhanamthitta district, 22 out of 23 
responded. While the response was 75 per 
cent and above from Quilon, Kottayam, 
F.,rnakulam, Trichur, Palghat, Malap¬ 
puram and Cannanore districts, the lowest 
response came from the districts of idukki 
and Kasargodu. The data were collected 
through interviews with questionnaires. 

The result of the survey reveals many 
interesting dimensions of Kerala’s socio¬ 
political and economic set-up and emerg¬ 
ing characteristics of the political 
leadership. 

(1) Out of the 363 members interviewed, 
125 were women and 238 men. That is to 
say, women members were about 35 per 
cent of the total elected members, which 
IS well above the 30 per cent reservation 
for women propos^ in the national 


i«gisiation. This means alvse mimber of' 
women fought non-reserved constituen¬ 
cies against men and won. 

(2) Only 14 per cent of the members are 
unmarried. 

(3) The religious composition of. the 
members is almost proportionate to the 
population pattern existing in the State. 
Hindu members are S7 per cent (percent' 
tage of Hindus in Kerala S8.1S), Christians 
23 per cent (the State has 20.36 Christians) 
and Muslims 17 per cent (Kerala’s Muslim 
population is 21.25 per cent). The drop in 
percentage of Muslim members could be 
attributed to the low response we got from 
certain districts where Muslims are in a 
majority. Moreover, eight members had 
not specified their religion. 

(4) 17 per cent of the members belong 
to Scheduled Castes and Scheduled IKbes. 
This is much higher than the State’s 
SC/ST population. Percentage of SCs in 
the Slate is 10.02 and that of SIk 1.02 only. 
Members belonging to the Other Back¬ 
ward Castes (OBCs) are 31 per cent. 
About 16 per cent members have refused 
to identify their caste, saying they do not 
believe in caste. Interestingly, all of them 
belong to the Communist Party (Marxists). 

(5) Kerala has a preference for younger 
leadership. 26 per cent of the members 
belong to the age group (21-35 years); 50 
per cent belong to the age group (3^50 
years). Thus, 76 per cent of the members 
are below 50 yeans. Those who are 65 and 
above constitute only 2 per cent. 

(6) The Stale is well known for its rural- 
urban continuum. 79 per cent of the 
members are from villages and only 21 per 
cent live in town areas. In a way, these 
towns in Kerala are also extensions of 
villages. According to official statistics 
Kerala’s rural population is 81.26 per cent 


TABLr I: Aor. Dm ribution of Elected 
Members oi Kerm.a District Councils 


Age Group 

Total Number 

Percentage 

21-35 

94 

25.89 

36-50 

183 

50.41 

51-65 

77 

21.21 

65 + 

6 

1.65 

Not ascertained 

3 

0.83 

Total 

363 

100.00 


T able 2: Educational Level of the Elected 
Members of Kerala District Councils 


Educational Level 

Total 

Number 

Percentage 

Up to primary 

24 

6j61 

Higher secondary 

184 

50.69 

Graduate 

100 

27,54 

Post-graduate 

48 

13 J2 

Other than above 

3 

0.83 

Not ascertained 

4 

1.1 

Total 

363 

100.00 


Social Background of Kerala 
District Council Members 

Geot|t** Mathew 

A study of the social background of the newly-elected members of 
the district councils in Kerala brings out many interesting aspects 
of Kerala’s socio-political and economic set-up and some 
characteristics of the emerging political leadership. 
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and urban 18.74 per cetR. 

(7) 71 per cent of the members have 
asseu like huid, livestock, tractor, pump 


Tables OCCUMTIONALBACKCmOUNDOtTHE 
Elecud Members oi- Kerala 
District Councils 


Occupations 

Total 

Number 

Percentage 

Agriculture 

35 

964 

Business 

17 

468 

Craftsman 

1 

027 

Homework 

19 

5 23 

Petty trader 

Service in informal 

— 

— 

sector 

Service in formal 

7 

193 

sector 

5 

1 38 

Pnmary school teacher 
Secondary school 

25 

6 89 

teacher 

17 

468 

College teacher 

16 

440 

Contractor 

1 

0 27 

Full-time party work 

163 

44 90 

Professional 

21 

5 79 

Any other 

9 

248 

Not specified 

27 

744 

Total 

363 

100 00 


Table 4 Professional Background of the 
Elected Members of Kfrai a 
District Councus 


Profc ions 

Toul 

Number 

Perceniage 

No professional 
qualification 

99 

27 27 

Law 

45 

1240 

Engineering degree/ 
diploma 

10 

27' 

BEd/M Ed 

24 

6 61 

Medicine (allopathy) 

- 

- 

Medicine (homoeopat 
hy) 

2 

0 55 

Medicine (ayurveda) 

2 

0 5S 

Any other 

23 

634 

NiM ascertained 

158 

43 53 

Ibtal 

363 

10000 


1 ABi f 5 Newspaper Kiading Habits oi 


11 ectld Members or Klrala 
District Count ns 


Number 
of membets 

Percentage 

No qf newspapers read 


One 

10 

2 75 

TWO 

41 

11 29 

More than two 

300 

82 64 

Not ascertained 

12 

3 30 

Tbtal 

363 

10000 

Languor of Newspapers read 


English only 

2 

0 55 

Malayalam only 
Both English and 

157 

43 25 

Malayalam 

174 

47 93 

Aiw other 

5 

138 

Not ascertained 

25 

6 84 

Total 

363 

10000 


sets, commercial vehicles, etc S per cent 
say they have no assets. Coming sped- 
Hcally to the ownership of land, 60 per 
cent of the members own land and 13 per 
cent are landless It needs to be mention¬ 
ed, however, that 5 per cent women 
members have indicated that they do not 
own any land, the land could be in their 
husband’s name Therefore, the percen¬ 
tage of landless could be less than what 
IS indicated above 

Interestingly enough, a large number of 
members (up to 27 per cent) hesitated to 
indicate whether they own assets or not 
This again could be attributed to the fac¬ 
tors mentioned above 

(8) Needless to say, given the unique 
characteristics of Kerala, all the members 
are literate 51 per cent has completed 
higher secondary, 28 per cent are gradu¬ 
ates, and 13 per cent are post-graduates 
Those who have studied up to pnmarv 
school only form just 7 per cent 

(9) Regarding then occupational back¬ 
ground, 45 per cent stated they were full¬ 
time party workers 10 per cent are agn 
culturists and S per cent are in business 
While 7 per cent are piimary school 
teachers, 5 per cent are secondary school 
teachers and an equal percentage are col 
lege teachers It is interesting to note that 
in the entire sample there is only one 
member who is a contractor 

(10) About 13 per lent of the members 
arc in law bv profession, 3 per cent in 
engineering and about 2 per cent practise 
homoeopathv/ayurveda 7 per cent base 
B Ed and M bd degrees Interestingly 
enough, no doctor (allopathy) is a member 
of anv district council 

(11) The print media’s plai e in Kerala s 
social and political life is well known 
Therefore it was not surprising when all 
members rightiv claimed that they read 
newspapers 83 per cent read more than 
two newspapers, 11 per cent read two news 
papers and 3 per cent read one newspaiier 
a dav 48 per cent lead Malayalam as well 
as English newspapeis It mav be noiid 
here that although Kerala is a small State 
It has in Malavalam language alone 114 
dailies, 121 weeklies 103 forinightlics and 
527 monthlies 

(12) 1 rom the studs welindtti,it 19 per 
cent ol the members elected aic from 
families having a poliiiial a.iil pu’Mic life 
tradition 18 per cent indicated that ihcir 
fathers were in polnics and more than I 
per cent have indicated that then mothers 
were active m piihliv htc 7 per cent 
indicated that othc members ot ilieir 
families were in politics and publis lik 32 
per cent are from families entering public 
life or politics for the first time Among 


Tabi* 6 iNvoLVEMCwr IN Poi rlw the 
Previous Generation of Family Members of 
E l ected Members of Kerala 
District Councils 


Number 

PercenUge 

Father 

64 

1763 

Mother 

5 

138 

Any other member 

24 

661 

Mote than one member 

17 

468 

No involvement 

118 

32 50 

Not ascertained 

135 

3719 

Total 

363 

10000 


Tabie? Invoivfmfnt in Politics Present 
Generation or Famiiy Members of Elected 
Members or Kerala District Counciui 


Number 

Percentage 

Brother 

67 

J846 

Sister 

5 

1 38 

Husband wife etc 

40 

1102 

More than one member 

32 

8 82 

No involvement 

102 

2810 

Noi ascerumed 

ir 

32 23 

Toul 

363 

100 00 


them 20 per cent have their sisters/brothers 
in politics or public life while 11 cent 
have indicated that their husbands s ives 
were already in politics or public hie 

(13) 10 per cent of the elected membets 
have lived and worked outside India 
Among these. 32 per cent had lived and 
worked in Cmlf and the leniaiiung in other 
countries 

( ONCllJSKIN 

This survey shows that the members 
elected to the district council are educated 
and are exposed to issues and develop 
menis ouiside their State Their reading 
habits and interaction with people outside 
the Stale and the couritrv have a signifi 
cam beating on then [lerception of cis.c 
hie and political understanding Thai is 
the main leasim why broadi r issues ol na 
lional and imernaiion il miportaiuc aftect 
the kcnii tkcloriic i tp m local bodies 
elections 

Scculai ideals have made deep inroads 
into Kciali socicu loicxamolc a 37 year 
old.womaii itsponiKni fioni Mai ibu has 
said thai she hid cthicatiiin up to tenth 
clas (secondary schoiili she icads more 
than two newspapers a div she is a 
member ol ihc hoaiel ol the PisiricI ( o 
opeidtivt Bank md eo operalivi s H.icty 
She re I used to inel^ ih< caste lo which 
she was born 

|i ini FI ite'ul III Cm IS i kiiin ii anil \rehana 
(iho h o* thi li stiluic eil SikiiI Sei'ncts end 
H N Silly'! >1 iht lawihiilal Nchiu llnivcisi 
n 1 ir ihiii issistanee in llie nitpirilionof this 
note I 
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flealth Damage due to Bhopal 
Gas Disaster 

Review of Medical Research 

Rajh iMtchan 

The findings of the various studies undertaken by the Indian 
Council of Medical Research in Bhopal are beginning to produce 
medical evidence of the enormity of the Bhopal Gas Disaster. 


CONSIDFRING the ciioiniity of the 
health damage caused due to the Bhopal 
disaster the scientific inforniation avail 
able on the health status of the vitiinis of 
the disaster is far from adequate Lack of 
scientific tnfurmalion has led to an 
underestimation of the damage caused b> 
Union C arbide Coipoiation It has also 
impeded the emergence of a proper line 
of medical treatment for the gas victims 
Most of the large scale attempts to 
generate information have been earned 
out through studies conducted bv the 
Indian Council ot Medical Reseauh 
(1C MR) It IS indeed unfortunate that even 
this mformaiion and the implications thev 
cair> have not been made available out 
side a limited ciiclc This note is ptimaiilv 
an attempt toviards dissemination of the 
information generated bv 1C MR 
After the gas disastci the 1C MR initia 
ted studies on the cftcit of the gases that 
leaked on ihe night of Deicmbci 2 11984 
from the Union C arbidc pcsiiudc factory 
in all, 1C MR look up 27 pioic^ts lliat were 
directed mainl> towa-^ds the study of the 
effects of the gases on the respiiatory, 
reproductive, gastro intestinal, occulai 
systems of the affected people A few 
studies weic earned out on the impact of 
the gases cm children of various age 
groups The sample pcspulaiioiis for the 
studies were taken from among the gas 
exposed people and tor comparison a 
sample population from the non gas ex 
posed areas (control aica) were made part 
of the studs I he data loi the studies vvcie 
collected both Irom hospital and through 
visits to the communiiv Ihe 1C MR has 
established a special centre toi causing 
out the studies known as the Bhopal Cias 
Disaster RcscacI C ciitic(Blir)RC ) which 
has earned out the onlv extensive medical 
studies in the aftermath of the Bhopal 
disaster Ihe findings of the ongoing 
studies aic leported in the annual reports 
publishtxJ bv lilt centre which are the data 
sources toi this aiticic In places findings 
of sample studies have been projected to 
cover the estimated gas affected popula 
tion so as to arrive at an overall a%sess 
ment Along with the estimation of health 
damage caused by the Bhopal disaster we 


also consider the health care costs that 
would need to be borne to deal with the 
large scale and serious damage It is 
understood that such health can will have 
to be provided to the gas affected popula 
non at least foi the next 20 year*- (iiven 
that the suit for damage pressed bv the 
Indian government on behalf of the gas 
victims against Union Carbide is yd to be 
decided all medical findings and analvsis 
based thereon have legal implicai oiis' 

Though a number of studies hast bccii 
carried out only those studies aic cop 
sidered heie in w hich the health effci ts in 
the sludv area are found to be signilicJiii 
Iv highei than those found in thccontiol 
area Health effects of the toxic gases and 
the costs of health cart lor indivichi.tl 
health problems have bexm discussed w ith 
refeieiice to these chosen studies 

Accoiding to the ‘long ferm 
I pideniiological Study on ibt Health 
I fleets of loxic Uas Exposuie’ (principal 
investigator, M P Dwivcdi, director 
Bhopal Cias Disaster Keseatch Centic) the 
total estimated exposed population in 
t9S4 was s,2i 262 Of this population 
32,477 wcie ir severely exposed aica, 
71,917 in modeiatelv exposed ana and 
4,16,869 in niildlv exposed area A popula 
lion of 80,021 (20 3 pet cent) of the total 
was coveted bv the ICMR studv The divi 
Sion of the entire gas affected ana into 
mild moderate and severe areas has been 
done on the basis of exposure related 
inortaliiv rates in the immediate aftermath 
of the disaster 

According to this studv the dboiiion 
rate wa' 7 61 per cent in 1990 in tl c at 
fected atea while in control area the latc 
Wdi 3 per cent Ihe abortion rate is 
decreasing in the gi tffecicd ana 
gradually It came down < 63 pet cen 

in 1990 Irom 8 22 pet ecu' in 1989 At ihis 
rate .t will take about nine vears to attain 
the control irea i tie During these nine 
years 3,368 abortions would be due to gas 
exposure An estimated Rs 1,000 is ic 
quircd lor health can in the case of abor 
tion which means Rs 3 36 million will be 
required lor health care of the gas-affected 
women who have undergone abortions 

Tne people who have gas exposure 


symptoms at the end of six years ate^ 
obviously, *pennanently' rather than just 
‘temporarily’ injured. The symptomatic 
population among all gas victims is 30.S2 
per cent and is increasing year after year 
as the injury has affected their body 
system* 'rreparably In the control area the 
symptomatic population is only 18 94 per 
cent 1 his means that 60,632 additional 
people are suffeiing from gas exposure 
over and above the control area figures. 
I or the (are and cure of this general mor¬ 
bidity at least Rs 10 per person would be 
required Although the number of people 
suffering from general morbidity is in¬ 
creasing in the ga, hit areas, for the sake 
of simplicitv if we take this number to be 
sutionaiy then 'he money required only 
tor the medicate of this morbid popula¬ 
tion would be lor Rs 1 43 billion (Table I) 

1 l NC, InVOIM MINI 

Various studies have established the 
sc*veiit\ (il effect on lungs due to exposure 
lo toxic gases in Bhopal Accioding to this 
studv (principal investigator N P Mishra) 
9h 4 pci tciii ol the gas c iposed popula 
tio'i wj found to be having exertional 
dyspnoea and it was found to be progres 
sivc III sonic cases Rccuiicni icspiiatory 
iiiicciions (■’3 4 |)ii cent) chest pain 
(4? pel ciiii) icniii pains and easy 
I ili^uc.ihili'y arc the othci common 
svinploins 

\bcuii 24 pci cent ol the gas affected 
popiilaticni have Reactive \iiw.iv Dys 
fuiiclioiiS ndionii (K\DS) in whic h the 
paticiii had paioxvs'ii il attacks ol breath 
Icssncss followiny loxi j. is inhalation in 


I Mil I I (a SI CM XtoKHIIIIIV iKINl) 
(S'MIIOMMI ) 


1 line I’ti lod 


r ( ciil Morbid 



Population 



Aflecicd 

C ontrol 



Area 

Atea 

Mav 4 10 Nov 3 I9S7 

IS 26 

4 24 

Nov t 1987 lo May 1988 

IS 69 

8 03 

May 4 lo Nesv 3 1988 
Nov 20 1988 lo Mav 

IMS 

5S5 

29 1989 


23 01 

17 26 

Mav 30 lo Nov 21 



19X9 


26 14 

18 SO 

Nov 22 89 lo Maiih 



31 1990 


30 S2 

18 94 

1 Mil 1 ■* 

Ml MAI 

Hi M rn Status 


(/Vr (000 Population) 


Seveiciv 

Mildly 

Control 


Aflceted 

Allected 

Area 


Area 

Area 


Anxiety state 
Neurotic 

30 2 

2091 

5 71 

depression 

15 10 

17 23 

799 

Others 

2 03 

2 21 

114 

Total 

4813 

777 

14 84 
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Take 3: OKWTH FAIume m CMILDKEN BOItN 
TO OaS'Bxposbd Women 


Age of Children 
(Months) 

Riiluie Rate 
in Affected 
Population 
(per cent) 

Piilure Rate 
in Control 
Population 
(per cent) 

12 

1147 

10.36 

18 

13.03 

16 26 

24 

1292 

10 57 

30 

8 78 

4 81 

36 

13.25 

7 25 

42 

15 43 

13 02 


the control population such symptoms 
were presented b> 2 per cent of the 
population. Research studies have shown 
that RADS could persist for several years 
after the injury It is also likely that a 
number of persons with RADS will turn 
into cases of asthma and the disease 
would become incurable. Symptomatic 
treatment with regular use of ‘bron- 
chodilators is the only course of treatment 
for such patients ft is safe to assume that 
there are at least 1,14,677 persons whose 
symptoms can be related to inhalation of 
toxic gases Considering that treatment of 
paroxysmal attacks will cost an estimated 
Rs 1000 per person per year for the next 
20 years the total cost of health care of 
persons presenting RADS will be Rs 2 3 
billion 

Detailed lung* function tests reveal that 
11 4 per cent of the gas victims have 
Chronic Obsiiuctivc Airway Disease 
(COAD) as against onlv 4 per cent in the 
control population The national average 
for this disease is only 1 7 to 2 2 per cent 
A significantly high number of victims 
(even young non smokcis) have developed 
COAD as a result of toxic injury to the 
airways That means 38,573 persons ate 
suffering with COAD above the control 
area figures COAD is a progressive and 
deteiiorating disease Tor us medical treat¬ 
ment at least Rs 1,000 will be leguired per 
yeai per person lor the next 20 years on 
average Thai means Rs 77 1 million will 
be required (lable 3) 

The studs of small airwa> funilion 
among the gas alfected population rc<veal 
ed that almost all the patients (97 5 per 
cent) had evidence of small airway 
obstruction in the course of the stud> 
nsk parameters were identified lor positive 
identification of small airway obsttuction 
and It was found that 60 7 pei cent of the 
affected population showcHf the involve¬ 
ment of three or more parameters In con¬ 
trast, 74 per cent of the control cases had 
either no involvement or onl> one 
parameter involvement Such findings 
have led the researchers to suggest that 
small'airway obstruction be taken as a 
marker for the diagnosis of io\ic gas 
induced lung disease. 


The costs of health cate for the 3,08,230 
(97.5 per cent) victims suffering from 
small airway obstruction for the next 20 
years at the rate ol Rs 1000 per year per 

person amounts to Rs 10 billion. 

Other Health Problems 

In the house-to-house survey under¬ 
taken between September 1988 and 
August 1989 by the ICMR, it was found 
that anxiety neurosis and neurotic depres¬ 
sion were the most common psychiatnc 
problems among the gas-affected people 
(principal investigator B B Sethi). The 
study conducted in 1990 indicates that 
48.13 in 1,000 persons in severely affected 
and 47 77 in 1,000 persons in mildly af¬ 
fected areas were suffering from these 
mental illnesses as compared to 14.84 per 
1,000 persons in the control area By tak¬ 
ing into account figures from previous 
studies It IS possible to conclude that while 
the inindence of psvchiatnc illness remains 
more or less stationary in the control area. 
14-15 per thousand, it has been increas¬ 
ing in the gas-affected area While this 
inadence was 40 per thousand in 1988 and 
42 per thousand in 1989 it has gone upto 
47 per thousand in 1990 Even without 
taking into account this rise, the number 
of persons whose mental health impair¬ 
ment can be attributable to toxic gas 
exposures is 1,72,590 Assuming treatment 
costs foi psychiatnc illness to be Rs i,0(X! 
per person per year the total cost ot 
mental health care tor 20 years comes to 
Rs 3 45 billion (Table 2) 

In one study (pimcipal investigator 
N R Bhandan) the growth ol children 
born to gas-exposed women was mom 
tored considering different parametcis It 
has been found that the failure-to-grow 
rate is significant attei tiic age of IS 
months (8 78 at the age of 30 months) 
Children born to gas-exposed women also 
exhibit a signiftcanlv highei delay in gioss 
motor (control ol voluntary boos nn t 
menis) and language scx.ioi develo, iiicni 


At tne age ot 36 montns #,B3 per unt 
children show delay in gross motor 
development and 6.S9 per cent show defi- 
aent development in li^uagc sector The 
arcumfeience of the head of both male 
and female children was found to be 
significantly higher in the affected area 
than in the coirol area It was also found 
that the chest circumfeicnce for female 
children was significantly lower compared 
to the contiol population 
The birth rate in the aliecled area is 
29 43 per 1000 population That is, in the 
next 20 years 3,(16,800 children will be 
born With the above maintained failure 
rates 12,180 more children will show delay 
in growth, 6,656 children will show delay 
in gross motor sector. 11,720 children will 
show delay in language sectoi develop 
ment in the next 20 years in the affect^ 
area over those ui the control area AT 
these children will require special atten¬ 
tion to aid growth It Rs l.fioo per child 
were to be assumed to be required for the 
special care of these vhildrcn, then R* 
30.^5 million will be required (Table 3) 
It needs to be mentioned that the childrer 
covered by tins study were born mucT 
aftci the gas exposure to then mothers. 
Abnoiinaiittcs lound amorv sucT 
children therelore, indicate systemic 
damagi caused bv the toxic gases 
The health staus of children ot age 
group 6 to 15 \cars was studied (prinapai 
invesiigatoi N K Bhandan) and was found 
to be similar to that of the adult popula¬ 
tion III terms ol ilie natuic of ailments 
5*1 % per cent ol the child population in 
the alle..ted area had breathlessness while 
the loiiespcmdiiig data lor the control 
atea wav onls I 6 pei cent C ouyh was 
leporttd hv 61 21 per cent ol ihc alfected 
children as compared to only 214 per amt 
ol children ip coniiol area t best pain wa< 
icpoiieJ bs I pci ctiii cluldicp in iheccn 
tiol area while P 4 per icnt complained 
ot chec pain m the aliecled area As many 
as 6 6^ pci icn' o' alfected children were 
hospitalised bC'cccn Mas 1989 and Match 
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in the control area in the same period. 

An estimated gas-affected population 
of 5,00,000 will require some kind of 
health care or other for the next 20 year^. 

The total cost of such health care 
comes to $ 1.14 billion. It needs to be 
mentioned that the total compcsation 
claimed by the Indian government is S 3.3 
billion and the compensation amount 
calculated by the Citizens Commission on 
Bhopal, a US-based coalition of SO social 
and environmental organisations, was 4.1 
billion dollars. The health care co.st$ 
arrived at in the pre.sent note, therefore, 
are quite in accordance with the foremen- 
tioned amounts of total compensation. 

Notes 

I VJt are aware that the computations of health 
care costs presented here also have legal im¬ 
plications and we hope that these computa¬ 
tions can help the court in quantifying the 
liability of Union Carbide once such liability 
IS established It needs to be made clear. 

Wastes Not Wanted 

Satyairan Sarkar 


AT a recent workshop in New Delhi, 
representatives ol WHO and the Central 
F’olluiioii Control Board once again ex¬ 
pressed concern about the extent of river 
water pollution in India. The Yamuna, for 
imslance, is highly polluted because of 
:hc dumping o( industrial wastes from 
50,00<)-70,(XK) small-.scalc industrial units 
?pciating in India's capital. In Bihar the 
ion river has the highest fish monality rate 
jmongsi ail rivers and its once thriving 
:arp fishery has been wiped out by 
iischaigcs from papei, chemical, cement 
ind sugai taciorics. The indiscriminate 
lumping of lethal cyanide wastes in 
Ezhilnagar canal fiom electroplating 
operations has caused buffalo deaths in 
viadras. The control of toxic wastes is a 
.mall focus on the large canvas of en- 
oronmcntal pollution control measures, 
yui it merits special and urgent attention. 

In the manufacture ol some industrial 
md-products, highly toxic by-products are 
'eleased and arc difficult to neutralise. 
There are also some chemicals which serve 
jseful purposes but have to be safely 
hsposed of once they have been so used. 
The pesticide industry, manufacturing 
.ynlheiic oiganochlorine and organo- 
rhosphates, etc, is an example of this. 
;>ioxin. for instance, is a by-product in the 
nanufaci ure of certain herbicides and ob- 
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not purport to be the total compeaatlon 
payable by Union Carbide but address the 
issue of health care costs alone and are thus 
part of the amount for relief and restitution 
payable by the offending parly in a law suit. 
However, these calculations do not include 
health care costs that may need to be borne 
for h»lth effects that have not manifested 
so far but are likdy to emerge. For instance, 
the study of chromosomal aberrations by 
ICMR has indicated their presence among 
the gas-affected population but has yet to 
quantify such aberrations. The problem of 
genetic diseases that may occur due to gas 
exposure-related chromosomal aberrations 
are also left out. Nor does it include in its 
estimation the health care cost that has been 
borne (both by the Indian government and 
the gas victims) during the acute phase 
between December 1984 and the year 1990 
Significantly excluded is also the cost of 
medical surveillance which is an essential task 
considering that very little is known about 
the exact nature of the toxic gases and the 
long-term damage caused by them. As will 
be appaieiu, the medical care costs mentioned 
in the paper arc conservative estimates 


tained during the bleaching of paper pulp. 
Extremely small doses of dioxin can c-ausc 
horrible di.scase.s. America’s bnviionmen 
lal Protection Agency sets its safety Man 
dards by assuming that any dioxin—even, 
in theory, a single molecule—is bad for 
you. 

Disposal ol seemingly innocent lefuse 
may give rise to toxic products. Eveiy >’car 
the average American opens 300 kg ol 
boxes, bags, and other packaging material, 
then throws it all away, and alter a while 
that adds up to a new landfill, which again 
IS a hazard in its own cla.ss. 'Plastic pro¬ 
ducts are not biodegradable. At best, they 
may only bieak up into smaller bits ol 
plastic which stay around and do not 
decompose in the same way that plant, 
animal products and pottery do. In bon 
fires, they give off toxic products—PVC.' 
gives oft hydrogen chloride, besides such 
highly toxic and caicino^cnic chemicals as 
dioxins and dibcn/ol'urans. Nylon, some 
acrylics and polyurethane foam not only 
spread fire swiftly but also produce 
hydrogen cyanide. Polyurethane foam at 
below 6(XP( gives off a dense, choking 
yellow smoke that contains isocyanates, 
including toluene di-isot^anaic, a very 
potent allergen and irritant. 

Heavy pollution is being discovered in 
US bases in Germany as the US prepares 
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Europe; contaminated airfields where jet 
fuel has drained into undeiground aquifer 
and has migrated outside the military 
complex, hazardous chemicals and poiso¬ 
nous metals in landfills, toxic chemicals 
in water tables from dry-cleaning plants. 
Governments of the industrial North are 
increasingly seeking to ship this waste to 
poorer nations and paying them to deal 
with it. In their own countries, the 
estimated costs of cleaning up the waste 
disposal sites are enormous—S20 to 100 
billion in the US, $10 billion in FRG, and 
in the non-nuclear, tiny, clean Netherlands 
$1.5 billion. Future Earth, published by 
Christopher Helm, London, 1988, p 103. 

Shipment of toxic wastes for disposal/ 
destruction within governmental guide¬ 
lines is big business. The case of poly¬ 
chlorinated biphenyls or PCBs in UK has 
gone into the political arena, with trade 
unions stepping up the campaign against 
import of dangerous wastes without 
adequate safeguard regulation and forc¬ 
ing disposal contractors into refining their 
incineration techniques to avoid the 
generation of dioxins incidentally, little 
is known about how we dispose of our 
PCB oil or PCB-contaminated material 
like disused transformer castings 

A mere transfer of location of the waste 
often does not mean environmentally safe 
disposal of the waste. Thke the case of 
emissions from coal-fired power stations, 
in UK, plans to scrub out the impurities 
that go up the chimney and to discharge 
the mercury and the chloride into rivers 
will merely add to the river pollution, and 
obicction has been raised by the UK 
National Rivers Authority. Nuclear or 
radio-active waste is a class apart—it will 
stay around till time can take care of it. 
Nor can metallic poisons (copper, mercury, 
etc) be made benign. 

Organic wastes can however be rendered 
non-toxic. One of the most effective treat¬ 
ments for toxic organic wa.ste is to burn 
It at around ISfXy'C at which point the 
chemical compounds break down into 
their constituents and (in theory) non- 
to.xic parts. The caveat is that the in¬ 
cinerators have to be run super efficient¬ 
ly. otherwise, the toxics will survive the 
burners, escape into the air and end up 
in human lungs or intestines, via food- 
chain, etc. 

Bron/e age metalworkers phased out 
arsenic alloys in favour of inferior tin 
alloys because of the health hazard involv¬ 
ed. 1 hey knew what was bad for them and 
acted accordingly. Shall we be so lucky 
especially in countries like ours where ap¬ 
propriate technology may generate 
research papers and conferences but not 
the technology? 


The control of toxic wastes which are polluting our river waters 
rapidly merits urgent and special attention. 
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Jotirao Phule: An Incomplete 
Renaissance 

Satyakain Johhi 
K S Raman 


The sharp ^nd manifold increase in the caste and communal 
struggles of the recent past has made Phule's thought and action 
more relevant than ever before A report on a seminar which 
evaluated bis relevance in the present crisis. 


JOTIBA PHUl F has once again been m 
the news, discussions debates, etc and 
rightly so at the tune ol his death ceiite 
nary Phule born at Pune was a pioneer 
activist and thinker of his times who 
fought against upper caste dominalion, 
exploitation, hypocrisy, and social in 
justice, and led the Satyashodhak non 
Brahmin movement in late lOth ccntur> 
His manifold contributions to the under 
standing of Indian society let! a deep im 
print on Maharashtra societs Unfor 
tunately, so tar he has remained as a 
'regional ihinkci’ of Maharashtra despite 
his pioneering contnbuliOn 

Many sections of Indian society have 
been trying to appropriate the 'Itgacy ot 
Phule' not with a view lo continue his un 
finished mission of democratic resolution 
but to legitimise their own interests It is 
not a coincidence that the recent crisis in 
India not only ictlect tfu inteiests ol I hose 
sections but also suggest the emtrgein i ol 
new caste class aliiancts in the proces< of 
‘democratic roolution 

Seeing ihe iitcd to understand Phule ■> 
contributions dispassiunalels against such 
a backptound itid liberate his image from 
the shackles ol regionalism the( entrt to* 
Social Studies Surat, organised a semmai 
first ol Its kind outside Mahaiashtia to 
evaluate his thought and action and 
understand his iclesaiict in Ihc pieseiit 
crisis 1 he seminar was held from Januai \ 
9 II 1991 with financial support from 
Western Regional Centre of the Indian 
Council of Social Science Research 
(ICSSRI About ^0 leading scholais and 
activists fiom various pails ol India par 
ticipated and H papers wea pasented 
These papers wen cJiscussed m fivt dif 
ferent sessions (i) ( ulture, (ounter 
Culture and Ideology, (n) Peasantry and 
Peasant Movements (in) Relevance ot 
Phule in 20th C entury, (iv) Fducation, 
Reservation and Caste F^litics, and 
(v) Women, Dalits and Social Oppression 
An impressive bibliography of about W) 
titles relating lo Phuk and Phuleism was 
also distributed by the Centre to all the 
participants 

I 

There were three presentations in first 
session J V Naik outlined the genesis and 


development of the ideology of Phule 
Afvind Deshpandc sought to construct a 
framework to locate Phule in a larger 
perspective and explain his efforts in 
creating a ‘counter culture’ to the existing 
Btahminiial culture S P Punalekar tried 
to locate Phule in a larger historical 
perspective to evaluate his legacy -both 
his positive contribution to the Indian 
democratic revolution and its limitations, 
and grappled with a more crucial question 
as to why his efioris were unsuccessful 

J V Naik traced histoiicallv the exter 
nal influences on Phule’s thought and ac 
tion Phule’s career, according to Naik, 
could be assessed into two distinct phases 
In the first phisi he was a social activist 
with local and \kestern influence and did 
noi try lo develop an ideology of his own 
His ideas weie influenced by Reverend 
1 heodore Paikei and 1 homas Paine from 
the West and various socio reloimisi 
movemenis iii India, more notably the 
struggles ot local Kolis and Ramoshis on 
the one hand and Paramahansa Sabha 
and Dadeiba Tarkhadkar on the other In 
the '•pcond phase particularly from 1869 
onwerds Phule tried to develop his non 
Brahmin ideoiogv which could be discern 
ed in his three celebrated studres ot Ihe 
peiiod -Chhdtnpati Shivap Raje. Bhosic 
Yaiicha Powada Brahmanachc Kasab and 
Ciulamgin 

Punalekar aigutd that an evaluation ol 
Phule’s thought and action was impeiative 
beeause most ot the “contemporary social 
and political problems and the crises arts 
ing out of (heir iiresolution date back to 
situation and questions raised by loiiba 
Phule in mid 19ih eintury” Phule’s ‘social 
project’ according to Punalekar, had two 
domains (a) ‘building a theoretical under 
standing ot Indian socictv and its cultural 
mai IX. and (b) articulating this thtough 
some ‘ladical practice’ He perceived the 
Indian social system Ircini four dimen 
sions (i) Social hieraahy and dominance. 
(n( subordinated status of women, (iii) ex 
ploiiation of the pnmary producers by the 
stale and Shetjis and Bhatjis, and, 
(IV religious tund^ientalism and castetsm 
Phule and Phuleism, therefore, should be 
understood and assessed in overall socio 
cultural and political context, i e, against 
a bickground of “economic want, social 


neglect and cultural Oppression of majwi- 
ty by the minonty’* However, according 
to Punalekar the signiHcance of Phule’s 
philosophical-ideological contribution lies 
in “situating a problematic cultural 
system, 1 e, overarching ideology domi 
natmg the thought process and Saviour 
ol the toiling masses” 

Punalekar argued that the failure of 
Phule’s social project was related to 
various quesiions such as emergence of 
upper and middle classes among the 
shudra peasantry neo Brahminism’ 
among the shudia peasants, etc and so 
only thiough a serious scrutiny of ‘the 
struciuiesof hegemonv in tiidian society’ 
and their ‘changing satiency m a changing 
socio economic context could these ques 
lions be properly answered 

Arvind Deshpands suggested that 
Phule tried to destros the anii humanist 
tiaditions in India and aplace them by a 
universal humanist tradition He held that 
Phule was distinctly ditiercni from the 
erstwhile social iclormirs Social reform 
niovcmcni aimed at social chanee within 
the Irarncwoik ol culture' wheiias Phule 
had a bioader understanding ol culture 
and sueiilv His attack was no' ust on 
Brahminism butthc social culture vfihe 
Hindu 

Pluilc was the lust ihinktr to classify 
the Bhai Biahmins notimidv isrcligio 
social castes but also a< economic oc 
iiipational classes He was convinced that 
economic poveiiy wa ilic mam cause ol 
the social b ickwaidncs' ol the masses and 
was pcrpciuaitd bv the culuiic of Hin 
duism \nd hciicc the need to ircait a 
‘tounlet culture In hi atiimp loctcau 
a coiinici cultuie—ihc ifihure v'l the 
rustiws p6ult according U' \ l)<*sh 
pandc had lo ids upoi rtltcicn because 
‘no cultuie can susi-iin itself without a 
idigiun Howcvci f’hulc dccisiycly bioke 
with the erstwhile upper caste riloimers 
who took an easy iccouis lo ilit .nydis 
of great tiadnion mythology of succc^s 
VKtoiy glory 

\khik ere uing a culture of iht luslics, 
whose iiadiiions he repicsented Phule 
had to 1 1 c a clilcinni I A i rationalist 
he was ag nils' s jperstiiioiis and vet he 
could not icccpi a complete scveianet of 
lies wiif the tridilions To avoid this 
dilemma he levitahsid those clencnts ol 
the popular mass tiadition which could 
be mtiipriKd is stiuuglcs ol natives 
against the V-yans And secondly, in Ihe 
process ol rcinitipretaiion he ins'sied 
upon a lohust utionaiity that made the 
supernal n (I ctuncPi' ndieulous Thus 
the non Ais in struggle against the Aryans 
became the loc il theme ol Phuk. s counter¬ 
culture ot the masses 

The discussion centred around whether 
Phule was a reformer or revolutionary and 
whether the concept of counta culture is 
adequate and correct G P Deshpande 
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held that Phule provided a language to 
revolutionary theory and wondered 
whether Phule could be seen only as a 
part ol the reformist tradition. Sharad 
Patil held that sinee Phule aimed at 
abolishing the caste system, he must be 
hailed as a 'social revolutionary'. 

The term ‘counter-culture’ Sharad Pali! 
claimed, i.s a term of class societies and 
is not applicable to a caste society like 
India. He further said that Phule was the 
lirst to define the forces of democratic 
revolution in terms of caste struggles, i e, 
brahmimsm vs abrahminism. The concept 
‘counter-culture’ is, iheiefore, not ade¬ 
quate enough for a proper evaluation of 
the thought and practice ol Phule. 
Ci P Deshpande argued that a proper 
evaluation of Phuie’.s legacy not only 
demands an undcistanding of ‘counter- 
cultutc’. but also of the counter effects of 
a refoimist movement. Gail Omvedt felt 
that although Phule was trying to create 
something like a ‘counter-culture’, as term 
is likely to be misu.sed, a better one should 
be coined. 

riic question ol stratification within the 
’shudra peasantry' also generated a stimu¬ 
lating debate. Thcic was a broad consensus 
on issues such as CMsience of a stratifica¬ 
tion withi.i ihe peasantry, and the mobili- 
.sation ol the masses in the democratic 
cultural revolution based on the criteria 
ol caste and class. However, the degree 
and intensity of stratification within the 
pea.santry remained a controversial issue. 
Gail Omvedt felt that stratification was 
not intense enough to divide the peasan¬ 
try into antagonistic classes. 

Ashok Chousalkar argued that in order 
to give a new cultural orientation to non- 
Brahmin castes Phule tried to make 
Bahraja a cult figure among the peasan¬ 
try because Phule lelt that to bring about 
a democratic revolution in India, creation 
of a lultural tradition having popular 
heroes of non-Brahmin tradition at us 
heart is essential. That is why his reinter¬ 
pretation ol Bah was not based on 
mythology but his own Aryan vs non- 
Aryan paradigm wlieiein he described 
Bali as .1 peasuni king who led the non- 
Aiyan combat against Aryan aggres.sion. 
Thus the myth ol Baliraja was essentially 
a 'political myth' which sought changes 
in the power relations of the Hindu 
society 

II 

7 he second session was devoted to the 
question ol Phule and peasani movements. 
Glasses within the peasantry and mobili¬ 
sation ol middle and landless peasants has 
been a general understanding of/tradi¬ 
tional Mar.MMs’. Gail Omvedt argued that 
^his was a one-sided approach and inade¬ 
quate (at least in the Indian context) to 
understand the compicsity of the situa¬ 


tion. Instead, she suggested, that tiw ‘pro¬ 
cess of exploitation’ should be central to 
the analysis. 

Phule, according to Gail Omvedt, pro¬ 
vided “an alternative to the supporters of 
the traditional Marxist analysis of the 
peasantry”. She dealt with three main 
themes of peasant exploitation under¬ 
scored by Phule; (i) imperialist exploita¬ 
tion of the peasantry or accumulation by 
world metropolitan centres; (ii) supra- 
village level exploitation by the state and 
regional elite; and (iii) local exploitation 
by village-level elites. 

Gail Omvedt maintained that supra- 
village level exploitation has been almost 
completely overlooked and the role of im¬ 
perialist exploitation in the post-indepen¬ 
dent India has not been properly examin¬ 
ed. A proper understanding of these 
themes of Phule, according to her, should 
broaden the scope of analysis of peasant 
exploitation—particularly the partial and 
inadequate analysis of ‘traditional Marx¬ 
ists’, and thus may be viewed as ‘enriching 
historical materialism’. She therefore 
regarded Phule as peasantisi theorist 
despite his weak understanding of the role 
of imperialism and the actual process of 
exploitation. 

Ram Bapal raised a serious doubt 
whether Gail Omvedt was propounding a 
‘new peasantist perspective’ and providing 
a theoretical ju.stification. In other words, 
he felt that she was using Phule to justify 
Sharad Joshi’s (Shetkari Sanghatana) view 
point. Bapal argued that the forces of 
world capitalism m a-vis the forces of na¬ 
tional and regional accumulation have 
reached a particular stage where the latter 
have been looking for new theories such 
as the theories of ‘undifferentiaied 
peasantry’ in favour of their interests. De¬ 
nying Bapat’s interpretation Omvedt said 
that she did not attempt at model building 
but was hinting at the plurality of 
.situation. 

Sharad Patil tried to differentiate the 
theoretical positions of Phule and Sharad 
Joshi. Sharad Joshi, he argued, has built 
up a new model that challenges historical 
materialism—that the peasant, not the 
worker, produces the surplus value, and 
the Indian peasantry is undifferentiated, 
whereas Phule viewed the Indian village 
as one with two clearly divided camps, 
that is of two castes. Phule was also aware 
of the differentiation within the shudras. 
He nevertheless relegated it to the back¬ 
ground as he was interested in uniting 
them against ‘Bhatshahi’. He wondered 
how getting remunerative prices for their 
produce could emancipate the peasantry 
from continuing ‘Bhatshahi’. 

A R Desai objecting to categorisation 
of ‘traditional Marxist’ or ’traditional 
Marxism*, pleaded for locating peasant ac¬ 
tivities in the overall pioduction process. 
He also stressed the need to identify the 


types of exploitation that taive been uk- 
ing place Punalekar suggested that to 
understand what Phuleism could contri¬ 
bute to an understanding of the present 
contradictions, the concept of ‘peasant 
community’, rather than ‘differentiated 
peasantry’, would probably be more useful 
if we use ii as an historical category. 

Ill 

The sharp and manifold increase in 
caste and communal strugles of the recent 
past has made Phule’s thought and action 
more relevant than ever before. G P Desh- 
pandc claimed that Phule was the first 
Indian ‘system builder’ and did provide 
a ‘logic of history’, as Hegel did in Europe 
because Phule was the first to attempt a 
transformation of plural categories of 
history into singular or universal. He, 
therefore, stands in sharp contrast to 
Weber's statement that all ideas of univer¬ 
sal significance came from Europe. 
Phule’s thought proved that the socio¬ 
political struggles of the Indian people 
could generate a universal aiterion. Phide 
also talked of knowledge and power long 
before Foucault did. In fact Foucault’s 
post-modernist analysis came at a time 
when Europe has literally seen an ‘end of 
history’, whereas Phule’s efforts were to 
change the world/socicty with the weapon 
of knowledge. 

A proper understanding of Phule, ac¬ 
cording to G P Deshpande, should be in 
the context of and in relation to the Ra¬ 
ja Rammohan Roy tradition and the 
C’hiplonkar-Tiiak tradition. Phule, in¬ 
fluenced by Proicsiantism, tried to pro¬ 
vide an ‘internal critique’ of Hinduism 
whereby he was preparing the Indian peo¬ 
ple to enter into the phase of ‘world 
capitalism’. Eventually, Rammohan Roy’s 
tradition produced its opposite, whereas 
Phule’s traditioh unfortunately died 
down. 

J V Naik argued that there was a dif¬ 
ference between the traditions of Phule 
and Raja Rammohan Roy while Sudhtr 
Chandra wondered whether G P Desh¬ 
pande was indicating Ayodhya as the op¬ 
posite of Roy tradition. G P Deshpande, 
responding to the query, clarified that the 
Rammohan Roy tradition aimed to reform 
or better the Hindu social system. Its ap¬ 
proach was piecemeal. Its limitation was 
that it tried to reform the high caste 
Hindus whereas the Phule tradition 
sought a complete change. This was an 
epistemological break from the past. He 
also argued that by opposite of Ram¬ 
mohan Roy tradition he did not mean 
Ayodhya. Ayodhya was the degeneration 
of the opposite, i e, the pluralist religious 
thinking such as Vivekananda’s. 

Sharad Patil presented a paper on the 
methodology of Phule and its contem¬ 
porary relevance. Contrary to ‘Brahmi- 
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nical nwthodotogy’ that Hindu society is 
bound to have upper caste rule, Phule 
created a non-Brahtnin methodology 
wherein he tried to continue the non- 
Brahmin folk tradition with the hypo¬ 
thesis of Western scholars, that the non- 
Aryans were subjugated by the Aryans, 
This made him conclude, Patil claimed, 
“that with the fall of Bali the history of 
India is the history of caste struggles”. 
Patil named it the ‘Historical Materialism 
of the pre-British Indian society'. Patil fur¬ 
ther claimed that the Indian renaissance 
is bound to be unfinished as it is still 
visualised thibugh nationalist and class 
viewpoints, which arc basically ‘Brahmi- 
nical’. Nevertheless, he concluded, the 
long awaited decisive struggle between the 
Brahminical methodology and the ‘revolu¬ 
tionary positive non-Brahniinical metho¬ 
dology has begun. Only us successful out¬ 
come can open the way to the completion 
of the unfinished Indian renaissance. 

in the ensuing debate on the categories 
caste and class, and the concept ol class 
foimation within the castes Sudhir Chan¬ 
dra and Arvind Deshpande disagreed with 
Shiirad Patil’s view that in pie-Biiiish 
India there were no clas.ses Patil reiieiaied 
that pre-British India was exploiicd b\ 
Brahmin and miliiary castes. He accepted 
class formation within castes but cUiinicd 
that this IS not enough to ‘destroy the caste 
system’. He argued ihai the democratic 
strugcles must be organised simultaneous¬ 
ly on caste and class lines 
Oopal Ciuru focused and on Phule’s 
views oil reservaiions and the conicrn 
porary scenaiio, while R-H Dewastbalee. 
S Jondhalc and B I Bhole locused on 
Phule’s pcrsps'ctivc on education Gopal 
Guru emphasised ihe emerging loniradic- 
lioris in comeiriporar) society and ihe 
relesance of Phule in that coiiiesi. Irom 
the viewpoiiii o! icseisaiions. Phule 
wanted resetsation on the basis of easie 
and believed that ii would break the 
monopoly of Brahmins in ihe field ol ad 
niinislraiion. However, today, a hundred 
ycais after the death ol Phule, Biahinm 
vc non-Brahniin is no longer the onlv con¬ 
tradiction in society. Class lormution 
within the non-Brahmin castes u taking 
place. And one of ihe most impoitant 
contradictions seems to be between the 
Brahmin and non-Brahmin elites on the 
one hand and the Dalits, adivasis and 
women on ihe othei. Gopal Guru con¬ 
cluded with the comment that a ‘lack of 
internal critique’ withtn the non-Brahmiii 
camp was one of the main reasons for their 
tenuous alliance with fundamenalisis. 

G P Deshpande questioned Ciopal’s u.se 
of ‘internal critique’ because it needed a 
systematic framework applied to ^ total 
system. Instead of quoting literally, he 
further suggested, evaluating Phule in a 
dynamic sense, i e, to put in Brecht lan 
terms, bringing the ‘historically possible 


facts’, will help us understand the present 
reality. 

R B Dewasthalec focused on Phule’s 
views on primary education discerned 
through his memoranda submitted to the 
‘Hunter Commission’. According to him 
Phule was the first to plead for the case 
of universal, compulsory and free primary 
education. S Jondhale argued that Phule 
visualised three important purposes of 
education: (i) a share of lower castes in 
the employment; (ii) intellectual emanci¬ 
pation from the Brahminical Hinduism; 
and (iii) facilitating a process of retorm 
from below. One ol Phule’s most signifi¬ 
cant contributions was the setting up 
schools for girls. The lelcvance of Phule 
in the contemporary period, according to 
Jondhale, was in the context of providing 
education for lower castes and women, 
and promoting primary education rather 
than the higher education. 

1 he important tenets of Phule’s philo¬ 
sophy ol educulion. according to Bhaskai 
Bhole, ate: to coiielaic education with 
da\ to day lifcoi the common people: to 
do awav with elitism in the field of educa¬ 
tion; compuKorv vocational training in 
piiiTiarv education, lo eradicate the evils 
ol poverty, supcisntious elitist prejudices; 
and, to oiler -.pecial concessions and in¬ 
centives to ihc students of backward 
castes. Bhole claimed, that Phule, con- 
iraiy to the upper caste reformist view¬ 
point of enlighicnmeiu, visualised educa¬ 
tion as a ‘libcraiing lorce’. However, the 
comeinporarv scene ol education, he con¬ 
tended, was essentially neo-Brahminical 
and non-cgaliiariari. ‘Vidva’ in its essence 
luis became ‘av idya' and needs to be corn- 
baled. < I P Deshpande raised a doubt that 
Pilule’s views on ‘vidva’ were weak and 
ambivalent like his views on colonialism 
and imperialism. He upheld the imperial 
pedagogy .ig.tinsi the brahminical peda¬ 
gogy, I e, one lorm ol domuiaiion to the 
oltiei loiin of domination. 


\ 

Pushpa Bhave and V’idyui Bhagwai 
locused on the women’s question as 
perceived by Phule. Both of them agreed 
that Phule believed in equality of human 
beings. Bhagwai however fell that while 
delendmg women's role and rights Phulc’s 
writings ‘occasionally betray bioiogisiic 
mode of reasoning’. She concluded that 
despite this limitatioti he was a radical 
supportei of women’s equality. 

Sudhir Chandra suggested that instead 
of emphasising Ihe 'uniqueness of Phule 
attempt should be made to find historical 
parallels of his time such as Maibari. 
Radhakant Barik queried whether Phule’s 
lemini.‘m wa.s indigenous or influenced by 
the West. Gail Omvedt in respon.se ex¬ 


plained that he was a feminist since 1882 
onwards, and the infiuences were shaped 
by his own experiences in his caste and 
Pandita Ramabai’s Arya Mahila Sabha. 
G P Deshpande however expressed his 
doubt whether Phule could be called a 
feminist, because such specialisation was 
not pos.sible in the 19fh century. 

VI 

The last session was devoted to the review 
of .seminar discussion; its achievements 
and shoitfalls. One of the most important 
contributions of (his seminar may be (he 
initiation of a process that can redeem 
Phule as a regional thinker and place him 
m a larger context. Bapat pointed out that 
Punalekai’s emphasis on the ‘structure of 
hegemony’, Gail Omvedt’s analysis of 
‘peasant methodology’ and Naik’s divi¬ 
sion of Phule’s political career are the first 
of their kind. G P Deshpande’s term ‘in¬ 
ternal critique' is likely lo gain currency 
in future studies on Phule. However, he 
said that the seminar was lacking in .some 
important aspects. Most importantly, 
Bapat fell, that Phule has been seen m 
isolation. Instead, he suggested, coracm- 
porary parallels should have been brought 
in to locate Phule in ‘his’ historical con¬ 
text. He also fell that a proper study on 
‘Phule and Political Economy’ is neg¬ 
lected and also proposed a proper textual 
analysis of Phule’s wriimgs. 

Arvmd Deshpande pointed out some of 
the missed dimensions in the seminar. He 
fell that many of the studies mis.sed the 
individual vs time, space, society context, 
vital for a historical pcispective. He also 
pointed out that the ‘historical rigour’ 
necessary tor this kind of seminar was 
lacking. He suggesied that a few studies 
of the other side of the system to that of 
Phule would have been more helpful 

Ali through the seminar the underlying 
thrusi ol some ol the papers and much 
of the discussion had been what sections 
ol people should be mobilised for a suc- 
cesslul ‘dcmocraiic revolution’ and how 
they should be mobilised and in what way 
Phuleism is useful Many of them also ex¬ 
pressed iheir deep concern about the pro¬ 
cess ol ‘sanskritisalion’ or ‘nco-Brahmini- 
sation' ol shudras and held the reason was 
the ‘lack of internal critique’. Their con¬ 
cern about why 'shudias* can no longer 
lead the democratic levolution in this 
country is legitimate but the categories 
such as ‘.sanskritisation’ or ‘neo-Brahmi- 
nisaiion’ aie inadcqoaie to explain it 
because it is connected with the rise of 
shudra castes as a part of the ruling 
classes, which in turn has been clearly 
connecicd to the deyelopmciil process that 
originated since Phulc’s departure. It is 
this dimension of political economy that 
was underemphasised in the seminar. 
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Gandhi, Ambedkar and Separate 
Electorates Issue 
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disiniii’iation Bnl likeeviiv othii institii 
lion It ti.i' sulliiid fiom exirescepces I 
lonsidii I 111 t lui divisions alone lo be 
tuiidaniinial naiural and essential I hi 
mminitiabli subiasies ait sometiniis a 
soiniiiii III ottm a liindiaiui thi 
soonu 'hill IS fusion ihebetiei" [Ciandlii 
I'Plij 

/ I/I \NI1 I 1/ V t 

I aiii on (utiidhi did not lonlinue Ins 
(liiuiii ol dimiie and in.iiiiaui restni 

II 'll' and oppostd unlouihahihtv But he 
w.is not williiu’ to attack the heiediiarv 
dm ion ol laboui exptissid in lar 
na^lira/uaitlhjinh/ laied with pitssuie 
Iron) the lailiir wtak dalit movement, 
vs Inch the Hriiisli wanted to use to divide 
the anti isilonial snuggle (landhi eni 
phasisul thi disiiiiition hi iwecn /alt and 
\u/mi and nisisitd that caste (vi/, ya/i) 
had nolhini’ to do with religion “C asit 
has nolhimt to do with religion II is a 
lusioni whosi oiigin I do not know and 
do not Died to know foi (he satisfaction 
ol m\ s|)iniiial hunger But I do know that 
It IS hainitui both lo spiritual and national 
(ood Itfr/iuand aihrama are institutions 
svhicii havi nothing to do with castes I he 
l.iw ol variia teaches us that we have each 
one ol us lo earn our bread by following 


the ancestral calling. It detlnn not o 
rights but our duties. It necessarily h 
retercnce to callings that are conducive 
the wci.arc of humanity and to no othi 
It also lollows that there is no calling tt 
low a Id none loo high All are goo 
lawful and absolutely equal m state 

|r laiidhi, I9t6! 

It was in keeping with this notion th 
“iheic IS no calling too low and none tc 
high’ that Ciandhi adopted the use of tl 
tcnir "Haiiian” in place of untouchab 
and such like terms All along Gandhi ii 
sisicd (hat caste pama) wa essential l 
Hinduism "11 taste and varna are cor 
vcttibic and it larna is an integral part o 
Hinduism, I do not know how a persoi 
who lejccts caste, i e, varna can cal 
himselt a Hindu" jCiandhi, 1936, 86] 
[hedistinction between varnamdjat 
has been a subject ol much discussion 
What IS noteworthv is that those who wisi 
to picserve caste (which lor a long time 
has been /ati) refer to the early period ol 
the existence ol castes, ol varna Broadly 
two stapes laii be identified in the 
development of caste (class) society ir 
India In the first stage “ the priests, 
wan lots and adnimistraiois were entitled 
to thi surplus in the lotm of taxes and 
gifts foi set vices rendered" [Sharma, 1987, 
179j I his stage could be labelled that ol 
a “tribuiarv system” It was broadly the 
pciiod ol the varna system 
I rom the time of (he Cmpta empire land 
era'its became incieasinply important 
Along with thi taxes paid to the raja oi 
empire, the total teudals (sanwnls) began 
lo I'd an mireasinp shaie of the surplus 
‘ Indian kings madi land giants to get the 
t.i'is ( uipius) lollciicd In their turn the 
gra'itiis lolli^ttd anis tiom their subject 
tenant peasants who lould be evicted and 
even subiiiied lo toned labour" [Sharma, 
1%"’ I9()j Bisidts, subject tenant 

piasant there wire also untouchable 
agniultiiial labouiers The aitisan and 
SCI vice castes in jajmani haluiedan rela 
lions had dclined lubs to perform in 
return tor shaiisnl the agiicultural crop 

It wa' in the caily medieval period that 
the caste system was tightened up [Vadava, 
I9S'’ 204] And untouchabihty, as a 
charactciistic ol the caste system, dates to 
about the second century AD [Gupta, 
198’', 231 1 he establishment of the 
fulfledged caste system coincides with the 
change from the earlier tribute paying 
system to the feudal system 

I he distmiiiun between varna and jali 
has a icitain historical importance But 
in the contemporary period, it was dis¬ 
ingenuous lo suggest that it was varna that 
should be iciained and not jati, because 
what actually existed was jati with all 
Its features oi discrimination and un- 
touchabiliiy To ask, as Gandhi did, that 



ptapk shdUH ro9<Mr flntr traditional 
caliings wai to condemn the untouchables 
and other low castes to a life of servitude 

Gandhi's soliatous attitude towards the 
upper castes is revealed tune and again 
In the 1924 Vykotn Scuyagmha against un- 
touchability he asks the leaders “not to 
overawe the orthodox” [Dalton, 1967, 
171] At the tune of the Yeravada fast 
Gandhi asked Kelappan to call off his fast 
for opening up the Guruvayur temple in 
Malabar on the speaous ground that “not 
enough notice had been given" [Pyarelal, 
1932, 197) Ctandhi frequently cautioned 
that “there should be no coercion We 
must, by patient toil and self suffering, 
convert the ignorant and superstitious but 
never seek to compel them bv force” 
(Pyarelal, 1932, 132] This “patient toil 
and sell sutfering" in the struggle against 
untouchability did not include a fast unto 
death, a weapon he was willing to wield 
against Ambedkar and the demand tor 
separate electorates for the untouchables, 
but not against the upper castes to 
demand an end to untouchabilitv No 
wonder Ambedkar was compelled to ask, 
“Wh) did he not undertake a fast unto 
death against untouchability'' ’ 

AMBIDKARS AnII C AStl PRfH.RAMMl 

Ambedkai insisted against (landhi, 
th a partial attack on untouchability 
would not do and that it was the caste 
system as such which needed to be over 
thiown He proposed that Hindu society 
needed to be reorganised on the basis of 
the principles of I ibertv Lqualiiv and 
Fraternity”, that tor this the sense ol 
religtous sanctity behind caste and \arna 
must be destroyed and this sanctity can 
be destroyed onlv by discarding the divine 
authority of the \hastras (Ambedlcar 
1936, 86] 

As the Hindu scriptures sanetified the 
caste system, any revolt asainst this caste 
systtiri w mill niv b< j ' ible after the 
oppressed (at lea t) hau iwjccied thetr con 
diuon and oppression as being divinely 
oidained, the result ol karma, or 
whatever But such a rejection of caste 
could only be the beginning of a revolt 
against the caste system, not its end 

Ambedkar did not denv the economic 
features of the caste system, its division 
of labourers, as Ambedkar put it But for 
him. It was the ideological (actoi, sane 
tion of the shasiras that was all imporunt 
Piesomably, once the ideology had been 
rejected, the rest, the economic changes 
in particular, would follow suit But it was 
the very experience of continued caste 
oppression despite conversion to Bud 
dhism that led the Dalit ('anthers, ob 
viously influenced by the Naxahte move 
ment, to declare in their 1973 manilesto 
“To eradicate untouchability, all the land 


wiH hive to be redistrtbttted” [Dalit 
Panthers, 1986, 141], 

Ambedkar's anti-caste programme 
stressed the importance of the low castes 
getting pobtical power, or a share of it, 
in order to liberate themselves “Nobody 
can remove yout grievances as well as you 
can and you cannot remove them unless 
you get political power in your hands” 
(Ambedkar, 1930,341 j In a change from 
the earlier pro British attitude of the anti 
caste movement, Ambedkar pointed out, 
“No share of this political power can 
come to you so long as the British govern 
ment remains as it iv It is only in a Swaraj 
Constitution that vuu stand a chance of 
getting any political power into your ow n 
hands without whiih you cannot bring 
salvation to sour people” 

At the 1930 Round Table Confeteiice 
Ambedkar esplaiiud why the uniouch 
ables needed a Swarai government 
“Indeed, so far as wt are concerned, the 
British government has accepted the stKial 
arrangements as it lound them Our 
wrongs have remained as open sores and 
they have not been righted, although ISO 
years of Rr.tish rule have rolled away 
the reason it [the British government! docs 
not intervene is because it is afraid that 
Its interveniiDii to amend the existing code 
of social and economic life will give rise 
to resistame” [Ambtdkar 1930, SOS] 

P(K)s\ Pse 1 

This brings u to the crucial Poona 
Pact At the Round lablt C onftience 
Ambedkar had argued for separate repre 
sentation and electorates for the Depttss 
ed C lasses arguiiii, that “ although they 
arc included among the Hindus, they in 
no sense torm an integral part of that 
community Not onlv have they a separate 
existence, but ihev have also assigned to 
them a statute [status 'j which is invidious 
ly diflereiii from the status occupied bv 
any other community in India 
(Ambedkai 1930 W] 

Gandhi objected to sepaiateelectorates 
for the Depresstd C lasses 1 he reason for 
his objection it muht stem, was that he 
did not want to restrict the Depressed 
Classes to iust this measly share of seats 
but to enable them to stake their claim to 
“the kingdom ot the whole world’ hat 
was clear was that tiicrc was, with the caste 
system continuing in existence, no way in 
which ihc Depressed Classes could stake 
their claim to kingdom ol the whole 
world” it IS like piesent day opponents ot 
reservation asking hv should the lower 
castes aspire onlv to the reserved scats* 
It they aie good enc'ugh they can get all 
the seats” 

Ciamlhi s leal objection to sepaiate seats 
for the Dtpitssed t lasse was not that it 
gave too little to the Depressed ( lass(,s 


btttThiit'it ykoaka id^uroi^niauuiMu , «> 
Gandhi stated in h» letter to Ramsay 
MacDonald before beginning the Yeravada 
fast [Pyarelal, 1932, III] Larlier, at the 
Round Table Conference Gandhi had 
similarly seemd to argue from the point 
of view of what was good for the Depress¬ 
ed Classes ’ Will untouchables remain un- 
loui babies iii perpetuity'*” [Gandhi, 1931, 
297) And m a manner now familiai from 
the anti Mandal agitation he said, “U will 
creafe a division in H ndui m ” (em¬ 
phasis added) d'though the Ji-isiondid 
not alreidy exist 

3khat IS cleat i> tlio Gandhi s aim tn 
opposiiii the scheme ot sepaiale elec- 
toiaies fo' the Depressed C lasses was to 
lurthci he atm n<' of the Depiessed 
< ldsse‘ but ol H iiduism’ not the 
religious interests c t Hinduism but the 
politK al interests ol ih' le'adeiship of the 
Hindu omniui'it laced v ph 'he 
challenge frorr the Uaieisliip if the 
Muslim eonimunUv and f'cid wi h the 
prospect ot a leditciion lu the sea' it 
could command m th leg sGn-es. the 
leaders ol the Hindu < omme n tv nc>l jus* 
(landhi hut also ^lolav ya, the leider of 
the Hindu Mahasabha, reacted ^ 'h a 
politics of imlusion- those w) had 
formerly bc‘en oeludcd from the fi. idu 
fold as untouchable , weit n iw sought to 
be included within the > aj with he 
paternalistic name huiiiun 

Conventional (Hindu upper wj'te) 
wisdom has ii 'hai (landli ovt. cane the 
British imperial policy of div.ic a id lulc’ 
bv the Vravada fa i Ihc 'isi [Ihi Ljne 
/a\t as It IS c.illfa ii''he b "I '’ya !'l 
wioie about It) I pe it the leic id <f th 
national inovemini Ihiv lOi ventional 
wisdom also ha it that \mbtc ka was a 
willing tool it the Biitivti 1 implcnen 
tmg their divide iiiu iu*c .voliiV 

(ANl)H' Olllt IIVI 

It has dreads bttiipoii '<u out that the 
importance of \n "wlk i’ n tin coni'xt 
of the inti col Ml a'movin I in rreeise 
l\ III that tic leaili uilt i ihc imaidpa 
non ol the cldlii viiliSv.naj ten t’the 
same tunc ht w i not w ii ii •» nor 'age 
the polticd futile 'if tic ( this to the 
leiidci nitrites o'It I up>t la.lt Hindu 
leadership ot the (oieics 3V).it h< 
sought was d nua < i‘ (loiitml 
dutonomv lot daht wit'siu be nat onni 
movement llirout'iv , at iie dfcioiatfs 
Ambi ikar sought i > ei s iie that claiils 
would be elected by il e iialii comm initv 
Ciandhi, on the oih nand wanted to 
pn vent exac ih tin n t.i >i« of autononiv 
Agiecine to nstt. Uicn ol a proportion 
of seat for d lilts (ianJ,ii >ns'slcd that 
these diiu ‘reptcsenla'ivts would br 
clei led by the entire HinJt conimuniry 
This would ensure that ihe uppec castes 


1329 


KiMNAfswt*/ «m«4 IQOt 



who dominated the Hindu community 
would decide on who would be the dalit 
representatives. But by agreeing to pro* 
portionate representation for dalits 
Gandhi was admitting that there were 
divisions among Hindus which should 
have a bearing on the political structure. 
Though he said about separate electorates 
that it “will create a division in 
Hinduism”, he was in effect accepting that 
this division was not being created by the 
provision of separate eleaorates. Gandhi’s 
objective clearly was to maintain an upper 
caste hegemony over the whole Hindu 
community. 

That Ambedkar was not failing prey to 
British colonialism’s ‘divide and rule’ is 
shown in that, at the Round Table Con¬ 
ference and elsewhere, he insisted that it 
was only under a Swaraj government that 
the Depressed Classes could hope for 
salvation—of course, on the basis of their 
own organised strength and by esta¬ 
blishing their political autonomy. 

So, it was not the British policy of 
‘divide and rule’ that was at issue in 
Gandhi's Yeravada fast. The question was 
whether or not dalits were to be allowed 
a measure of political autonomy. Gandhi’s 
objective was to keep the Hindus united 
as a political community. United against 
whom? Not, as conventionally argued, 
against the British—that was not the issue 
in the Yeravada fast. The unity of Hindus 
as a political community was necessary in 
getting their politically dominant sections 
(upper caste Hindus, landlords, profes¬ 
sionals and, behind them, the important 
power of the paii-lndian bourgeoisie) a 
greater weight vis a-m the other com¬ 
munities, meaning essentially Muslims, in 
the constitutional set-up leading to ‘self- 
rule’. It was for this reason that Gandhi 
could unite behind' him, at that time, all 
the organisations and representatives of 
upper caste Hindus, ranging from Madan 
Mohan Malaviya of the Hindu Maha.sabha 
to G D Birla. Of course, this is not to im¬ 
ply that these organisations subsequently 
remained united behind Gandhi—the dif¬ 
ferences over partition and the assassina¬ 
tion of Gandhi are prool that they did 
not. But in the Poona Pact they were 
united behind him. And the objective of 
the Yeravada fast was to force the dalits, 
under Ambedkar. to accept their position 
of being subordinated to the politically 
dominani sections of the Hindu 
communiiy 
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CHINA 


I 

CHINA SHAKES THE WORLD! is still 
on .sale in the foreign language bookshops 
of the People's Republic Goodness knows 
why: it as relevant to today’s China as a 
Victorian tract. China may be shaking the 
world but it is rather because of its 
exploitation, not its suppression, of 
capitalism. 

This year the country has resumed 
growth, returning to the slipstream of 
world trade. In the first quarter of 1991, 
industrial output increased by nearly 14 
per cent (compared to the same period of 
1990). This, despite government caution, 
resumes the hectie pace of growth 
throughout much of the eighties- 
industrial output, in real terms, grew 
annually by 15 per cent between 1983 and 
1988. Furthermore, there have been 
excellent harvests in the last two years and. 
although there were heavy losses because 
of a lack of storage space, rural incomes 
in the more fertile areas have grown 
strongly. 

You can almo.st smell the growth, the 
electricity of breakneck economic change 
Guandong province, alongside Hong 
Kong, is as before in the lead, apparently 
irrepressible, despite all central efforts to 
curb it. The provincial output grew by 
over 21 per cent per year between 1983 and 
1988, and there was continued rapid 
growth even in the following two recession 
years. The long-term trend is dramatic—in 
the two decades to 1978, the average per 
capita provincial income of the non- 
agricultural population increased 0.7S per 
cent per year; in the decade after, by 7.7 
per cent per year. 
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The heart of the industrial growth is the 
cities, towns and villages of the twisted 
mass of waterways that constitute the 
Pearl River Delta, particularly between 
Guangzhou and Hong Kong. Some of the 
localities are nationally famous for the 
speed of their industrialisation—Shunde, 
Fonshan, Dongguan, with the decade-old 
brand new boom city of Shenzhen, the 
Special Economic Zone immediately next 
to Hong Kong. Rural prosperity and pea¬ 
sant savings have spread factories 
throughout the countryside. The villages 
seem to have been entirely rebuilt, with 
three-storey little palaces for the new rural 
rich. Some of the construction work spills 
over into party corruption—in mid-April, 
it was reported in China Daily that 759 
party officials had been accused of illegal¬ 
ly building private homes, 58 were 
sentenced on criminal charges and hun¬ 
dreds more .sacked. And in the cities and 
towns, the construction work is even more 
extensive—it seems as if they are being 
rebuilt before your eyes with high rise of¬ 
fices, apartments and the customary sym¬ 
bol of status, palatial hotels for overseas 
Chinese visitors returning in search of 
roots and with investible funds. 

What IS the basis for this extraordinary 
decade of growth? A key factor was the 
reform of the rich well-watered agriculture 
of the delta region, increased prices of 
agricultural produce, restoration of rural 
markets and the rural industrialisation 
programme encouraged by the govern¬ 
ment. A second has been the coincidence 
of three factors: first, Hong Kong’s rising 
wages along with strict immigration con¬ 
trols, which forced employers to search 
out new locations for the sort of manufac- 


Export-Led Market Capitalism 

Nigel Harris 


Market capitalism and foreign investment are all the rage in China 
for the moment, for they seem so superior to what went before. 
But this mood will not last indennitely. 
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tunng aepenamg on cneap uoour; »- 
cond, the long expansion of the United 
States economy with a radical dependence 
upon increasing manufactured imports, 
and, third, the Chinese government's 
deliberate encouragement of foreign in¬ 
vestment, creating a framework to give 
some assurance to foreign business that 
they could manufacture without facing 
expropnation or predatory taxation 
Hong Kong firms scrambled to reach col¬ 
laboration deals with Chinese corpora 
tions, setting up over ten thousand 
establishments, many of them processing 
and assembling exports I hey b^an in the 
Special Economic Zone, but almost 
simultaneously moved on lo other parts 
of the delta which might not enjoy the 
same publicly provided incentives, but 
where labour was even cheapci and local 
authorities desperate to be hospitable By 
1989, It IS estimated that operations in 
Guandong province producing for Hong 
Kong firms employed two and a-half 
million workers If we add to this the ad 
ditional jobs in manufacturing, construe 
non, infrastructure and other services 
which have been created as the result o‘ 
this, the piovince must hold the world 
record for job creation in the eighties 

1 he spiead of Hong Kong niamilactur 
mg has been conndcrabls assisted by the 
peiiilurlv decentralised system of govern 
inent that now opeiatcs in the piovincc, 
and the ferocious lompetiiion between 
local authorities to woo and capture 
foreign invcsinicnt I ocal govcinmeiil has 
considerable local lasing power and 
autonomy, thes have used it to improve 
highwass, land clearance and drainage, to 
build power plants lo escape the 
notonouslv erratic supply of jiowci to 
develop telephone communications, even 
to build ports, as well as elemcnij ot 
technical inliastruclure Since the com 
petition IS ,0 strong, thc\ have bent all ef 
forts t< lUi the buicaiici iin lestiictions 
on loreigii .nvesiitiC'i'i 11 speed up the 
processing ot applications and facilitai 
action (one company maintains n is far 
quicker now to invest m the delta than in 
free market Hong Kong) 

What do the companies make' it is the 
usual (fxport processing output- 
garments (especially knitwear), footwear, 
toys, luggage, sports bags and equipment, 
electronic consumer goods, prams, and 
from time to time, with the famous flex 
ibiliiy of Hong Kong firms to meet quick 
ly any exteinal demand, particular tem 
porary exports for example, latex gloves, 
plastic-covered bird cages, etc. These firms 
now produce about a third of the provin 
cial industrial output Much of it goes to 
the United States Thus, while Hong 
Kong’s manufacturing labour force has 
begun to decline in sire, its output of 
industrial goods has soared 
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As in otho’ cduntnei engaged in expon- 
piocessing, nearly tiO per cent of the 
labour force is women. Their average age 
IS 26, but more than 50 per cent are under 
the age of 22 Of the workers 90 per cent 
are said to be migrants from rural areas— 
there are possibly two or thiee million 
migrants in the delta from outside the pro¬ 
vince On the other hand, some 50,000 
Hong Kong ciiirens now work in the 
delta—managers, techniaans supervisors, 
buyers 15,000 vehicles cross the border 
daily, and about a fifth of Hong Kong’s 
currency is said to circulate in Guandong 

II 

How does this fast moving export led 
market capitalism fit ihe rigidities of a 
stale organised economy’ The one con 
(inually undermines the other, eroding the 
foundations of state control C onsider the 
workforce 1 he settled urban labour force 
of the fifties was registered and thus en 
titled to a mass ol privileges denied to the 
lurat maiorilv -access to urban schools 
state jobs at lived rates of pay with 
lifetime ecurity of employment, health 
insurance, disabiiitv and old age pensions, 
highly subsidised housing, food and 
clothing rations Vei v few were allowed to 
entci this minority apart from the children 
of existing members The rcgisicicd 
cili/ens now umsiitutc about 16 to 17 pei 
cent ol the population Prom the liltics 
lo the late seveniitv there was also tight 
cunirol ot migration to the cities and 
lioin the seventies the one child family 
policv was enloiccd stricih on urban 
couples I he demographic results can now 
bt seen -the median age of the rural 
population IS 21 md of the urban 26 
1 he lesulls ol tins complex ol measures 
entailed that whenever ihe c*ct>nomv 
expanded, thcie were likclv to be seveie 
‘hoitages ot urban labour, with iiane 
wage piessuic In the sixties, this was 
relieved bv the worker peasant’ system 
bringing into the cilv to do unskilled 
manual work young rural males toi strict 
Iv limited peiiods without including them 
in the privileges and pav ol the icgistercd 
urban labout force In Ihe eighties, the 
problem has been eased bv relocating 
urban manulacturing, or subcontracting 
It, to rural areas 1 his is part ol the basis 
for me rapid indusiriausalion ot parts of 
the couiitiyside—between Shanghai and 
Nanjing along the Viingi/e river in 
southern Jiangsu, in the area between 
Tianjin and the Shaidong Peninsula, in 
the Xiamen area of I-ujian and, of course, 
in the Pearl River Delta 

r rom 1978, the controls on migration 
have been cased Nonetheless, foreign 
businesses, looking for cheap labour for 
export processing, naturally opted to 
employ workers who were not entitled to 
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whether the locations were in urban or 
rural areas. Rural workm are not entitled 
to fixed wages, have few welfare entitle¬ 
ments or subsidies, output prices can be 
varied, there is a light burden of regula¬ 
tion and taxation (especially where local 
authondes arc competing to offer 
favours), more land, etc 1-ocal party 
cadres employ their power to favour enter¬ 
prises III their districts, to obtain for them 
cheap sues, supplies, low interest credit, 
taking a i ut for themselves along the way 
(hence the prolitcration of private man 
sions of partv officials) 

Nonetheless, the labour force (or the 
Pearl River induslnalisaiion is heavily 
migrant and therefore, in stri.t terms, 
illegal At least it is now ofhcially 
acknowledged—as Moating population’ 
Some estimates put the number of un¬ 
registered people in urban ( hina as high 
as ^0 million (others at one in five of the 
urban poimlalion) I here arc about 2 
million in Shanghai in the Pearl River 
Del'd, some estimates suggest two thirds 
of the population of Baoan ( ouniv lad 
jacent to the Shen/hen Sjyecial I conomic 
/one) IS unregislcted, a half in Ponshan, 
and up to 16 per cent in Donggu. n The 
unrcgistcicd niusi feed themseu.» fiom 
the open matket and house themselves 
privately, only the peasants can iiflicially 
build private houses, so it is r resumed 
they house the new workeis on the peri- 
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ficial Svhitc^ economy, there ecisU • grow¬ 
ing black—or at least, grey—labour 
market and a private housing market, the 
two coming to play an increasingly impor¬ 
tant role in the overall economy. 

Ill 

Hje four or five coastal enclaves of very 
high growth—of which the Pearl River 
Delta IS the most dynamic—aie not the 
vast expanse of China proper. The gap 
between the richer and poorer aieas of the 
country has widened dramatically m the 
eighties. In the second half of the decade, 
four of the leading provinces ((iuandong, 
Fujian, Zhejian and Jiangsu) increased 
their real output by about 140 per cent, 
or four times as much as the slowest grow¬ 
ing provinces. Not is anyone apparently 
adding up the cost of high growth, par¬ 
ticularly in the provision of infrastructure 
(especially high where factones are spread 
thinly in rural areas). Pew seem troubled 
by the possibly ttansitory character of 
expon-processing production or concern¬ 
ed to ensure that there is increasing 
domestic content in the output The 
govei nment complains that production is 
of low technology, and has now demar¬ 
cated 38 zones foi high technology 
nianulaciurc, ihcrc ate precious lew hi- 
tech operations in these zones Not too 
many people seem to realise that, by 
definition, export processing employs low 
technology precisely because it is depen¬ 
dent upon cheap labour. It is undoubtedly 
valuable in a poor country in turning un¬ 
skilled ruial woikers into a semi-skilled 
industrial labour foice, in tiaming 
managers, supervisors and technicians, 
especially in the skills of selling in a world 
market, but it cannot upgrade technically 
China's output. Indeed, contrarj to much 
opinion in China, foreign investment can¬ 
not save the country, only the C hincse can 
do that 

This is especially important since at the 
same time as co-operative and piivate 
manufacturing is growing, the state 
sector—employing a third ot the in¬ 
dustrial labour force—is floundering In 
1990, the profits of state enterprises tell 
by S8 per cent. At the last National 
People’s Congress, the prime minister 
reported that a third of the national 
budget was now devoted to keeping afloat 
the third of state enterprises which were 
‘sick* (to use the Indian term) and sub 
sidise urban food supplies Furthermore, 
the quality of output was often poor— 
for example, some say that only a quarter 
of the 66 million tonnes of steel produc¬ 
ed IS usable in modern manufacturing 
There is great overproduction in certain 
lectors, especially in heavy industry, the 


vui|;ui imunj «v uovivm nbwiitt* 

The old industrial economy, especially 
in-a city like Shanghai, is also now much 
afflicted by the increasing protectionism 
of provinces, counties and citii». China’s 
government is now unbelievably decen¬ 
tralised. The centre relinquished the right 
to raise taxes to key provinces—the pro¬ 
vincial government bargains over tlw size 
of a fixed annual payment to the centre, 
and keeps the rest of what it raises. This 
produces considerable anomalies— 
Guandong has been favoured so it pays 
to the centre only ten per cent of the 10 
billion yuan it raises, whereas Shanghai 
parts with three-quarters of its revenue (or 
lO.S billion yuan). Yet whatever the 
payments, the centre has run a growing 
budget deficit without the means to 
increase its revenue to cover it. Last year, 
in the draft Eighth Plan proposals, the 
centre tried to introduce some central 
taxes, but the provinces, led by Guandong, 
defeated it, just as they defeated Beijing’s 
attempt to restrict the growth of rural 
industry 

China has always been an archipelago 
of local economies with relatively litile in¬ 
teraction between them. Local isolation— 
and self-sufficiency—has been exag¬ 
gerated by the failure to invest in adequate 
inter-provincial and inter-urban transport 
links. But now the problem of fragmen¬ 
tation IS increasingly extreme There used 
to be a tendency to restrict tnter-provmcial 
trade in raw materials, but now the restric¬ 
tions are affecting manufactured goods— 
each province is attempting import 
substitution, to the severe loss of national 
manufacturing centres like Shanghai. 
Beijing has only very weak capacity to 
control the country now, a weakness com¬ 
pounded by what seems to be a stalemate 
between the leadership factions 

1 he provinces are now very powerful, 
particularly the coastal provinces, the 
mam beneficiaries of the new economic 
order. They maintain great pressure for 
continued reform, whatever the conser¬ 
vatives at the centre may think. The 
government might now decide that it is 
time to shift favours from Guandong and 
the south-west to Shanghai and the north¬ 
east and has offered a gigantic new 
development project at Pudong for a new 
Shanghai (shades of New Bombay I) and 
a new Shanghai stock exchange But the 
other provinces swiftly seized the 
opportunity—Shenzhen, without central 
permission, opened its own stock ex¬ 
change one day before Shanghai, and 
Guangzhou (capital of Guandong) and a 
number of other cities announced plans 
to open exchanges. Sheruhen also propos¬ 
ed that Speaal Economic Zones should 
have the right to issue their own currency, 
to control their foreign trade and have law- 


tual lovmignty. The mme gloomy com* 
mentators foresee a time when them cen¬ 
trifugal forces may pull the country apart, 
much as is occurring in the Soviet Union, 
with Hong Kong merging in an indepen¬ 
dent Guandong, Tkiwan m Ftijian, and 
Japan and South Korea in the north-east. 

FOr the leadership of the coastal pro¬ 
vinces, it seems, the condition of oon- 
.inued rapid growth is expanding reforms, 
moving increasingly towards a fiill market 
economy. Nobody can say it; there must 
be a facade of hypocrisy, but the war on 
this issue is already over. Whatever the 
centre says, Guandong apparently con¬ 
tinues regardless as it wishes. Even at the 
centre it is accepted that a private housing 
market must emerge, unprofitable plants 
must be closed, urban unemployment ac¬ 
cepted, subsidies ended and food prices 
freed; some are perhaps even thinking of 
privatisation. But the leadership moves 
very slowly, trapped between those who 
say what happened in June 1989 was due 
to an excess of reform, and those who 
argue it was the result of a failure to 
reform enough. 

Meanwhile, in the short term, there are 
ha/.aids. The Umted States economy is in 
recession, and its government threatens 
China with the removal ol trade pm ileges 
unless the trade deficit is eliminated. 
Hong Kong merchants are among the 
most nimble in the world, so they may 
find alternative outlets if the wont hap¬ 
pens Competition from garments made 
in Pakistan is another threat. But at least 
tourism IS back to normal after the great 
decline of 1989; 27 million people visited 
China last year. There are great problems 
III the short-term bunching of debt 
payments next year 

However, there are still grounds for op¬ 
timism about the economy. What is less 
promising is the political scene. Many 
ptHsple speak openly of their hostility to 
the regime, and some no doubt dream of 
an end to the monopoly of pobtical power 
in the hands ot the Communist I^y. The 
subjective basis tor what happened in 
June 1989 seems to be intact, and people 
await the opportunity to return to the 
same agenda. The central leadership is 
veiy old and cannot last indefinitely. 

Meanwhile, the fast moving forces of 
a market economy continually erode the 
sluggish rigidities of the old order. The 
reform programme will necessarily bring 
with it new forms of class struggle and 
new considerations of what sort of society 
China is to be. For the moment, market 
capitalism and foreign investment may be 
all the rage for they seem so superior to 
what went before, particularly the in¬ 
sanities of the Cultural Revolution. But 
that mood will not last inderinitely. 
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Working o£ State-Level Manufacturing 
Public Enterprises 

Promise and Performance 

T L Sankar 
R K Mishra 
R Nandagopal 

The manufacturing State-level public enterprises are operating in vital areas of the economy. Their efficiency 
and effective working would strengthen not only their functioning but also the gj^ctiveness of Slate governments 
as a whole. However, these enterprises suffer from many irtfirmities which call for suitable policy and operational 
reforms not merely at the State level but also at the enterprise level in each State. The structural reforms suggested 
in the paper could go a long way tn .helping them turn the corner. 


M ANlJFACrURINCi enterprises are a very 
faseiPating area to study in the domain of 
the State level public enterprises (SI.PEs). 
With the direct involvement of the various 
State governments in the industrialisation 
process of the country, such enterprises are 
being set up in increasing numbers by every 
Slate. The budget allocations provided for 
equity support for these entci prises have 
registered a phenomenal growth. However, 
their working has become a matter of great 
concetti to policy-makers in view of the non- 
fuHilmcnt of their objectives to a large 
extent. An intensive study is required to 
dissect this phenomenon and to suggest 
measures for the turn-around ol the manu¬ 
facturing SLPEs. We propose to investigate 
in this paper the genesis, growth, objectives, 
investment, financing, physical and finan- 
dal performance, and problems of these 
enterprises. The information contained in 
the paper has been collected Irom the data 
base on the SI.PLs set up by the Planning 
Commission and the Ninth Finance Com¬ 
mission at the Institute ol Public Enterprise. 

Gl Nt-MS. CjkUWlll AND OHIt I IIV1.S 

1'he manufactuimg SI.PEs have a long 
histoiy of working lo their credit. Even 
before independence the piincely states of 
Tfavancoie and Mysore had set up rubber, 
soap and oil lactones and ciiiouraged 
sericultuie. The success ol this direct 
intoivrntion encouraged the princely Stales 
of Rajapiitana, Jammu and Kashmir, 
Vijayanagaram and Hyderabad to set up 
more and more ol such units. After in¬ 
dependence and with the onset of the plan¬ 
ned eia It became obligatory on the States 
forming the Indian Union to participate in 
industrial letormalion and restructuring. 
Many States as a result ol this deliberate 
policy started setting up iiianulaciuring units 
in the middle of the I96(K Between 1955 and 
I9b', ISO manufacturing SI PLs were set up 
by the various States Ihe period I965 to 
1980 saw a gieat spurt in the number of and 
investment m these enterprises. It was m this 
period that the base of such units was widely 
diversilied from soaps, detergents, 
tericulturc, paper, mining, cement and sugar 
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units to light and heavy engineering, steel 
and scooters. Many such units were set up 
by the Industrial D^opment Corporations 
(IDCs) in Andhra Pradesh, Gujarat, Thmil 
Nadu, Maharashtra and Haryana to produce 
steel, paper, scooters and engineering items. 
It was during this period that the States in 
the north-cast set up manufacturing enter¬ 
prises to exploit the agro and forest ba.sed 
local resources while States such as Uttar 
Pradesh and Maharashtra started cement, 
fertiliser, textiles and sugar units as a part 
and parcel of their area development pio- 
grammes. The 1980s were a decade of con¬ 
solidation for these industries. During this 
period, manufacturing SLPEs have come up 
in Ihe area of electronics, drugs and phar¬ 


maceuticals, tdecoramumcations, beveraga 
and computers. The takeover of sick unitt 
has also added to the portfolio of PEs in thii 
decade as many State governments decided 
on socio-economic grounds on the acifuisi- 
tion of such units from the private sector. 
These units mostly include textile, tea, 
chemical and engineering enterprises taken 
over by the West Bengal, Maharashtra, 
Gujarat, Kerala and Tamil Nadu State 
governments. 

The number of these enterprises differ 
from State to State. Ikble 1 shows that the 
first three places went to Kerala, West Bengal 
and Karnataka which had 47, 24 and 21 
manufacturing SLPEs, respectively. Assam, 
Gujarat, Maharashtra, Rajasthan. Tkmil 


TABir 1: STATfc-wisr Disiribution or Manukactdring SLPEs 


State 

Total 
No of 
SLPEs 

A 

B 

C 

D 

E 

F 

G 

H 

1 Andhra Pradesh 

8 

4 

_ 

1 

2 

— 

1 

__ 


2 Arunachal Pradesh 


- 

— 

— 

- 

— 

— 

— 

— 

it Assam 

19 

6 

4 

4 

2 

1 

2 

_ 

— 

4 Bihar 

9 

1 

2 

1 

1 

2 

1 

1 

— 

5 Goa 

4 

2 

2 

— 

— 

— 

— 

— 

— 

6 Gujaral 

17 

4 

3 

1 

1 

— 


1 

7 

7. Haryana 

5 

2 

2 

— 

1 

— 

— 

— 

— 

8 Himachal Pradesh 

6 

I 

2 

— 

1 

— 

— 

— 

2 

9 Jammu and Kashmir 

7 

1 

— 

— 

1 

— 

— 

1 

4 

10 Karnaiaka 

21 

6 

1 

2 

2 

2 

1 

— 

7 

11 Kerala 

47 

7 

10 

3 

2 

3 

1 

1 

20 

12 Madhya Pradesh 

8 

1 

— 

1 

2 

— 

— 

— 

4 

n Maharashtra 

16 

1 

— 

6 

1 

I 

_ 

— 

7 

14 Manipur 

2 

- 

I 


— 

— 

1 

— 

— 

IS Meghalaya 

4 

— 

— 

— 

1 

— 

— 

1 

2 

16 Mi/oram 

— 

— 


— 

— 


— 

— 

— 

17 Nagaland 

1 

— 

— 

— 

— 


1 


* 

18 Orissa 

6 

— 

2 

2 

1 

— 

— 

— 

1 

19 Punjab 

1 

— 


_ 

— 

— 

— 

— 

1 

20 Rajasthan 

15 

2 

1 

— 

2 

* 

1 

— 

9 

21 Tamil Nadu 

15 

3 

1 

2 

1 

- 

2 

1 

5 

22 THpura 

1 

— 

— 

— 

— 

-- 


— 

I 

23 .Uttar Pradesh 

14 

— 

4 

4 

1 

1 

3 

1 

— 

24 West Bengal 

24 

8 

4 

3 

I 

2 

1 

— 

5 

Toul 

250 

49 

39 

30 

23 

12 

15 

7 

75 


Notes ■■ A - Engineering, B - Electronics, C - Ibitiles, D - Mining, E - Drugs and Chemicals, 
P - Sugar, G - Cement, and H - Others. 

Source. Database on SLPEs, Institute of Public Enterprise, Hyderabad. 
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NMiu «M utur mci«sit followed with 19, 
17,16^ 15, IS and 14 enterprises, respectively. 
These States took upon themselves the ‘en¬ 
trepreneurial nU more enthusiastically than 
the other States. The need for filling up the 
entrepreneurial void was self-evident in the 
case of some States such as West Bengal and 
Kerala, where private sector has remained 
shy in venturing to set up manufacturing 
units. It is very important to note that out 
of 754 SLPEs in the country in the manufac¬ 
turing, trading and rervice, finance, promo¬ 
tional and welfare sectors, manufacturing 
SLPEs topped the list with 2S0 enterprises, 
followed 1^ 236 promotional, 121 trading 
and service, 93 welfare and 54 finance 
SLPEs. Ikble I shows that engineering and 
electronics enterprises dominated the overall 
manufacturing SLPEs scene in the country 

The objectives of the SLPEs vary from 
State to State. The objectives have also 
undergone changes over a period of time. 
However, the broad objectives of these enter¬ 
prises are aimed at (i) filling up the en¬ 
trepreneurial gap caused by the private sec¬ 
tor in the various States; (ii) undertaking 
capital-intensive and risk-prone industrial 
activity; (iii) supplementing and supplanting 
the efforts of the private sector in the 
industrial development of the States; 

(iv) exploiting technological advantage m 
favour of States in areas of high-tech base; 

(v) operating monopoly business in the .state 
sector, and (vi) generating .surplus foi the 
planned development of the states and for 
their own growth. 

INVF..STMENT ANO FlNANC INC. 

As on March 31. 1987, 2S0 manufactur¬ 
ing SLPEs had an investment of about 
Rs 3,837 crorc. Table 2 shows that the invest 
ment in these enterprises'more than doubled 
during the six-year span of the study. 
Excepting West Bengal and Uttar Pradesh, 
the investment in other States has shown 
higher-than-average growth. 

The ground rule for the investment pat¬ 
tern in manufacturing enterprises initially 
specified by the Central government and 
subsequently followed by State governments 
is a debt-equity mix of 1:1. This is based on 
the consideration that such enterprises en¬ 
tail huge capital investments, longei gesta¬ 
tion period, stable turnover and rapid ob¬ 
solescence of technology. There have been 
variatioas in this ground rule insofar as fer¬ 
tiliser and paper units are concerned as they 
require capital in mega proportions. Finance 
th^es point out that these enterprises need 
to follow the source-cum-.stage-based ap¬ 
proach under which the financing is linked 
to the stage of operation of an enterprise. 
In the gestation period, these enterprises 
should be financed by equity. In operation, 
they should be financed by debt. In expan¬ 
sionary phase; these enterprises should be 
financed by part debt and part equity as, oh 
tjie one hand, the ongoing activities would 
be in thnr normal run and the erection and 
construction would take place for expansion. 


on the other, unce the releases oi tunas are 
negotiated the flow should be as per 
schedule. Tables 2 and 3 give the data on in¬ 
vestment and financing of these enterprises. 

It may be observed from Ihble 2 that 
Karnataka, Andhra Pradesh and Uttar 
Pradesh shared the top three places in terms 
of investment in the manufacturing SLPEs. 
It is worth noting in this context that huge 
investment in a couple of enterprises gave 
them this honour. In the case of Karnataka, 
the investment in Mysore Paper Mills and 
Visveswaraya Iron and Steel amounted to 
Rs 230 crore and Rs 165 crore respectively. 
The Singareni Collieries Company in 
Andhra Pradesh had an investment of 
Rs 440 crore. In Uitar Pradesh, the invest¬ 
ment in its Sugar Corporation turned out 
to be Rs 247 crore We may mention here 
that the top five manufacturing SLPEs in 
terms of investment in the country included 
Singareni Collieries Company, UP State 
Sugar Corporation, Tamilnadu Newsprint 
and Papers, Mysore Paper Mills, and 
Durgapur Projects (Rs 187 crore). The in¬ 
vestment in these enterprises worked out to 
nearly 40 per cent of the total investment in 
the manufacturing SLPEs in 1986-87. 

Table 3 shows that the debt-equity ratio 
in different States varies very widely. But 
generally within the States the debt-equity 
ratio followed a steady patten over the 
years. When the enterprises in the manufac¬ 
turing sector do well financially, they would 
be in a position to raise institutional finances 
and tap other budgetary sources and increase 
the debt component. The presence of a 
higher debt-equity ratio in Andhra Pradesh, 
Karnataka, Gujarat and Maharashtra could 


M asertoea to tiwrereasona. ni net, some 
of the laige SLPEs tike Singmeni Collieries 
and Hyderabad Allwyn in Andhra ^adesh 
have obtained external debt assistance in 
large measure. However, in the case of West 
Bengal the increasing debt-equity ratio 
appears to reflect more the tendency to 
capitalise the accumulated losses as debt in 
the organisations. It is worth noting that 
lack of proper policy towards the financial 
structuring of the organisation in different 
States IS a matter of serious concern. On the 
whole, for all the enterprises taken together 
equity fell short of the 1:1 norm in States 
such as Andhra Pradesh, Rajasthan, Assam, 
Orissa, Haryana, Punjab, Tamil Nadu, 
Karnataka, Keiala, Madhya Pradesh and 
Maharashtra. This constituted a departure 
from the well established practices of design¬ 
ing the capital structure as it failed to pro¬ 
vide the financial incentive to undertakings 
to earn profits. When more than half of the 
enterprises were either incurring cash losses 
or had receding net worth, it was inap 
propriate for these enterprises to have an 
excessively high debt-equity ratio. The finan¬ 
cing piactices in the enterprises under 
reference reveal a couple of interesting 
dimensions. These enterprises had depend¬ 
ed, by and large, on the State gove; uments 
for both debt and equity support. The finan¬ 
cing through current credit formed a very 
negligible proportion (say. less than 10 per 
cent). Only in the case of a few enterprises 
fixed deposits were invited from public. The 
foreign participation in the equity capital 
similarly was limited to some hi-tech enter¬ 
prises such as Hyderabad Allwyn, Mandya 
Paper Mills, Tamilnadu Newsprint and 


^ Mill 2: Caimim Invisimim in Manuiai u.rinc Sl.Phs 

(Ks in lakh) 


SI Stale 

No 

1981-82 

1982 83 

1983-84 

1984-85 

1985-86 

1986-87 

1 Andhra Pradesh 

27943 

36418 

49620 

51446 

50203 

58383 

2 Assam 

3964 

4957 

5719 

7%3 

11004 

13159 

3 Bihar 

6197 

9178 

11519 

13039 

178.39 

NA 

4 Cioa 

165 

891 

10451 

12958 

11658 

19193 

5 Ciujarai 

4208 

5910 

7508 

10713 

19585 

19584 

6 Haryana 

750 

880 

910 

940 

980 

1068 

7 Himachal Pradesh 

829 

938 

981 

UKIX 

1140 

1271 

8 Jammu and Kashmir 

2929 

3381 

4581 

5808 

6453 

7549 

9 Karnataka 

44890 

47748 

50440 

52271 

54118 

60529 

lU Kerala 

27016 

33430 

.39789 

42447 

44698 

46605 

Ii Madhya I’radesh 

1840 

1920 

2140 

2860 

3240 

3870 

12 Maharasluia 

5840 

6077 

6251 

7952 

6795 

7861 

l.l Manipur 

394 

410 

465 

520 

580 

627 

(4 Meghalaya 

920 

970 

1040 

1210 

1485 

1726 

15 Nagaland 

294 

328 

360 

384 

420 

496 

16 Orissa 

7944 

9270 

10717 

12853 

14261 

15244 

17 Punjab 

74 

80 

84 

91 

98 

113 

18 Rajasthan 

3100 

3933 

4630 

4977 

5676 

5743 

19 Tamil Nadu 

15662 

16024 

36755* 

40014 

41643 

45514 

20 Tripura 

910 

980 

1060 

1140 

1310 

1515 

21 Uttar Pradesh 

21505 

28051 

34820 

39946 

45302 

49575 

22 West Bengal 

17840 

24182 

27208 

30202 

32856 

37654 

Total 

195214 

235956 

307048 

340742 

371344 

397279 


•Ii 


Note. * The investment in the manufacturing SLPEs of lltmil Nadu skyrocketed in the year 1983-84 
due to investment in the Dunilnadu Newsprint and Paper Mills. 

Source. Database on SLPEs, Institute of Public Enterpnse, Hyderabad. 
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Phpen atxl New Covernmcnt Electric Fac¬ 
tory. Again, some of these enterprises which 
earlier belonged to private entrepreneurs had 
preference share capital which constituted a 
very small proportion of their share capital. 
Since most of these enterprises were finan¬ 
cially not viable, even the debt funds had to 
come only from the State governments. The 
manufacturing SLPEs in the north-east were 
exceptions as the Central government funded 
|he debt component of these enterprises 
largely. 

Physk At AND Financ ial PfcRFORMANCE 

1 he turnover to investment ratio, the 
capacity utilisation, product rejection rate 
and project implementation schedules could 
be some indicators helpful in measuring the 
physical performance of the manufacturing 
SLPEs. However, it has not been possible 
to collect systematically information on 
them 

1 he capacity utilisation was low by all 
standards. It fluctuated between 23 and SO 
per cent in most of the States. The reasons 
adduietf foi low capacity utilisation include 
lack of balancing facilities, inept site selec¬ 
tion, energy shortages, sub-standard plant 
and ctiuipmcnt, transport bottlenecks, 
inadequate technical personnel, lack of in- 
fra.stiuctuie, market failures, demotivated 
personnel, absence of an appropriate 
mechanism to enforce a strong marketing 
drive, failure of maikct and lack of vision 
regarding diversification on the pan ol the 
top management of these enterprises. 

Ii IS difncult to fix the optimal rate of 
retuin foi the manufacturing SLPEs as the 
products manufactured by these enterprises 
covet a wide spectrum ol goods from con- 
turner durables to electrical equipment, and 
engineering goods to consumer products like 
soaps, detergents, textiles. In the private sec¬ 
tor, the average rale ol leiurn of these in¬ 
dustries varies widely as the risks involved 
in each sub-category of industry is different. 
For example, electrical industries which tend 
to be highly profitable are associated with 
high risk ol their tuimng out to be loss- 
making il they do not upgrade the tech¬ 
nology 01 keep their market prices com¬ 
petitive. The cement, sugar, textiles industries 
have a low profitability but have less risk and 
greatei possibility of consistent perfor¬ 
mance A study of the profitability of manu- 
factuiing enterprises in the public sector pro¬ 
ves that such expectations arc real. There arc 
units with highly profitable potential and 
there are many more with very low pro¬ 
fitability. This IS not surprising as many of 
the Sl.Pbs in the manufacturing sector were 
originally profit-making industries which 
became sick and were taken over as sick 
industries. 

Secondly, some of the SLPEs under the 
manufacturing category started off with 
congenial disabilities as they were located in 
mappropriate places and were provided with 
technologies which were outdated. Some 
were supplied with sizes which arc sub- 
eiKimal Furthermore, in this sector, rhere 


are a number of enterprises which have not 
gone into fiiU product!^ and ovetcome their 
initial teething problems. Given these varia¬ 
tions, it would be improper to suggest a rate 
of return on the basis of observed situations. 
It appears proper to suggest the optimal rate 
of return that one sees in the private sector. 
Normally in various price fixations by the 
Bureau of Industrial Costs and Prices, the 
rate of return is taken as 12 to IS per cent 
on the net assets. Ihking this one would ac¬ 
cept that the current rate of return for long¬ 
term loans would be about 12 per cent. It 
follows from the above that the minimum 
rate of return could be fixed at 12 per cent 
before payment of interest and taxes, it is 
worth noting that the central public enter¬ 
prises as a whole are able to show a rate of 
return on capital employed of a little over 


12 per cent consistently fhim 19S0. 

The financial perfimiuutce of these ente^ 
prises has become very critical in view of the 
budgetary deficits of the State governments. 
These enterprises have been called upon to 
contribute their might to filling the kitty of 
the State governments. They also need to 
mobilise finances for their own growth. 
Ihble 4 gives the data on the financitd per¬ 
formance of these enterprises. have taken 
the profit before interest and taxes (PBIT) 
to investment as the indicator of financial 
performance 

The rate of return in the manufacturing 
SLPEs in each State is given in Ihble 4 for 
the years 1981-82 to 1986-87. The table in¬ 
dicates that the performance of the SLPEs 
in the manufacturing sectors for, reasons 
which we have set out already, is uniform 


TsiiitJ. Ui Hi-t-(.ii in Rmiosdi Mxniii iijRiNt. SLPEs 


SI State 

No 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

I Andhra Pradesh 

2.45 

2.80 

2.00 

2.95 

2.25 

2.09 

2 Bihar 

0.37 

1.42 

142 

1.42 

142 

NA 

3 Goa 

125 

1.44 

1.21 

1.28 

0.58 

NA 

4 Gujarat 

2.09 

2 50 

2.23 

2.% 

1.61 

1.61 

3 Himachal Pradesh 

1 19 

0.58 

0.58 

0.48 

0.50 

NA 

6 Jammu and kashmir 

NA 

1.62 

0.27 

0.24 

0 53 

0.53 

7 Karnataka 

4 08 

4.24 

2.29 

2.33 

0.25 

2..59 

8 Kerala 

1 75 

1.95 

2.11 

1.52 

1.61 

1.72 

9 Madhsa Pradesh 

NA 

0.57 

0 33 

0.3^ 

0.33 

0 33 

10 Maharashtra 

097 

128 

142 

1.29 

2.44 

2 28 

II Manipur 

NA 

NA 

on 

0.09 

0.09 

009 

12 Nagaland 

1 73 

1 73 

0 53 

NA 

NA 

NA 

13 Orissa 

177 

095 

2.28 

2.14 

196 

167 

14 Punjab 

0 55 

1.01 

1.03 

1.08 

NA 

NA 

1.3 Rajasthan 

0 62 

0 94 

098 

1.06 

1 .31 

1 36 

16 Tamil Nadu 

1 87 

0.93 

0 62 

1 52 

1 66 

1.28 

17 liipuia 

NA 

NA 

NA 

NA 

I.OI 

NA 

18 lltiai Pradesh 

0.76 

0 75 

094 

0.99 

1 02 

0 81 

19 West Bengal 

4 76 

4.81 

5 24 

4 97 

6 57 

5 34 

Source. Database on SI PEs, 

Insliuiti' ol 

' Public Eiuerpiise, Hyderabad 
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(Per ti'ni) 

State 

1981-82 

1982-83 

1983-84 

1984 85 

1985 86 

1986-87 

1 Andhia Pradesh 

1002 

0.74 

312 

1 78 

17 79 

15 29 

2 Bihar 

1192 

2.54 

- 2.54 

- 2.54 

2 54 

2 54 

3 Goa 

5.89 

7.95 

10.75 

35.07 

49,11 

49 II 

4 Gujaiai 

8.33 

2.23 

141 

1.20 

- 3 62 

.3 62 

S Himachal Pradesh 

- 0 32 

0.32 

047 

0.38 

1 52 

1.52 

6 Jammu and Kashmir 

NA 

NA 

0.45 

16.56 

4 70 

4.70 

7 Karnataka 

4.65 

-3.% 

-2.59 

-0.28 

0 78 

2 49 

8 Kerala 

3 71 

0.16 

0.22 

3.03 

0 35 

0.28 

9 Madhya Pradesh 

NA 

5.68 

S.4I 

5.41 

5 41 

5.41 

10 Maharashtra 

4.04 

3 92 

0.32 

0.12 

094 

- 0.05 

11 Nagaland 

• 20.61 

- 17.44 

- 3.81 

NA 

NA 

NA 

12 Orissa 

2 85 

5.23 

, 3.53 

3.93 

5 68 

3.71 

13 Punjab 

0.72 

3.39 

-3.98 

-1.26 

NA 

NA 

14 Rajasthan 

1..32 

12 26 

25.31 

0.35 

-3.48 

-.3.48 

IS Tamil Nadu 

5.02 

-2.72 

146 

006 

4.54 

2.25 

16 Tripura 

NA 

• NA 

NA 

NA 

5.69 

5.69 

17 Uttar Pradesh 

-0.24 

4.35 

-3.61 

-3.13 

0.70 

1.83 

18 West Bengal 

-1.07 

0.92 

-5.62 

-1.14 

-0.17 

-0.02 

19 Meghalaya 

- 1.76 

0.55 

-1.52 

-0.84 

-0.84 

-0.84 

Average 

-0.53 

0.37 

0.87 

2.12 

3.90 

3.72 


Source: Database on SLPEs, Institute of Public Enterprise Hyderabad. 
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neitKer Within the Statt ttor at between 
Stat«. Within each State the lierfonnanix 
fluctuates very wideiy in diffoent yean, may 
be due to one or two major manufacturing 
industries performing very well or very badly 
in particular yean and their performance 
over-shadowing the performance of other 
units. 

In Goa, the manufacturing industry being 
only one^ the performance was positive for 
all the years and increasing steadily. In 
Madhya Pradesh it was positive at a modest 
level of 5.41 per cent. Moreover, it was far 
below the target of 12 per cent which was 
assumed as a reasonabte rate of return for 
the State. In cxrtain States this average of 
12 per cent was reached in particular years 
but was not kept up, e g, Rajasthan. But it 
is depressing to note that the manufactur¬ 
ing SLPEs’ performance was very bad in 
some years in certain States such as Bihar, 
UP and Wst Bengal. The average for all the 
SLPEs in the manufacturing sector for the 
country as a whole was far below 12 per cent 
varying from (-) 0.5 per cent to (+) 3.9 per ’ 
cent during the various years of the 
study.The reasons for this need an in-depth 
analysis, but it would appear that while the 
State governments took entrepreneurial deci¬ 
sions to set up manufacturing industries to 
go by their productive capability, their 
capability to implement such decisions was 
poor and they had only achieved in getting 
a lot of manufacturing industries which had 
not performed, as well as similar industries 
in non-eovernment .sectors. 

It is evident from the study that the 
manufacturing SLPEs did not pay any heed 
to business prudence and commercial work¬ 
ing. The working capital in these enterprises 
exceed 6 to 8 months' requirements of pio 
duction and turnover which hints at the poor 
cash management in these enterprises. The 
accumulated deficits to paid-up capital ratio 
points out that in most of the States the 
situation had crossed the danger mark. 
Excepting some mining and mineral enter¬ 
prises in Rajasthan, Madhya Pradesh and 
Maharashtra and a couple of enterprises in 
the electronics and telecommunication sec¬ 
tors in some States, viz, Uttar Pradesh, 
Kerala and Gujarat, most of the enterprises 
had wiped out their paid-up capital. The 
profitability in many cases was di.scourag- 
ing even at the gross margin levels. The 
optimal rate of return for these enterprises 
is 12 per cent per annum on their investment, 
liible 4 shows that the rate of return before 
interest and taxes in the manufacturing 
SLPEs averaged 1.74 per cent during the 
period 1981-82 to 1986-87. In the SLPEs in 
Goa the best average rate of return was 25.31 
per cent which was well above the optimal 
rate of return. This shows that there was 
tremendous scope for the SLPEs to boost 
their profitability. This is supported by the 
fact that the overall rate of return for ail the 
manufacturing SLPEs during the period 
1981-82 to 1986-87 never exceeded 4 ner cent. 

The categorisation of manufacturing 
SLPEs as profit-making, mixed perfor- 


RMuice and continuemsiy lou-omkiiv enter¬ 
prises shows that out of 250 nidi enterprises, 
33 earned profits continuously, 80 had given 
mixed performance (i e, their financial posi¬ 
tion changed from profit to loss and vice ver¬ 
sa), and 137 incurr^ losses without fail. The 
continuously profit-making enterprises 
included Hyderabad Allwyn, New Govern¬ 
ment Electricity Factory, Gujarat Com¬ 
munications Systems, and few enterprises 
from the Keltron and Uptron groups. These 
enterprises operated in competitive and 
hi-tech fields. They had a great amount of 
clarity about their corporate mission and ob¬ 
ject ives. The mi;«d performance enterprises 
were operating in the field of textiles, 
minerals, sugar and steels. The fluctuation 
in the demand of their products and changes 
in the policies of the controlling State 
governments influenced their financial 
results from one of profit to losses and vice 
versa. For example, the textile mills which 
made losses as taken-over units started 
turning the corner in the closing years of the 
study due to boom in the textiles market. 
Similarly, the enterpri.ses in minerals sector 
earned profits or incurred losses depending 
upon the prices negotiated for export orders. 
The continuously losing enterprises includ¬ 
ed jute mills, engineering firms and chemical 
units. The top five chronic losers in 1986-87 
included Visveswaraya Iron and Steel 
(Ks 139 crorc), UP State Sugar Corporations 
(Rs 122 crore), Durgapur Projects (Rs 62 
crore), Kerala Minerals and Metals (Rs 4S 
crote), and Durgapur Chemicals (Rs 43 
crore). 

Table S, besides depicting the manufac¬ 
turing SLPEs in the three categories men¬ 


tioned eariiei; shorn 

cumulated losses to caplnd invested in these 
enterprises across the various States. The 
losses were as high as 656 per cent in 
Himachal Pradesh (the major culprit being 
Mahan Fbundry), 240 per cent in Kerala, 240 
per cent in IVipura (the jute mills being the 
major irritant) and 201 per cent in West 
Bengal. Ikble 5 clearly points out that the 
topmost priority needs to be given to the 
turn-around of the loss making enterprises. 
Such of these enterprises which could not 
be turned-around should be closed down at 
the first opportunity. To consolidate the 
gains further, efforts should be initialed to 
shift the mixed performance enterprises to 
the category of profit-making enterprisn 
through appropriate short- and long-term 
reforms. These may include measures rang¬ 
ing from the introduction of the Memoran¬ 
dum of Understanding to the stabilisation 
of output plans. 

Problems 

All these enterprises had pre-natal and 
post-natal problems. Their pre-natal pio- 
blems mainly related to project manage¬ 
ment. In many cases site selection itself 
emerged as the major problem. In certain 
other cases wrong demand analysis tunu'd 
out to be the key contributory factoi 'c 
losses. Defective plant and machinery 
hindeted the working of many enterprises. 
In some cases the selection of inappropriate 
technology constituted the main limitation. 
Time and cost overruns as evidenced by 
sums tied up in their capital works-in- 
progress were frequent. The case of 


Table 5; FiNANriAi, Performance of Manuiactiirinc SLPEs 


Slate 

Profit- 

Making 

Enterprises 

Mi.xcd 

Pcrlormancc 

Enterprises 

Loss- 

Making 

Enterprises 

Accumulated 
losses 10 
f^id-Lip 
Capital 
(in Per Cent) 

Andhra Pradesh 

2 

y 

3 

73 

Assam 


7 

7 

85 

Bihar 


2 

8 

70 

i lO'l 

3 

— 

1 

20 

Gujarat 

2 

8 

7 

32 

Haryana 

I 

2 

2 

72 

Himachal Pradesh 


1 

5 

65h 

Jammu and Kashmii 

_ 

•y 

4. 

4 

4.3 

Karnataka 

5 

y 

7 

72 

Kerala 

5 

17 

25 

240 

Maharashtra 

— 

3 

3 

142 

Manipur 

— 

3 

3 

56 

Meghalaya 

_ 

1 

3 

40 

Madhya Pradesh 

— 

3 

s 

14 

Nagaland 

— 

— 

1 

85 

Orissa 

1 

2 

2 

120 

Punjab 

— 

- 

1 

10 

Rajasthan 

2 

5 

8 

75 

Tamil Nadu 

4 

5 

6 

18 

Tripura 

— 

— 

1 

240 

Uttar Pradesh 

6 

4 

4 

95 

West Bengal 

Total 

2 

33 

3 

80 

22 

137 

201 


SouKT. Database on SLPEs, Institute of Public Enterprise. Hyderabad; 
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Karnataka Soaps and Detergents, formed in 
1980 to takeover the departmental units at 
a consideration of Rs 27 07 crore cor¬ 
roborates this analysis Due to delay in tak 
inf a decision about implementation of 
expansion project, there was a cost overrun 
of Rs ^ 08 cfore, representing about 100 per 
ccrH>of the initial estimated cost, including 
Rs 142 crore (56 25 per cent) towards 
increase in the cost of plant and machineiv, 
although there was no significant change in 
the scope of the capabilities o( various 
equipment After commissioning of the soap 
expansion project m 1984 85 at a cost ol 
Rs 17 28 crore (up to 1983 84) laising the in 
stalled capacity to 26,000 tonnes pci annum, 
the actual production was only 25 2 per cent 
in 1984 85 and 37 4 pci cent in 198' 86 
Shortlall in utilisation ol installed capacity 
was partly due to non commissioning ol 
soap drying and finishing lines tor tianslu 
cent soap and maiblisod soap In cieys ol 
marketing constraints and severe con peti 
tion, the company could acliie'vc pioduclion 
to the extent ol 42 to S3 per cent ol the 
targets during the live years up to 1985 86 
The production in deteigcnt pi ml lonnnis 
sioned in 1976 which was restricted to match 
the off take in the maikct ranged trom Is 3 
percent to746ix,i cent dining the liycvcaic 
up to 1985 86 I urthcr as noted cailici 
many of the taken os 11 sic k units i ould not 
be turned around and consequently they 
kept on adding to the losses ol SI IT s in the 
sector under leterence 

Ihc post natal problems itvolved around 
the operational delicitncies in these entci 
prises which included lack ol systems and 
procedures yyith regard to the purchase and 
upkeep of materials recruitment promotion 
and motivation ol personnel lormulation 
of suitable credit collection and cash 
management policies and choice ol appio 
pnatc product mix I he marketing function 
was not accorded i suitable status in these 
enterprises As a matter ol lad maiketing 
had all the attributes ol selling and con 
tinued to lack the elements ol dynamism in 
toto These enterprises also wcatheied storms 
on the interlace relationship with the St I’e 
and ( cntial goveriinicnts suppliers and eon 
sumeis Thev were subjected to rigorous 
public sciutiny liiither they did not do 
much to transform their supervisory and 
managerial personnel through training and 
management development The manage 
meni information systems in these enter 
prises did not take into account the inter 
nal and external Requirements Under these 
ciicumstanees it is not surprising to note that 
strategic management and corporate plan 
ning remained merely pious hopes These 
enterprises never looked hack to their pro 
flics of activities which in many cases 
resulted in them adding on innumerable but 
little useful work 

[ (ONtlUMON 

T he manutacturing SL PI s are operating 
m vital art as of the economy 1 heir efficgipn 
cy and effective working would strengthen 


not only thetr functioning but also the et- 
fectiveness of Sute governments as a whole. 
However, these enterpnses suffer from many 
infirmities which could be rectified by 
suitable policy and operational reforms not 


merely at the State level but also at the enter¬ 
prise level in each State The structural 
reforms suggested in the paper are expected 
to go a long way in helping them turning the 
corner 
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How Competitive Is BHEL? 

imiv Lodum 

Ttun are several factors which must be taken into account while considering the competitiveness of an in 
dustrial product, such as for msUtnce the existing market conditions for the product, the quality of the equipment 
and Its performance in service. In the field of power generation the products of the public sector Bharat Heavy 
Electricals (BHEL) compete with equipment from international manqfacturers How do they fare in terms of 
price, quality and performance? 


CX}MPETITIVENESS is a relative concept 
A firm’s competitiveness cannoi be judged 
in certain products without a proper 
understanding of the operations of its rival 
firms as well lb put it difterently, we have 
to understand the rules of the game of the 
maricet for those products Hence in the first 
part of this article we discuss the nature of 
the market for heavy electrical equipment 
In the second section we show that BHCl’s 
products aie competitive in both price terms 
and in terms of lechmcal parameters In the 
third section we compare the performance 
of equipment supplied by BHFI to that of 
imported equipment in India 

I 

Natun* of Market 

The salient icatures of the market for 
heavy electrical equipment mav be describ 
ed as follows 

(i) A customer's decision to buy a pai 
iicular piece of equipment not ut ly 
depends on its price and qualitv but 
also on the suitabilitv ol the equip 
mem’ foi his system thcespericnu that 
the manufacturers of the heavy clu 
trtcal equipment have on similar work 
and the relation between the ciistomei 
and the maqutactuicrs' 

(ii) Every customer has his own lationile 
for evaluating a tender 

(ill) The price of a heavy electrical equip 
meni “in fact is a package which in 
eludes many non price elements such is 
speed of delivers credit tei ms ease of 
oidcring and qualify of after siles 
service” ’ 


(v) Any comparison of price is “true only 
for the product at the time ol the pur 
chase in the country undet the set of 
condittons ' 

(vi) There is a large excess capacity in the 
world and mans of the firms follow 
marginal cost firicing strategy 

I rom the above ii is clear that il we want 
to discuss the competitiveness ol BH£l s 
products we h ive to analyse the global tender 
so that we can (i) first compare the lechmcal 
parameters of BHl I s products ws a vrs its 
competitors and (ii) the price quoted by 
BHf I and its competitors It should also 
be noicu that since many firms the world 
oser follow marginal cost pricing strategy 
they would no be making profit in the pro 
due' at the price thes quote in global tenders 
So even if BHl 1 niake‘ losses at the price 
It quotes in the ghbtl teridet it could still 
be LOmpclitivc We will show in i oclc 
that BHL I his tiilici mtdc profit or very 
small loss at the competitive price f in ills 
to ludgc Bill 1 s c impclitivcness it is 
ncccssiry K umpire BHl 1 s equipment 
with inipoiled OIK 

II 

( i>ni|>« titisi nr ss of BlihLs 
Pniflur ts 

Wc will t\ imiiie Ins question in the ease 
ol two ma|oi piocliiets e>l Bill 1 2U) M\k 


turbo gencratoi (Rr) sets and 210 Mtk 
boiler Wc divide this seetinn in two pails 
(a) analysis of Singrauli and Korha tenders 
Here we compare the piicc and the technical 
parameters of the pieiduei ol BHl 1 with 
that ol competing firms and (b) analva of 
cost data of larakka pioiect IBHII won 
ill these tenders—orieiiial document e sen 
in the ippendires) 

ANSiysisDl Siv I Mil r l> K KU\ 
n s i ( 

lor Singrauli pioiecI iheti wci onl\ two 
companicf. BHl I (liidu) riid \1U|ui 
(laptn) paitieipaliiii in the leiilei I <i ’’10 
MVV boiler Ahile Mniiii qiiocJ R' ‘'2''0 
eroie BHll enioicci onlv Ks V4fiiroe 
I hus RHl I quoted a price which vv s I ss 
lhaii the price quoted Iw the onlv eoi i| or 
by Rs IM emre In llic c isc *1 the ’’lo MW 
7Ci pickage in the same Sintiui’i tend r 
while Hitachi quoted K I S i ii lost iba 
Rs I" 4t clole I ll|i Rs 24 OO e o BHF L 
quoted inlv Rs 10 ^rore Heu also BHl L 
clid iioi use the 1 pet tent price piefeienee 
as iilible to the domestic pioducn 11 lt>\ 
tender If BHl I had util scd this 15 pci cut 
price prclcreiiee they w > ild hive ijuoted 
Rs 114 crore (i e the lowest price quoted 
iiuiie tciidei Rs’’904 rc re pill l^percmt 
piiee prelenneci II is not elcai wh BHll 
quoted such low price I i both boilei Old 
T(. selsbeciusc o I n i techi'icll spe lie i 



(iv) There is no eonliiiuous price informa 
tion available for heavy electrical equip 

Avel let dills entrev 
genei ilioii h\ 11 l 

1 81 

I’rqi 

IS M 

16 47 

iiawiii 111 tiauv 
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Steam Generator Package 



211) MW K 1*, 

k ICC 


Hitachi 


BHEI 

Mittui 


BHll 

1 U|l 

Ic shiba 

Efficiency at 



Heat Kale iKcii kwhl 





too per cent load 

87 49 

88 9 

at ItX) pci cent 

2024 1 

20” 

2011 

1050 

80 per cent load 

88 02 

891 

at 80 per ceiil 

2055 S 

2060 

’>011 

20’5 

Output 

700 

700 

Average 

2119 9 

2041 s 

201 

’Otal 

Commencement of 



Commencement ot trial 





total operation 



operat on foi 





Unit 1 

157 

156 

Unit 1 

154 

170 

155 

157 

Unit II 

183 

182 

Unit II 

180 

19(1 

182 

181 

Unit III 

209 

20* 

Unit III 

205 

222 

209 

209 


for the Smgnuh temler, see Appendix 1 
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tions are cotKoned BHEL's producti appear 
to be as good as that of other firms. This 
is clear from Ihble I. It is cimtr that BHEL’s 
boiler is technically as good as that of 
Mitjui. In the 210 MW TO package also 
BHEL’s sets are comparable to the other sets. 

In the tender for Korba which BHEL 
won, it was the only Erm participating in 
rhf Wider for boilers. For 210 MW TO set 
AN’SALDO was the only competitor. While 
ANSALDO quoted Rs 60.81S crore. BHEL 
quoted only Rs 39.42 crore Thus here also 
BHEL quoted a price much lower than that 
of the competitor (the Korba tender is at¬ 
tached, Appendix il). 

For the Singrauli pioject, BHEL is sup¬ 
posed to have made a loss of Rs 25 crore^ 
That is, while they quoted Rs 67.9 crore for 
the turbogenerator-lwiler package their cost 
was Rs 92.9 crore. (Though it should be 
noted that loss would have been more had 
they not got export incentives from the 
government which they get in IDA tenders. 
On the other hand duty drawback which 
they got is less than the customs duty that 
they pay.) If they had quoted a price 15 per 
cent in addition to the lowest price quoted 
by any competitor they would have then 
quoted Rs 94.14 crore. In that case they 
would have made a profit. Thus they can 
make profit even when they quote a price 
which is just IS per cent higher than the 
lowest p.ice quoted in the global tender. This 
shows that they are competitive. 

ANALYSIS OF Cost Dapa 

We have the cost data on the Farakka pro¬ 
ject which BHEL won in global tender 
(Appendix III). BHEL made a loss of 
Rs 5.85 crore on the 210 MW TO set and a 
profit ot Rs 1.71 crore on the 210 MW 
boilers though it is true that without export 
incentive, the loss would have been greater. 
They-got Rs 34.1 crore as export incentive 
for the TO sets and Rs 2.69 crore as export 
incentive for boilers. However, on the other 
hand the duty drawbacks that they got is less 
Rian the customs duty that they paid. For 
example, for the turbogenerator they did not 
get any duty drawback, while in the case of 
boilers they got duty drawback of only 
Rs 1.13 crore, i e, only 6.92 per cent of the 
price of the direct material, including duty. 
Wfe know from the study of BHEL done by 
CEI,* that the customs duty paid by BHEL 
an the raw material for the 210 MW TO set 
was 17.08 per cent of the value of raw 
naterials including duty. And this was so in 
he case of 210 MW boilers as well. Now if 
ve exclude the export incentive in the case 
if 210 MW TO set for the Farakka prefect 
md include 17.08 per cent of the vdue of 
Urea materials consumed as duty drawback, 
he loss would be Rs (-)7.04 crore. In the 
ase of the 210 MW boilers if sve allow duty 
tawback at the rate of 17.08 per cent of the 
Mue of direct material and exclude export 
< l^ntive, the profit will be Rs 68.20 lakh. 

I >lnus if BHEL gets raw materials at inter¬ 
zonal prices, then even without an export 
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BHEL 

FItji 

Ibthiba 

Hitatdii 

A TO Package: 




i) Ibtal package 




price (Ifen) — 

8,332,070,000 

11,188,000,000 

11,170,160,000 

(Rs) 

+ 

+ 

+ 

(DM) 

22,937,776 

2,174,463 

27,423,400 

32,560,000 

Converted in 

Indian Rs 305,600,000 

ii) Total equip¬ 
ment price 
converted in 

290,853.453 

374,251,420 

371,834,960 

Indian Rs 275,700,000 

iii) Total erection 

— 

— 

— 

price converted 
in Indian Rs 18,300,000 

_ 

_ 


iv) Total weight of 

package (T) 5620 

v) Heat rate 

— 

— 

— 

(Kcal/Kwh) at 

100 per cent 2024.3 

2027 

2013 

2050 

80 per cent 2055.5 

2060 

2013 

2078 

Average 2139.9 

vi) Auxiliary 

2043.5 

2013 

2064 

power con¬ 
sumption 

(KW) 5851.5 




vii) Guaranteed 




output (KW) 




viii) Commence- 




ment of trial 
operation for 

Unit 1 154 

170 

155 

157 

Unit 11 ISO 

196 

182 

183 

Unit 111 205 

ix) Ixiading for 

222 

209 

209 

heal rate (Rs 

per Kcal/Kwh) Rs 330,000 




x) Loading for 




auxiliary power 
consumption 
(Rs/KW) 9,000 




xi) Loading for 




delay in com¬ 
mencement of 
trial operation 
(Rs per day) Rs 120,000 




xii) Exchange rate 1 Yen=Rs 0.031 




as on October 
1977 

1 DM=:Rs 
4.4248 






BHEL 

(Mitjui) Riley 

B. Steam Geneator Package 




1 ) Total package price (Wn) 



10,777,500,000 

Converted in Indian (Rs) 


374.600,000 

193,880.000 

527,982,500 

ii) Total equipment price 
convert^ in Indian (Rs) 


304,000,000 


iii) Total ereaion price 




converted in Indian (Rs) 


5' 700,000 


iv) Total weight of package (Tonnes) 

27663 


v) Efficiency at 100 per cent- load 


87.49 

88.9 

80 per cent load 


88.02 

89.1 

vi) Output (T/Hr) 


700 

700 


(Contd) 


K 
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BHEL 

(MTtiui) Riley 

vii) Auxiliary power consumption (KW) 

5365 


vUi) Commencement of trial operation 

Unit 1 

157 

156 

Unit 11 

183 

182 

Unit III 

209 

208 

ix) Loading for deficiency in 90 per cent 

MCR efficiency (Rs per 0.1 per cent 

decrease in eficiency) 

860,000 per 0.1 


x) Loading for auxiliary power 

consumption (Rs per KW) 

9,000 


•xi) Loading for delay in commencement 

of trial operation (Rs per day) 

170,000 


xii) Exchange rate 

1 %n • Rs 0.031 
as on October 1977. 



Appendix II 

3x200 MW Kohba Super Thermal Power Proiect (August 1978) 




Ansaldo 


BREL 

(Italian) 

liirbine 

Rs 39.42 

Rs 60.813 crore (S 6.5 crore -i- Rs 11.69 crore) 

Boiler 

Rs 59.57 crore 

No companies 


nibildy BHBL will be m«king profit in 
boilers (though muginal) and a loss of 
Rs (-)7.04 crore in the case of the tur¬ 
bogenerator in Famkfca project. Given this, 
it can certainly be concluded that BHEL can 
make a profit in the case of the 210 MW 
boilers at competitive price.* Even in the 
case of 210 MW TG set, it can be argued in 
the light of Singrauli and Korba tender that 
BHEL might be making losses because it 
quoted too low a price. 

Ill 

(^ality of Power Equipment 
Supplied by BHEL 

In this section we will discuss the quality 
of power equipment supplied by BHEL, and 
also try to find out how BHEL’s pioducts 
compare with imported equipment. 

A number of State Electricity Board 
(SEB) officials informed the Estimate Com¬ 
mittee (IV80-81) that power equipment sup¬ 
plied domestic manufacturers had not 
performed satisfactorily and they lelt that 
this was “the mam factor contributing to the 
poor performance of power stations in the 
country”.'* An expert on power stated that 


Appendix ill: Cost and Promt (Loss) Statement Of BHEL (210 MW (KWU), I arakla 


Dansfer from 


Ibrbo Generator 




Boiler 


Hardwar 




Ihchy 




Own 

(2) 

Banialorc 

(3) 

Hyderabad 

(4) 

Total 

(5) 

Own 

(6) 

Ranipet 

(7) 

Hyderabad 

(8) 

Ibtal 

(9) 

1 Direct material 

980.00 

114.90 

206.75 

1301.65 

1146.75 

388.18 

10176 

1636.69 

2 Ihuisfer from other units 

at cost 

17 00* 

— 

— 

17.00 

30.83 

— 

— 

30.83 

At transfer price 

110.00* 

11.48 

56.66 

178.14 

— 

_ 

— 

0.00 

31btal 

1107.00 

126.38 

263 41 

1496.79 

1177.58 

388.18 

10176 

1667.52 

4 Direct labour 

30.00 

152 

2.25 

33.77 

30.35 

2.72 

2.07 

35.14 

3 Imbrication charges paid to 

sub con 

— 


— 

0.00 

115.36 

34 75 

— 

150.11 

1 

1 

1 

>0 

72.00 

0.30 

2.24 

74.54 

27.79 

— 

1.72 

29.51 

7 Esclory overhead 

291.00 

13.02 

2199 

326.01 

231.34 

31 55 

26.99 

289.88 

8 'RMliiig expenses 

71.00 

— 

2 77 

73 77 ' 


— 

201 

2.01 

9 R and D expenses 

33X10 

0.87 

3.22 

37.09 


— 

2.76 

2.76 

10 Depredation 

103.00 

1.86 

5 37 

110.23 

37 02 

1604 

4.47 

57.53 

11 fi>tal 

1707.00 

143.95 

301.25 

2152.20 

1619.44 

473.24 

141.78 

2234 46 

12 Less scrap sale 

18.00 

0.85 

075 

19.60 

16.52 

4.30 

078 

21.60 

13 Works cost (11-12) 

1689.00 

143.10 

300.50 

2132.60 

160292 

468.94 

141.00 

2212.86 

14 fteking cost 

6.00 

0.24 

2.18 

8.42 

27.74 

— 

1.24 

28.98 

15 Admn and commercial 

expenses 

211.00 

10 39 

12.03 

233.42 

148.29 

81.56 

12.74 

242 59 

16 Royalty and payment 

and collaborators 

8.00 

16.00 

193 

25.93 

10.28 

—• 


10.28 

17 Guarantee expenses 

6.00 

4.52 

_ 

10.52 

20.00 

— 

— 

20.00 

I81btai 

1920.00 

174.25 

316.64 

2410.89 

1809.23 

550.50 

154 M 

2514.71 

19 Bonus 

11.00 

0.36 

— 

11.36 

17.71 

1.33 


19.0 

20 Interest 

30X10 

14.53 

9.66 

54.19 

126.90 

lOJS 

8.45 

145.9 

21 Excise duty on inter unit 

transfer 


18.05 

— 

1805 


— 

— 

0.00 

22 Inter unit transfers 

207.00 

(207.19) 

— 


725.81 

(562 38) 

(163.43) 

725.8 

23 Ibtai cost of saies 

2168.00 

0.00 

326.30 

2494.49 

2679.65 

562.38 

16343 

2679.6 

24 Salet leaiisation 

a Basic price 

1038.00 


246.47 

1284.47 

2083.00 

— 

— 

2083.0 

b Price variance 

208.00 

— 

75.90 

283.90 

385.30 

— 

— 

38S.3 

c Export incentive 

341.00 


— 

341.00 

269.28 

— 

— 


d Duly draw back 


* 

— 

0.00 

113.29 

— 

— 

113.2 

Ibul (a >od) 

1587.00 

0.00 

322.37 

1909.37 

2850.87 

0.00 

OXN) 

2850.8 

23 Profit (-381) 


0.00 

-3.43 

-385.12 

+ 171J2 

-562.38 

-163.43 

♦ 171.22 
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we sets uun BHEL hid su|>piwd hid miny 
design/manufactunng defeas This resulted 
m poor availability as well as output of these 
setsiLJZhirty two design manulacturing 
defects were identified in the sets supplied 
by BHEL, by a SEB BHEL and their col 
laborators were supposed to have accepted 
these defects Another SEB complained to 
the committee that “94 38 per cent of the 
operational hours lost in a power unit were 
attributable to equipment failure, design 
defect and deficiencies The percentage in 
respect of the other unit was 85 23 and 
87 28” 

BHLl conceded the point but attributed 
It to lack of expenence The chairman, 
BHEl stated before the Estimate Commit 
lee on Januarj 9,1981 that the first 200 MW 
set supplied by BHEl was commissioned 
only in December 1977 and it started work 
ing oly in May 1978 Thus the oldest 200 
MW set supplied bv BHE1 was not more 
than three years old Thirteen sets were 
working out of which some had come only 
a year ago The chairman, BHLl asked 
“unless the sets run how can you put things 
right” BHEl informed the Estimate t om 
mittee in March 1981 that thev had rectified 
the ‘initially identified’ design delects in 
eight out of 13 sets which had been com 
missioned up to March 31 1980 and piomis 
ed that the rest of the sets would be attificd 
during plant shut downs BHLl further 
stated in the note that the peformam e of the 
sets which have been rectified ‘ has been 
quite satisfactory", giving data as in labic 2 
BHEl also maintained that thev would 
utilise this experience to modify the sub 
sequent sets manufactured by them at the 
manufactunng/crection stages so that 
similar problems did not arise in future 
They hoped that “all sets which would be 
commissioned from 1981 82 onwards would 
not have these teething problems”' 

A comparison of power equipment sup 
plied by BHFI and imported equipment 
working in similar conditions can give an in 
dication of the quality of BHLL's equip 
ment in this regard CMD BHFI stated 

In the IP unit in Delhi the imported units 
are one of 3 S mw, and three units of 61 s 
MW There is only one BHLl unii In 
1979 80 operaimg availability of imported 
unit was 81 and that of BHEl 8S In 1980 81 
the imported unit availability was 71 and 
BHLLs 94 The plant load factor in 1979 80 
of imported unit was 71 and BHl I s 72 In 
1980-81, that of imporicd unit was 79 and 
BHEl s 72 At Harduaganj Iheie was one 
Item of imported equipment 2x50 MW and 
two of BHFI’s 2x60 MW and 1x60 MW that 
IS three units In 1979 80 the operating 
availability ol the imported unit was 46 ours 
was 62 in 1980 81 ii was 36 for the imported 
units and 68 tor our units In 1980 81 their 
plant load factor was 26 and ours was 45 
Thus at Obcra,foi the five units ol 50 MW 
each imported from the isoviet Union v«, had 
corresponding iiiree units of 100 MW The 
operating availability in 1979 80 was 52 for 
the imported units and 86 for our units, in 
E 1980-81 it was 63 for the imported units and 
* 70 for BHEl’s units Their plant load factor 


in 197940 was 44 and oun WK 60; m I9804I 
for the imponed uniti, it was 4S and for outs 
It was 40—of course, this needs to be 
examined 

He also stated that and large BHEL 
units, by all accounts were better" 

It might be that BHEL's assessment is 
biased, so we quote from the Rajyadhyaksha 
Committee Report Comparing indigenous 
equipment with the imponed equipment the 
report says, “it would appear that the 
indigenous sets have a lower availability on 
the whole than the imported ones T his may 
partly be due to the fact that the indigenous 
sets have come in relatively recently and are 
taking moie time than anticipated to settle 
down No general statement can, however, 
be made that all imported sets perform 
better than indigenous ones and some, in 
fact do signiEieantly worse 1 here is, however, 
sufficient data to suggest that the better im 
potted sets currently show supenor perfor 
mance to ihe indigenous sets even after the 
stabilisation period of the latter is over Ihe 
performance gap however, appears to be 
naA'owing with the more recently supplied 
indigenous 200 MW sets although they too 
still have to settle down”'* lhat the main 
problem earlier was lack of experience is fur 
ther suppotted by the fact that now BHEI’s 
sets are woi king much better The Annual 
Report of BULL 1986 87 saw ‘BHFI sets 
achieved plant load factor ol 53 5 per cent 
against the national average ol plant load 
laetoi ol 53 2 per cent for the year 3k hilt" 
2(K) 210 MW sets whuh constitule the 
backbone of power gem radon in India 
achieved a PL F of 58 per eeni the norm set 
bv KajyadhvaksfiaCommittev 5iX)M3k sets 
recorded a PLf of 75 9 per eeiii 1 he per 
tormanceof 60/110 MW, however needs im 
piovcineni foi which modeinisation pio 
grammes have been drawn up (pp 4 5) 
Thus It would appear that BHLl lus been 
tompelitive in internaiional competitive bid 
ding but It has been facing losses because 
ii has been quoting too low prices The 
qualify of BHL I s products au not nects 
sanly worse than lhat of the imported equip 
ment and the quality of BHLl s cquipmt nt 
III terms of plant load factor has improved 

Notes 

1 Cilmgiroglu Ayhan Manulaeture of Heavy 
Fleelrieal I quipnieiu m Developing Coun 
iries World B ink Staff Paper Number 9 
Baltimore, London 1%9 p IB 

2 Ibid 

3 Ibid 

4 Ibid 

5 Ibid p 13 

6 Ibid, pp 7 and 43 

7 44th Report of the Committee on Public 
Underukingv on BHEl 1981 82 p 40 

8 'Capital Goods Project Imports- A Study 
of the Indian Eeriilisers and Power In 
dustries', Contederation of Engineering 
Industry, New Delhi, August 1986 p 32 

9 Also see World Bank, India. Non riectneal 
Industrial Machinery Monufaciunng—A 
Subsector Study, tkbrid Bank, August 1984 
Document No 5095, p 33 It found out that 


in case of 210 MW Ixrilen the d om e ttfc 
reKMireecodsnionly084 Thtebdagleii 
than 1, It impliet that the protection was 
negative and if it u produced with raw 
material at intemationai prices it would be 
competitive. 

10 nurteenth Report of the Estimate Comma 
tee on Power Oenemiion, Cemmi Electnaty 
Authority, Seventh Lok Sabha (1980-81), 
I ok Sabha Secietanat, New Delhi, para 6 2 

11 Ibid, para 6 3, p 86 

12 Ibid pp 87 89 

13 horty fourth Report of Committee on 
PubiK Undertakings on BHEL, 1981 82, 
p50 

14 Report of the Committee on Power, 
Chairman Rajyadhyaksha V G, COl, 
Ministry of Energy, Department of Power, 
New Delhi, 1980, para 4 23, p 54 
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THe recait hike in power tariff in Karnataka has evoked unprecedented jwotest from consumer groups in the 
State. Among the criticisms kveiied are the inefficiency of the Karnataka State Electricity Board, which has been 
attributed to the absence of competition from the private sector, and the subddy to farmers. The paper attempts 
a proper scrutiny of the various factors underlying the tariff revision. 


THE recent hike in power tariff has set off 
unprecedented opposition from many con- 
rumer groups. Their objections broadly: 
—The need for a hike in a year when hydro 
reservoirs are full and high cost import from 
Maharashtra may not be needed. 

—KEB may be making a loss, but govern- 
ment is mobilising resources from power 
sector through Electricity Tax, water royalty 
and interest on loans (all the three amoun¬ 
ting to Rs 166 crore). Stated differently, this 
means, KEB should not be viewed in isola¬ 
tion or partially, the power sector as a whole, 
taking KEB, KPC and government should 
be considered. 

—Why should consumers pay for the ineffi¬ 
ciency of the KEB: their T and D losses arc 
high at 22 per cent; it is overstaffed (com¬ 
pared to Tamil'Nadu and Andhra Pradesh); 
why free electricity to them etc. 

—Why should consumers pay for the 
farmers who get electricity at throwaway 
prices? Let the government directly subsidise 
them. 

—Cost ol generation is only 37 paise per 
unit. (Critics have mistakenly compared the 
revised tariff with the cost of generation, 
whereas the proper comparison should be 
with the weighted average, cost of power after 
considering imports, and the additional 
costs including losses to bring the power up 
to the respective user points.) 

They have also objected to the ‘removal’ 
of EHT rebate and power factor incentive 
and have also asked for rebate on night use 
of power. They have gone as far as to sug¬ 
gest that they will not pay at the revised rates. 
Some have felt that the present plight is 
because of the KEB’s monopoly and that 
competition from private sector will redeem 
the situation. All this calls for a proper 
scrutiny of the revision in tariff. 

The board (KEB) appoints a liviff Com¬ 
mittee and the Tariff Committee Report is 
supposed to be considered by the board of 
KEB for arriving at a derision on revised 
tariff. This is as it should be; for this is what 
is enshrined in the Electricity Supply Act— 
that the within-state tariff is in the domain 
of the state electricity board (SEB). But in 
practice this is seldom followed and the tariff 
is indeed decided by the government. No 
chairman of any SEB has at any time raised 
this issue of autonomy in tariff making, and 
thus the practice Im been going on un¬ 
challenged, with the quid-pro~quo that the 
management is also not responsible for the 
financial performance of the board. In fact 
chairmen of KEB have the dubious^distihe- 
tion of being allowed to have a say in tariff 


making, only after their retirement. In what 
follows, wc will analyse both the tariffs 
recommended by the Tariff Committee and 
the one adopted by the board/government 
and meet the objections raised by user 
groups. 

First of all one must be clear as to whether 
tariff making should be done by the elec¬ 
tricity board, as per the Electricity Supply 
Act, or by the government as is the practice. 
For this has implications. When the SEB sets 
the tariff, the supply act enjoins it to price 
power in such a way to earn a surplus of at 
least 3 per cent of the value of fixed assets 
of the board. (Remember that with the new 
invitation to private sector into power sector, 
they can earn IS per cent.) In this case, what 
matters is only the profitability to the SEB, 
and not the resource mobilised by the State 
through tax, loyalty etc. In other words, a 
so-called partial analysis, from the'narrow 
point of view of KEB is valid, never mind 
if KPC makes supernormal profits. But then 
the tariff making power for KEB ipust be 
understood in the broader context of finan¬ 
cial and operational autonomy to the board, 
where it can, to some extent, dictate the price 
to KPC as a monopsonistic buyer; it can 
claim subsidy from government for fulfilling 
any social objective that the govermnent may 
want of It, eg Bagyajothi Schemes or subsidy 
in agricultural lanfr. 

If on the contrary we agree for govern¬ 
ment to set the tarilf, then two things follow: 
(I) The SEB is not obliged to run on com¬ 
mercial lines. The requirement of Electricity 
Supply Act of earning at least 3 per cent 
surplus cannot be insisted upon. (2) The 
existence of multiple objectives, and subsidy 
become legitimate it becomes similar to the 
postal department. Then the consumers 
cannot complain of cross subsidy to the 
farmers, just as the consumers of Re I postal 
envelopes cannot complain that they are 
forced to subsidise the consumers of Re O.IS 
post cards. This is because government has 
the right to meet the redistribution objec¬ 
tive, and It can very well choose electricity 
as one of the instruments of achieving this 
objective. It is normally in this context that 
agriculture sector and weaker Sections are 
cross subsidised by the government, and 
when government seU the tariff it hardly 
matters whether it takes recourse to cross 
subsidy or subsidises the board explicitly, 
because in this scheme the electricity board 
is really part of government. 

The Tariff CommitUc has not resolved 
this dilemma, viz, whose point of view, 
KEB’s or government's it has to take. To 


illustrate, a maior term of reference has been 
to evolve a tariff structme to earn a surplus 
of 3 per cent at least, interestingly, cross- 
subsidy to agriculture has not been one of 
the terms of reference, and yet for IP sets 
it has recommended an average realisation 
of only 45 paise per unit against its own 
calculated cost of 119 paise per unit. Sub¬ 
consciously the Tarilf Committee has 
reckoned that subsidy to agriculture is there 
to stay, and the increase can only be 
marginal, and the quantum of increase has 
nothing to do with objective figures. That 
the cost figure for agriculture itsell is at best 
a guess IS anoihei matter, to which wc shall 
revert later 

Against the mandate of the terms of 
reference and F-letincity Supply Act of set¬ 
ting tariff to earn at least 3 per cent surplus, 
the farift Committee has focused on the 
word at least and h.ts recommended ta< iffs 
that proposed to earn the board a surplus 
of l'.9 pci cent in the first two years and 
6.5 per cent in the thud year. Was it over 
enthusiastic? The committee sought to 
justify saying that the extra surplus would 
go towards wiping out the accumulated loss 
of KEB, which on March 1990 stands at 
Rs 326 crore. 

There is another dilemma when it comes 
to powei tariffs, viz, whether to price at 
average cost (plus a rate of return) or 
marginal cost Average cost is the total 
operation and maintenance cost along with 
depreciation and inteiest divided by the total 
energy produced Marginal cost is the cost 
incurred to produce one extra unit of energy. 
Since one is not going to add capital equip¬ 
ment to produce just one unit of output, in 
practice, the marginal cost is accepted to be 
redefined as the average incremental cost. 
Practically speaking, the average cost pric¬ 
ing passes on the benefits or disbenefits of 
the past to the consumers, but does not give 
an accurate signal as to the relative scarcity 
of the product in future. It also ensures that 
the financial target of the enterprise is met. 
Marginal cost pricing on the other hand 
gives an accurate signal about the vatue of 
the product and its relative scarcity and 
therefore aids the users as to how to effi¬ 
ciently use it. However, it does not give any 
clue to profitability of the producing utility, 
since it is a method of pricing all the units 
of output with the cost of producing the last 
unit of output, in the electric utilities in the 
west, the marginal cost was less than the 
average cost in the initial years for thermal 
plants, due to economies of scale in unit size 
of plants and technological improvement 
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mtivt iictu niies even then the 
engineers, particularly m EleiiriLiiv-de 
France, advocated marginal cost prinng, for 
the sake of lesource use efficiency They said 
the loss to the utility could be compensated 
by a lump sum payment to the utiliiy f his 
led to the concept of allowing a fan rate of 
return to the utility Thus investment dcci 
s ons and pricing decisions were divorced ot 
'ach other, yet both with the same objective 
oi achieving efficiency, in producing dec 
tricity oi the right amount and using the 
electricity so produced so that maximum 
benefit is achieved However in icccnt times, 
due to increase m electriciiv equipment costs 
and the cost of coal, both marginal capacity 
•nd energy costs of electncity aie on the rise, 
and marginal cost is more than the average 
cost In such a situation, pricing based on 
average cost which is what is practised by 
most SbBs leads to passing qn the benefits 
of past investment on cheap hvdro thereby 
giving a misleading picture about the cost 
of producing extra power for todav and 
tomorrow’s additional needs Table I illus 
tiates the point The hydro powci from 
Sharavathi costs 12 7S paise pci unit to KID 
but the latest addition of thermal powci ai 
Raicbur costs 92 paise per unit and ihc pt<i 
posed Mysore Thermal 140 paisc pci umi 
clearly indicating that the marginal cost of 
power in Karnataka is rising and is much 
higher than the average cost Howcvci it 
must be pointed out that the computation 
of marginal costs as above, is neither alone 
economic nor along ihe World Bank sug 
gested lines In fact the Tanff C ommittec has 
pleaded inability to compute capacity and 
energy costs either on accounting or on 
marginal cost basis (though this has noi 
deterred it from formulating demand and 
energy charges without a basis) 

Normally marginal capacity generation 
costs are incurrc-d to meet ihe peak capacity 
demand at the margin In Karnataka these 
are done by hvdel plants, and the costs relate 
specificallv to the power house component 
of the storage hvdio plants which is about 
35 per cent ot total capital cost ot hydro I hi 
marginal energy costs ate the costs ot 
|meeting energy demand at the margin, which 
|i$ done by burning coal and generating 
|meigy in coal thermal plants based on merit 
|Order opeiation A study conducted by the 
iBulhor for Karnataka in 1987 airived at the 
imarginal costs as given in Table 2 

1 he marginal capacity cost corresponds 
to Rs 9116/KW of average capital cost of 
hydro plant, with 40 years' life and 6 per cent 
discount rate; which is the long term cost of 
apiial for KbB System losses are taken at 
18 per cent for FH I, 8 4 per cent for HT 
'ind II per cent for IT and a group com- 
• idence factor 6f 0 7 for FHT, 0 6 for HT 
ind 0 33 for IT Investments m T and D are 
tssumed Cost coal at power plant is 
laken at Rs 300/ton for the figures in 
^able 2 Now, we can assume pithead cost 
".coal as Rs 2S0/ion and transport and 

pdling cost as Rs 500/ton for Raichur 

,1 

\ 


Marginal energy cost wwtid then be three 
limes that shown in Ihble 2 Then the cor¬ 
responding revised equivalent marginal 
power costs are 70 p/unit at LHT end, 78 5 
p/unit at HT end and 106 5 p/unit at LT end 
Thus the figures of 92 p and 140 p/unit 
for Raichur and Mysore thermal (at EHT 
end) represent financial marginal costs of 
purchase from KPC, while the figures in 
Table 2 or their modifications refer to the 
economic marginal costs, to the State as a 
whole It IS not our case that marginal costs 
should be adopted overnight, but bringing 
tariffs progressively nearer marginal costs is 
desirable If it leads to the boaid making e\ 
cess profits they can be directed to reinvest 
expanding the supply 
One reason for the high cost of power now 
and for the future is because Ihe State had 
invested very little ot the surplus ot lunds 
It goi from the power sector in Ihe powci 
sector Itself eating out of its capital as a 
were As long as KFB was surplus in power 
taiilfs were low and KFB itsell financially 
sound making profits With increasing 
cniisv deficits imports from outside the 
St at has led to increasing cost of power and 
this has eroded ihc profitability ot KFB 
Sccondiv before fully utilising as hydio 
piitcntial a has con entrated on having 
nunc ihciinal plants on the argument ol a 
halan ed hvdro thermal mix and this has 
iKo lirt Id hiehcr cost ol power 

Crisis AndTariiis 
I he accounting costs at vinous voltage 
levels and ihe tariffs—as existing, as propos 


ed by the Urnff Committee and ns announc¬ 
ed the board—are shown in Ihble 3 

The Tariff Committee; after conceding 
that “it was not possible to work out these 
(capaaty and energy) costs more accuratdy 
in the absence of data” (p 9) has gone on 
to compute the same nevertheless for 
marginal costs (p 100) Alas, their under¬ 
standing of matginal costs has been wrong, 
they have arrived at a set oi figures for off 
peak marginal energy cost, which are lower 
than^ak marginal energy costs ’Marginal’ 
and 'off-peak' are antithetical The commit¬ 
tee working out the cost foi IT rural is at 
best a guess work, since there are no meters 
to measure IP set consumption, and it is 
perhaps difficult to resist the temptation of 
passing off a bit of the 7 and D loss as 
agricultural consumption In fairness to Ihe 
comniittee, it has mentioned the difficulty 
in separating the T and D loss, theft and 
ignculluial consumption, but to ask us to 
believe that IP sets consumption to be 
second highest at 30 5 per cent, next only 
to the HT industry consumption at 38 5 per 
cent without offer any data is asking a bit 
too much Lven on Ihe cost side, a dis 
prttpoilionalely large amount of KLB 
annual expenditure, to the tune of about 30 
pel I eni IS allMaied to village electrification 
Much ol the ciiticism against subsidy to 
amiciilturc must be understood in this con 
icM that It IS not based on hard facts, and 
one gets the impression that RE costs ol 249 
P unit have been shown too much on the 
high side 

In fact quite apart from absence of meter 


Tabu I Cosroi Powlr 


Source 


1990 91 1991 92 1992 93 



Pei Cent 

Price Per Cent 

Price Per Cent 

Price 



Share 

P/KWh Share 

P/KWh Share 

P/KWh 

KPl and KfB 

77 

316 74 

364 74 

38 4 

C entral sector 

18 

60 21 

60 22 

60 

Maharashtra 

5 

65 3 

65 4 

63 

Weighted avg eost @ 220 KV 

47 

52 

54 

‘Marginal co^i 





Ra chur thermal 



92 


Mysore thermal 



140 


Source 

lart/f Commiltee Report, 1990 






Tablt 2 I ooivAi 1 Ni Marcunai PowfR Costs 



Cost Head 

Relevant Cost 

Conversion Norm 

Converted 

Total 





Cost (paise/KWh) 





(paise/KWh) 


LH7 

Cajiacity 

Rs 296 76/KW 

5000 KWh/KW 

5 93 

27 45 


Fiieigy 

R5 0 2143/KWh 


2143 



Service 

Rs 261 3S/ 

2 7 ml KWh/ 

0009 




year/consuinei 

year/consumer 



HT 

( apaciiv* 

Rs 418 28/KW 

5000 KWh/KW 

8 36 



Energy 

Rs02340/KWh 

- 

2340 

318 


Service 

Rs 130 78/ 

2 7 ml KWh/ 

0005 




year/consumer 

year/con umer 



LT 

Capacity 

Rs 266 t4/KW 

1000 KWh/KW 

266 


(Indus 

Energy 

Rs02628/KWh 

— 

263 

340 

Inal) 

Service 

Rs 48 y 

4608 KWh/ 

105 




year/consumer 

year/consumer 
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ing, mere n no book Keeping « pmeni in 
any State Eleitnaty Boanl to show the exact 
cost of rural electricity Also the projected 
costs do not reflect the rural realities ol in 
definite power cuts to rural areas, and roster¬ 
ing, and idea originated specially tor the 
rural consumers' 

There is a controversy whethei agri 
cultural consumption should be metered o 
not More specifically, the question is 
whether to have capacity or energy as the 
numeraire for consumption A two part 
tariff, as fur HT is clearly unwarranted on 
cost considerations Here the common pnn 
ciple IS that the tarift struaure should follow 
the cost structure Due to steep rise in 
delivered cost of coal, the propoition of 
marginal energy costs is most dominant in 
the total costs Viewed from anothei angle, 
marginal energy requirements are met from 
imports and these arc paid pn the basis of 
energy units Hence energy is the most ap 
propriate numeraire and metering should be 
restored This is, assuming that one wants 
to adopt the marginal cost approach On the 


oaaisoi average COM, nowimi, 
folio IS sail hydro, and energy cost is m^igi- 
ble and hence HP based tariff » suitable 
The picture was different some time back, 
when Karnataka was an all hydro system and 
no imports of power were resorted to, dur 
ing this time, marginal energy cost was the 
energy cost of hydro, which was close to 
zero HP based metering was also ap¬ 
propriate then However, we fully agree with 
the Tariff Committee that restoration to 
metering is not going to be easy at ail for 
KEB Removal of meters has been a one way 
trip, because it has proved to be very popular 
with the farmers, toi it has liberated them 
from the clutches of the linemen' Even 
otherwise, an earlier sit dy had indicated that 
the cost of meters and the cost of meter 
reading are more than the revenue collected 
One of the chief engineers of KEB had con 
tided that 25 per cent of HT meters are not 
working, hence metering of IP sets in dis 
tant places will materialise only on a distant 
date Though the committee proposed a hike 
tor agriculture sector, the boaid/governmem 


-.M II ■> ^ j k 

the hike is very little 

HT Tarifts 

HT Industry accounts tor about 39 per 
cent of consumption 1 he industry has b^ 
made to bear the brunt ot the tariff hike, 
with an increase of about 24 per ceht The 
government and the committee have clearly 
gone on the basis ot inelastic demand for 
this category and their ability to pay The 
industry on the other hand has been 
arguing that tariff must be set to them on 
the basis ol cost—to serve principle Thes 
have asked tor FHI rebate and even asked 
for rebate tor night olf peak eonsumption 
Normalls it is true that \kestern utilities 
adopt eost based prieing and also ollei Ic wer 
priee for olf peak power but it must be 
remembered that theirs is a situation ot 
surplus power When there is a power defieit 
situaiion ascMste now lor most SFBs it is 
entirely appropriate loi any producer to 
resort to demand based inieing which in 


TabisS Cosrs and Tariits 
lAverage C osi ol Power loi 1991 92, Paise Per Unit) 




At At 

220kv llOkv 

At 

66/33/ 

tikv 

At 

IT 

Urban 

At 

LT 

Rural 



Average cost* 


47 


50 

69 

82 

122 




Marginal cost*’ 


70 


78 5 



106 5 




Marginal cost’ 







249 





Percentage 

Tariffs As Fxisting 

As Proposed by Tariff 

As Announced by 


Consump 


(1989 90) 


Committee (1^ 93) 


Board 



tion 

Rs/ 

P/unii 

Av Rev 

Rs/ 

P/unit 

Av Rev 

Rs 

P/unit 

Av Rev 



KVA^mo 



KVA/mo 



kVA/mo 



HTt water supply and 











sewerage 

32 

40 

55 


SO 

70 

79 

50 

70 

79 





97 







HT2a industrial 

38' 

40 

80 


50 

110 


50 

115 

121 








119 




b 





50 

150 


50 

150 


HT1 agriculture 

06 

35 

30 

71 

0 

55 

55 

0 

55' 

55 

HT4 RK 

05 

0 

30 

30 

0 

30 

30 

0 

30 

30 

ITU domestic 

64 

3/mo 

45 

70 44 

4/mo 

60 

82 

4 mo 

55 

77 




(0 25) 



(0 25) 



(0 50) 





60 



80 



75 





Beyond) 



(Bevond) 



(Beyond) 


LI lb Bagyajothi 

0 45 

25 


47 85 

29 


4"’85 

25 


47 8 

IT2 Al H 

87 

2 5/kw 

60 

■»2 22 

3/kw 

75 

87 5 

3/kw 

75 

87 



mm 10 

(0 250) 


min 12 

(0 200) 


min 12 

(0 250) 





80 



100, 



100 





(Beyond) 



(Bevond) 



(Beyond) 


IT3 commercial 

22 

2 5 kw 

140 

183 

3/kw 

180 

204 

3 kw 

200 

205 



min 5 

(0 'j, 


mm 5 

(0 50) 


min 5 






175 



200 








(Beyond) 



(Beyond) 





1T4 IP sets 

30 5 










0 5 HP 


90'HP/>r^ 



480/HP, Yr^ 

45 


90 HP/Yr- 


13 14 

5 10 HP 


120/HP/Yr’ 


9'' 




130/HP/Yi 

6 


Above 10 HP 



35" 



55’ 



so" 


LT5 industry general 

61 

6/HP/mo 

90 

125 


Its/120 

142 

g/HP/mo 

90 

125 5 

Tiny 


I* 

6! 



5HP/5HP 


6/HP/mo 

65 



fV«er (I) Subject to Ks 140/KVA/Yr minimum 2P/umi rebate for capaator 12) Re 015/HP/Yr rebate for capacitor (3) Re 0 20/HP/Yt 4 Subject 
to R$ 100/HP/Vr SP/unit rebate for capacitor (5) Subject to Rs 100/HP/Tfr 2P/unit rebate for capacitor (6) Subject to R% 130/HP/Yr 
2P/unit rebate for capacitor (The above is not a complete coverage of all tariff categories) (a) As per Thriff Committee, (b) As per 
author’s calculations (c) Iknff Committee; p 9 
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turn means pricing ‘what the traffic can 
bear*. By the same token bulk supply to col¬ 
onies must be exempted fiom the hike, by 
reclassifying them As regards the industry 
demand for off-peak rebate, the Ikriff Com¬ 
mittee has clearly spell out why it is not ap¬ 
plicable here, vis, a large amount of power 
IS imported on per unit basis There.is an 
even stronger reason, the time of day pric¬ 
ing IS relevant only in a situation like liimil 
Nadu’s where the capacity shortage is more 
than the energy shortage and the board can 
gain something by flattening the load curve 
In Karnataka, with a large storage hydro 
portfolio offering ‘banking’ facilities, peak 
demand management is not the main issue, 
except between 6 to 9 p m Hence there is 
no case for off peak rebate In fact it can be 
argued that there is no case at all for two 
part tariff in Karnataka for any category, 
and all consumers can be billed on energy 
consumption alone This may even reduce 
some scope for malpractice in noting the 
mdnthly maximum demand The industry 
has also alluded to the inflationary impact 
of hike in uriff For the industry as a whole, 
electricity bill accounts foi about s to 7 per 
cent ot the total cost, hence a 25 per cent 
increase in tariff will lead to about I 25 per 
cent in tost, and in some industries part of 
this I 25 per cent increase can be absorbed 
and need not be passed on to consumers or 
downstream industries Hence there is no 
meat in the inflation aigument too The in 
dustry has also questioned the hike in view 
of the good reservoir position, thus 
mitigating if not obviating the need tor high 
cost of imports The Ihriff Committee has 
considered this aspect and has recommend¬ 
ed rebate for good hydro position and price 
sur-charges if the cost of coal/ir the cost ot 
imported power goes up Fven though this 
approach is a faithful representation of 
realty, the wisdom of allowing wild fluctua 
tions in the long-term price ot electricity is 
questionable I his is b^ause, for power in¬ 
tensive industries then very viability may de 
pend on the puce ol electricity and they can 
ill-atford to absorb wild fluctuations Hence 
perhaps rightly the board‘'government, has 
decided not to pass on the benefit of good 
monsoon to the consumeis, but at the same 
time they will also absorb the price increases 
due to adverse monsoon or due to increase 
in price of imported power in the next two 
years I he fuel surcharge will be narrowly 
applicable for KPC’s thermal portfolio onlv 

1 he board has given incentives for fixing 
capacitors, but here the Tariff Committee’s 
caution has to be borne in mind, it says 
people tix capacitors to get rebate and later 
take them otf 

DOMt siic/ALH 

Apparently, tins category is given power 
on a no profit no loss basis 1 air enough 
However, there is no need to retain the 
anachronistic AEH category, once beneficia 
I nes of cheap power through declining block 
i tariff, now on the receiving end being classed 


as rich people! TVue, electricity for heating 
use must tw discouraged, but this can be 
achieved by a simple increasing block tarin, 
which IS in vogue anymay 

Them has been scathing criticism on the 
inefficient working of KEB and even the 
former chairman of KEB, as chairman of 
Ihnff Committee has given a list of sugges¬ 
tions to improve the performance of KEB— 
along the lines of ‘all 1 wanted to do, but 
could not’’’* Notwithstanding these ‘ineffi¬ 
ciencies’, which are a bit exaggerated, the 
bottom line is good monsoon and more 
hydro exploitation means less or no power 
cut, to consumers and profit position to 
KEB and woc-unto both, otherwise*In 
short m god we must trust, and also hope 
that mote money ts eommitted for higher 
level of exploitation of hydro potential 

III the present context, both thetanff hike 
to industry and the subsidy to agriculture 


are inevitable; for didlmm leaaont. Industry 
should realise that the option is not between 
price increase or no price increase^ but rather 
between price increase and power cut and 
the choice is clear. However once the hike 
IS accented, the board and government are 
obliged to ensure that in future power 
availability is ensured by committing the 
resources so mobilised to eipansion of low 
cost povrer generation. The board must en¬ 
sure one other thing, which does not take 
much investment, viz, minimisation of 
power failures by better maintenance of 
distribution gear Hundreds of suggestions 
can be made for performance improvement 
of KjEB, but one fundamental requirement 
IS that government must ensure a long-term 
tenure, ot at least five years, for top manage¬ 
ment, including the chairman—whether a 
bureaucrat, technocrat or management 
professional—and finance and technical 
members, and avoid the uncertainty about it 
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A Regulatory Framework for Mutual Funds 

Sunir K Barua 
Jayanth R Vamta 
N Venkites%Miran 

One major change that has taken place in the financial services industry is the establishment of a large number 
of mutual funds. Though only nationalised banks and financial institutions are permitted to set up these funds 
there is increasing pressure to allow such funds to be set up in the private sector. It is time therefore to introduce 
appropriate legislation to govern the functioning of mutual funds. 

This paper discusses the various issues connected with the operation of mutual funds and proposes a set of 
regulations to ensure that they are effective. The proposed regulations draw heavily on the Investment Company 
Act of 1940, the US legislation on operation of investment companies. 


1 

Introduction 

THE changes in the Indian financial services 
industry over the last five years have 
spawned several new institutions, new instru¬ 
ments and an entirely new breed of market 
players. The establishment of several mutual 
funds under the aegis of public sector banks 
and investment institutions is one of the 
more significant of these developments. 

The first open ended fund in India, the 
Unit Scheme 1964, was set up by the Unit 
IVust of India (UTI) established under a 
special act of parliament, the Unit Trust of 
India Act, 1963. The basic objective of the 
act was to encourage savings through finan¬ 
cial intermediation. The fund proved quite 
popular with both individuals and corpora¬ 
tions and its size by 1990 has grown to about 
Rs 7,000 CTOre. Over the years. Unit Scheme 
1964 has come to be regarded as pi imarily an 
income fund. The same institution also pro¬ 
moted the Erst close ended fund, known as 
Mastershare, in September 1986. This fund 
started with a corpus of Rs ISO crore, to 
which about another Rs 83 croie were add¬ 
ed in March 1989. This fund, conceived as 
a growth fund, has ai.so been very successful. 
The funds are highly liquid; for Unit 19M, 
UTI provides two way quotations for sale 
and repurchase every month while the 
mastershares are listed and actively traded 
in all the major stock exchanges in the coun¬ 
try. The management and trusteeship for 
both the funds are performed by UTI itself. 

The success of these two funds, particular¬ 
ly the second fund, generated pressure on 
the government to allow nationalised banks 
and private organisations to establish mutual 
funds. The banks were finally given the green 
signal, and since then the Indian market has 
witnessed establishment of several mutual 
funds by the large nationalised banks. These 
funds have a variety of objectives: growth, 
income; gowth and income and providing 
tax shelter to the subscribers. The objective 
has a major influence on the investment' 
policy of the fund. A growth fund is likely 
to be of portfolio predominantly of stocks, 
an income fund is likely to invest mainly in 
bonds while balanced portfolio would serve 
the objective of growth and income. The tax 


shelter funds arc based on government con¬ 
cessions available lor investments made in 
certain kinds ol securities which serve the 
economic and social needs of the country. 
The funds being conceived are increasingly 
meeting the diverse needs of individuals. 
Given the burgeoning growth in the funds 
mobilised by these funds, the lime has come 
to undcistand clegrly the role they play in 
the economy and also frame regulations to 
streamline their functioning. 

Mutual funds compete with other forms 
of savings in the economy. Their major at¬ 
tractions from the point of view of an in¬ 
dividual are: access to expertise in investment 
decisions, economies of scale in transaction 
costs and cost of search for information, 
diversification achievable through size, con¬ 
venience because of absence of book-keeping 
on a variety of as.scts, liquidity ol in¬ 
vestments and ability to choose a fund which 
meets the precise cashflow needs. Given 
these advantages, these funds have pioved 
extremely populai in the more developed 
capital markets. If the initial response is any 
indication, they have come to stay in the 
Indian financial environment. While they are 
useful for individuals, what la^cr impati do 
mutual funds have on the economy in 
general? 

There is little evidence to conclude (based 
on studies done in the Western markets) that 
popularity of mutual funds results in a 
higher rate of savings in the economy. 
However, because of their ability to undei- 
take superior analysis, their entry in the 
market in large numbers ought to result in 
better information flow, more efficient pric¬ 
ing of securities and consequent efficient 
allocation of resources. It ha> been observed 
that participation of mutual funds in the 
capital market generally results in a rise in 
the market capitalisation, thereby raising the 
price-earnings ratios. If nothing else 
changes, this would reduce the cost of capital 
for the private sector and encoutage in¬ 
vestments. This is beneflcial for the economy 
as it opens up avenues for growth. However, 
high price-carnings ratios may also prove 
counter-productive by introducing a element 
of instability in the market if the prices arc 
bid so high that their maintenance at those 
levels depends too long on unrealised expec¬ 


tations. Should one conclude, that on the 
balance, establishment of mutual funds is 
beneficial for the economy? 

This would be so only if we are able to 
ensure that the growth of mutual funds is 
along orderly lines. Expenence, the world 
over as well as our own, confirms that at 
least in the sphere ol economic activity 
government ownership does not constitute 
public good and norms of operational con¬ 
duct need to be applied with equal force to 
public sector organisations as well. Our own 
nonc-too-long experience with mutual funds 
points to several questionable practices, such 
as guaranteeing a minimum return on a fund 
which IS meaningless if a large portion of 
the fund is invested in equity, providing no 
intormation on the investment strategy of 
the hind ihercbs giving no clue to sub¬ 
scribers abuoi the lisks involved, collecting 
amounts which arc much larger than the in¬ 
itial intent without well thought out policy 
on gairitiit deployment of funds, with¬ 
holding iiifoimation from subscribers on 
performance of the funds, and (possible) 
charging ol unjustifiably high management 
fees and expenses for managing the funds. 
Since the management and trusteeship of 
these funds reside m one body, ensuring 
investo! protection is an obvious casualty. 
There is an urgent need therefore to rein in 
the operations of these funds through 
appropi late regulations. 

T he regulatory framework must, therefore, 
be designed to ensure that the mutual funds 
arc managed for the benefit of their in¬ 
vestors. The mutual funds must not become 
instruments for benefiting the promoters or 
the government and its favoured (public 
sectoi) institutions. Nor should they be 
transformed into mere tax avoidance devices. 
Another objective of the regulatory system 
should be to ensure that mutual funds do 
not exploit their privileged position to gain 
an unfair advantage over individual investors 
who choose to manage their portfolios 
themselves. 

These regulatory concerns become more 
serious in the Indian situation where the 
regulatory system for securities markets, in 
general, is very weak and inadequate: 
Indeed, the emergence of mutual funds on 
a large scale makes the task of strengthen- 
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ing securities regulation more urgent and 
cntiial The government oi India has 
reLentI} announced a set of guidelines for 
mutual lunds These, however, only spell out 
the general lulcs foi good behaviour of 
mutual funds without laying down any 
spetilit norms they roust observe loi invcsioi 
proutlion Drawing on the legislation in 
eountnes with longer experience of mutual 
funds, such as the Investment Company Act 
of 1940 of the US, It should be easy to evolve 
a comprehensive set of guidelines lor opera 
tion of mutual funds in India This paper 
examines the emeiging praetiees of the 
mutual funds in India and suggests an ap 
propiiak fiamework for regulation of their 
operation 

11 

Issues \<‘oding Li‘gislatiun 

In this section we discuss the significant 
issues that arise from establishment and 
operation of mutual funds in an economy 
We describe the limited Indian experience on 
these issues and wherever relevant briefly 
destnbe the American experience These 
discussions provide the basis for the legisla 
tion we propose in the subsequent section 

Taxfiiion I he mutual funds floated by 
public sector banks and financial institutions 
are exempt from income lax under the pro 
visions of Section I0(21D) of the IT Atl The 
Unit liusi of India has long enioyed this 
exemption undet Sal ion 12 of the UTI Act 
In addition under Section 801 (I) (va) of the 
IT Atl the income distributed by these 
funds qualifies alongwith dividends interest 
on bank deposits and certain other govern 
mem securities foi a tax exemption up to an 
aggregate limit of Ks 11,000 As a lesult of 
this, even short term capital gams earned b> 
the funds acquire the quality of dividends 
and qualify for deduction under Sation 801 
in the hands of invesiois merely baaiise the 
gams have been routed through a mutual 
fund 

Private sector mutual funds, even if per 
mitted are not viable because the above tax 
concessions ate not available to them If a 
privai>* mutual fund is organised as a com 
panv. It will sulfei from double taxation, as 
both corporate as well as individual income 
tax will be charged subject of course, to the 
provisions of Section SOM of the 11 Act If 
the mutual fund is organised as a trust then 
under ilie piovisions of Section I6I(1A) of 
the IT Act the income of the fund will be 
taxed at the maxmium maiginal personal tax 
rate, which is far higher than the tax rate ap 
plicable to most uiiall investors Therefore, 
private mutual funds are at a tremendous 
disadvantage viv a vjv public sector mutual 
lunds 

Individual investors too are worse off as 
compared to a public sector mutual fund m 
terms of taxes The interest on debentures 
does not qualify tor any tax concessions 
Thus the mutual funds gam an unfair 
advantage over an individual investor who 
puts his money directly in debentures This 


could be a major reason for the lack of an 
active secondaty market tor debentures The 
mutual funds are increasingly driving the 
individual investor out of the debenture 
market This is highly unfortunate and 
undesirable 

thus the government has used taxation 
as a major tool to restrict competition from 
the private sector This is undesirable 
because in the long run, healthy competi 
non IS m the interest of individual investors 
as well as the economy We believe that tax 
concessions should be extended to all, 
therebs making private mutual funds viable 
Otherwise the government will stand 
accused of promoting tax avoidance devices 
which even allow ‘laundering’ of low risk 
debenture interest into tax free income 

The taxation of mutual funds should be 
based on the principle that investors should, 
as far as possible, be taxed as if thes had 
invested their lunds themselves and earned 
the income diicctly One simple wav of 
achieving this effal would be to enact a 
proviso to the effect that nothing in Section 
I6I(IA) shall apply to a mutual fund Sec 
tion 161(1) would then ojierate to ensuie that 
the trustee ot the fund shall he assessed “in 
his representative capacity only, and the tax 
shall be levied upon and nxovered from 
him in like manner and to the same extent 
as It would be leviable upon and raoverable 
from the (mvestoi)’ 

Diu lower and Information Dtrstnuna 
non Since mutual lunds arc typically 
organised as trusts, the oiler documcm is 
not a prospaius within ttie meaning of the 
C ompanies Act the offci document thus 
seems to be totally outside icgulaiory pur 
view, and there seem to be no provisions 
about what information must be disclosed 
In addition, tht only remedy to an iiivcstoi 
who has put money in a mutual fund on the 
basis of misleading statements in the offer 
document is a common taw action for daeit 
The benefit of Section 62 of the C ompanies 
Act will not be available The issuer will also 
escape all criminal liability under Sation 63 
of the C ompanies Act 

It IS naessary to point out here that esen 
in the case of companies, the enfoicemcnt 
of legal provisions relating to prospatus 
leave much to be desired The worst ol 
fenders in this respect are the highly 
misleading advertisements on television and 
in the press 

While the Sauntics and Ejcihangc Board 
of India (SEBI) is dealing about the form 
and content of an ideal prospatus for the 
corporate sector, the mutual funds are rais 
ing large funds from the public with full 
otficial blessings on the basis of scanty in 
formation A study of the offer documents 
of two recent schemes (Ind Jyothi Units- 
Annual Income and Growth Scheme, 1990 
and Magnum Multiplier Scheme, 1990) 
shows a number of deficiencies 

1 he offer documents are totally silent on 
a number of critical issues that are of im 
mense concern to any prospective investor 
(1) The offer documents give no details on 


the investment poli^ the fund proposes 
to adopt, that is the proportions of total 
investment in vanous securities Thus, 
subscribers have no due as to the nsk 
they may be assuming by investing m the 
fund Without this crucial information, 
the guaranteed minimum return (an* 
nounced by one of the funds) is 
meaningless 

(2) There is no mention of management fee 
and management expenses that is likely 
to be charged to the funds 
(1) There are no details about frequency and 
the method of computing NAV, nor is 
there any mention of how the side and 
repurchase prices will be linked to the 
NAV Incidentally, government guide¬ 
lines allow a spread of 7 per cent bet¬ 
ween sale and repurchase prices which, 
in our opinion, is absurdly high 
In our opinion, it must be mandatoiy to 
disclose full information on investment 
policy, management fee and other expenses 
of the fund, as well as the policy on com 
putation of NAV and how it will be linked 
to sale and repurchase prices It is also 
equally important to ensure that the mutual 
lunds are not allowed to change the rules of 
the game later without the consent of the 
members for example, there must be a legal 
mahanism to cnsuic that a fund does not 
deviate by choice fiom the stated investmeni 
policy later The current practice of the 
trustees (read the promoter bank) retaining 
untrammellc'd powers to amend the terms ol 
a scheme and making all such amendments 
binding on the subscribers is retrograde and 
oppressive 

in the United States, open ended mutual 
funds are required to compute their NAV« 
twice every day and the difference between 
the repurchase and the resale price is not 
allowed to exceed 2 per cent of the NAV In 
India, the largest open-ended mutuaTTund, 
Unit 64 scheme of the UII, does not publish 
N AVs at all and sets monthly repurchase and 
resale prices well below the prevailing NAV 
The close ended funds in India, either do 
not announce their NAVs at all or do so very 
erratically The most regular in this respect 
iS UTI’s Mastershares which usually 
publishes outdated NAV once a week, tht 
iag between the computation and the 
announcement dates sometimes being more 
than a week 

Management Fee and Thmsaction Cost 
There are no guidelines on the maximum 
management fee and other, operating ex 
penses that may be charged/incurred by a 
mutual fund Recently, a leading mutual 
fund has published summarised lesults, the 
expenses incurred by various schemes vary 
widely as can be seen from table 
It IS surprising that while there is exten¬ 
sive (and in our opinion, excessive) regula 
tion of managerial remuneration in the case 
of companies (Sections 198,269 and 314 of 
the Comproiies Act), there seems to be none 
regarding the management fee paid to the 
investment managen of mutual funds The 
need for regulation in this case is far greater 
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becaiac the inveitiiieDt manager, the pro¬ 
moter, aai the tnutee are ail effectivdy the 
lame (one being a lubtidiary of the others) 
Considering that the profitability of the 
nationalised banks, the major promoters of 
mutual binds in India, is under tremendous 
pressure there could be a temptation to 
overload the mutual funds with charge for 
expenses. It also needs to be expiiatly pro¬ 
vided that the executive salaries and rent and 
other adnunistrative expenses be borne by 
the investment manager out of its fee and 
not chaiged to the mutual fund separately 
The US Im lestncts the management fee 
to a maximum of 1 per cent of the value of 
funds managed There is also a restriction 
on the apenses that may be chaiged for 
managing the fund In practice, however, 
possibly due to intense competition, the 
management fee actually charged averages 
only about 1/2 per cent It has also been 
observedthat the fee chaiged to individuals 
is even lower, about half the amount chaiged 
to mutual funds Empirical studies done in 
the US market indicate that on an average, 
the mutual funds turn the portfolio over 
about once a year The studies also indicated 
that performance of funds has no definite 
relationship with either the fee charged or 
the portfolio turnover 
While It would be necessary, in the long 
run, to conduct studies in the Indian market 
to come up with appropriate ceiling on 
management fee and other costs, to begin 
with some ceiling needs to be prescribed 
based on the laws elsewhere and judgment 
about the Indian market 
ManaKtmeni oj Mutual fundi The 
government of India guidelines specify that 
the mutual funds must be managed by “pro 
fessionals with proper qualifications and 
expenence of industry, capital market and 
other relevant fields At least 40 per cent of 
the trustees on the board of trustees should 
be persons of eminence in suitable fields 
who are not representing or associated with 
the promoters, that is, should be indepen 
dent outside membeis" 

In actual practice, however, the settler, the 
trustees and the managers arc limited to the 
banks and their wholly owned merchant 
banking subsidiaries The entire manage¬ 
ment and day-to-day operations cil the funds 
afe handled by persons who are on deputa 
tion from the promoter bank This < ould 
result in the following undesirable 
consequences. 

(1) Absence of a long icmi oiieniatioii m the 
deputed staff as they know that their tenure 
m the organisation is short and that they will 
go back to the promoter bank to puruse their 


ciuaer. It might be relevaat to recall that one 
of the banes of India's public sector in the 
early yean was the deputationists culture 
brought by bureaucrats deputed from the 
government with little long-term commit¬ 
ment to the deputed orgamsations 

(2) Undue direct and indirect influence by 
the parnit bank oflioals over the deputed 
staff managing the mutual funds 
I (3) Inability to build-up expertise and 
speaalised knowledge due to the changing 
profile of the staff 

It will be appropriate to bring in regula- 
oon which requires approval of appointment 
of the investment manager by the general 
body of umt holders Such a regulation 
would be in bne with the regulations prevail 
ing in the Western capital markets and our 
own Companies Act which mandates 
shareholder approval for managerial 
appointments 

Issues Relating to Capital Market The 
fact that mutual funds in India are run by 
banks ind financial institutions raises the 
spectre of massive insider trading These 
institutions, in their role as bankers, term 
lenders or merchant bankers are priw to a 
large amount of confidential information 
about then clients By using this inside 
information they could boost the perfor 
mance of the mutual funds managed by 
them Such insider trading is inimical to the 
development of a healthy capital market 

Ihe problem of insider trading is not 
peculiar to mutual funds It is a much more 
endemic phenomenon jn India, and is in 
large part attributable to the total lack of 
legal and regulatory safeguards against 
insider trading (Many kinds of insider 
trading are not illegal in India, and in any 
case there is no regulatory agency for in 
vestigating such activitic-s and prosecuting 
offenders) 

Despite claims about the existence of a 
Chinese Wall around mutual fund opera 
tions. It IS extremely unlikely, that the mutual 
funds will not be tempted to breach the wall 
just a little so that inside* infoimation flows 
in Besides, since the funds are managed by 
executives deputed from the banks/in..titu 
tions, they have informal access to corporate 
information from the commercial and 
investment banking wings of the parent 
bank 

In the primary market, the promoter 
banks are eithei directly or indirectly in a 
position to influence the issuers to make fiim 
allotment of shares to the mutual funds 
under their umbrella In a country where 
new issues arc heavily oversubscribed, as 
they are systematically underpriced (thanks 


to the puce fixatioii polity of die controlln 
of capital issues), finn allotment of large 
blocks of equity in flavour of mutual funds 
gives them a fimendous unfau advantage 
Since the new issues generally provide high 
imtial returns, mutual funds can show 
supenor performance by benefiting from 
such a Dolicv 

Inter-Scheme Dealings: Since each mutual 
fund currently manages several schemes 
tho-e IS considerable scope tor transactions 
between different schemes These transac¬ 
tions may be influenced 6y the need to show 
superior performance by a few selected 
schemes which are then advertised to sell 
newer schemes to the public. Dansfers done 
from one scheme to another with such 
motives are extremely unfair to the 
subsepbers of schemes which are currently 
neglected by the mutual funds Such 
unethical practices must be outlawed as they 
deny the full returns due to the subsenbers 
of a given scheme Enforcing this through 
legislation mav be difficult as the transac¬ 
tions maybe put through a broker to give 
It a semblance of genuineness 

hears on this score are based on news¬ 
paper reports* on such transfers from one 
scheme to another Privately too, manage¬ 
ments of mutual funds believe and sta e that 
in India no scheme is ever going in « ge¬ 
nuinely liquidated in the market, it is only 
going to be taken over b\ floating newer 
schemes This is extremely improper unless 
the subscribers to the new schemes are taken 
into full confidence and made aware of the 
above compulsions 

In this context the US law is quite clear 
as It prohibits transactions between an in¬ 
vestment eompanv and any affiliated per¬ 
son The US law also prohibits any offer to 
a holder of the security of an investment 
company to exchange his seeurity lor a 
sCcuiits in the same or another investment 
company on any basis other than relative net 
asset values 

Lxeniu of Jor/ng Power Most mutual 
funds in India are organised as trusts Undei 
Section 187B read with Sfection lStB(4) of 
the C ompanies Act, they cannot exercise any 
Voting power in respect of shares acquired 
by them if the paid up value of the shares 
exceeds Rs 5 lakh The voting power in these 
cases IS exercisable by the public trustee who 
IS a government official We think that 
Section 187B of the Companies Act was a 
misguided attempt to curb ‘benami’ 
holdings It has served no worthwhile pur 
pose and ought to be scrapped In any case. 
Its application to mutual funds is totally 
absurd at the very least, mutual funds 
should be exempted from this section 

it mas be noted that the guidelines 
announced by the government specify that, 
“A mutual fund mall not invest more than 
S per cent of its assets in the shares of any 
company Similarly, it shall also not invest 
in more than 5 per cent of the shares of any 

* India I und Sells to Unit MOswalAgra^TAe 

Econamu Times, February 6, 1990 


TABIfc 


Scheme 1 Scheme 2 Scheme 3 Scheme 4 


I Total mvestmenu (Rs crore) 96 3 1% 4 121 4 30 2 

II Expenses incurred as a percen 

tage of investments (year end) 61 II 2 8 8 2 

III Expenses incurred as a percen¬ 
tage of the year's income 304 59 62 182 


Econonuc and Politicai Wrakly May 2S. 1991 


} /wd Ira 


M-57 



company un<ier Ipny one schema These 
guidelines, while useful per u, leave the issue 
of corporate contiol wide open as several 
fundsAchemcs (.an together acquire a 
significant voting power in a given company 
Invesimeni Pohi » T he guidelines c iied in 
the previous paragraph limiting a mutual 
ft nd's holdings in any single tompanv en 
sures diversification of portfolio and limits 
the possible misuse of funds to beneni a par 
ticulai lumpany We are also in agreement 
with three oi the othei guidelines announced 
by the government 

(1) Mutual funds should not borrow or 
pledge their assets in the normal course, dur 
mg temporary emergency these can be done 
and duls reported to SE Bl 

(2) A mutual fund should not again nor 
mally invest in another mutual fund or keep 
deposits with companies 

(1) The mutual fund must take/give 
deliveries in all their transactions 

III 

Rr-^ulations on ()(M*ratiun of 
Mutual Iiinds 

The discussions in the preceding section 
arc the basis ol the regulations wc piopost 
in this stihon Ihcse rtgulations should 
foim the core ot what inav be described as 
‘The Investment ( ompanies Act 1990' 

(0 An investment company means any 
person (including a company, trust partner 
ship ni ass(Kiation) which 

(a) issues Ol proposes to issue any security 
or has outstanding anv security which 
It has issued, and 

(b) IS, or huldi iisell out as being engaged 
primal ily oi proposes to engage piimari 
ly in the business or investing reinvesting 
or trading in securities 

But cSelllcli.S 

(a) persons pninaiily engaged in the 
business ot underwriting and disiri 
buting securities, selling sccuiitics and 
acting as biokcrs, 

(b) banks, insurani.e companies and similar 
financial institution., 

(c) charitable trusts, 

(d) any pel son whose ouistanding see unties 
are beiieticiallv owned by not more than 
one hundred prisons and which is not 
making and diKs not presently propose 
to make a public ottering ot ns 

suiiiiiies 

For the puiposeof this dctiniiion secuntv 
includes shares debentures notes bills 
commercial paper, bonds, units tiust ccr 
tificates or m general any interest or 
instrument commonly known as a security 

(2) No income lax on surtax shall be 
payable by an investment company in respect 
of Its income by way ol interest, dividend, 
capital gains or the profits and gains ot 
business ol investing icmvestiiig oi trading 
in securities “ 

(3) Where the ineume of an assessee 
includes dividends or other income distn 
buted by an investment company, that part 


of such dividends shall qualify for the 
deduction under Section 801 of the Income 
Ihx Act as IS attributable to income earned 
by the investment company from sources 
(like dividends) which themselves quality for 
deduction undci Section 801 For this pur 
l> 0 'e every investment company making a 
distiibution of income shall provide a ccr 
tilicatc to Its security holders pros iding the 
above inloimatton 

(4) The provisions ol the Companies Act 
relating to prospectus shall so fUi as may 
be, apply to m oiler document issued by an 
investment company These include provi 
sions relating to 

(a) civil and criminal liability in relation to 
mivstatciiicnts (Sections 62 and 63) 

(b) penalty lor fraud in inducing persons to 
invest money (Section 68), and 

(cl matters to be stated and reports to be set 
out in the prospectus (Section 56 and 
'schedule IV) so far as these arc iclevani 
to mutual tunds 

(5) The invcstincdl policy ol a fund shall 
be specified m the ofitr document by clearly 
stating the agg'^gatc proportion that the 
tund plans to invest in short-term inslru 
mcnis and long tirm instruments Within 
the long turn instruments, it shall specify 
the propoitions that are to be invested in 
stocks and bunds 

I hesc pioportions aic likely to change 
With the changes in the market value of 
securities In such an eventuality on every 
liquidation it shall be mandators for the 
fund to ii invest in a manner that would 
restore the propoitions to the dcclaicd 
values 

(6) I he icims ot any scheme of an invest 
nicni company shall not be varied without 
the appiovdl ol the security holders in 
general micting I he provisions ol tlv 
Companies Aci relating to alteration of 
memorandum and irticlcs of association 
shall, so tai a-, mas be, apply to such a vana 
tion The piovisions of Section 106 and 107 
ol the C onipanits Acl lelating to sanation 
ol shaiclioldcrs rights including the tight ol 
disscnticiil sharchcsldirs to approach the 
court shall also tpply to an investment 
company 

(7) I he piovisioiis of section I87B shall 
not apply to shares held by an investment 
company In other words, the investment 
company shall be entitled to exercise voting 
power 111 aspect ol its shareholding 

(8) tverv investment company shall hold 
an annual general meeting ol all security 
holders to consider the annual accounts The 
provisions of the C ompanies Act relating to 
annual general meeting and annual accounts 
shall so far as may be apply to investment 
companies also In particular, the annual 
accounts shall include a statement on the 
shares and debenture's held by the fund The 
number, the cost and the market value of 
these securities as on the balance sheet date 
shall also be included in this statement The 
profit and loss account shall be itemised at 
least with respect to each category of income 
and expense representing mote than S per 


cent of total Income or expense. 

(9) The provisions of Se^ion of the 
Companies Act relating to the right of 10 
per cent of the shareholders to requisition 
an extraordinary general meeting shall apply 
to the security holders ot an investment 
company 

(10) 7316 provisions of Sections 25S, 256 
and 257 of the Companies Act relating to 
appointment of directors shall apply to the 
appointment of trustees of an investment 
company This means that two thirds of the 
trustees shall be subje.i to retirement liy 
rotation and shall be appointed In general 
meeting 

(11) The general body ol security holders 
of an investment company shall be entitled 
to place such restrictions on the powers of 
the hoard of ti ustecs as the general body of 
a company is t nutted to place on the board 
of directors under Section 291 ol the Com 
panics Act 

(12) The provisions ol the Companies Act 
relating to appointment and removal of 
auditors, their qualifications and dis 
qualifications and their powcis shall apply 
to the audiioi of the investment company 
In particular, the auditors shall be appointed 
in general meeting 

(13) The provisions oi Sections 397 and 
398 of the C ompanies Act relating to the 
powers ot the court to prevent oppression 
and mismanagement shall appiv to an 
investment company 

(14) The provisions ot Section 416 of the 
Companies Act relating to contracts in 
which I he company is an undisclosed prin 
cipal shall appiv to an investment company 
fhest provisions require the iitins ol anv 
such contract to be reduced to willing and 
submitted to the boaid 

(15) fhe management Ice is a charge for 
the expertise and cftoits involved in design 
ing and maintaining a portfolio Since 
expertise needed depends on the* type ot 
poittolio and the etforl docs not necessarily 
inciease Imcaily with the si/c of the port 
folio the managcincni fee should be a lunc 
tion of both 

I heie shall be ceiling o( one half of I per 
cent ol the funds managed for an all equity 
portlolio, and a ceiling ol one quarter of I 
per cent of tunds managed tor an all bonds 
portfolio 1 01 balanced porttolios, the ceil¬ 
ing shall be worked out using these two 
limits The ceilings themselves shall decrease 
with the si7e of the portfolio according to 
the following schedule 


Size of Fund 
(Rs '(X) crore) 

Management lee 

< 200 

10 per cent of funds 

400 

2 cr + 0 95 per cent of 
funds in excess of 200 

<~60< 

3 90 cr + 0 90 per cent of 
funds in excess of 400 

<800 

5 70 cr -f 0 85 per cent of 
funds in excess of 600 

<1000 

7 40 cr + 0 80 per cent of 
funds in excess of 800 

>1200 

9 00 cr -f 0 75 per cent of 
funds in excess of 1000 



I ne managemem lee appiicaoie lo an an 
bonds portfolio shall be one half of the fee 
applicable to an all equity portfolio of the 
same size. The above management fee shall 
covet executive salaries and administrative 
expenses including ofTice rent and the invest- 
mem company shall not incur any additional 
expense m this regard. 

(16) The Getting on annual transaction cost 
would be based on the turnover of the port¬ 
folio expected in a year. An all stocks port¬ 
folio is likely to be turned over more fre¬ 
quently as compared to an all bonds port¬ 
folio. While specifying the limit, a tiansac- 
tion cost of about O.S per cent has been 
assumed. 

The average annual transitions cost over 
the life of an all equity fund shall not exceed 
1 per cent of the value of the fund. The 
average annual transactions cost tor an all 
bonds fund shall not exceed 0.5 pet cent of 
the value of the fund. This would imply that 
on an average these portfolios are not 
expected to be turned over more than twice 
and once a year respectively. 

(17) It shall at.so be mandatory tor the 
fund to compute and publish the net asset 
value every day The fund shall also, 
periodically (end of every quarter) announi.e 
the details on the securities held in the 
portfolio. 

The resale and repurchase price of an 
open ended fund shall be specified every dav 
such that they straddle the NAV and the dil 
ference between them in h'ss than 2 pei cent 
of the NAV 

(18) An msestnient company shall not 
invest more than 5 per cent of us assets in 
the shares of any company Similarly, it shall 
also not invest in more than 5 per cent of 
the shares of any company. 

(19) An investment company shall not 
borrow or pledge its assets. 

(20) An investmeni company shall not in 
vest in another investment company 

(21) An investment company shall 
take/give deliveries in all their transactions 

(22) An investment company shall not 
enter into any tran.saction of purchase oi sale 
of securities with the promoters or trustees 
or any peisons/mstitutions in which the pio 
moters or trustees are interested. 

(23) No offer shall be made to a holder 
of the security of an investment company 
to exchange his security for a security in the 
same or another investment company on any 
basis other than relative net asset values. 

(24) Any investor who has been affected 
by the violation ol any of the above 
guiddines shall be entitled to sue the trustees 
and the promoters for damages. In addition, 
the trustees and other officers shall also be 
subject to penalties which may be imposed 
on a prosecution by the government. 


CENTRE FOR DEVELOPMENT STUDIES 

TRIVANDRUM - 695 011 

The Centre is intcre.sted in recruiting bright young 
persons as RESEARCH ASSOCIATES to participate in 
its teaching and research activities relating to popula¬ 
tion and development. 

Candidates for the post should have a Masters degree 
with a high second class and Pb 1) in Economics/ 
Statistic.s/Demography/Sociology/Rcgional Planning. 
Iho.se who have submitted the Ph.D. thesis are also 
eligible to apply. Candidates should have an interest to 
carry out interdisciplinary research on some aspects of 
linkages between population and development. 

The .H-ale of pay is Rs 220()-75-2«(K)-l()0-4000 and 
allowances on par with (k*ntral go\crnment employees 
in Trivandrum. Higher starting salary may be given in 
deserving cases. Upper age limit is 3-2 years with the 
usual relaxation for reservation categories The appoint¬ 
ment could be on regular basis or on contract basis for 
a fixed period. 

I’he Selection Committee may relax the qualification 
in exceptional cases and can al.so consider suitable can¬ 
didates from outside the list of applicants. Those 
selected at the preliminary screening based on the 
evaluation of application ma\ be called for a personal 
interview Candidates belonging to S('/ST, backw'ard 
communities and women arc specially encouraged to 
apply. Application on plain paper giving (1) name 
(2) address (5) date of birth (-t) educational backgntund 
from higher secondary indicating .siib)ccts studied, 
marks/class obtained and University (5) academic 
distinctions or honours (6) work experience indicating 
position held, period and organisation (“') ILst of 
publications with full citation (8) names of three 
referees and (9) any other relevant information should 
reach the Director, Centre for Development 
Studies, Prasanth Nagar Road, Ulloor, Trivandrum 
695 011 before June 30, 1991 Applicants should also 
enclose a copy each of their best publications. 
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FORM II^ 

(See Rule 4A (1)) 

FORM OF GENERAL NOTICE TO BE GIVEN TO THE MEMBERS OF THE PUBUC BEFORE MAKING AN APPLICAr 
TION TO THE CENTRAL GOVERNMENT UNDER SUB SECTION (2) OF SECTION 22 OF THE MONOPOLIES AND 
RESTRICTIVE TRADE PRACTICES ACT, 1969. 

NOTICE 

It is hereby notifled for the information of the public that JINDAL STRIPS LIMITED proposes to make an applica¬ 
tion to the Central Government in the Department of Company Affairs, New Delhi, under sub-section (2) of the 
Monopolies and Restrictive Dade Praaiccs Act, 1969 for approval to the establishment of a new undertakingAinltAUvi- 
sion. Brief particulars of the proposal are as under: 

1. Name and address of the applicant : JINDAL STRIPS LIMITED 

Delhi Road, HISAR (Haryana) 

2. Capital structure of the applicant : Authorised : 15.00 crores 

oiiianisation Subscribed and paid up ; 10.58 croics 

Sh. O.P. Jindal, Chairman & Mg. Oireaor 
Sh. Sa|)an Jindal, Jt. Mg. Director 
Sh. Ratan Jindal, Jt. Mg. Director 
Sh. T.R. Ibli, Director 
Sh. S.L. Gupta, Director 
Sh. T.C. Mitia, Nominee of HSIDC 
Sh. N.H. Bhattcr, Nominee of SICOM 
Sh. S.P. Nagarkattc, Nominee of ICICI 
Sh. B.K. Kapoor, Director 
Sh. Vinod M. Nowal, Director 
Sh. O.P. Vaish, Director 
Sh. R.K. Gupta, Director 

4. Indicate whether the proposal relates to ; New Unit 
the establishment of a new undertaking or 

a new unitMivision 

5. Location of the new undcrtakingAinit/ : Raigarh, (M.P) 

division 

6. Capiul Structure of the new underuking ; N.A. 

7. In case the proposal relates to the 
produaion, storage, supply, distribution, 
marketing or control of any goods articles 
indicate-. 

i) Name of goods articles 

ii) Proposed licensed capacity 
ili) Estimated annual turnover 

8. In case the proposal relates to the . N.A. 

provisions of any service, state the 

volume of activity in terms of usual 
measures such as value, income, 
turnover etc. 

9. Cost of project . Rs. 9200.88 lacs 

10. Scheme of finance indicating the amounts Equity . .5066.96 lacs 

to be raised from each source Loan from financial institutions/ 

mutual funds/banks 613.5.92 lacs 

9200.88 lacs 

Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of 
Company Affairs, (iovemment of India, .Shastri Bhawan, New Delhi, within 14 days from the date of publication 
of this notice, intimating his views on the proposal and indicating the nature of his interest therein. 

for JINDAL STRIPS LTD , 

Sd/- 

P.L. AJMER A 

Dated; SECRETARY 


Cement 

5,00,000 MT per annum 


5. Management structure of the applicant 
organisation indicating the names of the 
directors, including the managing/ 
wholetime directors and managers, if any 
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Demand for Tractiles in India 

G V S N Mttrty 
T R Sukumari 

It IS often alleged that yie growth of the Indian textile industry is constrained by demand factors, in particular 
the demand from the household sector. This being sn it becomes necessary to assess the patterns of extsting de¬ 
mand for textiles in order to examine how this may be improved This study examines the pattern of textile con¬ 
sumption, Its quality component and tncome and price elasticities of demand, in order to derive the crucial factors 
to improve household textile demand. 


I 

IntnMluction 

THF textile industry ocsupies u pride of 
plaie in the Indian economy It is one of the 
largest industries in the woi Id m terms of 
spinning and weaving capacities After a 
period ot relatisily good performance in the 
I9^0s It has been characterised bv a deceit 
ration in output and investment growth I he 
severe recession of the mid sixties also af 
fcctcd this sector adversely In recent years, 
structural changes |tave been |^i,onounced in 
the production ot textiles and in the mode 
of production I he organised mill sector has 
showrn a significant tall m output while the 
decentialised sector has doubled its output 
during 1970 to 1986 1 he aggregate output 
growth ot cotion textiles is below the popula 
lion growth while il is far above that for svn 
theiic and blended fabrics Ihus there is a 
shift in the mode of production from null 
sector to decentralised sector (inostiv ptvwer 
looms) and shift away from the production 
of cotion cloth to svnthctic and blended 
varieties 

The structuial changes in the riodmtioii 
of textiles are reflected in tin demand pat 
terns of the largest buyer the household see 
tor After showing a siagnancv in the per 
capita consumption of cloth (P( t.) in 1970s 
an improvement is witnessed both in the 
quantity and qualiiv of consumption ot the 
household secloi The ycirly P( C which was 
around 13 52 metres in 1981 had increased 
to 16 45 metres in 1987 Within the textile 
group cotton s loth has maintained i cons 
tant level ot 10 5 mcties while the non cotion 
and mixed vaiieiies hate shown gradual in 
crease I he pcTceiitage of textiles in the total 
consumer expenditure also witnessed a 
gradual increase from >> to II per cent from 
1970 to 1987 ‘ Thus the consumption of 
textiles in the nousehold sec tor has improved 
both in auantiiv and uualitv terms 

It IS often alleged that the growth in the 
Indian textile industry is constrained by de 
mand factors, in particular the demand from 
the household sector As this industry in re 
cent years is nut facing severe constiaints on 
account of raw material and other factors 
of production and in view of the fact that 
household sector is the largest buyer of tex¬ 
tiles, the growth of the industry depends on 
the growth in household demand In this 
context It IS important to enhance the de¬ 
mand for textiles so that the textile industry 


would not conceive the sickness observed 
earlier 

I he improvement in household demand 
for textiles could be visualised through 
fl) Enhancing the growth of per capita 
income oi per capita consumption ex 
penditurc (PC C), 

(2) An appropriate pricing policv 

(3) An appropriate structure of relative 
prices of different varieties of clothing 

This study examines the pattern of textile 
< onsumption, its quality component and the 
income and price elasticities of demand, to 
cull out the crucial factors to improve the 
household textile demand 1 he analysis is 
carried out by resorting to the estimation of 
two stage complete demand systems lor tex 
tile consumption in the first stage the 
pattern of icxtilc consumption is examined 
along with other items like food, fuel etc, 
of the consumpiinn budget, while m the se 
cond stage tiu pattern of consumption of 
varieties of textiles is examined 

flu iwo stage model is developed and 
estimated with the available information 
T he models art seen to be theoretically con 
sistciii and empirically manageable, so that 
the appioach could be utilised efficiently in 
proicctine the future demand 

1 his papci also provides a scenario analy 
SIS on household demand for texule in India 
lor the yeais 1995 and 2000 The sensitive 
ness of projections across alternative growth 
patterns ol pci capita consumption txpen 
dituic and that of alternative price changes 
aic examined Uv making plausible as iimp 
lions about non household demand and ex 
pons the fibre ic-quirement ol cotton svn 
thctics and cellulosics in 1995 and 2000 are 
also csiimated Wc hope the estimates would 
be useful in planning the textile sector iiv 
understanding the strut ture of textile dc 
mand and in assessing thesrole ol price 
mc’chamsm in improving demand 

The next section provides the trends in tex 
tile consumption Section 111 concentrates 
on the anaivsis relating it the two s'agc 
demand model Section IV examines the 
emerging per capita demand patterns in 
value and quantitative terms for the years 
1995 and 2000 under alternative PC L and 
relative price scenamos Section V provides 
the projected estimates of aggregate demand 
in 1995 and 2(X)0 along with the fibre re 
quircments Section VI summarises the 
remits 


II 

ln>nds in Textile Consumption 

We have four alternative data sources oi 
consumption/availability of textiles in India 
I hey are (I) National Accounts StatistiCi 
(NAS), (2) National Sample Survey on Con¬ 
sumption Expenditure (NSS), (3) Economic 
Survev (ECS) and (4) Consumption of tex¬ 
tiles published by the market research wing 
of the Textile Committee (CPT) The NAS 
and ECS data are based on production 
estimates whilt the rest of the two data 
bases are from the consumer surveys carried 
out from time to time The NSS and CPT 
data provide rural urban break up of textile 
consumption w hile the other two ar* for the 
country as a whole: Since this study concen¬ 
trates on the demand patterns for me coun 
try as a whole, wc rely heavily on the NAS 
and C PT data 

Tabic I provides the estimates of average 
annual compound rale of growth (ROG) of 
textile consumption in quantity and yalue 
terms and ot textile prices for the period 
1976 lo 198'' These rates are arrived at by 
estimating semi lop trend equations The 
NAS and ( I’T data art used for this pur¬ 
pose 1 he glowih rales from the NAS data 
icier lo textile consumption at I98(f-8I 
prices 

It can be seen that the NAS per capita lex 
tileexptndituit(PTT)at 1980 81 prices has 
grown at a rate ol 3 10 pci cent while the 
t FT data show a growth of 7 3 per tent The 
cnnsumpiion of textiles in metres has grown 
ai a rate ol 2 17 per cent I or cotton, the 
growth IS negative ( 0 72 per cent) but 
statistically insignificant while it is im¬ 
pressive tor non cotton (15 41 per cent) and 
mixed varieties (12 65 pei cent) The fact that 
the growth in the value terms (at 1980-81 
prices) IS higher than that of quantity im¬ 
plies the presence of improvement in tlW 
quality of textile consumption The quality 
improvement is also icflectcd in the shifts 
m the composition of consumption Cotton^ 
textiles, which accounted for M per cent of 
aggregate consumption (in metres) in 1976, 
declined to 65 8 per cent in 1987. the share 
of non cotton increased from 3 S per cent 
to 14 7 pei eni and mixed varieties from 6.1 
to 19 5 pel cent The growth in aggregate 
household demand during 1976 to 1987 is 
1 59 per cent for cotton, 18 01 per cent for 
non cotton and 1519 per cent for mixed 
varieties These trends broadly indicate that 
the non-couon and mixed varieties wouic 
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play a dominant role in the future consump¬ 
tion budgets of the household sector 
lextiles prices witnessed a growth of 6 SS 
per cent with NAS and 6 IS po cent with 
wholesale pnte index (WPI) data. With CPT 
data It IS around II22 per cent The CPT 
price data is simply the ratio of value to 
quantity of consumption The movements 
•sf this ratio, therefore, cannot be considered 
as reflecting the pnce changes as the budget 
shares within textile group are allosved to 
change over the period Thus an alternative 
pnce index with 1980-81 budget weights is 
constructed The growth in this index (con 
structed with 1980 CPT budget weights), 
broadly confirms the pattern reflected in 
^lAS and WPI data Thus the prices of tex 
tile are seen to increase at a rate of around 
6 5 per cent during 1976 to 1987 
As per the CPT data, 35 per cent of textile 
consumption in value terms is accounted for 
by cotton, 32 per cent by non-cotton and 33 
per cent by mixed varieties Price change in 
any one of them would induce a change in 
the price of textile For example, cerens 
paribus change of 10 per cent in the prices 
of cotton would imply 3 5 per cent change 
on textile prices and a 10 per cent change in 
omcotton and mixed varieties would impiv 
6 S per cent change in the price of textiles 
1 he demand for textiles depends on the 
relative price structure of items like food 
fuel, etc Any change in the relative price 
structure of these items would affect the ag 
gregatc textile demand which in turn would 
alter the demand structure ot the different 
^ varieties of clothing An improvement in the 
demand for textiles in the country therefore 
depends on the sectoral pricing policies of 

I the govei nmem and in particular the policies 
for cotton, non cotton and mixed varieties 
It IS necessary, therefoic, to assess (I) what 
IS the percentage change in the demand for 
textiles because of a certain percentage 
change in income or PC (2) what is the 

(percentage i hange in the demand tor textiles 
because of a change in the price structure 
of food, fuel, etc, (3) what is the change in 
he demand for the individual vaneiics of 
t extiles with a change in the above factors 
ilong with changes in the price structures 
t )f the varieties In the next section attention 
( s focused on these aspects by calibrating a 
wo-stage demand system for textiles 

III 

Two-Stage Demand Model for 
Textilra 

II 

c The distribution of growth over different 
tirpes of economic activity and of income 
It ver socio economic groups are the key fac 
}rs (hat determine the process of economic 
p evelopment In this context the successive 
odjustments between ihc production possi 
Ctilities and demand patterns play a crucial 
bale in forging a link to the complex chain 
up economy wide processes Such adjust 
rents unveil different implications for long 
inun policy formulation II the impediment 


in the production ix because of demand fac¬ 
tors, It IS highly important to eiamine the 
pattern of demand and identify the factors 
affecting demand 

In a policy model when one attempts to 
solve the implementation problem as far as 
possible by arranging for rero demand 
pressure in the consumer market, it becomes 
an important statistical and econometric 
problem to estimate the complete set of de 
mand elasticities i e, income, own price and 
cross-pnee (Frish 1962] The pattern of these 
elasticities reveals the possible directions of 
change in the demand patterns 

These directions of change could be used 
in targeting the production and m tracing 
the factors (controllable) that impede the 
growth in demand They also throw light on 
the likely impact of alternative government 
policies (mostly income and price) on de 
mand and in turn production 

Rcuigmsing the above need seveial 
research organisations and government 
agencies have estimated price and income 
elasticities ot demand for textiles in India 
Ihe approaches adopted to arrive at the 
estimates however are different and in many 
cases are not compaiable 

The estimates depend on the specification 
of the models, the data base and the 
methods of estimation The market research 
wing of the Textile ( ommittec (MRTC) toi 
example uses the data foi one year to arrive 
at pnce and income elasiicities The price 
variable in this is defined as the laiio of 
value to quantity ot consumption Thus 
these elasticities sutler from severe specific a 
tion problems which hmii then use toi policy 
prescriptions 

The first systematic attempt to build de 
mand models for textiles was made by Murty 
11983] followed more recently bv Croswaini 
[1990] These studies integrate the NSS data 
on consumer expenditure with that of ( 11 
data to arrive at a two stage demand model 
tor textiles 

In Ihe study bv Goswami [1990] the 
estimated elasiiiitie' suffer from defects 
I hese defects as will be show n later in this 
paper, arc mainly because of the specitica 
lion ot the price variable in the model I he 
price variable is specified as ihe ratio of 
value to quaniitv of consumption Ihc 
elasticities therefore represent the compoun 
ding effects of puces and quality and use 
of them for policy purposes would yield 
results which will be far from reality 

A two stage demand model is formulated 
m this paper to examine the pattern of price 
and income elasticities 1 he first stage model 
reveals the direction of change in textile 
demand owing to change in PCE and prices 
of four broad groups, viz, food, clothing, 
fuel and others The second stage model 
reveals the direction of changes in the de 
mand for varieties of clothing owing to 
changes in the prices of varieties and PTE 
In both the stages a I inear Expenditure 
System (LES) is postulated, which is 
derivable from the Stone-Geary utiPity 
function 


Writing P|« Pjy. * P^ aodQit • • - i 

as the price and quantity of consump¬ 
tion of N goods in tbe flnt stage ailocatim 
of PCE, say M (* X P, Qp, then the flni 
stage LES system ciu be mtten as: 

P,Q, > P, C, + B, [M-f P, C, ] + u, 

I - 1, 2, .. N (i: 

in this System C,*$ are mterpreted ai 
committed quantities (or expenditures) anc 
B,’s as marginal budget shares (MBS) i e 
I B, ■= I Given M, (M - Pj Cp providei 
the ‘supernumerary expenditure’ and thi 
consumer is assumed to allocate it acrosi 
goods, in proportion to B,, the MBS of i" 
got d I hus the estimates of B, provide in- 
formation on how a consumer distribute* 
additional income on the i"’^ good 
Analogous to the frrst stage model the se¬ 
cond stage model can be written as ’ 

P, q, - P,t, + b,(m ip,t,) + V, (7 

where m-P^ Qi, •' PTE and k is the suffii 
for textile group m the first stage LES model 
u and v^ are stochastic terms 
In the second stage model also, I b, - I 
and c's are the committed quantities (or ex 
penditurcs) within the textile group Sinci 
the models are based on utility maximisa 
non hypothesis, the set of demand relation' 
m (1) and (2) satisfies all the theoretica 
requirements 

Ihe fulfilment ol the theoretical eondt 
tions require"! that B>0 and fhi 

commuted quantity interpretation for C 
and c, IS only suggestive and it is not always 
possible when (-<0 and c cO Thu 
negativity however is not inconsistent witl 
the tiuoiv 

lire IIS models in (I) and (2) are • 
simultaneous system of non-hnear equation 
wit the parameters B^, C,, b, and c, Fhi 
(mpiiical results that follow are obtained by 
adopting the iterative Zeliner's |l%2] estima 

I SB! I I Aviracl Annijai Compouni 
OiiowTH Raiis (1976 1987) 


item 

Growth 

Rate 

R^ 

Per capita 

PCL at 1980 81 prices 
(NAS) 

2 16 

094 

PTE at 1980 81 puces 
(NAS) 

310 

085 

PTE at 1980 81 prices 
(CPI) 

Tib 

089 

Cotton (metres) 

0 72 

020 

Non cotton (metres) 

15 41 

(not signi 
fleam 
094 

Mixed (metres) 

12 65 

094 

All textiles (metres) 

216 

068 

Aggregate 

C otton (metres) 

159 

054 

Non«)iton (metres) 

1801 

095 

Mixed (metres) 

1519 

0.95 

All textiles (metres) 

4 53 

091 

Prices 

NAS 

6 56 

0.97 

WPI 

620 

0.97 

CPT 

6J0 

0.96 
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(ion piocedure after lineaniliig the mcNlete 
with Ihylor’s tenet expansion The cron* 
equation restrictiont are impoted in the 
Zellner’s procedinc and is repeated until the 
parameters converge The stochastic terms 
u, and V, in different equations are assumed 
to be contemporaneously correlated with 
zero mean and common covanance matrix 
The estimated covanance matrix of residuals 
at each iteration is used in Zellner’s pro 
cedure The converged estimates will be iden 
iical with Maximum I ikelihood (Ml) esii 
mates The expressions for the complete set 
of elasticities which are worked out at the 
sample mean<are given below 
Hrst Stage LES 

Income elasticity of good i wrt PCE, 

E. = B/W. (3) 

Pnce clastiaty of good i wrt j*'' pncew 
E„ * E, ♦-E,W,(1 + 4 E,), for l=j (4) 
~ + for I lij 

where ♦ = -(M-lPfryM 

W, = estimated budget share for the i'" 
good from the first stage model 

Second Stage LES 

Income elasticity of good i wrt PTE, 
e,=b/w, ( 5 ) 

Price elastiaty of good i wrt j"* price, 

*.j =" + foi i=j (6) 

- -e,w,(l + ft:,). for 1 it j 
where a= -(m-Zp^CjVm 

wi = estimated budget share foi the i"* 
good from the second stage model 

D\rA AND RISULTS 
Foi estimating tbe above demand models 
we need information on prices quantities (or 
constant price cspendituies) of consumption 
of different items in the consumer budget 
and similar data for textile sub group also 
Pa-vious studies on the subject have used the 
NSb data on consumer expenditure for the 
first stage model and income class wise CFf 
data for the se< ond stage In v lew of the fact 
that the NSS estimates oi cloth consump 
tion arc biased downward we utilise the time 
series NAS data on consumption for foui 
broad groups—food clothing, fuel and 
others—spanning the period 1960 to 1986 
The unplicit price indices (with 1980-81 - 1) 
are used for P,‘s in the model For the se 
cond stage model wi ui.lise the CPT time 
series data on three varieties of textiles— 
cotton, non cotton and mixed- 
spanning the period 1976 to 1987 The time 
senes data is used to minimise the compoun 
ding effects of quality on price elasticities 
If time series of cross section data, along 
with the price variable defined as the ratio 
of value to quantity of consumption are 
used, then the price elasticities will be bias 
ed as they also include the quality eflects 
Table 2 gives the ML estimates of the first 
stage model along with the estimated budget 
shares (W,) and the explanatory power of 
the model (R^) The asymptotic standard 
errors of the estimates are not given as they 


ue all statistically siginficain. 

It can be seen that ail B *s (i e, MBS) are 
positive and MBS is maximum for others 
followed by food and clothing The MBS for 
textiles as a whole is estimated to be 0158, 
I c, an average consumer would spend 
Rs 15 80 on textile from an additional PCE 
increase of Rs 100 

The compleic set of elasticities presented 
in Table 3 reveals the income elasticitv of 
demand fur textiles as I 5942 and ow n price 
elasticity as -0 5938, implying thereby that 
textiles IS income elastic and price m elastic 
in natiiic f uriher a 10 per cent rise in lood 
prices under rr/env panbm assumptions is 
seen to tcduce the demand for textiles by 6 
per cent Amonj othci goods in the con 
sumer budget the adverse effect of a rise in 
food prices IS highest for textiles 

I he clasticiiics are within the range ol 
eross countiv estimates reported in Tabic 4 
In consequenee the first stage model can be 
viewed as consistent Looking into the 
magnitude ol cross country estimates 


doubts ante about the Diliduy Of the lesulti i 
reported by Goswami (i$^] 

The parameter estimates and elasticities 
of the second stage model are given m 
Thbles 5 and 6 respectively These tables in 
dicate that MBS is tlie highest for non¬ 
cotton and IS followed by mixed and cotton 
varieties C oiton accounts for a negligible 
MBS which IS consistent with the data dur¬ 
ing the jseriod 1 he elasticities within textile 
group are negligible for cotton The demand 
for cotton textiles therefore is insensitive to 
a change in PTl or price of cotton The ‘ 
elasticities for non cotton are estimated as : 
2 488 wrt PTF and 2 029 wrt own price, ' 
the corresponding elasticities for mix^ are , 
estimated as I 048 and 1422 Thus non- \ 
cot ton and mixed text lies elastic wrt PTE j 
and own price 

The cross price elasticities ((able 6) in- 1 
dicaic that a 10 per ccni rise in non cotton i 
piiccs under ceteris par thus assumptions 
would increase the demand for mixed varie¬ 
ties bv " 7 pei cent while a 10 per cent nse 


Tabu 2 Parami n r Estimates oi 1 LS Stmi 1 

( ommodiis 

B 

C 

V, 

R^ 

lood 

0 3937 

583 54 

0 5341 

0992 

( lothing 

01582 

70 65 

00993 

09v6 

Fuel 

002% 

4914 

00415 

0 98‘ 

Other' 

04184 

263 17 

0 3211 

Owt 
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(Mean Level Model Stage 1) 


Commodity 


1 lavlicity wri the Price of 

Expenditure 


food 

C lothing 

I uel Others 

L 'asticiiy 

hood 

0 5377 

00350 

00233 0 1356 

0 7316 

C lolhiriv 

0 6542 

05938 

0 0508 0 2955 

1 5942 

luci 

0 293i 

00342 

0 2546 0 1324 

0 7143 

Others 

0 5347 

00624 

00415 0 6644 

1 3030 

T ABl 1 4 C ROSS t 

H NIKS f SIISIMISOI BIDGLTSIIARL EXPI NOITl Rf AMiOWNPkKI FI ASfICIIY 



Tixiiits 



Countrv 

ABS 

MBS 

IXPLl 

PRIFl 

Korea 

104 

061 

0 66 

013 

Thaihind 

084 

101 

1 20 

0 21 

Philippines 

074 

055 

0 75 

012 

Taiwan 

051 

069 

126 

0 35 

Jamaica 

107 

208 

195 

lot 

Panama 

074 

081 

11)8 

062 

South Afnca 

118 

164 

1 39 

0 34 

Orcece 

122 

168 

1 37 

0 83 

Ireland 

100 

134 

133 

044 

Puerto Rico 

106 

112 

106 

0 86 

Inly 

101 

087 

0 86 

0 54 

Israe’ 

094 

103 

110 

0 29 

UK 

107 

067 

0 62 

049 

Australia 

110 

050 

045 

-0 20 

West Germany 

123 

0% 

0 78 

0 59 

Svyeden 

IIS 

071 

062 

-044 

US 

095 

108 

114 

-066 


Notes ABS = Avirtge Budget Shaie 

MBS = Marginal Budget Share 

fcXPEL - bxpenditiiie Llasiiciiy ol Demand 
PRIEI - Own Price Elasticity of Demand 
Souve LIuch, Powell and Williams (I97/| 
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OFlJBMANDiiw TEXTILE 
(10 Per Cent Rdl in Non-Cotton and Mixed Prices) 
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^ I’ricc Effect 1993 
(^3 Income Effect - 1995 


)n prices of mixed varieties would increase 
he demand for nun-colton by 4.9 per cent 
The estimates ot second stage model also 
Jeviate markedly from the results reported 
>y Coswami [I9W]. (Joswami estimated the 
iwn-price elasticity of cotton within textile 
poupas -1.2827 while the eittimate in this 
Hiper is only -0.1326. It should be noted 
hat the simulations or demand projections 
vill be sensitive to the magnitude of price 
uid income elasticities and thus Goswami’s 
.esults cannot be (aken to retlcct the true 
,(hanges. If that is the case what arc the fac- 
ors that explain the difference? This aspect 
js discussed below. 

i Coswami [1989] used the CPT lime series 
|Vf cioss-seciion data for textile consumption 
And unit values for prices which include also 
lome pan of quality. When a demand model 
Is postulated, it is assumed that the obser- 
tations are generated as if they are random 
.Qrawings from a population facing different 
jflce structures. If quality variation is not 
iKsent we should expect only one price tor 
^31 consumers in each year. But the CPT data 
' how a one-to-one correspondence between 
nit value and income. We present below a 
mutive model which can partly take into 
ccount the quality effects on the elasticities. 
Let us assume that in period t. we have 
income classes and the corresponding unit 
jiaiues for cotton are p,, Pj, .., p^. The 
gverage unit value p* for all income classes 
Ijigether can be obtained as a weighted 

jj^ge of p,, p,.Pj. The quality 

.remium paid by‘i"' income class for cot- 
,>n will be (p,- p*) which may be positive 

* ir .aa.al.,,. 

Ot 


All India 


( 


r negative. If quality variation is present, 
' will be positive for higher income classes. 
uW can now decompose the value of con- 
^imption of cotton for i'** income class as 
1-P*)q,+ P* <1. 


Mixed 

Income Effect - 2000 
Price Effect - 2000 


The first part represents the quality com¬ 
ponent of total expenditure on cotton. This 
decomposition could be used to formulate 
a LLS type model to estimate it from the 
time SCI ICS of cross-section data. 

It three varieties of textiles are considered, 
LkS will become a six equation system, 
where the three additional variables repre¬ 
sent quality. 

(P,-P*)q, = b,-P*K + b, [m- 


} *> 

Z(P,- P*) c,-Ip* cj, i = 


I. 2, 3 (7) 


P* q, = p* c, -t- b, |m - I (p-p*)c 
!• ' 

<1 

- 1 p*Cj]. I = 4. 5. 6 


( 8 ) 


^4' ^3* 


ftv the (icriod 197347 am tibed toamhiM 
the quality effects. Weighted ML pnccduM 
is used to estimate the six equalim systen 
by taking the number of estimated houso 
holds in each class as weight. The estimafod 
quality effects on the MBS ate given in 
Tlible 7. 

With an increase of Rs 100 in PTE, Ihble 7 
reveals that the actual increase in cotton 
expenditure would be Rs 10.66 and qpalit) 
component Rs 1.77. The total quality com¬ 
ponent of MBS for cotton, non-<otton and 
mixed varietiq; works out to be around ll.N 
per cent of the increase in PTE. When thi: 
component is not distinguished, the actual 
MBS would be biased which in turn affeett 
the elasticities. The nature of bias depend! 
on: (I) the distribution of incoine class-wise 
prices around the average price, and (2) the 
shifts in this distribution over the period. 

The results relating to quality effects amply 
demonstrates that the LES etflipates based 
on all observations of CPT tjme series ol 
cross-section data on varietiai of textile! 
would yield inconsistent diiectiops of change 
in demand patterns. The inconsislencie! 
could be minimised by estimating LES 
models for each income class (or a grouf 
of classes), since the intra-class variation! 
m quality would be less prominent thar 
inter-class variations. 

in order to assess the extent of deviatior 
in MBS and elasticities with the full data set, 
LES with CPT data is estimated by taking 
all the income class-wise observatioas for the 
period 1976 to 1987. Data on six income 
classes for each year are used amounting Ic 
72 observations in all. The income class-wise 
price data are defined in the index form by 
taking mean level price of 1981 = 1.0. Since 
the number of households is not constant 

Tabu 7: Oualitv Errscis on Marcinai 
BuixiFi Shares 


In this model b,, bj, bj would yield the 
quality effect on the MBS while b^ 
provide the MBS net of quality. 

The CPT time series of cross-section data 


Item 

Marginal Budget Shares 

Quality 

Effect 

Net of 
Quality 

Cotton 

0.0177 

0.1066 

Npn-cotton 

0.0598 

0.4182 

Mixed 

0.0339 

0.3638 


Table 5: Paramfter Estimailsof LES 
(Mean Level Model: Stage 2) 


Commodity 

b 

c 

w 

R* 

Cotton 

0.0293 

72.9906 

0.4278 

0.9794 

Non-cotton 

0.6413 

-130.6799 

0.2577 

0.9953 

Mixed 

0.3294 

-38.0609 

0.3144 

0.9881 


Tabi e 6: Esiimates of Price and Expenditure Elasticities 



(Mean Level Model: Stage 2) 



Commodity 

Elasticity wrt the P'ice of 


Expenditure 


Cotton 

Non-Cotton 

Mixed 

Elasticity 

Cotton 

-0.1326 

0.0506 

0.0135 

0.0684 

Non-cotton 

-0.9513 

-2.0288 

0.4919 

2.4882 

Mixed 

-0.4005 

0.7745 

-1.4216 

1.0477 
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icross the income classes and for each in- 
:ome class across years, weighted ML pro- 
:edure is used to arrive at the parameter 
estimates. These estimates are presented in 
fobte 8 and elasticities in Ihble 9. A com¬ 
parison with the results given in Tkbles S 
and 6 reveals that ail-class model overstates 
:he MBS for cotton and understates for non- 
:otton: for mixed textiles, however, the dif¬ 
ference is marginal. These features, un- 
K|uivocally indicate that estimates based 
pn unit values need correction fbr quality 
:hanges. 

IV 


FoTiNojecting the future demand for tex¬ 
tiles nine price scenarios and three PCE 
scenarios are considered together. The nine 
price scenarios are as follows: 

PSI: No change in relative prices. 

PS2:10 per cent fail in the prices of cotton. 
PS3: 10 per cent fall in the prices of non- 
cotton. 

PS4; 10 per cent fall in the prices of mixed 
variety. 

PSS: 10 per cent fall in the prices of non¬ 
cotton and mixed varieties. 

PS6:20 per cent fall in the prices of cotton. 
PS7-. 20 per cent fall in the prices of non¬ 
cotton. 


io 9.5 per dmt fall ttxiue pncec, wntte ■ 

those iirom PS6 to PSS imply 6.4 to 7 per 
cent fall PSS and PS9 imply a 6.S per cent 
and 13 per cent fall in textite prices. It should 
be noted that the price scenarios refer to a 
fall in prices over the projection period while 
the PCE scenarios refer to yearly changes. 

In all the scenarios, the relative prices' of 
food, fuel and others in the first stage model 
are gssumed to be constant. 1987 is taken 
as the base year for projections and the LES 
parameter estimates are converted into 1987 
prices. The CPT expenditure on textiles, 
which is Ks 356.53 for 1987, is taken as base 
value. Since the CPT and NAS estimates of 
textile consumption differ markedly, the 
elasticity estimates from the first stage are 
used to project the demand for all varieties 
of textiles. The first stage projected estimate 
along with the second stage parameter 
estimates of LES arc used to arrive at the 
demand for individual varieties. 

The detailed steps involved in the projec- 
t\pns are given below. 

Step I: Given a price scenario work out 
the .change in textile price. 

Step 2: Use the LES first stage elasticities 
(given in Table 3) along with step I result 
and PCE growth, to derive the growth in 
PTE over the projection period. 

Step 3: Work out the actual PTE with the 
help of step 2 result and the base value of 
consumption of textiles. 

Step 4; Use step 3 result along with the 
second stage LES estimates (given in Table 5j 
to arrive at projections for the varieties of 
cloth. 

The per capita demand (PD) is more res¬ 
ponsive to PCE growth than price reduction. 
This is as expected, since the price reduction 
refers to the entire projection period, while 
PCE growth is on yearly basis. 

Ihe PD for all textiles, which is 16.35 


Per Ca|Hla Demand Projections for 
lextiles: 1995 and 2000 

This section portrays the likely household 
lemand for textiles for the years 1995 and 
Z(X)0. The LES models estimated in the 
arevious section are used for this purpose. 
While formulating alternative scenarios the 
following features as revealed by the LES 
parameter estimates are taken into account 

(1) PCE price of textiles and food signi¬ 
ficantly affect the demand for textiles. 

(2) 10 per cent change in cotton prices 
would induce 3.5 per cent change in textile 
prices. 

(3) 10 per cent change in the prices of non- 
:otton and mixed varieties would induce 6.5 


PS8: 20 per cent fall in Ihe prices of mixed metres in 1987 will be in Ihe range of 18.7 
varieties. to 24.84 metres in 1995 and between 20.47 

PS9: 20 per cent fall in the prices oTnon- and ^0.02 metres in 2000. The PD will be 
cotton and mixed varieties. maximum when price reduction is envisaged 

The three PCE scenarios are as follows: lor both non-cotton and mixed varieties. It 

ESI: 2.5 per cent increase in PCE. will almost be invariant when price reduction 

ES2; 3.5 per cent increase in PCE. is envisaged separately for each of the varie- 

ES3: 4.0 per cent increase in PCE. ties (i e, in PS2, PS3, PS4, PS6. PS7. PSS). 

The scenarios from PS2 to PS4 imply 3.2 The composition of demand however will 


TabieS: Parameter Estimmls 01 LES 
(Alt Class Model; Stage 2) 


Commodity 

b 

c 

H' 


Cotton 

0.1185 

41.7087 

0.4308 

0.9701 

Non-cotton 

0.557t 

-142.3861 

0.2581 

0.9833 

Mixed 

0.3244 

-52.7362 

0.3112 

0.9886 


per cent change in textile prices. 

(4) Non-cotton and mixed varieties of tex¬ 
tiles are income and price elastic in nature. 

(5) Cotton is inelastic both wrt price and 
income. 

Looking into these features, it can be em¬ 
phasised that the demand for textiles in 
household sector would depend on the 
growth in PCE, and changes in the prices 
pf food, non-cotton and mixed textiles. 


Table 9: Estimates oe Price and EvFrNoniiRr Ei asth itifs 
(All Class LES Model. Stage 2) 


Commodity 

Elasticity wrt the Price of 

Cotton Non-cotton Mixed 

Expenditure 

Elasticity 

Colton 

-0.5497 

0.2016 

0.0731 

0.2750 

Non-col ton 

-0.4751 

- 2.2578 

0.5739 

2.1589 

Mixed 

-0.2294 

0.7641 

-1.5772 

1.6426 
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The PD Tor cottoAT tbctUes in t99S and 
2000 is insensitive not only to iu own price 
reduction but also wrt the prices of non- 
cotton and mixed. It will be in the range of 
10.8 to 11.8 metres in 1995 and II to 12 
metres in the year 2000. On the contrary the 
increase for non-cotton and mixed varieties 
will be sizeable with a reduction in the pnees 
of all the varieties. The PD for non-cotton, 
which IS 2.4 metres in 1987 will be in the 
range of 3.73 to 7.29 and 4.68 to 9.19 metres 
in the years 1995 and 2000 respectively The 
PD for mixed textiles, which is 3 20 metres 
in 1987, will be in the range of 3.98 to 6.75 
metres in 1995 and 4.59 to 8.63 metres in 
2000. Alternative scenarios thus exhibit a 
wider range of projections for non-cotton 
and mixed varieties The prevalence of such 
a marked range in projections is plausible 
in view of the fact that the PCE and price 
scenarios represent both the pe.ssimistic and 
optimistic alternatives. 

Since it is difficuit to discuss in detail the 
magnitude of all the PD projections, we pre¬ 
sent in Ihble 10, the emerging demand in 
1995 and 2000 by assuming 2.5 per cent PCE 
growth, which is slightly above the growth 
witnessed in recent years 

The PD for cotton will almost remain in¬ 
variant maintaining a level of around 11.00 
metres in both the periods. Price reduction 
induces substantial shifts in the demand for 
non-cotton and mixed varieties. During 1987 
to 1995, the shift in non-cotton would be 
from 2.^ to 4.09 metres without price reduc¬ 
tion, and would reach the level of 4.87 metres 
with 10 per cent fall in prices and 5.83 
metres with 20 per cent fall in prices, for 
mixed varieties the shift would be from 3.2 
to 4.34 metres and to 4.85 metres and S.48 
metres with 10 and 20 per cent price reduc¬ 
tion respectively. Thus with 10 per cent fall 
in prices the PD for non-cotton would be 
increased by 100 per cent and mixed varieties 
by 52 per cent. With a 20 per cent fall in 
prices the PD for non-cotton and mixed 
varieties would be increased by 143 per cent 
and 71 per cent respectively. During 1987 to 
2000, the PD for non-cotton would he in¬ 
crease by 160 per cent and 208 per cent with 
10 per cent and 20 per cent price reduction 
and that of mixed varieties by 80 per cent 
and 103 per cent respectively. 

In order to assess the significance of price 
reduction we present in Table II the changes 
in PD due to price reduction and PCE 
growth. The non-cotton and mixed varieties 
are taken for this purpose, in 1995, with 10 
per cent price reduction, 69 per cent of the 
increase in PD will be on account of PCE 
growth for both non-cotton and mixed varie¬ 
ties and 31 per cent on account of price 
reduction. With further price reduction the 
contribution of price and PCE growth 
would remain the same, i e, about 50 per 
cent. However, in the year 2000 the contribu¬ 
tion of PCE growth will be sizeable; 76 per 
dmit with 10 per cent fall and 59 per cent 
with 20 per cent fall. Charts I and 2 depict 
'the contributions of price reduction and 
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mixed varieties. These results thus show the 
importance of price reduction to improve tlw 
per capita domestic demand. 

The estimates of aggregate household de¬ 
mand for the years 1995 and 2000 are given 
in Thble 12. These are arrived at by assum¬ 
ing the population in 1995 as 904 million 
and that in 2000 as 999 million. With 10 per 
cent price reduction, the aggregate demand 
m 1995 and 2000 would be 18,676 and 23,136 
million metres respectively. The correspon¬ 
ding estimates for individual varieties in 
million metres are: 9,890 and 11,149 for 
cotton textiles; 4,402 and 6,244 for non¬ 
cotton; 4,384 and 5,744 for mixed varieties. 


maii|iy due to non-cotton and mixed varie¬ 
ties and this increase will be sizeable with 
further price reduction. 

V 

Aggregate Demand for Textiles 
and Textile Fibres 

Total demand for textiles comprises 
household demand, non-household demand, 
and exports. The non-household demand 
and exports in 1995 and 2000 are derived by 
making plausible assumptions. The exports 
of cotton textiles in 1995 and 2000 are 


Tabu 10 PROjttTtD Pea Capita Housuioid Di mank m>k 1i\tiiis (in Mi iris) 
(Assumed Cirowih in PCE' 2 5 Per Cent P\) 


Prices 

Year < 

C oiion Non-Cotlon Mixed 

All Textiles 

_ 

1987 

10 75 

240 

3 20 

16.35 



(100) 

(100) 

(100) 

(100) 

No change 

1995 

1097 

4.09 

4 34 

19 40 



(102) 

(170) 

(136) 

(119) 


2000 

11.19 

5.34 

515 

21.69 



(104) 

(223) 

(161) 

(1.33) 

10 per cent fnll in 






NCOl and mixed 

1995 

10.94 

4 87 

4 85 

20 65 



(102) 

(203) 

(15:) 

(126) 


2000 

11 16 

6 2S 

5 75 

23 16 



(104) 

(260) 

(180) 

(142) 

20 per ceni fall in 






NCOT and mixed 

1995 

10.90 

5.83 

5 48 

22 21 



(101) 

(243) 

(171) 

(1(6) 


2(KI0 

li 13 

7 39 

6.49 

25 01 



(104) 

(308) 

(203) 

tl53) 

• figures in brackets are the indices with 

1987 - 100 




I Mil 1 

11: Drt osii>osn ion oi Inc ki ase 

IN PiR CM’IIA l)l M\ND 







lln meiirs) 


1995 Contribution ol 


2(8)0 Coniiibuiion ol 


PCE Ciiowth 

Price Fall 

Pt f (.llOWlh 

Price Fail 


10 per cent fall in non-coiion and mixed prices 


Non-cotion 

1.69 

0.78 


2.94 

091 


(68,4) 

(31.6) 


(76 4) 

(23 6) 

Mixed 

1.14 

0.51 


195 

0.60 


(69.1) 

(30.9) 


(76 5) 

(23.5) 


20 per cent fall in 

non-cotton and mixed prices 


Non coilun 

1.69 

1.74 


2.94 

2 05 


(49.3) 

(50.7) 


(58.9) 

(41.1) 

Mixed 

1.14 

1.14 


1.95 

1.34 


(50.0) 

(50.0) 


(59.2) 

(40.8) 


Figures in ihe brackets are the percentage contributions to the increase in demand. 


Iadii 12 Projsctcd AcAjRroATC Houst HOLD Demand rOR IrxTiLFs 

f/n million metres) 


Prices 

Year 

Cotton 

Non-Colton 

Mixed 

All Textiles 


1987 

8,411 

1,880 

2,501 

12,792 

No change 

1995 

9,917 

3,697 

3,923 

17,537 


2000 

11,179 

5,334 

3,144 

21,637 

10 per cent fall 

1995 

9,890 

4,402 

4,384 

I8A76 


2000 

11,149 

6,244 

5,744 

23,136 

20 per cent fall 

1995 

9,854 

3,270 

4,954 

20.078 


2000 

11,118 

7,383 

6,484 

24,985 


Assumed Population; 1995 - 904 Million 
2000 - 999 Million 
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Tawjs 13. Demand foe ConoN. SyNTMeric and Celuuuwc Fieebs 


Pnees 

Ifcar 

Cotton 
(Lakh Bales) 

Synthetics 
(Million Kg) 

Cellulosics 
(MQhon Kg) 

No change 

1995 

IIS 

513. 

200 


2000 

134 

698 

271 

10 per cent fall 

1995 

115 

586 

228 


2000 

133 

733 

285 

20 per cent fall 

1995 

114 

6S8 

256 


2000 

133 

910 

354 


assumed to be of order 1,200 and 1,800 
million metres respectively The corresponding 
exports of synthetics (including cellulosics) 
are assumed to be of order 200 and 2'iO 
million metres 

For deriving the non household demand, 
the composition of household demand and 
non household demand in 1986 is .issumcd 
to remain same in 199S and 2000 The ag 
gregate consumption of textiles of the non 
household sector in 1986 is 2,200 million 
metres, of which cotton non cotton and 
mixed varieties account for 1,444, 11^ and 
621 million metres respectively 1he esti 
mates indicate that the contiibution ut 
household sector in total demand ol house 
hold and nun household i. 8^ per cent foi 
cotton 91 per cent lor non cotton and 77 
pci cent for mixed varieties 

1 he demand for synthetics is obtained by 
adding 82 pei cent of non cotton demand 
with that of mixcxl varieties and exports and 
by subtracting the cellulosics share (nsI nch 
IS 28 per cent of synthetics) The estimates 
of aggregate dr mand aic used to arrive at 
the requirements of cotton (in lakh bales) 
synthetics (in million kg) and that ol 
cellulosics (in million kg) Tabic II provides 
the estimates with 2 1 per cent PC L t rowih 
assumption, and with three price alter 
natives no change, 10 per cent i ill and 20 
per cent tall in relative prices 

The cotton requirement in 199'! and 2000 
would be around IIS and 114 likh biles 
respectively The requirement is insensitive 
to the pric^ scenarios IVithout am di tnge 
in relative prices the demand toi vnihetic 
fibres would be SI land 698 nuUion kg win I 
lor cellulosics it would be 200 and 2’l 
million kg respectively With 10 pti cent 
price fall, synthetic yarn requirement would 
be 586 and 731 million kg in 199^ an 2(X)0 
respectively, the corresponding estimaics 
with 20 per cent price lall would be 6S8 and 
910 million kg I he fibre requirement ot 
cellulosics up to 2000 would be in the langc 
of 2(X) to 3S4 million kg 

Pnee reduction of synthetics induces 
significant increase in the synthetic yarn 
requirement This could be met in fact 
through the expansion of installed caiiaci 
ty The install^ capacity ol synthetics in 
1990 IS S9S million kg while the licensed 
capacity is lor 969 million kg Thus the yarn 
requirement up to 2000 could be met with 
the existing licensed capacity However the 
need for capacity expansion, and in turn the 
additional investment, would arise when the 


PCE exhibits giowth above 2 S per cent 

It may be noted that the price reduction 
in textiles is possible only when government 
IS keen to protect the textile industry and re 
tain Its status as one of the largest industries 
in the world Although price reductioremav 
lead to loss in the government revenue the 
increase in iiouschold demand would be 
si/cabic At the sime time the constraints 
faced by tlic industry on account ot raw 
I latcridls impoit lestrictions, and lanfts 
etc havt to be cased to enhance textiles pro 
du turn in the country 

While diiiving the estimates manv 
assump ions ire made which may aftect the 
analysis adversely We have not taken into 
account the demographic factors, the com 
position ot luid urban population, the 
stniclurc ot demand across income classes 
and spatial uiiiis etc These factors have to 
be mcoiporatcd m the demand models to ai 
nvt at the complete set of elasticities and 
piojcctions with less bias Istimation ot 
such models would not only help in effi 
cicnilv ti «c iig the changes in demand pal 
krns but also in projecting the demand 
iindcT dicrtiaiivc demographic scenarios 

VI 

( onriusionb 

A two stage demand model is developed 
and estimated to assess the role of income 
and prices in the future demand for textiles 
The tollowing broad conclusions emege 
tiom the analysis 

(1) The demand for cotton textiles is in 
clastic both wrt nvome and its own price 

(2) Tilt demand for non cotton and mixed 
varieties is clastic both wrt income and 
own price 

(1) Quality improvements in textile con 
sumption art seen to exist 

(4) The per capita demand for cotton lex 
tiles would almost remain invariant at a level 
of II metres up to the year 2000 

(5) Substantial shifts in the composition 
oftixcilc demand are seen to emerge in 1990 
and 2000 and thev will be in tnvoui of non 
cotton and mixed varieties 

(6) With 2 S per tent growth in per capiu 
total expenditure, per capita consumpuon of 
non cotton which is 24 metres in 1987 will 
be increased by 4 09 metres in 1995 without 
any price aduction with 10 per cent and 20 
per 1 int price icduction (in non-cotton and 
mixed varieties) it will be 4 87 and 5 83 
metres respectively The per capita consump¬ 
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tion of mixed variEiitt lanicii» oKun 
in 1987 will be menaaed by 443 metm in 
t99S without price leduction; with 10 per 
cent and 20 per cent price reduction the 
consumption will be 4.8S and S 48 metres 
respectively 

(7) The contribution of price reduction to 
the increase in demand for synthetics is seen 
to bi substantial 

(8) With 2 5 per cent PCE growth, the 
existing licensed capacity of synthetic yam 
production would meet the yam requirement 
up to the year 2000 

Notefe 

are indebted to Y Is Alagh for valuable 
comments and suggestions J 

1 See National Accounts Statistics (NAS) 

2 Per capita income and PCE are used 
synonymously m the subsequent analysis 

1 C apital letteis are used (or first stage model 
and small letters for the second stage model 
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Employees and Organisation in India 

Need to Move beyond American and Japanese Models 

Rajen K Gupta 

There has been a general tendency to pursue theories of organisation and management in a universalatic ap¬ 
proach. But culture-specific ideas are beginning to take shape. This ptpper reports on the implications of recent 
psychoanalytic indghts about the Indian 'self (as distinguish^ from the American and Japiinese 's^)for organisa¬ 
tion and management. It also reviews mq/or indigenous contributions and indicates jievr dimensions which need 
to be included in furthering culture-specific theories for organisations in India. 


WORK organisation is a major human in¬ 
novation. A modem society is unthinkable 
without it. Almost everything around in a 
home today is a product of a modern work 
organisation, so are the constantly flowing 
conveniences like water in the tap and elec- 
‘ tricity. For services like health, education 
and banking also we are dependent on the 
services provided by various work organisa¬ 
tions. Easily the most complex aspect of any 
such work organisation is the organisation 
of people who make it work. Almost by 
deflnition an organisation cannot deliver the 
required products or services without the 
necessary co-operation of the people work¬ 
ing in it. Such co-operation, however, cannot 
be taken foi granted. Perhaps fortunately, 
in spite of seeing the necessity of such work 
o^nisations, people are unwilling to sub¬ 
jugate themselves totally and blindly to 
organisational imperatives as these may be 
framed from time to time. Hence there is a 
continuing quest for better designed 
organisations. One of the continuing acid 
tests of an organisational design is the ex¬ 
tent to which it integrates the employees with 
the organisation without making them lose 
their dignity. 

As and when necessary humankind 
created some kind of organisations to fulfil 
its needs throughout the recorded history of 
various civilisations. But apart from a few 
organisations for civic administration or for 
propagating religious ideas, not many large 
organisations existed before the flrst in¬ 
dustrial revolution. Technology made it 
possible to operate large organisations for 
a more efficient service to the populace at 
large. Conscious, scientific study of the 
design of organisations is an even later 
phenomenon. 

Those who began studying the organisa¬ 
tions tended to take the universalistic nature 
of organisations for granted. So the pioneers 
assumed and began to look for universal 
principles of good organisational designs. In 
the next stage organisational thinkers began 
to compare aspects like technology, task or 
environment across organisations but con¬ 
tinued to hold universalistic applications of 
their local findings. Comparative study of 
organisations across societies, nations or 
cultures is a very rec«>t phenomenon not 
more than a couple of decades old. 

India has lagged behind Western countries 
in the formal study of modem orEanisatkms. 


Hence it has tended to be governed by the 
current international intellectual hegemony 
in this respect from time to time. The first 
majoi influence on organisational designs 
came from the imperial powers mainly 
United Kingdom. UK and USA having so 
many historical and cultural linkages bet¬ 
ween them, shift from British concepts to 
American concepts, but continued to retain 
a flavour ot following universally applicable 
principles of organisational design and 
management. Some authors like Cro/ier' 
tried to draw attention to the cultural 
specificity of organisational functioning but 
did not deter the universalistic thinking 
enough. 

The real point of departure trom univer¬ 
salistic thinking came from the meteoric rise 
of Japan as an industrial power. America 
began to lose its economic hegemony. Ex¬ 
periences of interactions of Western execu¬ 
tives with their Japanese counterparts during 
international business deals were puzzling to 
them, to say the least. Interest began to grow 
in the design and management of Japanese 
organisations. They were found to be so dif¬ 
ferent from Western theories that univer- 
salism of Wstern theories got a big jolt. The 
‘Far-east* began to be prominent in sug¬ 
gesting a new paradigm of managing 
organisations. 

Somehow, though universalistic hegemony 
of Wstern ideas for organisational manage¬ 
ment has given way to comparative views, 
Indian organisations are lending to see 
Japanese management as the next panacea. 
More and more organisations arc trying to 
transplant Japanese practices hoping for the 
Japanese miracle to take place on Indian 
soil. But doubts persist and anxiety con¬ 
tinues as to whether these ideas can work 
in India. The debate tends to swing between 
‘Japanese management is the answer’ to 
‘Japanese management cannot work in 
India*. Lack of team work contihues' to 
haunt the organisations and the capitalistic 
greed of owners and managers keeps 
employees and their unions on their defen¬ 
sive guard. Public sector at lar^ is disown¬ 
ed by everybody but for being exploited for 
personal ggdns. Employees in service organi- 
s ations like b anks make a mockery of custo¬ 
mer servk^and public systems' employees 
seem to be self-serving rather-than serving 
the public; , 

Muibi'ikdbody has the answer to the uni¬ 


que problems of Indian organisations. Even 
with best efforts the solution to problems 
of such a recent human innovation in a 
developing society cannot be found over¬ 
night. But the approaches to discover solu¬ 
tions themselves need to be improved. The 
simple formula of borrow and try, and then 
accept or reject, will not do. Accepting the 
comparative perspective, there is a need to 
look deeper into ourselves, own up our 
history and culture. Then practices in other 
countries and societies can be treated as 
ideas to be examined in relation to the local 
context. Explorations can then take the 
shape of an active inquiry and search rather 
than one-shot internalisation of the current 
management fad 

1 his paper culls out some fresh insights 
about the similarities and dificrcnces bet¬ 
ween American, Japanese, and Indian psyche. 
Implications of lhe.se differences for 
the adaptation of American and Japanese 
management techniques by the Indian 
organisations arc briefly indicated. The ideas 
of major Indian management thinkers are 
then examined in the light of the fresh in¬ 
sights Finally the gap in management think¬ 
ing so far have been identified to draw 
an agenda lor theorisation, research and 
experimentation. 

AMtRiCAN, jAPANtSt AND INDIAN ‘Sbt F* 

Comparative views on ‘selP/psyche are 
mainly coming from psychotogkally-inclined 
anthropologists and culturally-sensitive 
psychologists and psychiatrists. During the 
early part of twentieth century, intereit in 
the study of culture and personality was 
there but then for maity decades it remained 
on the periphery. There is now a renewed in¬ 
terest in understanding the subjecthte ca- 
perience in different cultures? 

A major fresh step in this direction has 
been taken by Alan Roland? He is a 
psychoanalyst, but with a diffcreiRtrllieo- 
retical tkvelopments in psychoanalysis have 
been dominated by European, British and 
American psychoanalysts. Even while look¬ 
ing at other cuttuies the view has been con¬ 
strained by the theories developed in then 
countries/cultures. There is a fwadM 
awareness, now that theories about socili 
phenomena are culture- and history-bonal 
Roland hat uken courage to lake on sneh 
a comparative hittorieiMUltural tfanoe wMk I 
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lapan On Mi journey to the Eut he made 
I consaous and delibmte effort to look for 
liternate concepts to understand the 'self 
n Indian and Japanese cultures He spent 
nght months in India mamly in New Ddhi, 
Bombay and Bangalore During this period 
le conducted short-term psychoanalytic 
herapy in Bombay over a toul of five 
nonths with 12 English-speaking middle 
ind upper-middle class Indum patients from 
Ive di^erent religious communities, super¬ 
vised two psychoanalysts and several soaal 
vorkers, attended a wide vanety of case 
neseniations at a variety of institutions, 
;o-counselled three groups of women college 
liudents with a social worker and had 
cnglhy discussions with a variety of 
isychoanalysts, psychologists, psychiatrists, 
>Qkial workers, anthropologists and soCio 
ogists He also relati^ his experience in 
ndia with his experience with Indian clients 
ind students in America Similarly he spent 
I month in Japan There he supers is^ a 
lumber of analyses and held in depth 
liscussions Based on these he has come up 
vith icfreshingly original formulations ol 
he nature of the ‘self in India and Japan 
IS distinct from the American ‘self He also 
irticulates subtle differences between the 
ndian and the Japanese ‘seir 
His formulations emphasise sonic inajoi 
lifferences According to him while in 
American develops a highly individualised 
seir, Indians and Japanese develop a highls 
amilial ‘self Further, the structure ol 
amibai 'selves’ of Indian and lapanese also 
liffer The following sections elaborate on 
hese ideas 

AMfeRiCAN vs Indian Si i i 

Comparing the Aroeiican and Indian 
ocieties in terms of individual lunctioniiig 
toland writes 

In Indian society with all Its cnoiinous 
heterogeneity the pervasive dominance ol iht 
extended family almost as an cniilv unto 
Itself, IS a constant T he importance of cnio 
tionally close well defined hierarchical f uni 
ly relationships with reciprocal responsibiliies 
throughout life is even mamtesud Imguisn 
tally, where there are vpecilic words for cacti 
and every kinship relationship I his is in con 
trast to the \\bstern generalised kinship terms 
ol cousin, brother in law, and so forth 
Specificity for highiv complex kinship rela 
tionships becomes imponam in a social 
structure where the extended family is the 
dominant focus of an individual’s life It is 
therefore a necessity to understand Indian 
family relationships and structures to 
perceive the psychologic^ make up This, of 
course, is in contrast to American urban 
society where peer groups, and various other 
extra famihal social contexts assume an ever 
increasing importance vu-e-vis family rela 
tionships Occupational and other majCH- life 
decisions are rarely left to the individual 
Moreover, a multi millennial world-view of 
the basic meaning of the life cycle is imbibed 
throughout the formative years into the 


fteqitent rdigmus festivals, h is not too mudi 
to generalise that Indian society stresses far 
more the extended family, community or yon 
(popularly known as caste) hierarchy, and the 
conimuiiy of tradiiiens than American soae 
ty, which IS so oricnied towards change; soaal 
and physical mobiliiy a multiphaty of social 
options, an egalitarian ideology, and con 
siderable autonomy of^he individual^ 
Roland holds the position that “the in 
trapsychic development of the 'seiP is con 
gnient with the major soao-cultuiai patterns 
of a society and will therefore, vary in con 
tiasting societies”.' As he “worked with pa 
tients and talked with Indian analysis, the 
picture that emerged of the Indian ‘self is 
one whose ego boundaries encompass others 
of the extended family, a *setr less separate 
and differentiated intrapsychically than the 
‘seir of most Americans”.*^ Due to enor 
mousiy close tie to the mothering person, 
and the cultural intensification of idealisa 
tions and veneration of parental figures, 
which IS reiniorced through mythological 
images, the Indian siir develops to be “far 
more deef/iv identilicd with family and ‘jati’ 
than a conn mpor irv American” (p 242)’ 
And 

Kclationships lo the Indian psyche are usual 
Iv tai more imporiaiii ihan issues l-urthei 
Indians scim u make their major narcissistic 
investmtnis in ihc veil and family rather than 
in public phtres" 

Ol furtht r rt Icvance in relation to work 
oiganisationv is ihc patterning of aggression 
as a part ol ilu familial self 
As Kamahni S irahhai (personal communica 
linn) a psychnanalvst, pul it, public 
spaces lie nui so much a no man s land 
ts an arena lor onlhvl The point she was 
making is that iiittt and hostility have lo be 
lomiollcd and coni lined within close ex 
tended tamily relationships thereturc, these 
feelings cificn become unconsciously split off 
and displaced o iisidt the family'' 

Moving beyond iht i oiiirast between the 
American ‘individuiiiscd self ind Indian 
familial veir Kol ind goes on to point tht 
'spintudl’ or transcendental self ‘Without 
(ositing such a vcir he believes, it is total 
Iv impossible even to begin to compn hciid 
the Indian personality society and ciil 
lureTo him tvisiciice of such an aspect 
of Indian self is indicated by ‘a niMhic 
orientation to cvervday relationships a 
magic cosmic insolscniciit svith destiny and 
the piactice of a wide sanetv ol rituals 
frequently associated with both msths and 
magic cosmit toinspondences He also 
sees the Hindu cultural world v i w giving 
spiritual meaning to inlcrpirsona transac 
tions and the carious goals and stages ol 
hie".'*’ 

Contrasted with such a ‘lamilial commu 
nal-spiritual self of Indian is the gestalt ol 
‘the individualised self i f American per 
sonahty “where there h far more autonomy 
and ind viduation. and an imposed socio 
cultural necessity to choose and take action 
on a number of social options ranging from 


ideology, and activitks as'well as the need 
to sdf-create one's own identity. On the other 
hand, intimate relationships tend to be far 
more fragiie”." Roland does not ewnpare 
Indians and Americans on the spintual or 
transcendental dimension From this con¬ 
trast, It seems easy to infer that managenai 
innovations addressed to the mdividualiMd 
American ‘sell’, such as detailed individual 
performance appraisal, management by ob 
jectives, job enlargement, job enrichment, 
etc, would not ptoduce similar positive res¬ 
ponse from a strongly familiai-communal- 
spiritual sell 

Indian vs Japanfse ‘Sei r‘ 

There has been more work comparing 
Lastern and Western cultures and persona¬ 
lities than the differences within the Eastern 
hemisphere Oficniimes Western analysts 
(lub ail the Eastern societies together'^ But 
lately the study of differences amongst 
Eastern societies is beginning to appear 
Devos'' has given biicl atcouni of the dif 
ic fences in psycho social homeostasis bet 
Ween the ’Chinese and Japanese ‘self 
Roland’s indeplh psychoanalytic work is 
amongst the first to lompare and contrast 
lapanese and Indian self Differences be 
ween the two, as brought out by Roland are 
specially relevant lor the purpose of this 
paper This is because sometime^ lack of suf 
ticicnt comparative analysis and the tact 'hat 
Buddhism—'Which is the most-influential 
religious/spiritual doctrine in Japan- 
originated in India can lead to a misplaced 
hope that lapanese approach to manage¬ 
ment of large organisations would fit the 
Indian situation like a glove 

It would however be useful to mention 
the discovered similarities between Indian 
and Japanese self before tiaboratmg on the 
differences I he major similarity can be 
stated quite cicarlv by reiterating the con 
Hast pointed out between ihc Indian and 
Ameiican self It is that both Japanese and 
Indian selves arc not individualised but 
lamilial 

faknt oH from kluckhohn and Slrodt 
bcck Inandis' loniravis individualism 
wiih lollcctinsm According lo him “in 
dividtialrern reftis lo the heiief that the m 
dividual IS an end in Inin her self and as 
siivh inighi to realise the self and cultivate 
his or hci judgment notwithstanding the 
wcighi ol pervasive social pressure in the 
direction ol conlormiiv with the views, 
needs, or goals ol some in group’ On the 
othci hand ’collectivism implies an cm 
phasis on (a) the views needs and goals of 
one or more in group rattier than oneseft, 
(h) social norms and dun s defined by in 
gioups rathei than emphasis on behaviour 
that results in individual pleasure, (e) beliefs 
and values shared within groups rather than 
btliels and values that are idiosyncratic for 
particular individuals, and (d) readiness to 
CO operate with in group members”"' 

Roland’s findings would place the American 
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.... .M, wivM. at tiK ntoivtauahttic pole 
)f the mdividuallst collectivut poianty while 
>oth Japan and India would fdl close to the 
;ollectivistic pole Hsu’s” findings would 
}lace the (Chinese ‘seir also along with 
lapan and India Roland (1988) finds that 
‘there is considerable similarity between 
lapanese and Indians inasmuch as both have 
'ar more open outer ego boundaries with less 
ssyihologiLdl space around themselves than 
n Westerners ^ ‘seir that is far more rcia 
tonal, a strongly set inner ego boundary 
hat preserves a much more private ‘self*, 
ind a more developed interpersonal sensiti 
nty and interdependence!” As mentioned 
n the beginning he finds both Japanese and 
ndian ‘selves’ as ‘tamilial’ in nature as con 
lasted with the ‘individualised’ ‘self of the 
Vmerican 

Coming to I he differences, the major dis 
inction lies in the boundars of the familial 
seir As indicated by the label ‘familial’ the 
Himarv family is the common m giuup foi 
he Japanese as well as Indian, but its ex 
ensions beyond the family dilfcr A minoi 
ietoui via Hsu’s comparison of C hmesc and 
lapanese ‘sell' would be useful here 
I ike Its ( hincse counterpart the lapanese 
culture says to the indisiduai that his sell 
esteem and future arc tied to his relationships 
with other human beings and not to hiniscit 
he must lind his appropriate station in lile 
by insuring tor himself and his minicdiatc 
fimily an appropriate place m such a human 
network However, hetc the lapanese and 
Chinese part ways All C imicse sons arc lied 
to their first human group and ihcir cum 
mon ancestors but Japanese inheriting sons 
and noil inheniing sons tarediMeictiilv tor 
Japanese inheriiitig sons the situation is ijuiic 
similar to that ot their ( hinese brethren Bui 
Japanese non inheriting sons must find their 
human netuoik elscssherc’' 

This expulsion from the primary famils 
lotwithstandiiig, Japanese culture provides 
|uick and nearby alternatives thiough the 
nstitution of ‘lemoto’ According to Hsu the 
x>ie structure of ‘lemoto’ is that of a master 
iisciple (client) relationship 
Each master has several disciples (clients) 
with whom he maintains mutual dependence 
He commands great authority over his 
disciples He owes to them the best he has 
to offer (livelihood, instruction justice and 
social responsibility), and hts disciples osve 
him allegiance, subordination ol his an and 
skill, and most of whatever he acquiics I his 
relationship and its characteristic ideas are 
not economic, nor political, nor miliianslic 
nor religious They can be applied to any 
field of endeavour, whether it be running a 
bean paste shop, an army, or a university'” 
All ties in the ‘lemoto’ are couched m 
pseudo kinship terms From this point ol 
view each ‘lemoto' [can grow into] a giant 
kinship establishment, with the closeness and 
inclusiveness of its interpersonal links but 
without the kinship limitations on its size^' 
The Chinese, on the other hand, were 
much more tied psychologically to their kin 
ship base. Their rule of equal division of in 
hentanre reinforceit this tie from generation 


to generation. , Conaequeniiy, abhough the 
set of ideas of how human beings relate to 
each other (work, care, succouring, subor¬ 
dination and superordinaiion, affiliation, 
compeution, devotion, etc) which are chaiac- 
tenstic of Japanese ‘iemoto‘ was also present 
m China, the Chinese have largely restricted 
their application to those who were actually 
related through kinship bonds and their im 
mediate extensions, in sharp contrast to the 
Japanese whose ‘iemoto‘ orgamsation enabled 
them to live out these ideas far afield?^ 
Very interestingly Roland’s differentiation 
between Indian and Japanese ‘self has a 
close parallel with that of Hsu’s between 
C hinese and Japanese ‘self’ He calls the 
Indian ‘self as famtiial-jaii’ or familial 
communal ‘self and the Japanese ‘self as 
familial group ‘self In the former the sense 
of belonging, loyalty and regard is restricted 
to the extended family, community and 
caste, while the lapanese quite smoothly 
iransfbrs such sentiments to extralamilial 
groups such as local clubs, associations, 
school as well as the work group Hsu's 
sociological analysis ot the rules tor in 
hentance amongst C hinese also parallel that 
in India 1-his directly implies (hat in 
Japanese organisations group culture would 
be a natural consequence of the psycho 
social milieu, but m India the familial com 
munal ‘self cannot be expected to iransfei 
Its lovaltv to tht heteiogeneous work group 
In tact It might be at the root ol the l.ack 
ol team yvurk amongst Indians 
Roland also points out striking similarities 
and diHcrcncts icgarding mother son rcIa 
tionship between lapanese and Indians He 
identilics three aspects of this relationship 
(he tiisl IS pioionged symbioiie mothering 
w here there is enormous emotional iiisolse 
ineni ind devotion wnh considerable phvsie il 
closeness, earing and alleetion 1hese 
cond factor icvoKcs aiound the high degre'c 
nl maternal empathy with the child s iniici 
le*elinas, needs wishes temperament and 
inclinatior 

The thud factor is indeed more specitu lo 
the lapanese and involves intenvc maternal 
expectations for a very high degree of per 
lormance and skill in both relationships and 
tasks 

W hat IS more specifically Japanese is ihal 
the niothrt U'.es hci cmpathic understanding 
to encourage and guide her growing children 
in persisting and concentrating m their work 
in becoming fully emotionally engaged in 
doing something as well as possible in en 
during all kinds of hardships and overcum 
mg obstacles, in examining themselves lor 
faults and correcting them (White, 1987) and 
toi boys in competilivelv achieving in 
school^' 

In Indian case such a “maternal expecia 
non for a high level of performance' is not 
equally prevalent Hence while the Japanese 
tends lo suppress his own wishes, “Indians 
seem far more in touch with their own 
wishes and wants, ffnd are much freer to ask 
or manoeuvre to fulfil them:* Just as for 
Hsu the transfer of ‘lemoto’ sentiment is 
responsible tor Japanese industrial success. 


Roland coitindcrs these maternal ei^eeta- 
tions as a source of intense achievment 
motivation to be ‘la mainspring to the suc¬ 
cessful modernisation of Japan and its cur¬ 
rent economic success”.’^ It is not difficult 
to see the complementarity of the two fac¬ 
tors for rapid, successful industrialisation 

Extended lemoto’ semiment, group orien¬ 
tation, anu nigh achievement orientation 
lead the Japanese to commit themselves very 
mienscly to the work organisation as well 
as the whole soaety But the strong family- 
‘jati' orientation with low concern for social 
achievement leads the Indians to adopt a 
significantly different pattern of behaviour 
in non-lamily work or public/soaal settings 
Though they contain their aggression in 
familial settings, they experience no urge to 
contain it in non familial settings Coupled 
with lack of internalised achievement orien¬ 
tation, they would be prone to non-produc 
tive expression of aggression and exploita¬ 
tion of work or public systems lor per 
sonal/lamily gams at the cost of social good 
Roland finds that 

(.linical work with Indian patients not infre 
quently elicits bitter, angry feelings about a 
superior in the hierarchical relationship, 
although the overt behaviour remains highly 
deferential, conforming to the expectations 
of the siiuation Or quite frequently the overt 
attitude IS deterem>al but (he actions arc less 
than CO operative^* 

He goes further to say that 
1 hesc highly penamalised hieraichital rela 
iionships become models lot other relation 
ships outside ol tht extended family, parti 
tularlv within ones own commumtv or ‘jati' 
(ct ‘Mkala, 1981) ‘ where there is also a 
tccling ol being ai home, and even wiihm 
some organisational hieraichies B K Rama 
nujam (1986)'” has emphasised that Indians 
arc constantly gauging and testing ihe level 
ol intimaev they may have with someone out 
side ot the extended familv On (he whole 
however (here is a sharp division between 
one's own people ot famils and commumiv, 
and oihcis ttoni oihti coimnunitics (Smha 
1980)" II mure )Krsuiialised familial 
type ut hierarchical relaiionyhips are not 
established outside ol family and ‘jati’ then 
ihesc rclaiionships can be characterised by 
very liitlc caring ot the other person, and m 
tael considerable manipulation ol (he other 
may take place fui one's own ends”.'^ 
^nolhcr majoi ground on which both 
Indians and Japanese appear to be similar 
when compared with Americans but show 
subtle differences between them is their 
attitude towards transcendental spiritual or 
the religious’ dimension Th^dominant 
religious spiritual influence operating in 
India IS that ot Hinduism Buddhism which 
originated m India as a reaction to Braha- 
mimral hold over Hinduism, travelled to 
Japan via China where it continues to be a 
major influence along with indigenous Shin¬ 
toism, has little influence in India today On 
the whole spirttual thought and conduct in 
India tends to be more esoteric than m 
Japan The roots of Hinduism in Vedic 
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thought etnphube the'poiriMity of teglii^ 
ing OT jataining oneneu with the supreme 
being, white Buddhism holds no promiM 
beyond salvatitm from human suffering. 
White Hindu spiritualism finds its day-to- 
day expression in religious rituals, Japanese 
spiritualism gets expressed in aesthetic pur¬ 
suits. Hence Japanese spirituality is not 
other worldly white Hinduism subordinates 
the existent world to the esoteric one. As a 
result of which there is greater congruence 
of spiritual precepts and daily life in Japan 
than in India; in the latter contradictions 
between the preaching and practice are to 
be found in abundance. 

In Japan there is much greater homo¬ 
geneity amongst its people regarding their 
religious beliefs. There is nothing like the 
rigid caste system which in India contex¬ 
tualises even the right conduct. Japan can 
almost be seen as a large homogeneous 
religious spiritual congregation, with busi¬ 
ness organisation as an integral part of it. 
Hence the inculcation of spiritual values is 
an integral part of the training and developr 
ment system of Japanese corporations!^ 

What comes through delineation of the 
concept of ‘self in America, Japan and 
India in the above is that there is an emerg¬ 
ing consensus in a group of culturally sen¬ 
sitive anthropologists, sociologists, psycho¬ 
logists and psychoanalysts that there are 
basio differences between Western and 
Eastern cultures. Roland’s work further il¬ 
luminates subtle differences between the 
Japanese and Indian self. 

Management and Nature of Self 

It is also apparent from their success in 
industrialisation, that America and Japan 
have been able to develop organisational 
designs and management approaches with 
a productive fit between the psyche of 
employees and management policies and 
practices. Poor productivity of Indian 
organisations indicates that we are yet to 
achieve an equally effective fit. 

The American model of management 
which has a match with the individualised 
‘seir would naturally have problems in in¬ 
tegrating a familial ‘self with an indepen¬ 
dent entity called a company or organisa¬ 
tion which considers employment relation¬ 
ship as a legal contract. Explicit focus on 
clearly delineated roles and responsibilities 
without visible concern for the well-being of 
the junior employee and his family would 
be a relationship doomed to be an alienating 
one from the b^inning. Open discussion of 
sirength and weaknesses would create an em- 
barassment which people with familial ‘self 
would prefer to avoid. Performance-linked 
punishmenu would not be in line with the 
ethics of seniors in the familial system. Katju 
(1986)^ investigated the personal values of 
Indian managers of a large multinational 
organisation in India. Among the values 
which tanked high across different age 
groups was the value of domestic happiness. 
Perhaps this may be the reason why Indian 


managers find it extremely (fiffienh to 
dismiss'm errant'employee as it is argued 
‘he too has a family to support!’ In the 
same vein rewards are likely to be at least 
partially governed by relational rather than 
performance considerations. Hence -the 
meticulously elaborate performance ap¬ 
praisal sy.stems designed after American 
ideas are bound to be side lin^ or at best 
become mere paper exercises. Rao’* has il¬ 
lustrated how covertly the officers in a public 
sector undertaking sabotaged a pertormance 
appraisal system which was established after 
their own consent. 

Let us take a look at the more recently im¬ 
ported Japanese model of management. It 
is a mote tempting model than the American 
because Indian ‘self shares major common 
differences with Japanese ‘self when com¬ 
pared with the American ‘sdE Both Japanese 
and Indians have a familial ‘self. But what 
are the implications of the faa that while 
Japanese have a familial ‘self which incor¬ 
porates the work-group as soon as they go 
out to work. It is true for the superior, subor¬ 
dinate as well as peers. On the'ether hand 
the Indian familial 'seir continues to be 
largely family or ‘jati’ centred. Hence in 
InrUa the organisation, the work group, or 
the superior cannot benefit from the subor¬ 
dinate employees’ familial ‘self, in fact 
Roland agrees with Kamalini Sarabhai’s pro¬ 
position that since the Indian contains his 
aggression as a family member, he splits it 
and shows it outside the family; for an 
Indian the work.organisation is a place to 
earn the liveiiho^ for the family and not 
a place where he belongs. 

Just as for the subordinate employees, 
Indian managers with a similar familial ‘self 
arc more likely to treat their subordinates as 
‘other-impcrsonals’ rather than as ‘own- 
personals’ as would be seen by the Japanese 
manager who invariably gets involved with 
the personal problems and even in helping 
in the marriage of the suburdinafe 

Secondly, since the Indians harbour a nar¬ 
cissistic ’self within the familial ‘self which 
is not so true for the Japanese, it would be 
more difficult to manage the Indian. It has 
often been found that even after being given 
explicit negative feedback by the more 
courageous of the Indian managers, very 
often Indian subordinates would when 
denied a promotion, lament that they were 
not told in advance about their shortcom¬ 
ings. What else would a narcissistic ‘self do 
but to deny any wounds inflicted on it and 
to blame the other in the process! Due to 
their more accessible private ‘self Indians 
are more likely to indulge in cribbing, blam¬ 
ing, gossiping and rumour-mongering frit¬ 
tering away their energies in non-productive 
for.m which may even have an anti-producti¬ 
vity ripple effect. Similar tendencies in the 
superior managers would compound this 
problem. 

In summary, as contrasted with the 
American individualised ‘self, Indian and 
Japanese ‘selves’ are familial in structure 
Hence the American model of management 


that attempts topioi^ineaningM amono- 
mous work and nwtrd to the mcfividuid mt^ 
be grossly insufficient to integnte an Indian 
or Japanese in that! Very naturally then, the 
Japanese approach to management has 
baffled Americans. Actually the Japanese 
entrepreneurs and managers have achieved 
a fascinating continuitjy from family to the 
organisation in terms of the management of 
social relations and through it the reinforce¬ 
ment of the Japanese self. But as pointed 
out Japanese self develops to be a familial- 
group sell while the India self develops in¬ 
to a familial-jati self. Work group dom not 
directly figure in the Indian seif, nor high 
maternal expectations for performance at 
tasks. Japanese organisations have also in¬ 
tegrated the spiritual self of the Japanese 
into the organisation through symbolic 
organisational spirits/dieties and fpiritual' 
training. 

From this fresh: comparative psycho¬ 
analytic journey emerges the deep seated 
roots of the problem of integrating the 
Indian employee with the Indian organisa¬ 
tion. The problem appears to be insurmoun¬ 
table if one imagines both the superior and 
the subordinate carrying the same familial- 
jati self into the work organisation. !t would 
result in a mutually manipulative relation¬ 
ship with very weak integration with the 
organisation. This picture is consistent with 
the profile arrived at by Dayal,” and 
Sinha.'* But Roland’s deep psychoanalytic 
view indicates that improving the situation 
IS going to be more difficult than assumed 
so far. let us review the scope and limita¬ 
tions of the solutions suggested so far. 

Indian Thought on Management 

Apart from the faddists, mainly those fall¬ 
ing head over heels for American or 
Japanese approaches, Dayal’^’ and Sinha** 
have made major recommendations to ad¬ 
dress the uniquely Indian situation. 
Pareek'" has been working in action 
research mode to understand culture- 
organisation interaction. Tripathi*’ has 
given some indications for the preferred 
direction. Chakraborty” has been 
vigorously following a strongly traditionist 
approach steeped in Hindu philosophy. 


ISHWAR DaYAL 

Dayat’s contribution to the issues under 
consideration comes from his dual perspec¬ 
tive as an organisation theorist and a con¬ 
sultant in organisation design. Speculating 
about the implications of the characteristics 
of Indian employees for designing administ¬ 
rative systems in work organisations he 
writes that ‘the most suitable behavioural 
characteristics of the administrative system 
should be the following: 

(1) Personalised relalionshipy. The 
employees’ acceptance of the work organisa¬ 
tion whose social system does not arouse 
feelings of being threatened, except when 
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^iasic liibnm m vfotetedTthe present notion 
of contractual relations between manage¬ 
ment and employees appear inconsistent 
with his expectations and needs. The code 
of conduct as represented in the standing 
orders also seems alien to the social system 
of bis home and community. 

(2) Exercise of authority based on iheaf- 
fiHative rather than organisational position 
I his basis was recognised in the older pat¬ 
tern of management in India. The chief 
cashier brought his own people into the bank 
to handle the paying and receiving of cash. 
Only those whose relationship was establish¬ 
ed were employed and in case of misconduct, 
the employee was approached through the 
relative who invariably disciplined him. Thi* 
twy sentiment can be recognised in organi¬ 
sations in which management suggests that 
the trade union should have the responsihUiiy 
for disciplining an employee. 

(3) The need for having a father figure 
who is seen to be sympathetic nurturam ami 
benevolent as a father would he Most 
employees address their senior managers as 
‘mai-b^’. For many people these sentiments 
are perhaps real. Personal relationships may 
need explicit recognition with due reward for 

'loyaltyf* 

On the other hand, Dayal notes that, 
‘*work organisations... appear to generate 
' dependence on the superior, depersonalised 
relationships, etnphasis on fotmal roles 
rather than closer informal relationships 
iSuperksrs convey such sentiments and values 
o their subordinates in work situations, 
fhese differences in the expecutions of the 
' wo systems create a feeling of ‘not being 
'inderstood', ‘no one cares for us’, a feeling 
>f being ‘an orphan’ in the organisation. The 
ilienness is built into the system”,'*' 

' Oayal then goes on to describe his ap- 
'iroach to designing the structure in the 
itgest commercial bank in India keeping the 
Indian context in mind. The bank decided 
t) have a two-tier management in medium 

i nd huge branches in place of a single tier 
I ms earlier. It also created a position in the 
*sgional head offices to act as a human link 
letween the branches and head office. The 
'< rst feature has continued but the second 
ould not be stabilised due to the inability 
^ f the people to sustain a role without much 
'itrmal authority^* Dayal also recognises 

lat the success or failure of prevailing per- 
:>nnel policies and practices in organisations 

ii India are, in ail IHcelihood, directly in- 
uenced by cultural factors. Then policies 
id practices may have to differ significantly 

,{ 0 m the Western and from those prevailing 
public administration and in many large 
'^ ork systems where apathy and indifference 
finong employees are far from unoommonf 
' Dayal’s sweep of ideas and his application 
the same in practical oiganisational desi^ 
f'admirable However, without underesti¬ 
mating the value of his suggestion, by stopp- 
^at uying to create family like relationships 
iiork settings he underestimates the pull of 
actual famil)^ which very often would be 
V from the organisation in the Indian 


case; He has also shown soine dHlkbue with 
the problem of overcoming the apatlv and in- 
diftonce among lower level empkiyees 
[l^isonal communication]. His continuing ef¬ 
forts on the issues with another large organisa¬ 
tion would be worth knowing about.^^Oayal, 
however, continues to ignore (he spiritual or 
transcendental aspect of the Indian ’self which 
Roland points out, can be ignored only at the 
peril of truncating the interpersonal relation¬ 
ships as well as curtailing the growth of the 
person. Japanese organisations, as noted 
earlier, do not ignore or neglect this aspect. 
Dayal himself quotes from the study by 
Scih*’ on the religious activities on the shop 
floor carried out by the workers but fails to 
develop on it. 


J B P SINHA 

J B P Sinha and his associates have been 
engaged in a major research programme for 
over IS years to discover and enunciate a 
leadership style suitable for Indian organi¬ 
sations?*. Theirs is the most systematic pro¬ 
gramme of its kind in India. 

Sinha agrees with Dayal’s summary of the 
subordinates’ expectations in India?. Apart 
from giving credence to the psychoanalytical 
and anthropological explanations of these ex¬ 
pectations Sinha also suggests some historical 
and economic reasons tor the pattern of needs 
and expectations, indicating some historical 
evidence he suggests that royal administrative 
practices during the Mughal period have been 
shaping the model .style of life in India. ‘‘Tlie 
alien rulers had to maintain their distance (torn 
the people over whom they must have absolute 
power. Distrust was inevitable and unlimited 
loyalty had to be valued most”/^ This gave 
rise to a tlimate of insecurity, uncertainty and 
distrust”." 

Later he employed another line of explana¬ 
tion which rests on the premise that “extreme 
poverty throws up certain requirements and a- 
pectation,s. In the process of coping with them, 
certain needs and values spring up and crys- 
laUisrf’". He labels this pattern as the poverty 
syndrome. According to Sinha 

The constant threat of being gulfed by the 
.surging flood ol poverty gives rise to a typical 
syndrome of pres.sing needs and values and 
the strategics to handle them. For example 

(a) One tends to perceive that resources are 
limited and a large number of aspirants 
are vying for othem. 

(b) Hence, one must struggle to monopolise 
. them to ensure survival and security... 

(c) One must have power in order to mono¬ 
polise the resources and control those 
who may be or have resources. 

(d) The power has to be absolute... 

(e) Power can be maintained by mechanisms 
of Status congruence and 
enhancement. . 

(f) The strange^thing about power 
maintenance in India is that in many 
instances ii is based on renunciation, 
giving away, scIf-sacrifices, and self 
denial”" 


Ttdi is a fairty pdwerfkil idni and tP tfw o 
tent it b valid, it b going to lemain operativ 
for many decades to come given die projec 
tkm of population giowth, economic develop 
ment and lack of equitable distribution o 
benefits. 

However, without waiting for the debate bet 
ween the psychoanalytical, hbtorical am 
economic apianations to be concluded, Sinhi 
proposes a model of effective executive ieadei 
ship for Indian conditions. It b the *Nurtiirant 
Task Leader'. 

The ‘Nurturant-Uisk’ style has c^bvkwdy tvw 
main componenu; concern for task and nui 
lurant orientation. The NT leader structure 
his and hb subordinates’ role clearly so the 
communicatians are explicit, structured kn 
ia.sk-relevam. He initiates, guides, and direct 
his suDordinaies to work hard... ResponSi 
bililies are pin-pointed and areas of decision 
making are synchronised with them He, thus 
cieaies a climate of purposiveness am 
goal-oriental ion. 

His task orientaiion, however, has (he mi' 
ol nurturance. He cares for his subordmait 
shows affection, takes a pasonal interest ii 
their well-being and above all, is committed t< 
their growth!* 

Sinha also proposts that the NT style, whci 
practised for sometime, would prepare th 
subordinates for the Western democTatic idei 
ot panicipative management. Experimenta 
studies arc cited in support of this proposi 
tion. But on the whole Sinha consider the bT 
style as a tentative model which needs furtlic 
studv 

Sinha’s theory has an unmistakable Indiai 
flavour. Dayal and Sinha start with similai in 
(crences about the operating needs of thi 
Indian subordinate But while Dayal has focus 
ed more on developing the appropriate struc 
tures, Sjnha has focused sharply on the inierac 
tional‘requirements between the superior ant 
subordinate In this sense the two emphase 
complement each other. Both have attempics 
to bring in some features of the Indian famil; 
into the oiganisational structure and relation 
ships. In that sense both are trying to addres: 
the needs of the familial ‘self. Both also seen 
to be holding the hope that soon enuugl 
scientific-rational democratic approach woulc 
betxHnc dominant in work organisations, rhe; 
also seem to hold the assumption that whei 
the employee reports to duty, he carries ai 
autonomous self which b only sraiting to b< 
engaged by the task and relationships at work 
They fail to take into account the familial “seif 
which may have strong anchors in the famil) 
which are person specific and may act at 
strong puUs away from the work organisation 

Recently Sinha" has gone beyond th< 
superior subordinate relationship. Based or 
his understanding of Japanese culture and 
management, he feels that generation ol 
‘competition between’ organisations could 
lead to co-operation within. Hence if com' 
petition could be encouraged and organisa¬ 
tions held responsible to rtomain viable, it 
would “make people shift their loyalty tc 
work groups without changing their ways ol 
relatine with each Mher”.^* Without ianor. 
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mg the pentstem pmtum for local, 
regional, and national identities, Sinha it 
optimistic about such a marketKiriented 
strategy It is an idea worth consideration 
for public policy-makers and orgamsational 
top managements. 

In bis latest writings Sinha’"'* has started 
taking cognisance of the spiritual aspect 
also However, clear Imkages between the 
spintual self and organisational realities are 
yet to be delineated 

Udai PARttk 

Pareek’* is another organisational 
psychologist who continues to be concern¬ 
ed with the issues of societal culture and its 
linkage with organisational behaviour He 
has cross-cultural experience of research, 
teaching, and consulting. His view is that 
“each culture has its strengths and weak¬ 
nesses, functionality and dysfunctionality 
tor developing modern organisations While 
designing an organisation oi a system in an 
organisation, we can build on the existing 
strengths, further reinforce these strengths 
and use the positive aspect oi the culture for 
organisation designing"."* 

He goes tunher. 

In ihe Indian contexi. tor example, 
urganisations should make sure that such 
positive qualities of the Indian cultures as 
concein tor othcis. tendency to harmonise 
and tvnthesisc vaiious points of view 
positive legard lot ditleieni points of siew, 
and gcneial mspcci of knowledge and exper 
tise are properly used while designing 
systems lor example insiiad of pioinoiing 
individual (ompetitive spun in theurgamsa 
non a spun ot collahuraiinii mas be 
develo[ied^' 

Parc'ck nas neither .uggested any spccilii 
design features noi suggested any preferred 
leadership style Howcsci, Ins general ap 
proach to the problems of organisational ef 
fectiveness can be inferred from his practice 
He has remained a major proponent of the 
human process oriented organisation 
development (CD) which takes the organisa 
tions to an OCTAPAC culture, where ()( 
TAPAC stands foi openness, collaboratioii 
trust, authenticity, proactivity, autonomy 
and confrontation He has developed 
numerous OD inteiventions to develop such 
a culture He strongly believes that work 
organisations can become agents of change 
m the society at large 
Paicek has further conceptualised his ap 
proach in his work with the ministry of 
health in Indonesia Detailed documentation 
of this effort is not yet available but it is 
mentioned as the “four fold model S-P-S-T 
(structure-process-straiegy-tactics)”*’ 

The underlying pnnciple of such an interven¬ 
tion IS to respect and use some positive 
aspects of Ihe culture, and modify the 
dysfunctional aspects through structural 
changes, information system, temporary 
systems, communicatioh system, reward 
system and linkage building, through in 
ciemenud piamvng. aaion research, modell 
ing process and so ont’ 


la this brief description he conveys a sense 
of satisfaction with the model as applied in 
Indonesia More detailed descriptions would 
be worth looking forward m 

Unfortunately, in India there is no tradi¬ 
tion yet for rigorous reporting or study of 
OD interventions Their increasing populan 
ty could be taken to be a partial indication 
of their appropriateness. Spread of training 
based on humamstic behavioural scioux, of 
which Paieek is a major proponent, could 
be another indication that people art liking 
such humanisation process Usually partici¬ 
pant reactions immediately or scx>n after the 
traimng do suggest that they find it personal¬ 
ly, as well as organisationally useful Some 
studies report direct benefits to the emplo¬ 
yees' family life But long-term follow-up 
studies are not available to tell about how 
shoit-lived such euphoria may be. If psycho¬ 
logical ‘self IS a deeply embedded structure 
in the human being a change through beha 
vioural traimng may not last long If OD in 
tervention brings out some cultural change 
in the organisation in the direction of satis 
fying the familial ‘self it may become as cl 
fective as the acommcndations of Dayal and 
Sinha Application of OD with unionised 
employees is beginning to show up“ That 
would be an even belter ground for testing 
the appropnateness of OD in Indian coniexi 

So lai as the spiritual aspect ol Indian 
psyche IS conicmcd there is one maior con 
tributur to foimal management thinking in 
corporating this dimension As mentioned 
carlict S K t hakiaborts is making a very 
yigorous cflorl lo unearth insights ftom 
ansiem Hindu thought relevant lor manage 
mem ol modem organisations 

S K CIIAKK\H(>KI\ 

A \ erv iceem el fort to develop a unique 
ly Indian approach to management thinking 
and practice is that of S K C hakraborty'' 
it IS impoitam to take a look it his approach 
because it tepievtnts the most systematic et 
tort to resurrect Ihe ancient Hindu wisdom 
tor use in managing modern day orgams.* 
lions It IS not that the ancient Hindu 
wisdom asdildbk m scriptures did not hayc 
a religious dimension to their Its es but so 
tar formal ac.)demic management thought 
has tended to be scientific rational as in 
dilated by the major Indian explorers ot 
such cuiiiirc sticcific terrain m the previous 
sections 

India can boast of a large stock of spin 
tual and religious scriptures Ihe most 
ancunt of these have been sub divided into 
two c.ilegories ‘ria’ and ‘smriis’ The 
for met niainis consist of the ' eda' and the 
I Jpamshads 1 he latter arc larger m number 
but the Puranas and the Manusmnti are the 
most well known I he former contain more 
abstiari and umversaiisiic ideas about the 
cos nos and human ‘xistence The latter 
contain more contextual material preset ib 
ing social conduct C hakraborty has based 
his .’xhortaiions on the lormer?* 

He. however is not oblivious ot the 


realities of human behaviour m Indian 
organisations He acknowledges poor 
work ethic, pour team work, scirtshness. etc, 
as prevalent Vadantic philosphy also admits 
of such manifestations m the lower sell But 
there is lesser clarity^ as to why Indian 
organisations ought to fair so badly while 
wc egn boast ot the most sublime 
liliilosophv He offers three possible 
explanations 

(a) An unfortunate experience of several 
centuries of alien domination and 
political slavery which has fostered the 
deep robted plant of selfishness a com¬ 
mon malady afflicting all politically 
elslaved communities, e g, the negroes 
in America I he psvehic ripples ol this 
prolonged spell m the collc*ctive sub¬ 
conscious of our people cannot divap- 
pcai m just lour decades 

(b) Planned pursuit ol rapid material ad¬ 
vancement smci I9S1 has further tann- 
id the flames of selfishness -the more 
tcoriomicallv bettc*i olbone, i c, the more 
selfish one tends to be 

tc) I he higher the level oj one's educational 
attainments and societal status, Ihe 
stionger seems to be the right claims 
orientation of that individyal and Ihe 
wcakit the spirit of duty and 
ohIigaiKin "* 

But in hiy scheme of things it does noi 
really matter as to which is the more valid 
explanation Since all the ills of Ihe manifest 
realilv are rooted in the ignotance oi th< 
lower ‘self’, the reversal tan be initiated by 
miellectudi understanding and more im¬ 
portantly through regular practice ol 
mediation 

C hakraborty also explores the psycho- 
philosophical concepts ot Indian thought 
and suggests that some ol these such as the 
'guna theor / of 'Samkhva' qould be more 
appropriate for Indian context than the ones 
borrowed from the West such as that oi 
Abraham Masiow An interesting example 
where his preference is consonant with the 
familial ‘self is that of the Vedic idea that 
when a human being is born he begins with 
a live told debt 

I his leads him to suggest a ‘giving model’ 
ot motivation rather than the ‘needing 
models' suggested by Masiow and other 
western psychologists He also cites in¬ 
teresting even if inconclusive evidence about 
this 

In addition he cites three othei types of 
evidence to suggest the leasibility of 
Vedantii approach to grapple with Ihe 
human pioblems of modern Indian orga¬ 
nisations I he first are the letters from those 
students and executives who start oractis- 
mg meditation Positive results reported are 
consivieni with extensive medical and 
psychoiogisal Western research on medita¬ 
tion But less available and more cruaal 
evidence needed to support this approach 
IS to demonstrate that it leads to improve 
organisational functiomng. Thou^ as 
indicated earlier, Japanese organisations 
have integrated rehgious-spintual elements 
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into day-to-day functioning of organisa¬ 
tions, the signiftiandy different psycho 
cultural leahty of lapan does not make it 
easy to reduce the results from there to 
India Chakiaboity has instead drawn from 
two organisations of the past and one 
existing organisation as examples ol the 
feasibility of the vtdantic?' 

These three organisations aie (i) the 
‘srem’ or the guild for secular economis 
activities the vedis peitod, (ii) the ‘sangha 
for the spiritual life—the Buddhist period, 
and (III) the Ramakrishna Math/Mission— 
since the end of the 19th centurv Chakra 
borty uses the first of these to mainly 
establish the existence of well managed cor 
porate activity in the Vcdic period His cita 
tions from RC Majumdar’s work, however 
give no indications that the management of 
these guildt was based on Vcdaniic 
philosophy 

The Buddhist ‘sangha', according to 
Chakraborty managed itscll through 
’sanghakarma' process which was charac 
tensed bv joint deliberation, equality of all 
members in decision making on matters of 
common concern, the rule of majoiity the 
rejection of personal dictation, etc Iht 
University of Nalanda with a number of 
resident scholars, anywhere between 3 000 
to 10,000', IS also cited as the culmination 
of Buddhist style of management 

C oming to the contemporary example of 
Ramakrishna Math/Mission < hakraborty 
cues extensively from the wiitings of its 
founder Swami Vivekananda The citations 
show Vivekananda’s awareness of the 
dysfunctional aspects of the social psycho 
logy of India (“ lealousy is a national sin 
with us ’), the mixed blessing any organisa 
tion IS (‘organisation has its faults, no 
doubt, but without that nothing can be 
done"), and pragmatism in the midst ul 
spintual pursuits ( you need a little business 
faculty") I he profuse quotations very well 
establish the managerial philosophy of 
Vivekananda and its closeness with Vedan 
tic philosophy Unfortunately no scientific 
account of the intei nal dynamics of this in 
teresting organisation is available But my 
personal impressions about the working of 
the Ramakrishna Mission persuade me to 
believe that there is something interesting 
to learn ftom it as suggested by C hakrabony 

Unfortunately ( hakraborty's use ol the 
example ‘sangha’ and Ramakiishna 
Math/Mission arc somewhat weak models 
for a modern business organisation As 
Etzioni^ has convincingly argued religious 
mission oriented orgarasations would evoke 
a very different motivational dynamics as 
compared to commercial organisations 
This IS where Chakraborty s consulting ex 
penence with a business firm is the closest 
to the problem of operationalising the 
exalted Vedantic philosophy into manage 
ment philosophy and practices of a typical 
firm ” 

Chakraborty provides a candid account 
^f the educational effort made by him with 
the chief executive of a business firm in 


Calcutta and the team of his top managers. 
From the descnption given the effort ap¬ 
pears to have focused on cognitive inputs 
on Vedantic philosophy, inactice of me^ta 
tion and personalis^ counselling Though 
the chief executive seems to have changed 
in his style his key divisional executives have 
generally rejected the approach Evidence 
about any change in organisational 
dynamics is very scanty and the reading of 
the case has left me with the overall feeling 
that the effort until 1986 (starting fiom 
1983) did not show any signs of proving the 
viability of the approach 
Perhaps it is too early to evaluate the 
potential of Chakraborty’s approach rooted 
in the most exalted Indian philosophy But 
It might benefit by looking at the real along 
with the cultural ideal Alan Roland as men 
tioned previously has pursued the theme of 
spirituality and transcendence while study 
ing the Indian psyche even though such a 
theme has been more often looked at in a 
reductionist way in all the major schools of 
psychoanalysis As stated eat her Roland 
had found that it was impossible to progress 
in psycholheiapy of a number of his Indian 
clients without accepting the spiritual as|H.ct 
of their selves 

Before speeifving Roland’s finds let us list 
the varied characteristics found to 
characterise religions around the world I he 
list does not propose a ‘necessary and suf 
fietenl’ kind of enumeiation but is found 
useful in the study of religions The 
‘‘religion making characieristies” ate as 
follows 

(i) Belief in supei natural beings (gods) 
(ii) A distinction between sacicd and pro 
lane objects 

(III) Ritual acts focused on sacied ohieets 

(IV ) A moral code believed to be sanciioii 
ed by gods 

(v) ( haractensiKallv religious feelings 
(awe sense ol mystery, sense of guilt 
adoration) which lend to be atoused 
in the pieseiiee of sacred objects and 
duiing the piaetice of rituals and 
which are connected in the idea with 
the gods 

(vi) Prayer and othei forms of communica 
tion with gods 

(vii) A world view or a general picture ol 
the world as i whole and the place of 
the individual theiein 

(viii) A more nr less total organisation of 
one s life based on the world view 
(IX) A seiei li j loiip bound together by the 
above 

With this list in mind it one looks at 
everyday hie in India it is more than ob 
vious that India is a veiv religious society 
though scholars like Sinha, Dayal and 
Pareek have ignored this aspect Secondly 
It can be noticed that it is rare to find indi 
viduals who put sue the Vedantic ideals in 
their everyday ichgious life Looking at 
religions in a eomparativc way the tncyclo 
paedia oj Philosophy goes on to state that 
“Buddhism and philosophical Hinduism are 
predominantly mystical, Judaism, Islam, 


and ConfUciuiiin are primatRy pro^wUc; 
and popular Hinduism, m company with all 
polythiestic and primitive religious, is 
primarily sactaiAei^ Further examin¬ 
ing the potenual conflict between modern 
science and religion, it finds that 
Esoteric (advaita) Hlnduum n probably 
[mmune from scienuflc entiosm, since its 
doctrine is on such a transcendental 
metaphysical level that it has no contact at 
.all with the empirical level However, such 
a form of Hinduism is jierhaps more a form 
of metaphysics than of religion In taking 
part m lehgious observances the devotee 
must abandon his austere metaphysics of 
non duality in favour of a pluialism of god 
or gods and worshippers In other words, he 
must rctuin to the phenomenal level of 
maya 

Chakiaboriy s problem of applying the 
Vedantic philosophy to the donduct in a 
business firm begins to be visible through 
this brief critique of Hinduism 
Roland's prehmmary peep into the psyche 
of his middle class Indian clients provides 
a grounded view of the operating religiosi 
tv in Indian psyche 
lot him 

The micniUtionship between the Indian 
i imiltal self and the spiritual self is 
psychologically tar more complex and 
juiadoxicai than meets the eye I he spiiitual 
sell simultaneously encompasses bath con 
tiiiuity with and counterpoint to various 
as(x.cts ol the familial self Hindu thought 
recognises I hi psychological phenomenon or 
expenenital duality of the phenomenological 
sell' (jiva aiinati ) pariiculatly in the 
evirydav consciousness of 1 ness ( ahamkara') 
Versus Ihc iimtr ixpiricnci of spirit or 
atman I urthcr the tundamcnlal goal ol 
all iclaiionships ind living is the gradual self 
transformation lowaid finci and subtler 
qualities ind rcfind aspects of jKiwei in the 
quo,I for sell realisation Thus my para 
dovkal asseition that the spiritual self is 
simultaneously on a continuum with the 
tamilial sell and in counierpoint to it spells 
oui psyehologically both the Hindu monistic 
position and the duaiisiic expcrieniial 
one 

I ikt Kakai ” Roland sees the basic pro 
giession ol Indian spintual ideal as the 
movement from involvement in the family 
life to a detachment Irom it and attaining 
union with the supreme being But his data 
from psychoanalysis is more consistent with 
iKi idea of popular Hinduism as suggested 
in the quotations from the tmhyilopaedia 
cited above Three such features found by 
Roland are “(I) a mythic orientation to 
everyday relationships, (2) a magic cosmic 
involvement with destiny and (3) the prac 
lice of a wide variety of rituals frequently 
associated with both myths and magic 
cosm c correspondences L ookmg at the 
clinical material one further discovers that 
the utilisation of such spiritual proclivities 
IS made mostly for personal or familial gains 
such as knowing the destiny in personal life, 
knowing the prospects for marnage, making 
choices for personal or children’s careers, 
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oveTCOfluqg the sickneu of ■ rdhtive^ etc. 
Only one pstient, an engineer turned 
novelist, was in the process of deveiopuig 
and utilising his “literary-meditative ot 
spiritual side of himsdf in his work”^ with 
the help of a scientist-astrologer mentor. 

Hence though the vedantic ideal of roiun- 
ciation from the *maya’ continues to exist 
as an ideal for most of Indians most of their 
lives are spent in the form of familial-'jati’ 
‘self, spiritual ‘self becoming a source of 
strength, assurance and inspiration to 
puaue everyday life of a family member. 
In other words Vivekananda and his 
‘gurubhais’ (brother-disciples) are likely to 
be found only amongst those who have 
already renounced worldly pursuits. Such 
could be the obstacle in the way of 
Chakraborty’s spirited experiment with the 
business Hrm mentioned above. Rastogi’s 
(1988) recommendation for a spiritual- 
productivity culture for India has yet to find 
an operationalised illustration in the similar 
vein. 

Where Do Wf Go from Herf? 

We have covered the ground of some 
basic differences in the nature of Indian 
psyche as contrasted with American and 
Indian psyche. This was done keeping 
Roland’s psychoanalytic research as the 
main ground supplemented with other 
material. Keeping in view the focus on the 
context of work organisations in the paper 
let us summarise the main problematic 
features. 

(1) Contrasted with Japanese, Indians 
have very little identification with the work 
organisation and the work group therein. 
While the American, being an individualist, 
would draw meaning from his own work 
and the Japanese from his belonging to his 
work group and his contribution the Indian 
would much more largely draw meaning 
from the state of his familial relationships. 

(2) The problem gets compounded 
because while the Indian contains his aggres¬ 
sion in familial settings, due to his non¬ 
allegiance to work organisation, displaces 
the suppressed aggression in the work 
settings outside the family, the Japanese 
continues to contaih aggression in the work 
setting and the American puts it in the 
service of his individual achievement but the 
Indian would experience much less of the 
either. Hence there is a greater potential for 
sub-optimal performance, malingering, 
sabotage, and even outright violence in 
Indian work settings. 

Hence the unique Indian challenge of 
integrating individual with the organisation 
is that of creating salience of relationships 
at work, increasing emotional identification 
with the work groups and work organisa¬ 
tion. Finally it should lead to not only the 
containment of the aggression which does 
not belong to work settings but to channelise 
the energies for the achievement of publicly 
held organisational mission, purposes, goals 
and objectives. 


Hgying covered the ground of some'very 
basic differences in the structure of psyche 
between India and America on the one 
hand, and India and Japan on the other, the 
next substantive questions would naturally 
be: given the uniquenesses of Indian per¬ 
sonality, IS a uniquely Indian model for 
managing the human side of Indian orga¬ 
nisations possible? What would be the direc¬ 
tions for building such a model? But before 
embarking on that uiiceitain and daunting 
task let us summarise the imperatives that 
emerge from the foregoing analysis. I see 
three such major imperatives: 

First is the recognition of the famiiial- 
‘jati’ ‘self’. It basically means that in the 
Indian psyche the secular work organisation 
does not have a place of very little signi- 
Hcance. Hence the first challenge would be 
to make work organisation more salient in 
the mind of an employee. 

Second is to acknowledge the special 
interpersonal emotional expectations that 
Indians bring to the hierarchical relations 
in work organisation. What complicates the 
mattei is that they bring these emotional 
expectations of mirturance, and even in¬ 
dulgence in the frame of mind in which 
organisation lacks salience. The imperative 
can be rephrased, as it has been done by 
Dj^yal and Sinha, in terms of interpersonal 
aspects ol leadership between superiors and 
subordinates. The challenge,is really daun¬ 
ting because most of the middle level 
superiors too carry the same expectations— 
fulfilling sshich is next to impossible and 
they transiei then frustration downward 
rather than containing it. In othei words it 
is the challenge of containing the irrelevantly 
displaced aggression by superiors as well as 
subordinates and challenging the energies 
toi pioductive purposes. 

The thud imperative is non-seculat in 
character and hence not easily tenable. But 
its neglect, 1 believe, can only be at the cost 
of real optimisation of mobilising human 
potential. It is the neglect of the spiritual 
or tran.scendental dimension of the Indian 
psyche in the design of structure, systems 
and practices. As illustrated, Japanese 
organisations have succeeded in creating 
integration between the religion and work 
oiganisation; in the West also the thesis that 
the Protestant ethic has made major con¬ 
tribution to the success of capitalism has 
been widely held even if questioned as an 
insiifncient explanation Fortunately for 
Japan as well as America, they did not have 
to contend with multi-religious multi-‘jati' 
populations with such stiong affiliations as 
arc found in India This imperative calls for 
addressing those issues which have been 
kept out of explicit discus.siuns on organisa¬ 
tion design. 

By now based on the lorgoing analysis, 
it should be somewhat obvious as to why 
it would be impossible to replicate either the 
American success with American manage¬ 
ment techniques or the later Japanese 
succesi with Japanese management prac¬ 
tices: American techniques would not give 


corresponding residts because for the Indian 
his job and work organisation does not have 
the same salience; and the Japanese 
methods, though appealing to the familial 
‘self of Indians, would be very difficult to 
implement in their spirit because managers 
as well as their subordinates would be 
disinclined to give sufficient emotional, 
salience to the work group and work 
organisation. This is nm to say that there 
is no hope for Indian organisations. It has ‘ 
been shown that Indian socio-cultural reality 
is not antagonistic to industrialisation ot 
modernisation.^ But what needs emphasis 
is that beyond a point absence of an- 
tagomsm fails to provide sufficient force for 
dealing with the challenges of societal 
development in an increasingly competitive 
world. Positive forces need to be generated 
to meet the challenge of an increasingly 
organisation based society. 
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PERSPECTIVES 


Roots of Present Communal 
Crisis 

Victor S D'Souza 

Due to the peculiar geographical distribution of religious 
minorities they on the whole do not pose a serious political threat 
to the majority community except in some peripheral regions. 

Why then has the movement for building up Hindu nationalism 
gained currency in recent decades? 


IN order to understand the tension-laden 
religious situation in our country, or for 
that matter anywhere else in the world, we 
should take note of the basic dilemma in 
religion. The dilemma lie.<> in the fact that 
what religion aims at is largely at variance 
with what leiigion is often used for. 

Religion is essentially intended for per¬ 
sonalising the spiritual experience of its 
founder or founders. Its purpose is to 
resolve fundamental problems faced by 
the individual such as the meaning of life, 
salvation after death, the causes of 
suffering, release from anxiety and so on, 
with the aim of realising inner peace and 
harmony. Although religious experience 
is essentially an individual phenomenon, 
its realisation calls for the building up of 
a religious fellowship or religious group. 
Now, It IS in the nature ol a social group 
that once it is brought into being, it can 
be used for the tulillment of ends other 
than tho.se which brought the group into 
being. This applies to the religious group 
as well. What is more, the loyalty of 
members in a religious group is far 
stronger than in many other types of 
groups. It IS because the bond that ties 
members of a religious group is derived 
from their relationship with the same 
sacred object or being, it sacralises the 
self-identity of the members as well as the 
identity of their group. 

That being the case, if the interests of 
the group membeis or of a section of the 
group were couched in a religious garb, 
the members could be persuaded to lay 
down their lives for the cause irrespective 
of the true nature of those interests. In this 
manner, religion which is a faith aimed at 
the fulfilment of spiritual goals can be 
rendered into an ideology for the fulfil¬ 
ment of material and political goals. Thus 
the dividing line between faith and politics 
is very thin. 

In examining the historical contexts of 
the religious communities in India which 


can be linked with their present situation 
attention has to he focused upon the 
Hindu religion which is the most ancient 
and has the largest following. Unlike some 
other ma)oi religions which are well 
defined by their founders, Hinduism is a 
syncretic and esolvmg religion in which 
several different perspectives co-exi,st. 
Because of the syncretic character of 
Hinduism other religions born in India 
have to strive hard to maintain their 
separate identities Among Hinduism’s 
different faces, two, with contradictory 
features, may be recognised for the pre¬ 
sent purpo.se. At one extreme we have the 
Varnashrama Dharma known simply as 
the Varna Dharma in ancient time.s, and 
at the other extreme we have the Manava 
Dharma Whereas the Varna Dharma em¬ 
phasises the principle of dominance en¬ 
shrined in the ca.ste system, Manava 
Dharma affirms ihe principle of univer¬ 
sal brotherhood which has influenced the 
peculiar brand of secularism in India, 
which enjoins equal respect lor all 
religions. However, in all the Hindu 
religious perspectives, the leadership, by 
and large, is derived from the upper ca.stes. 
especially the Brahmins. 

The religious configuration that can be 
seen in India today is greatly influenced 
by the Varna Dharma which owes its 
origin to the advent of the Aryans in India 
some 3S00 years ago Among the outsiders 
who came to this country such as the 
Aryans, Greeks, Sakas, Huns, Arabs, 
Turks, Afghans, Mongols and the Euro¬ 
peans, and who had a role in shaping the 
political, social and cultural destiny of the 
country, none held greater sway over its 
culture and society than the Aryans. The 
success of the Aryans lay in the fact that 
they were able to forge a social order of 
domination, which they >acraiised by the 
creation of a religious ideology, both of 
which they were able to disseminate into 
the subcontinent through their political 


power. 

Because of their superior fighting 
power, the Aryan hordes coming from 
Central Asia defeated the people of the 
Indus valley even though the latter 
possessed a superior civilisation. But what 
really set the historical course of the 
Indian society was their establishment of 
a permanent dividing line between the 
victorious Aryans and the defeated non- 
Aryans, which was the basis of the Varna 
system. 

The Varna system, as the term implies, 
was originally a distinction of colour or 
race. The manifest racial distinction, 
however, got diluted because the invading 
Aryans being short of women, forcibly 
married the women of their enemies who 
were racially different. But they preserved 
their identity by their patriarchal domestic 
system and by establishing the institution 
of hypergamy which reserved the privilege 
of marrying outsiders only to men who 
could even have a plurality of wives. That, 
in this process the status of women in the 
Aryan society deteriorated, was anoiiit r 
matter. 

It IS well known, how, over a thousand 
years, the Aryans spread over the Irdo- 
Cangetic valley, built a civilisation of their 
own, evolved the Vedic-Brahmanic 
religion, and established flourishing 
kingdoms. The Aryans were a pragmatic 
people. Nothing mattered to them more 
than perpetuating their supremacy. In 
order to make their religion and culture 
acceptable to others they assimilated 
indigenous elements. They successfully 
neutralised the challenges of protestant 
religious movements such as Buddhism 
and Jainism by incorporating some of 
their lofty ideas into the Brahmanic 
religion. Above all, the groups which 
posed a political and economic threat to 
their dominance ivere co-opted into the 
dvija varna.s (Aryan groups regarded as 
twice born) of Kshatriyas and Vaishyas, 
the Brahmins remaining at the apex of the 
Varna sy'stem. 

Whereas at the height of its maturity, 
the Brahmanic religion enunciated pro¬ 
found pnnciptes of ethics and spiritu^ty, 
because of the concern for the Aryan 
dominance, it has not been able to uphold 
these principles as being superior to the 
worldly way of life, and in practice subor¬ 
dinated the former to the latter within the 
scheme of Varnashrama Dharma. In 
doing this, the S'xrially exclusivist and 
inegalitarian Varna system was sacralised 
by making it an essential element of the 
predestination theory of Karma, and link- 
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'Sg Vf wBiTonS^ salvation. The existing 
divisions in society were integrated into 
the rigid hioarchy of the Jati or the caste 
system. 

Because of the dominant influence of 
the dvija castes, the caste system, besides 
forming the structural basis of the 
Brahmanic religion, got USelf ingrained 
into the social, politieal and cultural 
systems, so that later on, even those who 
renounced Varnashrama Oharma or who 
came from outside the country, succumb¬ 
ed to the caste system Thus social 
exclusivism and inequality became the 
accepted values in the Indian society 

The religion of Varnashrama Dharma 
brought about a unity in diversity in the 
multi-ethnic societv in India, mainly 
through the domination ol the dsija 
castes, but because of its Lominitmenl to 
the rigid caste system, it could not weld 
together the Indian population into one 
people Originating from the (eitile plains 
of the Ganges, Aryan influence spread 
throughout India, but has passed thiough 
many vicissitudes, its greatest challenges 
coming from the protestant religious 
movements of Buddhism and Jainism, 
and later on from Islam and other 
religions The onslaught ot Buddhism and 
Jainism came Ironi within Hinduism 
Itself, and from its heartland These 
religions arc icgarded by some scholars as 
being esseniially (he revolts ot the 
Kshatnvas and the Vaishvas among the 
dvija sarnas themselves against the 
growing hegemony ol (he Brahmins, 
but because ot their more egalitarian 
teachings the protestant religions, 
especially Buddhism, became countei- 
magnets to the lower castes ysho were 
groaning under the oppressive Varna 
system However, within a tew centuries, 
Hinduism was able to digest these new 
religions by incorporating within itself 
some of their popular beliets and prac 
tices. and in the end a moie reformed 
Hinduism staged a lesurgence with 
renewed vigoui 

Whereas the major protestant religions 
such as Buddhism and Jainism arose irom 
within Hinduism, other major religions 
such as Islam and Christianity came from 
outside, and whereas the former category 
of religions occupied the strongholds oi 
Hinduism, the latter category found its 
foothold in the peripheral areas Although 
great religious missionaries have laboured 
for the spread ol Islam and Christianity 
in India, these religions came especially 
as camp followers of foreign traders and 
invaders. The foreign rulers found it 
expedient to raise a community of 
foilosvers of their own taiih so as to create 
a local support base, and people who were 


underprivileged in the Hindu caste system 
readily accepted the new faiths in order 
to escape from their miserable conditions 
of hfe as the new religions offered the pro¬ 
spect of exalted fellowship and political 
patronage. The spread of new religions 
coming from outside is a case of in¬ 
distinguishable blend between faith and 
politics. All the same, these religions 
swelled their ranks with converts mainly 
from the western, eastern and southern 
regions of the country, where the domina¬ 
nce of the dvija castes was relatively weak 
Even Islam whose rulers had an absolute 
political sway over the country with their 
capitals in northern India had only 
modes! success in making conveisions in 
the heartland of Hinduism 

Ihc conversions to Islam and Chris¬ 
tianity have had a chequered history, as 
they took place under the patronage and 
sponsorship ot different ruhng powers and 
trading companies, which were operating 
in ditieient parts ot India and at different 
points ol-time These historical circum 
stances surrounding the conversions and 
the lad that their sponsors, even those 
who belonged to the same leligion, came 
Irom difterenl countries, sects oi chur 
ches, explains why, very often, the 
followers ot the same religion but belong 
ing to diflcient sects and churches, are 
spread in mutuaJIv exclusive regions Thus 
ihe Muslims ol the east and west coasts 
ol India who were cunvcited by mis 
sionanes who accompanied the Aiab 
tiaders belong mostly to the Shafii schoiil 
ot Islam, and the Sunni Muslims who 
were converted under loc patronage of 
Muslim rulers are widespread in ihe rest 
of the country Similarly among the Chris 
tians, the Syrian Christians converted by 
the early foreign traders are concentrated 
111 Kerala, the Roman Catholics who were 
converted by the Portuguese and the 
Trench are overrepresented in the east and 
west coasts, and Protestants who were 
converted especially during the British 
period have their pockets ol concentration 
in the north eastern and north-western 
parts of India 

Because of this historically determined 
pattern ol distiibunon, people belonging 
to the different churches and sects even 
(hough they may belong to the same 
religion, rarely come face to face with each 
other in the same region Interestingly, a 
similar situation prevails as regards the 
geographical location of people belonging 
to (he different minority religious group¬ 
ings That IS to say, when we consider the 
larger minorities such as the Muslims, 
Christians and the Sikhs, we find that the 
concentration of a particular minority in 
a region is mutually exclusive with the 


concentntiofl of other mliioritiefc Evea 
in Kerala where Uie Muslims and the 
Christians are found in large proportions, 
each religious category is concentrated in 
a different part of the State. 

The peculiar geographical distribution 
of religious minorities has si^fleant oon- 
sequences, lb indicate a few: First, even 
though a minority religious grouping is 
relatively small at the national level, 
because it is found in pockets of concen¬ 
tration, wherever it is located, it con¬ 
stitutes a significant cultural entity. 
Second, because of their mutually 
exclusive locations in different regions, the 
minonties do not have common economic 
interests in order to combine themselves 
politically at the national level, and third, 
in any given region the majority religious 
category has to deal with only one 
minority religious category 

Shorn of their political patronage 
which existed in the past, and with a 
geographical distribution which is hardly 
londucive to political mobilisation, the 
minorities on the whole do not pose a 
serious political threat to the majority 
religious body except in some peripheral 
regions where the minorities at the 
national level are majorities at the regional 
level \^hy (hen has the movement for 
building up Hindu nationalism gained 
cunency in recent decades'* Further, why 
IS this movement directed against 
minorities, especially in northern India, 
who are not secessionists'* 

Hindu nationalism as a positive concept 
aimed at bringing about solidarity in 
society which is fragmented with socially 
exclusive and inegalitarian groupings 
would be a welcome step in keeping with 
the democratic aspirations of our people. 
But what IS advocated bv the proponents 
of this movement is the chauvinistic idea 
of the emposverment of the majority com¬ 
munity VIS a VIS the minonties it is 
obvious that efforts at increasing the 
strength of the Hindus to take on the 
minorities which arc already weak is like 
flogging a dead horse. The empowerment 
ot the majority religious group which 
sanctions exclusivism and inequality, 
could have only one aim, and that is to 
perpetuate the dominanc'e of the upper 
castes. The fact that the inspiration for 
this movement comes from some of the 
members of the dvija castes, who are also 
actively engaged in its organisation, lets 
the cat out of the bag. It inevitably links 
l‘ IS movement with the traditional Aryan 
domination of the Indian sodety achic^ 
through the ideology of Varna Dharma. 

For an elaboration of this point of view 
It IS also necessary to take into account 
the linguistic situation in the country, for. 
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the influence of the Aryans on the in¬ 
digenous religions of India is paralleled 
by their influence upon the languages of 
the country. Being most successful in 
developing a learned tradition which they 
assiduously safe guarded for their own 
advancement, the Aryans nevertheless 
were able to influence many Indian 
languages with their Sanskrit, especially 
in northern India, in the region of their 
domination many different languages 
have converged in the form of Hindi, 
while their original differences are now 
regarded as dialectical peculiarities. 

Having its epicentre in the fertile plains 
of the Ganges, the Aryan influence easily 
spread in the surrounding areas of the 
northern and central India. Its penetra¬ 
tion into southern India was somewhat 
restricted by the intervening mountain 
ranges so that the Aryan impact on the 
culture, religion and languages of south 
India is far less. Accoidingly the influence 
of Sanskrit upon the languages of 
southern part and other peripheral areas 
of the country has not been able to affect 
the separate identities of these languages. 

As a result of the interaction among the 
racial, socio-political and cultural forces 
in their historical context, the social struc¬ 
ture of India in terms ol ethnic factors 
constitutes a peculiar geopolitical con¬ 
figuration IS Inch becomes meaningful 
when seen from the perspective of 
Aryan domination. We may consider the 
religious and lingiiisiis patterns of this 
configuration. 

Keligionwisc, although the overwhelm¬ 
ing niajoiity of the Indian population is 
referred to as Hindus, becau.se of its 
syncretic sharactei the brand of Hinduism 
followed tn differcni regions varies. When 
Hindus of one region settle down in 
another, they Icel itic need to set up their 
own separate place of worship. By and 
large, the Hindus of northern India more 
influenced by Aryan culture form the 
central and the largest Hindu block 
popularly referred to as the cow belt, and 
the other regional groupings are peri¬ 
pheral to this block This pattern indicates 
a centre-periphery relationship in Hin¬ 
duism Itself, although the growth of 
Hinduism at the centre was somewhat 
stunted by the political domination of the 
Muslims for a long time. 

When we consider the geographical 
distribution of the various religions 
including Hinduism, we also find a centre- 
periphery relationship, in this ca.se the 
Hindus arc over-represented in the 
northern and central regions and the 
minorities are over-represented m the 
peripheral areas. 

Corresponding to religion, there is also 
a linguistic differentiation between the 


centre and the periphery. Whereas 
relatively Hindi speakers prepondemte the 
northern and the central regions, the 
speakers of hundreds of other languages 
are scattered on the peripheral regions. 

A remarkable feature of the religious 
and linguistic patterns of distribution is 
that whereas the overwhelming majority 
of the Hindi speakers are Hindus, the 
overwhelming majority of the people 
belonging to the non-Hindu religions 
speak non-Hindi languages. It is also 
strange but true that instead of trying to 
strengthen the link between Hindi and the 
other Indian languages, conscious efforts 
are made to Sanskritise Hindi even more, 
so as to rejuvenate its Aryan connection. 
At the same time, since the Hindus who 
speak Hindi uempy a central location in 
the country, there is a tendency to project 
their dominance beyond their region by 
identifying Hindi and Hinduism with 
Indian nationalism. Again, it is some of 
the mentbers ol the dvija castes who feel 
their dominance threatened by secular and 
democratic values, who are prominent 
among those who are trying to give a prac¬ 
tical shape to this thesis. Understandably 
they are also piominent among those who 
advocate a more centrist approach rather 
than a federal one. in iiidian politics. 

Lest I should be misunderstood on the 
language i.ssuc, 1 should like to enter a 
caveat at this point A common language, 
apart Irom the language of the different 
groups, IS a must for any country lor its 
efficient lunctioning, irrespective of its 
form of government. So also our national 
identity calls foi the adoption of an 
Indian language for this purpose; and no 
other language qualifies better than Hindi 
to perform this role. But what is objec¬ 
tionable to the present arrangement is the 
way in which Hindi is cultivated; instead 
of trying to link it with the present Indian 
languages, laborious efforts are made to 
link it with Sanskrit which is not only a 
language of the past but also the language 
of the dominant minority at that time. 
The preservation of the past treasures of 
our culture is one thing, and their imposi¬ 
tion on the present people is another. 

Hindu nationalism as it is popularised 
today IS unmistakably a chuvinistic move 
njent which can be sustained only by 
negative tactics. One of these tactics is to 
create an enemy of straw and then to burn 
it. The minorities come in quite handy for 
this purpose. The fact that some of them 
share a common religion with former 
foreign rulers becomes an evocative reason 
for making the minixities scape goats in 
the eyes of the unsuspecting Hindus for 
their frustration due to the humiliation 
which their ancestors might have 
experienced on account of foreign rule. 


loot 


However, it must be said to the credit 
of the dvija castes that if one seaion 
among them drawing their inspiration 
from the traditional perspective of 
Hinduism is pursuing the path of 
dominance, some other section, in ke^ 
ing with the more evolved form of the 
same religion is committed to the secular 
democratic ideal. Having been at the 
vanguard of the freedom struggle, the lat¬ 
ter section was instrumental in the adop¬ 
tion of a secular-democratic constitution 
for the country after independence. It 
must however be admitted that for various 
reasons, this section has not been able to 
put its heart and soul into the task of 
bringing about a transformation of the 
society as envisaged in the Constitution, 
thus inviting upon its policy the op¬ 
probrium of pseudo-secularism. Never¬ 
theless, the stand that it has taken has the 
merit of focusing on the need for a radical 
transformation of the Hindu society. The 
advocates ol Hindu nationalism, on the 
other hand, only contribute towards ob¬ 
fuscating this issue. 

In a country in which more than four- 
fifths of the population is made up of 
Hindus, it would be the Hindus who 
would always wield effective political 
power no matter what form of a political 
constitution we would have. I'he struggle 
for power cannot be between the Hindus 
and the non-Hindu minorities, but bet¬ 
ween groups of Hindus themselves. 
Therefoie if we delve below the surface, 
it would seem that the call for Hindu 
nationalism is a ploy employed by one sec¬ 
tion of Hindus to dislodge another one 
from power. In this game of power the 
hapless minorities are made a pawn. 

in a broader sense, the concept of 
nationalism is based on the idea of the 
unity of mankind, and in a narrower 
sense, it refers to the unity of a cultural 
group; the latter idea is derived from the 
forma. Viewed in this light, Hindu society 
which IS badly fragmented due to its tradi¬ 
tional values of social exclusivism and in¬ 
equality, indeed, needs a nationalist 
transformation. But for cultivating true 
nationalism in a positive way, the Hindus 
have to turn their zeal and energy within 
theii own society and not outside. 

IPresidential address delivered at the Seminar 
on ‘Religious History with Special Reference 
to t'oniemporary India', ai the SNOT Women’s 
University, Bombay, February 5 and 6, 1991.1 
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REVIEWS 


Labour Process and Characterisation of 
Small Industry Sector 

Sucha Singh Gill 

The Political Economy of Unorganised Industry: A Study of the Labour 
Prwcss b> Manjit Singh, Sage Publications, New Delhi, 1990, pp 234, Rs 190 


TtiL agrarian situation in Punjab has at 
tracted the attention of a large number ot 
scholars in India and abroad due to the 
predominance ol agriculture and allied ac 
tivities in the economs of the State but 
primanl) because of the last iransioimation 
of agiicultuie, making the State the most im 
portant centre of green revolution m the 
country 1 he locus of seholars on the agii 
culture of the State has been two fold f irsi 
to understand the Punjab cspenencc and the 
factors behind (juiek changes so that the 
same experience could be repealed in other 
parts of India and in the developing conn 
tiies of South Asia Second to understand 
the nature of these changes and its social and 
political implications (ircaier stress on 
agrarian studies has disioiccd, lo some ex 
tent, the picture ol the State s economy and 
the impression has been ertaicd that tluie 
IS little development in the industrial stetoi 
In tact the rate of industrial development 
from 1966 the star ol rcoiganisation of the 
State, has been higher than that of agricul 
turc The share ot manufacturing m terms 
of employment has increased fiom II 12 to 
12 per cent between 1971 and 1981 * 1 he 
share ol this sector m State domestic pro 
duet at factor cost at constant prices has in 
creased from 8 IS per cent in 1970 71 to It 42 
per tent in 1987 88 In the context ot 
relative paucity ot studies oi the industrial 
sector, paitieularly on labour processes and 
the level and mode ol surplus extraction 
Maniit Singh v book is a vers useful eontii 
button The focus ot this work is to under 
stand and charaeteiise the stage of organi 
salion in unorganised industnal sector its 
effects on the structure and composition of 
working class its class consciousness and 
oiganisaiion of the iindt union movemeni 
Marx s concept of labour piocess has been 
used to explore the nature ot production 
organisation Marx deliiics labour process 
as ‘ human action with a view to produc 
tion ol list values, appropriation of natural 
substances to human aquireinents. it is the 
necessary condition for affecting exchange 
ot mailer between man and nature* ' There 
gre three cicmcniatv factors ol labour pro 
cess They are (I) personal activity ic,work 
itself (2) the subject of work and (3) in 
siruments of labour I abour process disap 
pears in the proi'uct, which is a use value 
created out of n iiurc s material adopted bv 
a change of form to the wants of man Pro 
ducts are the result as well as conditions of 
labour Among the factors of labour process 


instruments oi labour have a special signi 
ticancc 1 hesc instruments not only supply 
a standard ol the degree of development 
which human labour has attained but arc the 
indicatois ot social conditions under which 
labour is cairied on *' Labour process exists 
under all social conditions and is nature's 
imposed condition of human existence 
labour process takes different forms under 
diffeicnt social conditions 

Marx has analysed in depth the labour 
process under the capitalist system of pro 
duction tindei these conditions laboui pro 
cess exhibits tw o characteristics hiisi, iabout 
works undci the control of the capitalist so 
that w irk i' properly done without unneces 
sais waste of raw materials and wear and 
tear of iniplcnienls secondly the product 
IS the properts of 'he capitalist and nut that 
ol the labourci 

I he mam concern of Maniit Singh s study 
IS 10 analyse the labour process in the 
unorganised industrial sect sr of developing 
countries like India It has been defined bs 
some common features such as smaller si/c 
of production units scattered over a wide 
aiea, use ol lower levels of technology with 
high laboui absoipiion prevalence of piece 
rate wage pavmcni and the pivotal rule 
plaved by intermediaries between workers 
and the ultimate employer This sector 
played a vers important role m the industrial 
revolution in Westcii, Lurope and is a pro 
mintnt feature ol modern Japanese indus 
irial structuic In Western countries this 
created an iniiial basis for growth of the 
organised coiporate industrial sector 
I noiganistd industrial sector emerged out 
of the handicraft production system in the 
initial phase ol development of capitalism 
in the West In this phase it passed through 
three distinct form' termed co operation 
manufactuic and laciorv (machinofacture) 
Manjii Singh seeks to examine labour pto 
cesses in thi hosiery industry of Ludhiana 
>n terms ot Marx s concepts of 'manufac 
ture’ and factory sy,tem of organisation of 
production Manufacture is characterised as 
detail labour on the basis of skill and separa 
tion of mental laboui from manual labours 
T his leads to loss ot control of labour pro 
cess by worker to capital Factory form of 
production is distinguished from manufac 
lure m terms ot tools ot production In 
manufacture tools aie operated by hand 
whereas in factory tools are fitted into the 
body of the machine operated by an in¬ 
animate source of power This is the reason 


factory system is also called machinofacture. 
In this system detail labour is replaced by 
detail machine functions Transition from 
manufacture to factory took a Icmg tune and 
a variety of forms It is only from the 
mid 19th century that factory system began 
10 dominate in the West 
Manjit Singh points out that capitsdist 
growth in India in the 19th century started 
on two different lines On the one hcuid there 
was the imposition of modern capitalist 
enterprises from above and on the other 
hand traditional industnes struggled to grow 
from below In the lattet case weaving in- 
dustiy of Surat, metalwaie industry of 
Aligarh and coir industry of Thivancore are 
mentioned Here aitisanal production was 
transformed into capitalist simple co¬ 
operation or capitalist manufacture. The 
transition from manufacturing to factory 
production was very slow and partial before 
independence Af tei independence the small 
industrv sector came to be specially pro¬ 
tected under the Industnal Pobey Resolution 
( 916) This sectoi now accounts for nearly 
10 per cent of value added and 80 per cent 
of the total employment in manufacturing 
m the country Unorganised industnes are 
(he most important component of the small 
manufacturing sector in the country 

On the basis of review of studies Maiuit 
Singh classifies unorganised industnes in 
India into tour categories First, there are 
home based industries based on traditional 
skills and instruments of labour This form 
of pioduLiton IS characterised as ‘indepen¬ 
dent artisan or ‘small petty capitalist pro¬ 
duction Sandal and coir industries fall 
within this category The second type of 
industries are owned by merchant manufac¬ 
turers This resembles typically the British 
putting out system/capitahst domestic in¬ 
dustries The lace, b^i and carpet in¬ 
dustries belong to this category The third 
type of industries assume the capitalist 
manufacturing form Match sticks, fire¬ 
works and agarbati industries belong to this 
category The fourth type of industnes has 
developed production process from maiiu- 
tacture to factory form The four-fold 
classification of these industries has led to 
division in the ranks of working class based 
on part/whole ownership of means of pro- 
dution, sex and geographical divisions, com¬ 
petition, sue of units and existence of cham 
of intermediaries This has implications 
from the point of view of otganistng the 
working class This is the reason why with 
the exception of the coir industry in Kerala 
and the shoe industry in Calcutta there is 
hitlet idence of the emergence of organised 
trade union movement among the workers 
of these industries Any intervention by trade 
union movements or by the state on behalf 
ol workers led to capital re-orgamsation and 
dispersal of production processes in such a 
vray that this intervention could be avoided. 
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The chse of the coir industry in Kerala and 
beedi industry in Nepani is a pointer in this 
direction 

Comparing the growth of industrial 
capital in Punjab with the rest of India the 
author finds that traditional industnes were 
almost at the same level in the matter of 
transformation to capitalist relations ot 
pioduction While industries were trying to 
come up from below from handicraft to 
small workshop and furihei to small fattorj 
production the capital intensive large tactoiy 
industry had not made an> major dent m 
the industrial economy of the State before 
partition The process of penetration ol 
capitalist lelations in traditional industries 
and their concentration in vaiious urban 
centres was slow compared to certain other 
parts of the country 

In the post-independence period industrial 
development of the State has been concen 
trated in uiban centres Urban industrial 
units can be divided into ‘wo distinct 
categories hirst, the small industrial scctoi 
which employs more than three fourth*^ ot 
the total industrial workfoicc and pioduccs 
nearlv <0 per cent ol the value added In ihc 
small sector, textile employed nearlv It per 
cent of the wotklorce lollowcd by the cycle 
industrs (12 6 per cent) and ayncultiiial ini 
plemcnts and mechanical umiIs f 10 t>ct cent) 
in 1978 79 The peculiar Icatiiu i>( small 
scale industries m the State is that most ot 
the units have evolved Irom the traditional 
handiciattsman's small workshop to manu 
facturcs and more recen’lv to I ii tones I he 
second categon ut iiidustnal units i ot 
medium and large si/e I \ccpt lot the cnyi 
neennp industry these have been imposed 
from above 

I iidhiana has emciged as Ihe biggest cen 
Ire ol industries in Punjab employ mv 37 ^ 
pci cent ol wotkiis in the .mall sc ilc sc lot 
and 29 5S m large medium victor Mu 
respective shaics in total production was 
23 98 pei cent and 23 44 per ceiu in 1979 hO 
Among the saiious indu.incs in liidhiana 
disirici, hostel v has emeiged as the biggest 
industry employing 40 99 per cent ol the 
total workers and with 34 S8 per cent ol the 
production ol small scale sccioi m ihc 
district I he author has taken (his industrs 
for in-depth analysis to uiidcistand the level 
and the nature of labour priKcss in the small 
sector 

Hosiery industry developed maiiilv in the 
20th century It faced two difficulties in the 
pie-independence period F irst, shon supply 
of machinery from abioad pariicularlv dur 
ing crisis/war Second, competition I torn 
established producer^ from abroad in the 
post-independence period both the ditti 
culties ceased to exist with sufticicm 
availability of domestically pioduccd 
machinery and control over foreign compcii 
lion under the protective mechanism 

Hosiery industry of Ludhiana was trans¬ 
formed from natural economy to domestic 
capitalist production industry in the second 
quarter of the 19th century Needle knitting 
began to be replaced with frame knitting 


from 1883. Initially frames were imported 
from abroad but in the early 1920s produc¬ 
tion ol smalt knitting frames was started by 
local artisans I his gave a boost to the pro¬ 
cess ol introduction of machinery in in¬ 
dustry By the late 1920s there were nearly 
900 frames in operation in laidhiana, out of 
which 20 were power driven while the re 
mauling were hand driven Industry expand¬ 
ed in a big way during the first and second 
world wais due to stimulus of protected 
market After partition the industry began 
to grow m a big way and Ludhiana not only 
became biggest centre ol hosiery production 
in Punjab but also a major centre for other 
industries in the Stale In 1951 the industry 
eniploved 20 (KX) workers and had 805 units 
out ol which 56 (6 95 per cent) were rcgis 
icrcd flu industry had acquited a complex 
system ol production and organisational 
paiiein Bui ai vet the industry was seasonal 
in character lundioning from July to 
Dccemhei I hcic was a considerable increase 
111 the usi o* niiiclimers in the industrs aiicl 
by 1961 there were 7,700 knitting frames 
machines in .isc in the industry Out ot these 
machine niou than three fourths were hand 
opciaticl I hi iiph some factory production 
had conn inti'i istence manufacturing con 
tiiiucd lo predoiiiinau 
This ind Idle voi a majoi (ilhp from the 
carle I96 <Is eehen c'porl to Fast Furopcdii 
couniiu especially lo the Soviet Union 
ht gall I' [)oi I ol hosiery to the Soviet Union 
lake pla c ihiough Ih monopoly exporters 
ivcognisid since 1972 73 trade agreements 
eeith ihi Soeici t nion have established not 
oiile the monopols of 18 cxportcis in trade 
but ha., ilso mipliiations for the ivpt ot 
iiisiiuiinnie o< production in this i idusiie 
Soeict ( nion has been purchasing goexis be 
escigti' Woollen goc'ds of htaes weight can 
he kti.t oiils f manually operated Intttitic 
liamcs Since export orders in volume with 
itu piecii nuiTibci ol cxpoitcrv have mulii 
piled with stagnant tcclinologs, thev haec no 
option hut to suhiti export ordcis to labii 
catois on contrict basis 

Ihc giowth ol inis industry was accom 
panicd bv changes in the pioduction system 
I isteshiU capitahsis have withdrawn from 
diicci control I'eei labour process and shifted 
to Made I acto's tvpe composite units have 
been broken into 'my units based on various 
produclion pioccsses This has put the 
burden ol insiiumenls ol labour on petiv 
capitalists Ol grassroots workers Big traders 
get their goods manufactured by simply ad 
vancine law material to small indcpendcni 
units 1 tic auttior characterises the type of 
prcxiuction as ‘decentrahsed Ut ‘ory system’ 
or ‘modem putting out’ 

Production iiniis in hosiery industry tan 
he d vided into tom categories (i) units pro 
ducitg vain, (ii) ptoJuccis-cum hosieiy 
exporters, (in) units fabricating hosiery 
units from sarn advanced by exporters, and 
(tv) s nail independent workshops providing 
specialised servites^processes such as button 
holing/stitching, dry .'leaning, linking, etc 
In this chain of units, the author has studied 


only two types of units. There is no menuon 
of yarn producers; their status and link with 
other types has not been investigated m the 
study The small independent workshops do 
find mention but m a penpheral way as pro¬ 
viding services to the fabricators Omission 
ot these two types of units is not only in¬ 
triguing but creates a serious gap in our 
understanding of labour processes and 
surplus extraction 

The study ot production organisation and 
composition ot working class is based on 
empirical data collected from IS sport units 
and 2S labricating units Fxport units are 
engaged both in production of hosiery goods 
as well in export business The fabricaton 
are engaged in manufactunng outpu, for ex¬ 
porters bxport units aie quite big compared 
to fabric atois both in terms of turnover as 
well as investment in plant and implements. 
The authoi has estimated that average in¬ 
vestment of exporting units in plant and 
machinerv turns out to be Rs II 22 lakh 
against Rs 64 thousand per fabneating unit. 

Ihe central concern of the author has 
been to locate the stage of production 
organisation in both export and fabneating 
units On the basis of instruments of labour 
used by expoiting units, it is concluded that 
the form ot production organisation is 
piedommantly manufacture The argument 
advanced iv that the knitting process employs 
more than 55 per cent of the workers in the 
export units where knitting is done by hand 
operated knitting frames Hand operated 
frames arc traditional instruments and are 
mainly owned by the workers The author 
notes the introduction ot new power operated 
machines by the big units He also finds 
introduction ot linking machines, button¬ 
holing stitching machines, cup seaming 
machines and powci winders in the industry 
displ.icing respectively 3,180 570, US and 
361) women workers In recent yeais com¬ 
puter designing has been introduced with 
improved knitting machines fitted with elec- 
ironii control systems At the time of the 
study the machine was not populai with the 
producers being costiv, but is now entenng 
the industry in a big way Ignoring these 
moves of iht industry towards machinofac- 
tuic the authoi insists on charactensmg it 
as (ht stage ol mamilaciuie. Ttwo factorsare 
considered important for the present struc¬ 
ture ot this industry First, Russian trading, 
teams purchase hosiery by weight which can 
be produced cheaply by hand operated kmt- 
ting tiame Second, due to availability of 
ibundant supply ot cheap labour producers 
find It ptofilable to employ a large number 
of manual workers instead of a few auto- 
mitic machines 

I abiicators occupy an important position 
in the producti in of hoste.'v goods. They ac¬ 
count for 45 per cent of the total production 
of the hosiery export industry Fabricators 
perform job work of required specifications 
with raw material advanced by the exporters 
and receive tlie fabrication cost including a 
profit margin of Rs 2-3 per pieoe Fabricators 
get the job done through the workers 
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empl<^ed for the purpoie I abncatof^ own 
few tools and machinery Simple tools like 
knitting flats and sewing machines are own 
cd by workers The maiot burden of owning 
tools falls on worKci> 

A significant finding of the author is the 
emergence of the fabr.cator 1 he fabricator 
a > a category ot producer came into exis 
«cnce in the mid 1970s The fabricatot has 
emerged Irom two sources 1 he overwhelm¬ 
ing majoiitj of them were pteviouslv 
workers Out ol IS fabticators studied 27 
had been flat workers oi contiactors turn 
svorkers in the hosiery industry with long ex 
pericnee, in some cases, ol more than twenty 
years The other two became fabricators 
directly without earhei expeneiii-i in ihis 
field as workers 20 ol the fahncatois started 
work with capital financed lioni savings 
three took loans to augment their savings 
Only one began with completcis borrowed 
capital while another one lianstcried agri 
cultural surpluses to this business 0< the 
fabricators 16 own working space while nine 
of them have hired woikiiig space 

I he author reveals the following process ol 
manufacturing by the fabncaior Normally a 
fabricator is required lo deposit Rs 10,000 
20,000 with the exportei as a sccuiity lot the 
yarn (rav> material) adyamed valued at 
Rs 40,000 70,000 The fabric.itor also noi 
mally advances Rs 10 000 20,000 to workers 
Thus the fabiicatoi aiiangcs Rs 20 000 
40,000 for advances as a security to both 
exporters and workers and someiiincs addi 
tional Rs 20,000 70,0(X) foi payment of 
wages in case of non receipt ol tabricating 
charges in time from the exporters The 
fabricators (perform a host of tunctions in 
conversion of raw material (yarn) into 
hosiery garments such as co ordination ol 
their own workfoicc in mending and knitting 
They also co-ordinate independent processes 
(uch as button-holing/stitching, linking, dry 
cleaning and dispatching ot garments, alter 
inspecting each individual piece, to the 
exporters 

Fabricators are squeezed by exportei s m 
various ways 1 he fabricator is paid charges 
for a particular design and sire of a piece 
of hosiery which includes labour charges 
and his profit margin The fabricators com 
plained that the percentage or then profit 
margin bad not been revised by the exporters 
for the last 20 vears Exporters permit only 
2 per cent wastage of wool while the actual 
wastage reported by the fabricators is 7 pet 
cent The fabricators also pav a bribe of 
paise 20-2S per piece to the garment checker 
employed by the exporters 

For the emergence ot the phenomenon of 
fabncation two reasons are assigned First, 
the collective resistance ot workers against 
their exploitation leading to a geiicial stiikc 
in 1972 led to a decision bv hosiery pro 
ducets to re-organise their capital in order 
to avoid labour iioubles and welfare obliga 
tions to Jabour provided under various 
labour laws. Secondly, to mc'ct fast expan 
'ding export ordcis to the Soviet Union ex- 
porteis instead ot expanding iheir own pro 


duction increasingly nii«l on fabricators. 

The fabricators perform most of the pro¬ 
cesses within their workshops But processes 
which are capital intensive or uneconomical 
arc accomplished through independent small 
workshops set up lor each individual pro¬ 
cess such as button holing/stitching, em¬ 
broidery, dry cleaning and linking 
It IS estimated that the average number ol 
woikcrs employed bv an exporting unit is 
376 A fabricator on the other hand employs 
on an ascage 31 workers but if domestic 
workers (ssoikcrs working at home) are ex 
eluded then the average comes down to 25 
Sex wise distiibiition of workers indicate that 
the female workforce was 29 71 pet cent in 
iabricating units and 8 70 pet cent in expor 
tmg units Nearly 7 pei cent ot workers in 
the indusiis are child labourers below 14 
years ni ,tj>t In expoi ting units there are two 
types of (.nplosmeni i e, workers direclls 
empiosed by tfie units and worken employed 
throu/fi lont avioi' with their respective 
shall of 76 34 pci lent and 43 66 per cent 
Fabricating units hiise three tyises ot employ 
ment, i c, ilireci employment, employment 
through contractors and tamils employment 
with ics[K.(ivc sti lies of 85 60 per cent, 6 66 
pci cent and ’‘14 pir cent Out ol 7,637 
workers cinploscd b\ exporting units 4,826 
(87 61 pet cent) arc not considered workers 
either bv coinradois or by exporters Ibis 
IS because I lies aic i ither employed through 
conliaciois oi ilies are eirployed on piece 
rate basis anc' workers own their tools ol 
production I lieir work is considered con 
iiict ssotk I he icniaining 811 woikcis 
(14 per cent) employed directly bs 
the ixpoiicis on time rate basis ait not 
on till iciMil.ii miistci roll Thus nearly 
90 per cent of workers in export units and 
all the woikcis (781) m fabricating units arc 
not on the rcgulat mustei roll and are 
dcpiised of their legal status as workers In 
ca .e ot fabricators 17 74 per tent of workeis 
mostly women art not even working on the 
workshop premises of their employers but 
III then own houses The overwhelming 
maiorits ol workers ate deprived by the pro 
duction process of their legal status as 
woikcrs and consequently of benefits due to 
them under labour welfare legislation They 
are not only subject to ruthless exploitation 
but have been deprived of any opportunity 
of putting collective resistance due to the 
temporary and od hot nature of their 
employment and scattered work places 
Data collected from 491 workeis reveal 
that the workers employed in this industry 
are diawn Irom among the residents of 
I udhiana city or tiom other States (ma'”'y 
Bihai and UP) Workers from rural and 
other urban areas of the State have not been 
absuibed in this industry The percentage of 
local and migiant labour works out to be 
respectively 61 9 and 38 I There is caste divi 
Sion among them The percentage share ot 
upper castes, intermediate castes, artisan/ 
service castes and lower castes among the 
workers are respectively 22.61,27 09, 34 42 
and 15 88 With some variation, this caste 


division IS found among both local at wtH 
as migrant workers. Local workers have an 
overwhelmingly urban background while 
migrants are mainly of rural ongin. This is 
also reflected in differences in literacy level. 
Illiteracy among local labour is 3.60 per cent 
while It IS 20.13 per cent among the migrants. 
Lxical labour is concentrated in better paid 
processes suen as knitting, mending, tailor¬ 
ing and pressing while migrants have been 
accommodated in low paid processes such 
as winding, stitch opening, checking, pack¬ 
ing and miscellaneous Similarly a high con¬ 
centration of temale labour is found m 
winding button holing/stitching, ‘tnpai’ and 
mnellaneous processes 
Wages oi migrant workers are generally 
lower than those ot local workers Their 
hours ol work arc also longer (11 hours) 
compared to that of local workers (10 hours) 
Apart from tht better skill of local labourers 
other tacior causing difference in wage rates 
IS the mode ot employment Most of the 
migrants are employed through contractors 
C ontractors corner a margin of 20-30 per 
cent ot ihe piece tales contracted with the 
exporters and the rates paid lo the workers 
Female labout is exploited moie than the 
male adult labour I hen monthly earnings 
are by and large less than one half of those 
of adult male workers The worst exploited 
are Ihe rural domestic women workers 
followed bs the urban domestic wvmen 
workeis and aged women * Most of the 
women are employed by eontiaetor^ who 
siphon oil 40 50 per cent of their wages 
( hild labour is mainly employed in stitch- 
opening, mending, checking and parking 
Like migrant workers, child workers are 
employed through contractors at the manu¬ 
facturing places Thc’y woik tor long hours 
(911'’ hours) C hild labour is better placed 
compared to female domestic workers and 
aged female workers But they are more ex¬ 
posed to the high handedness of contractors 
due to lower age Fhey are also subjected to 
occasional physical beatings Ownership of 
some instruments of labour by some workeis 
has blurred the class division between the 
proletariat and the capitalist employer The 
tendenc 7 towards mobility of workers in 
vanous industries has weakened the stability, 
ol the working class Both these factors have 
negative implications for organising workers 
against exploitation In fact in the present 
situation It IS very difficult to implement 
labour legislation It is found that out of the 
sample of 491 workers only 14 workers (two 
female and 12 male workers) were being 
treated as regular workers and were in receipt 
of the vanous legal benefits It is a sad com¬ 
mentary on Ihe implementation of labout 
legislation that in hosiery, the biggest in¬ 
dustry ol Punjab, 97 per cent of the workers 
are dep. ived of their legal nghts In this con 
text the author has furnished very interesting 
results by working out ratios of wages receiv¬ 
ed by local, migrant and female workers to 
minimum wages fixed by the Sute labour 
department in vanous processes in the 
hosiery industry in the first quarter of 1984. 
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Out of the seven processes in which local 
workers were employed they received less 
than minimum wages in four processes 
1 heir wages were 81 86 per cent, 88 22 per 
cent, 9S per cent and 9S67 per cent ol 
minimum wages respectively in mending, 
linking, flat knitting and checking Only in 
three processes did they receive wages higher 
than the minimum tixed wage rati Migrant 
workers were paid wages less than the 
minimum wages in all the seven processes 
in which they were employed 1 heir wage 
rate ranged betwein 69 94 pci cent to 96 
per cent of minimum wages in tliisc pro 
cesses The condition ol timali workcis is 
pathetic In thici processes out ol lout 
female workers were paid wages less than 40 
pel cent of the minimum wages Vkages ob 
tamed as peicentage of the minimum wtges 
in all the lour proiisscs w is 41 17 91 
3141 and 76 17 respeetivels in winding 
‘lirpai’ button stiiehmy and cheeking This 
highlights the lulhliss exploitation of 
workers in the hosiery indusirs on the one 
hand and existence ol working class as a 
distinct identity on the othei It is ditfieiili 
to agree with the authors assessment ihit 
the woilmg class in the hosiers inUusiis is 
still in the making because workers own 
some instrumcnis ind have a iciidencv 
toward meihilily Lxistetlce of woikiiu el iss 
as a distinct idcntiiv is in obiectisc le iliiv 
and ihc lactois cited bs the lulhoi ire in 
hibitine organisation ol ihc woike rs m node 
unions I Msieiice e>l this i liss in itself tnusi 
not be wOntused with eliss 'oi itself 
One lull chapiti is desoicd it' the li idi 
union nu'stmciii in 1 udhiana wheic the 
hosiers industry isalse coseied Ironihisio 
rical expciiciiec tlu iiiilu't hniigs out ihc 
division )l woikirsbv trade unions tlliliaied 
to dilfeicnt political pirties and hull 
tions tmciLciiei ot piotcss e ii its in the Hade 
union movcnicni ind lumpen 'epiessist 
stiucturc ol einplewcis is lactois inhibiting 
the tiadc union movcincni in ludhiani 
Along wiih these I le ors tlu preidiicliun 
structuie ol the industiy does not give 
enough scope toi the einergetite and growth 
ol a trade union mosenieni in this industry 
Inleiesting esidtnee has been eollietid to 
show lu w legalism has gise’n rise to business 
men and piotcssioiials in Ihc trade union 
E<i,.li nitiior trade union has a pr>,.lisiii|, 
tawsei asse'ciaied with the i nioii these 
lawyers aic also tiadc ii non leaders who 
make considerable nionev from legal battles 
as part ol their legal pi lelicc E mphasis on 
Icgalum has giver rise lo basta (bag) 
unions the unions uiii bs individuals as 
'mobile shops who carry their office in then 
bags with union membership forms demand 
notice foims and othet documents needed 
lo file v.ases on behalf of workers in the 
courts Another ivpe ol ptolissionalsorga 
nise strikes in a pariieulai unit in eontiivanee 
with rival producers who pav adequate 
monev <i,s reward Similarly strikes aa oiga 
ni ed or disrupted foi making money bv 
such individuals 1 hev arc on the payroll ol 
(he industrialists for keeping industrial 


peace Though there are stiver linings in the 
positive attitude ol some unions, legalism 
has been at the cost of workers’ education 
to enhance their class consciousness One ol 
the ideological barriers pointed out to work 
mg class consciousness is the bourgeois pro 
paganda that the workers, who own small 
instruments, through their skills can elevate 
themselves to the status of the fabricatoi 
This IS, in a way, a misconception of reality 
bv the author It is not bourgeois propaganda 
but the objective reality (as brought out bv 
the author himselOthal out of 2S fabricators 
studied 21 of them were workers before 
becoming fabricators It is a case of vertical 
mobilitv The author suggests that to make 
the trade union movement strong certain 
demands like registration of fabricating units 
and implementation ol labour laws should 
be raised The expinence ol the 1972 strike 
indicates that culleetise resistance in the 
traditional way Kd lo eapiial re organisation 
and tor nearly two decades there has been 
no struggle in the hosiers units In the era 
ot capital re oiginisition the trade union 
movciiient has to think and aet in ereatise 
ways 

( oneiplujliy the iiitboi s insistence c'li 
eluiadensing iiiiiis pioducing per cent 
ol their expi rts thtniselses as expoiting units 
IS not tenable and as also their eharaeteiisa 
non a iiiiichant m inufaeturc units since 
thes delibetatcly decent! tlised then piodiic 
lion bs allocaiiiic some processc to the 
labiieaiois The auihoi hJs examined the 
hosiers industts within the framework ot the 
small industry seetoi which has been termed 
uiioisanisii' iiidiisnv Without using a 
precise deiiiiit on ot sir all sector the luthoi 
clubs laid and icristcnd units (piodic i 
cum exporn is) with the small and mireeis 
Itrcd uiiiis Mow can I irai iiiiil cmplosinii 
on an ivinit I'hw ukeis and with annual 
turnoveis oi croKc o rupees be studied in 
the small unorgmiscn Irimcw'ik' \Xrbilt 
analysing the si/i oi c ipital the author k 
coneiined with only value ol plant and 
machinery and nnous huildin, and other 
fixed productive asseis both in cave ol 
I nsdueer cum exporim^ units and tabneatmg 
units 

At the empiric il Itvtl two piohlcms need 
to be mentioned I list the phenomenon ol 
ruthless exploit ition is well krown in in 


du&tnes which have ikirted protective labour 
legislation This exploitation it shared bet 
ween the subordinate and controlling units 
The author could have attempted a quami 
f nation of sharing of,surplu$es in the form 
of profits of these enierpnsei This has not 
been done Secondly, emergence of industrial 
units from belpw is not a phenomenon strict 
ly related only to traditional industries The 
small-scale sector has proliferated in a iaige 
number of modem mdustnes This has been 
fuither strengthened by the policy of an- 
eillansation followed in the recent years 
There is a major difference between the 
small industry sector among tradittonal and 
modern mdustnes in term^of capital inten¬ 
sity Dhar and I ydall pointed out this in their 
study in the late 19S(K^ This has conse 
qucneis both for the labour process and the 
relationship between the small and large 
units Some of the targe units in the engi¬ 
neering industry of Ludhiana have grown in 
course of lime from small workshops The 
author has not included any study related 
to smail/unorganised modern industry m the 
review of literature to point out such dif 
te renees This is to point the diverse wavs in 
which various industiiev can develop rela 
iionships between the small and large uni s 
and consequently have implications fer 
labour process CaretuI editing of the v ork 
would have reduced repetitions and the 
factual mistake of naming Jalandhar and 
Ludhiana as border districts However, 'he 
book IS a welcome addition to the subject 
and provides valuable insights into the 
development of the small industrial sector 
under eondiiions ot population pressure It 
IS hoped that this will provoke more studies 
in the iiidu trial economy ol Punjab 
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SPECIAL ARTICLES 


Transformation in Bulsar 

Suthars and Relevance of Casle 

H«*iii Streefkeric 

// capitalist transformation is accepted to be the dominant tendency during the last two decades in many parts 
oj India, including Gujarat, how has it irtflueiued the development of Bulsar, a town in south Gujarat and what 
are its sociological manifeuations^ How have the Suthars, who played an important role in the industrial develop¬ 
ment of Bulsar having started the first industrial vsorkshops and factories, fared in these decades^ 

The author, who had studied the industrial transition in the region 16 sears ago, revisited the area to 
investigate the changed class, power and status configurations there 


AFTER d gap ol 1ft stars I ssmi batE 
to Bulsar in south Ciujarat wheie I had dont 
my first research m 1970 and 1974 finally, 
in 1990, I svas able to stay in the tosvn in 
February and March My visit was to be 
more than only a 'sentimental tourney’ I 
wished to check my expectation that Bulsar 
and Its environment had changed moie than 
the Indian and Dutch researchers expected 
in the seventies (Rreman and Hommes 1979 
15)' Mv expectation was based on bits of 
information brought home by colleagues 
who ociasionally had visited the toimcr 
research area on mv own cxpeiieiices in 
Guiarat and India, and on general empirical 
and theoretical knowledge iboiit develop 
ments in different parts ot South Asia 1 
became convinced that capitalist transfoi 
mation has been the dominant tendenev 
during the Iasi two decades m many parts 
of India and ceitainly in Gujarat One of 
the purposes ol my rt visit in 1990 was to 
understand how Bulsar has bc'cn influcnied 
by this development and to trace its socio 
logical inaiiilesiatioiis 

1 uithei inoic, 1 was curious to I now how 
the Suthars ol the town had hired during the 
last two decades 1 lies were part of mv 
research in 1970 and 1974 because they 
played a majni role in the industrial develop 
nient ot Biilsai and elsewhere in south 
Gujaiat Thev were among the first to start 
industrial workshops and small lac toms 
(Slreefkeik 198S 68 128) Bv studying them 
in 1990 I loiild update their history and thus 
cover a period of almost hiindiid years or 
four to five gcnciations Ms inteast in them 
also enabled me to be more specific about 
general sociological trends 

I he constraint of time hindered a 
thoiough and systematic investigation 1 
nevertheless could collect enough informa 
lion to present a picture ol major changes 
in Rulsat and its sui rounding area duimg 
the last two decades In the first pait ol the 
account I describe the overall tendencies bv 
loeusing on the changed eontigiiration of 
class status ai d power I he second part will 
be dedicated to the Suthais In the epilogue 
the local findings will be related to general 
theoretical discussions and the actual Indian 
siteation 


Hi 1 >M i\ I9v() A Boominc,Town 

W hen 1 letuiiied to Bulsar in 19901 found 
a town dllticult to recognise Its skyline had 
chanittd diastically, with many new flats, 
eight multi storeyed buildings each with 
10 12 sio'cvs and numerous TV antennas 
The mam streets in the centre are over 
crowded with cars scooters, motors and 
sccKitci Mckshaws innovmg pedestiains In 
till centre new markets and shopping 
centres have filled up former open spates or 
replaced old buildings The Kantibhai Uesai 
cricket stadium and sports complex, named 
altei a prominent Anavit who took the 
initiative to build them, occupy the area 
which was a large open maishy pond in the 
heart ol the town 1 he outskirts of the town 
look different too Along tne roads leading 
out of the town rc'sidcntial ejuarters have 
tome up 1 01 instance, the first part of the 
erstwhile quiet road to the sea side village 
ot Iithal has become the site of opulent 
bungalows, liixuiious stores, small re 
staurants goveinment quarters and air 
conditioned oil ices of businessmen In 
another periphery ol the town, in the 
leclaiined Dhobi talav, is the largest slum 
area ot Rulsai called Shapurji Nagar The 
place IS called after Shapurji, a Pat si 
municipal councillor whom 1985 caused the 
allotment of the irea to house the poor and 
destitute ot the town To the inhabitants of 
the neighbouiing housmg societies, the slum 
dwellers an a permanent ‘threat’ Thev 
belie've that tin slumdwellcrs are criminals 
who are not allowed to live within the limits 
of the municipal aiea Actually, the area is 
populated by labourers, servants, peons and 
sweepers rickshaw drivers, by migrants from 
UP or Kerala and by families who were 
forced to vacate their hutments in order to 
allow thi ccmtractois to build new he uses 
The area also has lepers in the fringe and 
they have been there for more than 20 years 

I he iminedi.'itc rural environment of the 
tow n has also c hanged More land has been 
brought undci cultivation while some 
formei agricultural plots have been con 
verted into ‘non agricultural’ land This has 
happened, tor instance, along the national 
highway he tween Bombay and Baioda, and 
the two Stale highways connecting Bulsar 


with towns and villages east of Bulsar 
Traffic on these roads has increased enor¬ 
mously the two lanes of the national 
highway are too narrow for the columns of 
vans which drive along them day and night 
Along these loads small-scale and medium- 
si7ed industries have come up A co¬ 
operative sugar factors is one ol them 
It signifies the importance of the introduc 
tion of canal iriigation and the related in 
crease in the cultivation of sugarcane in 
Bulsar taliika 

T he Oundlav industrial estate run by the 
GIIX (Gujarat Industrial Development 
Corporation) has expanded After 1985 a 
second GIIX' estate was established opposite 
the first one, on the other side of the road 
The two estates, T km to the east of Bulsar, 
also accommodate branch offices of major 
banks, a telephone exchange, GIDC offices 
and flats to house the office personnel ol 
industrial enterprises On both sides of the 
road there arc tea stalls, repair-workshops, 
shops of traders selling foodstuff or 
spareparts, and houses of people who col 
lect and sell all kinds of industrial waste A 
service station tor tractors and a recently 
opened garage art the most sophistical^ 
establishments along the road 

One still finds the make shift dwellings of 
migrant tribal labourers along these roads 
Thev used to come to cut grass,* to work 
during the harvest, or in other kinds of 
unskilled jobs like tiic maintenance of roads 
Now they are hired to cut sugarcane as well 
To the south of the town, along the river 
Vanki, there is ‘Vasbier \^ley’ It is a residen¬ 
tial area on the banks of the river where 85 
bungalows are to be built The project has 
been undertaken by the two biggest estate 
developers of Bulsar T he sales prospectus 
pompously announces that it will be fully 
equipped with infrastructural facilities like 
water supply, street lights, roads, etc and that 
there will be a beautiful children’s park and 
a riverside hide-out for all age groups The 
prospectus finally points to the “famous 
Tithal beach, the site for lovers of sun and 
surf’ It refers to Western sun-bathing and 
surfing, though generally Indians do not 
either sunbathe or surf-nde 

My impressions are also supported by 
statistics For instance, the number of 
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teiqsllioiie coaBectiou ineiMNd.fhMn 6S0 
in 1970 Mid I4S0 in 1980, to niinost 2,110 
in 1990. This is n growtli me of 138 per cent 
between 197040^ mkI of 37 per cent between 
1980 and 1990. The size and lirowth of the 
population is one of the most revealing 
hgures. In 1971 the urban agglomemion of 
Bulsar,' including four adjoining villages, 
had a population of almost 53,000 (Streef- 
kerk 1985; 18). In 1981 thee were almost 
73,000 inhabiunts (Sialisiical Outline of 
Gujarat: 76), which means a decennial 
growth rate of 32.6 pe cent. The growth rate 
of the Gujarat population was 27.7 per cent 
in the same peiod (Statistical Outline of 
Gujarat: 5). In 1990 officials in Bulsar 
estimated the size of the town and a few 
neighbouring villages at about 1,20,000 
people Even a cautious guess of a 10,00,000 
inhabitants means a growth rate of 37 per 
cent between 1981 and 1990. This is much 
more than the estimated all-India rate of 
20.5 per cent (Statistical Outline of Indio 
1989-90. 37). 

The growth of the population after 1980 
is caused by natural increase and migration; 
Bulsar became more and more attractive to 
outsiders. They are mainly from Bombay 
and to a lesser extent also from Surat, the 
fast-growing industrial and commercial city, 
70 km to the north of Bulsar. Labour is 
cheap and the prices of land and houses are 
still tow compared to those in cities like 
Bombay, Sura! or Baroda. Furthermore, life 
in Bulsar is more comfortable and con¬ 
venient. It is a small, pleasant town near the 
seaside, and can be reached easily by train 
Houses and flats are bought as permanent 
residence or as a second-house. The latter 
is the case in the seashore village oi 1 ithal, 
where many new Hats arc owned by Jains 
Irom Bombay Most of the time the buil¬ 
dings are empty, except during some 
weekends and summer holidays. Bulsar's ad¬ 
ministrative importance also has brought 
people to the town. It is a district head¬ 
quarters with a growing number of offices 
and civil servants. 

The unusual growth of the population is 
one of the explanations for the boom in 
building construction in the eighties. The 
boom really started after 1983; The first of 
the present eight multi-storeyed buildings 
was completed in 1986. The enormous in¬ 
crease in new buildings meant the growth in 
the number of building contractors and real- 
estate developers at the same time. In 1970 
there were only four or five major contrac¬ 
tors, while in 1990 there are almost 40. 
Another reason for the building boom is that 
investment in real-estate became a lucrative 
means to employ black money. During the 
last few years there has been sharp rise in 
the prices of land and houses, in some ca.scs 
the price of land, for instance in Tithal, 
increased 10 times in a few years. 

Many newcomers from Bombay arc 
owners or managers of enterprises which 
were brought to south Gujarat in recent 
years.’ They are located mostly in the huge 
GIDC industrial estate at Vapi, 25 km to the 
south of Bulsar towards the Maharashtra- 
Gujarat border.* At present there are 


almost 2,000 cstabiithmcBti which it 10 
times the number in 1970, when the estate 
was still under construction. The estate it 
meant for chemical industries in the firat 
place. Due to serious pollution of water and 
atmosphere, and inadequate facilities in the 
small town of Vapi. owners and managers 
prefer to stay in Bulsar. 

The GIDC estate of Gundlav, meant for 
small-scale enterprises, is another area where 
outsiders can establish their factories. 
Because Vapi accommodates them and they 
want to keep the area clean, chemical units 
are no longer allowed in Gundlav. The 
second estate, opposite the original one. 
began in 1985 and now the two estates 
accommodate 183 establishments: in 1974 
there were only 20. 

T he old inhabitants have contributed quite 
a good deai to the growth of the town. The 
more affluent among them have built new 
houses as well. In the old quarters ot the 
town, like Baniawad, Farsiwad or Suiharwad 
the inhabitants own their houses and land. 
Many of them demolished their old single 
or two-storeyed houses and built blocks ol 
flats with lour to five storcyes. They now live 
in these new flats, and rent out flats they do 
not occupy. In the old pan of the town an 
apartment of three rooms fetches a rent of 
Rs 1,000 pet month A similar apartment, 
located in a nioie peripheral part of 
the town, brings in a monthlv rent ol 
Rs 1,200-1,500 ' 

T here is a spurt in all kinds of commcrsial 
and prolcssional services and activities 
Compared to 1974, there are, lor instance, 
many moie medical doctors and private 
hospitals now, offering specialised services. 
Another visible change in the town’s life is 
the proliferation ol scooter-rickshaws 
Though they certainly quicken public 
transport within and outside the town, they 
arc tai from convenient because the roads 
are bumpy and the springs are bad. Then 
exhaust fumes and noise, and the unpredict¬ 
able behaviour of the driveis are a perma¬ 
nent annoyance, even to local people, let 
alone a foreigner. In have the vehicle equip¬ 
ped with a cassette-player and two loud¬ 
speakers on both sides of the passenger seat, 
like an ear-phone, is the latest novelty As 
soon as the driver turns on the ignition key, 
film music almost blows the passenger t'lii 
of his seat. 

Rickshaws replaced the Muslim owned 
horse-cans, which were the main means of 
public transport till 1976. Since 1975 the pur¬ 
chase of a rickshaw is facilitated by special 
bank loans. Mans rickshaws are given on 
rent by the owners to drivers. Among the 
owners Muslims and Tandels (fishermen) 
predominate. The Tandels live outside Bulsar 
in coastal villages like Kosamba Some of 
the other proprietors arc government ser¬ 
vants and employees of private firms, like 
Atiil. Officially then wives or relatives own 
the ihiec-whcelers 

The daily net-income of an owner-driver 
is not more than Rs 50. When the rickshaw 
is rented the driver gets W of the income 
earned during 8 hours a day. Out of this 
amount he has to pay for the petrol. His net 


datty iM»me gmbiiiatt t mManium Ol 
Rs 25. The drivers Me'MtisBins, IhiuMs, 
Kolii and Dhodyias. Several of them are 
graduates and few have even a masters 
degree. Driving a three-wheeler is often a 
part-time activity, combined with another 
job. 

Because the ofTtcial records arc far from 
reliable it was difficult to trace the exact 
number of three-wheelers in Bulsar. The files 
of the self-appointed chairman of. the Bulsar 
Town Auiorickshaw Association are perhaps 
the best source. Around 1970 he was one of 
the first to own and drive a scooter-rickshaw 
in Bulsar. At present he runs a shop, selling 
scooter-rickshaw spares, at the main 
rickshaw-stand near the bus station. His 
books show the impressive number of 2,860 
rickshaws m Bulsar and adjoining villages 
m 1990. it is hard to believe that so many 
three-wheelers circulate on the roads of the 
town and nearby villages. Several rickshaw 
owners and drivers, however, mentioned the 
same number when asked for the number 
ol rickshaws in the area. Even though the 
figures may not be correct, they do indicate 
a iiend. When the self-evident sharp propor- 
lional increase of rickshaws in the early 
seveiiiies is lefi out of consideration, then 
the largest increase in number of rickshaws 
IS between 1985 and 1990. In those five years 
the numbei ol vchieles increased from ,,186 
lo 2,862, Ol by 141 pel cent, while betvvee.i 
1980 and 1985 ihe percentage was 116. Their 
shaip increase alter 1985 parallels the expan¬ 
sion ol the town in those years. The grow¬ 
ing numbei of rickshaws during the last 10 
years means that more and more people in 
Uuisur are willing and able to pay at least 
Rs 2 10 .1, the minimum tare, to be driven 
tiom one place to another, it also indicates 
the emergence ol a new transport culture by 
which is meant that even short distances are 
pieferied to he covered by mechanical means 
ol iranspori for presligious reasons 

C I ASS. Fowl K AM) SlAli:s 

Material changes often indicate changes 
in the contiguraiion of slass, power, and 
slams ( uliccting of empirical evidence to 
trace tlie changes was beyond the scope of 
niv research Still, some observations are 
possible, but they are of a hypothetical 
nature. 

The first pertains lo changes m the local 
class structure. 1 he social composition at the 
top ol the economic stratification changed 
since the eaily sevcmies In 1971 Parsis 
belonged lo the economic elite of the town 
but m 1990 they lost their economic pro- 
mmensc.’’ though several lamiltcs are still 
veiv iich 1 uiihermorc, the number of pro¬ 
sperous •oiiisiders' increased. Banias and 
Anas ils sonimue to dominate the economic 
litc of the town, the> ate the wealthiest 
businessmen, and the neiie.s' building con¬ 
tractors and estate-developers. During a raid 
by olficials of the income lax department 
in 1989. when black money worth many 
crores of rupees was unearthed, the oBlcials 
caughi only .Anavils and Banias. In the 1970s 
the economic power of Anavils was largely 
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bMcd IM titiri>er tnute-Md mango gardens. 
Thu changed during the eighties Timber 
trade declined due to the policy of the 
government to save the forests The traders 
closed their lirms and became financiers or 
building contractors 

Owners ol mango gardens earned large 
amounts bv selling their orchards Anavils 
with gardens in the area of the national 
highway and State highways could sell their 
property because land was to be converted 
into non agricultural land, meant foi in 
dustrial development Other Anavils sold 
iheir orchards to koiis and even a tew 
Dhodiyas These people could buy the 
gardens because they earned considciabic 
amounts by the sale of then own plots uf 
land the value ol which meteased dut to 
their tfatcgic ItKation 

By selling Iticir gaidcns the Anasils were 
able lo fuirhci intcnsils their urban onen 
tation In the villages Kolis consolidated 
their economic position or took over the 
economic pioininencc ot the Anavils Then 
economic ascent is a consci]ucncc ol the in 
Iroduclion ol canal irrigation and the 
cultivation ot suga'-canc in ihc tiist pi ice 

The people at ihc lowc runes ol tht 
economic stratilicatiun those who only have 
their poorly paid labi ui p<>wcr to survive 
arc still the same They uic former t'lbals 
like Naikas kuknas Dhodiv„, Dublas anJ 
migrant labourers from mote inlerioi aicas 
ol south Ciujaral or Maharashtra and othei 
poor Hindus and Muslims I hey earn a lit 
lie by performing all kinds ot iiicgulai lobs 
either as sell eniplovcd ot as ci ual 
labourers They ar^ Ihetcmpoiary and cnii 
permanent wcikcrs iii small werrkshops 
small and medium scale lactones domeMi 
seivants or assistants and servants in shops 
rcstaunnts and hotels I heir laboui has no 
Lgal protection and thev arc still personally 
dependent upon the whims ol then 
customers and employers Thev are the in 
habitants of Shapuiji Nagar others ic ide 
in dwellings in the old part ol the town 
Some of their dwellings are hidden behind 
posh bungalows or newlv elected flats where 
they are not sure they can stay much longer 
The casual labourers in building construe 
tion have temporary shelter in the buildings 
they work on 

I am unable to pa’seni detailed figures on 
the economic position of this large eategoi y 
wheihei their position improved or not and 
to what extent In any case, 'he otfirial 
minimum daily wage went up from Ks ^ to 
4 m 1974 to Rs 21 m 1990 Howcvei people 
are often paid less than Rs 21 per das t ven 
more important is the enormous rise in 
prices of basic necessities of life like cook 
ing oil, sugar, vegetables, textile energy 
medical services accommodation, public 
transport and so on Those employed in 
building construction probably did profit 
most from the ennimous expansion of con 
struciion activities Their labour is in greal 
demand and they arc among those whose 
daily wages are said to exceed Ks 21 per dav 

The wide social and material differences 
between the people of Bulsar and the 
population of the dist'u in 1970 was the 


reason why tiw setting or the research area 
was desenbed m terms of ‘polanty’ (Schenk- 
Sandbergen and Schenk, 1979 18) This 
characterisation is still appropriate when the 
focus IS on the extremes of the social and 
economic stratification of the toSvn 
However, the description would conceal 
several important tendencies which occur 
ad during the last decade 

Some groups at the lower end of the 
stratifu ation have been able to improve iheir 
maiirial condiiion The much debated of 
ficial policv 10 reserve’ places and appoint 
ments in education, government organisa 
tions and pnlitics tor scheduled castes and 
tribes has even mstilutionaiised channels of 
upwjtd niobiliiv to a certain extent hmploy 
inent in banks tnd government offices of 
tcis valaiics and secondary labour condi 
lions like loan 1 and security schemes which 
compare lavoui ibis with the insecure and 
(Kxirls p lid work in the private sphen T hus 
tor insisnc ihc material situalion of those 
untouchables pcrmiiicntlv employed bs the 
sanitati'in dipartment ol the town probablv 
impiovcd iiMii). Ill last IS years Dhodtvas 
ar I o her onn i itibals also could prolii 
Itom 'he sK.,. al arrangements meant loi 
In mi 1 un cm sic the material expansion 
ot the tow end 'he surrounding area pro 
sided opp iriunitus le>t thi yonngci yrnera 
tion like sxillid o semi skilled lObs m 
btnidiny ci istr ictio , and bciiir paid mbs 
in shops and sn res in the new shopping ct n 
t'cs or It nJiislnal coiKons outsidi the 
town ci in 'rapi Kcgulai und more income 
1 ' SOI e ol he chilui> n enables paicnis and 
other tain's members to better their cir 
iinisiinces Their phvsicil and social 
r ilicnci incKisid thc 7 could improve then 
n <uscs bu a Ian bed or gas stove 

Ihc emcigciicc ot a middle class*' is the 
oihci meisi sinking development Jurinv the 
la t 10 ycais It is a major Italuic of the chtss 
struclun ol Biilsn m 1990 This middle class 
IS graded and made up ot man igers pro 
fission ils sm ill se lie industrialists small 
businessmen hop owners government pci 
sonnil employees of private films euctcia 
I hev populate the multi stoned buildings 
new tlais and residential quarters and 
patronise Ihc fashionable stores in the new 
shopping centres They purchase goods 
made available through the liberalisation ol 
the leonomv in I'le eighties, like motor 
cvclf s scootc s e ir rel'igeraiors TVs and 
eithct coisumtr electronics (OOl 1989 1 2) 

C hanecs in the distribution of power ac 
company the rise ot the middle class ii 
Bulsai I Ol insiance, the composition of the 
municipal coiiiieil in 1990 shows a much 
larger propor'ion of ‘middle gtuups' than 
in 1971 In 1471 Ucsais, Banias and Parsis 
Occupied the majority of seats in the council 
The largest single group of seats belonged 
to Parsis and the mayor of town was a Parsi 
(Thakore 1979 TOO) In 1990 Anavils. Banias 
and Paisis msi their numerical prominence, 
though a Parsi is still the chairman of the 
council 

Anasils and I’aiMs no longer dominate the 
municipal council but they do represent 
Bulsar constituency in the legislative 


assembly or Qioarat tsute in iwm a rant 
from Buhar was eleeted MLA on a ticket 
of the Congressfl) He was a former cllal^ 
man of the municipal council of the town 
In the state assembly elections in 1990, he 
was succeeded by an Anavtl from Bulsar 
The Anavil, who represents the Bharatiya 
Janata Paiiv <BiP), defeated the Koti 
candidate i>f the Janata Dal and the IMiodiya 
candidate of the Congressfl) Perhaps he 
won the elections because of the strong op> 
position against the Congressfl) of Rajiv 
Gandhi, which suffered heavy losses m 
Gujarat and elsewhere in India during the 
Stale assembly elections in 1990 Yet, it 
remains significant that an Anavil became 
the BIP nominee loi Bulsar constituency, 
and that he was able to mobilise more votes 
than the koli landidati of the Janata Dal 
kniis lie numeric ills Jommant in the area 
and Ihc Janita Dal wa one of the ruling 
parlies in Delhi 

When dcseiibiiij tiaturesol ihc class and 
peiwer siriictuii ol Bulsai I icicrred to 
people known ie> bc Anavil Bania or Koli 
I used social cdlcgoiits or ralhci castes 
which irc lidscel on Other attribute' than 
we ilih and powei I he laitei arc important 
dclcrniinaii s ol individual and lolltciive 
status But iiicstigc and respect aic still large 
Is eiciulcd bv the iitual position ot the group 
in which jicoph are born ' C asu or com 
nuinitv and finiily status in particular 
remain m, | vr sevurcis of idcntilicaiion and 
Iraiiit ot lelen nec of the individua* fhest 
lactois largtlv determine life slslcs pereep 
lion ol othc^s ind interaition among indi 
viduals and tniwccn groups 

A growing divcigenec between caste, class 
and power components of stratification has 
been an important tendenc*) since indepen 
dcncc It has been a resuli of economic 
developments occupational diversification 
and administrative measures The latter 
include franchise, land ceiling acts and 
tenancy laws The Mouliks (1989 35) show 
the levelling of the landownership in Gujarat 
during the last 20 years It shows the dwindl¬ 
ing of upper-caste dominance and the soao 
economic progress of middle and lower 
castes and tribal groups They explain this 
tendency by the green revolution techno 
logics and the consequent socio-political 
pressures to enforce land reforms and ca. 
mg acts in south Gujarat too levelling 
tendencies and the growing discrepancy bet¬ 
ween caste, class and power, can be observ¬ 
ed In the villages the political and economic 
importance ot Kolis and Dhodiyas, who 
respectively are in the middle and at the 
lower end of the ritual order, has increased 
during the last few decades 

In Bulsar, class, status and power stiU tend 
to comade at both ends of the ritual hierar¬ 
chy At the top there are upper castes like 
Banias and Anavils whose members are nch 
and nflucntial in the political and ad¬ 
ministrative field The lowest echelon of the 
hierarchy is made up of tribal groups like 
Dublas, Kuknas and Naikas In the villages 
they are landless labourers and owners of 
tiny plots of land, who are maigmaliscd in 
every respea Thqi survive by aicularndgia- 
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lion, or Iqr fjnding emptoyment in cities and 
towns like Bulsar. Some of these migiwts 
e¥entualty deveiop roots in this new setting. 

The prominence of Banias and Anaviis is 
rooted in the past. Members of the two 
castes were merchants, moneylenders, land¬ 
owners and better-placed government 
employees. They had a tradition of learning 
and monc^lised higher education till the 
turn of the 19th century (Ghanshyam Shah 
1987). Accoiding to A M Shah (1989: 22) 
they were ‘urban and rural-cum-urban 
castes*." Their members were the first to 
take advantage of new and lucrative oppor¬ 
tunities in .trade, industry, administration, 
professions and education, during British 
rule and after 1947. And higher castes 
formed a larger proportion of the population 
in urban than in rural areas. Those ca.stes 
with the least urban component were the last 
in taking advantage of such opportunities. 

lYibals, who constitute the majority of the 
rural population in south Gujarat,'* lacked 
an urban component in the past. The 
number of Dublas, Naikas and Kuknas in 
towns and cities increased during the Iasi 
decades. But due to their social margtnality 
and poverty, urban tribals are unable to offer 
lucrative opportunities to their rural 
brethren. There are a great number of middle 
and lower castes in the town whom Shah 
(1989) calls ‘urban castes'. They are arti.san 
and craftsmen castes such as Sotii (gold¬ 
smith), Kan.sara (brazier). Bhavsar (weaver, 
dyer, primer). Khatri (cotton weavers), 
Ghanchi (oil pre.sscr). Rana (ne'e pounders), 
Darji (tailor) and Mochi (cobbler) 
(Streefkerk I98.‘!- 22.23: A M Shah 1989.9). 
As I did not study these caste groups I am 
not able to present a detailed account of the 
caste hierarchy in Bulsar and the changes 
that occuircd Neither can I be specific 
about divergence or overlap between the 
caste, class and ptiwc dimensions in the 
middle and lower ranges of the urban 
stratification However, there are examples 
of castes whose members could imptswe their 
economic position They were able, through 
their original occupation, to participate in 
the expanding and modernising economy. 
Ranas became owners of rice and pulse mills 
and well-to-do iicc and grain merchants 
Some Mochis own shoe-shops with large 
assortments of ready-made shoes, including 
jogging shoes. Others, like Taridcis, invested 
money earned by their original activities in 
another direction. Thev are fishermen and 
carry in their boats goods smuggled from 
the Arabian coast into India. They bought 
rickshaws and, together with Muslims, 
Tandels became the major owners and 
drivers of rickshaws in and around Bulsar. 

Suthars (carpenters) ate another example 
of a group whose members have been able 
to participate in, and contribute to ihe 
expanding economy of .south Gujarat and 
Bulsar. An account of their past and pre¬ 
sent will be the subject of the second part 
of this article. 

Suthars Genesis of Urban Caste 

In south Gujarat and Bulsar, Suthars 
(originally carpenters) and Luhars (originally 


blacksmhhs) form one tingle endptamous 
category or a caste divisioii^f the first divi¬ 
sion (A M Shah 1982: 5).” There are more 
Suthm, than Luhar households in Bulsar. In 
1971 there were at least 250 Suthar house¬ 
holds and probably 25 Luhar households 
(Streefkerk 1985; 98). Names of several areas 
in the old part of the town, like ‘Suthar 
Chawt’ and ‘Luhar Tekra’, suggest a second- 
order division between Suthars and Luhars. 
However, this distinction is anything but 
clear. Some Suthars consider themselves to 
be superior to Ijihars. They believe that 
working on iron is more CTude and polluting 
than carpentry, that Luhars eat non- 
vegetarian food, and that they have the habit 
of drinking liquor.'^ Furthermore, they 
maintain that Luhar women can marry 
Suthar men, but that the reverse is not ap¬ 
preciated.'* For others, the youngest 
generation m particular, these ideas belong 
to the past. At present there are 425 Suthar 
households The number was given by the 
leaders ot the ‘Shree Panchal Seva Samaj’. 
They did not distinguish between Suthars 
and Luhars. 1 he interchangeability of both 
occupations in villages and towns, a trait 
already noted by Ciadgit in 1924 (1973; 173), 
probably contributed to the disappearance 
of the sharp distinction between Suthars and 
Luhars. Moreover, the work of carpenters 
and blacksmiths trequentiy complemented 
one another, as, tor example, in the 
manutaciure of agnculiiirel tools and meaas 
of transport. Ai Icasi a few Suthars are aware 
that their grandfathers had switched ovet 
from working on iron to wood or combin¬ 
ed both, as for example, when making 
bullock-carts. Ihe present occupational 
diversity among Suthars and luhars further 
eroded Ihe disiinclion among them In the 
remaining part ol the article I will follow the. 
dominant habit in Bulsar and treat Sutharv 
and luhars together and call them .Suthars 

At picscnl Suthars arc an ‘urban caste' 
Several of them reside in villages atjjo'niiig 
Bulsat municipalil), but these villages 
belong to the urban agglomeration svi 
Bulsar. Suthais vlaim to have no ties wiiii 
their natal villages, and have long since slop 
ped visiting them They no longer have 
^mily properly there, and ihcre is no ii.»ce 
of their original houses 

Around I900 iheic was a massise migia 
tion ol Suihais and others fiom their villages 
in south Ciujarai It is said that this exodus 
was caused by an influenza epidemic and a 
lamirie during these vears; a fact contirm 
ed by Mukthyar (1930: .11) for the village ol 
Atgarn Ihe inadequacy of their wages, 
which were still paid partly in kind,*'' and 
their declining economic position in the 
villages were other major reasons lot the 
migration of Suthars and other artisan. 
which began even before the turn ol the 
ceniuiy (Streefkerk 1985: 75). These were 
inter-village or inter-regional movemenis 
depending on demographic circumstances 
and economic possibilities. After 1900, thev, 
Suthars in particular, also went abroad, to 
East Africa and 1 iji (Streefkerk 1985; 114), 
The third type of migration was from 


villages lo sthalkr towns like Bulsar or 
Navsari, and from towns to the cities of 
Ahmedabad and Baroda, and Bombay in 
particular. Their stay in these cities often was 
seasonal or temporary. After some time they 
returned to their regions. But return did not 
mean the severance of ties with these citres. 
At present almost all Suthar families in 
Bulsar have near or distant relatives who live 
and work in Bombay, and to a lesser extent 
in Ahmedabad or Baroda. 

The Suthars who migrated to Bulsar and 
Bombay look up four major occupations: 
(i) building-construction work, (ii) furniture- 
making and general carpentry, (iii) metal¬ 
work in small repair workshops, and 
(IV ) carpenters and .smiths, fitters and 
turners employed by Ihe railways.'^ 
Buildmg-consiruction and furniture-making 
were the most lucrative. Between 1930 and 
1970 Suthars were the major building- 
contractors in the town. They built houses 
of the prosperous inhabitants like Banias. 
Parsis and Desais, in the old part of Ihe 
town. They were also involved in the con¬ 
struction of the Railway Colony, where 
mostly the European employees of the 
British-comrulled Railway Company were 
accommodated After independence, in 
1955, one of them built the town hall of 
Bulsar later on. tn the late sixties, they 
undertook the construction of motiern 
bungalows ot the newly-developed co¬ 
operative housing societies This is the first 
nuijcir extension of Bulsar after 1947 

•Since 19.t0 several big furniture workshops 
exist in Bulsar, tswned by Suthars. In at least 
one case, building contract and Ihe making 
ot (urniiuie were combined wiih'n one 
Limily Sc'veral Suthars and Luhars started 
small engineering workshops in the thirties 
and Ionics but their opportunities were 
resiricied Neither the town’s economy nor 
Ihe agriculture in Ihe surrounding villages 
olleycd much scope tor this kind of metal- 
woik (Sirt "tkeik 1985. T8, 79). Before in¬ 
dependence, the Railway Company was one 
ol ihc maji'r employers in Bulsar. Anaviis 
look hold ol the ‘while-collar' jobs, Suthais 
and 1 uhars worked as caipenters or per- 
lormed engineering jobs in the maintenance 
ol the wooden coaches and engines. Some 
became engme-Jrivers as well Employment 
III the Railway Company meant being irans- 
tcired lioni Biilsai toother stations along 
the lailway line. The railways thus were a 
cause ol migration among the Suthars 
fhougii serving in Ihe railways was certainly 
less lucraiive than being a succcsslul con¬ 
tractor or turmiurv-makcr. it offered 
economic s.vuiity and favv'urable secondary 
bc'iicliis 

C onipaicd with their condition in Ihe 
villages. Ihc economic situation of Suthars 
in Bulsai impioscd between 1910 and the 
scxoiid world war. .An clue emerged compos¬ 
ed of coiuradoi s and tuiiiiiurc-makers. The 
houses they built outside liie town in the 
(hiriies aie siill w itnesses to their prosperity. 
Many other Suthars later sctilod in these 
areas Some others resided in the old part 
ol the town, where they still own houses and 
land. Suthar ''amities who were really ptos- 
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pcRHU, hpwever, were a small minority. 
Many became carpenters or workers in the 
firms and workshops owned by their caste 
fellows. Others had to be content with simple 
Jobs, with earning modest incomes, m the 
railways Many could not afford to buy land 
and build their own houses in the town 
In the forties some Suthars started bobbin 
lactones They were among the first in 
bulsar to engage in an entrepreneurial form 
ofindustnal production Between 1941 and 
1965 there were about eight bobbin firms 
owned by them Dunng the second world 
war, the demand for wooden bobbins, used 
in the textile industry, in Bombay, Surat and 
Ahmedabad, increased Imports from 
England and Japan were cut off At the 
same time the production of textiles grew 
considerably due to the demand from the 
Indian Army The local demand also in¬ 
creased, because imported textiles were no 
longer available. Between I9S0 and I960 pro¬ 
duction of wooden bobbins in Bulsar ex 
panded further Following the second world 
war, the Indian textile industry expanded 
with an increase in the range of textile 
manufactured, partly due to the introduc 
tion of synthetic fibres The availability of 
wood facilitated the production of wooden 
bobbins in Bulsar iraditionally the town 
had been a centre for timber trade, the neat 
by forests guaranteed a regular supply of 
wood Furthermore, the relatively low capital 
intensive structure of bobbin production 
added to the transition Capital was supplied 
by Banias and by Suthars themselves They 
knew how to work on wood, labour was pro 
vided by family members and poor caste- 
fellows Thus the production of bobbins 
became a main feature of town's economy 
in the fifties and sixties Its significance is 
marked by the mayoralty of a Suthar He 
was president of Bulsar’s municipal coun 
til in the early fifties It was during this 
period that a Suthar contractor was engag 
ed to build the town hall 
The establishment in the fifties of the 
huge chemical complex of Atul, 7 km to the 
south of Bulsar, and the fact that the town 
became district headquarters in 1964, created 
new opportunities for Suthars It meant a 
greater occupational range for them More 
Suthars became part of the incipient mid 
die class in Bulsar At that time, the youngest 
generation was better educated compared to 
their fathers and uncles Through the 
presence of family members in Bombay and 
other cities, they were able to follow higher 
education and special courses outside Bulsar 
Some of them became graduates in chemical 
and civil engineering or completed other 
engineeiing courses Several of them got 
responsible jobs in Atul, or were absorbed 
as engineers in the higher ranks of the ex 
panding Stale administration in Bulsar and 
elsewhere in Gujarat But still, for many the 
railways were an important employer 
Several Suthars profited from the new op¬ 
portunities as pi I vate entrepreneurs Suthar 
fiontractors were engaged in the construction 
aai maintenance of the Atul complex, which 
included residential quarters One of them 
inicceeded in getting the contract to fabricate 


the wooden furniture and aqidpmcMt uied 
in the Atul complex. Another opened the 
town’s Tint gener^ store; aelling modem pro¬ 
visions to4he higher personnel of Atul. The 
latter generally had a more cosmopolitan 
background than the inhabitants of Bulsar 
Migration remained a salient feature 
Suthars went to Bombay and other cities, 
where they were employed by private in¬ 
dustrial concerns, started their own 
workshops, or became contractors One of 
them went from Bulsar to Calcutta, where 
he became a successful architect 

DlSAPPEARANCt OF SUTHAR iNOUMRItS 
BETWEEN 1970 AND 1990 

In 1971 and 1974 I studied Suthars from 
the perspective of Bulsar’s industnal 
devekipment Tht^ ivere an example of local 
craftsmen, small producers, who accom 
plishcd the tiansiiion to industrial produc 
tion through the manufacture of bobbins 
1 compared this process which stagnated 
from the late sixties onwards with the 
developments among Suthars and other 
artisans in the neighbouring town of 
Bihmora There the transition was far more 
spectacular with some of them owning 
modem industrial enterprises producing 
deep well pumps other agricultural im 
plemcnts, textile machinery and other 
engineering products I explained the 
divergent industrial development of Suthars 
in Bulsar and their caste fellows and 
members of other artisan castes in Bilimora 
by pointing to the political historical dif 
ferences between the two towns The second 
variable is the close linkage between the in 
dustiial development m Bilimoia and the 
more fertile and prosperous agricultural sur 
roundings of the town (Streefkerk 19K5 
105 25) Recent developments among 
Suthars in Bulsai, which are dealt with laicr 
on, confirm the importance of this variable 
First, I will discuss the fate of the bobbin 
industries during the last two decades 

Between 1940 and 1971 the number of 
producers of wooden bobbins in Bulsar in 
creased to such an extent that for a portion 
of them the competition became too great 
The majoiity of the 12 bobbin firms in 1970 
were ‘subsistence turns’ they did not grow 
and prosper but subsisted (Slreefkerk 1985 
87 90) 

Now there are live bobbin workshops in 
Bulsai two of w hich are owned by Suthars, 
two by other aitisans, one is owned by a 
Brahmin In 1971 they were small firms and 
in 1990 they arr still the same They employ 
about 7 to 8 workers on a daily basis Thus 
the workers are kept outside the purview of 
labour legislation Yet, some have been 
working in the same units for years as 
‘temporary hands I was recognised several 
times by workers with whom 1 talked 15 
years earlier in the same workshops Two 
other bobbin workshops are owned by 
Ohodiyas I hey aa former employees of a 
bobbin factory which was closed several 
yea's ago by its Bania owner They took over 
the inventory and started doing job-work for 
other bobbin manufacturers in Bulsar The 


two Suthar firiM are tta oidy wDitihc^ 
from the six Suthar factoriet m 1971. In one 
of the two workthops, bobbins are only one 
of the producu manufectured The main 
Items are wooden handles of serewdnvers 
and chisels By svdl-to-do Suthars, the 
owners and their families are desciib^ as 
*not rich, not poor’ They do not have a ear, 
nor a telephone connection But they own 
their houses and have landed property in 
Bulsar, on which one of them had built a 
three-storeyed flat 

The two biggest bobbin factories in 1971, 
both owned by Suthars were closed in the 
early eighties 

Mistry Wood Works slopped its production 
after its 85 year old founder expired in 1982 
Of ihe two sons, one lives in Bombay and 
the other in Bulsar The son m Bombay n 
on bad terms with his family in Bulsar 
The son in Bulsar about 48 years old, did 
not warn to continue the production He 
closed the factory and now is living off his 
share ol the ancestral property in Bulsar, 
which includes several houses given on rent 
He has tour daughters and a son TVvo 
daughters arc married to Suthars One of 
them lives in Ahmedabad and the other 
migrated to the DS The thud daughter will 
migrate to Portugal, where she will marry a 
Mochi from Rulsar His family migrated to 
Mozambique when the country belonged to 
Portugal I he lourth daughter and the only 
son who IS the youngest are still attending 
the secoiularv school 

V tshwakarma 1 ngineenng, the oldest bobbin 
factory in Bulsai was closed also m the early 
cighlics Between 1950 and 1970 ii was one 
ot the most prosperous firms but in the 
sevtniiesiht manufat lure ot bobbins was not 
tcdlly proliiable any longer and Ihe owner 
grew old He closed the factors which was 
situated III one ot the main stieets of the 
town Bs selling the land he added many 
lakhs ol rupees to his wealth He has lour 
sons two ol them arc living in the US. one 
IS an engineer m a textile company in 
Bombay and the fourth son owns a lodge in 
Bulsai 

1 hi precarious position of bobbin industries 
in ihe earlv seventies was still further 
weakened by the rising prices of wood and 
the decreasing demand tor Ihe tradilional 
wooden bobbins The first was the result of 
the official policy to protect the forests The 
second was caused ^ the use of synthetic 
bobbins by the textile industry 
Fscept for the few owners of small bobbin 
workshops and other wood-working Firms, 
Ihe Suthar industnal pioneers vanished from 
the industrial scene in Bulsar between 1980 
and 1990 Their disappearance is perhaps 
best exemplified by the end of ihe engineer 
ing company ‘Quality instruments Pvt Lid’ 
III the late sixties if was one of the larger 
engineering enterprises in Bulsar, manufK- 
tuiing transformers The company was 
owned by four Suthars, who were related to 
a prominent owner of a bobbin enterprise 
(Streefkerk 1985 95, 96) From its surt in 
1961, the factory ran far below its capacity 
The Suthars faced difficulties in procuruig 
raw material, foi which an import-licence 
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wai requiroQ, ano twy ware Hname wooga 
sufficwm orders. In 1^3 the rmuarity of the 
factory’s shares was taken over by a family 
member from the naghbounng town of 
Bihmore He was one of the successful 
Suthars in Bilimora, owning several large 
metal-working enterpnses The Bulsar unit 
was to do job-work for the Bilimora enter¬ 
pnses. A few years later the company was 
lujuidated IWo of the four ongmal partners 
expired, the third is an employee of one of 
the Suthar cmnpanies in Bilimora, and the 
fourth IS a ssiles manager in a paper- 
manufactunng company in Bilimora The 
son of one of the expired partners runs a 
small scooter and motorbike repair-shop in 
Bulsar while his brother works in an 
engineering company in Bombay Their two 
cousins are both employees in different in¬ 
dustrial companies in Bombay One of them 
commutes daily between Bombay and 
Bulsar He is the proprietor of a very small 
workshop, called 'Electrical Sound In 
dustries' A skilled worker operates the onlv 
lathe He repairs and makes sound equip 
ment, and transformers 

The sons ot the owners of the remaining 
wood working enterprises do not seem to be 
the ones who will rejuvenate Suthar in 
dusinal entrepreneurship m Bulsar They are 
salaried employees, serving as chemists, 
draughtsmen or engineers m industrial enter 
prises at Vapi, or they are partners in the 
firms of then fathers helping them to keep 
the firms going and earn a reasonable in 
come But the firms will remain subsistence 
enterprises, which do not prosper or giow 

Segvi IS one ot the villages Iwloiiging to 
the urban agglomeration of Bulsar It is 
situated along the road leading to the Tithal 
Oeach, at a distance ol a few kms west of 
Bulsai It accommodates scseial families of 
artisans who own workshops Among them 
are a few kumbhars (or g potter) ol whom 
one family runs a sawmill Most workshops 
are the property of huthais One lamilv 
owns two engineenng units According to the 
owners they are able to lahricate many pro 
ducts like chemical equipment, steel 
fuiniiurc, metal sheets, pipes and frames, 
and dies lor brick manufacturers Despite 
this impressive range of products, the pci 
formance of the famiiv entet prise is rather 
pool at the moment 

The firms ol othci Suthars are certainly 
more prosperous Since 30 years, one of 
them manufactures wooden furniture and 
wooden equipment used by AtuI and its 
sister concerns The owners of two other 
prosperous units both sell tractors, but of 
two different brands, and they both manu 
factuie trailers and agricultural equipment 
These two Urge families, ‘Jeepwalas’ and 
'Panchals’, as I will call them, are neigh 
hours The Jeepwalas live in thiee separate 
households and three houses while the 
Panchals live in one house and share one 
kitchen 

The Jeepwalas and Panchals descend fiom 
one great grand father who was a carpenter 
in Segvi 1 heir two grandfathers were also 
carpenters They made the wcxxlen frames 
of the bouses in Segvi and nearby villages 


in inw ine Jeepwaia tanuy compntet 
two generations Tteddett generation con¬ 
sists of four brotlwrs, sons of the foie- 
mentioned grandfather. They mnained in 
Segvi, earmng a living by making and repair¬ 
ing horse carts and bullock carts Their pre¬ 
sent age is between 74 and S3 Three brothers 
migrated to Bombay One of them is an 
engineer m the Bomb^ Municipal Corpora¬ 
tion, the oth« IS a designer and the third 
IS an aichiteci The youngest generation con 
sists of the sons—and small children—of the 
four Segvi-brothers and a son of one of the 
Bombay-brothers, their age varies between 
2S and 40 years 

The Panchals are made up of three 
generations The eldest in the family is the 
grandfather, a cousin of the expired grand 
father of the Jeepwalas He made bullock 
carts and horse carts, for which he was 
known all over sourh Guiarat His present 
age IS 81 His tour brothers migrated to other 
towns and villages m south Gujarat The se 
cond generaiion consists of the eight sons 
of the eldest member of the family Three 
of theni live in Segvi they are between 35 
and 55 veais of age I our sons migrated to 
Bombas where they are all employed in 
technical oc upat ons Ihc eighth brother 
owns a small engineering workshop in 
Bilimora 1 he children ot the brothers liv 
ing in Segvi constitute the third generation 
Their age vanes between 14 and 35 years 

1 he calls seventies were crucial years lor 
the two families 1 ill then they manufactured 
and repaired iraditional agricultural imple 
ments and means ot conveyance, like bullock 
carts, horse earts and hand caits Between 
1972 and 19''4, they ehanged over to the pro 
ducCion ol tractor trailers, iron ploughs 
levellers ot land and other heavy agiicultural 
equipment 1 he production ot trailers and 
implements meant a definite change in the 
techniques ot production 3kork on meui 
like pressing filling, turning and welding 
came to predominate Some machines, like 
a metal press, were made by tlicmsefves In 
each tamilv there was, and still is a cl ar 
division ol laboui between the brothers am! 
cousins Some arc responsible tor the pro 
duclion of nailers and equipment, others an 
in charge of sales So, m the beginning the 
youngest ol the four brothers of the feep 
wala lamils travelled on motorbike 
throughout south (lujarat, including the 
prosperous Baidoli taluka, to visit the 
villages and cons nice farmers to buy their 
products 

In 1990, each lamily ‘officially’ emplovs 
9 to 10 woikcis in ns workshop Ihev ate 
kolis Dhodiy is and Dubla.s trom Segvi, they 
are trams d at the work spot Some of the 
Dubla workers aic from lamilies who ac 
cording lo the Suthars, “belong" to their 
families for several generations fhev live in 
the compounds of thi Jeepwalas and 
Panchals 

In ths carlv eighties the third geneiation 
ol Icepwalas and Panchals entered then 
lamilv enierpiiscs Ihe two families began 
to sell tractors 1 ill now the Jeepwalas have 
been more successful in this line than the 
Panchals The former became (he sole 
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selling agenu 01 a pramuieni onna ot trac¬ 
tors m Bulsar dutrid. They were approached 
by a representative of this brand, because of 
their access to the fanners of south Gujarat 

“Initially we sold equipment, then trac¬ 
tors, now we sell tractors plus equipment”, 
said the Jeepwaia who has the responsibility 
of the tractor agency He is a saence 
graduate, educated in I^'nnbay, and the dnv 
mg force of (he enterprise The head-office 
of Ihe agency is m Bulsar It has a service- 
station near Gundlav, opened in 1987, and 
a branch office in Navsan, built on land 
which they bought a few years ago One of 
his broihers is m charge of the service-station 
near Gundlav A cousin brother, son of an 
uncle in Bombay runs the agency in Naysan 
In the near future the Jeepwalas will open 
a tourth office, for which (hey bought the 
land m 1990 The sales of tractors steadily 
increased between 1981 and 1990 In 1982 
they sold 94 tractors, in 1989 90 the number 
was 125 One of the Icepwalas stressed that 
in order lo aciominodate family members 
and (o spread linancial risks diversification 
of interests IS a must Thus the family also 
traded m building material 

The family enterprise of the Panchals 
expanded too Since 1982 they also own a 
tractor agency m Bulsar It has a yearly ‘iim- 
ovei of abou* 25 tiavtors In Bilimori tley 
started a workshop lor productii n of 
trailers ploughs and othci agricultural 
msirumenis 

Ihc exainpit ul llu Jeepwalas and 
Panchals again shows the close Felatiun bet 
ween agricultural development and Ihe rise 
ol local entripieneuiship from the ranks of 
artisans (Saberuai 1976 19 136 137 

Sirecfkerk 1985 124 25-') V^hen Ihe 

Icepwalas and Panchals started producing 
heavy agiiculiural implements and began 
selling tractors canal iirigaitoii iii south 
Ou)arai cxpuuli d In <990 ii covered almost 
the whole ol tin disiiM With Ihe increase 
of canal iniBalion ihi n echaiiisaiion or 
tractorisation ot agticiiliurt advanced and 
hcaviet •ivii..uluir,il equpmem can be 
used ' lo siiniuitic ihis developmeiii the 
goveiiinteiit tssists tainui' 'inaiieially tor 
Ihe puiehase ul tiactois laimtrs who own 
at least 8 acies ot iiriitaied land are eligible 
foi governmini support In shoii in i 
mainlv agiaiiin cnviioimciil long urrn 
entrepreiieuiial siicccs-c ol urban Suthars 
and othei artisvns seem lO dtpend on 
developments m th sillagts 

1o deletniiiie the position ot Suthars 
within the class siructuie of the urban 
agglomeration ot Bulsii a comparative 
research betwaii them and membcis ot 
other castes would be required I have been 
unable to conduet such a time consuming 
investigation Nevertheless there remain 
other means <u appro ich the subject and to 
present some ntoimntion about the topic 
The telephone dittet irv ot Bulsar is one ol 
these means As a telephone connection is 
a luxury, the names in the telephone direc¬ 
tory mdieaic a measure of prosperity The 
directory ean be used to describe the con¬ 
tours ot Ihe econoimc elite within a certain 
area, to trace the material differences bet- 
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ween members of dinerent castes and to 
outline the economic establishment within 
castes. However, this is possible only when 
surnames arc the monopoly of a specific 
caste. The names of Mistry, Panchal and 
Santhadta, used b> Suthars in Bulsar, fulfil 
this condition 

Formerly, particularly in the villages, lit- 
iie use was made of surnames Nowadays, 
surnames are common and they are in¬ 
strumental in claims for higher status Kum- 
bhare (ong potters), for instance, call 
themselves Prajapati, Khatri (orig cotton 
weavers) are known as Kapadia (cloth mer 
chant), and Bhangi (ong sweeper) often use 
the surname Solanki Some names are so 
widely used by members ot difieicnt first 
order social divisions, that they do not in 
(hcate, or rather hide the social background 
of its bearer The surname Patel is an exam 
pie, the name is used by Patidar, Kanhi Koh 
and tribal categories such as Dliodiya 

Most Suthars in Bulsar call themselves 
Mistry, which means ‘carpenter/contracioi’ 
Sometimes the name is used by others who 
are in construction business In Bulsar, 
Suthars also call themselves I^nchat, but 
they are a minority blsewhere, for instance 
in Bilnnora and in central Gujarat, the name 
Rinchal is found more frequentls The name 
Sanghadia is used by only a tew Suthar 
families in Bulsar Ibgether w ith some well 
informed Suthars I checked the list of names 
and telephone numbers It appeared that 
only SIX ‘Misiries’ were not Suthars They 
are contiaciois, some ol them are Muslims 
one IS a ko.i 

According to the Telephone Directory 
1988 (Valsad Iclecommunication District 
200, 201, 203, 208), there are 44 telephone 
connections among the 425 Suthar house 
holds in Bulsar and the adjoining villages, 
a ‘densils’ ol 10 8 per cent The 44 connec 
tions consist ol residential phones and 
phones m private offices The number of 
connections m another artisan caste, the 
Kumbhars- called Piajapati and lad is 
24 The ‘densiiy' among them is pioKibls 
lower than . moiig Sii h its bt-cause Ihtri irc 
more than .}S0 K.un'bh u households in 
Bulsar 

The ‘Kc phone deiisKv’ among Suthars 
a’so has lo N (.viiiipaicd with the propoi 
lion ot tcicpli iiii‘< among the group, who 
makeupiliecsonomu establishincni ol the 
town For ihis purpose I will use the miniher 
of lelcpluiiic conmdion' ol thi Aiiavils 

I hey use the surnames Desai, Naik and 
Va.Ii' In south Gujarat the iianie Dcsji is 
the moiiopolv ol the AnaviK and is most 
common among them I he n,tmc i. also 
used III oihci parts ol wesiein India like 
Maharashiia If there are suih Drsais in 
Bulsar, there will onlv be a few of them The 
names Naik and Vashi aie used onlv by 
Anavils 

There arc 201 connections among 1,5(X) 
Anavil households m Bulsar and the adjoin 
ing villages (Telephone Dircctoiy 1988 
VWsad lUecommunication Disiiici 184 187, 
202, 217): a ‘densiiy’ of 13 4 per cent If it 
is assumed that there are a tew non-Anavii 
Desais among the Desais in the telephone 


directory, this ‘density’ will be somewhat 
lowvr 

rhe riguns must be treated carefully Suice 
many years the Bulsar Distnet IHephone Ex¬ 
change has not been able to meet the many 
demands for connections as its capacity is 
limited Tb present a more valid picture, the 
number of applications of Anavils and 
Suthars should also have been taken into 
account, but these data were not available 
The little ditterence between the proportion 
ot telephone connections ot Anavils and 
Suthais mav indicate the socio-economic 
prominence of the Suthar elite in Bulsar 
In 1974 1 had concluded that despite its 
economic prosperity there was no equality 
between the Suthar elite anu the Banias, 
Anavils and Parsis who belonged to the 
social and economic establishment of Bulsar 
(Streelkerk 1985 104) Fbr instance, Suthars 
were not retiresenied in the municipal 
council in those vears None ol them 
achieved membership <n the Rotary < lub, the 
pre eminentiv elite a>sociation in Bulsai 
They were, howevei, veil represenU'd m the 
lions Club which was—ann ,iill is—ihc 
club lor the new eh't ol the tow'll 

Between '974 aaJ 1990 th-' lost their 
monopoly ovti tmiid ng con.i.Uclion and 
ihe first gcner.ition ot indiistrMl cnirc 
preneurs vanished However, thev diJ bent.h 
from chances ottered I v the e.onomic e\ 
pansion duiing the las* decade, like the 
Jeepwdlas and Panchals In the social and 
political life ot the town thev continue >o 
plav a minor or subordmaie lole In 1990 
they aie still not repicscn’ed ii. the municipal 
council, nor in the Rotary Club In the L ions 
Club they are represented in a promineni 
wav Foi many years the assoclaiion was 
presided by a Suthar 
Wealth IS unequallv distributed among 
Suthars, there arc consideiable economic dif 
ferences among ’he 42^ house holds Suthais 
themselves disiinguish between four caie 
gories (1) “well to do' households (40 50) 
(2) "noi rich not poor ' households 
(140 15(1) (3) households which find H “clif 
Ik lilt U) pull on (2fK)) snd (4) ‘pool 
household (10 20) I will use this d.issiftia 
non though I concentrate on the cxircrnc' 
ol the straiilicaticin I he estimates about ihc 
numbci ol will 'o do lamilicsarc contiim 
cd bv the inloinianon .ivailabic thioiigh the 
telcphuii’ diiccioiv The 44 conneciions 
belong to 38 households 1 hi most pro 
sperous ol these 38 tamilies an slill those 
in Ihc hiiildiiig 11 iilc and the iwo families 
selling tniciuis and manufaclurtnp agii 
ciiliural in picincrus Ihc ix.oiiomic ton also 
civnsists ot two laiiiilics with luiniiurc 
woiksho|>s, a lamilv owning a large g'*"cral 
store, and Iwo ex manufacturers ol bobbins 
Sul liars who are “neither rich, nor poor", 
aie ow ners ol small workshops like a garage, 
pho'o studio anil sho|is sonic of them 
belong 10 the 38 families with iel<*phoncs 
A Idigc number in this categorv arc govern 
ment servants, lailway personnel, or 
emplovces ol privaic companies like AtuI 
Prtiduiis .ind its sister concerns They often 
supplement iheir stable income's by extra ear 
mngs Itom adsisoiv jobs and administrative 


work. They a» pvt of thcirowing middle- 
class of Bulsar. They have thrir own houses 
in “Suthar streets*’, built around 1940 out¬ 
side the old town, or occupy apartments in 
the new flats of the town. 

Those who “find it difficult to pull on" 
can best be described as “skilled workers"— 
carpenters, fitters, turners, welders, or elec¬ 
tricians Tliei' average monthly income is 
between Rs 750 and Rs 900 a month. They 
are employed by other Suthars, or they are 
skilled workers and supervisors in small- 
scale lactones located along the roads out¬ 
side Bulsar and at Gundlav and Vapi in- 
dustnal estates They live m the old and poor 
areas of the town in rented houses or in their 
own, old and dilapidated homtt. 

Though Suihars differentiate between 
those “uho find it difficult to pull on” and 
households which are really ‘poor’, it is not 
always easy to draw a sharp line between 
both categories Light households of poor 
widows can indeed be distinguished from 
other floor households Irregularity of in- 
lome, and quatitv and pay ot work in case 
ot (K'lntaiicni tenure, are perhaps the best 
criteria to distinguish between the two 
Ldiegorics 

( ost 1 An example ot ‘poor’ Suthars is 
ot >hree brothers ii ",ree .eparate rented 
liouses made of wood, bricks and iron 
sheets T he houses, in one compound, were 
rented bv iheir tathei in 1940 They arc 
located in the newer part of tlie town where 
mans Suihars seiilcd down m the thirties 
and tomes Then grandfather lived in the 
ncai bv village ol Stgvi where he was 
empioved bv the grandl uhi-r ol >he Panchals 
in Segv 1 I hen lather came to Bulsar in the 
thiitics lie wivrked in a large tiirmture 
wotkstioi’owned bv a Suthar, who also came 
Irom Scgvi He had two brothers, one was 
an emplovec ol a bobbin factors which was 
•oiindcd in 1945 the other expired at an 
v.irlv age 

fhi voungest brother earns a living by 
tiansporiirig goods with a hand crai Among 
Ins customers are othci Suthars, like the 
owners ot tnrniiure workshops His wife is 
a scivani in a Bania hmisihold Ihes have 
two small daughteis 

Since mans vcais, the second brother 
works for more than 16 hours a dav, seven 
d lys in the week He is a servant in a 
rcstduiani Irom 5 30 in Ihe morning (ill 7 
o’clock in the evening I rom 8 lo 11 at mght 
he sells peanuts in front ot a cinema Ihcaire 
His two suns howevei. are belter oil One 
IS a civil engineer, employed in the govein- 
ment departmeni in charge of the construc- 
•lon of a dam in a nearby icgion He lives 
III a small town to the south ut Bulsar, his 
wife works in a bank The other son is an 
employc'c m a factory at Vapi 

The cldc's! brother, who is 50 years of age, 
docs all kinds ot carpentry work Sometimes 
he makes tables and chairs and he is occa 
sionally asked to make fihmes of doors and 
windows He has two daughters and a son 
His eldest daughter, who runs the 
household, works in an embroidery shop 
His son is an attendant in a general stor^ 

Case! In this example, the householder. 
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like hit father, used to make harmoniums. 
As 'peti’ is the colloquial word for har¬ 
monium. his name is Pwwala. He is about 
70 years old. Petiwaia’s native place is also 
the village of Segvi. His father, married to 
a suter of the Panchals from Segvi, came 
to Buisar to make harmoniums It is not 
known where he learned the trade. Petiwala 
started as a carpenter in a furniture 
workshop in Buisar. A few years later, he 
joined his father in making harmoniums 
Petiwala's only brmher was a carpenter in 
the railways His son lives in Bulsar’s major 
slum area. Shapurji Nagar, where he tries 
to make a bving as a carpenter Since 20 
years Betiwala lives in shed togethei with 
his wife, a 42 years old daughter, who is a 
widow and a mother of a small child, and 
a mentally retarded daughter His son ex¬ 
pired The shed is furnished with junk, it has 
no water connection and it is not rain-proot 
It IS the property oi one of ihe richest AnastI 
contractors in Buisar, who wants them to 
vacate the place Bclorc it shifted to the pie 
sent site, the family lived in a house in the 
compound ot a bobbin factory They had to 
leave the compound because the Suthar 
owners required the spate ihcmscives The 
household lives from ihe intonie ol the 
widow who IS a lastorv worker .ir Ciundlav 
industrial estate She earns about Rs 300 a 
month, which is too little to live on 

The Suthars m above two examples are all 
from the v illaye Sci'v i 1 his is due to the fact 
that Suthais Irom Sepvi settled down in the 
same area when tlu" tame to Bu!sa< n the 
thnrit and hvots It diics no' mean that 
poor Suiha's di stind Irom teriain villages 
I he examples Jo show, however, the 
economic ditlcrtniiaiion that occurred 
among Suthars who originate fium the same 
native village and are close or distant 
relatives 

It IS tempting to account lor the dilferen 
liation among Suthars by pointing to soaal 
or economit inequalities already existing 
deeades ago f-or instance, the grandlathers 
and fathers in the above examples were 
cmploved bv caste fellows in Segvi or in 
Buisar The economic position of their 
employers enabled their offspring to be more 
eduiaied, to get better jobs, or contributed 
to their success as entrepreneurs The 
histones of Suthars who are prosperous now, 
however, also show fathers or grandfathers 
employed by other Suthars Foi instance, the 
father of the most wealthy furniture maker 
in Buisar, and the father ol the three brothers 
in the first example, both came from Segvi 
and were both employees in the same fur 
nituie workshop m Buisar The former 
started his own business in the forties, the 
latter remained an employee in the 
worktop 

This example shows that to explain why 
some families prospered, and others remain 
ed or became poor, individual variables 
should also be taken into account They are 
of two types. The first pertains to personal 
attributed like intellectual capacity, crafts¬ 
manship, entrepreneurial abilities, and other 
psychological characteristics The second 
type of individual variables 1 call “vicis¬ 


situdes of life'*, like illness, death, and other 
small and large disasters whidh are beyond 
human control.^' In a society withoui 
sodal security provided by the state, the> can 
ruin families and marginalise them within 
one genention Petiwala and his family are 
an example: His father expued when he was 
young He has been sickly during his whole 
life and his eyes are bad His brother has 
been unable to help him He lost his only 
son, his son-in-law expired, and his second 
daughter is mentally retarded In other 
words, there is nobody to fall back upon 

Suthar Stafus 

The economic progress among Suthars 
since 1900 has b^n accompanied bs at 
tempts to enhance social esteem by claim 
ing a higher ritual status The familiai con 
ceptualisation called ‘sanskntisation' con 
notes the change in lite style bj membeis ot 
lower castes, ‘untouchables' and tribals The 
change consists of adopting iitudsv ol 
behaviour, norms, values and rituals which 
are considered charattensiic ot a higher 
‘twice-born’ caste, that is to sas, a casie 
belonging to ihe categors ol Brahmin 
kshairiya or Vaish'i ” lo vahuait claims 
for higher niual status they hase to be sup 
ported by secular ait'ibutes of wealth and 
power The process ol collective improve 
mem of ritual statu, and enhancement ol 
vocial esteem iv not a recent phenomenon 
One way of conceiving Ind'an social history 
IS tr loci a' II .Si a permanent pro,.e‘s ot 
groups adjusting riiual status io t'eii 
material strength and political power, and 
others who try to emulate the hie style of 
their supeiiors The gradual iiuorporaiion 
of inbals into Ihe ‘h'gher’ Hindu social 
order in south Cmjarat is an example ol such 
a process 

C laims lor higher iituai status ot 'he ai 
tisans are not new Mandollwum (I9''0 
quotes accounts hinting at them in ih; 17th 
century and in the beginning of the I9ih cen 
tury Saberwai (1976 110) writes that from 
Ceylon m the south to Punjab in the north, 
during the late I9ili and 2()th centunes, ar¬ 
tisan communities everywhere asserted the 
great importance ol their deity Visvakarma, 
the lord of craftsmanship, and claimed to 
be of Brahmin descent He calls it one ot 
the few caste mobility movements which 
took a more or less parallel course 
Ihroughoui the sub continent 

1 don’t know when Suthars in Bulsat 
started to claim a higher ritual status 7 heir 
temple, dedicated to the lord Visvakarma, 
IS at least 120 years old Visvakarma, who 
IS the ciaftsman of Brahma, is the builder 
and architect of the heavenly realm Ihe 
administration ol a temple with a Brahmin 
priest IS a diiect means to enhance ritual 
status in south India, carpenters together 
with goldsmiths coppersmiths masons, and 
blacksniiihs claim to be Brahmins of a 
special kind, descended from Visvakarma 
(Mandelbaum, 1970 438) In Buisar, Suthars 
say they are strict vegetarians, some of them 
wear the sacred thread symbolising their 
“twice-born” status, a certain amount of 
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dowry IS not uncommon 

The establishment of the Panchal Pragati 
Mandat m 1948 in Buisar is another indica¬ 
tion of Suthar claims for higher status The 
word “Panchal” Ihe name of Che organisa¬ 
tion and as surname of some Suthars in 
Buisar expresses the same. In south India the 
artisan jatis appropriated the common title 
Panchalla “Panch” means five; Ihe number 
ol groups of artisans claiming to being 
Brahmins In Buisar. Suihars explain the 
origin ol the name Panchal in the same wi^ 
Nevertheless, only Suthars and Luhars are 
permitted to become members of the 
organisation Soms (silversmith), Kansaras 
(bra/iers, coppersmiths) and Kumbhars (pot¬ 
ters) are not welcome 

Ihc construction ot the Visvakarma Hail 
in 1988 was another stefi towards organisa¬ 
tional strength The large three storeyed 
building accommodates the shrine of 
Visvakarma, it replaced the old, much 
smaller, icmpit building 

1 he construction ol the building has been 
financed by a donation of a nch Suthar, who 
had been a building contractor He had no 
issue and expired several years earlier The 
building IS located m the old part of the 
town. Its site also belongs to Suthars 

The shrine of Visvakanna is m the bio hall 
on the ground floor In one of the rooms 
on ihc tirsi floor is an office with several t>tr- 
sonal computers and printers It belongs to 
a Suthar who undertakes information pro¬ 
cessing on behalf of ns clients in and around 
the town 

The organisation oi collective marriage 
scremonies and the prevcntation ol poten- 
iidl brides a.id grooms is the most recent wav 
Io demonvtiau internal unity, mutual con 
ccrn and oiganisationai powei The two 
events aic organised in Bulsai once in a year, 
during one meeting on the same day. by the 
Panchal xewa Samaj 

The Saina came i>to exisieiict in '983, 
when lilt adi i.niM''a*ioii ot 'he Visvakarma 
temple and Panchal Pragai Mandal were 
brought together into one organisation The 
reason to unite the two organisations was el 
licienc), the same people were active in the 
I wo oigamsattons The disappearance of the 
older generation ot prominent Suihars, who 
had been active in the Panchal Pragati Man¬ 
dal, might be another reason The Samaj is 
administered by represeniatives of the 
younger generation ol leading Suthars, like 
an architect, a luniiture maker and Ihe 
owner of a large general store 

1 ike the former Mandal, the Samai sup 
ports widows, licips poor Suthar students lo 
buv books, and offers sewing and computer 
courses, which are conducted in the new 
Visvakarma Hall 

In 1989 the Samaj organised the first col- 
leciive marriage ecremonv in Buisar, a year 
latei the second one was held In 1990 the 
lesiivities, which included a meal prepared 
by Brahmin cooks took place in the enrket 
stadium of Buisar Around 2,000 Suthar 
men and women attended the meeting, no 
other people wcie invited Members of poor 
Suthar households, described earlier, also at¬ 
tended the meeting 
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Ihe total expenses oi me festivities 
■moimtad to Rs 50,000; Rs 40itX)0 VOS spent 
on food The ecpoises were covered an 
Qitrance fee of Rs 7S per person Each 
Suthar household m Bulsar received one 
ticket free of charge Each family of the 
I seven couples to be married during the 
ceremony Stained 25 tickets, 80 tickets were 
distributed among the volunteers who 
helped to oigamse the festivities 

The guests came from Bulsar and from 
other [daces in south Gujarat They arrived 
on scooters and motor-bikes, in pnvate cars 
and in rented buses Among the guests were 
representatives of Suthar organisations in 
Bmbay, Surat, Baroda and Ahmedabad 
and smaller towns in south Gujarat 

During the meeting in 1990 seven Suthar 
couples were married The marriage 
ceremony was conducted by seven Brahmin 
priests The couples were given all kinds of 
practical gifts by the Samaj 

Late in the afternoon 25 young mar 
riageabic Suthar men and women were 
presented to the visitors Their names had 
been given to the Samaj bv their parents or 
other family members They sat on the stage 
in two rows, the men in the iirst and the 
women in the second row While a member 
of the board of the organisation read out 
name, native place, age education and 
source of income, the candidate walked to 
the front of the stage Cmcsis who were in 
terested to arrange a marriage between their 
son or daughter and one ot the candidates 
could contact the Samaj after the ceremony 
The collective marriage ceiemony and the 
presentation ot marriageable candidates art 
noteworthy in several respects 

Tirst, and foremost the wedding 
ceremony and presentation signiiy the im 
portanu* ot maintaining the principles ot ar 
ranged marriages and caste endogamv 
among Suthars Second, the ceremony in 
volves families who aa not well olt Suthars 
explicitly stated that it was meant for people 
who could not aftord a lavish wedding 
themselves They were less outspoken about 
Suthars who participated m the pasetitaiion 
though background and native place ol the 
candidates suggested they were not trom pro 
tperous iamilies cither By enabling less well 
off caste members to mairv their children 
accotding to Brahmin ideals Suthars 
validate their claims to a superior iiiual 
status The idea that the community cares 
for Its unfortunate members is honoured at 
the same time 

Finally the Icslivitics emphasise unity 
among Suthars despite considerable 
economic dillerenccs They turthermore 
contribute to an identity that exceeds the 
local level Representatives oi other Suthar 
associations addressed the meeting and 
reterred to their eommon origin I tmg agc' 
Visvakarma was ordered bv Brahm.i to 
create the world Suthars must do it now 
they are his children ’ 

iPIUKiUl 

Dunng the eighties Buls.u and its environ 
ment changed mote than the Indian and. 


certainly, more than the Dutch sociologists 
had expected id the early seventies The 
t^ysical appearance of the town altered 
drastically and there were important 
modifications m ijs soaal structure The 
physical changes and social trends are part 
of the state-supported capitalist transforma¬ 
tion in India which, at least, in the coastal 
plain between ‘Bombay and Baroda’ has 
been the dominant development during the 
last two decades The first type of change 
includes the unusual growth of population, 
the apparant urban features, and the welfare 
of many of its inhabitants Major changes 
of the saond type are the changed compost 
tion of the power structure and, above all, 
the emergence of a middle class 

The large influx of businessmen from 
cities like Bombay and Surat into south 
Gujarat and Bulsar is a majoi explanation 
foi the difterences between 1971 and 1990 
These people were attracted by favourable 
economic and social conditions, such as the 
presence ot several mdustnaJ estates m south 
Gujarat the availability ot cheap labour in 
the area and the comparatively low prices 
ot land and houses in and around Bulsat 
The immigration contributed to the spurt in 
building constiuction and the increase iii all 
kinds ot urban services and facilities 

I he transformation of agricultua in 
Bulsar district has been another develop 
ment which changed the town and itv cn 
vironment Ihe government lomricted thi 
construction of canal irrigation Its finan 
cial suppoit enabled farmers to adopt new 
technologies and to cultisate more profitable 
crops like sugaaanc. The composition of the 
class and power structure in the villages 
changed too Prosperity incicased among 
farmers who owned more than a marginal 
piece of land The uinctal efforts also meant 
a growing number of comparativclv will 
paid civil servants who work and live in the 
district headquarters 

The rise of the middle class is the most 
important change that occurred in Bulsat 
between 1971 and 1990 This class is made 
up ot managers, professionals owners ot 
small industrial firms, small businessmen 
shop owners, goveinnicnt personnel 
employees ol pnvate firms etcetera 

1 here art however, some important con 
tinuities Uni ot these is the estienie di) 
Terence in wealth and sharp social in 
ec|ualiiiis bciwc'cii different groups The 
othri is the division ot the population into 
many groups with different hie styles and 
ranked hierarchically on the basis of the 
Hindu idea ot purity and pollution Suthars 
arc such a group 1 heir economic and social 
history whiih I slatted writing in i *1A, has 
been presented in more detail in this account 
By portraving them I have been able to illu 
siiate aspects ol earliei and recent processes 
of social transformation in south Gujarat 
and Bulsat 1 he focus on them, (urlhermore, 
enabled me to trace some long term socio 
logical tiends 

During the first half of this century 
Suthars became an urban caste This pro 
ccss implied occupational diversiftcation and 


economic diffenmiatton, UpwaidaooMRifc 
mobility was realised by the gradual devia¬ 
tion from traditional skills At present 
wealthy Suthars grt no longer carpenters or 
blacksmiths But often their occupations, 
such as buildmg-coniractor, architect, or 
manufacturer of modern furniture or hnvy 
agricultural mplemnits are an extension of 
their iradititvnal occupation 

The most prosperous Suthars are Dot the 
most wealthy inhabitants of Bulsar, but they 
certainly are part ol the economic elite of 
the town A larger number of them belongs 
to the town's ascending middle class They 
eithei own stores and small workshops or 
are government servants, railway personnel 
or employees of pnvate companies In these 
case' too then present activities are an 
elab iratron ot their ancestral craft 

Almost hall of the Suthar households are 
at the lower end ol the economic stratifica¬ 
tion The heads of these households are 
employed as carpenters, fitters, turners, 
welders and the like Ihe poorest among 
them lack a regular source of income, they 
arc self employed oi lasual labourers Some 
of them have to combine a poorly paid 
regular tub with othii sporadic earnings 
Woinin of ilicsc |>ooi tamiiics, for instance, 
lontiibuii 10 the miomi of their households 
b) working as domistn servants of will to 
do tamihes 

Around I9s0 tcunomii mobility among 
Suihais was acvompaniril bv the rise to 
political pi miinincc of a Suthar who 
bccanii thi municipal chairman But he did 
not sii a iiciid between I960 and 1990 
Suthars did not play aiiv important role in 
thi politii ot ihi niuiiicipalily or in the 
widii political alt III Hut in iht broader 
social life ot I he town they do play a more 
promiiiiiii toll Ihcv <aki part in ‘siKial 
wink and otici donations Bv doing so they 
panicipati III ptojccis which svnibolise in 
creased wcllaic in and prestige tor the (own 

Suthais saiislv their quest toi more social 
esteem bv sireiigthemng (hen ritual status 
It IS niy impiession that (his trend became 
moie piuiiouiuid dunng the second half of 
(hi eighties when a large iiiw lempli was 
bull' and the first culleitive marriage 
ceremonies wcri organised In other words, 
the study of Iht Suthars indicates Ihe per¬ 
sistent if not increased, importance ol caste 
as an ideological and organisational frame. 
T his conclusion perhaps surprises scholars 
who study South Asia with “unilinear 
theories oi soual evolution” (Washbrook 
1988 58) It might even disappoint Indian 
sociologists who documented the decline of 
caste because they experienced “opportunity 
and mobility ' in their own lives and 
therefore focused on similar situations of 
mobility and change elsewhere (Saberwai 
1979 251)« 

Anthropological and sociological infor¬ 
mation collected through fieldwork during 
the last 40 yeais support the Bulnr 
findings They confirm the importance of 
caste, though the information » laigdy 
based on rural studies (see; e g, Baitey 1957, 
Dumom 1970, Kothari 1970, Hamss 1982, 
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fUh<jB, 1988). !>umontcoilsi(ief$ihec8stt 
system as a timeless phenomenon based on 
the all-embracing opposition betvi«en purity 
and pollution and the ideology of imquality. 
Scholars without such a holistic view on 
Indian society maintain that the importance 
of caste increased during the last ISO years 
and that British Raj caused this development 
(Cohn 197a 46; Fuller 1989: 38). Cohn 
(1968: 17,18; 1987; 224-255)“ argues that 
British administrators formalised the exis¬ 
tence of castes by their census operations. 
IMishbrook (1988; 85) points to the streng¬ 
thening of caste tradition through the force 
of Anglo-Indian Brahmin law. 

Before and after independence caste 
groups certainly did improve their economic 
position, extend their political power, and 
raise their status through the use of new 
opportunities. In south Gujarat Anavil 
Brahmins were among the first to mono¬ 
polise new educational facilities and occupa¬ 
tions before 1900. Suthars were able lo pro¬ 
fit from economic changes later on. Koiis 
and Ohodiyas are examples of groups which 
recently captured economic possibilities in 
the villages and exploited administrative and 
political chances. What is noteworthy is not 
so much people’s ability to take advantage 
of new opportunities but their success as 
caste groups, such as Anaviis, Suthars, Koiis 
oi Dhodiyas. When people failed it was, and 
still is, because they belonged to under¬ 
privileged groups, like Natkac or Dublas, 
which were not allowed or were unable to 
participate. The seirure of scarce resources, 
administrative influence and political power 
happened within the ideological order and 
structural frame-work of caste. It developed 
into an institution through with groups com¬ 
pete with each other for power and 
resources. 

According to Srinivas (1979) co-operation 
and mutual dependence between different 
caste groups traditionally characterised the 
caste system in the villages. Thus in his view 
competition between caste groups is a devia¬ 
tion of “traditional” caste in India. But the 
distinction is not absolute: “Traditionally 
competition between castes -in the villages- 
did occur” sometimes and "even today 
agricultural prodcution requires the co¬ 
operation of several castes” (1979: 242).“ 

The emergence ol huge caste groups, or 
‘horizontal stretch’ (Srinivas 1979: 241), is 
another contemporary expression of the 
caste structure. Caste associauons are a con¬ 
crete manifestation of this tendency. They 
are urban phenomena, at least in western 
India. The earliest associations were formed 
in Bombay in the middle of the 19th century 
by migrants belonging to urban, upper castes 
from Gujarat. They then spread to towns in 
the homeland and among all castes. The 
primarily rural and lower castes were the 
last to form associations and that happen¬ 
ed mainly after independence. All associa¬ 
tions originated in large towns, are more ac¬ 
tive in towns than in villages and are led by 
prominent members in towns. Some of the 
associations, like the Gujarat Kshatriya 
Sabha, adopted political functions after the 
establishment of democratic polity after 
1947. Most associations, like the Suthar 


Association in Bulsar, contimted to retain 
their non-political character (Shah 1982: 
28,29). 

The administrators and politicians of the 
post-colonial state also have contributed to 
the strengthening of the caste structure and 
simultaneously articulated its importance. 
The best example is the policy to reserve 
posts in the legislature, government, and 
educational institutions for “Scheduled 
Castes” and “Scheduled TYibe.s”. Recently 
“Other Backward Classes” (OBC) have been 
added to the people eligible for special treat¬ 
ment by the administration. In the official, 
political, scientific and popular discourses 
the term caste has replaced class. The 
substitution of terms suggests the 
predominance of caste over class as the most 
meaningful social category. The recent 
clashes over, or rather the “twice-born riots” 
(Omvedt 19W) against the announcement of 
the central government to implement the 
recommendations of the Mandal Commis¬ 
sion, reveal the force of caste consciousness 
as determinant of sentiments and behaviour. 
The reactions of the upper castes cannot be 
explained by the threat of losing economic, 
social, or other privileges alone. At stake is 
the Hindu ideological order and the taken- 
lor-granted divide between those of high and 
low status. 

1 here arc signs ol an emerging class cons¬ 
ciousness as part ol the rise of the middle 
class in Bulsar. One such sign is the often 
heard “we, middle class people, suffer most 
from inflation because we have to maintain 
our life-style and customs against rising 
prices; poor people don’t have these pro¬ 
blems”. The developments among the 
Suthars during the last decades, however, 
reveal a much stronger tendency. Eiconomic 
mobility and prosperity among a minority 
of Suthars is expressed by heightened caste 
consciousness which is shared also by 
Suthars whose poor material conditions are 
similar to those of the majority of the 
population of the town. The identification 
with their caste might be even more impor¬ 
tant for them than for more well-to-do 
Suthars. It enables them to distinguish 
themselves from others who too are poor, 
but are ritually inferior and belong to groups 
with less or no social esteem. 

My hypothesis is that the rise of the urban 
middle class is accompanied b] the growth 
of caste consciousness among groups that 
constitute this class-m-itself. The popular 
agitation against, and intellectual commo¬ 
tion over reservations for scheduled castes, 
lubes and other backward classes, as well 
as the Hinduisation of Indian politics are 
to be understood as manifestations ol this 
process. 

Notes 

{Dr S Devadas Pillai (Bombay) and Ur 
Rajendra Pradhan improved the English ol an 
earlier version considerably. I owe much to 
them also for their critical comments | 

1 For more than 23 years south Gujarat has 
been studied intensively by Indian scholars 
and above all by Dutch sociologists and an¬ 
thropologists. In the beginning of the sixties 
four of them, Baks, Breman, Hommes and 
Van der Vren, carried out fieldwork in ihe 


rural areas of sotiHt Gujarat. Later on they 
changed their perqieetive from “local” to 
“regional" level. A new project was initiated 
and between 1970 and 1972 a team of 
Indian and Dutch researchers, based in 
Bulsar did fieldwork in south Gujarat. They 
covered a variety of fields and themes in 
order to trace and analyse processes of 
social change in the town and the surroun¬ 
ding area. The results of the Indo-Dutch 
research project have been compiled and 
published in Pillai and Baks (1979). Other 
publications based on research carried out 
between 1970 and 1972 include studies by 
Loes Schenk-Sandbergen (1975) on the 
sweepers of Bulsar. by Van der Veen (1975) 
on the joint-family, by Breman (1985) cm 
migration and rural labour, and Iqr Streef- 
kerk (I9R3) on industrial transition in the 
region. 

2 Bulsar district is known for the cultivation 
of fodder grass used in the cow stables in 
Bombay. Pardi taluka is proverbially known 
for us grasslands. 

3 The shifting of Bombay enterprises to 
Gujarat could already be observ^ in the 
early seventies (Stteefkerk 1985; 53). 

4 Vapi IS the biggest among several industrial 
townships in (he southern-most part' of 
south Gujarat, which came up between 1970 
and 1990. 

5 The official minimum wage for unskilled 
and agriculiurai labour is Rs 21 per day 
(Rs 630 per month). Employees in small or 
large pnvate firms earn between Rs l,S(X) 
and Rs 3,000 per month. A deputy executive 
engineer in the OlDC, who is a government 
servant, earns about Rs 4,000. 

6 Bulsar reflects the fate of ftirsis in India in 
general who, due to a combination of soda! 
and demographic reasons, are so to say a 
shrinking group. 

7 Koiis arc the largest ‘first-order division' 
(caste) in Gujarat (Shah 1982; 11-15). In 
some areas of north and central Gujarat 
Koiis penetrated (he lower Rajput rungs and 
claimed Rajpui status. According to The 
Gazeiieer of Baroda Stale, Vol I (1923:218) 
in the south of Gujarat. Kills were difficuit 
to distinguish from the “Dubla, Ohodia and 
other stocks with whom (they) mixed". This 
siaiement, however, needs scrutiny. 

In 1974 Koiis were important landowners. 
In many south Gujarat villages where the 
traditionally dominant landowning Anaviis 
were absent. Koiis were economically the 
most powerful group (Stteefkerk IMS: 214). 

8 I use the term in a statistical manner to 
describe a category of people, a class-in- 
iisclf, with roughly the same income and 
consumer behaviour. 

9 Table A gives the distribution of seats in 
Bulsai municipal council in 1971 and 1990 
according to background of councilors. 

to Source 1990 field data compiled by Ihe 


Caste Groups 

1971 

1990 

Upper: Anaviis 

20 

II 

Bania 

12 

6 

Midle and lower 

Prajapati, Ratia. Ganchi 

8 

31 

Scheduled castes and tribes 

28 

26 

Barsi 

24 

9 

Muslims 

8 

It 

Christians 


6 

Total number ol scats 

too 

100 


Sourt e: 1971. G D Thakore 1979; 291. 
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autlior and gender are other deter¬ 
minants of people^s status and someone’s 
position in the social hierarchy Despite their 
importance they are not dealt with here 

n In his article ‘The Rural-Urban Networks 
in India; A M Shah (1989) argues that urban 
growth in Oujarei since the I6ih century led 
to a greater diversity ot occupations in cities 
and smaller towns There were rulers, of 
fiLials, soldiers and clerks, cultural specia 
lists like scholars, priests or dancers, mer 
chants, traders and bankera, artisans and 
craftsmen; and specialised servants The 
occupational diversification meant the 
existence of castes mainly found in towns 
\part from these "urban castes” Shah 
distinguishes “castes found mainly in 
villages’’ and "castes found both in towns 
and villages” This division can also be used 
in studying actual phenomena 

12 The tntol population in Bulsar district ac¬ 
counted for 54 5 per cent ot the district’s 
total population oi 1,774,136 m 1981 
(Census of India, 1981, Part 11B, General 
Population Tables, Primary Census 
AbstriKts, Ahmedabad, 1983 118, 202) 

13 According to A M Shah (1982 4-6) the Hin 
du population should be divided in caste 
divisions of the first order like Brahmins, 
Banias, Rajputs, Kolis, or Bhangis A first 
order can be divided into two or more 
second-order divisions Usually, the latter 
are distinguished from another by prohibi 
tions ot marital, but freedom of food, 
transactions 

14 The characterisation of Luhars in the 
Cmetteer of the Baroda State (Vol 1,1923 
208) IS an example ol how these ideas have 
been codified many years ago Luhars arc 
said to be “stnet vegetarians, except in south 
Gujarat where they secretiv cat flesh and fish 
and drink liquor In blowing the bellows 
and in the lighter svork, the 1 uhar is helped 
by the women of the family” 

15 fcisewhere in India, for instance in the 
Punjab, carpenters also considered them 
selves superior to the blacksmiths (Saberwal 
1976 86) 

16 Suthars, like Kumbhars (potters) which 
traditionally in villages belonged to the 
so-called ’service’ castes, whose members 
were paid in kind (avat) for their services 
rendered to their ‘patrons’, the landowners 

17 The railways still repiesem an important 
aspect of Bulsar’s social and economic life 
Ever since the construction of the Bombay 
to Baroda railroad in I860, the town has 
been an imporiant slop on the line At the 
beginning of ihe century a loco workshop 
was set up, which still is in operation 

18 Stieefkeik (1985 68 105) provides a moie 
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Occupation 

Number 

Owners of small workshops (repair 
workshops, wood-working 
workshops, saw-mill) 

11 

Contractors, architects, inteiior 
decorators 

6 

Furniture makers 

4 

Owners of stores 

4 

Ex-bobbin manufacturers 

3 

Dealers in tractors, manufacturers 
of agricultural implements 

2 

Profnnomls (medical doctor, 
computer specialist) 

2 

Service 

2 

Owner of lodge 

I 

Unknown 

3 

Ibtal 

38 


detailed analysis of tbe transition from 
"handicraft to industnal production” 

19 Moulik and Moulik (1989 31) show the 
dose relation between increased irrigation 
and tractorisation in Gujarat In 1961 the 
total number of tractors was 2,000, in 1972 
14.400 and in 1982, 28,100 

20 Table B gives occupation of Suthars with 
a telephone connection in Bulsar in 1988 

21 See for c g Willem van Schendel (1^81 279) 
about nature and chance" as causes foi 
shun 'inn oi long term rise and tall ol 
lertain gioups oi even single families within 
the piasantrj 

22 Sec Srinivas (1%2) and Mandcibauin 
(1970) toi a more detailed treatment ol 
sanskriiisation 

23 Saberwal concludes his Mobile Man (1976) 
with the observation that the caste hierar 
chs in i'uniab has softened further during 
the last decades (225) and that the casts 
system, ns religious supports and caste 
solidarity declined in the town hr studied 
(231) 

24 To substantiate his argument Cohn (1987) 
refers to Ohuryc (1969 279) who wrote in 
1932 that ‘’(t)he total result— ol the sue 
cessivr censuses since 1872 has been a 
livening up of the caste-spirit 

25 In his article Srinivas opposes the idea ot 
Leach (I960 7) that “wherever caste groups 
are seen to be acting as corporations in com 
petition against like groups of different 
castes, then they are in defiance of caste 
principles” 
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Delhi Rent Control Act: Facts and Fallacies 

Kiran Wadhva 

Diagnosis the problems created by the Delhi Rent Control Act (DRCA) is based largely on criticism levelled 
against rent control acn in general while amendments to the DRCA are based on the assumed impact it has had 
on the rental housing market This assumed impact has not been empirically or analytically investigated. The 
present paper seeks to fill this gap and examines the impact of the ac t and the amendments to it on Delhi‘s rental 
housing market The paper concludes with suggestions for reforms in the act 


ON the efficacy of the Rent Control Att 
(RCA) opinion is generally one sided and 
hostile to RCA tor the negative impact it has 
had on housing markets and local finances 
Despite the noises made for their complete 
abolition, governments have normally 
responded with marginal amendments as 
compromise solutions The Delhi Rent Con 
irol (Amendment) Bill 1988, (DRCR) pass 
ed to amend the Delhi Rent < ontrol Act, 
1958 (DRCA) falls m this category The 
DRC ^ 1988 was passed in both houses of 
parliament and came into efiect on 
Decembei. 1988 The bill, propelled by 
changed circumstances has been proposed 
to achieve the following objectives 

(a) to rationalise the present rent control law 
by bnnging about a balance between the 
interests of landlords and tenants, 

(b) to give a boost tn house building activity 
and maintain the existrne housing slock 
in a reasonable state of repairs 

(c) to reduce litigation between landlords 
and tenants and to ensure expeditious 
disposal ol disputes between them 

The amendments to DRC A are basca on 
the assumed impact which DRCA has had 
on the rental housing market 1 he assumed 
impact has not been investigated empii icalty 
or even analytically in the special context of 
operation of Delhi's rental housing market 
(RHM) The diagnosis of the problems 
created by DRCA and proposed amend 
ments are based more on general criticism 
which IS levelled against RC A In this paper 
we examine the DRC A and the impact it has 
had on the RHM in the city The problem 
solving ability of the proposed amendments 
IS examined in that context The paper is m 
tour parts Section I outlines sonic salient 
features of DRCA Section 11 is devoted to 
analysis ol the impact of DRCA on the 
RHM of Delhi Section 111 introduces the 
specific amendments maue in the DRCA 
and critically examines them in relation to 
the problems created by specific provisions 
of the DRCA I9S8 Section IV concludes 
and offeis some suggestions relating to 
njlorms in RC A which mav help in easing 
the situation in the KHM of Mhi 

1 

Rent Control Act in Delhi 

The first Rent Control Act in Delhi came 
into being after the outbreak of scx.ond 
world war in 1939 Cuirently the RHM ol 
Delhi IS controlled by the Rent Control Act 
of 1958 which came into force on I ebruary 
9,1959 The act was amended in 1976 and 


then again in 1988 I he area of jurisdiction 
of DRCA extends to all areas of Delhi 
1 he major provisions ol the Delhi Rent 
( ontrol Act (DRC A) relate to fixation of 
standard rent, conditions governing eviction 
of tenants and rules relating to maintenance 
of the premises by landlords Under the 
DRCA (1958) I he standard rent had been 
defined in relation to the cost ol the house 
and was to be fixed at 7 5 to 8 25 per cent 
of the cost of construction of the house and 
the maikct price of land at the time of the 
commencement ol construction of the 
house in case the premises had been let out 
before lune 2, 1944, the standard rent was 
lived 111 relation to the ‘basic rent’' In case 
the basic rent exceeded Rs 6(X) an increase 
of 10 per cent of basic rent was permitted 
For piemises constructed between lunc 2, 
19^1 and lune 9 1955, an exemption for 
seven vears and foi premises constructed 
after June 1955 toi a period of five years was 
to be granted f he standard rent in these 
cases was the rent mutually agreed between 
the landlord and the tenant at the time of 
first letting (his rent would be valid only 
for the exemption period Under the DRCA 
(1958) the rents could be increased only 
under certain circumstances 
The second set ol provisions ol the DRC A 
lelate to protection of the tenant against 
arbitral y eviction Section 14 of the DRCA 
(1958) provides mn'* grounds for eviction of 
tenants These a'c (a) non payment of rent, 
(b) illegally subletting part or whole of the 
pamiscs by the tenant without prior pt'rmis 
Sion of the landloid, (c) use of the premises 
foi purpose other than that fcir which they 
were let (d) non u t ol the premise bv te 
nani or his family (c) bona ficlc aquiiemciu 
of the premises by the landlord, (f) itcjuirc 
ments of premises by landlo'd toi carivinj 
out repair ig) requirement by the landlord 
tor purpose of building rebuilding or cai 
rviiig out alterations, (h) acquisition of 
alternative accommodation by the tenant 
(i) misuse ol the premises by the tenant 
Under DRC \ (1958) there is special pro 
vision tiir short terin tenancies also (liidei 
section 21 of the aet the landloid can rent 
out the piemises loi a period of up to two 
ytais at controlled rent On the expiry ot this 
period the landlord can ake reeouise to the 
court fell esietint’ the tenant 

Die DRf A enjoins "in the landlord to 
provide mininiuin amenities to the tcnint 
and n aintain the tenanted premises in pio 
pel e( ndition Other provisions ot the aet 
relate o recovery ol unlawtul chaiyes, e mi 
pulsorv issue of rent receipt by the landloid 


and summary trial of certain applicationi 
for fast disposal of eviction cases 

II 

Impact on Rental Housing Market 

To understand the impact of rent contro 
act on RHM, it is important to considei 
three aspects of value of the property 
(I) the historical value (2) the current value 
and (3) the replacement cost 

The DRC A—as is true of RCAs dsewher 
- IS based on the histone value concept whil 
the landlords normally calculate the rate o 
return (ROR) either on current value or oi 
replacement cost Under inflationary con 
ditions controlled rent gives a very low vidu 
of rate of return when calculated on cuTcn 
value or replacement cost In fact, U wt( 
the DR( A IS formulated it does not em 
assure a reasonable rate of return on tb 
landlord s original investment This is fo 
three reasons (i) a static value of what i 
reasonable ROR consists of, (n) failure U 
distinguish between gross and net ROR, am 
(ill) equating investment of the landlord— 
in all instances—with the histone cost of tb 
house 

Under DRC A. the rent was set at a leve 
of 7 5 to 8 25 per cent of cost of the hoiw 
in 1958 and has remained stagnant for 3( 
years Meanwhile, the rates of return ot 
other investments have moved up agnificant 
ly Further, a rent calculated at 7 5 lo 8,21 
per cent of the cost of the house would ipvi 
a much lower net rate of return when aC' 
count IS taken of sariable cost of renting tib 
maintenance cost, property tax and incomi 
tax on icntal income from property, etc 
These costs have moved up over time anc 
reduced the net rate of return still further 
The rate ut return will be still lower fw i 
landlord who happens to be the second a 
thud buyer of the house. The landlord’s in¬ 
vestment will far exceed the histone cost aiM 
consequently net ROR will plummet stii 
further The low rate of return on renia 
housing wilt have a negatise impact on tht 
suppiv ol rental housing In the case of Deih 
howcvci (he impact has been diluted Iq 
various tactors—the two most important be 
mg the exclusion o( a significant part of tiM 
rental housing market from the purview ol 
the act and relative ineffectiveness of vanow 
provisions ot the act 

JURISDimON OF THE ACT 

Under DRf A 1958, the following tenan 
cies were exempted, 

(i) properties belonging to the govemmeni 
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(ii) my tmmcy created by a grant from the 
gr^nment in respect of the premises 
taken on lease or requisitioned by the 
government. 

In addition newly constructed properties 
were exempted from the provision of stan¬ 
dard rent for a period of five to seven years 
(’om the date of construction. 

Properties in the informal markets (slum 
and squatter settlements and unauthorised 
colonie.s) though not ‘exempted’ under the 
act, are for all practical purposes outside its 
purview.^ Ignorance about the existence of 
such an act and the reluctance to make use 
of its provisions will render the act ineffec¬ 
tive in case of many other tenancies also. It 
can be safely assumed that ignorance and 
reluctance will be more a feature of tenants 
belonging to low income groups.^ 

If all the above ‘exemptions’ and ‘exclu¬ 
sions* are taken into account, a significant 
part of RHM will be outside the purview of 
the act. 

Ineffectiveness of provisions 

The situation in RHM in Delhi is quite 
dynamic Over a period of time, the beha¬ 
viour pattern of toth buyers and suppliers 
of rental housing has changed. The land¬ 
lords have become ‘wiser* and devised 
various methods of avoiding/evading the 
law. Thus renting of the house is done under 
the ‘Ttansfer of Property Act’ and a contract 
(lease deed) is drawn with the tenant. The 
period of lease normally ranges from II to 
33 months. The lease is renewed at the ex¬ 
piry of the contract period and a new lease 
dn^, quite often at a higher rent. The rents 
charged in the market are rarely the standard 
rents. Apart from the tenancies which existed 
at the time the RCA came into being and 
in tenancies where the tenant applied to the 
rent controller for fixation df rent, the rents 
fixed would be higher than the standard rent. 
In most of the cases the rents will be the 
market rents prevailing at the time of initia¬ 
tion of existing tenancy. This is due to the 
fact that under the act therb is nothing il¬ 
legal about charing a rent higher than the 
standard rent.* The standard rent is fixed 
by the rent controller only if the tenant or 
the landlord approaches the rent controller 
for this purpose 

Another way in which the act is made in¬ 
effective is through emergence of lump sum 
p^ments at the beginning of tenancy. These 
payments are illegal under the DRCA (sec- 
tiem 5) I95R. The DRCA permits only one 
month’s advance to the landlord. In Delhi’s 
RHM, six months’ advance or a deposit 
equivalent to six months’ rent is quite com¬ 
mon. Even when such payments have been 
made; the DRCA (section 13) provides for 
refund of these to the tenant. However, it 
(n^ not always be possible for the tenant 
O prove that such a payment has been made. 
The act provides for compulsory issue of 
—Tpt by the landlord. This provision is also 
ited ^ the landlord in case of confron- 
Pn, the case of the tenant is significantly 
ikened if such a receipt cannot be pro- 
ed in the court. Some of the landlords 
le non-issue of receipt a precondition fur 


renting out. 

The only provision which has been rela¬ 
tively more effective relates to protection of 
tenant against arbitrary eviction. Thus, RCA 
has been able to provide some security of 
tenure to the tenant. Security is provided not 
only in terms of strictness of causes for 
which the tenant can be evicted but also by 
lengthy procedures which discourage a land¬ 
lord to go to the court for eviction. The 
landlord however takes recourse to various 
extra-legal methods to evict the tenant: 

(i) pay reverse ‘pugree* to the tenant to in¬ 
duce him to vacate the house: As long 
as the amount of this reverse ’pugree’ is 
less than the cost of fighting the case in 
the court and loss in rent in the interven¬ 
ing period and three years from the date 
of eviction,' the landlord would opt for 
this alternative; 

(ii) use of force to evict the tenant. In Delhi, 
organised gangs take up this job. The 
going rate for this operation in Delhi is 
around Rs 50,000. The rate can be higher 
for houses located in posh localities. 
Recourse to this method is not as com¬ 
mon as to the first. 

There are risks involM in both the methods 
and success is not assured. Just as it is il¬ 
legal for the landlord to accept a ‘pugree’ 
so is It for the tenant to do so and he can 
be punished under the act for accepting any 
unlawful payments (up to six months' im¬ 
prisonment and/or a fine which may ‘exceed’ 
the value of reverse ‘pugree’ by as much as 
Rs 5,(XX)). The tenant may therefore hesitate 
to accept lump sum compensation in lieu ot 
vacating the premises. 

Anothei way in which the landlord mini¬ 
mises the ‘risks’ of not being able to evict 
the tenant is by opting for low risk tenants. 
Persons with transferable jobs, companies 
and foreigners top the list of preterred 
tenants. In an analysis of advertisements of 
‘To let’ columns of the Sunday edition of 
The Hindustan Times (January-April, 1988), 
it was found that 30 per cent of the adver¬ 
tisements (total number of advertisements 
analysed 1,597) specified company lease, 10 
per cent specified embassy or foreign 
diplomat and 8 per cent bank employees as 
the conditions for tenancy. Sixty per cent ot 
the advertisements registered some preference 
or the other. 

The ineffectiveness or partial ineffec¬ 
tiveness of provisions of RCA however does 
not mean that the RCA has had no impact 
on price or supply or maintenance of ren¬ 
tal housing in Delhi. The impact however is 
not as vi.sualised in general' criticism of 
RCA. The exclusion of part of the market 
from the jurisdiction of RCA and partial in¬ 
effectiveness of some of the provisions of 
the RCA resulted in segmentation of the 
market. This can be termed as the secondary 
impact of RCA. fhe total impact of RCA 
should thus be viewed in terms of its impact 
on each of the sub-markets separately as 
presented below. 

Secmentaiion ok ihe Market 

The existence of RCA has segmented the 
RHM broadly into three categories. These 


ate; 

(i) controlled market; 

(ii) semi-controlled market; and 
(Hi) uncontrolled market. 

Sub-markets (i) and (ii) theoretically fall 
under the purview of the RCA whereas sub- 
market (iii) is exempted. The differaice bet¬ 
ween (i) and (HI lies in the fact that the 
landlord in sub-market (ii) haw su cc eed 
in avoiding—at least partially—the impact 
of RCA, whereas the landlords in the flrit 
market have not been able to do so 

Controlled Market 

The controlled market consists mainly of 
two categories of houses (i) old housing units 
which were already rented when the act came 
into being; and (u) tenancies where tenants 
have applied foi fixation of standard rent. 

In the absence of time-series data from 
the time of enactment of RCA till present 
It is not possible to estimate the size of the 
controllid market. In 1988 it could not have 
been a significant part of the total housing 
market of the city. First, a major part of the 
housing stock in the marker is of post-19S8 
origin. Secondly, a very small per cent of 
tenants approach the court for rent fixation. 
Between 1971 and 1987,2,953 cases were in¬ 
stituted with the rent controller in Delhi for 
fixation of rent. These comprised of less 
than 2 per cent of total cases. 

A larger part of the controlled market will 
therefore be composed of older areas in the 
city. The housing conditions in these areas 
are very bad, the densities very high and 
amenities quite deficient. Most of this area 
has been declared slum area and protected 
under the Slum Improvement and Clearance 
Act, 1956. If the housing conditions in the 
controlled market are very bad, it is reasona¬ 
ble to assume that the upper income groups 
among the existing households will move out 
to better areas. This will reduce the size of 
the controlled market since new renting will 
be done not at the controlled but at the 
market rent. This shift, however, will not take 
place in case of tenancies in new colonies 
which have become posh locations over time. 

It IS argued that the RCA by fixing rent 
at less than market price leads to a decline 
in supply of rental housing through with¬ 
drawal of units. Low rents also presumably 
discourage new investment in rental housing 
and also lead to excessive use of space by 
tenant households. These arguments do not 
.seem to be valid in the cse of the controlled 
segment of RHM in Delhi. The supply of 
rental housing in the controlled sector is 
more or less frozen. The reason lies not in 
landlords’ unwillingness to withdraw units 
from the market but in their inability to do 
so. An indirect evidence of this is seen in the 
large percentage of rented dwdlings in cen¬ 
tral Delhi. In 1987-88, 71 per cent of the 
dwellings were partly or fully rented in this 
area. For the whole of Municipal Corpora¬ 
tion of Delhi the percentage was 33. Increase 
in supply of rental housing in this market 
is possible only when tenants approKh court 
and get a fair rent fixed. The net impact of 
RCA on the supply of rental housing in this 
market will therefore be very insignificam. 
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' At‘fturcROtMive we of space in tiw con¬ 
trolled market, this might be true of some 
of the new colonies in the city but does not 
seem to hold true for old parts where den¬ 
sities are as high as 600-1,200 persons per 
hectare In these parts if market rents are 
charged the inhabitants of the controlled 
market may find these houses unaffordable 
and shift to some housing which is even 
inferior to existing housing. 

The most important effect of RCA in 
these markets is of deterioration of housing 
stock due to lack of maintenance. The low 
rate of return from renting out may not lead 
to a decline in number of units, until due 
to acceleraicd obsolescence, the units die a 
premature death. The supply of rental hous¬ 
ing (services) however declines even tn the 
absence of such an occurrence in two ways; 
(i) increasing age; and (ii) decline in flow of 
services which the house can offer. 

ShMI-CONIROI LfcO MARKC I 

The semi-controllcd segment of the 
market incorpoiates the newly constructed 
properties which are partially exempted from 
the purview of the act for a limited peiiod 
and other properties which though legally 
under the purview of RCA, manage to avoid 
many of its provisions. The most impoiiant 
provision being evaded is that of fixation of 
standard rent. A rent higher than 'fair' rent 
is charged either on a monthly basis or in 
the form of key money ai the beginning of 
tenancy The rent will be the market rent 
prevalent at the time ihc house is being 
lenlcd. 

Over lime, the rents of these properties 
became lower than the cui rent market rents 
under inflationary conditions. The RCA 
protects the tenant against arbitrary in 
creases in rents. I'he reaction ot the landlord 
of the older tenancies is the same as that of 
the controlled market. A raiioiial landlord 
will like to increase the rent and failing that 
will try to evict the tenant so that the 
premises can be rented out afresh at market 
rent. There are difficulties in achieving either 
of the two ends. 

A sireable proportion of Delhi’s Rental 
Housing Market falls in the categoiy of 
semi-controlled market. I'he exempted com¬ 
ponent Itself is 19-20 pei cent of the total 
rental bousing stock.^ 

The units in the semi-controilcd market 
may shift to the controlled segment in case 
the tenant applies for fixation of rent. The 
landlord however may escape the clutches of 
RCA through informal channels. Some 
landlords may withdraw their rental units 
ffom the market rather than adopt illegal 
mfans to raise the rate of return on their 
housing units. Others may not. Still others 
may continue to supply the unit willingly, 
due to their inability to opt out of the market 
or evict the tenant, and continue to accept 
a low rate of return. The impact on supply 
of rental housing in this segment will depend 
upon the composition of landlords in terms 
of proportion of risk-taken to risk-averters. 
It however, cannot be denied that the provi - 
sions of RCA are daunting enough to scare 


the *vkak’ iMdlordi Oft (he other teMi, this 
mwt also be noted that for the act to be 
operational it is also the tenant who has to 
go to court, hire a lawyer and appear every 
time a hearing is scheduled. The opportunity 
cost of time and money spent cannot be in¬ 
significant for the tenant either. The tenant 
also may not desire to be involved in any 
complications and therefore agrees to pay 
the market rent. I andlords will favour such 
tenants who cannot ‘afford’ to go to court. 

The decline m supply of rental housing 
in this market comes about mainly through 
conversion of units from rental to ownership 
status. There is no direct data available on 
this. The number of eviction cases instituted 
with the rent controller and decided in 
landlords’ favour can be a good indictor of 
this conversion. Between 1972 and 1978, a 
total of 56,908 ca.ses were registered for evic¬ 
tion. Assuming that 25 per cent of these were 
decided in favour of ihe landlord^ a total of 
14,227 houses or approximately 890 houses 
per year would have been withdrawn from 
the RHM ot Delhi--if not permanently, at 
lca.st for a transitional period." During the 
period 1971-81. approximately 1,.T7,544 new 
units or 13,754 units per year had been add¬ 
ed to the RHM in urban Delhi. Thus, despite 
a withdrawal of a tew units per year the net 
suppis of icnial housing has continued to 
increase. 

As old units leave the market—and some 
of (he.se also may re-enter the market after 
three ycais- new ones emei the market. Il 
IS quite possible that a larger part of the new 
units belong to the seini-controlled market. 

Ijn( on I Ron in Markkt 

Ihe uncontrolled market comprises of 
(i) government properties, (ii) sublet govern¬ 
ment houses" and (iii) low income proper¬ 
ties, which aic outside the purview of RCA 
due It' Ignorance on the part of the tenants 
and/oi the landlord.s. 

The si/e of this segment varies Whereas 
both (i) and (li) continue to be in the un¬ 
controlled market due to legal exemption, 
the tenants and landlords of low income pro¬ 
perties can take advantage of the act and 
shift to the cunirolied market. Below we at¬ 
tempt a rough estimate of the sire of this 
segment in Delhi’s rental housing market in 
1981 based on data available in the census, 
and that provided by the DDA. 

Sl^L OI UNtCiN fROt LhD SECMENI 

DDA has provided information on the 
number of households living in different 
types o( housing, namely, squatter colonies, 
employer housing, unauthorised housing, 
etc, for the years 1961, 1971 and 1981. If we 
assume that the density of households per 
dwelling is the same for all housing types, 
we could interpiet thi< data to give us 
distriDuiion of dwelling types. According to 
the available data, 6JI7 per cent of housing 
in Delhi in 1981 was government housing. 
Assuming that 50 per cent of this housing 
is sublet (partly or fully) it would add ap¬ 
proximately .3 per cent to the uncontrolled 


ftegmcni or rise 'sseswi, 'fswwiuMvt #nr*#iv 
cent of housing iMU squatter icRleinenu or 
inhabited by low locome families. TMt 
would bring the total uncontrolled seginem 
of the market to approximately 28 per cent 
of the total private sector housing market 
in the city which is a significant part of the 
total housing market. If we were to add to 
this housing—the unauthorised colonies, 
another 1.7 per cent would fall beyond the 
purview of the act.'* 

The existence of RCA in some segments 
of the market and consequent impact on 
supply would lead to higher rents in the un¬ 
controlled sector than would be the case in 
the absence of RCA. 

The total impact of Rent Control Act on 
the RHM would depend on the composition 
of the RHM in terms of controlled and un¬ 
controlled segments. If a large proportion 
ol the market is uncontrolled, the impact 
will be insignificant and vice versa. The pre¬ 
sent RCA in Delhi came into being in 1938 
and has been in operation since 1939 in some 
form or other. The landlwds of Delhi have 
had sufficient experience/expertise in devis¬ 
ing ways and means to circumvent this act. 
A large part of Delhi’s RHM would there¬ 
fore fall tn the semi-controlled category. 
A very small part would be controlled. As 
pointed out above, within the semi-coni- 
rolled market, the impact depends upon the 
degree of perceived risk in renting out and 
whether the landlord is a risk averter or a 
risk taker. 

The RCA in Delhi may not have had as 
significant an impact on supply of rental 
housing m Delhi as in creating a black 
market and various other distortions in the 
RHM. The government, however, in its con¬ 
ventional wisdom diagnosed the problem 
mainly as that of reduced supply of housing 
and of increased discord between landlords 
and tenants and introduced amendments to 
DRCA 1958 in May 1988. These amend¬ 
ments became effective from December 
1988. 

HI 

Major Amendments 

In line with the diagnosis of the problem 
and stated objectives, the amendments have 
been directed towards increasing the supply 
of rental housing—from existing as well as 
new stock of housing. The amendments have 
also tried to tilt the balance a bit in favour 
of the landlord by permitting increases in 
rent, facilitating eviction for certain classes 
of population and increasing the scope of 
exemptions. 

Believing that RCA was a major deterrent 
to the supply of rental housing, the DRCA 
(1958) exempted a few more classes of pro¬ 
perties from the purview of the RCA. These 
include properties with a monthly income 
rental of Rs 3,500 and above and newly con¬ 
structed properties for a period of ten yeank 
For existing properties and for properties 
with a rent of Rs 3,500 or less the induce¬ 
ment to increased supply has been given in 
the form of increas^ standard rent. The 
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74'><25 per cent to 10 per cent of the cost 
of the house Further, the standard rent can 
be increased by 10 per cent every three years 

Under the amended bill there is an in 
creased penalty tor non p^nnent of rent and 
for not vacating limited period tenancy In 
case of default of rent, the tenant is now 
luble to pay, in addition to the reni, simple 
interest at the rate of 15 per cent per annum 
from the date on which such payment ol ant 
IS due to the date on which it is paid I ui 
Iher, foi noi vacating a limited period vacan 
cy the controller may award to the landlord 
such damages for the use or occupation ot 
the premises at such rates as hi considers 
proper for the period from the date of such 
order till the date of actual vacation by the 
tenant 

On the other hand, there are increased 
penalties m case of landlords violating the 
provisions of the act also Thus, the penaitv 
for reletting the house within three years of 
eviction has been increased to imprisonment 
up to SIX months irom thiee months earlier 

Under the amended act, eviction of the 
tenant has been made easier for certain 
groups of population Thus, for persons 
retinng from Central government $ei vices, 
Delhi administration and armed forces ihc 
amendments provide for right to recover un 
mediate possession of premises For other 
classes of landlords eviction has been made 
more (rather than less) difficult One ol the 
valid grounds tor eviction under the DRCA 
1958 was building of a house by the tenant 
This no longei is a sufficient condition 
under the amended bill Under the amended 
clause the tenant is permitted to continue his 
tenancy for a period of 10 years even after 
building the house Increased penalty for 
idetting within three years of eviction also 
makes eviction more risky 

The question of amendment or even com 
plete abolition of RC A has been hanging fire 
for long Ihc Lconomic Administration 
Reforms Commission, set up by the govern 
ment under the chairmanship of L K Jha, 
mine out with specific suggestions to retorm 
the RCA in 1982 The National C ommission 
to Urbanisation, m its interim report in 1987 
llso gave some concrete suggestions in this 
pcgard in view of all this long term activity 
ya the part of the government, it is surpns 
ng that the present DRCA 1988 falls short 
to $0 many counts Not only do the amend 
nents tou^ the mea fringes of the problem 
which can be explained in terms of political 
actors), but some of the amendments lack 
.lanly and will lead to greater distortions 
n the market The ability of these amend 
nents to improve the situation in RHM, 
!ven in terms of stated objectives is highly 
uspect 

SciMl Anomai Its 

The amendments which cause maximum 
onfusion relate to the exemption ot high 
ent (above Rs 3,500 per month) properties 
^m the purview of the Rent Control Act 
^ amendments do not specify whether the 
pt being referred to is the rent currently 


If It is the latter, wiMt tat Ihc implications 
for tenancies whose market rent is greater 
than or equal to Rs 3,500 pet month but 
where thenenanis at present are paying a rent 
lower than the market rent'' Presumably, the 
landlords of these properties can now m 
crease the rent to the market level and/or 
evici the tenant under the Transfer of Pro 
perty Act The amendment is going to lead 
to greater discoid between the landloid and 
the tenant Even il it is clanfied that the rent 
being referred to i> market rent, the ques 
tion IS how IS till market rent to be ascer 
tamed This amendment by itself will lead 
to even greater litigation defeating one of the 
obiectivcs ol the bill 

Another amcMlmcnt lacking in clantv is 
the one lelatmfe to the permit!^ increase m 
the rent ol 10 pti cent every three years ( an 
the mc'easi be interpreted as 3 33 per cent 
increase evrry year or docs it imply that the 
rent can be met isr d by 10 per cent only at 
thcevpiiv ol ihtct yi ii«’ If latter is the case 
then short teim tr n im ics with a duration ol 
less than threi vtai>> tend to lose out Assum 
ing that the R( A is strictly adhered lo with 
lespect to conlisillcd rent cvciyiime the 
landlord rents 'hi house afresh, lair rent ssill 
be calculated it Id per cent ol Ihc cost of 
the house and no increases will be peimii 
ted I his provision will introduce anomalies 
in the rent stiudurc ot similar houses in the 
citv landlord ot sider tenancies will be bet 
ter ofl Ihe Itnints iix) under these cii 
rumstances inav paler to shift houses belore 
three years are over and t'lc increment 
becomes due 

Again thcic IS no clantv relating to the 
date from which the increments ait to be 
calculated cspcciallv tor existing tenan 
cies from the lust vcai ol tenanev oi Irom 
the date the hill became clUctive' Th 
government should issue dear guidelines in 
this respect to ivnid contusion 

A curious fcatuic ol lh» bill is the pii 
lisan attitude shown it tenants who have 
built their owi houses in permitting them 
to remain in the rented house lor another 
10 years The lation ilc underlying this relax 
atioii IS beyond comprehension Read m con 
junction with the exemption granted to new 
ly constructed piopcrtics this clause would 
permit the tenant uwnci to have his cake and 
eat It loo f Ol the lirst 10 years ol a uwlv 
constructed house when the R( A is noi ap 
phcabic, the tenant lan rent out his ho isc 
at remuntraiivt rent while continuing to en 
joy protection of R< A m his existing tenan 
cy TTiis amendment specially favours tenants 
who build liocist on oi alter December 1988 

The aovernmcnl s partisan aitiic ref 
lected in miking (vution easier for certain 
classes ol popui ition is not easily explaina 
bit cxctpi ih 11 ii f tvours its own employees 
namciv govtnumm trcants " Ihc specific 
problems ot goceiiimcnt servants could hast 
been taken care ot mi der the existing prosi 
sions and there w es no need to inirexiutc ad 
diiional clauses iiuin respect Thus, section 
14A of DRCA 19S8 extends the right to 
recover immediate possession ol house to 


had to vacate foe houto aUot led to them by 
thegoverament Again, the special needs of 
persons with transferrable jobk alto could 
have been taken care of under the existing 
provisions rdating to limited period tenancy 
by ecteuding the applicability of this clause 
from two years to the penod of transfer 

In permitting tenants to hold on to their 
existing tenancy even after building thar own 
houses and in assunng eviction of the tenant 
(a^ least to certain classes of landlords) the 
goWrnment’s implicit objective seems to be 
to encourage supply of housing by eiistmg 
tenants and potential landlords If so the 
government does recognise the significance 
of ease of eviction as a factor influmKing 
supply of rental housing By limiting this 
ameiidmenl only to a small group Ihe im> 
pact on total supply is going to be very small 
So will be the impact ot other amendments 

I IKi IY iMPAt 1 or AMENDMFNTS 

The amendments are not likely to have 
any significant impact either on the supply 
of rental housing, or on the maintenance of 
housing stock or, un relationship between 
the landloid and the tenant A rent calcu 
fated at 10 pei cent ot the cost of the house 
and increasable by 10 per tent every three 
years is not going to improve the rate of 
return from housing much Ciomg by the 
protests made by the tenants over these 
amindmcnts even these increments are not 
going to be easy to bring about in old 
tenancies 

1 he supply of rental housing m ihe high 
lental (uncontrolled) scctoi might increase 
Ihc demand lor this kind of housing, 
howevci IS bound to be quite low for two 
reasons 

(i) The low percentage of population which 
can afford this tvpe ol rental housing 
Assuming that a household spends 
around 20 to 25 per cent of its income 
on rent the lowest ineomc lor a 
household lo he able to afford a rent of 
Rs 3 3fl0 will have to be in the range of 
Rs 15 000 lo Rs 17 300 per month The 
number ot such households in Delhi 
would be a minuscule proportion of the 
total number of households in the city 
(ii) The low preference foi rental housing by 
the high income groups These groups 
normally go toi rental housing only if 
they plan to stay in the city for a short 
period Proportion ot such households 
in the total population ol the city can 
not be very high 

The increased supply in the face of stag 
nant demand in the segment may lead to a 
devlme m the level of rents This will however 
not benefit the lowei income groups who are 
Ihc majoi buyers of rental housing services 
T hese groups opi for rental housing became 
they cannot afford ownership housing If the 
assumption that RCA leads to a reduction 
in supply of rental housing is correct, then 
the situation for this section of population 
will continue to be as ‘difficult’ as before. 
The amendment may thus benefit a very 
small section of population The amend- 
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tntm tiwpumew of RCA iifnoie imdentan- 
table if the objective is to reduce pressure 
Ml the rent control department. The number 
}f such cases however cannot form a high 
sroportion of total number of cases in court. 

The exemption of new construction from 
RCA for the first 10 years is also directed 
o encouri^e supply of housing foi renting. 
\n analysis of the rates of return from ren¬ 
al housing brought out the fact that even 
f the landlord charges market rent, returns 
rom renting out are very low (NlUA; 1989]. 
VIetc exemption of properties from the RCA 
s not going to increase the supply of rental 
lousing in the market, liven if supply m- 
treases, this may be only transitional and 
louseholds may withdraw the unit from the 
RHM at the end of the exemption period. 

The ultimate objective of increased supply 
$ to lower the level ot rents. It is a moot 
question whether the rents wtll really dec- 
ine—even if the amendments have the 
jesired impact. In case of supply out of new 
»>nstruction, it is possible that to make up 
'or the probable loss ot income when the 
mil enters the controlled market the rents 
>f transitionally exempted properties may be 
lacked up. Further, in a given year the addi- 
ion to housing stock and speciallv rental 
rousing out of this stock is not going 
o be very significant The impact on ren- 
als of these measly additions cannot be 
ligniricam.''' 

High price of housing is not speciFu. to 
he RHM but extends to the total housing 
riarket. The high value of houses in Delhi 
leflccts not only the low suppiv in relation 
o demand for housing but also the high 
'epiacemrnt cost (production) ot housing. 
In Delhi the value ot houses has increased 
>1 rates much lastcr than those ut leiits 
NIUA; 1989). It rents were to be taken as 
1 return on investment calculated at cut rent 
narket value or icplacenicm cost, a reasona 
>le rate of return even at 10 per cent—the 
percentage prescribed undei the DRCA 
1988—would imply a high level of tent. 

As for bringing a better balance between 
[andtords and tenants, the RCA is still biased 
n favour of the tenant. The major irritant 
o the landlord is restriction on right of 
eviction. The provisions for eviction have 
trecome even more restrictive than earlier. 
The amendments are nut likely to lead to any 
decline in litigation. If the decline occurs it 
will be either because the landlords increas¬ 
ingly take recourse to extra judicial measures 
or, given the inefficiency of the system they 
have no option but to continue the status 
quo. 

IV 

Reforming Rent Control Act 

The Delhi Rent Control Act was conceived 
as a short-term measure to take care of scai- 
cities in the housing market in the aftermath 
of second vrarld war. As such, it might have 
been successful in the short run in controll¬ 
ing rents. The RCA was not intended to be 
a long-term measure. At the time of its im¬ 
position, it was assumed that in the long run. 
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a« lunRi when the supply.of tmta! housing 
increased the controls would be diseon- 
tlnued. The supply never did improve and 
DRCA has continued to operative for 
over 50 years now. A .short-term measure like 
DRCA cannot be used to take care of long¬ 
term problems unless it is adjusted frequent¬ 
ly to adopt to the changes taking place in 
the market, in fact, this is what accounts for 
the ineffeciivene.ss of DRCA in Delhi. Over 
time, the market has adjusted to RCA and 
found its own solutions. The emergence of 
an effective and elficicnt black market in 
rental housing had added to distortions in 
the economy created by RCA in the first 
place. On a positive note, it is these prac¬ 
tices which have blunted the negative impact 
of RCA on RHM also. The fact that RCA 
does not have significantly negative impact 
on supply ot rental housing howevei cannot 
be used as an argument for its continuation. 
The cost to the economy, in terms of distor¬ 
tions created and mechanisms devised to 
beat the system, has been very high. The 
benefits, in comparison have be«n too small 
and confined to a very small segment of 
populatii'n. The abolition of RCA will 
remove these distortions. Whether it will be 
able to improve the situation in RHM is a 
moot point’ 

Allot irioN ot RCA 

Critics ol RCA all over the world have 
tecommended abolition of the act. It is 
argued that abislition of RCA will improve 
the supply ot lental housing and lead to a 
decline in rents in the long run. In Delhi’s 
KHM whcic RCA has had only marginal 
impact on supply ol housing, its abolition 
cannot increase this supply significantly nor 
lead to a decline in the level of rents 
Whaicvei increases occur in supply, will 
originate mainly from risk-averting land¬ 
lords who had held back the supply of ren¬ 
tal housing due to RCA. Even here the 
impact on supply would depend upon the 
peiccruion or expectation of landlords regar¬ 
ding probability of reimposition of RCA. In 
a city where RCA has bwn operative for the 
past SO years, the psychological fear of its 
rcimposiiion i.s going to be very high. The 
existing landlords (especially of old tenan¬ 
cies) however may mate use of this expected¬ 
ly transitory period to evict existing tenants 
and either sell the property or re-let it after 
taking all precautionary measures. 

If RCA is abolished and the market is left 
to itself, the average rent in the market is 
going to be even higher than is the case at 
present. Market rents in Delhi move with the 
value of houses and given the high value of 
hou.ses rents will be very high. The basic pro¬ 
blem of high rents as cited above is of low 
supply and high cost of housing and not of 
scarcity of rental housing alone. Solution to 
the problem thus lies in increased supply of 
housing at reasonable cost. This however is 
a long-term solution. In the short-term, 
either one ts to accept high rents or continue 
to have .some type of rent contn^. An abrupt 
abolition—temporary or permanent—is like- 
•ly to cause great dislocation in the market. 
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Apart from tb«, it bt not lolbi tP bt potaU 
Me politically for the ttnenment to do sway' 
with RCA altogether. It should howevn be 
recognised that the current RCA has outliv¬ 
ed its utility. The various amendments based 
on symptomatic diagnosis merely impose 
another superstructure of rules and regula¬ 
tions leading to more complications. What 
is required is a fresh look at the RCA in line 
with the new realities of market place. The 
experience with DRCA over the past 50 yean 
can be a useful guide for formulation of a 
reformed RCA.*' In formulating such an 
act it is very important that there is clarity 
of objectives and effort is made to achieve 
these objectives. The existing DRCA falls 
short oil this count, in case of DRCA 1958 
the major objective was defined as protix- 
lion of tenant through ensuring reasonable 
rent, provision and maintenance of services 
and guarding the tenant against arbitrary 
eviction. The act. however does not strictly 
enforce the requirement of a fair rent. 
Greater importance has been given to im¬ 
posing restriction on eviction of the tenant. 

These provisions have in fact indirectly 
helped in controlling rents. In fact, this has 
become a major irritant to the landlord as 
it is seen as a major obstruction in raising 
rents. If the policy objective of intervention 
in the RHM is to maintain rents at reasona¬ 
ble levels, then the government has to for 
mutate an explicit policy in this regard. 

Judging by the experience with RCA in 
Delhi’s RHM it might be better if the 
reformed RCA gives greater emphasis to 
maintenance of reasonable rent and makes 
eviction little less difficult. The existing RCA 
protects the tenant but it ensures neithei a 
fair rate of return nor, reversion of the pro¬ 
perty to the landlord as and when required. 
There is need to take a more balanced view 
of the situation. The tenant must be pro¬ 
tected against arbitrary eviction and exor¬ 
bitant rents. Mcanwhili; the tandiords must 
also be ensured a fair rate of return (taking 
into account all the costs of renting over a 
period of time). Further, if the Constitution 
recognises the right to ownership of proper¬ 
ty, the right of the landlord to exercise his 
option either to rent it out or not, or to rent 
it out to a particular individual should also 
be protected. There is however need to 
remove arbitrariness from these decisions. 
A via media is proposed taking into account 
the interests of both the tenant and the 
landlord. 

Rationalising Rent Control act 

The major problem faced by the tenant 
is uncertainty regarding duration of tenan¬ 
cy and future level of rent. There may be no 
objection to paying the market rent if the 
tenant can be certain of the stability of this 
rent or the security of tenure at least for a 
few years. The landlord again miqr not be 
looking for a rate of return comparable to 
that earned by equity of bluechip com¬ 
panies. and may be agreeable to a tower rate 
of return if retrieval of property is assured— 
if not as and when requir^ at least after a 
specified period. Thus, a rational solution 
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oMigitfdry tmd'er 8 coniract. The terms 
teiwicy, namely, the period of tenancy, the 
mutually agreed rent and the proposed in¬ 
creases in it should be clearly spelt out in 
the contract. The normal tenancy should be 
for a period between five and seven years. 
If the landlord want.s possession of the house 
prior to that period, a year's notice or com¬ 
pensation in terms of a specified sum should 
ise given to the tenant. This will remove any 
arbitrariness in eviction procedures and will 
;ive sufficient stability to the tenant. After 
he expiry of the contract, if both landlord 
ind tenant are agreeable, a new contract can 
X drawn up. This step will not only induce 
he risk-averting owner to enter the rental 
tdusing market (by reducing the risk of los- 
ng the house) but also increase the supply 
horn landlords who want to rent out for 
emporary periods. 

The protection of the landlord (in terms 
}f assurance of the court for eviction of the 
enant) should be linked with registering the 
.enancy with the rent controller or rent ad- 
ninistrators and with the charging of a fair 
•cnt. 

An important issue which the government 
will have to tackle relates to the definition 
>f a fair rent. Fair rent can be defined eithei 
IS market rent or a rent which besides giving 
I ‘reasonable rate of return’ to the landlord 
ilso covers all the variable costs of renting. 
IVhcreas it is possible to exactly quantify the 
/ariable cost of renting, reasonable return 
s a very nebulous concept. The nebulous- 
tess arises due to different values which the 
/ariables determining this return can tgke. 
These variables are; (1) base on which the 
ate of return is to be calculated. Should the 
sase be actual cost of the house, or replace- 
neni cost of the house or its current market 
niiue? (2) the definition of reasonable rate 
if return. Should it be equal to return on 
ong-term government securities or on equity 
>f blue chip companies or, average late of 
tturn from other long-term investments, 
rtC? 

It is clear if the base is taken as the cur- 
mi market value or replacement cost ot the 
lOuse rents, even if a relatively low rate of 
eturn is cho.scn, will be very high. On the 
ither hand, fair rents calculated on the basis 
if actual cost, especially of old houses will 
[ive very low return. A via media will have 
o be found. We suggest using actual cost 
if the house as base and, the rate of interest 
in long-term deposits as a reasonable rate 
if return.'^ This will give fail rent for the 
lase year—that is the year in which the 
louse was constructed. This rent then should 
le inflation indexed. While inllating the 
ent, care should be taken that the property 
$ well maintained, otherwise thucstimation 
if economic base should consider dcprccia- 
ion of the property. The rate of return so 
alculated will take account of inflation but 
lot of increase in market value of the pro- 
«rty due to locational factors. As has been 
ibserved from the reaction of tenants to 
noderate permitted increases under the cur- 
ent amendments, it would be very difficult 
9 put this principle into effect in case of old 
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A lower rate of increase iii rent in case Of 
.older tenancies might be recommended. 
Another alternative might be to make 
reformed RCA applicable only in case of 
post-l96() or post-1970 tenancies. 

As mentioned before, rent control is not 
a long-term measure and cannot solve the 
long-term problem of rental hou.sing. The 
government should have well deilned long¬ 
term and short term policy. In the short¬ 
term, one can have a limited kind of rent 
control which should gradually give way to 
market forces. This should be supplemented 
by the long-term policy of the government 
diiccted towards increasing the supply ol 
housing at a-asonablc cost. The government 
should take specific measures to encourage 
production of housing fui renting. 


Note's 

1 Basic rent is defined as either rent which was 
fixed uiidei ihc earlier Rent Control Acts 
or rent ai which premises were let out on 
Novembei I, 1939; or rent at which premises 
were firsi let oiil after Novembei, 1939 but 
before June 2, 1944. 

2 Tenants living in slums arc covered under 
the Slum Areas (Improverncni and Cleaiance) 
Aei for certain provisions. According to the 
rent coiilroller, Delhi, tenants living in 
unauthorised housing can lake recourse to 
the RCA. These groups however may not 
be aware of their rights 

3 The opportunity cost of going to court is 
very high and low income groups .ind the 
service class can ill-afford it. Further, legal 
illiteracy among the low-income groups is 
very high. 

4 1 he DRC A 195K recognises the rent agreed 
between the landlord and the tenant as 

. legal. 

5 If the eviction is on bona fide grouds the 
landlord is resiricted from reletting Ihc 
house till three years have elapsed 

6 Between 1971-81, a total of 3,84,097 new 
residential and resideniial-cum-non-resi- 
deniial houses were added to the existing 
housing stock in I3elhi. Assuinmg an even 
distribution ol ness- construction over this 
period, a total of 1,92,049 houses would 
have come up between 1976-81 which would 
be exempted Irom RC’A. These make ap¬ 
proximately 1919 per cent of the total hous¬ 
ing stock in 1981. 

7 This estimate is based on number of cpscs 
decided in favour of the landlord from a 
sample of 173 cases, data for which was ob¬ 
tained Iroin the rent contiuller'. 'fiec. 

8 This IS a very rough way of estimating me 
withdrawal of houses from the KHM due 
to Rf"A flic landloid may not have to take 
recourse to the court (every time) for evic¬ 
ting the tenant. Further, in some cases of 
eviction the unit may be relet. The ban on 
reletting is rcsiricied to cases where eviction 
had been sought for self-use. 

9 Even though ihe.se prooeriies are out of the 
purview of RCA by being government pro- 


littrtiei, Ulc s^Diemiit or law 
makes them pan bf^ie pHvate lector supply 
of rental housing. 

10 Even though tenants of unauthorised colo¬ 
nies ere protected under the RCA, accor¬ 
ding to the chief rent controller, Delhi, the 
illegal nature of these colonies may inhibit 
the landlord/tenant from approaching the 
courts. A perusal of active files in the rent 
controller’s office revealed an almost com¬ 
plete absence of cases from such colonies. 
There were a few cases from colonies which 
have been regularised by the government. 

11 As it is government servants arc doubly 
blessed “they enjoy government accom¬ 
modation during their tenure with govern¬ 
ment at subsidised rents while continuing 
to rent their own house at a higher rent. 
In 1963, the order banning provision of 
government accommodation to house¬ 
owning officers was rescinded. 

12 In a particular year new housing added ac¬ 
counts for approximately 2 per cent of the 
existing housing stock. Even if SO per cent 
goes for renting, the increa.se in rental hous¬ 
ing supply cannot be very high. 

13 One should however be caretul about jum¬ 
ping to naive conclusions Thu.s, the fact 
that restriction of the right to evict the te¬ 
nant has been a major irritant and obstruc¬ 
tion to supply of housing by the landlord 
does not imply that removal ot this irritant 
will solve the problem. Whai it will ac¬ 
complish IS making the currcni act com¬ 
pletely iiieflective In lhaf case it will be 
much better lo abolish the RC'A as such 
than to have the pretence ol a icgti'alory 
act. 

14 It may be argued that the bank rate on long¬ 
term deposits IS not a fair rale .since whereas 
the value of the deposit declines over time, 
the value of house normally increases. '1 he 
landlord would thus be earning a rale much 
higher than I he bank rate. Wc hold lhat the 
apprecialion in the asset value ol the house 
should not be taken into account while 
calculating the rate of return This apprecia¬ 
tion 1 $ notional till the landlord sells the 
house and should be taken caie of at that 
point of time rather than reduce the rate of 
return for a landlord who would never sell 
the house. 
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Indigenous Social Science 

Neera C3uuidhoke 


ARAH JOSEPH in her interrogation of 
ildigenoui wdU science (EPW, April 13) 
lU raised certain very crucial points as 
ggaids the internal logic of the project. The 
igunieat needs to be extended and expand- 
d because it has important theoretical, 
Mthodological and politicai implications of 
oncem to political theorists as well as to 
hOK of us who are engaged in comprehen- 
ling the post-colonial world. One issue that 
las come up repeatedly in at least my 
eaching and study of this world to the ap- 
iropriate theoretical tools that can be 
mploycd in this enquiry: whereas there is 
oncem, even scepticism, over ‘received 
ocial science methods and their relevance 
a our societies’, no genuine alternative 
eems to have emerged from the proponents 
>f indigenous social science^This brings the 
ntire question of universal vs particular 
ocial science to the centre of metho- 
loiogical debates. Theorists of indigenous 
ocial science hold that what passes off as 
universal’ social science is V^stern social 
ciencc, born out of the specific historical 
xperience of Europe and globalised by the 
olonial intervention and the structures of 
leo-colonialism. There is no gainsaying that 
he globalisation of capital has also globalis- 
d modes of enquiry originating in the West, 
'his was the particular case with the moder- 
lisation theory that pervaded academia and 
he centres of decision making in the Third 
Vorld in the immediate aftermath of iii- 
lependence. The point is, do we reject or 
elinquish theory because of its spatial 
irigins? In other words, do we assume that 
heories possess or do not possess certain 
iroperties only because they are the products 
if specific historical conditions? By this 
ogic Gandhism is peculiarly suited to be 
iractised only in India because it arose out 
if the Indian experience—when most libera- 
ion movements have acknowledged not only 
he inspiration provided by Gandhism but 
Iso its relevance for national liberation 
lolitics and for techniques of resistance. 
The point is that ali societies are sites for 
plurality of theories, each of them arising 
rom similar conditions and historical tra- 
ectories. Yiet as systems of representation. 
It thar preoccupations, in their prescriptions 
hey occupy different theoretical and 
lOiitical spaces. Each spatial setting then 
ccomes the terrain of contestation between 
heories claiming to represent reality in an 
uthentk fhshion. Marxism was born out of 
he same conditions as Liberalism, yet it 
merged as an antitheticid social science and 
irescribed antithetical political practices. 
Marxism could oqcui^ a radically different 


position because the questions it asked, the 
concerns it focused on, the problems it 
posed, the contradictions it brought to the 
centre of analysis were different; therefore, 
its solutions were distinctive. It interrogated 
and expanded existing theory and thereby 
effected a shift of the epistemological ter¬ 
rain. Theories are not distinguished solely 
by their spatial settings, but by their nor¬ 
mative structures and their concerns. The 
location of the practitioner 'in the same 
theoretical and normative space, irrespective 
of his/her spatial location, makes for univer¬ 
sality. Surely a radical feminist concerned 
about the triply oppressed dalit woman 
worker is as concerned about the woman 
worker in South Africa, oppressed by race, 
class and gender; and the Latin American 
woman worker similarly triply oppressed in 
the sweat shops of the USA. It is this shared 
concern, this perspective that locates a 
feminist in a radical tradition. Comparative 
political enquiry has shown us that if there 
is a universal human condition, it is that of 
domination and if there is a universal human 
reaction, it is that of resistance A theoretical 
tradition that raises these questions to the 
forefront of analysis makes for relevance and 
thus universality. 

Secondly, every theory has specific pro¬ 
perties as well as universal properties. The 
commonality of the questions raised, the 
problems addressed gives universality; the 
answers make for .specificity and for poli¬ 
tical practices relevant to that society. Mau, 
Cabral, Fanon, Machel were located in the 
Marxist tradition, yet the practices they 
prescribed for their soacties were distinctive 
The postulation of specific practices ap¬ 
propriate to their societies and their history 
were within the same epistemoiogical terrain. 
Marx’s concern foi emancipatory politics 
transcends the European origins of Marxism 
and makes it relevant to the human 
condition. 

Thirdly, the same critique Jhat queries the 
spatial setting of a theory should logically 
be extended to the location of the practi¬ 
tioner of that theory. Location not in the 
sense of socio-economic structures, but in 
terms of paiticular theoretical traditions 
Elitist intellectuals theorising their own 
societies from positions of distance are as 
far removed from the experiences of their 
people as are theorists in the West. Is the 
alternative to Western theory indigenous 
social science? Ou we assume'that one is able 
to theorise one’s own society in a better way? 
The link is tenuous at best. When we get 
theories that pay little reference to class 
struggles in their own societies, that do not 


take into account oppression, inequality, ex¬ 
ploitation, all we get is theory alienated from 
its context. 1\vo implications follow. 

First, the privileging of an indigenous 
social science, where national boundaries are 
used u> mark off intellectual boundaries, 
reinforces nationalist mythology at a time 
when nationalism is being de-fetishised as 
an artificial construct by poets, litterateurs 
and activists. When a social science project 
defines itself against a metropolitan one; 
then the central contradiction becomes 
national vs imperial displacing the central 
contradiction between capital and labour. 
The location of intellectuals waging war on 
all received concepts needs to be enquired 
into very carefully, before we accept 
indigenous theory as authentic, in terms of 
setting intellectual and political agendas. It 
can be also dangerous, as Sarah Joseph has 
pointed out, when it lapses into attacks on 
socialism, secularism and other 'universal* 
principles as Western and pseudo. 

The other point that makes me uneasy is 
the following: I wonder whether by 
postulating a specific social science, these 
practitioners are not opting out of theuic- 
tical engagement with hegemonic social 
science altogether. Niches have been secured 
for ’exotic theory’ coining from the so-calkd 
Third World and the process of the con¬ 
solidation of a hegemonic project cominuei. 
This IS indeed reverse Orientalism with a 
vengeance, with the difference that now it 
emanates from the post-colonial world. 
Epistemological terrains are shifted not 
through placement of the interrogator in 
other cultures, but through the process of 
an immanent critique, i e, through the 
ilicniaiisuiion ot the normative structures 
of the theory that should inform social and 
political practices, and through an examina¬ 
tion of the impediments that impede the 
realisation of those norms. Maybe we ought 
to re-read Marx’s critique of classical 
political economy to see how this can be 
done, if wc do not want to throw out cer¬ 
tain scry precious babies with the (cultural) 
bath-water. 
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POLYOLEFINS INDUSTRIES LIMITED, BOMBAY 


It is hcfclty notified for the information of the public that Myoieflm. Industries Limited Mafittlal C ernre Nariman Roim Bombay 
400 021, proposes to makt. an apfdiiation to the Central Government in the Department of < ompany Affairs New Delhi under 
Sub seition (2) of licstlon 22 of the Monoptdies and Restrictive Iradc Practices Act 1969 for approval to the csiablishmeni ol 
a new unit Brief particulars of the proposal are as under 


1 Name and address of Ihc applicant 
OrRanisaiion 

2 Capital Structun ot the applicant 
OiRanisatiun 


) Management structure ol the applicant 

organisation indicating the names of ihc Direc 
ton including Managing/W holt time Dirctiors 
and Manager if any 

1 Mr ArvindN Mafailal Chairman 

2 Mr HCi Janson 
4 Mr DM Bamti 
4 Mr G Krrmtr 

A Mr O Cron 
6 Mr N M Wagit 
t Mr S Jagannathan 
8 Mr Balkrishna Harivallahhdas 


PCMYOIFIINS INDl SIRIiS LIMIltD 
Mafailal < entre Nariman Point 
Bombay 100 021 

Authorised C apital 
Lquily 
Unclassified 
ItKal 

issued & Subscribed 
Fquity < apital 


Rs 

19 SO 28 SOO 
69 ’I 500 

20 (M) (Hi IMH) 

19 50 2H 5(M) 


9 Dr (i \ K R to 

10 Mr Hrishikcsh A Mafatlal 

11 Dr F Baltin 

12 Mr M S Paiwardhan 

15 Dr N M Dhuldhova Managing Dirt dor 
U Mr \ 1 Schmidt Dy Managing Dirtclor 
i5 Dr S N Sur lechnical Director 


4 Indicate whether the proposal relates to 
the establishment ot a nc« undertaking,or 
a new unitAlivision 

5 liKaiion of the new undertaking/unii 
div ision 


The Company has a Iciitr of intent tor manufacture of 5(HHI MIA 
of Polyatetals and 1250 MIA of Procisstd Polyaccul Products The 
< ompany desires for Increased rapaciiv to 10 000 MIA of 
Pirlyacctals and 25(K) MfA ol Processed Polyacctal Pttiducis 

I nil for the manufacture of Poiyacctals will be established at 
Randcri /agadia laluka Hharuch Dist (>u|arai State whereas Pro 
ctsstd Polyacetal Products will be manufactured at existing factors 
premises of Business I nil -Plasties Produtis at Akola Maharashtra 
State 


6 Capital structure of iht proposed undertaking 

'7 In ease the proposal relates to the production 
storage supply distribution marketing or 
control of any goodsAarticles indwatc 
i> Names of goudsAiriicles 


It) Proposed I icensed < apacity 

ill) bstimated Annual llirnmcr 

8 In ease the proposal relates to the 

provision of any services sutc the volume 
oi aetivits in terms of usual measures u h 
as value ineomt turnover etc 


Not applicable 


Manufaiturc of 

a) Polyaeeuls 

b) Processed Polsaertal Produeis 

a) 10 (MHI MIA ol Poly icculs 

b) 2 500 MFA ol Processed Polyaecul Produels 
Ks HOC rotes 

NOI APPIICABII 


9 Cost ol the Proicel Rs 11500 lacs 

10 Scheme ot Pininee induaiing ihc amounts Hie compiny pro|M)ses to meet the proytii cost as under 


to be nised freim caeh souret Rs/l ks 

Ftyuitv C apital/Pirilv Convertible Dehenluiis *'250 

Intemil Citneratiein 5(i25 

C omnureiil Horr iwings/loreign I sell iny,( 

Loan/Supplie r s C adit _ 56^ 

ftyiAl It 5(H) 

tkeirking C apit il 950 


Any person interested in the matter mas mcke a represent ition in quadrupiKate lo the Seiteiarv Deparimem ol C ompanv 
Affairs Crovernment of India Shasiri Bhavan New Delhi wilhin Is divs Irom the date oi peihl ition oi this Nonce intimating 
hts views on the proposal end indicating ihe nature ol Ins interest therein 

ponol I HNS INDl SIRIbS IIMITED 

Sd/ 

PJ DFSAI 

Dated this 24ih day of Mas 1991 Sfcc RETARS 
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Though dato-collection in social anthropology may seem to 
be a mechanical work of skUl, each of its steps is conditioned 
by the paradigmatic axis occupied by the ethnographer Hence 
the distinction between anthrcHiologist as pilgrim and as 
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Prescrijption for Misery ( Expendable Tribalh 


Opening up the economy to 
international capital and competition 
ic not the solution to India's 
economic problems li is a solution 
which has a powerful appeal to the 
affluent 100 million Indians, but it is 
also a solution which will lead to 
external bankruptcy, sudden deep 
recession (and consequent 
unemployment) and misery 
to the rest of the 710 million 
Indians 1369 


Flawed Win 

The Nepali Congress has won a 
convincing majority in the leccnt 
parliamentary elections, but its 
near-total debacle in ihe Kathmandu 
valley has rocked the party's 
collective leadership 137.'> 


Perverse Passions 

Raiiv Gandhi's gory death is of a 
piece This nation, if it can still be 
called that, is tearing itself apart 
and with a ghastly application 
of passion 1373 


More Hian a Label? 

Is the 'new world order’ a 
euphemism for I^x Americana oi a 
real attempt to reshape the world 
order towards a more equitable, 
more co-operative and more 
progressive system’ 1389 


NRI at Home 

Non-resident Indians in business or 
services while working in other 
countries, are second to none in 
efficiency, but in thar own country 
they ate usually frustrated by the 
too late, too httle’ syndrome 1393 


Slow Death 

Seven girls have died of n^lect in 
the last one year in the Maharashtra 
government's school for mentally 
lecarded girli inSirur, near Pune^ 
the only such mstitution in 
the Stole UM 


The tribal village ol Hadmatiya in 
Udaipur districi m Rajasthan was 
the vtetira of a brutal police assault 
in Apiil 1990 Lleven months later, 
in this March, Ihe village wav 
attacked again These organised 
assaults reflect the social tensions 
generaid by a process of 
development that has perpetuated 
the iiibals deprivation and 
dependence 1379 

The faic rtf the KocI Karo project 
should be a lesson lhai the process 
of uprooting iribals m Ihe name 
at development eannoi 
eoniinuc foi tong 1385 


WonienV Labour in 
Japan 

hat has been women s historical 
soniiibutioii irt ihc mdustnalisaiion 
ol Japan' How does Japanese 
capital cfsewherc m Asia engage 
women to facilitaie its 
internaiional otfensivc' 14I.5 


Foil Play 


The intiuence ol caste af filiation m 
the scleeiion of candidates bv ihe 
principal poliiical parlies in Bihar 
confirms that representative politics 
in Ihe State has strengthened 
Ihc caste system instead of 
Weakening it 1376 

The sympathy wave that the 
a<sassmation of Rajiv Gandhi is 
expected lo generate is unlikely lo 
reach the north east and. even if it 
does IS unitkelv lo subsumially 
afleei the voting pattern 
there 1383 

An aspect of election violence that 
has been ignored is the extent to 
which such violence is directed 
against the weaker sections of society 
and candidates who genuinely 
represent the aapiraiiont of these 
sections A case ui point »the 
Kanmnagar Lok Sabha consuiuency 
in Andhra Pradesh 1378 
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Article 356 

(. HAVE read with interest S Ouluui't 
nttoinder (May 11) to your editorial com¬ 
ment (Ap^ 6) on Artkie 3S6.1 feel he 
should have paid more attention to the 
points at issue before ^tting 'dismayed' 
as he professes to haw been. The very first 
panvtaph of the commoit naib down fre¬ 
quent misuses of the Article and demands 
that it must stop. 

The main focus of the ctmunent. as 1 
undentood it, is on the contradiction bet¬ 
ween the position of Jyoti Basu and 
M Kaninanidhi who demutd the abroga¬ 
tion of Article 3S6 and their comiades and 
cc^eagues who demand the of 

the Chautala government, obviously 
unckr the same Article. Ouhan has diosen 
to overlook this discordance between the 
spokespersons of the tame camp and, in¬ 
deed, of the same party. Guhan’s analogy 
between Chandra Shekhar and Chautala 
does not hold at all: while CSiandni 
Shekhar himself tendered his resignation, 
Chautala refused to do so even when 
akked by the governor in to many words. 

The poinu at issue arising from this 
imbroglio is whether the presid«it on his 
own can ditmiu an incumbent cabinet 
The present Indian Constitution does not 
give this power to the president in relation 
to the U^on government, though he has 
the same powers vis-a-va State govern¬ 
ments. Apart from many political and 
constitutional justifications for this pro¬ 
vision that one can dte in a longer arti¬ 
cle, one sutaiits only one paramount 
justification for this, namely, in view of 
the multiplicity of parties with diverse, 
sometimes perverse, political inclinations 
coming to hold office in different Sutes, 
it is vital for the security and well-being 
of the people to give the president this 
power; otherwise there is no remedy to a 
situation when a State government having 
come to office (possibly with less than a 
plurality of mass votes) encourages or 
overlooks violent attacks on a community 
of people; apart from many other con¬ 
ceivable contingencies. 

Ouhan’s abstract declamation about the 
sovereignty of the people and their 
lepresentation both m parliament and the 
State Icfitlatuie is without substance. 
Unlike some other historical cases, in 
India power was not secured by the people 
by asserting their sovemgnty, but was 
handed over by the British rulers to their 
chosen Indian leaders and a handpicked 
Co n s t it u ent Assembly who subsequently 
framed and adopted a Constitution 
largely modelled on the British parlia¬ 
ment’s Oovernment of India Act of 1933. 


rji • ■ 


The statement that opposition tothede- 
mand of self-determioation of the States 
implies the Centre's right to dismiss a 
delinquent State rtventmem on proven 
charges of misdeeds Is not exactly the 
same thing as Ouhan’s Citation of it that 
*>00 have also suggested that unless the 
Coitre has the powers to dismiss State 
governments, self-determination might 
have to be yielded to the States”. 

You had correctly said that in the case 
of any mala fide or misconceived use of 
Article 336 by the Centre; "puUk opinion 
will have to uke care of that and force the 
Centre to make amoids as was done once 
in the case of Andhra Pradesh”. 

Ain Roy 

Calcutta 

THbals Protest against 
Subamarekha Dam 

MAY 13 was not an ordinary day for the 
town Chaibasa in the Singhbhum district 
of Bihar. Although various political par¬ 
ties were organising rallies, me^ings in 
support of their candidates in the forth¬ 
coming general elections, on this day this 
town witnessed a different rally. This rally 
was organised against the arrest of social 
activist, Kumar Chandra Mardi, and 430 
tribals when they protested against the 
destructive development project, the 
Subarnarekha dam. Despite pobce repres¬ 
sion, a crowd of 700 people, majority of 
them women and children, turned up in 
this town to protest against their threaten¬ 
ed displacement due to the upcoming 
SubaniarekhB dam at Icha which has been 


cleared by the Planniiig (^ommisaion and 
Ministry of Environment 
The response of die local admlnlitia- 
tion to' the rally was negative. The 
authorides cuitaUed the peopM par- 
tidpadon in the rally by addiig all the 
vehicles coming from the viOagaa. Thns 
all those who attended the nUy tnmdioil 
by foot at least 20 km in dw scorching 
heat A large processkm was carried out 
in the town condemning the poike arrest 
and shoudng slogans. As the processkm 
went past the local jail where many of 
arrested peopk were rtill lodged, the ar¬ 
rested people also raised slogans in the 
jail. The procession culminated at die 
Gandhi Maidan where a publk meeting 
was organised. This meeting was address¬ 
ed many grassroots acdon groups and 

human rights groups and movements 
from the country. They indude Narmada 
Bachao Andolari, Chatra Yiiva Sangharsh 
Vahini, Bhartiya Jan Andolan, Visthapit 
Mukti Morcha, All Jharkhand Students 
Union, Kolhan Raksha Sangh, lahnatia 
Bachao Andolan and Lok Jagrit Kendra. 
All the speakers condetruied the illegal a^ 
rest of tribals and demanded their im¬ 
mediate release. They also critidsed the 
State government for going ahead with the 
project without seeking the permisskm of 
the affected people whose livelihood feat 
stake. The people took a pledge to fight 
against the Subarnarekha dam project 
which IS being carried out in the name of 
development to satisfy big industries and 
elithst consumerism 

Kavauit Sinoh 

Delhi 
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Dubious Exercise 


O STENSIBLY prepared “m the suggestion of the govniunent 
of India”, a World Bank document. Strategy for Thtde 
Rgfbrm, Ittdta, has been making the rounds for the past some 
weeks The document IS supposed to have reviewed recent trends 
in India’s external trade and related macro-economic policies 
and suggested a strategy of trade reform backed by appropriate 
macro-economic policy measures 
On the basis of econometric simulation exercises, the World 
Bank comes to the conclusion that economic liberalisation in 
India m the 80s led to an accelerated growth of manufacturing 
output and exports However, it exonerates altogether the 
liberalisation of imports of all blame for the worsening of the 
country’s balance of payments position lb quote “Econometnc 
simulation expenments reveal that this [deterioration of the 
balance of payments] was largely the consequence of inconsis 
tent macro-economic pobcies, specifically the appieaation of 
the exchange rate in the early 1980s and the rapid growth of 
domestic demand led by the growing Fiscal deficit fuelled by the 
growth in government consumption expenditures” 

It is not clear what exactly was the sort of information that 
was fed into the econometnc expenments to have yielded the 
son of results mentioned, but serious doubts do anse about the 
objectivity and veracity of th^ reponed exercises For, if there 
IS one single factor that has caused the imbalance in the coun 
try’s payments position, it is none other than the enormous 
escalation in impons, an escalation that cannot be explained 
by either the exchange rate or the fiscal policy changes during 
the penod In fact the worst phase of trade and current account 
gaps was witnessed only dunng the second half of the 80s when 
exchange depreaation was rapid (between 198S and 1990 the 
depreciation of the rupee against the SDR was of the order of 
over 70 per cent) Also, the budgetary deficit as a proportion 
of GDP during this penod was only maivnally higher than in 
the first half of the decade One is ieft with the strong impres¬ 
sion, at the end, that the World Bank exercise was meant to uke 
advantage of the country’s difficult payments position to foist 
its own well known package of policy measures on the Indian 
government and the so-called econometric simulation 
expenments were a mere facade 
The package of trade reform measures which the World Bank 
envisages for India, whether it is earned through in two phases 
or a( one go, concentrates particularly on freeing the impon of 
capital and mtermediate goods If it is to be implemented in 
two phases, then the proposed reform programme would first 
eliminate non-tanff bamers (QRs) on capital and intermediate 
goods and reduce the average tanff on them to 30 per cent, if 
h 18 to be unplemented straightawsv, then the programme en¬ 
visages eliminating all QRs andieduang the average tanff rate 
to 20 per cent. Under the phi^ scenario, the World Bank 
acknowledges, a short-term deebne could take place of almost 
< par cent m output of capital goods and of 2 per cent m that 
of iaiennediate goods, the dechne in output is estimated at twice 
as mveh for capital goods and thrice as much for intermedute 


goods if the progrwnme is takes up for immediate implementa¬ 
tion The World Bank is quite explicit that the ca|Htal and 
intermediate goods sectors will be adversely affect^ by the 
reform measures it proposes Nor are any tears wasted on the 
sub-sectors likely to be hit the hardest, e g, machinery, metab 
and chemicals, because “these sub-sectors have the greatest in¬ 
efficiencies and are more protected by the existing trade r^uMf, 
ds the World Bank document puts it 
Let us now see what the proposed trade reform package im¬ 
plies for the structure of the country’s economy The capital 
goods sub-sector has, as the World Bwk itself notes, {dayud a 
central role in India's industnal development policy whidi “iden¬ 
tified the sub-sector as strategic for economic self-sufficiency” 
and by the beginning of the 1980s “India had reached a self 
sufficiency rate of 85 per cent”, measured as the percentage Of 
total investment in machinery and equipment not met out of 
capiul goods imports However, after the government decided 
to dilute Its policy of planned industrialisation and to go ui for 
the sp called liberalisation in the late 1970s, capital goods un¬ 
ports have been on the increase Indeed, not only has capital 
goods import increased markedly as a proportion of the coun¬ 
try’s total import bill (the increase was from 13 per cent In 
1980 81 to 25 per cent in \W9-90) but also the inemse m an¬ 
nual capiul goods imports dunng this period accounted tor 
almost 87 per cent of the trade deficit in the ternunal year It 
should also be noted that capital goods imports more than 
doubled dunng a period of four years, 1986-87 to 1989-90. Of 
course, during same period other non-bulk imports increased 
by two-and-a-half times and these are mainly raw materials and 
components, almost half of them supposed to be eqwit-rdated 
Items and the other half accounted for by all manner of nfw 
industnes catenng to upper class consumensm which came up 
in the 80s So what we are faang today is nothing but the direct 
consequence of the liberalisation policies pursued over the past 
10-15 years, particularly since the mid-80s The World Bank is 
being less than honest when it asserts that “relaxation of un¬ 
port controls has not been responsible for the detenomtion of 
India’s balance of payments during the 80$” 

Far worse is the Bank's attempt to force on the country a 
package of measures which is a total reversal of its tndustrild 
policy of attaining self-suffiaency m certain critical areas, parti¬ 
cularly in the capital goods sector Indeed the Bank’s own 
calculations clearly show that our capital goods sector will not 
only not expand if the reform package is accepted for impkiaen- 
ution, but will in fact start declining, possibly much faster dian 
the Bank has reluctantly conceded It has to be remembered hi 
this context that the Indian capital goods industry has been dUe 
to keep Its head above water, particularly m the medianicBl and 
electnad and allied Fields, under very difFicult conditions (some 
of which though may have been self-uiflicted) But once the 
industry IS exposed to the penetration of imports on a scale ewn 
larger thui in the recent past, as the Bank’s reform propamme 
clearly envisages, the decline is bound to be precipitous. 
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Sliades of 19»4 

TI^ hanger strike undertaken by 
N T Rama Rao to protest against the 
damage to property in Hyderabad in the 
immediate aftermath of Rejiv Gandhi’s 
assassination is cmtainly a well timed 
theatrical gesture aimed at generating 
political support for the Iblugu Desam 
ftrty (TOP), just as the Congiess(I)’s 
engineering of the post-assassination 
violence was an equally well orchestrated 
move to seize the political initiative by 
physical intimidating the opposition. 
Within three hours of Rajiv Gandhi’s 
killing, according to reports, truck-loads 
of people led by Sudhir Kumar, son of 
Shiv Shankar, arid M Mukesh, both Con- 
gressfl) MLAs, went about datruging pro¬ 
perty, particularly that belonging to TOP 
membm. Since, for example, cinema 
halls belonging to N T Rama Rao were 
destroyed or damaged while those belong¬ 
ing to T Subba Rami Reddy, a Congress(i) 
functionary, were left untouched, suspi¬ 
cion must automatically fall on the Con¬ 
gress even if Sudhir Khar’s claims of 
innocence are accepted. 

Through all the violence the police ap¬ 
pears to have done nothing and, as if to 
legitimise this inaction, for a full week 
thereafter the police failed to book a single 
case. And to sanction this apathy, chief 
minister N Janardhan Reddy claimed on 
May 23 that he had only ‘heard’ of the 
attacks on property. It took a memo 
from the director general of police to 
the Hyderabad police coirunissioner seek¬ 
ing an account of Uk action taken against 
the offenders before the police began 
to move. 

Rarrw Rao’s fast in support of the de¬ 
mand for full compensation for those 
whose property had been damaged and 
arrest of the culprits including Congressfl) 
leaders has seriously embarrassed the 
Janardhan Reddy government. The 
cabinet initially dismissed the demand for 
fttll compensation as being unreasonable 
and one that would set a ‘bad precedent', 
while the issue of arresting the guilty was 
dee m e d to have been automatically taken 
one of by the setting up of the judictai 
commission to inquire into the violence, 
which was announced on May 29, 
i % seven days after the violence began. 
But os the fast continued and a team of 
doctms described Rama Rao's condition 
as ‘deteriorating’, the State government 
found itself in a quandary. With Rama 
Rao all set to extract the maximum 
mileage, the government was compelled 
to be seen to doing somediing without at 
the tome time conceding the demands. 

But even in its attempt to call Rama 
Rao% Muff the government quite clearly 


bungled. HavMi titiiMt hfau on the 
charge of ottenqrtimwiddc; the govem- 
ment mysteriously announced his release 
on bail whereupon the doctors in the 
intensive care uiA of Mzom’s Institute of 
Medical Sciences leftised to force-feed 
him. This compdied the government to 
change its mind and iumounce that he was 
still under arrest. 

Whether or not any benefit accrues to 
the TDP on account of Rama Rao’s 
histrionics, it is clear that the violence and 
the attention drawn to the Congressflj’s 
role in it will have gone some way in 
arresting whatever incipient sympathy 
wave was building up. The government’s 
lack of sincerity in the little it has done 
by way of corrective action is quite ob¬ 
vious. All that has eventually resulted is 
the institution of a commission of inquiry. 
If the fate of the earlier commission 
investigating the December 1990 com¬ 
munal riots in Hyderabad is anything to 
go buy, judicial commission now set up 
is very likely to achieve nothing. 

CAPITAL FLIGHT 

Swiss Collusion 

THE Swiss embassy in Delhi has recently 
come out with a statement defending the 
country’s banking system against charges 
that it protected ^onymous’ deposits 
through ‘numbered accounts’. The em¬ 
bassy’s attempts at clarifying the mysteries 
of one of the most well kept secrets of 
international underhand transactions are 
laudable, particularly at a time when the 
Bofors scandal in India has set off 
inquiries into its Swiss bank connections 
But the clarifications are far from 
satisfactory. 

The embassy statement (which came in 
the wake of some press reports about 
changes in Swiss banking laws) makes it 
clear that the “well known principle of 
privacy in financial matters” still remains 
firmly entrenched. The change that has 
been made—not by any legislation, but by 
a decision “taken by the Swiss federal 
banking commission’—merely makes it 
obligatory for the lawyer or notary who 
places funds of a client in a Swiss bank 
to disclose the identity of the client. The 
name of the client will be known to 
selected members of the bank manage¬ 
ment only. Under the prevalent norms of 
‘banking secrecy’, Swiss / banks, the 
embassy statement makes it plear, may not 
“divulge to third parties a;ny data con¬ 
nected with clients and their banking tran¬ 
sactions, unless the client himself or a 
competent authority acting in public 
interest has ordered the bank to do so”. 

Thus, the Swiss banks continue to 
maintain the secret arran^ments with 


iflg ofcdiiiinal pioeeediflii qgaitiit fficRki 
transfer of funds from Hmtl WnUoatia- 
tries to tireie hanks. Switzerland hoi pro¬ 
vided the Mfest haven for flight capRid, 
with its bulks offering shdter fu therfdi 
who want to evade taxes. Acoonfing to one 
estimate, privately owned funds transfer¬ 
red to Switzerland from the Thiid Wsrid 
are estimated at 2K) billion Swin fiunci 
(US $ 160 billion). This consdtutes a 
quarter of the total amount of flight 
capital from the Third World, the rest 
inesumably getting tratufetred in the fbtm 
of secret dealings in countries sudi as 
I^ama, the Cayman Islands and Luxem¬ 
bourg, where laws are less stringent. The 
major part of these privately-owned usets 
in the Swiss banks consist of ftigitive 
funds (guilty of tax evasion or currency 
offences). Apart from providing the cor¬ 
rupt elite of Third World countries with 
a .sort of life insurance in the form of these 
accounts abroad, the Swiss banks are 
doing their bit alongwith their Western 
compatriots to contributing to the increas¬ 
ing poverty of the population of the Third 
World. For, the debt crisis of the Third 
World is caused to a large extent by the 
flight of funds. According to an estimate 
made by Swiss NGOs, roughly half the 
amount of the accumulated debt of Third 
World countries has been transferred to 
foreign bank daxiunts which are privately 
owned 

While the Swiss banks protect the Third 
World elite, the banks themselves are pro¬ 
tected by Swiss legislation. Swiss laws 
admit the acceptance of funds that may 
be fraudulently transferred from abroad, 
it IS left to a voluntary agreement by the 
banks to take precautions. Even after 
fund.s of criminal origin are detected. 
Switzerland rarely grants international 
legal assistance for prosecution. Several 
conventions of the Council of Eun^ for 
the prevention of the flight of capital have 
not ye: been signed by Switzerland. The 
dispute over the accounts kept by the 
Filipino dictator Marcos, as well as, nearer 
home, our futile inquiries about similar 
secret accounts retained in Swiss banks by 
Indians involved in the Bofon scandal go 
to show that Swiss banks and lowyen eon 
delay procedures of legal prosecution 
thanks to the unlimited possibilitiei of 
peal (by their clients) granted under Swiss 
legislation. 

TWo Swiss NGOs—the Erklaning von 
Bern ('feclaration of Berne Group) 
and Aktion Finanzplau Schwdiz-Etritte 
Welt (Action Group Finandal Centre; 
Switzerland-Third IX^Id)—have started a 
campaign demanding changes in Swiss 
laws to put an end to the nefinknis prac¬ 
tice of depositing fi^ve funds from 
abroad in secret accounts in Swiss hanks. 
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itiation to'such uootinti do not uke 
kmger tban six months and the right to 
apfwal is restricted. They also want the 
banks to be bound by laws that take into 
account illegal flight of capital from 
abroad as w^ as changes in the banking 
system so that nmmcial statements are 
published by the banks with regard to 
mejor transactions and administraaon of 
assets, including a list of the countries of 
origin of the administered assets 

ELECTIONS 

Avoidable Contretemps 

IN keei^ with its by now well establish¬ 
ed penchant for actmg in excess of its 
competence, the Election Commission 
(EC) has countermanded elections to the 
Patna and Pumea parliamentary const! 
tuencks m Bihar In the )3 other Lok 
Sabha constituencies m Bihar where elec¬ 
tions were completed in the First round of 
polling, the commission has ordered 
repoilingm 600 polhng booths Questions 
ateut rhe propriety of the commission’s 
action and hence the credibility of its 
motives have been raised by the violation 
of the prescribed procedural norms 
Unquestionably, the EC is empowered 
to countermand elections But in this 
particular instance the EC has proceeded 
umlaterally and, it is now evident, without 
the benefit of substantiaung proof pro 
vided by agenr les officially charged with 
doing so Further, it has not escaped at 
tention that only two constituent les in a 
State—or for that matter an entire belt 
covering several Stales- that has 
developed more and more innovative 
methods of rigging elections have been 
singled out for drasiit action 
It IS the claim in its letter to the 
State election office that the decision to 
countermand the elections in Patna and 
Purnea was based on the reports received 
from the State government, the chief elec 
total ofFicers, the returning officers and 
the observers But the Bihar government 
has clarified that neither was its opinion 
sought nor had it submitted any report 
recommending countermanding of the 
polls According 'o the State chief 
seaUtary, Kamla Prasad, the leturmng of¬ 
ficer in Itatna had suggested repolling in 
only 26 booths The chief electoral 
offiixn had not subnutted adverse reports 
while the central observers deputed the 
EC had in fact expressed their ‘satisfac¬ 
tion’ with the conduct of the poll Even 
the Congress(I) and the BJP had re¬ 
queued tepoll in only SO to 60 booths 
On the other hand, reports of wide- 
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OopdgaiM. SSwin. Ranehli AnWi and 
Jehanabad, but the BCt et^uisiasm for 
curMng elect(»al malpiactioei does not 
appear to have extended to these consu- 
tuendes. Artah, which returned an IPF 
nominee to the ninth Lok Sabha, is 
reported to have been virtually overrun by 
tlw henchmen of Sunj Deo Singh, the 
Dhanbad Mafia chief and acknowledged 
croiiy of prime niinister CSumifaa Shekhar, 
and by ‘sluksha’ mafia chief Ram Lakhan 
Singh Yhdav's supporters. 

The moves by the EC seem of a piece 
with Its earlier conduct on the Home 
Guards issue On that occasion too it 
chose to set itself above the Constitution 
and abrogate what httte feiterabsm still 
obtains under it Law and order and 
deployment of the police and other forces 
are explicitly Sute subjects, but the EC 
chose to forbid the use of Home Guards 
by the Bihar government for secunty 
duties for the elections What has lent an 
added edge of controversy to the EC’s ac¬ 
tions and decisions is the peculiar cir¬ 
cumstances of the Chief Election Com¬ 
missioner’s appointment to the post and 
the fact that he has not tried particularly 
hard to conceal his own political 
preferences 


HEAITH 

Farce of Drug Control 

FOR sometime now, an ayurvedic drug 
called ‘Select’, which the manufacturers 
claim can alter the sex of the foetus, has 
been marketed openly fhe manufacturers 
have given little evidence of the drug s 
efficacy nor of any tnals which have been 
conducted And yet the drug had been 
licensed for oroduction by the drug control 
authonties Scnnetime back the government 
withdrew permission for the manufacture 
of the drug but, as usual, did nothing to 
slop Its actual sale As has been pointed 
out for other drugs which have received 
such treatment, there can be no reason foi 
allowing the sale of a drug which has been 
banned either for lack of proof of elfec 
tivity or because it has been held to be 
hazardous or for any other reason which 
the authorities have been fit to accept 
‘Select’ continues to be sold on the basis 
of marketing literature for medical piu 
fessionais which contains claims such as 
that “it supports family planning’’, it con 
tnbutes to “social reform of dowry 
system—in case of more girls in the socie 
ty”. It “protects women’s health by preven¬ 
ting frequent pregnancies’’, it “gives 
satisfaction and fulfilment of lasting 
desire to the couple in having a male 
issue” because “in the absence of a son, 
the family’s dynasty comes to a close” 
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parents crave for a nude hsaef’. 

While the licensing, lafety and efficacy 
of ayurvedic drugs has been a contentious 
issue for sometime now, surely there can 
be no two opinions about preventing this 
sort of drug-pushing? 

BANGLADESH 

Inevitable Intrusion 

THE arnvai of the US marines to 
facilitate relief operations m Bangladesh 
has, not surprisingly, given rise to protests 
both withm Banglateh and by the Indian 
government. This poses two questions: 
One whether, had It wanted tOb Bangladedi 
was in a position to refuse the offer of 
humanpowrr, even if clad in military 
umform’’ IWob what could have been done 
to make such ‘intervention’, albeit for a 
particular purpose and for a short time; 
unnecessary*’ 

With the deaths due to the cyclone now 
ofFicuUly estimated to be 148,000, with 
some four million displaced and with the 
Finanaal magmtude of the direa damage 
put at 300 crore taka, Bangladesh could 
hardly have been able to cope with the 
danger alone Most importantly, several 
reports point to the fact that it was not 
only the material aid such as food, shehei; 
etc, which was urgently required, but also 
the administrative structures on the 
ground required to see that these were 
distributed where and when necessary. 
There have been several reports, too many 
to be Ignored, of utter lack of organisa¬ 
tion even to receive the matenai bang sent 
to Bangladesh by various agencies, leave 
alone distribute them Moreover, there is 
the question of transport, in a region 
where most oi all roads have been wiped 
out and the geographical features have 
been rearranged, what is required is air 
transport Bangladesh has only a depleted 
air strength of anv kind, leave alone any 
multipurpose helicopters And, most of 
all, there simply is no trained contingent 
within or outside the military to under¬ 
take the relief operations which are 
urgently required given that there have 
been widespread reports of increasing 
diairhoea deaths and of starvation 

It IS, of course, well within the realm 
of possibility that, despite the memoran¬ 
dum of understanding which has been 
made public, the arrival of the US task 
foicc in Bangladesh is attached to quite 
another set of agreements, technical, 
economic and political, which will make 
for a ‘U S foothold’m Bangladesh, as the 
Indian government has put it But the 
point IS, how could a country like 
Bangladesh have avoided thu situmkm? 
India’s contribution of R$ 10 crorti three 
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MdMilfs tjinikr offiers, wh^ 
doubt badly needed can baidiy make up 
of the lack of trained penonnd in the 
cyclone ravaged areas. And the extent of 
SAARC help will probably be the release 
of the emergency iloe quotas from the 
supplies set up recently. 

There is obviously little that can be 
done to prevent or control cyclones. The 
solution lies in disaster prep a redness and 
just how crucial this sort of planning is 
was in fact demonstrated in the recent 
cyclone: AfUr the 1970 disaster, which is 
estimated to have caused even greater 
havoc than the present oncv agencies 
working in these areas had put up cyclone 
shelters. The few that h^ bm well- 
maintained and standing have served to 
save hundreds of lives. Each of these 
however, not only costs something like 
S 100,000 but requites close supervision 
during construction and good quality 
nutoials. An estimated 3,300 such struc¬ 
tures ate requited. Conceivably Indian 
financial and technical know how can 
assist in evolving low cost appropriate 
models and in building them. 

Clearly it is here that regional alliances 
can be of real value—in setting up 
mechanisms for making emergency 
assistance available at diort notice which 
would include money, material and 
spedalised and trained humanpower. In 
addition, the cyclone disaster also points 
to the urgent n^ to view such resources 
as river waters mote in terms of regional 
and not national interests. Flood control 
of the Ganga and the Brahmaputra in 
Bangladesh can be facilitated by resolv¬ 
ing the long pending dispute over on river 
waters between the two countries. 
Without the strengthening of mutually 
beheflcial intra-iegionai links, third world 
muntries like Bangladesh will always be 
I target of imperialist intervention in one 
guise or the other. 

PAKISTAN 

Press Pointers 

LAST month prime minister Nawaz 
Sharif at a government-sponsored seminar 
on the media threatened that newspapers 
which sought to “sabotage" his efforts 
wd continued to be “irresponsible and 
lensatioiudist" would have to face the 
withdrawal of all government adver- 
isements. That the prime minister should 
hink nothing of issuing such a threat is 
I comment on the fact that the PakisUni 
;>ress is far from being Tree and indepcn- 
knt’ even in the limited sense in which 
hese terms are used in India. At the same 
ime; the fact that the prime minister’s 
itatement has led to a spate of criticism 
‘nnn the press is a sign that Sharif may 
lot be able to make such comments with 
mpunity in time to come. 

Many commentators on the press, in- 
iludipg some prominent newspersons have 


the niark with Ui otitSdim of the press 
. but not for the letaons he based his com¬ 
ments on. Quite the tqiposlte in fact. In 
a recent issue of TheFHday Tbtm they 
point out that then has been an increas¬ 
ing tenden^ for newspqiers, especially 
the smaller ones, to become party or 
government mouthpieces. H^e^ with 
this has been the other growing trend— 
of violence against presspersons. In 
March, for instance; a senior journalist of 
the Dawn group, Zafsr Abbas, and his 
two brothers were mercilessly beaten up 
by goons of the Mohajir Quami Mohaz 
(MQM). They forced a ’boycott’ of the 
newspaper by harassing its vendors, and 
distributors, leading to a temporary clos¬ 
ing down of the papdr because it could 
not give protection to its staff. The Sharif 
government limited itself to issuing 
telegrams to the Sindh government and 
sending flowers to Abbas. Publication was 
resum^ only after a joint delegation of 
the Council of Newspapers Editors 
(CONE) and the All-Ihkistan Newspapers 
Society (APNS) called on the MQM 
leader and' reportedly arrived at an 
understanding. But even this was deli¬ 
berately misieported by some newspapers 
as Arwn having apologised for its mis¬ 
demeanours. Apparently viotence against 
the press by political parties is on the in¬ 
crease and the government is happy not 
to intervene. Another phenomenon has 
been the spurt in newspapers which 
specialise in sensational, hot-selling and 
speculative n^rting, some of the last of 
course being because of lack of reliable 
information from the government. 

It is true that none of these are features 
of the Rskistani press eiclusiveiy. They are 
to be seen on the Indian press scene as 
well. The difference is that there is a 
substantial section of the ‘responsible’ 
press here which has matured as a ’free’ 
press. This is especially true after the 
Emergency period. In I^kistan long years 
of muzzl^ existence has meant that the 


press has attracted little talent or interest. 
For another, it is likely that what is 
defined as ‘interference with press 
freedom’ may not be as ngid there as it 
IS in, say, India. 

In the meanwhile Sharifs comments 
have raised the question of whether there 
will be a reintroduction of curbs on the 
press. As The Friday Times editorial 
points out. this will hardly be to the 
advantage of Sharif. Bar one thing, a ‘free' 
press IS necessary to ensure the revival of 
democratic institutions—something which 
is necessary for the Sharif government if 
it has to maintain a posture independent 
of the army. Second!); Sharirk libenlisation 
plans miv well suffer in the absence of free 
access to all sorts of information which 
can be engendered fay a ‘free’ press. Given 
this Nawas Sharif will perhaps be looking 
over his shoulder when he next threatens 
the press with an advertisement squeeze. 


TWENTY YEARS AGO 

BPIV, June 5. 1971 

Watching the first reactions to Ms 
budget in parliament and outside; the 
nnance minister can .well argue that if, 
as some of his critics have averred, his 
tax proposals betrayed conventional 
thinking, much of the critidsm of than 
has not been exactly distinguislied for its 
freshness. One group of critics, with the 
spokesmen of the Leftist parties as usual 
vociferous, have taken the toamod nuof 
line: It is a measure of how the finance 
minister has been on the whole sparing 
of the ‘common man‘ this year that the 
proponents of this line have had to dutch 
at the excise duty on maida. Whether or 
not this IS a terrible blow at tiw tommon 
man’, it is about time it was realised that 
no amount of soaking the ‘rich’ (where 
does one draw the line?) will yield 
resources on any scale necessary for 
development. The other line of critidnn 
has been that the budget hits at saving 
and investment. This argument, again, 
can be carried too far. Of course, there 
has to be differential tax treatment of 
income spent and income saved. But 
beyond a point the erosion of the pro- 
gressivencss ot taxation implicit in the 
encouragement of saving must defeat the 
egalitarian ends of fiscal policy. The in¬ 
centives which already exist are enough 
to make il possible for even those in the 
middle tax brackets to provide ample 
nest-eggs for themselves and their pro¬ 
geny, at the expense substantially of the 
government. In compai^ taxation, en¬ 
couraged by the advance indications of 
an upswing in corporate investment, the 
linance minister has in the budget 
moderated some of the so-called incen¬ 
tives available till now. The rngjor 
criticism ot these incentives was that they 
wetc sufficiently undiscriminating and, 
therefore, served to effect a more or less 
across-the-board lowering of the effec¬ 
tive rate of corporate taxation to substan¬ 
tially below the nominal rates. However, 
the scaling down of the incentives pro¬ 
posed in the budget is equally undiscri¬ 
minating and IS, therefore, open to the 
same criticism of lack of selectivity. 

WWW 

In fact, this criticism is applicable not 
merely to the corporate taxation pro¬ 
posals but to the budget’s tax measures 
as a whole. The Finance Minister does 
say in his budget speech that “fiscal 
policy . is not a matter simply, or even 
pnmarily, of raising resources to meet the 
inescai»bie demands on the national ex¬ 
chequer", but what one misses in the 
budget IS precisely the attempt to use 
fiscal instruments to selectively influence 
the level and direction of economic 
activity. 
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Higher Profit Despite Lower Sales 


Kumana Pola 

COROMANDEL FERTILISERS’ net 
sales weie nominally down during the year 
ended September 30, 1990 to Rs 177.64 
croie fhitn Rs 193.63 crore during the 
preceding year. However, there was signifi¬ 
cant improvement in profitability as a 
resuh of various steps taken to raise effi¬ 
ciency in the fertiliser division and reduce 
losses in the cement division. The com¬ 
pany achieved the doubling of operating 
profits to Rs 30.77 aore. The net loss of 
Rs 6.% crore during 1988-89 was con¬ 
verted into a net profit of Rs 10.50 crore 
during the latest year. 

Fertiliser production amounted ‘to 
3,61,246 tonnes in terms of nutrients 
N and P during 1989-90 compared to 
3,26,732 tonnes in the preceding year. 
Sales of fertilisers were 3,59,720 tonnes as 
against 3,26,561 tonnes in the preceding 
year. In the cement division, the produc¬ 
tion of clinker was 7,24,447 tonnes in 
1989-90 compared to 7,14,183 tonnes in 
the preceding year. The company sold 
^,75,255 tonnes as against 7,58,7% ton¬ 
nes in 1988-89 which included 58,000 
tonnes in the levy category. 

From a negative 3.29 per cent, the 
overall return on investment showed a 
substantial improvement to 5.13 per cent 
in 1989-90. Foremost among the factors 
contributing to this change was the im¬ 
provement in the net profit margin on 
sales from a negative 3.59 per cent in 
1988-89 to 5.91 per cent in the latest year. 
The company overcame the steep rise in 
the cost of inputs such as coal, bags and 
transportation. The assets utilisation ratio 
deteriorated from 0.91:1 in 1988-89 to 
0.87:1 in 1989-90, but for which the return 
on investment could have worked out still 
higher. The company earned for its 
shareholders a return on owners* equity 
at 23.45 per cent compared to a negative 
17.78 per centdn the preceding year. 

The capital structure got tilted towards 
owned funds with the debt/equity ratio 
declining to 2.83:1 in 1989-90 from 3.80U 
in the preceding year. This was due to the 
fad that there were repayments of both 
short-term borrowings as also long-term 
borrowings im the one hand and addition 
to reserves and surplus through plough- 
back from the profits of the latest year. 
Although the current ratio declined from 
4AS in 1988-89 to 3 in 1989-90, the 
•hort-term liquidity podtion remained 
comfortable^ 


There was a runds-flow ot Rs 30.65 
crore during the year. The sources of 
funds consisted of increases in reserves 
and surpluses Rs 5.64 crore and in cur¬ 
rent liabilities and provisions Rs9.30 
crore. Decreases in various assets were the 
remaining sources of funds during the 
year: accounts receivables Rs 6.31 crore, 
cash and bank balances Rs 0.58 crore, 
miscellaneous current assets Rs 8.35 crore, 
investments Rs 0.27 crore and intangible 
assets by way of expenses not written off 
Rs 0.20 crore. The company utilised a 
major part of the funds to pay off short¬ 
term loans which decreased by Rs 19.87 
crore. Long-term borrowings decreased by 
Rs 2.14 crore. The remaining uses of funds 
were increases in fixed assets by way of 
additions to plant and machinery Rs 0.47 
crore and inventories Rs 8.18 crore. 

The company entered into an agree¬ 
ment for the sale of the cement division 
to India Cements. The consideration had 
already been received and tne effect of the 
sale would get icflected in the accounts 
of 1990-91. 

HINDUSTAN DEVELOPMENT 
CORPORATION 

Larger Sales 

HINDUSTAN DEVELOPMENT COR¬ 
PORATION’S on net .sales showed a 34 
per cent growth on annualised basis 
during the year ended March 31, 1?W to 
Rs 237.22 crore. There were increases of 
similar order, i e, 28 per cent in operating 
profits to Rs 28.27 crore and 33 per cent 
in net profits to Rs 12.60 crore. The com¬ 
pany succeeded in keeping the expenses- 
to-sales ratio steady at 0.89:1 in 1989-90. 
the same as in the previous year, which 
explained the growth in profits. This was 
not converted into higher profitability 
ratios because of substantial additions 
revaluation of fixed assets during the year. 

Therefore, the overall return on invest¬ 
ment was marked down to 3.99 per cent 
in 1989-90 from 4.14 per cent in the 
preceding year. The turnover ratio 
(sales/assets) declined to 0.75:1 in 1989-90 
from 0.78:1 in 1988-89. The net profit 
margin on sales too worsened marginally 
to S.3i per cent from S.33 per cent. 
However, the company could earn for its 
shareholders a higher return on owners’ 
equity at 10.42 per cent compared to 9.30 
per cent in the preceding year, mainly due 


to the advantages of leverage as reflected 
in a higher debt/equity ratto. The borrow- 
inp of the company increased fay almost 
Rs 60 crore duijng tlie year most of whidi 
were invested in land, building and plant 
and machinery. The borrowed funds 
pushed up the debt/equity ratio from 
0.81:1 in 1988-89 to 1.15:1 in the latest year. 
The impressive spurt in operating profits, 
however, buoyed up the interest coverage, 
ratio at 2.79 times compared to 2.20 times 
in the preceding y^r. The short-term 
liquidity remained comfoitable with a 
higher current ratio of 2.52 compared to 
2.11 in 1988-89. 

The balance-sheet changes showed a 
funds-flow of Rs 97.40 crore during the 
year. The largest source of funds consisted 
of long-term borrowings in the form of 
convertible debentures issued during 
1989-90 and bridge loans contracted. The 
other sources of funds were increases in 
share capital due to conversion of deben¬ 
tures into equity and rights issue Rs 1.95 
crore, in reserves and surpluses due to 
ploughback of profits as also transfer of 
premium on conversion and on rights 
issue Rs 17.54 crore, and in current 
liabilities and provisions Rs 11.33 crora 
Decrease in investmente on the maturity 
and liquidation of Gujarat State loan and 
sale of the equity shares of Escorts held 
by the company aggregating Rs 8.18 crore 
were another source of funds during the 
year. The funds were used mainly to in¬ 
crease net fixed assets by Rs 49.59 crore, 
inventories by Rs 5.60 croia receivables by 
Rs 8.29 crore, cash and bank balances by 
Rs 22.43 crore and miscellaneous current 
assets by Rs 10.46 crore. Decrease in short¬ 
term loans by Rs I.Ol crore represented 
another use of funds. 

The company’s composite steel plant 
beihg set up at Malanpur in Madhya 
Pradesh in the name of Madhya Pradesh 
Iron and Steel Company is proceeding as 
per schedule. The civil construction has 
started and orders for the miun plant and 
machinery, both imported and in¬ 
digenous, have been placed. 

HDFC 

Housing Catalyst 

HOUSHUG DEVELOPMENT FIN¬ 
ANCE CORPORATION’S loan appnivali| 
rose to Rs 813.78 crore in 1990-91 fkom 
Rs 603.034iDrein l989-9a Loaadiiburse- 
ments went up freun Rs 489J6 crore to 
Rs 668.49 croRL HEWC*! enmulath* loan 
approvids at the end of 1990-91 wen 
Rs 2,903.13 crore and cumulptiwe ^ 
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cumulative investment of Rs (.011^3 
crote in the housing sector. 

HDPC’s profit before tax for the year 
was Rs 38.81 crore compared to Rs ,30.7Z 
croie for the previous year. After pro¬ 
viding Rs 9 crore for tax (previous year 
Rs 6 crote) and transferring Rs 24.07 
crore to reserves (Rs 20.72 crore), the 
directors have recommended a dividend 
of 22 per cent (pro-rata for shares issued 
during the year). The dividend will absorb 
Rs 5.74 crore. Last year, the dividend 
declared was 20 per cent. Ibtal income of 
the corporation in 1990-91 recorded an in¬ 
crease of 35.5 per cent, to Rs 263.41 crote 
from Rs 194.35 crore in the previous year. 

During the year, the equity capital of 
the corporation was more than doubled 
to Rs 45 crore through both a rq^s issue 
and a public issue. Despite depressed 
market conditions, the public issue was 
over-subscribed 6.2 times. The shareholder 
base of HDFC has expanded from 46,000 
shareholders to over 1^6,000 shareholders. 

STOCK HOLDING CORPORATION 

Extended Operations 

STOCK HOLDING CORPORATION 
OF INDIA (SHCIL) has reported en¬ 
couraging results for the year ended 
March 31, 1991 and declared a maiden 
dividend of 10 per cent. During the year 
SHCIL handled record market operatitms 
of Rs 1,022 crore. Profit before deprecia¬ 
tion was Rs 266 lakh as against Rs 53.52 
lakh during the previous year. Profit after 
lax amounted to Rs 108 lakh as against 
Rs 16.29 lakh during the previous year. 
The corporation now has under custody 
about 4 million scrips. 

With a view to gradually moving 
towards setting up of a Central Securities 
Depository, the government has now ex¬ 
tended the services of the corporation to 
all the public sector banks, mutual funds 
and to the entire banking sector, including 
foreign banks and urban co-operative 
banks and private banks. Currently, talks 
are gbing on with foreign offshore funds 
also to utilise SHCIL. With the entry of 
offshore funds, the corporation will be 
widening its horizon into global custody. 
The corporation has also submitted to the 
government proposals for a legislation 
which, other than enabling Book Entry 
Tansfer System in the securities industry, 
will ultimately enable the corporation to 
act as a Central Seoirities Depoatory and 
enable oftshore funds which are listed 
under the SEC Regulations in the USA to 
entrust securities to the corporation in 
respect of Offshore Funds for custody. 
The-impact of the legislation will be to 
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oroam, wearing now s es, oaaics ana issue 
houses who can hb iMiitIdpants in the 
coiporation. 

it) have the National Securities Tran¬ 
saction System operative; the corporation 
has been allotted a five acre plot by the 
government of Maharashtra near New 
Bombay where SHCIL proposes to build 
its modem depository. The corporation 
has embarked on a resources plan for in¬ 
viting further equity from the new par¬ 
ticipants and for offering additional 
capital on rights basis to the existing 
shareholders. 

JALAN FORGINGS 

Ready Market 

JALAN FORGINGS is coming out with 
an issue of 19,00,000 equity shares of 
Rs 10 each at par aggregating Rs 190 lakh. 
An application to CCl has been made and 
the consent is awaited. Jalan Forgings, 
promoted by Gopal B Jalan and Anil 
Kumar S Jalan, was incorporated in 
September 1990. The company proposes 
to set up facilities to manufacture sieel 
forged products at Kaiqiri in Panchmahals 
district in Gujarat. It will produce open 
die steel foigings like straight shafu up to 
400 mm dia and length up to 4 mtrs, lorg 
ed rounds, gear blanks, die blocks and 
flats. These products find applications in 
core sector industries like power genera¬ 
tion, steel, cement, sugar plants, railways, 
defence, nuclear and space projects. The 
company's project is estimated to cost 
Rs 493 lakh. The Gujarat Industrial and 
Investment Corporation and GSFC have 
sanctioned term loans of Rs 110 lakh and 
Rs 48 lakh respectively. GIIC is also 
actively considenng equity participation, 
under the promoters’ quota, to the extent 
of Rs IS lakh and its sanction is expected 
shortly The present annual demand of 
steel forgings in the country is 1,39,000 
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deniahd of Open (Ee foigiags of 1.M kkh 
tonnes tqr 1993-44, the supply is liiti- 
dpated as 1.70 lakh tonnes leaving a 
shortfall of 0.28 lakh tonnes. This would 
necessitate creation of additional capaci¬ 
ty to the tune of around 0.44 lakh tonnes 
1^ 1993-94. The company intends to pro¬ 
duce about 6,300 tonnes of open die foig¬ 
ings against the anticipated shortfall of 
0.28 lakh tonnes, it will therefore not be 
difficult for the company to find markets 
for its production. 

BENZO PETROCHEMICALS 

Basic Chemicals Project 

BENZO PETROCHEMICALS is 
establishing a project for the manufactur¬ 
ing of Benzaldehyde and benzyl alcohol. 
These are basic chemicals manufactured 
out of toluene and find usage in phar¬ 
maceuticals, dyes and perfumery in¬ 
dustries. This will be the largest project 
of this kind in the country. The company 
has applied for permission to the Con- 
tioller of Capital Issues for the issue of 
35 lakh equity shares of Rs 10 each, out 
of which 21 lakh shares will be offered to 
the public. Promoters and their friends 
and associates have taken up 14 lakh 
shares The total project cost as per the 
sanction by ICICI, IDBl and IFCf works 
out to Rs 700 lakh and would be financ¬ 
ed out of equity shares of Rs 350 lakh and 
term loan of Rs 350 lakh 
Technochim Engineering ol France u 
providing basic know-how, designs an5 
drawings for the project The company 
has acquired the manufacturing assets ol 
Benzo Chem Combines at GIDC Esute 
Nandesan, Baroda, who are also the pro¬ 
moters of the company. The project ii 
promoted by D C Garni, former manag 
ing directoi of Gujarat State Fertilisei 
Company 
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RANDOM REFLECTIONS 


[ndia: Big World’s View of 
'Small World’ 

irun Ghfiah 


Opening up the economy to international capital and competition 
5 not the solution to India’s economic problems. It is a solution 
vhich /las a powerful appeal to the affluent 100 million Indians; 
t is also a solution which will lead to external bankruptcy, a 
tudden deep recession (and consequent unemployment) and misery 
0 the rest of the 7S0 million Indians. 


THE ECONOMIST of London hu 
icoently (M«y 4) come out with a survey 
9f India’s economic and political pro¬ 
blems which, in the brief space of 16 
pages, is in many ways not only revealing 
but devastating. 

Unfortunately, the painstaking analysis 
sf India’s problems, by the economics 
Klitor Clive Crook, is flawed on two 
major counts. And since some Indian 
papers (notably The Times of India, New 
Delhi) have come out with glowing 
references to Crook’s analysis, it is impor¬ 
tant that the record be put on the level, 
that the major flaws in the survey be 
exposed to the Indian intelligentsia 
generally, hoping that it will also attract 
the attention of at least some part of the 
international audience of The Economist. 

TWo points need to be emphasised at 
the outset. First, it is not being suggested 
here that the basic analysis of India’s pre¬ 
sent problems, as presented in The 
Economist, is wrong; at worst, it presents 
only part of the picture, and that is a 
legitimate exercise foi anybody who 
wishes to present a particular point of 
view. Secondly, and more importantly, it 
IS never any use beating one’s breasts 
about what might have happened if only 
India had adopted different policies from 
those actually pursued in the past. The 
only point of relevance—at least to 
Indians—is what policies should be 
adopted in order to get the country out 
of the morass into which it has got 
trapped. 

First, one has to appreciate the 
immediate problems faced by the coun¬ 
try. The fiscal deficit of the Central 
government last year exceeded 8.S per cent 
of GDP. The latest estimates of the 
balance of payments are not available, but 
judging from the preliminary data on 
trade, the deficit may well have touched 
4 per cent of the GDP. TIat Economist has 
lauded the overall growth rate achieved by 
the country during the period of Rajiv 


Gandhi’s tenure as prime minister, but 
apart from the fact that this growth rate 
was achieved largely at the cost of the 
fiscal and balance of payments deficits 
referred to earlier, several other disturb¬ 
ing trends have emeiged. While India has 
achieved self sufficiency in foodgrains 
production, it is not realised that in many 
States and regions per capita availability 
of foodgrains has not increased since the 
fifties; indeed, the availability of pulses, 
the only source of protein for the poor, 
has gone down sharply. The overall 
growth rate of employment between 1983 
and 1986 (as per the National Sample 
Survey) has increased by no more than 
1.35 per cent per annum, when popula¬ 
tion has been growing at more than 2.1 
per cent per annum. Thus, apart from the 
existence ol underemployment and low 
productivity employment, open visible 
unemployment has increased, the NSS 
estimates being 6 per cent in rural areas 
and 9 per cent in urban areas. According 
to B S Minhas (former chairman of the 
NSS Governing Council, and Distinguish¬ 
ed Scientist Emeritus at the Indian 
Statistical Institute), 42 per cent of the 
rural population of India was still below 
the poverty line as of 1987-88 {vide Chotu 
Ram Memorial Lecture, HAU, Hissar, 
February 1991). The growth of agriculture, 
though commendable, has been lopsided, 
only eight Sutes accounting for more than 
70 per cent of the people below the 
poverty line Finally, one incidental result 
of the policy of liberalisation pursued by 
Rajiv Gandhi has been the proliferation 
of foreign collaboration arrangements for 
the manufacture of consumer items 
demanded by some 100 million (of India’s 
present population of 830 million odd 
people), starting with the manufacture of 
potato chips (in collaboration with Zweifel 
of Switzerland), numerous soft drinks, 
junk (quick) foods, VCRs and VCPs, 
’Barbie dolls’ (and their appurtenances 
like dresses, bath-tubs et al), and in fact. 


gadgets galore all of which require not 
only imported equipment but also conti¬ 
nuing imports of components and raw 
materials. 

According to The Economist's on 
figures, merchandise imports now are 
some 10 per cent of the GDP and exports 
some 4 per cent. (Actually, exports are 
nearer 6 per cent; rather, the gap between 
imports and exports is of the order of 4 
per cent of the GDP.) 

Against this background. The 
Economist feels that the only way to 
release the ‘caged tiger’ (i e, India) would 
be the complete globalisation of the 
Indian economy, freeing of imports, mak¬ 
ing Indian industry face up to world com¬ 
petition, and attract foreign capiul to 
make use of India’s cheap labour for 
export production, for which apparently 
there are really no limits. 

The problem that arises in this context 
IS the total unrealism of the prescnptions, 
not because they are not possible to attain 
politically in India but bwause this is not 
the way the free market works. In fact 
Crook IS perhaps unaware of the fact that 
India has (quite erroneously) been impor¬ 
ting a lot of equipment from abroad 
against ‘tied’ aid programmes, when 
equivalent (sometimes better and even 
cheaper) equipment manufactured within 
India IS available, but fbr which there is 
a shortage of domestic resources. Power 
generating equipment is but one example. 

With the present skewed distribution of 
income, any ‘freedom’ of the type talked 
about in The Economist would 
immediately lead to a surge of foreign in¬ 
vestment and foreign collaboration, not 
in areas where India may have export 
competitiveness but to serve a ready 
market for consumer goods required 1^ 
a hundred million odd Indians who—by 
the writer’s own admission—have access 
to large amounts of untaxed ‘black’ 
money. 

And if this liberalisation process is to 
be sustained by general lending by inter¬ 
national agencies (or even foreign capital 
inflow), the day of reckoning will come 
three or four years later when these debts 
would have to be repaid (or the capital 
investments serviced). 

It would, of course, make sense if, like 
China, India were to freely allow foreign 
capital inflow on condition that there is 
always a favourable net balance of 
payments position, that is, if exporu of 
the products manttfactured were to exceed 
all import payments, whether for import 
of raw materials and components or pay¬ 
ment of interest and proflu. But that is 
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not the piescttption 
The analysts in The Economist is quite 
Lorreci in regard to some of the conse¬ 
quences of the bureaucratic system of 
controls that we have managed to 
establish The analysts is also correct in 
regard to the corruption of the body 
politic that the process has led to Again, 
The hconomisl is quite correct in regard 
to the neglect of education, in particular 
of primary education, and the education 
of women, the neglect of health and 
sanitation and ol the causes of the high 
infantile mortality rate, all of which have 
led to the high crude birth rate and the 
relentless growth of population, much of 
It underfed, suffering from malnutntion 
and disease It would be idle to expect 
tight hours solid work from such an 
underfed population The Eionomtit is 
right in suggesting that India should 
spend more on the development of the 
‘human resource' and less on grandiose 
projects, both in industry and in other 
spheres, where a system of ‘cut backs’ has 
evolved to the detnment of cfTicient func 
turning of the industrial system but which 
successfully 'oils' the present system 
But, while The bconomnt cannot be 
faulted tor the analysis of the maladies of 
thr present system, its prescriptions are 
entirely inappropriate, coloured by the 
expennice and pieiudices of an economist 
hailing from the developed world, who 
(whether by oversight or by design) does 
not even refer to the potent obstacles to 
exiMiit from India to the developed world 
1 he Multi 1 ibre Agreement is but one 
example Ihe US Super 101 another 
Nor does The Lconomist really go 
behind the >.conomic miracle of countries 
lik>* lapan iid >outh Korea All of them 
started with a minimum level of educa 
tion for ill and with a system of land 
di'tnhutioii which, if not wholly egali 
laiian wis casonably egalitarian Allot 
them wrni in ^^or an export oriented 
industrial dist Ibpmcnt but they cun 
truiltd foreign eollaboration very tightly 
(and do so even as of today) Import of 
technology is allowed after careful con 
sidcraiion with the build up of domestic 
K and O effort with adequate provision 
for the absorption, adaptation and 
development of technology 

The hLononitst<, analysis is flawed in 
one other m rjor tespiet Most technology 
abroad todas is labour saving and capital 
intensive The type of openwg up of the 
economy leeommendcd would lead to a 
pattern ol industrial insistment which 
would not lead to large scale absorption 
of labour and the consequent growth ol 
unemployment would lead to increased 
social tensions increased divisive forces 
and a futile increase in government expen 
diture on forces for maintenance of 


‘inienial secunty* 

While the diagnOm of India’s present 
ills made by The Economist are substan¬ 
tially correct, legietuibly the remedies sug- 
gesuxl are wholly wrong, arising from a 
lack of understanding of the basic pro¬ 
blems of India's ailments and what needs 
to be done to overcome them 

II 

What, then, needs to be done to solve 
the manifold problems which ail the In 
dian economy today'’ First, as indicated 
by The Economist, much of India's 
problem today stems from the large 
revenue deficit of the Central government, 
of the order of 8 1 per cent of GDP 1 his 
needs to be brought down sharply True 
to tradition. The Economist has attacked 
the burgeoning subsidies given by the 
Centre, and the large investments made in 
industry by the Centre The latter point 
IS well taken As to subsidies, many of 
them are not properly targeted—and 
worse, many of them are covert and not 
explicit—and it would in future be 
necessary to change their content and 
direction, but a reduction in the volume 
of subsidies may not occui There are 
many other wdys of reducing the 
budgeury deficit The Economist does 
not speak of the unnecessarily large 
defence expenditure and the presently 
burgeoning expenditure on 'internal 
security' The lormer goes to sustain 
employment in the developed world, and 
It IS wholly unnecessary for the develop 
ing world to enter into a competitive arms 
race in Older to protect employment in the 
arms industry, be it in Massachusetts or 
C alifumia It is unfortunate that this 
signally wasteful expenditure does not 
evoke any comment from The Economist 
(This, logethci with the focus on trade 
liberalisation to be discussed later, shows 
the major concern of the Western world) 

What wc need in India today is an 
acceptance of the ‘federal’ principle, of 
democratic decentralisation, empowering 
the people to work out detailed local 
‘watershed area’ development plans, to 
improve the moisture retention capacity 
of the soil, to evolve ways to retain the 
limited moisture that Nature bestows over 
a period of two to three months, by the 
construction of small weirs vheck dams, 
ponds et al What is necessary is land 
levelling and reshaping and planting of 
grasses to prevent run oft of the top soil 
with rain What is required is the planting 
of trees to provide both fruit and timber 
(and luel wood tor the masses) What is 
required is larger use of oiganic fertilisers 
(easily available iil most areas) What is 
required is better crop planning to suit the 
soil conditions in each area 


As indictted by The EconomUt, 
need massiw investments to improve the 
rural infrastructure. Roads are only one 
part of such infrastructure. There are 
others What we need is a iiuqor shift in 
the pattern of mvestment in favour of the 
rural arras, but these—as per the 
Approaci document for the Eighth Five 
Year Plan, released after approval of the 
NDC in October 1990—can be taken up 
efnciently and cost effectively only by 
democratically elected lepresenutives of 
the local people, in each village; each 
mandal There is need to instil the spint 
of self-reliance m the people TTie pro¬ 
gramme of local development must be 
worked out by the local people themselves, 
though they may need the assistance of 
experts 

The Economist spoke of the large sub¬ 
sidies being granted to food, fertilisers and 
other sectors, many of them being mis 
diiected That is true, though only 
partially The fertiliser subsidy is partly 
to offset Che higher cost of the feedstock 
(natural gas particularly, and also 
naphtha) as compared to, say, the oppor 
tunity cost of ‘flared’ associated natural 
gas in West Asia Food subsidies need bet 
ter urgeting It is, of course, true to say 
that both explicit and covert subsidies in 
the Indian economy are quite large Ac 
cording to a study by Sudipto Mundle and 
Oovinda Rao (see Economic and Political 
Weekly, May 4, 1991) total subsidies (as 
defined by them) may well be in excess of 

14 per cent of GDP in this context. The 
Lconomist is correct in stating that there 

15 d wholly unnecessary subsidy on higher 
education as against primary education 
Thai IS all right but the overall perspec 
tive the totality of approach of The 
Economist is not right 

We need a totally different pattern of 
subsidies in fact, for most part what are 
treated as subsidies today (for the rural 
sector) should really be converted into 
investments, by the deployment of 
unemployed and underemployed labour 
for local watershed area planning We 
need, as The Economist says, to put in 
more funds for rural development And, 
as a preliminary to that, we need to 
seriously think of the ‘Right to Work’, for 
at least eight hours daily at the minimum 
wage 

We also need to change the focus of 
investments from mega projeas to smaller 
projects, financed by the savings of people 
directly Before any thrust for hberaiisa- 
tion of imports, we need to de regulate 
indigetaous investment The Eighth Plan 
Approach Paper was quite clear on this 
issue We ne^ to de-bureaucratise the 
functioning of the Indum economy; we 
need to give free play to indivutual enta- 
prise and innovativeness But the way to 
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icliicve this is not ^Mtldett opehiiMt 
}f tlw economy to the fiiH blast of eoernal 
rompetition and external cafdtal. That 
x>uld well come Utter, after a few years, 
ifter we have promot^ free competition 
within the economy. Our present system 
>f licensing and controls has favour^ the 
pant companies and a few large business 
louses. The way to regulate their activities 
s through fiscal and financial policies. For 
nsunce, the debt:equity norms for laige 
indertakings should be tougher than for 
imall ones. Credit, in ample measure, 
should be available to the artisan, the 
landloom weaver, the small farmer. 

Opening up the economy in the manner 
lecommend^ by The Economist—zaA a 
ot of starry-eyed Indians—would be tan- 
amount to pandering to the demand (for 
ditist consumer goods) of a 100 odd 
nillion Indians. This is a large market, 
ilmost as large as that of Western Europe 
;though not quite as affluent). Such a 
policy is likely to leave the 750 million 
Indians (outside of this market) in the 
:oId. If the ‘caged tiger’ (to use The 
Economist's metaphor) is to be released, 
we need to release the energies of these 750 
nillion Indians. 

The priorities, in this context, are 
iducation, health care, care of the mother 
ind the child, better nutrition. In order 
o make effective and efficient use of 
he limited resources, we need to de- 
>ureaucratise the delivery of these services 
Uso. We need a 'convergence' of these 
lervices, through the people’s own 
jrganisations. 

We need to find employment for the 
iresently unemployed and undemnployed. 
This can be achieved through democratic 
lecentralisation and the implementation 
jf the concept of 'Right to Work’, through 
work being found for all those seeking 
employment, local area development, 
slanned by the local authorities. That 
would also help to protect the environ- 
nent which has of late suffered steady 
legradation. 

We need, in short, to change the 
;>riorities of the Plan effort. The Eighth 
Plan proposals sought to cut down public 
investment on large industries from 12 per 
%nt of the total plan outlay to 7 per cent, 
ind to raise the investment on rural 
levelopment to 50 per cent, the rest being 
•pent mainly on the development of local 
mergy sources and other infrastructure, 
IS well as social investments such as 
iducation, health, reduction of infant 
nortality, better care of the mother and 
rhild, dmiopment of small industries, 
ind improvement of facilities which 
would influence people to innovate and 
ncrease economic activity generally. We 
leed to invest on renewable sources of 
neigy, to provide a minimum of energy 
and of drinking water) to every citizen. 


wiadi ^0 leduoe human 
as prevent ecological degndation of the 
countryside. These are our immediate 
priorities. 

We also need to tone up our public sec¬ 
tor enterprises which supply most of the 
infrastructure services and key inputs. 
That is a subject by itself, but briefly, we 
can do that by distancing public enter¬ 
prises from government administration, 
by providing minority shares to workers 
and to the lay public (so that the annual 
general meetings of such enterprises can 
be opened up to public criticism). 

But, as opposed to the view of The 
Economist, opening up the Indian 
economy to international capital and 
international competition, at this junc¬ 
ture, is not the solution. It is a solution 
which would attract the affluent 100 
million Indians; it is also a solution which 
would lead to external bankruptcy, a sud¬ 
den deep recession (and consequent 
unemployment in Indian industry), and 
misery to the 750 million Indians who 
have to be raised from their present state 
of ignorance, ill health and low produc¬ 
tivity. And, as a preliminary to this effort, 
we need a firm acceptance of both the 
principle of ‘federalism’ and of demo¬ 
cratic decentralisation. 

Comparisons with other countries, 


though occasionally li^ful ind useful, 
are illusory. They can never find the 
answer to the problems of any country at 
any time. We are constantly reminded that 
the world does not need India, but that 
India needs the world. This in itself is a 
reminder that we ought to learn to stand 
on our own feet, in the matter of internal 
savings to finance our development, in the 
matter of self-reliance in exterrul pay¬ 
ments. The latter does not imply either 
autarky or isolationism. It does mean 
though that we should be able to pay for 
our imports by our exports. That way lies 
our salvation, not the opening up ot the 
economy when imports stand at around 
10 per cent of the GDP and exports at 
around 6 per cent. Our domestic savings 
rate has come down from more than 23 
per cent of the GDP to less than 21 per 
cent of late. We need to raise our own sav¬ 
ings, be careful about inessential imports 
(intended to pander to the needs of a few), 
de-bureaucratise the functioning of the 
economy, and rely on fiscal and financial 
levers of policy to achieve a self-reliant 
pattern of growth. 

We need an approach wholly different 
from that suggested by The Economist 
and starry-eyed affluent Indians who j'-e 
alwayssiiclinj: up to ihc imiiHMist-ly moie 
affluent West. 
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CENTRAL SILK BOARD 

Ministry of Textiles (Govt, of India) 

No. 39« 'United Mansions’, II Floor 
Mahatma Gandhi Road, Bangalore 560 001 


DEVELOPMENT CONSULTANT ON WOMEN’S ISSUES 

The (.entral Silk Board (CSB) along with the Directorates of Sericulture (DOSs) in the 
states of Karnataka, Andhra Pradesh, Tamil Nadu, West Bengal, and Jammu & Kashmir 
is implementing the National Sericulture Project (NSP), with financial assistance from 
the World Bank, and the Swiss Development Cooperation. One of the important com¬ 
ponents of NSP is the Beneficiary Assessment (BA), which is a project monitoring 
mechanism for providing the implementing agencies with independent feedback on 
the project’s impact by carrying out cpncurrent evaluation using participant observa¬ 
tion technique. CSB has commissioned three agencies viz. Institute for Social and 
Economic Change (ISEC, Bangalore), Centre for Studies in Social Sciences (CSSS, 
Calcutta), and Economic Development Associates (EDA, New Delhi) for undertaking 
the BA programme 

The Development Consultant on Women’s Issues will assist the three BA agencies on 
women-rclated issues in the BA, and organizing training programmes for sensitizing 
the BA research teams, and the field staff of the CSB and DOSs on gender issues The 
consultancy would involve about 100 person-days per annum Remuneration will be 
commensurate with qualifications and experience 
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Essential Ph D in women’s studies or related fields, with a minimum of 5 years 
research/teaching experience in women’s studies, and published works 
of standing. 

Desirable Should be able to work in close coordination with a diverse clientele, 
especially at the field level. Experience in oi^anizing programmes on 
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It need not be the sole prerogative of the fundamentalists or the 
feudal overlords to issue ultimatums; once the rest of the nation 
has exhausted its stock of forbearance, it too will issue threats and 
act upon them. There will then be plenty of Hindutva, or plenty 
of signing of pledges of undying loyalty to the princely 
household, but no India. But other, more hopeful, possibilities are 
not to be ruled out either. Consider, for instance, what is 
happening in Nepal. 


RAJIV GANDHI’S goiy death is o( a 
piece This nation, if it can still be called 
that, IS tearing itself apart, and with a 
ghastly application of passion Irrespec¬ 
tive of the impact of the tragedy at 
Sripcrumbudur on the outcome of the 
ongoing elections and the kind of govei n 
ment that assumes powei at the Centre, 
It IS bound to be a continuum of fren/y 
A brightening genre of primitivism is 
unleashed over large chunks ol the coun¬ 
try History has retrogressed, tribes, whose 
existence one thought was one ol the 
tnajoi attributes of pre feudal societies, 
have emerged as the dominant political 
lealit) in Bihar, Uttar Pradesh, Haryana, 
Rajasthan, Madhya Pradesh Not just the 
Yadavs oi the Kurmis, Brahmins or 
Bhumihars too are behaving like tribal 
conglomerates Then vision does not pro 
cced beyond their immediate caste con 
cerns, they are well knit and armed to the 
hilt, they spuin the premises of rational 
thinking The icsi ol the nation, they gc 
numel) belli vc, do not matter Most ol 
them are in any event not interested in the 
rest ol the world, an obstinate insularity 
defines then attitude to the global pro 
cesses I he laws of economics and science 
and technology aie to tfiem an irrelevance 
It IS as il the country has slipped back two 
Ol three thousand years, and the universe 
consists ol the narrow little confines ol 
a couple ol villages Whatever resources 
thc*se villages possess must come under the 
command ol one’s own tribe alone, the 
others deserve liquidation tach tribe has 
come to know by now of the enormous 
possibilities associated with the seizure ol 
the governmental machinery This par¬ 
ticular paraphernalia must, by hook or 
crook, be commandeered by the tribe, or 
by Its Nehruvian variant, the family Or 
else there will be war, let all other con 
siderations drown Parochialism could not 
have scaled any greater heights, India, ac¬ 
cording to the vision that has gained 
ground with an astonishing rapidity, is of 
this or that family, or this or that tribe, 
and this or that family or tribe alone. 


Every action has its equal and opposite 
reaction The emerging culture therefore 
IS of the pre-emptive kill A single-minded 
targetry has for the present halted the 
Nehru-Gandhi line Perhaps the outrage 
had inspirations beyond a purely tnbal in¬ 
tent, and even one or two extra-territorial 
ones On the other hand, the fervour with 
which the purveyors of Hindutva are go¬ 
ing about IS every bit a specific manifesta¬ 
tion ol tribalism The se>f-styled devotees 
of Rama would like time not only to stop, 
they in fact want it to be rolled back, not 
just to a prchistorical epoch, but to the 
mythical tieta era, a never never millen 
mum where justice is rough hewn, bestow¬ 
ed by a supposedly benign, incorrigibly 
auiOLratic, set up ot demons, gods and 
kings In this curious condominium, in 
tidcis do nut belong, technology is treated 
with contempt, economics is assumed to 
consist of the exclusive oracles of 
Chaiiakya, and the dominant emotion is 
mistrust of those who are by definition ex¬ 
cluded from the system About one-half 
of the natioh may still go without food 
every night, about one half of the nation 
may still be innocent ol letters, basic 
human rights may continue to be denied 


to hundrass m nt«w» or otuann, euui 
of whom nonethdess theoretically posses¬ 
ses the right to vote in elections describ¬ 
ed as democratia It is a pauperised 
nation, with hardly any foreign exchange 
reserves in the kitty Its governing elite is 
however not even remotely worried 
Tbmorrow will take care ot tomorrow For 
today, high on the agenda, at the very top, 
IS the cultivation of killing fields, the in¬ 
fidels, those who do not recognise our 
household deity or conform to our re 
ligion or our tribe or our notions ol civic 
rights and duties, have to be exterminated 
Priority is priority, land may remain un 
tilled because of lack of facilities tor ir 
rigation, factories may close in their 
thousands because of the shoitage ot, if 
not demand, working capital, employment- 
creating programmes in town and country 
may languish for the same reason So 
what, the prinapal task confronting the 
nation is the substitution of a mosque by 
a temple Those who demur with this 
agenda have^o place in this land of the 
pure, the Insular are out Or perhaps the 
insulas arc not modish enough, it is only 
legitimate that the country must go 
nuclear Alternatively, leave it to the ini 
penal household, it knows what is besi *< i 
the nation and don’t you dare sav other¬ 
wise Cost IS an irrelevance, absolute 
preference is absolute preference, whoever 
does not agree with our point ot view will 
be duly taken care of Yes, let there be elec¬ 
tions on the basis of adult suffrage every 
now and then, yes, the elections must be 
free and fair, but all citizens must vote for 
either our prince or princess charming or 
for our version of Rama Rajya, should 
thev refuse to do so, they do not belong 
to this nation, and have thus no business 
to exercise their franchise, they will be 
undone and their property will be either 
burnt or taken over 
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uu^nation mve provided the oppor¬ 
tunity of a stage reheusal for the ultimate 
dharma yuddha the primitive tribes exer¬ 
cising a stranglehold on the polity are im¬ 
patiently waiting for. Since Aryavarta is 
their principal domain, and Aryavarta by 
definition is India, by and large it is the 
ethos of the north which is impliedly to 
prevail; the tribal chieftains, and the rab¬ 
ble following them, in Amethi and Etawah 
and Arrah and Aurangabad, will decide 
who arc to be shot and who are to be 
allowed to live, what the nation’s social 
and economic policies arc to be, what the 
school curricula should consist of, what 
obscurantist programmes the radio and 
the television must be made to carry. 

Are they however not assuming too 
much? The hawkers of Hindutva may 
want the nation to recede into the dark 
corridors of irrational mythology, the 
votaries of a particular family may want 
the enforcement of norms that went 
defunct a thousand years ago, the entire 
stretch of Aryavarta these specimens may 
come to control by sheer muscle power, 
the claque of retired army brass and police 
chiefs currently joining in droves this or 
that group or tribe may temporarily pro¬ 
vide the assurance to the rampaging 
crowds that, with so much of distinguish¬ 
ed livery backing them, the fascism they 
love to dream of will be ushered in the 
country soon, very soon. But are they not 
bereft of the capability to look beyond 
their nose? They may, temporarily, have 
their Roman reign or their Hindu 
kingdom, they may, temporarily, even 
have their fascism, but they would still be 
living in a fool’s paradise. They are a 
bunch of ignoramuses failing to realise 


peoples enouranoe, twsi country ywU cease 
tQ be Considerable ^ces of the precarious 
jigsaw of this nation will refuse to fall in, 
the primitivism sought to be compulsorily 
imposed on the land will be rejected with 
derision, the threat of force will be met 
by counter-threat of an equal strength. 
India in these circumstances will shrink 
and shrink, Aryavarta will, temporarily, 
have its Hindutva and its Rama Rajya, or, 
alternatively, its queen from TUrino, but 
the charade will be accompanied by 
bloody civil war, at the end of which 
Aryavarta- will be left to savour its 
sectarian brew, while the rest of India will 
decide to belong to other sovereign en¬ 
tities. It need not be the sole prerogative 
of the fundamentalists or the feudal 
overlord.s to issue ultimatums; once the 
rest of the nation ha.s exhausted their 
stock of forbearance, they too will begin 
to i-ssue threap and act upon them. There 
will then be plenty of Hindutva, or plenty 
of signing oi pledges of undying loyalty 
to the princely household, but no India. 

One does not have to take into account 
that dark prospect alone. Other possibi¬ 
lities are not to be ruled out altogether. 
Despite the myth-makers; despite occa¬ 
sional stutters and occasional wayward- 
nes.s, the history of human civilisation- 
even when it is, civility be hanged, non¬ 
civilisation—is to proceed toward en¬ 
lightenment; it is history’s assignment to 
help in the evolution of the rationality of 
man. India is not, and cannot be, sui 
generis. The caste and communal fracases 
which reflect primitivism of the most 
dubious order could still be a passing 
phase. Consider, for instance, Nepal. 
Those itching for a Hindu kingdom of 


mat NepatHqumtesieRtuuiy ttinau, n n, 
in ihet, the o^y Hindu kingdom In the 
world. And yet, the Hindutva over there 
has failed to transform the people to the 
seventh heawn of Miss; the Nepalese con¬ 
tinue to grope for a regime of justice and 
fairplay, a legime which will usher in a 
tolerably benign.social order. The elec* 
tions recently concluded in that country 
have provided the clinching confirination, 
the citi/enry of the only Hindu kingdom 
in the world are impatiently waiting to 
break out of the narrow, claustrophobic 
confines of Hindutva. the fnidal rdgn of 
the Ranas is over, the Nepali Congress, the 
spitting image of our Congress(l), is a 
ramshackle coalition of disparate social 
categories which may collapse any day. 
The Nepalese people have .nonethelcK 
signalled that no tears be wasted for than, 
they have an alternaiivelchoice, available 
on tap. The obscurantism to which they 
had been condemned for so* long has 
failed to impress; they have awakened to 
social reality; they are now actually ready 
to endorse the economic and social pro¬ 
gramme of the communist party. Histori¬ 
cal determinism, in other words, has 
asserted itself. But if Nepal can have a 
tomorrow, why not Bihar and Uttar 
Pradesh? The obscurantists and the feudal 
overlords, notwithstanding their designs, 
may yet fail to break up the nation, the 
Left could yet vindicate their reputation 
as the truest patriots. Rajiv Gandhi’s 
horrible ending may obscure the general 
picture for a few weeks. At the cod of it, 
though, economics may well be in full 
command, with Nepal, the pigmy coun¬ 
try, showing the way to its huge; 
lugubrious southern neighbour. 
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Nepali Election Results and 
Their Implications 

Aniradlu Gnirta 

Wbik the Nepali Congress has won a convincing majority in the 
recent parliamentary elections, its near-total debacle in the 
Kathmandu valley has rocked the party's collective latdership. 


DESPITE its humiliating defeat in the 
Kathmandu valley, the Nepali Congress 
(NC) managed to establish a convincing 
lead over other parties in Nepal’s first 
post-panchayat elections. It bag^ 110 of 
the 20S seals in the Pntinidhi Sabha and, 
thereby, secured the mandate to form the 
kingdom’s next government. Its nearest 
rival, the United Communist Marxist- 
I Puty (UCML) emerged as a for¬ 
midable opposition with 69—that is, just 
one-thifd of the total seats in pariuunent. 
Of the 42 other parties which contested 
the elections, only six could survive, with 
the United l^plefs Flont (UPF), an ex¬ 
tremist Leftist outfit, gaiiung nine of the 
26 remaining seats (See table). 

In some ways, these results are doubly 
welcome. For, in the lint place, they have 
ensured the formation of a stable govern¬ 
ment without giving it an assurance of 
numbers to become unduly harsh or in¬ 
tolerant towards its opponents. The results 
have denied the Congress the kind of one- 
party dominance it wanted (a clear two- 
thirds majority) in order to amend some 
parts of the Constitution it had itself 
drafted in association with its Communist 
partners in the interim government in last 
November. For exactly the same reason, 
the opposition headed by the 69-member 
UCML would not find itself in the 
wilderness or wholly ineffective in parlia¬ 
ment. On many substantial issues, such as 
constitutionid monarchy, secularism and 
foreign policy, the NC and UCML hold 
more or less similar views, though with 
varying emphasis. There are also indica¬ 
tions that the top leaders of these two 
parties wish to av^, at this juncture; any 
direct confrontation. The UCML leader, 
Mhdan Bhandaii, had in a post-election 
interview expressed a readiness to be 
’^ucommodating", a gesture which the 
outgoing prime minister, Krishna Prasad 
Bhattami. amply reciprocated by stressing 
the need to the rufing (NQ to work 

in “IckMe ocHipeiation with the opposition 
for staMHty and consobdation of parlia¬ 
mentary dmocmcy”.' 

Bhattarai’s brief stim as head of an in¬ 
terim pncrnment has made him acutdy 


aware of the pitfalls any popularly elected 
government would face in view of the 
opposition from an entrenched bureau¬ 
cracy and its powerful patrons in quarters 
close to tlw royal palace. At times these 
elements tried and nearly succeeded in 
rocking his coalition ministry; at other 
times they spared no efforts to frustrate 
the all-party consensus for the adoption 
of a new constitution. Besides, the top 
echelons of the Nepali bureaucracy are 
bound by a code of ‘chakrigiri’, which is 
but a misnomer for a vassalage system 
that binds prominent families and clans 
on a feudal basis. This syston gives due 
importance to community and caste 
origins: 80 per cent posts in the civil 
service, army and police are held by the 
hill Brahmans and Chhetris, while the 
Newars constituting just 3 per cent of the 
population, hold 13 per cent of govern¬ 
ment jobs.^ 

It is most unlikely that this feudal-cum- 
caste structure of administration would 
give way under the pressure of a new 
democratic system. On the contrary, it 
may even corrupt such a system—and 
perhaps sooner than one anticipates. The 
Nepali army and police, on the other 
hand, remain ferociously loyal to the 
palace In May last year, when law and 
order totally collapsed m Kathmandu, the 
army intervened because the king ordered 
It to do so and, thus, save Bhattarai’s 
fledgling ministry. Such a situation may 
again arise in future and unless the 
peoples’ elected representatives achieve a 
measure of unity to override such a crisis, 
their experiment in parliamentary 
democracy may prove short-lived. This is 
the aiqpect to which Bhattarai drew atten 
tion when he stressed the need for the rul¬ 
ing party and the opposition to adopt a 
flexible pohey. 

%t, in view of the formal spbt between 
the Congress and the United Left Front 
(ULF), which together composed the 
coalition mimstry, this flodbility in party 
attitudes may not be fonheotning. The 
newly elected Congress chief and prime 
minister, G P Koiraia, does not share the 
mikt-mannered pragmatism of Bhattarai. 


He is known to be bitterly anti-communist 
and his strong views on policy matters 
nuqr yet add a new dimension to the 
kingdom’s fmetious politics. 

What is most signiticant in this connec¬ 
tion is the near-total d^cle of the NC 
in the Kathmandu valley elections. Of the 
total 10 seus in the valley, the NC manag¬ 
ed to win only two, with narrow margins. 
But the significance of the results does not 
tie in either the communist victory or the 
Congress defeat, it lies in the manner in 
which these results may affect the fortunes 
of the two parties. First, the (tefeat of 
Bhattarai as well as those of the wife and 
son of Ganeshman Singh, the Nepali 
Congress ’supremo’, have rocked the col¬ 
lective or the triumvirate which held the 
Congress together since the death of B P 
Koiraia. There have been many rifts and 
tensions within this triumvirate (of Sin^, 
Bhattarai and Koiraia) and at one point, 
during the 1986 elections, it was evm 
rumoured that G P Koiraia, then genera! 
secretary, was all set to quit the party and 
contest the elections.’ The crisis passed 
and, despite personal differences baween 
Bhattarai and Koiraia, Singh managed to 
keep the triumvirate intact because of his 
undeniable record of a mao of great 
courage and self-saoirica But the eiec- 
toral defeat of his relatives has sullied 
SinghTs reputation. In fact, the Kathmandu 
electorate reacted strongly against what it 
suspected to be an attempt to foist Singh’s 
family rule in the country. Similarly, the 
electorate frustrated Bhattarai’s bid to 
retain NC leadership, not so much 
because he wanted to perpetuate his own 
brand of leadership as because he was 
seen to be too soft towards India and the 
Indian Establishment. 

This means that the triumvirate in the 
NC may cave in and, thereby, cause an im¬ 
balance both at the leader^p and rank 
levels of the ruling party. The followers 
ol Siniih and Hhaiiarai mav not easily 
reconcile to the idea of taking orders from 

TABih Finai Pasty Position 


loud scats 205 

Results declared 205 

Nepali Congress ilO 

United Communist Party 
(Marxist-Lenimst) 69 

United Copies’ Front 9 

Nepal Sadbhavana l^y 6 

National Democratic Party (Chand) 3 

Nepal Mazdoor Kisan hriy 2 

Communist Puty of Nepal 
(Democratic) 2 

National Democratic Puty (Diapa) 1 

independents 3 


Source. The Stalemm, Delhi, May 24. 1991. 
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BUdadl, nMy eicaliHc on Mich btuM tt 
party poK^ ind oomporition of the new 
ministry. If the pest is any pointer, one 
msy recall the 1952 split when‘Matrika 
ihasad Koinla headed a Congress govern¬ 
ment and his dynamic half-brother, B P 
Koirala, led the party.* The under¬ 
currents of personal and group rivalries 
may again erupt in case a new equation 
fails to evdve among members of the 
triumvirate. 

The Kathmandu results may, on the 
other hand, cemem the bond between two 
Left groups—the Nq>al Communist Puty 
(Marxist) and the Nepal Communist 
Puty (Marxist-Leninist)—which merged 
three months before the elections to form 
the UCML. The leaders of both groups 
in the new poUtburo have won hand¬ 
somely, thus giving boost to a collective 
leadenhip just when the NC triumvirate 
threatens to collapse This is a highly 
significant development in the history of 
the Nepali communist movement which 
has aperienced frequent fragmentation 
since the mid-1960s. Should this process 
of fragmentation halt, the Left movement 
in Nepal may gain strength and attract 
smaller factions such as the Mazdoor 
Kisan ftrty and the Democratic Com¬ 
munist Party, which together account for 
four membm in the elected parliament. 

What may upset this comfortable 
eoenario is the attitude the UPF members 
in parliament may adopt in future. Like 
the UCML, the Front too represents a 
combination of Leftist factions—Masai, 
Unity Centre and Communist League— 
which stmied outside the democratic 
movement and ridiculed both Congress 
and ULF members of the coalition 
cabinet for going soft on the issue of 
monarchy and Indo-Nepalese relations. 
They see a nexus between “feudal forces 
in Nepal and Indian imperialism”, which 
in their reading must be broken to bring 
about genuine revolutionary changes in a 
poor, agrarian-based economy.’ It is 
most likely that the UPF would remorse¬ 
lessly focus on this nexus to discredit both 
the NC government and UCML opposi¬ 
tion. It is also likely that, pressed by such 
attacks, both the NC and UCML would 
progressively adopt a rhetoric which 
would be less complimentary to either the 
monarchy or India. Would such rhetoric 
also involve a change in policies in 
substance? 

This new phase in Nepali politics could 
thus witness a fresh round of Iqdia- 
baiting. The ruling and opposition parties 
would freely indulge in this exercise, more 
to score points against each other than 
against India. But this should not unduly 
disturb us. It has to be recognised that, 
like the Nepali Congress which has close 


socialist gnM^s oi'Shekhar 
variety, tte Nepali communists too have 
their contacts in India. The merger of (he 
two communist gioims to form tire 
UCML had the Uessii«s of CPI(M) 
leaders: H K Surjeet attended the polit- 
buro meeting of the Nepal Communist 
Party (Marxist) last December. Smilarly, 
the West Bengal chief minister; Jyoti Basu, 
has kept himself in dose toi^ with the 
leaders of the Sahana-Adhikari faction. 

All this means that the new political 
formations in Nepal would not like to lose 
their contact with India. But there would 
be diffomioes; unlike the Nepali Congress 
which tried to extract maximum mileage 
from Chandra Shekhar’s offtcial visit to 
Nepal in FebruSry, the communisu would 
try to develop an independent approach 
to tackling national problems on their 
own. They would not go over to China 
even while they speak against India. How 
one wishes our mission in Kathmandu, or 
any other capital in South Asia, stops 
patronising political grouping according 
to the single'standard of which of them 
is more vocal in mouthing pro-India 
slogans than others. Such tactics have not 
fetched much diptomatic gains for India, 
but those elements dubbed as *pro-lndia’ 


THERE are numerous parties in the fray 
in the Lok Sabha poll in Bihar, but we 
have analysed candidate selection by flve 
parties, namely. Congress. Janata Dal, 
Samajwadi Janata ftrty, Bharatiya Janata 
Party and Communist Party of India 
(CPI). These parties have fielded 20S can- 
didi^ in all. 

If we take first the caste clusters, it is 
found that 34.1 per cent of the tickets have 
gone to the forward castes against their 
total share of 15.9 per cent in the popula¬ 
tion of Bihar. The other backward castes 
(OBC) have 33.8 per cent share of can¬ 
didates against 48.9 per cent share in 
population. The schooled castes have 
.secured 14.1 per cent of these parties’ 
tickets against their 14.5 per cent share in 
population. Similarly, the scheduled tribes 
account for 8.3 per cent of the candidates 


nogiifmiiln te M ttakft l%ri of (Be 9^^ 
Congr^ tewnea in Kathtaandu and 
daewhereintlredeciioaimuitbeaiiatya- 
ed in this light In an earlier artkie hi this 
journal, I warned against our politiGians 
and MP getting penonaliy too involved 
in Nepal’s movement for democracy. 
Whatever kudos they obtained, they M 
the Nepah masses guessing as to when 
they would be ftee from interference by 
‘Big Brother’ to attend to their oem 
problems. 

Notes 

1 Tht mm of Jndkt. Delhi, May 21, \m. 

2 PressDitrn, Kathmandu, January?, 
1991. 

3 During a personal interview with O P 
Koinia, 1 gathered die impression that he 
was bitterly retenthil of the party dediion 
to boycott the I9U elections. ”We have 
missed the but”, be said,'hnd in podtim this 
could even mean suicide.” Interview, 
Kathmandu, June 6, 1986. 

4 For details see my Politics In Nepal, Allied, 
Bombay, 1964, chapter III. 

5 Though not well dnifted, one may find the 
basic ideas of UPF in Babuiam Bhattarai’s 
Nepak A Marxist View, Kathmandu, 1990. 

6 See ‘MPs Brigade at Kathmandu’, EPW 
March 10. 1990. 


against their share of 8.4 pet cent in the 
population. The minorities, mainly 
Muslims, have 9.7 per cent share in can¬ 
didates against their 13.3 per cent share 
in population. 

Caste-wise examination of the cu- 
didates shows that the largest share for 
any single caste is that of the \hdavas 
followed by Rajputs. Of the candidates of 
these parties 17.5 per cent belong to the 
Yadava caste and 13.6 per cent to the 
Rajput caste: These two castes account for 
nearly half the candidates of their respec¬ 
tive caste clustm or groups. The pop^- 
tion of Yhdavas in Bihar is 14.6 per cent 
and that of Riqputs 5.9 per cent. Of the 
total candidates belonging to the forward 
castes group. Brahmins constitute 8.7 
percent. Bhumihars 7.8 per cent and 
Kayasthas 3.9 per cent compared to the 


Caste and Candidate Selection 

Lok Sabha Poll in Bihar 

Ravindra Komar Verma 
Nihora Prasad Yadav 


I he manifest influence of casic affiliations in the selection of 
candidates by the principal parties for the Lok Sabha election 
bears out the proposition that representative politics in Bihar has 
strengthened the caste system instead of weakening it. 
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Caste 

Con- 

greu 

Jnaata 

Dai 

BIP 

SIP 

CPI 

Ibtal 

Brahmin 

6(11.1) 


8(142) 

2(3.8) 

2(252) 

18(8.7) 

Bhumihar 

7(13.0) 

IDT) 

7(13.0) 

1(19) 


16(7.8) 

Wtiput 

7(I3J» 

5(13.5) 

6(11.1) 

10(190) 


28(13.6) 

Krawstha 

1(1.8) 

— 

3(5.5) 

4(7 7) 


8(3.9) 

'Rittl forward castes 

21(38.9) 

6(162) 

24(44.4) 

17(326) 

2(25.0) 

70(34.1) 

Yhdava 

5(9.3) 

9(24.3) 

8(14.8) 

8(13.4) 

5(615) 

35(172) 

Kan 


3(8.1) 

3(5 5) 

2(3 8) 

1(122) 

9(4.3) 

Kurmi 

9(16.6) 

3(8.1) 

1(1.9) 



4(2.0) 

Bania 


— 

4(7.4) 

7(134) 



Others (Mallah) 

— 


1(19) 




Ibtal other backward castn 14(25.9) 

15(40 3) 

17(31.5) 

17(32.6) 

6(75.0) 

69(338) 

Scheduled castes 

8(14.8) 

6(16.2) 

8(14.8) 

7(13 5) 


29(14.1) 

Scheduled tnbes 

5(9J) 

2(3.4) 

5(9.3) 

5(9 7) 

— 

17(8.3) 

Muslims 

6(11.1) 

8(21.7) 

— 

6(116) 

— 

20(97) 

Orand total 

54(100) 

37(100) 

54(100) 

52(100) 

8(100) 

»)S(I00) 

Ato/r Figures in parentheses are percentages 






Table 2 Distribution or Ticklts to Women 



Castes 

Congress 

SJP 

BJP 

JD 


Total 

1 

2 

3 

4 

5 


6 

Bhumihar 

2(22 2) 

— 

1(25 0) 

1(100) 

4(21 1) 

Rajput 

103 4) 

- 

— 



1(15 7) 

Kayastha 


— 

5(75 0) 



1(15 7) 

Total K 

5 

• - 

4 

1 


10 

Yadava 

1(11 1) 

— 




1(5 1) 

Bama 

- 

t<20 0) 

- 



1(5 1) 

Ibul OBC 

I 

1 


— 


2 

SC 

2(22 2) 

2(40 0) 

- 

— 


4(21 It 

ST 

1(11 1) 

1(200) 


— 


2(10 5) 

Muslims 


I 




1(5 1) 

Grand total 

9(100) 

5(100) 

4(100) 

KKX)) 

19(100) 


Note Figures in parentheses are percentages 


13.6 per cent share of Rajputs. Among the 
other backward castes group, other than 
Yhdavas, Kurini, Koin, Bania, Mallah, etc, 
are the major constituents. Thus the OBC 
group can be divided into two sub¬ 
groups—Yadavas and non-3&uiava&—with 
the 'VhdavBs’ share being 17.5 per cent and 
that of the non-Yhdavas 16.3 per cent. The 
caste break-up of scheduled caste, 
scheduled tnbe and Muslim candidates is 
not available for analysis. However, it mi^ 
be mentioned that all the candidates 
among scheduled castes belong to the 
Pasi, Duaadh, Chamar and Dholn castes. 

The Congress has allotted 38.9 per cent 
of its tickets to the forward castes, of 
which 11.1 per cent has gone to Bmhniins, 
13 per cent to Bhumihars, 13 per cent to 
RitiPUtB and 1.8 per cent to Ki]wthas. It 
has provided 23.9 per cent of tickets to the 
OBC group, of which 9 3 per cent has 
gone to Y^vas and 16.6 pet cent to 
Kurmis, Kmris and Banias. The Congress 
has provided 14.8 per cent tickets to 
scheduled castes and 9.3 per cent to 
scheduled tribes. The Congress Party has 
given 11.1 per cent of its Uckeu to 
Muslims. A big chunk of Congress 
Dominees are thus from the forward 


castes, mainly Brahmins, Bhumthais and 
Kajputs. ^ the same tune, the party could 
not avoid giving a substantial share to the 
Yhdavas. 

The Janata Dal has allotted only 16.6 
per cent of its tickets to the forward castes, 
comprising Bhumihars (2.7 per cent) and 
Ritiputs (13<S per cent). Of the total can- 
did^ of the Janata Dal 40 J per cent are 
drawn from the OBC group. Among the 
OBC group, Yadavas have secured 24.3 per 
cent of the tickets, compared to Kouis (8.1 
per cent) and Kurmis (8.1 per cent). The 
politically viable OBC group caste Bania 


has not been provided any ticket by the 
Janata Dal. However, as part of the seat 
adjustments, JMM has fleided one Bania 
from a constituency where the JD has not 
fielded any candidate The IM hat pro* 
vided 16.2 per cent tickets to scheduled 
castes and 5.4 per cent to scheduled tribes. 
A remarkable fact is that the JanaU Dai 
hat provided the second largest share of 
party tickets, after the itedavas, to the 
Muslims amounting to 21.7 per cent. 
Yhdavas and Muslims together constitute 
46 per cent of total JD candidates. 

Like the Congress, the BJP has 
provided the hugest chunk of Uckets to the 
forward castes (44.4 per cent). Out of this, 
14.8 per cent tickets have gone to 
Brahmins, 13 per cent to Bhumihars, Il.l 
per cent to RajpuU and 5.5 per cent to 
Kayasthas. The share of the OBC group 
in BJP candidates amounts to 31.5 per 
cent, the largest share of which has gone 
to Yhdavas (14.8 per cent) followed by 
Banias (7.4 per cent), Koins (5.5 per cent) 
and Kurmis and Mallahs (1.9 p^ coit 
each). The BJP has allotted 14.8 per cent 
seats to the scheduled castes and 9.3 per 
cent to the scheduled tribes. It is notablt 
that the BJP has not provided any ticket 
to the Muslim community, though the 
party has given one ticket to a Christian 
nominee. 

The Samajvadi Janata Party has pro¬ 
vided 32.6 per cent tickets each to the 
forward castes and the OBC However, 
among the forward castes, the SJP has 
given the largest share (19 per cent) to the 
Rajputs compared to 7.7 per cent to 
Kayasthas, 3.8 per cent to Brahmins and 
1.9 per cent to Bhumihars. Among the 
OBC ^up, the SJP has provided 15.4 per 
cent tickets to Yhdavas, 3.8 per cent to 
Koins and 13.4 per cent to Kurmis, Banias 
and Mallahs together. The SJP has pro¬ 
vided 13.5 per cent tickets to the schedul¬ 
ed castes arid 9.7 per cent to the scheduled 
tnbes. In the Congress fashion, the SJP 
has provided 11.6 per cent tickets to 
Muslims. The party is apparently 
dominated by l&davas and Rajputs. 

The CPI has seat adjustments vnth the 
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behaviour of eattn in India biddn to tlttt -sodd justice; to oflito wordi, they haw 


Janata Da! and so has fklded only eight 
candidates. It has allotted 2S per cent of 
its tickets to the forward castes and the 
rest to »)>< ! iHC. Among die OBC the CPI 
has gii ’M>' > per cent tickets to \hdavas 
and tt»' • • ' >2 5 per ant to Koiris. The 
CVI h i' fif i> ri ovided any ticket to SC, ST 
ci.d N't I s 

As i'ci Lok Sabha. elections in 

Biho oil’s participation again le- 

maui^ ;« <*.. rite total number of 
women custc. .mts was 12 each in 1967 
art* ■- i 9 in 19 in 1980,16 in 1984 
aiu 1 rt *999 For the parties under 
res'trw h- < ''m total number ol women 
cand) 1 . 1 '. > I.. amounting to merely 9.2 
per ucut Ol ihc total number of can- 
didaif > <niii(es.s has provided relatively 
moretickrt n. women than the other par¬ 
ties. I he .'.(uigress has allotted 9 tickets 
to women compared to SJP S, BJP 4 and 
JD one. t It' alt women candidates 21.1 per 
cent each aie (Uiumihars and Scheduled 
Castes and i '< " per cent each belong to 
Rajputs and Kayasthas. Women from 
Yadava and Bania castes and Muslims 
constitute S 1 per ant each among total 
women candidates. Of total women tickets 
10.5 ps'r Cent have gone to the scheduled 
tribes 

Tlie Congress Party has aUotted tickets 
to women belonging to Bhumihar, Rajput, 
Yaduvrt, scheduled castes and scheduled 
tribes I hr BJP has distributed its tickets 
to women confined to the forward castes 
(Bhumihar one and Kayastha thra). The 
Janata Uai has given its single women’s 
ticket to a Bhumihar woman. The SJP has 
provided tickets to women belonging to 
OBC, ST and Muslims (20 per ant each) 
and SC (40 pei cent) 

The c.islc factor, it should be clear from 
the above, has a great bearing on politics 
in Bill..! ) bough political parties cannot 
entireW i tniine themselves to caste or 
social gioups for their ideology and sup¬ 
port. the weightage given by particular 
parties to particular castes is evident. Par¬ 
ties \ III ■» pioiiMsi' MiLial )ii>iKc, shaiing 
of pov'cr an.l protection of depressed 
classes (JD and CPI) have largely conan- 
trated on the OBC, SC, ST and minorities. 
Parties like Con uess and BJP ha\e, on Ihc 
other hand, concern i .tied on the torwaid 
castes, followed by the stronger among the 
OBC. The SJP has distributed its tickets 
more or less evenly among all the caste 
clusleis. 

It may be concluded, following M N 
Srinivas. that the caste system is 
strengthened rather than weakened,by 
representative politics in India. No doubt 
there has ban some shift in dominant 
status from (he upper castes to the in- 
termediaiy castes (OBC), but the caste 
system has not ban disrupted. Also, the 


of status groups in otoer societies. While 
polarisation of castes has taken place; this 
cannot be reganM as synonnnous with 
economic polarisation in sdaety. The 
essena of this polarisation is social status 
based on political power and authority. 

Finally, in the given pattern of sharing 
of political power certain groups are 
bound to be denied political power, at 
least lelativdy speaking. Even parties that 
champion social justia have thought of 
advancement of such justia on the basis 
of caste groups, ignoring intra-group 


THE reports of widespread election- 
related violena from various parts of the 
country have tenifcd to ignore one impor¬ 
tant aspect; the extent to which this 
violena is directed against the weaker 
sections of society and the candidates who. 
genuinely represent the aspirations of 
these sections in the elections. Due to a 
host of factors there are not many con¬ 
stituencies in which such candidates are 
strong enough to become serious con¬ 
tenders for electoral victory. But where 
they have managed to acquire a strong 
presence, after a difficult and prolonged 
struggle involving many sacrifices, well- 
organised and cruel efforts are set in 
motion days before the election to hinder 
their efforts and hound them out of a 
possible victory. 

This can be seen clearly in the pre¬ 
election sane in the Kaiimnagar Lok 
Sabha Constituency of Andhra Pradesh. 
Here a CPI(ML) (Resistance) candidate 
N V Krishnaiah, who had earlier ban 
elected to the State assembly, is saking 
election for the Lok Sabha. He has a 
strong base to damage which arrests and 
torture have been unleashed by the polia 
against his supporters. 

lb quote from a letter wrijtten to the 
chief-dectoial officer, Andhra Pradesh, by 
C Kondapi, convenor of Election i^tch, 
a citizens’ committa to oveisa the con¬ 
duct of the eketions and to educate tlw 
voters on their rights, “The polia' 
machinery in the district (of Karimnagar) 
has openly taken up the political task of 
defeating the CPI(ML) candidate N V 
Krishnaiah. Obstruction of canvassers, 
disruption of election meetings by preven¬ 
ting people from attending them, arrests 
and torture of nipporten and openly 


provided -t disproportionate share of 
pohdal representation to one or toe other 
caste at the cost of other castes of the 
same group. As such the emetgena of 
new deprivito castes is inevitaUe these 
castes express^ thdr discontent ud 
fighting back in~the near future 
Most important, we have seen, the 
poUtical parties do not care fw women’s 
participation and women’s diare in 
politick. power and thus perpetuate 
established social traditions against 
women 


.threatening people that they would be 
liquidated if they vote for the CPI(ML) 
are being routinely and openly done by 
the polia Repeated rqxesentations to the 
administration and d^on authorities in 
the district have yielded no positive icsuitT 

‘Efection has also forwarded a 
list of 60 incidents of arrests, tortures,' 
extortions and insults of a serious natme. 
In a most revoiing incident reported ftom 
Gangadhara polia station, thiw women 
activists of CPI(ML) were stripped end 
beaten by women police; in front of nudr 
poliamen who threatened to rape them. 
These 60 incidents inddentally only cover 
the period up to May IS. Sina then there 
have been further assaults on the activists 
of the party. According to CPI(ML) 
sources in Karimnagar, two activists 
Sanjeeva and Gangaia hsme been arrested 
and killed. 

Nishant Natya Manch, a Delhi based 
street theatre group yvhich visited Karim- 
•nagar to mobilise support for the 
CPl(ML) electoral effort, was hindered 
lime and again by the police and their pro¬ 
grammes disrupted. The polia have 
openly threaten^ the artistes saying that 
t^ would be killed if they continued to 
stage plays there. The funmkmtog of the 
party’s election offia has also been 
disrupted as have been the election 
meetings. Leading ptdhica] parties appear 
to be supptMting the tenor tactics of the 
polia Somewhat dmOar obetractkms 
have been put in the way of the party’s 
candidate in Nalgonda oonstituency. 

If this is the treatmeot ie|N«ientatives 
of the poor receive durfaig ekctkws what 
sort of equal opportunitia are avaikUe 
to them in the sort of denocncy that 
exists in India? 


Elections: Violence against Poor 

Bharat Dogia 


Candidates who represent the poor are a particular focus of 
violence which even the police encourage. 
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Story of Itadinatiya 

Adivasi Struggles in South Rigasthan 


On April 2, 1990, the tribal village of Hadmatiya in south 
Udaipur district was subjected to a brutal police assault. Nearly a 
year later this village waA attacked yet again and destroyed. These 
organised attacks reflect the social tensions generated in the 
course of a process of development that perpetuated conditions of 
deprivation and dependence for large sections of tribals in this 
region. 


HADMATIYA is an adivasi village 
situated in Salumbar tehsil of south 
Udaipur. The village was Kttled about two 
generations ago when adivasis migrating 
down from the hills cleared the open scrub 
forests and began cultivating the land. At 
present thoe are about 200 households 
living in the village Rainfed agriculture 
is the basis of the village economy. Maize 
IS the main crop but when the rains are 
good a second crop of wheat and gram 
can also be sown. The moist unkbed has 
traditionally been used for sowing winter 
crops in the dry season. Even though the 
individual holding of about seven btghas 
does not seem meagre, the cultivator is 
lately able to eke out a subsistence from 
such a holding. In Normal years the 
adivasi household has enough only for 
three foui months subsistence In better 
years the household stocks could last for 
about seven or eight months. Only one- 
third of the cultivated area receives 
irrigation. 

The Madar-ka-nala is the main source 
of irrigation. A new tank was built after 
the last drought two years aga The village 
well is used mainly for drinking water and 
the charm (petsian wheel) is in a state of 
disrepair. A few years back large sums 
were sanctioned for tubewells under the 
Jeewandhara.Scheme of the LlC. These 
sanctions were largely under false names. 
At present all the four wells (costing 
between Rs 1400 to Rs 1,800 each) are 
lying incomplete. In any case, tubewells 
are useless since the vil^e has no elec¬ 
tricity connections. Moreover, the over¬ 
ruling need in this letjTon is not additional 
expenditure on tubewdls but on bunding 
and levriling operations (medhbandi) 
since bbtter land and water management 
ate crucial for the development of agri¬ 
culture in this dry inhospitable tract. 

The forest provite some possibility of 
self-provisioning. While tl,e village itself 
does not hmie any forest|Uid the adjoin¬ 
ing village of Ghatet has ikoout KHhaof 
forest land. Timber thatwan be used for 
house-buildihg is not ifoilable in this 
forest, M the adivasis am idsle to collect 
up to eight to 10 bimdleiof fodwood hi 
• montfo A htMfoad <rf foelWQO^ 
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sold in the adjoining vyapari qasba 
(market village) of Bbabrana for about 
Rs 10-12. But this source of income 
depends on the whims and vagaries of the 
forest officials. With the depletion of 
forests the tribals are forced to go longer 
and longer distances even for their own 
requirements of fuelwood. Unlike the 
forests in the adjoining tehsils minor pro¬ 
duce like gum and katha are not available 
in these forests. The cumulative impact of 
$ucces.sive years of drought and the dearth 
of pastures and grazing land has told on 
ihc lievstcKk ol ilic triKils bvei since green 
loddct has become pratiiclaly non-evistent, 
mikh cattle base stopped yielding milk. 

With the livelihood traditionally deriv¬ 
ed from land, forests and livestock becom¬ 
ing increasingly insecure the adivasi is 
forced to seek employment elsewhere The 
possibility of rinding work as agricultuial 
labour is limited. Further very few 
industries have been set up in the area. So 
the adivasis generally seek casual employ¬ 
ment, locally through contractors, in 
public works, construction sites or hotels 
and dhabas. Such casual labour is 
insecure, uncertain and grossly underpaid. 
Daily wages for both men and women are 
about Rs 10-12 in the region, i c; about 
half the legislated minimum daily wage of 
Rs 22. The villagers also go to Aspur, 
Salumbar and Jhallara after the rains to 
cut grass, and to Udaipur for casual 
employment as construction workers. 
The Siuijela soapstone mmes are not 
very popular but many have gone to 
Ahm^abad and even Vadod to seek 
employment as loaders, or in dhabas uni 
ho^ Such migration is usually of a cou¬ 
ple of months duration, in the course of 
which they normally collect about 
Rs 300-400. 

Over the years the adivasis of Had¬ 
matiya have become indebted to a money- 
lend^-trading fomily based in Sahunbar. 
Starting with a small trade in cloth this 
family has grown to control the bulk of 
the land in Hadmatiya.and has gained 
control over the bulk of the village land. 
At the time of the land reform settlement 
of tile fUldes, 278 bighas m the viUitie WSR 
allotted to the moneylender (STS^Ughas 

1991 


II we incnioe ms ranu in imt papnning 
villages). After the impfomentatlon of 
Land Ceiling Act in the 70s, 90 bighas 
were transferred to the villagers. However, 
they were not aware of this until recently 
and have been paying a one-fifth share of 
thar harvest as rent Those whose fields 
have been mortgaged to the moneylender 
part with half their harvest. He has also 
taken over the cultivable land of the 
tankbed which has traditionally been 
cultivated by nine adivasi families A large 
number of the adivasis are bound by the 
growing burden of debt to work as sagaris 
(bonded labour) on the moneylenders' 
fields They are forced to borrow bullocks 
against the payment of a bag of grain at 
harvest (Thai is, after a harvest of about 
SIX bags of grain from the morfgaged 
field, the adivasi is left with only two to 
subsist on, after paying the dues of four 
bags of grain to the moneylender) 

Every bit of protective legislation that 
has been promulgated to safeguard the 
interests of the tribals against such 
exploitative practices has been flouted 
Conditions in terms of infrastructure and 
community services in the village are 
abysmal. Drinking water is brought from 
the Village well and hand-pumps. Elec 
tricity poles have been put up but the 
wiring has not been completed for more 
than two years There is a primary school 
three km away but classes are rarely held 
despite the appointment of five teachers. 
The nearest primary health centre is at 
Matasula, nearly 10 km away The 
hospital IS at Salumbar 35 km away, but 
there is no public transport available to 
take a patient to the hospital I'he State’s 
developmental and welfare efforts have 
apparently left the lives ot the tribals 
untouched 

At TAC KS ON H ADM AI lYA 

Icnsions had been blowing in Had- 
mativa for sometime with the continual 
harassment and extortion the villagers 
were facing at the hands of the Salumbar- 
based moneylender, Ihsdukh Hussain. 
Villagers from Hadmatiya contacted the 
activists of Rajasthan ktsan Sangathan, 
sometime in the beginning of 1990 The 
immediate issue was that of cultivation 
rights of the village tankbed traditionally 
with the adivasis 

On March 2, some villagers commenced 
the cultivation of moong in the tankbed. 
On March 5.1990 an MR had been lodg¬ 
ed by the moneylender accusing 37 
adivasis of theft and trespassing (the case 
IS still pending) 4i II am the same 
morning the SHO Jhallara (Mohammad 
Sharif) and the SHO Salumbar (Narain 
Singh), alongwith nine other constables 
reached the village Some women were 
manhandled. The provoked villagers 
retaliated by throwing stones and a few 
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Totmted and pmnptly filed CMei of 
■mult and encmpt to murder aiiiiiit the 
villagen. The polke vendetta was, 
however,' not limited to regiitering such 
cases. The songathan leaders had met the 
district administration and an impartial 
enquiry by the administration into 
moneylending and land-ownership in 
Hadniatiya had been ordered. But the 
poUce went on a rampage even before this 
investigation, scheduled fm April 4, could 
commence: 

On April 2,14 jeeps, 4 trucks and a bus 
load of poUcmoi a^ some henchmen of 
the moneylender arrived at the village 
tempk. The village was surrounded and 
the villagers were chased and herded for¬ 
cibly in a field near Dhavda. Indiscri¬ 
minate firing followed. iMsmen were strip¬ 
ped and beaten up. 

There was no authorisation for this fir¬ 
ing which caused mjury to 35 adivasis. 
The police claimed provocation and lodg¬ 
ed cases of attonpt to murder against 47 
villagers. The case has been commuted to 
that of assault and is currently pending 
against 30 villagers. The false cases and 
the firing are part of the attonpt to in¬ 
timidate and terrorise the villa^ who 
had begun organising against the exploi¬ 
tative practices of Ihsdukh Hussain. 
Despite the fact that many of these prac¬ 
tices should have come under the purview 
of the protective legislation for tribals, 
poiioe asdstance was made available to the 
money lender and this brutal attack was 
launched. 

After last year's firing the villagers of 
Hadmatiya refused to pay Disdukh 
Hussain any rent and began resisting bis 
Bctortionate demands. Evm in the face of 
police reprisal cases were filed against the 
SHO Salumbar and the SHO Jhallara. 
The activities of the Rajasthan Kisan 
Sangathan began antagonising a range of 
people. The patwari was forced to rAum 
bribe money and to explain to the villagers 
the status of their land rights. Urey op¬ 
posed the unfair practices and hoarding 
activities of traders in Bhabrana and ad¬ 
joining villages (including the Sahkari 
Samid retailer Abhay Singh of Badatalab). 
The forest officials and the associated in¬ 
terests who had been getting rich on the 
fat of the land found themselves increas¬ 
ingly unable to condnue the illegal trade 
in forest produce. The activists of the 
sangathan in Hadmatiya had put a virtual 
stop to illegal felling. Ihickloads of wood 
werenot allowed to be removed from the 
forest. The sangathan even lodged a case 
against the forester Shambhu Singh and 
I trader from Bhabrana, Bhawarial 
Somani, for assaulting tribals of the 
village. Worse than the loss of income was 
the fact thm tlw tribals were somehow 
“beiiig ghen the impression that the forest 
belongs to tiiem”. 


and trading interests, die poUee and the 
forest mafla, the sangathan also an¬ 
tagonised sections of the tribal popula¬ 
tion. They have posed a challenge to the 
tradition^ leadtnbip in the village com¬ 
munities. Ibjiya, the gamethi of the nearby 
village of Jhadap, was one such tribal 
chief who had b^un feeling increasingly 
threatened by the growing base of the 
sangathan in his village. About 20 families 
in Jhadap support the sangathan. The 
gamethi traditionally has the absolute 
authority over the lives of the other 
adivasis. Tbjiya had prescribed a code of 
conduct for the villagers. This had to do 
with ritual offerings at marriages and 
feasts apart from allowing him the right 
to levy fines for aror disregard of the code 

It is therefore not entirely accidental 
that the recent attack on Hadmatiya was 
precipitated by an altercation between two 
of its villagers and an adivasi truck driver 
from Jhadap on February 28, 1991. The 
form in which these smouldering tensions 
manifested themselves subsequent to this 
skirmish has allowed the real issues to get 
obscured. 

On the day after this incident some 
persons from Hadmatiya went to Jhadap 
to settle the issue Hiey were attacked and 
two of the group were detained forcibly. 
A group of about 25-30 persons had to 
rescue them. The next day two groups 
from the two adivasi villages congregated 
near Bhabrana in a tense confrontation, 
but there were no clashes. By the time the 
police reached the spot the crowd had 
dispersed. 

At eight the same evening four persons 
from Hadmatiya informed the Jhallara 
thana of their fears of an attack. By II 
the same night police reinforcements had 
been sent by the superintendent o( polite. 
Udaipur to the thana. The patrolling 
police discovered ‘nothing untoward’ but 
the Hadmatiya villagers assert that 
meetings and plans were afoot that even¬ 
ing for the next d^'s attack. Bhawarial 
Somani, Avtar Singh and Lakshman 
Singh of Bhabrana, Abhay Singh of 
Badatalab, Ibj Singh of Bhopalpura and 
Sarup Singh of Kothar and Shambhu 
Singh the forest officer and other power¬ 
ful persons of the region are reported to 
have been involved in this meeting. Their 
antagonism to the growing activism of the 
tribals has been brewing for a long time. 
In any case, it seems unlikely that a minor 
altercation would lead to such mob 
riolenw without more powerful backing. 

Aromd 11.30 on the morning of 
March 3, an armed mob of about 400 to 
500 persons had collected near Had- 
matiya. They consisted of people from 
Jhadap, Bhabrana, Manpur. Matasula, 
Bhopalpura, Badittalab, Kothar and 
Loh^h. The flrst house to be attacked 
was that of Mangilal ^aqjela village), the 


'I%e attaciinn syitsautioidly loou^ 
burnt houses in those phalba of Had¬ 
matiya where the sanyithan activists 
lived—Dhadawada. Sagdawada, Oamethi, 
Gaddha and Phutatalah. Most,of the 
villagers escaped to the nearby Helds. 
Those who could not were badly beaten. 
Ooats were siauiditered and burnt. Seventy 
bouses were destroyed. All that remains 
in the wreckage of the gutted dwellings are 
charred and crumbling vmlls. luoken tiles, 
broken ehakkis and grain bins, charred 
remnants of the wooden doors and scat¬ 
tered ash. 

The police arrived too late to prevent 
the carnage or round up the attackers. 
This despite the tact that four persons 
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non aie vttuge bM gone ti> w<: 0)Kmi CM 
previous night and i«quested police pro* 
tection for the Wllage. They were detained 
that night for their own security’ but no 
one from the thana thought it necessary 
to accompany them to the village the next 
morning. We were told that a few villagers 
had returned twice on the morning of the 
third to the thana to report the congrega¬ 
tion of an armed mob near Hadmatiya 
but no assistance was sent. According to 
the SP. Udaipur, a police contingent was 
sent as soon as the patrolling police saw 
smoke arising from the village. Whatever 
the point of time or circumstances in 
which the police arrived, it is clear that 
the attackers had a field day and that no 
serious attempts were made either to pre¬ 
vent or restrain the attack. For, it is dif¬ 
ficult to believe that an armed mob of 300 
persons could become invisible to the 
patrolling police on duty explicitly to pre¬ 
vent a confrontation at Hadmatiya. Also, 
if the terrorised villagers could go a 
number of times from the village to the 
thana on foot, that morning, why couldn’t 
the police with better transport facilities 
make it on time to the village? The con¬ 
trast with the police forces’ prompt 
assistance to the moneylender iksdukh 
Hussain, last year, is a stark reflection of 
he insidiously partisan role of the local 
rolicc. 

The first arrests were made only the 
text morning after the SP, Feroz Khan, 
irnved on the spot and surveyed the 
ollage. The Hadmatiya villagers were 
inderstandably waiy of police interven- 
lons, given their bitter experience of 
police ‘protection’, and initially refused to 
lile FIRs. (This refusal is now being held 
igainst them.) Six persons were arrested. 
They are all adivasis belonging to the 
Dayma tribe (The Daymas are listed as 
1 criminal tribe More relevantly, many of 
:hcm work on the fields of the Rajputs 
III Manpur.) T he main pcrpetiators of the 
ittack according to the sangathan activists 
:oiitinue to lemaiisoutside the purview of 
legal action. 

The estimated loss is more than Rs 4 
lakh Rs 2 lakh have been sanctioned by 
the government in addition to Rs USOO per 
family under a group insurance scheme. 
This amount is yet to Teach the villagers. 
In the meantime provisions for food for 
about seven days were made. Only there 
are no stoves or fuel to cook with and 
nothing with which to grind the grain. 
Blankets have been distributed to those 
families with more than five members, 
that IS SO blankets for the 363 affected 
persons. 

The government has promised supplies 
of ketu (day tiles) to repair their roofs. But 
the charred wreckage of what was once 
the home of the adivasis needs much more 
than a roof. The wooden structure that 
supports the mud walls has to be built 


ggaiti. Timber tor bouse oMUttveaoncan 
be collected free of charge by the v&lagers 
but there are no forests nearby which have 
the right kind of wood. More important, 
the requirements of* rebuilding 70 houses 
cannot be met without a inaior felling 
operation. The normal cost of building 
houses is about Rs 8,000. House building 
is normally something that is planned at 
least two years in advance. Labour for 
building is normally provided by the com¬ 
munity. But to rebuild 70 houses together 
requires more labour than the village can 
provide collectively. The attempts at gran¬ 
ting relief to the adivasis who have lost 
their homes are apparently as far remov¬ 
ed from their struggle for survival as the 
process of development that has denied 
them the right to a decent life and 
livelihood. 

The role of the local politicians in, the 
aftermath of the attack is revealing. The 
C ongress ex-MLA Kamaiabhai (Lasadiya 
constituency) threw caution and the con- 
strainu of pre-electoral appearances to the 
wind and campaigned vociferously against 
the grant of relief to the villagers. The fact 
that he lost the last elections by a narrow 
margin of 8(X) votes may be partly due to 
the influence of the sangathan. The stand 
of the State president of the Congress, 
H P Prabhakar, was more politic Relief, 
according to him, should be given to any 
victimised party, be he an expropriated 
jagirdar in need of rehabilitation or an im¬ 
poverished adivasi who has lost his home 
and ail his assets. The local BJP MLA, 
Narayanbhai, was less visible despite his 
covert support to the demand for the 
release of the arrested attackers. Even 
though Narayanbhai did not visit the 
village afiet the attack, the BJP-affiliated 
organisation, Vanvasi Kalyan Rvishad 
(VKP), surveyed'the area and issued a 
variety of unsubstantiated charges 
(Rajasthan Patnka, March 19, 1991) 
against the sangathan, including a 
ridiculous claim that the sangathan was 
foRing religious conversions. Among the 
must vicious of these charges was the 
threat allegedly issued by the Sangathan 
to the sarpanch of Bhabrana^ that they 
would kidnap “women of five Jain 
families’’ if he failed to pay Rs 30,(XX). The 
adivasis of Hadmatiya are conscious of 
the VKP’s hostility to their democratic 
struggles and refused to accept the iotas 
and thalis sent to them by way of relie! 
after the attack 

The attack on Hadmatiya is clearly an 
attack on the sangathan. The houses that 
were burnt were all those of sangathan 
supporters Repealed demonstiauons led 
by the ex-MLA Kamaiabhai demanding 
the release of the arre.sted persons took 
place in the area. More staining was the 
opposition to the grant of any relief to 
the affected villagers. A few days iat« 
(March 9) a PUCL (R^iastluui) team in- 


vescifaiini into nie mc^wm was attacKea 
when thay entered Bhabrana by a group 
of SO people which included Sarup Singh 
and Bbawwlal Somani 0>oth are merchant 
moneylenders). The RKS activist accom¬ 
panying them was seriously injured and 
had to be hospitalised. 

The fact that the attackers were 
predominantly adivasis has led to the 
obscuring of the root cause of the grow¬ 
ing tensions in the region. The administia- 
tion is projecting the incident as an inter- 
adivasi conflict. Such a projection is con¬ 
venient to those opposed to the struggles 
being spearheaded by the sangathan. 
sangathan is being charged with being 
high-handed and intimidatory in drawing 
its membership, and of increasingly tak¬ 
ing the law into its own hands. From such 
a viewpoint, the attack on the village is 
the result of naxalite ‘extremism’. These 
charges of ‘extremism’ are apparently 
merited by'the growing ability of the 
adivasis to assert and enforce democratic 
rights that have been denied to them not 
only through the subversion of legal pro¬ 
cesses but, more povasivcly, even through 
its actual implementation. 

The violent and unrestrained hostility 
of certain sections to the RKS is beyond 
dispute. The attack and the events un¬ 
folding in its aftermat^ bear testimony to 
the range and power of such hostile foim. 
These forces, be it the local police; local 
forest rangers, traders of Bhabrana, tlw 
saiiiethi ol Jhadup or the moneylender 
Iksdukh Hussain, found their hegemony 
being challenged by the growing influence 
of the sangathan. It is precisely this 
hegemony that led to the tensions in 
Hadmatiya in the first place: 

Both the attacks took place under the 
regime of the BJP government. The 
change from Congress to BJP has ap¬ 
parently made little difference to the pat¬ 
tern and strategy of development that was 
marginalising large sections of the 
adivasis. Under the BJP, however, this 
economic strategy is sought tu be lemfoie- 
ed by a dangerous revivalist ideology. The 
BJP has been attempting to make inroads 
among the adivasis, virtually all of whom 
are Hindus, both through its ‘philan¬ 
thropic’ organisation, the Vanvasi Kalyui 
Panshad, and through its recent rathyatre 
that passed through Rajasthan. The at¬ 
tempt to bring adivasis into the fold of 
the agnation for ihr disputed Ram 
Janmabhoomi temple at Ayodhya is not 
without Its ironies in this region. Fbr the 
rathyatra was particularly well received in 
Aspur where the Rajputs have bemi try¬ 
ing, for a long time, to gain control of the 
Btjwa Mata temple belonging to the 
adivasis. The most ominous aspect of the 
BJP-VKP campaign is the offensive they 
have launched against the democratic 
struggles of the adivasis. These struggles 
are resisting the continuous harassment 
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and extortions suffered at the hands of 
moneylenders, traders, forest officials, 
patwans, contractors and middlemen 
whose intervention is integral to the 
’development’ of tribal regions Political 
parties and the processes of electoral 
democracy in thi> reserved constituencs 
have evidently served to strengthen the 
power of the forces that precipitate in¬ 
cidents like that witnessed in Hadmatiya 

The civil society of the tribal com¬ 
munities IS already being eroded by the 
development process which was displac 
mg communities and creating gradations 
within them 1 he tribal community is far 
from being a homogeneous collective. The 
collusion of sections with the vested m 
teiests res(x>n$ible for the depnvation and 
oppression inflicted on the adivasis creates 
oppositions to any democratic struggles 
even within the community Added to this 
IS the electoral process m reserved con 
stituencies that strengthens and legi 
iimises such collusions with exploitative 
mechanisms While the constituency of 
the elected representatives of the people 
IS derived largely from the adivasis (a con 
stitiiency that is mustered through the 
crucial intervention of the gamethi) the 
clinching support m terms of muscle and 
money power is derived from precisely 
those sections that are responsible for 
unleashing these processes 

Last year's attack was clearly and stark 
ly a response to the resistance of the 
Hadmatiya adivasis to a moneylender’s 
usurpation of their land If a year later 
the conflict and its focus are less defined 
It IS because the dimensions of the con¬ 
flict have become more complex More 
importantly the range of interests an 
tagonised bv the sangathan have also 
become more organised What remains 
unchanged however are the pnvations and 
pressures the adivasi faces and the 
violence of the repiisal against any strug 
gle to change this exploitative structure or 
even to fight foi constitutionally 
guaranteed rights The right of the people 
to organise and struggle against oppressive 
forces, through movements like that laun 
ched by the Rajasthan kisan Sangathan 
has to be defended by all democratic sec¬ 
tions of society 

Fherc is nothing remaikabit in the story 
of this tribal village in Salumbar tehsil 
The same processes are at work in dif 
ferent ways across the tribal belt in 
Udaipur, Dungarpui and Banswara 
districts of south Rajasthan But the 
experience of Hadmatiya is important in 
that It reveals with stark brutality the 
repercussions of the organised attempt of 
the villagers to resist these processes 

[Thi* article is excerpted tiom a rcpoii o< the 
PUOR team which invesiigaied the violent 
incidents | 
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Assassiliatioii and After in 
North-East 

Kanurupee 

With the stakes in the present eiections, espedalty those to the 
State assembly, bang very high, and with every section of the 
peopk very highly politicised, it is unlikely that the ‘sympathy 
vote^ will be a major factor in Assam. 


THE assassination of Rajiv Gandhi and 
the ‘sympathy wave* that it is expected to 
generate in favour of the Congress(l> in 
the rest of the country is unhkeiy to reach 
the north-east region or even if it does is 
unlikely to substantially affect the votmg 
pattern in the region. The only exception 
is likely to be Meghalaya where the Con- 
gressfl), normally always poised to do 
well, is at present rather shaky because of 
several local factors like the un«ipectedly 
notable impact that the Bharatiya Janata 
Party candidate has been having in the 
Shillong (ST) seat and the disaffection 
within the Congress(l) over the failure of 
the party high command to renominate 
the candidate who had won the Hira (ST) 
seat in November 1989 and instead bring 
back Purno A Sangma after he had been 
manoeuvred out of the chief mimstership 
of the State. Sanford Maiuk who had won 
the Ibra (ST) seat in November 1989 has 
resigned from the party and is campaign¬ 
ing along with several other notable Con¬ 
gressmen for the candidate of the united 
opposition,! K Sangma In these consti¬ 
tuencies the death of Rajiv Gandhi and 
the antiapated Sympathy wave' might be 
a factor. In the other constituencies of the 
north-east, the generally favourable posi¬ 
tion that the Congress(I) always enjoyed 
and which had ensured the party can¬ 
didates’ victones again and again will cop- 
tinue to prevail and the death m tragic cir¬ 
cumstances of Rapv Gandhi will neither 
add to nor take away from what has been 
the party’s traditional areas of strength in 
the region. 

Far difficult as it may be to believe, the 
Congressd) in general and Rajiv Gandhi 
in particular (as mdeecTthe Nehru-Gandhi 
family members) have always exeited 
sqme fascination in the north-east, 
especially in the peripheral States of the 
region predominantly inhabited by the 
tribal peopk Fbr one thing, the apparent 
ease and absence of inhibitions and of 
hectoring moralising with which these 
leaders from the Gandhi-Nehru family 
have generally conducted themselves in 
public in these regions have made a 
favourable impression. Secondly, the 
superficial symbols of ‘westernisation* 
with which these leaders used to cover 


themselves, almost ostentatiously as it 
were, when th^ were in these regions, fur¬ 
ther predispos^ the people of the region, 
so avidly attached to the most superfldid 
and ersatz symbols of such ‘westernisa¬ 
tion’, in their favour. The undoubted 
fascination that Rajiv Gandhi had and the 
genuine affection in whidi he was held in 
the region had mote to do with his, and 
even more so with his family members’, 
personability than with any deeper 
understuiding of the social factors that 
had contributed to these superficial 
features. 

The sympathy factor is likely to work 
the least in Assam where even otherwise 
the politically dominant sections of the 
Assamese-speaking people have generally 
cherished anti-Congiess, especially anti- 
Congress(I), views, though even among 
these sections the personality of Rajiv 
Gandhi and his near relations rou^ 
mixed feelings. This has been evident in 
the genuine grief that the assassinauon of 
Rajiv Gandhi has evoked even among 
those sections who in October 1984 had 
gloated over the killing of Indira Gandhi 
as deserved divine retribution. But the 
stakes in the present electioQs, espeaally 
to the State assembly, bang very high, and 
with every section of the people very 
highly politicised, it is unlitely that the 
‘sympathy vote? will ever be a factor in the 


ocdd cakulaiimu tilbeai^ 'Hie 

suspicion that the dismissal ot the AGP 
gavemment (adiiefa, despite itv many gmae 
fisiluies, wassUllseenasburoati* govern¬ 
ment Iv these sections whose overthrow 
should have legitimately been accomplisb- 
ed by the people of the State and not by 
a caretaker government playing pioxy to 
the C^ngress(I)) was en^neered by the 
Congress(I) is still too sftoiigly held for 
the party to make any hca Jway on the so- 
called sympathy factor. 

Above aU, there is the I factoi, for¬ 
mally conunitted to a poici '«t total non- 
.intervention and non-mvuivement in the 
election process, though iu partiality for 
the regional parties (whose leaders it con¬ 
stantly denounces in its polemical in¬ 
terventions in the local press) is no great 
secret. While the organisation is fomiaBy 
banned and its leaders are not able to 
function with the kind of openness with 
which they used to before the dismissal of 
the AGP government, its total antipauy 
to the Congress(I) (along with the BJI^ 
has been constantly reiterated. Indeed, the 
directive the ULFA issued some months 
ago asking members of ali-India political 
parties to formally dissociate tbmseives 
from certain parties, or else face condign 
punishment, explicitly excluded from its 
ambit parties lUce the CPI and the IFF 
while keeping up pressure agasiis: the 
Congres8(l) and to a lesser exteru the B)P, 
in the former case going to the extott of 
killing in broad dayhght one oi ihw most 
non-controversial and popular leaders of 
the party. With ULFA’s views on the Con- 
gress(I) being thus so widely known, and 
with the kind, of clout that ULFA has 
repeatedly demonstrated in the States it 
would require something mucii more than 
the killing of the piesideni of the ( nn- 
grcss(l) lor any sympathy wave on 
behalf of the party lo be generated in 
Assam 
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OXFAM (INDIA) TRUST 


REGIONAL REPRESENTATIVES - INDIA 

OXFAM has seven regional offices in India, all funding local groups for 
rural development activities. OXFAM also responds to disaster situations 
with relief and rehabilitation work. Each office has experienced field and 
support staff. 
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knowledge of economic, social and political issues in the region. Experience 
of managing a comparable programme and similar team of staff is important. 

We are particularly keen to encourage women to apply for these posts. 
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Closing date 12th July 1991 
Interviews in August in New Delhi 

For further details and an application form please write to: 
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E-15 Hauz Khas Market, New Delhi -110 016. 

No enquiries over phone or in person please. In order to cut out costs, only 
shortlisted candidates will be contacted. 
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Sustained people's protest may well result in the stalling of the 
Koel-Karo project. But several other similar projects continue to 
be constructed in the State with little concern for the oustees, who 
are mostly tribals. 


THE ministry of environment is reported 
to have asked the National Hydroelectric 
Power Corporation (NHPC) to prepare 
and submit a comprehensive rehabilitation 
package for the tribals who stand to be 
displaced by the controversial Koel-Karo 
project in Bihar. This may well prove to 
be what the newspapers in Patna have 
described as ‘The Last Nail in Koel-Karo’s 
Coffin’. 

The Koel-Karo Project is just one of a 
number of such projects which are either 
stalled or are progressing at a snail's pace 
due to the resistance of those who will be 
displaced. These include big projects like 
the Subarnarekha Hydel Powet Project, 
smaller ones like the Tenughat Power Pro¬ 
ject and minor ones like the Bhera Water 
Reservoir Project, l,ittlc has been done to 
rehabilitate the displaced people even 
economically, let alone socially oi 
culturally. For instance, the Koel-Karo 
Project. Formulated by the Bihar State 
Elearicity Board (BSEB) in 1973, the pro¬ 
ject was designed to generate 710 MW of 
hydel power by damming the waters of the 
South Kocl river and its tributary. North 
Karo, with a 44-metie high dam near Besia 
and a 55-metre high dam near Lohajimi. 
The two reservoirs were to be connected 
by a 34.7 km canal and giant hydel power 
stations were to be established in Ranchi 
and Singhbhum districts. The cost of the 
project was initially estimated to be 
R.S 390.4 crorc. And considering that the 
government's own estimates had put the 
annual cost spiral to be of the order of 
10 per cent, the cost of the project would 
have shot up to Rs l,(K)0 crore today. Ac¬ 
cording to one estimate, the cost of the 
project has been increasing by at least 
Rs 25 lakh per day. 

When completed the two dams would 
have inundated Il2 villages in Ranchi, 
Gumla and Singhbhum districts affecting 
around 50,000 people from 10,739 families 
who would have lost 50,000 acres of land, 
25-30,000 acres of which belong to 
cultivators. On the rest exist forests and 
the ‘.sarana’ (place df worship) and 
‘sasidiri* (place of cremation) over which 
the local tribals have traditional and legal 
rights. According to the Bihar Sampurna 
Kranti Manch 85 to 90 per cent of those 
who were affected are tribals. It is this 
threat of displacement and loss of access 


to ‘sacred’ forest land which has made the 
tribals oppose the project. 

When the project was formulated by the 
BSEB in 1973 the tribals were kept entirely 
in the dark. But with the arrival of govern¬ 
ment officials to begin the process of land 
acquisition, the tribals rose in spon¬ 
taneous protest. To give their protest an 
organised form the tribals of the Karo 
region formed the ‘Jan Sanyojan Samiti’ 
and those of Kocl region the ‘Jan 
Sangharsh Samiti’. In 1976 the two 
organisations merged to form the ‘Koel- 
Karo Jan Sangathan’. The sangathan is 
not against the project as such. Indeed the 
memorandum submitted by the sangathan 
to the government in 1977 states that the 
tribals are willing to welcome the project 
provided it is turned into a ‘people’s pro¬ 
ject’ which is possible only if the displac¬ 
ed are provided ‘land-for-land’. But the 
government was not willing to concede 
this demand. 

left with no option, the tribals laun¬ 
ched a ‘Kam Roko Abhiyan’ in 1977. 
Following this a tripartite meeting was 


fkialt and repiese^pies'idr tiie goverti- 
ment, and it was decided to undertake a 
joint socio-economic survey of the 
displaced. The survey was carried out in 
two or three villages but later on all the 
questionnaires disappeared from the 
government offices. Following this the 
sangathan submitted a 16-point charter of 
demands highlighting various facets of the 
problem of the displaced and their 
rehabilitation. It demanded total 
rehabilitation—economic, social and 
cultural. But rather than talking to the 
tribals on these demands, the government 
unilaterally announced the rates of com¬ 
pensation. In 1983 the sangathan propos¬ 
ed to rehabilitate the displaced of two 
villages as an example. This was also re¬ 
jected by the administration and the 
government which were not willing to even 
consider the question of social and 
cultural rehabilitation. In July 1984 the 
Bihar government called out armed police 
to help the NHPC acquire land and begin 
work on the project. But the determined 
opposition of the tribals, particularly the 
women, forced the government to recall 
the police. 

In the same year the affected tribals fil¬ 
ed a writ petition in the .Supreme Court 
against construction of the project 
without rehabilitating the displaced. The 
Supreme Court granted a stay on further 
construction unless adequate rehabilita¬ 
tion measures were announced. At that 
time the government's rehabilitation 
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knowledge of grass-roots development NGOs Work involves providing linkage 
between policy set by the Governing Body, translating them into programmes and 
where necessary developing the infrastructure and execution, overseeing and 
co-ordination of project support, development and finance 

The appointment is a 5 year contractual with renewal options and carries a 
minimum salary of Rs 6,000/- p.m, plus DA, Housing, Transport. Provident Fund, 
Gratuity Children's Education Allowance. Medical assistance and LTA 

Applications giving detailed resume of your experience and achievements should 
be submitted within 15 days to Post Box No 3037, New Delhi 110003. Please mark 
the envelope "Executive Director—Special Committee" 
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pBCickge wtt wonn ki mu cnnc invoiv* 
ing a ithabilitation cost of Rs 5,000 per 
family which was grossly inadetjuate. Now 
the authorities are ready to pay Rt 20,000 
per acre foi the best land, which is three 
times the untial rates announced in 1974. 

The tnbals’ stand was that mere cash 
«.«mpensation was hardly enough to make 
up fot the loss of land, the only source 
of their hvebhood. What was more impor¬ 
tant for the tnbals was that the project 
proposal involved the inundation of thdr 
‘sarana* and 'sasidin’ to which they attach 
great importance In the meantime, the 
tribais cut off the road to Lohajimi where 
work was m progrm before the Supreme 
Court ordered a stay The tnbals did not 
allow government officials to enter 
Lohajimi Outsiders were first screened to 
check if they wetc government officials 
before being allowed to enter Lohajimi. 

The case dragged on till 1989 when a 
revised rehabilitation package was 
prepared which envisages ‘m toto re¬ 
habilitation’ of the displaced, land and 
jobs for aU, vocational training and finan- 
aal assistance for those who wanted to be 
self-employed and afforestation of about 
30,000 of the 90,000 hectares of land 
which comprise the project’s catchment 
area. The Koei-Karo Jan Sangathan has 
rejected this revised package as it does not 
dal with the cuiturd rehabilitation of tlw 
displaced. 

The environment mimstry has directed 
the authorities to mould the rehabilitation 
package on the hnes of the one approved 
for Sagar Sarovar Project in Gujarat with 
the added stipulation chat a fresh environ¬ 
ment clearance has to be obtained before 
work begins on the project. This remodel¬ 
ling of the rehabilitation package would 
involve, according to officials, "an addi¬ 
tional burden oi Rs 900 crore, which 
cannot be taken on’’ And it is this which 
has made the NHPC lose interest in 
executing the project. 

SUBARNAKtKHA PRCMfcCT 

But those displaced by other big pro¬ 
jects have not b^ as fortunate as those 
in the Koel-Karo region. Not only they 
have been displaced from their land and 
thus divorced from their only source of 
IKclihood but the imiriementation of even 
the meagre rehabilitation schemes an¬ 
nounced by the government has been 
shamefully tardy. And every move of the 
displaced to seek justice has been met with 
brute force by the government. The plight 
ot those displaced by the Subamarekha 
Multipurpose Project (SMP) is a case in 
pcnnt. Fkced with the threat of displace- 
,nient the tribais of Singhbhum district, 
have been raising their voice against the 
project right from its inception. But unKke 
the prote.sts of the KoeL-Karo Jan 


aangauian, pnNeRs turn nave oeen sup* 
pre^ wi^ k heavy hand on mote thu 
one occasion. On April 30, 1971, the 
police^ in an unpiec^oited action of 
firing on the tribais who were on fast, had 
killed four and arrested 180 others. Four 
years later, the police arrested the tribal 
leader Ganga Ram Kaiundia who was 
leading a demonstration of the tribais 
against the SMP at Chaiiama in Singh¬ 
bhum district and shot him dead. Case: 
of beating up of the agitating tribais by 
the police are of course numerous. Con¬ 
sidering that the tribal r^n of Bihar suf¬ 
fers from endemic water scarcity and 
droughts, it may appear rather strange 
that the tribais of Singhbhum district are 
protesting against the Subamarekha pro¬ 
ject which when completed is projected to 
irngate large tracts of agnculturat land. 
But on a closer look it becomes clear that 
the tribais have every reason to oppose the 
project. 

Formulated in 1974 and sanctioned in 
1977, the Rs 129 crore World Bank-aided 
project envisage the building of a dam 
across the Subamarekha river at Chandil, 
and another across its tributary Ibha near 
Kharkai, two barrages near Ganiia and 
Kharkai, 342 km of canal in Bihar and 
three attendant reservoirs across the 
border in Orissa. When completed it was 
claimed that the Subamarekha project 
would solve the twin problems of floods 
and water scarcity by irrigating 1.6 lakh 
hectares cultivable land in Singhbhum 
district of Bihar, 90,000 hectares in Onssa 
and another 5,000 hectares in West 
Bengal. From this it would appear, as has 
been repeatedly claimed by the govern¬ 
ment officials, that .the tnbals of 
Singhbhum district would be the major 
beneHciary of the Subamarekha project 

But according to tribal leaders and en¬ 
vironmentalists the intensive imgation 
being planned through the Subamarekha 
project is not suitable for the soil in the 
Chhotanagpur region. This, they say, 
would turn the fertile land of Singhbhum 
mto a swamp. What is required, according 
to them, is a resurrection of the traditional 
indigenous irrigation system of the region 
consisting of numerous ‘joria’, ’talabs’, 
‘bhatar’, and ‘mahakaiya’ wluch are 
falling into disuse due to lack of main¬ 
tenance on the one hand and decreasing 
rainfall due to depletion of forests on the 
other. It was with this indigenous system 
of irrigation that Singhbhum district was 
abte to grow its food requirement even 
during the disastrous droughts of 1866. 
But today the same region has become a 
foodgrain deficit area, though as a govern¬ 
ment memorandum submitted to the 
Centre states: “the 17 lidth acre land of 
Singhbhum should be able to cultivate 7 
lakh tonnes of foodgiains going by the 


NOTICE 

It Is hereby notified for the Infocmutoti of 
the public that The Raymond VlboHen Mills 
Limited ptopoies to make an appUcatton to 
the Central Covemmem in the Oepartmeiit 
uf Company Aflain, New Delhi under sub¬ 
section (2) of Section 22 of the MonopoUea 
and Rcstriaive Itade Practicn Act, 1969 for 
apptoval lo the establishmem of a new undc^ 
taking Brief particulan of the propoaal are 
as under 

1 Name a Address of the Appileam The 
Raymond Wbollen Mllla Umlied, Plot 
No IS6/H No 2, &dgaon Vlllaae, 
Ratnagirt 4IS 612 (Mahaiuhtta) 

2 Capial Structure of the Applicant 
Organisation Authorised Capital 
Rs soon lacs Issued and subacribed 
< apitti Rs 1108 2S lacs 

I Management Structure of the AppUcanl 
Oiganisation indicating the namea of 
the Direemis including Managing/ 
Wholctime Oireciots and Manager, If 
an) fhe Board ol llircctors cunaltta of- 
shn Vllatpai Singhania {Chairmm A 
Managing Dmciof) Shn NJ jhavert 
(Simlnet nj KtCff Shrt Madhupad 
Singhania Shri J P 1 hacker, Shrl 
OctkumarLi Aggarwal shnMinooR 
Shniff Shn Nana Chudasama, Shri A R 
Prabhu {Snminer o/ 1/7/) Miri VS 
Nauraian Shn (>aoam Hari Singhania 
iUbotalime IMrattttr) 

4 indicair whether the proposairelaies ID 
csublishtneni of a new undenaklng or 
ann uniiMiiision Proposal relaiei so 
cstabiishmmi of a new undenaklng 

5 laK alion ol the new undertakingAiiill/ 
division Kakinada Past Oodavart 
Disiricl Andhra Pradesh 

6 (apiulsinicture of proposed undertak¬ 
ing Nih applicable 

"I In cast the proposal relates «> the pro¬ 
duction storaip;. supply marketli^ or 
f ommi of any goodsbnicles, Indliw 
I Names ut giKidshrticIcs Hot Briquet¬ 
ted Iron II Proposed licensed capacity 
''SO Don tons per annum Hi Esilmatnl 
annual turnover etc Rs STScroietoo 
full opciatinn 

H In case the proposal leialcs to the pro- 
V Isionv ut an) service stale the volume 
of artiviiy in terms of usual measurci, 
such as valiK inromr turnover, etc 
Not applicable 

9 Cost of the Proieci Is 600 crores 
(Approx ) 

10 Scheme of finance Indicating the 
amounts to be raised from Cost of the 
Protect will be met by equity capital, 
loans from financial Insiliutlona/ 
Banks/Debcniures/Bonds, etc 

Any person inacrcsied in the matwr may make 
a representation In quadruplicile » the 
Secretary, Department of Company AfErin, 
Oovernmeni of India, Shasiri Bhavan, New 
Delhi within 14 days from the dMe of 
publlcailon of this Notice, taRlmariiig hil 
viesvi on the proposal and ImUcatiag iht 
nature of his Imeiesi therein 

For THF RAYMOND WOOUEN MILU 
UMITVO 

Regisured Office 
Plot No IKffi No 2. 

Zadgwn AJi BHAT 

EATNACmi 419 612 SSOtUn 

Dated 28lh May. 1991 
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average yield rale whidi it aitffl* 
cient to meet the re<|uiiement of the 
people of Singhbhum!’ Again, tribal 
leaders cite various government statistics 
which show that not only has the kilgaied 
area, both in absolute as well as in percen¬ 
tage terms, declined sharply over the years 
but the cultivable area and foa%rains 
production have also gone down flibtes 1 
and 2). Despite that Ul! the end of the 
Sixth Plan as many as 41 irrigation 
projects had been completed in the 
Chhotanagpur-Santhal Parganas region 
of Bihar at a cost of Rs 191.8 croic. Most 
of these projects have failed to serve their 
purpose because they arc not suited to the 
requirements of the hilly teriain here. 
Whether it is the Roro Canal hrigation 
project of the Chaiba.sa district or the 
Kolabira dam in Cumia di.strict tr for that 
matter the Tapkara dam in the same 
district, all have failed to provide iiriga- 
tion for the simple reason that they lie at 
a level lower than the targeted fields, and 
the surface is not plain. The Sdbarnarekha 
project is going to be another enlarged 
version of these projects 
All these projects envisage the cairiage 
of water from lower to higher levels 
whereas the indigenous system of Chhota- 
nagpur comprises storage ot rain watei in 
numerous small ponds at places where it 
falls and then channelling this water to the 
dam level fields. Because wf the thick 
layers of granite and nites n the surface 
of these small ponds water is prevented 
from being absorbed by the pond sui face 
and thus the farmers ate able to grow 
multiple crops—foodgraint, pulses and 
spites. 

To what extent the Siibarnuiekha pio- 

ISHII ! iRKK.AItl) \HI A IN SlNr.HHHlM 

Year Net Irrifatcd Irngaied Area 

Area (m Acics) as Peicentagc 
to total Area 

IVJI 102244 IS 

1981 _ S8S30 1 S 

Tabu 2' Cuiiivabis Aria and ^(>oo(.l«AlN 
Prodik tion in Sinchhhum 

Year Cultivable Area i-oodgram 
(in Lakh Acres) Production 
(in Lakh Metric 
Tonnes) 

1975-7)5 17.68 16 43 

1981-82 J6.39 10 57 


TaOII- 3 CULIIVAIOI'S AND At.Rk III ii>rm 
LaBOURLKS in SINOIIBH'IM 


Year 

Cultivators 

Agricultural 

Labourers 

l%l 

618257 

130375 

1981 

383623 

202393 


jaet wBl be able to meet t&e tmgitkHi le* 
quitement of the Singhbhum (Hstrict re¬ 
mains to be seen. What is beyond doubt, 
however, is the fact that the project will 
alter the course of the river in such a way 
that the Santhais, Bhumij, Munda, 
Bhuiyan, Gond, Kharin and other tribals 
of the Kothan region who have been using 
the river waters will no longer be able to 
do so even as industrial units in and 
around Jamshedpur and its inhabitant 
will have access to a daily supply of 40 
lakh litres of water. The project is also ex¬ 
pected to lead to the establishment of a 
10 MW hydel power station near Chandil 
to cater to the needs of the industries. 
According to a souvenir published by the 
‘Teha-Kharkai Bandh Vistbapit Sangh’, 
65.4 crore cubic metre of water out of the 
196.3 crore cubic metre dammed at 
Chandil and 7.3 crore cubic metre out of 
the 104.3 crore cubic metre demmed at 
Teha will be supplied to the industrial 
units in and around Jamshedpur. 

When completed, the Subarnarekha 
project wili submerge, as per official 
figures, 16,980 hectares land at Chandil 
and another 12,750 hectares near Tcha. 
The Chandil dam will submerge 32 
villages fully and 84 villages partially and 
thus would displace 6,773 families living 
in the villages of Chandil block. The dam 
at Teha will submerge 21 villages com¬ 
pletely and another 41 partially displac¬ 
ing around 5,600 families. In ail, around 
70,000 people will be displaced. Further 
the (hiee reservoirs to be built in Onssa 
will submerge 21 villages completely and 
36 villages pariially and will displace 3,24~ 
families in Mayurbhanj district. 

Faced with this displacement the tribals 
have no option but to migrate to different 
areas of Bihai, Assam and Orissa-in 
search of work in the brick kilns and stone 
qiiari les where they are not only eiploited 
in more ways than one but also have to 
face the wrath of (he local goons, an 
instance of which was the two successive 
mass rapes of migrant tribal women work¬ 
ing in (he brick kilns of Jehanabad early 
last year to scare them away. 

Oi'sttis' Plight 

Though the government makes tail 
claims about the rehabilitation of the 
displaced it is a well known fact that 
implementation of these schemes remains 
shamefully tardy. In the case of the 
displaced m the Subarnarekha project, the 
government has announced that adequate 
compensation will be given for the land 
and employment will be provided to at 
least one member from each displaced 
family. But as late as 1988, an enquiry 
committee of the Bihar legislative council 
found that at least 30 per cent of the 
di.spiaced had not received any thing by 


way of compimsatiod. tlie committee 
categorically held that the statistics sup¬ 
plied by the concerned officials about 
rehabilitation of the displaced was 
unreliable, it also detected gross ir¬ 
regularities and corruption in the imple¬ 
mentation of rehabilitation schemes for 
the tribals. 

The team’s report apart, numerous in¬ 
stances of such discrepanaes can be cited. 
Shrawan Bhuiyan of Harsundpur village 
in Nimdih block of Singhbhum district 
was given only Rs 7,000 for two tile-roofed 
houses. He also has a big family con- 
SLsting of Five brothers. Similarly Basudeo 
Mahapaira of village Kashipur in Nimdih 
block received just Rs 10,000 for a big tile- 
roofed house. But a Congress(l) MLA 
Prabhat Kumar Aditya gakan astounding 
Rs one lakh for a dilapidated house which 
was lying abandoned for 20 years. 

As foi providing employment to the 
displaced, the Xavier Labour Research 
Institute, Jamshedpur, recently found that 
the displaced comprised less than 10 per 
cent of the project’s total workforce. Fifty 
per cent of the posts of lower division 
clerks in grade ill were to be given to 
displaced persons, but ii was found that 
in only 5 per cent of such jobs were the 
displaced employed. 

The displaced ot the bubarnarekha 
Project arc not an exception. Most oustees 
are condemned to the same plight. 
Sikadari power project was completed 12 
years ago but the oustees arc yet to get the 
promised employment; in Tapkara village 
of Gumla district a widow has received 
just Rs 1,2(X) for five acres of land; 
another villager could get just Rs 10 
though his two-and-a-half acres of land 
was submerged. A fertiliser plant was 
established at Sindri 40 years ago but the 
28 families who lived in Rohrabandh 
where Sindri town no« exists after having 
been ichabilitated in the neighbouring 
Manohartand are again facing the threat 
ol displacement because they have not 
been given the title deeds to the land. 
Many among the displaced are ypt to get 
the compensation amount. 

Similarly, work began in 1978 at 
Paraiyahat village in Godda district for 
the construction of a reservoir and 355 
families living in the village were to be 
displaced by it. But the government list 
showed only 55 families among the 
displaced. Agitated at this the tribals stop¬ 
ped work which till date has not been 
resumed. In some cases the tnbals have 
been given 'land for land’. But mostly the 
land given has been found to be un- 
culiivable. The displaced families of 
Palua, Ruani, Dillong, Keshtopur and 
Kashipur who had been cultivating at least 
three crops on their land have been given 
uncultivable land on which they cannot 
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grow even a single crop, let alone three, 
and have become paupers. 

Though (he government has been ac¬ 
quiring land from (he tribals for a pit¬ 
tance. II lias been filling its coffers by 
selling ot leasing cut land in the same 
ocality and in cases even the same land 
..I high prices. For instance, the tribals 
displaced by I he Tenughai Power Project 
were given cornisensation at the rate of 
only Rs 1.200 pel acie bu( (he same land 
was leased oui foi 90 years at (he rate of 
Rs 2(),(KI0 per .icic. Similarly, the displac¬ 
ed of the coal mining project of the 
C entral Coal field.s (CTL) in Bermo were 
paid ai the rate of Rs 17,000 per acre by 
the C'C 1 whereas it paid Rs 1.10 lakh per 
acre for the government land, vyhich it 
needed to acquire. These are only a few 
instances of how the tribals are being 
upiooied in the name of development 
without being rehabilitated. But as the 
esample of the Koel-Kaio project shows, 
this cannot continue foi long. 

In this connection the demands of the 
oiganisalion.s leading the displaced 


SFVEN girls have died in the last one year 
in the Maharashtra government’s school 
for mentally letarded girls in Sirur. The 
school with 57 inmates is managed by the 
.social welfare department of the govern¬ 
ment since l%5. This is the only registered 
school ibr mentally retarded girls in 
Maharashtra. Sirur is about 35 km from 
Pune and the school is situated on a four- 
acre plot about 2 km away from the 
village. The gii-ls live in two large rooms. 

The Sirur taluka Janata Dal has asked 
for an enquiry into conditions in the 
school. Even the superintendent of the 
school agrees that these are pathetic. 

Water supply to the school is limited to 
one hour a day. It is not that Sirur does 
noi have good water supply, but this 
school, hardly two kilometres away, does 
not get adequate water. The girls arc 
bathed once in three or four days and that 
too only after the coming of a nurse in 
December 1990. Before that the girls were 
simply herded to the Moti Nallah (a 
.stream) on the Sirur-Bhimashankar Road 
and bathed in the open. This stream is 


peoi^^s ihovunent afaimt the big dams 
in' Bihar assumes importance. These 
organisations had ask^ the National 
Front government to formulate a national 
policy for such projects which would pro¬ 
vide for (a) obtaining and incorporating 
local people’s views in the formulation of 
the project; (b) obtaining people’s accep¬ 
tance of the final project proposal; (c) in¬ 
forming the affected people on various 
aspects of the project proposal; and 
(d) for monitoring of the project by the 
local people. The oiganisations have also 
asked the government to formulate a 
national rehabilitation policy which 
should provide for (a) the completion of 
the process of rehabilitation before 
displacement; (b) the formulation of a 
rehabilitation package to the satisfaction 
of the displaced; (c) not only economic 
but also social and cultural rehabilitation; 
and, lastly, (d) land-for-iand and in ad¬ 
dition jobs to at least one member of every 
di.spla^ family. Needless to say, there has 
been little progress in these directions 
cither at the Centre or in the State. 


also used by truckers to wash their 
vehicles. 

The post of the nurse had remained 
vacant for nine years, though mentally 
retarded girls definitely need the help of 
a quatified nurse. Even the post of a 
lady medical officer was filled only in 
Dewmber 1990 and the lady doctor comes 
once or twice a week and examines the 
girls. No psychiatrist has been appointed 
since 1970. The school also needs trained 
teachers to teach the mentally retarded 
girls but none has been appointed. 

The lone doctor who had been work¬ 
ing in an honorary capacity for last 21 
years resigned in desperation recently. The 
medicines prescribed were never supplied. 
His demand that the girls be bathed at 
least once a week was not heeded. He had 
thus to remove worms from the infected 
wounds of the girls. Without a psychiatrist 
there is hardly any chance of improvement 
in the mental condition of the inmates. 
The quality of food supplied is terrible. 

The superintendoit admitted that seven 
girls had died during the last year and two 
had run away. There are eleven staff 


members coMpilisiAgdiM superinted^ 
thnse clerks for office work, three male 
and three female guards, a cook and a 
sweeper—which means that there is only 
one female guard for 57 girls at any given 
time. According to a report in the Sakai, 
when the reporter visited the school, one 
of the mentally retarded inmates was 
preparing chapatis for the evening meal. 
The official cook comes only in the 
mornings and hence the evening meal has 
to be prepared by the girls. Fbrmeriy the 
school used to be in total darkness 
because the electrical connections were 
faulty. Now at least the lighting has 
improved. 

Almost every girl in the school has 
some skin disease. The girls wore soiled 
clothes. Most of them had close-cropped 
hair. Some were lying on tom bedsheets; 
some had defecat^ on the door of the liv¬ 
ing room. Many girls had scabies and bad 
teeth. Right now the condition of four 
girls is so bad that if they do not get 
medical aid they will die. 

The report of the superintendent about 
the death of the seven inmates is pitiful. 
She said that two girls were too weak to 
be shifted to the government general 
hospital at Pune while four were shifted 
to the hospital. The death of these four 
girls was reported to the local municipal 
authorities. Suvarna Walvekar died on 
July 2,1990 in the general hospital. Anu 
alias Mukti died on May 30, 1990. 
Thereafter 19-year old Baby Enake died 
of heart disease in the school. Ranjana 
Pandit who had the habit of eating grass 
and rags and suffered from heart trouble 
died on December 19, 1990. Her parents 
did not come to daim her body. Arati was 
refused admission in the general hospital 
and she died on January 8, 1991. Nalini 
Sukhdeo who died on December 3, 1990 
was a mongolotd child and had multiple 
deformities. 

Two years back in 1988, one girl had 
been raped by a male guard who was 
suspended from services, llie Sirur taluka 
Janata Dal claims that another girl too 
had been raped, but the superintendent 
denies this. Though all the above referred 
girls died on different dates, only the four 
deaths of Baby, Ranjana, Nalini and Anti 
were reported to the local municipality 
and all of them on one day, January 30, 
1991. 

No women’s organisation has cared to 
enquire into the condition of these hapIcH 
mentally retarded girls. The Lions and the 
Rot.trians send sweets on festivals, 
but beyond that nobody comes to the 
institution—not even the parents who 
have not cared to ask for any* remedial 
measures. Who should be held responid- 
ble for the pitiful condition of these men¬ 
tally reuided girls? 


Slow Death for Mentally 
Retarded 

Wishvas Rarre 

A report on the appalling conditions in the Maharashtra 
government-run school for mentally-retarded girls in Sirur near 
Pune. 
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A New World Ordrar? 

S Nanjandan 


Is the ‘new world order* a euphemism for Pax Americana or a 
real attempt to reshape the world order towards a more equitable, 
more co-operative and more progressive system? 


THREE months have passed since the 
capitulation of Iraq to the Allied forces 
at the end of February, signifying the 
nominal completion of Operation Desert 
Storm. And yet a new world order in the 
Middle East—not to speak of the rest of 
the world—is as far away as, or even 
farther away than, it was before the Gulf 
war. What is this new world order, touted 
mainly by Bush and the Americans? What 
have bera the immediate effects of the 
war? What are the longer*term impli¬ 
cations for the Middle East, for the 
Western world together with its new allies 
in former communist Eastern Europe, for 
the developing countnes in general and foi 
the United Nations? Finally, is the new 
world order just a mirage, an euphemism 
for Pax Americana or a real effort to 
reshape the world order, towards a moie 
equitable, a more co-operative and a more 
progressive system, subserving the world’s 
best inteiests? 

What li Is and What Ii Is Nor 

The term itself is not new Some trace 
it to Woodrow Wilson at the end of World 
War 1 and Winston Churchill at the end 
of World War II. It is not necessary to go 
back that far Certainly the United 
Nations moved in the mid-seventics—at 
the peak of non-ahgncd unity, and Group 
of 77, plus second world cohesion—from 
talking about economic development of 
underdeveloped/developing countries to 
agreement on international co-operation 
for implementing a New International 
Economic Order (NIEO) calling for a 
more equitable distribution of and access 
to world resources of capital, technology 
and raw materials and an accelerated rate 
of growth of developing countries. Flow 
of investment resources and transfer 
of technology on favourable terms, 
guaranteeing prices of commodities and 
ensuring markets for them and redistri¬ 
bution of global industnal capacities so 
that developing countries attained a 25 pet 
cent share in world industrial output by 
the year 2000 (the so-called Lima Ikrget) 
were essential elements of NIEO. The 
Western world, except mainly the 
Netherlands and Scandinavia, fought 
hard to concede as little as possible, and 
no sooner had the cohesion of developing 
countries mid the power of oil and OPEC 
dissipated by the end of the seventies, the 
West under the dominant and aggressive 


leadership of the United States back¬ 
tracked successfully, pooh-poohed the 
NIEO and stalled the North-South 
dialogue. 

Since the beginning of the Reagan era, 
the United States has asserted vigorously 
its national interests in the pursuit of its 
foreign policy bilaterally and in the world 
fora. This approach has continued 
throughout the eighties and into the 
nineties. The benevolence and egali¬ 
tarianism of the Kennedy-Johnson and 
Roosevelt era. whether in foreign or in 
domestic policy, were given up for the 
rigours and inequities of supply-side 
economics, the market mechanism, free 
enterprise and the private sector. 
American interests were pursued through 
international agencies controlled by the 
United States: World Bank/IMF and 
GATT, rather than those, e g, UNCTAD, 
or the United Nations itself, perceived to 
be dominated by the majority, i e, the 
developing countries. The lever of the 
United States’ mandatory contribution to 
the United Nations and its agencies 
(assessed at 25 per cent of the budget) was 
successfully used to exercise de facto 
dominance in the UN and its agencies 
overtly controlled for a decade and a half 
by the Group of 77 with the often tacit 
suppoit of the USSR and the Eastern 
bloc To be fair to the United States, its 
stance was necessitated by its .own 
retrogression in the world economy and 
the demands of the US Congress for a 
quid pro quo for its large contributions. 
Since the late eighties the deterioration 
in the position of the Soviet bloc, the 
disruption in the non-aligned bloc, and 
the inefficiency, nepotism and the lack of 
independent leadership in the Secretariats 
of the United Nations and its agencies, 
have facilitated the new United Suies 
approach to the world order. 

The domination approach which the 
USA has practised throughout the eighties 
reached ns renith in the conduct of pulicv 
leading to, during and after the Gulf war. 
The United Nations Security Council was 
successfully hijacked and used as an 
instrument of US policy, because of a 
combiration of unique circumstances 
which may rarely recur: the precedence 
accorded to the Russum and Chinese 
national interests of improving relations 
with USA ovei the objective of a more 
peaceful solution of the Kuwait-lraq 


dispute and the wttepAot and toonumess 
Of Saddam Hussein in spurrting the good 
offices of the secretary-general of the UN. 
President George Bush’s new world order 
is thus the logical outcome of the success 
of US policy. 

White announcing hostilities with Iraq 
on January 16, Bush outlined the 
opportunity lot building a new world 
order, where the rule of law governs the 
conduct of nations and m which a credible 
United Nations can use its peacekeeping 
role to fulfil the pioinisc and the vision 
of the UN’s founders In Ins IWl State of 
the Union message, he called upon the 
world to fulfil ihe long-held promise of 
a new world order, where brutality will go 
uniewardcd and aggression will meet 
collective resistance. The new world order 
was more narrowly defined in Bush’s 
speech to the US Congress (March 6) at 
its invitation to celebrate the total victory 
over Iraq and the liberation of Kuwait. 
Here he pleaded toi a continuation in 
peacetime, particularly in the Middle Fast, 
of the Allied coalition’s co-opciative 
endeavours in ihc pursuit of war Four 
ingredients of the new world order were 
outlined* (t) settlement of the Arab-Ftacli 
conflict; Oil collective sccuuiy arruige- 
ments in the region, (iii) aims anitrol, aud 
(iv) reconstruction and dtwclopment. 
Though nowhere oaicd a'* such commen¬ 
tators extend the concept of the new wotld 
order to settlement of disputes in other 
parts of the woiKi ihioiuh the same 
methods and mechanisms ot the US- 
dominated allied u> ili'ion co-opeiating 
through the UN No one. <'f .ou'm' dates 
speak about the NlltJ oi ihe North- 
South dialogue 

Oh' Whm \ I ivsi n War 

The euphoria osti the total and 
complete sictoiv ot ihe Mllt^ has led not 
unnarurall) to considerable gloating aboul 
the intiinsn superioiiiv of Western 
strategy and ladies and bchttled the 
hithcito overestimated capacity ot Iraq 
The censorship and the propaganda bht7 
made it possible lor ihe audience in the 
West to forget the serious misgivings of 
the Western media even five days before 
the wai ended, i c. even just before the 
ground war commenced, about the extent 
of success ot the air blit/ whish had lasted 
for more than five weeks and the appre 
hensiun that the gioiind war mav be 
protracted and could inflict heavy losses 
on both sides. A quagmire, such as in 
Vietnam, had been feaicd by some That 
the allies had a walk over need not be 
entirely attribiital tti tlicir suf«riority, 
luck and the absence of enemy strategy 
should also be gi en due ciedit The fact 
of the matter is that this was a unique war, 
like no other war, and unlikely to be 
replicated in the same manner. 
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The Ditiqueness of this war etneises 
only ex-post and does not detract from the 
credit due to the Americans for the 
strategic planning reported to have been 
begun even before the Iraqi march into 
Kuwait on August 2, for the mobilisation 
of the support of the coalition numbering 
38 countries, for detailed and painstaking 
diplomatic legwork and negotiations to 
obtain support of all the five permanent 
members of ihe UN Security Council and 
a majority of the othei 10, for making 
skilful use of the UN Secretariat in 
peripheral matters, leaving military 
strategy and tactics and war policy and 
condua of operations almost solely to the 
USA, fot having succeeded in logistics- 
transporting and putting in place all the 
equipment, supplies and communications 
gimmickry needed for the war, including 
of course 500,000 American and 100,000 
other troops and personnel—and for 
implementing the war plan thoroughly 
and efficiently, i e, fighting the textbook 
'var/communications war to photo-finish 
and ticker-tape victory. This American 
achievement constitutes in itself the first 
and major uniqueness of Operation 
Dc.sert Storm. 

That the Americans had almost total 
support of a large majority of the 
governments of the world and the Iraqis 
found themselves severely alone (i e, no 
government supported them over Kuwait) 
is itsell unique and unparalleled. Cata¬ 
clysmic political and economic changes m 
several parts of the world during the last 
two years left the United States at this time 
as the sole superpower. There were 
nominally 38 members m the allied 
coalition, but it was piincipally the United 
States, the United Kingdom playing a 
close second liddic. France participating 
almost as the Free French did during the 
second world war. The show was very 
much Bush (1) and Major (2), similar to 
Churchill (I) and Roosevelt (2) in the 
second world wai. Germany and Japan, 
not having yet got over the trauma of the 
defeat in the .second world war even after 
45 years played the role of paymasters for 
the war (in addition to Saudi Arabia and 
Kuwait) 

That the principal victors, USA and 
UK, could pos.sibly make a financial 
profit liom the war-apart from all the 
glory—is certainly exceptional, reminding 
one of the war booties of the colonial era 
and the middle ages. The American 
taxpayer may profit to the extent of $10 
billion, the cost to the US being estimated 
at S40-45 billion against pledges oi 
contributions from allies of $50 to $55 
billion. Similar is the case with UK, with 
ol course much smaller sums involved. 
The first instalments of the contributions 
to the USA made in January has already 
resulted in increasing its foreign reserves 
bv S15.I billion in the month to reach 


S87.4 billion pitching US to the top Of the 
wprid forex reserves tmgue next only to 
Japan, and overtaking Germany and 
Ibiwan, for the first time in several years. 
No wonder the US dollar is rising over the 
yen and the mark. Is tins an atension of 
the concept of the mercenary wars foqght 
in Africa not so long ago? The success of 
the United States this time may well 
generate competition next time, perhaps 
the belligerent(s) engaging the Chinese or 
the Russians to fight for them! India 
could as well charge full cost plus 
whenever neighbours, e g, Maldives 
(1989), Sri I.anka (1971) request Indian 
military help to quell internal revolt or 
attempted coup d‘etats\ 

The last unique feature ol the war which 
will be mentioned here is its blatant one¬ 
sidedness. it was like David and Goliath. 
Instead of the stone David had all the 
sophisticated and futuristic weaponry of 
the computer-communications-space age. 
Goliath was certainly not taken unawares, 
but he did not seem to have a strategy at 
all, not a military strategy at any rate. 
Iraq’s sole dependence on tactics and 
political deception contributed to its 
sudden but total defeat within a period of 
100 hours after the start of ground 
fighting. The arrogance and stupidity 
displayed by the Iraqi leader is unlikely to 
be repeated in future conflagrsttions. An 
enemy without a military strategj, who 
spurns opportunities provided over a 
period of six months for a political 
settlement and who delays tactical 
withdrawal until too late and who refuses 
to engage in ground fighting should be 
rare indeed! Conclusions on the success 
or validity of allied military strategy and 
tactics would have to take into account 
this limitation of unmatched enemy 
participation in fighting (despite its 
assessed strength). 

iMPAt t AND iNCIDtNCE OI WaI 

The impact of the war has been 
described as apocalypse in Iraq and 
environmental disaster in Kuwait. Much 
of the destruction in Iraq is attributed to 
allied bombing, whose results were not 
apparent in satellite pictures or purposely 
not publicised. Some of the destruction 
IS due to Saddam Hussein's scorched earth 
tactics and mining in the perimeters and 
deliberate pollution of the seas and setting 
fire to the oilwells in Kuwait. Apart from 
Iraq and Kuwait, Jordan has been 
seriously affected for having borne the 
brunt of the large refugee movement 
through the country and for supporting 
Saddam. No country in the Middle 
East—except perhaps Iran, Oman and 
Yemen—has escaped serious financial 
losses and decline in production and trade. 
While the oil revenues of Saudi Arabia 
(UAE and Qatar) increased for a short 


period the cods or the war ana or 
payments to the allies increased sub< 
siantially mora Besides the middle east, 
the oil importing countries and the 
eountries supphdng manpower to Kuwait 
and Iraq (notably the Indian subcontinent 
and the Philippines) have suffered severe 
balance of payment problems. 

The effects of the war ate still un¬ 
ravelling. The permanent ceasefire is not 
in place and over 100,(XX) allied troops are 
extant in the area south of Basra (at the 
time of writing, end of March). Rebel 
groups have been fighting Saddam 
Hussein; Kunds in the north and Shias in 
the south. In Kuwait the returning 
government has met with a hostile 
opposition and has unsuccessfully tried to 
contain it by victimising Palntinians. 
Public services—water, power, sani¬ 
tation—have not yet been restored in 
either of the countries. Added to it the 
food availability situation is severe in Iraq 
and the burning of 600 oil wells in Kuwait 
is causing environmental damage over an 
area extending from the Gulf to the 
Himalayas (Kashmir). 

Some comments may be in order on the 
factors that may influence the longer-term 
elfects and the shape of the new world 
order. 

Middle Egst 

(a) The region may never be the same 
again While Saddam’s belated motive of 
focusing on the Palestine issue did not on 
the one hand create disruption in the 
allied ranks, allied success on the other 
hand may have disadvantaged the 
Palestinian cause. Even though Bush has 
given top priority to reaching a lasting 
solution of the Arab'isracli question, 
Israel k not buying the land-for-peacc 
deal, Kuwait and some of the other Arab 
allies in the coalition display less fervour 
foi the cause because of PLO’s open 
support to Iraq, Syria may do a deal 
(similar to the Saadat-Begin one on .Sinai) 
with Israel over the Golan Heights, etc. 
Apart from some lukewarmness from the 
Arabs who sent troops to fight Iraq, the 
other Arabs appear to be solidly behind 
the ihilestinians represented by the PLO. 
The attitude of Inn may be crucial since 
it could use the lever of release of 
Amtrican and British hostages held in 
Ldwnon for securing solid concessions on 
Palestine. 

(b) As reganis continuing miliury 
presence in thf middle east to ensure 
cirtlective security, it would appear that 
the Americans do not want a quagmire, 
as in Vietnam, and are genuinely anxious 
for most of their troops to return home 
at soon as pomible. America will have a 
base in Bahrain with staff officers only, 
at part of the Central Command head¬ 
quarters in Flimda. Naval presence in the 
Gulf would continue A field force for 
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pdtong the region wotild pr(A»gbiy be 
composed of Egyptians, Syrians and 
Saudis. The Gulf Co-operation Council 
(OCC) may have a role to play. 

(c) Arms supplies to the region (and to 
other developing countries) will be subject 
to stricter regulation. Further supplies to 
five West Asian allies, principally, Israel, 
^jrpt and Saudi Arabia, are taking place 
under a S18 billion authorisation. The 
Soviet Union and China—besides the 
USA, UK and France—are major arma¬ 
ment exporters and their co-operation 
would be sought in regard to equipment 
involving application of nuclear, missile 
and space technology. International 
agreement to ban chemical warfare and 
to monitor implementation will be sought. 

(d) The hawks in Washington—as an 
afterthought—would have liked to carry 
forward the war to annihilate Saddam 
Hussein and instal a new (military) 
government. Having achieved a .specta¬ 
cular, if unexpected, victory. Bush rightly 
called a halt, since the UN had authorised 
the liberation of Kuwait rather than the 
elimination of Saddam Hussein or the 
‘Lebanonisation’ of Iraq. US attitude is 
ambivalent; It would like Saddam to go 
eventually, after he defeats the rebellions 
and re-establishes the unity of Iraq. The 
United Slates cannot countenance Iranian 
hegemony over the region; a see-saw 
between Iran and Iraq would suit Western 
interests. Back to balance of power than 
the new world order! 

(e) Reconstruction of Kuwait alone is 
expected to co.st 550 to 100 billion; Kuwait 
will pay for it with assets and investment 
income; a grateful country will no doubt 
award most of the contracts to US firms; 
subservient Western allies and a humble 
Japan will be initially content with 
subcontracts and supply orders. The costs 
of rebuilding Iraq will be even higher; 
perhaps China, USSR, Korea, Taiwan, etc, 
and—after a respectable lapse of time— 
Japan and Germany and even the UK, will 
come in. Iraq’s reconstruction will be 
complicated if the onerous terms of 
reparation and compensation proposed to 
be exacted by channelling (confiscating?) 
hs oil revenues to a reparation fund are 
approved and implemented. 

Htoiern World 

The Gulf war has at one stroke re- 
esUtblished US domination over the 
OECD group, despite its economic 
inferiority to Japan and Germany. The 
latter two are openly chastised for not 
having taken an active part in the hot war. 
It is not appreciated that both the 
countries cannot under their constitutions 
(not uninfluenced in the past by the US) 
participate in military conflicts, (in the 
cate of Germany outside NATO region). 
Had they engaged in physical combat with 


any d(^ of success themediair^ weS 
have recalled thdr fighi^ abilhfestluring 
1940-45 and embarrassed themi Japan for 
instance has not forgotten Hiroshima and 
Nagasaki, and Kurosawa’s latest movie 
('Rhapsody in August') is evidence that 
the nuclear bombing of Japan has 
not been forgotten, even though the 
Americans may have been forgiven. 
Germany is preoccupied with the 
enormous problems consequent on the 
merger of its eastern part into the Fednal 
Republic, and Britain is riding high. 
Nevertheless the common European 
market will come about by the end of 1992 
and the European Monetary Union 
(EMU) and an European central bank by 
1994. What may be delayed considerably 
is political union, with a central foreign 
and defence policy. The Gulf War will not 
mitigate in any way problems between 
EEC and USA on agricultural subsidies 
and protection to European industry, 
transport, services, etc. Problems arising 
from the liberation of East European 
countries and possible democratisation of 
USSR will take at least till the end of this 
century to sort out. What is dear is that 
Western European countries will be more 
involved in assisting in the development 
of East Europe than in partidpating 
actively with the United States in the new 
world order for collective security in West 
Asia and )he rest of the. world. 

Third World 

The non-aligned movement, already 
weakened by the break-up of the Second 
World, has possibly suffered a deathblow 
through its ineffectiveness in the Gulf 
crisis. It has not been able to take a unifted 
stand in the UN Security Council, and its 
attempts to prevent the war were feeble 
and inconsequential. India and Yugoslavia 
have been preoccupied with serious 
internal problems, Egypt and Iraq found 
themselves on opposite sides. Algeria, 
Cuba, Oman and Yemen perhaps played 
a more active role than the other pillars 
ot non-alignment! There is no doubt that 
the Third World has lost considerable 
ground, which will affect its cohesion and 
ability to exercise influence and help itself 
even in international economic fora, 
e g, GATT, UN Agencies. South-south 
trade and investment have much potential, 
but nalpolitik confines such co-operation 
to the poorer countries, the oil rich and 
NiCs (first and second generation) 
looking more to the developed world than 
to their poorer cousins! 

Fu ruRE or United Nations 

Not since Trygive Lie; the first secretary- 
general of the UN, succumbed to 
McCarthyism in the fifties, has the UN 
come under virtual subjugation of the 
United States, as it did during the Gulf 


vrar. Hie first reaction of l%ez tte Cudlar, 
when Iraq invaded Kuwait on Mgust 2 
was, as reported by the media, that it was 
a regional problem to be tackled by the 
Arab League. It was undoubtedly an off- 
the-cuff remark and the secretary-general 
did undertake active negotiations in 
Baghdad. Nevertheless, the fact of the 
matter is that the UN Secretariat as such 
was sidelined, the US taking over as the 
leader of the permanent five of the 
Security Council. Even the mundane 
information and public relations func¬ 
tions were not assigned to the UN, not to 
speak of the more important monitoring 
function. It is stated in extenuation that 
the UN provided the legal basis for the 
war, through its resolutions, and that, in 
any case, the UN has no teeth—the 
Military Staff Committee is dormant or 
nonexistent and the UN has no forces or 
funds of its own. No one recalls the active 
and positive role of the UN in Korea 
(19S()-S1) and Congo (1960-61); but that 
was in a bipolar or multipolar world. The 
UN perhaps should henceforth be 
engaged only in post-peacekeeping and 
humanitarian work, at the behest of the 
sole superpower! 

It is not argued here that the UN was 
in a fit state of capability to play an active 
role. Dag Hammerskjoeld was perhaps 
the only secretary-general who had a 
concept of the independent role of the 
secretariat. But until recently there was a 
kind of balance within the organs of the 
UN provided by the countervailing 
interests of the First, Second and the 
Third Worlds, and the secretariat was 
made use of as a sort of impartial 
instrument for action. It is now recognised 
that the UN Charter, organisation and 
operating methods need considerable 
revision and restiucturing to ensure 
effectiveness and a useful role for it in the 
emerging new world. Thi.s is a large and 
complicated subject in itself. However, it 
is worth mentioning that the reforms 
being suggested include; (a) expanding 
membership of the Security Council from 
the present 15 to 25—10 permanent and 
15 others, to be more representative of 
the enlarged membership and relative 
economic strength of members, compared 
to 1945, when the present structure was 
adopted. Max Jakobson, a Finnish 
diplomat with long experience of the UN 
from the time the Charter was signed in 
1945, suggests the addition of Germany, 
Japan, India, Brazil and Nigeria to the 
current permanent membership of the 
USA, the USSR, the UK, China and 
France, and of course the periodic election 
of the remaining 15 by the UN General 
Assembly; (b) Reconstitution of the 
Military Staff Committee and a per¬ 
manent UN force pledged by permanent 
members of Security Council and kept in 
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a state of preparedness, (c) Criteria and 
procedures to ensure selection and 
appointment oi an outstanding individual 
oi high calibre and unimpeachable 
integrii> as UN secretary-general for a 
.ingle term ol 7 to 8 years, (d) placing a 
substantial trust fund at the disposal of 
tni secieiarv general to enable speedy 
action on peacekeeping activities, 
(c) Strengthening regional collective 
'tcurity bodies (c g, IC O^VAS action in 
I iberia), (1) Ruthlessly weeding out so 
called specialised agencies and relying 
increasingly on regional and subregional 
groupings— ahead) existing—diicctly 
linked to UN regional commissions and 
the United Nations Development Pro 
gramme Some existing specialised 
agencies, c g, on population, environment, 
industry shipping, etc, could be converted 
to non mieigovernmental bodies, working 
as research and development institutes 
financed b) grants and consultant services 
provided by them 

US HUiIMonv Uniimiv 

Despite the facade of sanctions and 
repeated ultimata to prevent the hot war. 
It would appear that the Americans had 
decided quite early on in August or even 
betorc that (US^ UAF military exercises 
in the region) to take decisive military 
action to curb Saddam Hussein’s growing 
dominance That aggression against an in 
dependent countiv and violation of its 
sovereignly should not go unpunished and 
a hkel) threat to Saudi Arabia prevented 
were ccriainlv important considerations 
While sanctions and negotiations could 
conceivably solve these problems, they 
would leave Iraii s military machine vir 
tually intact Howevei, the US was as 
much to blame as the USSR earlier for 
having wooed and encouraged Saddam 
Hussein and having armed the country, 
against the perceived menace of Shia tun 
damentahsm repicsenied by lian As the 
evidence to C ongress of the then US am 
bassador to Iraq makes it clear, at least 
the Stale Department felt even a week 
before August 2 that the Iraq Kuwait 
dispute was an ^lab Aiab problem to be 
solved by the Arabs themselves and not 
through Iraqi aggression While Saudi 
Arabia one power which has the US 
ear—might have suggested military action 
to linish oil or reduce the might of Iraq, 
Bush and his closest foreign and defence 
policy adsiseis clearly perceived that 
American interests necessitated planning 
ol militars action to ensure a significant 
victoiv lor America What weie these 
American inicrtsts’ Most important, ol 
coui&i was to ensure US influence and 
control over oil supplies and prices TWo- 
thirds of global oil nsei ves are m the Gulf, 
and the US imports half its oil require 
ments increasinglv from the Gulf region 


(The moves towards US-C:ianada-Mexico 
free trade area and proposals for a tax on 
imports of oil from outside the continent 
are also meant to promote self-reliance) 
Other motivations in the pursuit of the 
war were to exorcise the Vietnam syn¬ 
drome ol defeatism, to establish American 
dominance despite its international 
economic rctiogression, and to provide an 
escapism from tackling head-on serious 
domestic problems of the economy, 
budget balance of payments, crime, 
di ugs, tducaiion, health and poverty The 
US has been remarkably successful in 
achieving its immediate aims the US ap 
pears as the only superpowci dominating 
the inlernational scenaiio, the recession 
has been halted and the dollar has been 
gaming over the mark and the yen, Bush 
can look forward to the 1992 election with 
confidence, etc The Vietnam syndrome 
has been replaced by the Iraq euphoria 
and, despite the paranoia all around Bush, 
he IS unlikelv to gci involved in an Iraqi 
quagmire it is unportani lor his election 
campaign that the remaining 100,000 oi 
so American troops return home alive and 
soon 

The hawks and some of the media arc 
alicady accusing Bush ol a ‘rcvcis.il in 
noi coming to the help ol the Kurds and 
Shias, and in not overthrowing Saddam 
Hussein Bush is no doubt influenced by 
the Saudi fears of Iranian and Shia 
domination ol ilic (lult Bui he also has 
Ameritaii interests vciy much in iiiind 
Domesticallv further involveincni (and 
American casualties) will strengthen the 
peace movement and the Democrats, ihc 
allies will not continue to be paymasters 
for the wat (note the opposition and dif 
fieullics in lapan and Germany to the 
eontributions already made) Moreover 
the American tradition since its own civil 
war ol over 100 years ago is not to 
countenance dismemberment and seces 
Sion III sovereign countries, be it Iraq or 
Tuguslavia or the USSR (This liadition 
largely accounted for US hostifiry to fndia 
ovei Bangladesh in 1971 loi this reason 
the US IS unlikely to encourage S S Mann 
over Punjab) 

The limits to American ‘superpower 
dom’ arc becoming apparent even a 
month alter the great victory Not only 
that, military power has to be bacKcd by 
economic power The US d»uv not have 
the ‘stomach’ to be an lmpe^lallsll^ 
hegemonistic power It is too moralistic, 
loo democratic, loo freedom loving (for 
Itself and for others), too naive, too open 
(qualities which have endeared it to the 
rest of the world, as no other country has 
endeared itselO, to be ruthless in the pur 
suit of hegemonism What then is to 
become of the new world order’' 

The likely scenario in the medium term 
or even the short term might be one ol 


changing balance of power rather than 
Bush’s new world order Except for the 
ever-loyal Bntish under the Conservatives, 
the other middle powers and 'potential 
superpowers are unlikely to tolerate a per¬ 
manent leadership or domination of the 
US Besides the US itselt the principal ac¬ 
tors in a shifting power balance would be. 
the European economic community (co¬ 
ordinated foreign and defence policy 
worked out largely by Germany, Fiance 
and Britain), the Soviet Union, China and 
lapan The Third World is unlikely to 
have any significant influence, except 
by individual countries or regional/ 
subregional gioups combining with one or 
more o'* the principal actors Plui ca 
change, plus c ’ect la meme chose^ 

India and Ntw World Ordek 

That India played no part whatsoever 
in the discussions and negotiations before, 
during and after the Gulf war (except for 
the consular function of taking care of its 
nationals in the affected areas) reflects not 
only the petty minded squabbles in Delhi 
(Ignoring national interest), but also the 
countiy’s retrogression as a political and 
economic power Moreover the mediocrity 
(and the piematurc gerontocracy) ol the 
Indian foreign service establishment is 
in shaip contrast to the scintillating 
dynamism displaved in paiticular by 
young Arab diplomats representing coun 
tries in the allied coalition and against it 

Theit IS, howevei, no getting away f'om 
the tact that India is a country laige 
enough to matter, it cannot be wished 
awav Its positive and dynamic role m 
international attairs from the fifties to the 
seventies have ensured tor it a potential 
role an opporiumiy which needs to be 
grappled and used wisely to serve its per 
manent interests It will not be an easy 
task. It will have to be preceded and ac 
companied by genuinely directed eflorts 
to bung the internal house in order, to 
concentrate on domestic measures (con 
stitutional. political, economic and 
social), to promote sell reliance and to 
display positive leadership in the region 
If the Gull wai has a lesson for India it 
IS ‘not to put all the eggs in one basket' 
and not to neglect to continuously 
monitor and take timely corrective action 
to secure its interests Most importantly, 
in this writer’s view, India has increasingly 
to look east- towards China, Japan, 
south-east Asia and the Far East—rather 
than be obsessed by Us W:st—i c, not only 
Europe (including USSR), and the USA, 
but al y West Asia It will be a difficult 
tuinaround, m view of past links and 
obsessions, but it will have to be made to 
seive Its interests Such approaches need 
long term planning and systematic im¬ 
plementation and not ad hoasm and day- 
to day decisions 
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PERSPECTIVES 


‘Too Late, Too Little’ 

S R Sen 


Non-resident Indians in business or service, while working in 
other countries, are second to none in efficiency, but in their o\nn 
country they are usually frustrated by the ‘too late, too little 
syndrome Why? 


RECENTLY there was a news report that 
d leading Indian company lost a Rs 2,000 
crore joint venture bid in a foreign coun¬ 
try because the government of India’s 
sanction required for it came too late and 
was too little 1 he chairman oi the com¬ 
pany lamented “the loss of the project 
was that of the country and not the com 
pany’s alone" 

Another respected Indian industrialist 
complained that while it took him only 
SIX months to set up factories in East 
Asian countries, it usually took three to 
four years to do the same in India 
Non asidcnt Indians in business or ser 
vice are second to none in efficiency while 
working in other countries but in their 
mother countiy they arc usually Irustraied 
with the too htc too little’syndrome 
Some year, back a South Koican 
minister came to India to study Indian 
economic polu' and i lanning At the end 
ol his visit when he was asked what he 
had learnt his reply was devastating I 
Itai nl what not to do" He went on to say 
* in India you use die icin too much to 
conliol the horse winch is ready to gallop 
in South Korea we alu) use the rein but 
miinly to guide the horse gcnilv tn the 
desired direction ‘Too late, too little’ were 
the very words that he had also used to 
dcseribe the Indian decision making 
process 

This obsei vation seems to be true not 
only ot India and South Korea but also 
ol the comparative situation in South 
Asian countries and Pacific Asian coun 
tries in general, of course in varying 
degrees 

A visiting Japanese businessman made 
a similar observation and added “To 
businessmen, time lost is money lost But 
to government and trade union officials 
ih South Asia, time lost does not appear 
to be money lost” 

Some commentators have ascribed this 
to differences in work ethics But as men 
tioned above, Indians oi Pakistanis work 
ing abroad do not compare unfavourably 
with Chinese or Koreans 
Others have cited relative per capita 
foreign aid, but that to India or Pakistan 
does not compare unfavourably with that 
to China or South Korea respectively 
Some have sought to make it an issue 
of command economy versus market 


economy But in spite of all the recent 
liberalisation, there is still much more of 
a command economy in China than in 
India In South Korea, Tkiwan, Thailand 
and even lapan, there is a large dlement 
of state guidance or regulation Alt of 
these are really mixed economies of one 
sort or the othci certainly not test book 
lame: faire economies 
Why IS It then that the phenomenon ol 
too laie, too little is so much stronger in 
South Asia as compared to the Pacific 
Asia region’ 

BuRiAisRATic System 

One important reason seems to be that 
the bureaucratic 'ystem common to the 
South Asian countries is significantly dif 
ferent from that obtaining in the Pacific 
Asian countiies It is just not the size of 
the bureaucracy 1 here are large bureau 
cracies, ot indig« nous ongin, in some of 
the Pacific Asian countries also The 
Mandarin system of f hina abolished dur 
ing the revolution seems to be coming 
back again in a different form In Japan 
and South Korea the bureaucratic system 
IS undoubtedly different from China and 
Taiwan, but is quite important 
In Hong Kon, and Singapore, the 
system of burcanciacy owes its origin to 
the British but is significantly different 
from that obtaining in India, Pakistan and 
Bangladesh and closer to that obtaining 
n Biitam than m the former British em 
pirc in the sub lontinent and is signi 
ficantly less rule bound, structured and 
rigid The buitaucracies of some other 
Pacific Asian countries are even less so 
There is an important historical reason 
lor these differences In Singapore and 
Hong Kong the system that obtained in 
Biitain was largely replicated because 
these were relatively small countries, it 
included a larger proportion of Bntish of 
ticials even in junior posts and the dis 
cretionary powers and flexibility which 
characterised the British bureaucracy were 
intioJuccd in these former colonies also 
But the Indian sub-continent was a 
quite different mattei The British ruled 
the tteming millions of this vast region 
with only a small number of highly paid 
British 1C S and other officers They had 
to manage with the help of hundreds ol 


thousands of low paid locally recruited 
subordinate suff, whom they basically 
distrusted, espeaally after the Sepoy War 
of 1857 So they made a basic d^arture 
from the system that obtained m Bntain. 
The British bureaucracy was based on 
mutual trust between the senior and 
junior officers and had more discretionary 
powers and flexibility The British Indian 
bureaucracy was based, on the one hand, 
on close comradeship among the British 
officers but, on the other, on considerable 
distance and distrust between the senior 
British and junioi Indian officers The 
system devised was such that if there was 
a need for a change from the s/olMS quo 
in a special situation, several Indian of¬ 
ficers had to say ‘yes’ before it could be 
implemented But it was sufficient for 
only one Indian officer to say ‘no’ for the 
proposal to be stalled Only a senior 
Bntish officer (or trusted Indian member 
of the ICS in the later years) could over¬ 
rule him The British officers could take 
bold and prompt decisions, firstly because 
they could consult their other concuned 
compatriots very informally and quickly, 
if necessary, and secondly becaus- iliey 
were confident of support from their 
political boss the British governor or 
viceroy But the subordinate Indian 
of fuels did not have that advantage 
Therefore, whenever an innovative action 
was called for they tended to delay 
decision or opt loi minimum change 

This system was economic, quite effi¬ 
cient and free of corruption (except for 
the equivalent of ups at the lowest levels) 
and worked itasonrMy well in normal 
times and so long as maintenance of the 
status quo (mainly law and order) was the 
mam task But when it came to changing 
the status quo or economic development. 
It was found wanting even when the 
Bntish were hcie 

WoRi o War II 

During World War 11, especially after 
the Japanese attack and the 194T famine, 
emerging compulsions of the situation led 
to a rapid multiplication of various con¬ 
trols But most of these were introduced 
in ad ho( manner without careful con¬ 
sideration ot the pros and cons and long¬ 
term consequences on the ground that 
these were only temporary measures to be 
terminated soon after the end of the war 

But this did not happen partly because 
the shortages and inflaiion continued even 
after the wai was over Gandhiji was 
strongly opposed to the continuation of 
most of these controls because they wpeit 
being misused by some vested interests 
among both officials and businessmen, 
resulting in widespread corruption 

When Rajendra Prasad became 
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flunmer otkxm «ia agncuttuit, uanani]i 
r^uested bim to dismantle or at least to 
amplify the system of controls so far as 
his own ministry was concerned. But by 
that time prime minister Nehru had made 
up his mind to introduce planning for 
rapid and balanced development of the 
economy. He decided that as controls were 
eisential for planned development, the 
system of controls which already existed 
should be continued. Rajendra Prasad 
failed to carry out Candhiji’s mandate. 
Shortly before his death, Gandhiji wrote 
a brief letter to Rajendra Prasad express¬ 
ing great disappointment at his failure. 
Later several senior ministers like Sardar 
Patel, Rajagopalachari, K M Munshi and 
Rafi Ahmed Kidwai tried to follow up 
Candhiji's mandate and relax, if not 
remove, some of these controls. 

RLOIMI- UI Pi ANNINC 

But by that time planning and controls 
had received enthusiastic support fiom 
parliament. Unwittingly, this plaved into 
the hands of those politicians and officials 
who enjoyed the power that pontiols 
gave them and tho.se businessmen who 
benefited from these controls. If the 
haphazard system of war-time contiols 
had been replaced by a new system of pur¬ 
posefully designed controls needed foi 
planned development, it might have bet¬ 
ter served the objectives of the Plans. But 
that kind of rationalisation did not 
happen. The base of war-time controls 
was retained and on top of that were piled 
up additional layers of new controls as 
fresh problems arose, without significantly 
changing, not to speak of weeding out, 
unnece.s.sary or counter-productive con¬ 
trols. The jungle became increasingly full 
of obstructive bushes and creepers. 

Pandit Nehru himself and some ol his 
successors later expressed their unhap- 
pini»s at this turn of events. Several com¬ 
mittees and commissions, starting with the 
Krishnamurthi Committee of 1951, were 
appointed to lationalise and simplify the 
mounting number of controls but in vain 
Only the less important ol theit recom¬ 
mendations, which did not adversely af¬ 
fect the powerful vested interests ol politi¬ 
cians, officials and businessmen, got 
accepted and implemented. But the more 
important tccommendations which 
sought to curb these vested interests were 
either not accepted or, if accepted, weie 
not implemented. Like the mythological 
Hydra which grew a new limb whenever 
an old limb was cut off, when one of the 
controls having support of powerful 
^ vested interests was abolished as per these 
recommendations, a replacement in a new 
garb was .soon introduce] to take its place 

To deal wiih this kind of situation, the 
Sarkaria Commission made inicr aha the 
following recommendations: “As a man¬ 
datory legal requirement, there should be 
periodical review, say, every three years. 


to aetermme wnetner m lespect of tmy of 
the industries the Union’scoatrol should 
be bontinued or relaxed or Hf^. Such a 
review may be undertaken by a committee 
of experts... In the context of undue 
delays in industrial approvals, a useful 
corrective may be to appoint an ‘Em¬ 
powered Committee’ for taking a final 
decision, subject to a sort of ‘sun-set’ rule 
that if any link or agency does not give 
Its comments by the due date, the com¬ 
mittee will take a decision without waiting 
for it;' 

More than 3/2 years have passed, but 
even such a modest recommendation is 
still gathering dust. This is cited only to 
.show how difficult it is to bring about any 
simplification or rationalisation, not to 
speak of clearing, of the jungle of con¬ 
trols, relevant rules and dilatory practices 
that have grown up in India over the last 
live decades. If this jungle is to be 
prevented from further entrapping the 
economy and gradually cleared to become 
a productive garden, it is urgent to imple¬ 
ment the above noted recommendations 
of the Sarkana Commission and, further, 
to legislate that all controls, related rules, 
etc, not speafically recommended for con¬ 
tinuation by the committee ol experts will 
automatically lapse at the end of three 
years. 

Corruption 

Today the maze of controls and related 
rules, etc, have become .so complex and 
some of them even contradictory that 
transparency has been lost. Very few 
people know what is the latest correct 
position. 

A corrupt official often takes advantage 
of this and delays decision by citing some 
sub-rule when so-called ‘speed money’ or 
‘consideration money’ is not paid and 
expedites decision by citing some othei 
sub-rule, if necessary, when such money 
is paid. This is often responsible for the 
‘too late* phenomenon. 

Further, to safeguard his position 
against a possible charge that he has not 
been careful enough m giving approval, 
he sometimes makes an arbitrary cut in 
the sanction asked for. This is paitly the 
reason for the ‘too little’ phenomenon. 

In view of the growing need for huge 
amounts of money needed to contest elec¬ 
tions. the political bosses sometimes not 
only connive at this but even instigate this. 
And as an Indian proverb says: if the king 
takes by unfair means a cup ol milk, his 
officials lake a tank full. 

Fraop Unions 

As the Japanese busines.smap quoted 
earlier point^ out, the inefficiency of the 
sub-continent's economy has bwn ag¬ 
gravated by another legacy of the British, 
namely, the ‘trade union’ system which is 
quite different from the Japajiese ‘com¬ 
pany union’ system. The Japane^ workers 


art not basknBy ien particular about their 
rights and dues than their counterparts in 
India. But in the company union system 
that obtains in Japan, there is no intnxiuc- 
tion of extraneous politics, the sole focus 
is on the income of the company, the 
workers’ share in it and their terms of ser¬ 
vice and working conditions. But in the 
trade union system that obtains in India, 
considerations like the income of the com¬ 
pany, the workers’ share in it, etc, are often 
over-shadowed by extraneous politics in¬ 
troduced by the union officials, sometimes 
oblivious of the direct interests of the 
company and its employees, and this often 
creates counter-productive conflict and 
loss of valuable time and income. 

Now that the tiade union system has 
been extended from companies to govern¬ 
ment offices in some States in India, the 
situation has become much worse. The 
‘.sott state’ or ‘sofi society’ that Gunnar 
Myrdal had written about two decades 
back ha.s been further extended, leading 
to growing inefficiency. 

Two Minimum Rpi-orms NttOED 

Pandit Nehru had the fond hope that 
a mixed economy, a mixture of a com¬ 
mand economy and a market economy, 
will enable India to avoid the excesses of 
capitalism and communism, somewhat 
like Gunnai Myrdal’s own country, 
Sweden. 

There are several reasons why it did not 
work out that way. Unfortunately, it is not 
possible to go into all of them in a short 
article. 

But one basic fgcl can no longer be 
Ignored—the counter-productive com¬ 
bination of bureaucratic and trade union 
systems, originally introduced by the 
foimcr British rulers and continued 
unreformed even after Independence; has 
made a major contribution to the failure 
of our experiment with mixed economy 
in a social democracy. 

There is now an urgent need to 
recognise clearly this fact and take com¬ 
prehensive reform measures after careful 
analysis. But pending that, at least two 
bold but relatively simple measures for 
dealing with the evil of ‘too late, too little’ 
syndrome need to be taken immediately. 
These are 

( 1 ) to enforce mandatory review and 
rationalisation of all controls and an ef¬ 
fective ‘sun-set’ rule every three years as 
sugge.sted above; and 

(ii) to replace our trade union law bor¬ 
rowed from Britain by a company union 
law somewhat on the Japanese model, if 
possible with the one-company one-union 
rule. 

It is only thereafter that the economy 
of India will be able to reach the efficieney 
of Pacific Asian countries and generate 
sufficient income to emulate the equitable 
social democracy of the Scandinavian 
countries. 


I3M 
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Multinational Affiliates in India 

Why Are They Different from Indian Firms? 

Sebutian Morris 

Multinational Enterprises in India-Industrial Distribution, 
Characteristirs and Performance by Nagesh Kumar, Routlcdgc, London 
and New York, 1990, pp x +141 


THIS study is conceived within the ‘ectec* 
ic' paradigm of Kindleberger Dunning and 
ithers it shows that transnational aitiliates 
n India may not be intiinsically better per- 
ormeis than indigenous firms, but that their 
iiche IS altogether different, whiih perhaps 
leips them to earn at higher rates ol pi of it 
It also attempts to uphold the ‘eclectic’ 
saradigm by showing that the indiisii v pat 
ern of foreign direct investment and licen 
>ing intensities, in the private corporate sec 
or, are as expected A rather close adherence 
0 this mainstream paradigm severely limits 
he scope of the study, and also makes the 
‘esulls, even when they are clothed with 
nuch statistical rigour, rathei tenuous 
The book addresses itself to the bcha 
ooural and other ditteicnccs between trans 
lational aftiliated and local tiinis and is 
imely It IS a revised vtision of the author’s 
Jocloral dissertation Alter a bnet discus 
lion of goveinmtnt politv towards foreign 
Direct Investment (FDD (sina in lependence 
up to 1987 or so) and i si mmais piesenta 
:ion of the ovciall and scctoial shaies of TDI 
>t goes on to (li i xplain the ititci industry 
kaiialion in 11)1 and in licensing ol tccli 
iiologv front abro,id in ihc pioccss testing 
;hc ‘eclectic paradigm which owes its origin 
to Stephen llvmci' lot and to iurthei 
relinements and exiciisions by Kindleberger,^ 

C aves* and Dunning'', (2) Identify the 
.haracterisiics that discriminate between 
INC atliliaies and Indian firms (I) Lxplain 
the higher profitability ol INC attiliatcsin 
icims ol ihcir sttatigic difference, (4) Lx 
plain the export ptopensiiics ol the two 
gioups of firms in the analsscs tor (I), (I) 
and (4), multiple legrt'ssion techniques with 
Jetmed proxy variable's lo represent the 
factors required by the theory are used For 
[2), besides the analysis of discriminating 
variables one at a time, a discriminant score 
function IS also used In much of the analysis 
the logarithms of the variables are used As 
we shall see the analysis though done rather 
competently and systematically docs suffer 
from the usual problems with statistical 
analysis and the use of proxy variables The 
data pertains to over 1,300 medium and laige 
manufacturing firms' reduced to about 
49-odd industries at a near-three-digit level 
of aggregation We will also, briefly, bring 
out the limitations m this study that arise 
due to an uncntical adherence to the ‘eclec 
PC'paradigm There is little justirication pro¬ 
vide for the acceptance ol the paradigm 
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It must also be mentioned that the author 
seems to be simultaneously testing the 
paradigm and using it as well 
In chaptci I the changing policy towards 
I D1 IS discussed and related to the trends 
in FDI Ihe soutcc wise diversilication of 
I DI that started with independence and 
observed foi the pciiod till the early seven 
tics by Chaiidr.i,' tontinued into the sc*ven 
ties Similarly, the increasing impoitancc of 
the manufactunni. scctoi Ihe chaptci ex 
plains the time trend m FDl cntitelv in terms 
of changing government policy early phase 
o( libtial pohev up to 1967, a polity ol 
restriction beiwecii 1968 and 1979 and the 
liberal policies again in the eighties But wt 
must remember that these periods also cor 
respond to the pciiods of higher indusiiial 
growth up to 1964 6S, a period ol slow 
growth or (alattsc) stagnation up to 1979 
and again high growth in the eighties £ m 
pineal evidence paiticulails in the context 
of flic post wai Fiiiopean recost rv and fast 
urowih would indiv lit as Scivan Sthitibci" 
observed iliat FDl rather than being an 
engine ol growth mas scry well lx attracted 
by growth If the ttiy inward force foi f Dl 
IP the li'rm of goo t growth was lacking in 
India since the inid sixtus light up to 1979 
then a di tussion v Inch is cntirelv 'esinctcd 
to policies that iiai towly relate lo I DL which 
can at best conliol and channel the direc 
lion of this lores and only partly contribute 
to il, would necessarily bt incomplete 
Chapter II ol the book tests the ‘eclectic’ 
theoiy through two multiple regressions In 
the first the logarithm ol the share of foreign 
affiliates averaged ovei a three ycai period 
(1978 79 to 198(1 SI) m toUil industry sales 
(FS) IS regicssed on the logarithm ol several 
variable s. which ought to according to the 
thcoiy explain F DI vi/, the several intangible 
assets such as product differentiation and the 
associated goodwill (ADS advertising ex 
pendit me/sales) knowledge embodied in 
machinery (PMS gross value of plant and 
machinciy to net sales ratio), access to 
capital (AKR total cap'tal employed per 
firm in the industry, averaged over three 
years), and locational factois such as impmi 
subsi tution prospects (ISP Imports to local 
production latios in 1960-61), effective pro 
lection rates (LRP effcwfivt rates ot prottc 
lion, for the year 1979-80, by Corden 
method), whether oi not the industry 
belongs to the consumer goods sector 
(DCON dummy), whether or not Ihe in 
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dustry was included in Schedule I of the In- 
dustnal Policy of the government of India 
(Decisions), 1973, (DCORE dummy) and 
technologic^ intensity/innovativeness (ROS: 
R and D expenditure as proportion of sales). 

The same factors were considered for the 
second regression which seeks to explain the 
variation in the licensing intensity (LS) 
across industries Licensing intensity is 
represented by the total royalties, technical 
and other professional tees paid abroad as 
a proportion ot the net industry sales averag¬ 
ed over the same three year period. Proxy 
variables are used to represent the factors. 
Thus technological mtensity/innovativeness 
IS represented by RDS, or the possession of 
knowledge embodied m skills is represented 
by non-production workers as a propoition 
ot total workforce (SKILL 1) and Iv earn¬ 
ings of high salaried employees (i e, those 
receiving Rs i,000 per month) as a propor¬ 
tion of the total wages and salaries bill 
(SKILL 2), the choice between the two bang 
determined at the level of the regression in 
the step-wise selection so as to give higher 
R’, and similarly for other factors The fac¬ 
tors arc themselves selected on the basts of 
an a prion understanding derived trom the 
theory The intangible assas are classified 
into those with highet transaction costs such 
as goodwill, knowledge embodied in skills, 
and those with low transactions cost such 
as knowledge embodied in capital goods, 
and access to sources of capital The expec¬ 
tation IS that the latter factors would be 
positiselv related to licensing and the former 
to 1 DI intensitv The obtained R^s range 
fiom about 0 4S to 0 60 and the F-statistic 
tor the models from S 7S to 1017 

I he following models aie arrived at with 
4 90 pei cent level of signilicance or better. 
(Ihc signs show the nature ot dependence^ 
and the figures the significance level) 

FS ADS (-1,95 per cent), SKILL 2 (+,99 
percent), RDS (-.99 per cent), DCX>N 
( ,99 per cent) 

ADS (+.90 per cent), SKILL 2 (+.99 
per cent), RDS (-.99 percent), DCON 
(-,99 per cent) 

ADS ( + .95 per cent), SKILL I (+,90 
pei cent), RDS (-,95 per cent), ISP 
(+.95 per cent) 

LS RDS (4,99 per cent), DCORE (+,99 
per cent) 

PMS (+ ,95 per cent), RDS (+,99 per 
cent). DCORE (+.99 per cent) 

A preliminary correlation matrix of all the 
variables icscaled that the correlation coef¬ 
ficient between FS and LS was low, and the 
conclusion is drawn that the phenomenon 
of FDl and pure technology import (licen¬ 
sing) are independent, thereby justifying in¬ 
dependent regressions (and models) for these 
vanabies 

From the obtained models the author con¬ 
cludes that the ‘eclectic’ paradigm is upheld 
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intaagible asms such as goodwill built up 
Uirou^ advertising, and knowledge cm* 
bodied in human skills (what the author 
calls idiosyncratic knowledge), whidi are not 
easily commercialised, while licensing is ex> 
plained by knowledge embodied in plant and 
machinery (PMS), an intangible asset that 
is easily transferred along with the plant and 
machinery; and the locational factor whether 
or not the industry is included in the set of 
‘core’ or priority industries (OCORE). 

The unexpect^ negative relationship bet¬ 
ween FDl intensity and research and develop¬ 
ment expenditure (RDS) is rationalised by 
reference to Desai’s* finding that the 
R and D expendituic in much of Indian in¬ 
dustry is adaptive rather than of a more 
basic type, hence RDS according to the 
author does not reflect technological 
sophistication, nay increasing RDS implies 
decreasing technological sophistication! 

Similarly, the negative coefficient of 
DCON (whether or not the industry pro¬ 
duces consumer goods), is explained by the 
governments' policy which discouraged in¬ 
vestments in consumer goods industries, it 
is difficult not to feel that the interpretations 
are more in the nature of ex post rationalisa¬ 
tions of the obtained models. Thus, while 
it may very well be true that .some or much 
of the R and D is of an adaptive type, it does 
not warrant the author’s statement that as 
the complexity of the technology increases, 
the tendency to adapt decreases. 

We would, instead of ascribing any per¬ 
verse relationship between technological 
sophistication and R and D intensity, simply 
accept the finding of lower R and D inten¬ 
sity for foreign firms. This is hardly un¬ 
expected; Briefly R and D is an activity that 
demands great centrality within organisa¬ 
tions and is typically located at or neai the 
headquarters of a firm or at a location under 
the dinKt control of the corporate office. In 
other words it is very much the type 1 ac¬ 
tivity of Stephen Hymer'** and there is lit¬ 
tle reason to expect transnational affiliates 
in LDC.S which are much mote in the nature 
of branch/sub-branch offices or plam/sub- 
plants to house an important higher oidcr 
function like R and D." 

Wc would claim that the negative coeffi¬ 
cient of RDS neither supports nor questions 
tlic ‘eclectic’ paradigm. It merely confirms 
that R and D is very much a type I activity 
and necessarily gets concentrated in ihc 
parent firms’ country ot origin. 

The negative coefficient of DCON (dum¬ 
my whether or not an industry producing 
consumer goods) is explained by the govern¬ 
ment policy that sought to avoid foreign 
investment in areas where local skills and 
technology was available and the high 
overlap between these and the consumer 
goods sector. This could very well be true 
but the assumption of the high overlap bet¬ 
ween con-somer goods and sectors with local 
availability of skills and technology needs 
to be proved. More importantly given the 
fact that the barriers due to product diffeien- 


tened in consumer goods, puticuiarty in life 
style associated products, the variable ADS 
X DCON should have been used in the 
r^ression. Then, the hypothesis of product 
differentiation as an intangible asset creating 
entry barriers for local firms could have been 
test^. This is particularly important in the 
context of Western direct investment in an 
l.DC. 

In an l.DC given the social process of 
Westernisation, Western brand names have 
an advantage that is intrinsic to its origin, 
independent of advertising intensities. This 
IS because Westernisation implies inter aha 
(He imitation of life styles of Western peo¬ 
ple by (he urbanised uppei classes in LDCs, 
who ill turn constitute models for the rest 
of the population. The desire to acquire and 
use Western products does transcend the 
product as such and becomes one of using 
and acquiring certain brands, since these aic 
perceived to be of higher quality and the 
‘real thing'. Ihe advantage is particularly 
stiong in iite stvlc-as.sociated products. In¬ 
dued tentative evidence that this is so is pio- 
vided by the fact that the advertising and 
promotion intensitv of life styles associated 
piodticts and other products like drugs and 
pharmaceuticals ts higli for successful Indian 
films compaicd to tiarisnalional affiliated 
firms with similar maikct shares and catering 
10 the same maikct segments. Apparently 
they have to overcome this social disadvan¬ 
tage. It is remarkable that the ‘ccicdic’ 
theoiy has not recognised this special advan¬ 
tage that Western firms enmy, which is 
entirely external to the firm. 

The variables that most explain the vana 
tiun in FDI intensity arc SKILL I and 
SKILL 2 which are themselves highly cot- 
relatcd so that the models use only one ot 
them. This is argued to support the ‘eclec¬ 
tic' paradigm which explains FDI mtensiiy 
III terms of the possession of intangible 
assets that are transacted, it at all with only 
high cost. While the ‘eclectic’ theory could 
very well be true, the nature of the proxy 
vai tables used to represent skills embodied 
in people vi/, SKI LI I and SKILL 2 arc pro 
bicmatic. It is important to remember that 
statistical analysis docs not lead us to an 
undetstanding of causation. It is only Ihe 
a prion acceptance of SKILL I and SKILL 
2 as representing skills and knowledge em¬ 
bodied in people that the author is able to 
claim the validity of the ‘eclectic’ theory. But 
given a different understanding of the 
behaviour of transnational affiliales in India 
the causation could very well he from the 
‘dependent’ variable to the ‘independent’, i e, 
SKIII I and SKILl 2. 

Hk.h iNtOMFS IN TNCs 

From (his book as well as from the earlier 
literature'' we do know that the trans¬ 
national affiliates make profits much larger 
than that ot Indian firm-s, whatever the 
reasons We also know that in foreign firms 
in India, as also in some of the large highly 


the former, wage rates for the same joba are 
high. Indeed if one were to go through the 
annual reports of these firms then in the ap¬ 
pendix to the same, one cannot escape notic¬ 
ing that among the highly paid employMS 
are a great number of stenotypists, secre¬ 
taries, drivera and other work^ who in 
other (Indian) companies could be earning 
much less.'^ In other words TNC affiliates 
may be paying more simply because they can 
af*^ord to do so. Nevertheless the question 
'How do TNC affiliate maintain thw high 
piofits and wage rates?’ remains, and the 
author ha.s rightly made the determinants of 
profiiabiliiy an important focus of his 
analysis. 

OI all the characterKstics of market struc¬ 
ture, as a piiori obtained from the industrial 
economics' structure-conduct-performance 
paradigm, and from a prior knowledge of 
the paiticular aspect of the industrial en¬ 
vironment in India, (viz, scale, advertising 
intensity, R and D intensity, profit margins, 
and growth rate of the industry), onl^ larger 
scale ol operations (measured by average net 
sales per firm) and highci profits margins 
(on sales), and the use of highly paid labour 
wcie found to distinguish between the two 
groups. 

The fact that advertising intensity is not 
as per expectations is explained away by say¬ 
ing that ‘they miglii, however, still enjoy an 
edge over then coutilcrparts (local firms) in 
Ihis respecl, on account of the advertising 
generated by the associate companies and of 
the economies of scale in advertising’.'* 
While the leason that there may be econo¬ 
mies of scale in advertising is quite possi¬ 
ble, why should significant benefits emerge 
Irom the parent company's advertising in 
other couiitiies? More likely, the environ¬ 
mental advantage of Westernisation in LDCs 
which we have stressed earlier explains the 
fact that Ihc local firms have higher adver¬ 
tising intensity than foreign affiliates which 
helps them to overcome the same. The only 
other significant difference the author finds 
IS the liquidity ratio which is better for TNC 
alliliates 

The major factors in the discrimination 
appears to be the same that explained the 
FDI intensity, viz, proportion of high in¬ 
come employees HIE (same as SKILL 2 of 
the earlier analysis of FS and LS), which is 
in turn highly correlated with SKILL 1 and 
FS. Through a further two-stage regression 
the major discriminator ultimately reduces 
to SKILL 1. This finding is again explained: 
‘The proportion of high income emplc^ees 
in the case of (affiliates of transnationals] 
thus appears to be on account of their 
tendency to employ qualitatively superior 
personnel than their local counterparts... 
[wh'ch] may be an aspect of the non-price 
rivalry and may lend them a formidaUe 
competitive advantage in skill intensive in¬ 
dustries and can be a source of contrived en¬ 
try barrier’.'^ But as suggested earlier, it is 
most likely that the cause of this use of 
highly paid labour is their high profitabiii- 
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ty nd ^ aWfty to nuintafo tiM 
thermore the % 4 >lan«tion’ of dw diflhrentitd 
profits again in terms of essentially the same 
vviables used in the discriminant analysis 
and again the emeigence of 'skill' as the 
principal factor explaining profit levels 
makes the total explanation circular; 

In chapter V an atternfa is made to regress 
profit levels on variables which include some 
of those already used in the earlier analysis 
the product of advertising intensity and 
whether or not the country purchases Con¬ 
sumer goods (ADS X DCON), technological 
intensity which is the R and D intensity and 
the cost of impcRted technology, SKILL I 
and SKILL 2, total capital employed per 
firm, value added/saies, four firm concen¬ 
tration ratios, growth rate of sales, size 
(represented by net sales per Firm), capital 
intimsity, and effective protection rates. The 
attempt is to arrive at functions for the profit 
margins of local and TNC afFiliates sepa¬ 
rately and then test whether and in what 
form they are different. The analysis leads 
to the rejection of the hypothesis that TNCs 
have superior ability (bwause the intercepts 
of the regression equations ate not signi¬ 
ficantly different). The competing hypo¬ 
thesis, that they belong to different strategic 
groups as represented by the varying co¬ 
efficients of discriminating characteristics is 
upheld. That TNCs and local affiliates show 
different behavioural characteristics 
(whether or not one demarcates them into 
different strategic groups) is an important 
conclusion arrived at. Yet the further 
elaboration offered; 'In knowledge intensive 
industries FCEs [transnational affiliates] ap¬ 
pear to enjoy special advantages over the 
local counterparts*,'^ is not really 
substantiated. 

In the next chapter an attempt is made to 
determine the export performance of local 
firms and TNC affiliates in terms of varia¬ 
bles already considered for the profit margin 
analysis, and profit margin itself! Only 
SKILL 1, size, and profit margins are again 
the sigdificam faaors for foreign firms. The 
interpretations are rather forced as the 
following example would support; The 
capital cmployed/sales ratio is found to have 
negative sign and is significant at a 10 per 
cent level for FCEs, and not significant for 
local firms. Similarly SKILL 1, has a nega¬ 
tive sign for TNC affiliates but is significant 
at a 10 per cent level only, and not at all 
significant for local firms. On this slender 
basis the author concludes that it confirms 
the hypothesis that Indian firms do not have 
a comparative advantage in cither capital in- 
t^ive industries or in skill intensive in¬ 
dustries, and thus the 'technology factor’ is 
not important for Indian firms! There is lit¬ 
tle one can learn about the TNC affiliates 
from this chapter Earlier studies” had 
found that the export propensity of ttansna- 
tionab was significantly lower than that of 
comparable Indian firms, particularly in 
manufactured products, and the chapter is 
hardly able to explain this fact. 

The use of the 49-odd industries (at a near 


UinfdWt fev# of disiittpeKatioiO ttt the 
exi^anatlon of the H>l ioteority and diicri- 
minate analysis is acceptaUe, but for the 
profitability and export propensity it may 
have been better to use the data for firms 
individually setting up models for the iwo 
sets affirms, with the industry variables as 
the independent variables and a dummy 
characterising the ownership aspect. This 
would have rightly avoided the circularity 
that is there in the explanations of pro- 
Htability and the export propensity. Another 
problem is that the same proxies have been 
used for different factors, as for instance in 
the case of skill intensity and employee com¬ 
pensation behaviour, which makes the inter¬ 
pretation tenuous. 

One of the problems with this kind of em¬ 
pirical work is the very method of analysis 
once the sample or the home/host country 
is selected. The ‘explanation’ then is really 
one of the averages in terms of a set of fac¬ 
tors sometimes quite tenuously represented 
by independent variables. What is precisely 
missed are the non-averige firms, whose dif 
ference is seen more as a problem rather than 
as a poser or a lead to explore further, bring¬ 
ing in other factors and variables to arrive 
at a few archetypes of behaviour different 
organically (or in terms of the pattern) from 
each other; rather than in terms of indi¬ 
vidual or multiple associations. This com¬ 
ment about the methodology is particularly 
relevant here since the data often painstak¬ 
ingly gathered do typically end up suppor¬ 
ting the principal hypotheses one starts with. 
The study under review is no exception 
despile the technical rigour and the more 
than usual care taken in the specification of 
the model and the variables. 

The empirical work in the dominant 
paradigm has been carried out with the 
belief in its universal validity. Particular 
associations obtained between (proxy) 
variables representing certain factors and 
characteristics and other variables (which are 
sought to be explained), when they do not 
contradict, the paradigm are taken to sup¬ 
port it. But when they do, are not necessarily 
seen as such but are rationalised on the basis 
of some home or host country peculiarities. 
The attempt to relate a particular associa¬ 
tion obtained say, in India to a similar one 
in Canada and another to a similar one say 
in Brazil, and so on, rather than the totality 
of the associations does violence to the idea 
of comparative studies. This study too is 
profuse with references to similar particular 
a.ssociations found elsewhere even when 
other associations are different. 

We do know that firms from different 
home countries show differing propensities 
to set up production in host country markets 
even m the same product Then there are dif¬ 
ferences between home countries (the firms) 
in terms of degree of vertical integration and 
the industry composition. It is not at all cer¬ 
tain that the pronounced propensity of Ger¬ 
mans to licence their technologies or of the 
reverse propensity of the Japanese to invest 
in the thitd world even in low technology 
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U explainable in terms of the rUmrence in 
the industry compositiOD idone. A possible 
analysis of the behavioral differences bet¬ 
ween different nationality groups of trans¬ 
national affiliates could hm been a valuable 
contribution." 

Leaving aside the ‘eclectic^ paradigm 
within which the study is situated, the facts, 
lend themselves perhaps to a different inter¬ 
pretation. The low or indifferent export pro¬ 
pensity of TNCs in LDCs is by now wefl 
known despite the expectations that TN(^ 
are well endowed (market linkages, global 
brand names, etc) to export from third world 
economies. The empirical work of Deepak 
Nayyar" in answer to G K Hcllenier* 
.shows this clearly. Similarly studies^' which 
have sought to empirically understand ex¬ 
port of manufactured goods from TNC af¬ 
filiates in the LDCs, within the coneqy- 
tualisation of the product-cycle thesis and 
its variants, have found that TNCs, despite 
working in old industries and with standar¬ 
dised technologies, have hardly ever used 
LDCs as a base for export to advanced coun¬ 
tries. In other words the much talked dxHit 
relocation of production under the aegis of 
the TNCs is more a hope than a reality. The 
export zone industries are the few exceptions, 
but even here their extent does not amoum 
to a significant portion of the toud manufac¬ 
turing exports of LDCs.^ They are concen¬ 
trated in a few countries with political 
considerations having primarily determined 
their particular locations. Manufactured 
exports from LDCs have been primarily 
brought about by local firms o^ times 
supplying for (foreign) firms and agencies 
located in advanced capitalist countries. 

Similarly, the fact of high profit rates of 
TNC affiliates in the third world is hardly 
surprising. Furthermore, in the light 
Vaitsos’*’ critique of the product cycle 
thesis: that it is 'essentially a theory of 
monopoly cycles’; and hb further finding 
that TNCs demand a high rate of protection 
(and hence profits) to set up production in 
LDCs; and that their first choice is to export 
to LDCs, we must conceptualise manufac¬ 
turing FDI in LDCs as having an essenriid 
anti-export bias. Indeed if it were not so, we 
should have seen large relocation of industry 
from the advanced capitalist countries to the 
third world with the TNCs playing a major 
role in the phenomenon, relocated induaries 
being characterised by exports to advanced 
countries. And capital the world over should 
have widened rather than deepened. Even if 
we leave aside the more underdeveitqped 
economies as unworthy of relocation given 
their poorly developed infrastructure, the 
large Latin American countries, India and 
much of South-east Asia are quite all right 
for hosting relocated industries on a large 
scale, if costs alone^^ were to determine the 
flow of capital and enterprise. Remembcir 
also that hardly any country discourages 
FDI, which seeks to use that country as a 
base for export of manufactures to the rich 
countries. Mainstream theory has side step- 


Beonomic and Polhical !IMeekly June 1-8, 1991 


139 



w/ f«MavMW««0 w 

risk; When LDCs aie wen iv TNCs as hosts 
to earn very high returns (often the true pay* 
back pen^ for the actual inflows is less 
than 18 months') and not as places to hold 
luge slocks of capital, then the answer im* 
plKit'is that the perceived risk is too high 
This IS a statement that is not subject to the 
fa'slfiability criteria since the idea of risk is 
hardly independently conceived and so 
amounts to a tautology 
The particular reasons why TNC affiliates 
are able to maintain higher profit levels 
throughout the post-independence period is 
a question that has yet to be answered 1 he 
author's conclusion that the TNCs and the 
local firms belong to dilfercnt strategic 
groups IS certainly a step in the right dircc 
bon, but the analysis is unable to show 
specific ways in which they aic different 
^ce this question is answered satislactoiilj 
then we may see many ot the other assoc la 
tions (such as use of highly paid labour 
belter debt equitv ratio, better liquidity, 
higher value added by sales ratio) as aiising 
more out ol high profit niaigin' along with 
a low propensity to invest 
The additional contiibulinn ol this book 
in helping to undentand the phenomenon 
of transnational affiliates in India is quite 
minimal This is so because the methodology 
and the chosen paradigm within which the 
study IS cast, have been elevated above iht 
problem at hand Moreover there is at best 
only a formal attempt to relate the pheno 
menon to the economic and policy environ 
ment m India 
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Colonial Power and Micro-Social Interactions 

Nineteenth Century India 

Sabyasachi nhattacliarya 

Theorising and historical narrativising have concentrated on the apparatuses and activities of the colonial In¬ 
dian government and on the ’state derivation’ question in terms of the mode of production and the world capitalist 
system. This paper contends that analysis of the architecture of colonial power will remain incomplete unless 
it is sensitised to the process of its constitution at the micro-social level, in everyday life and the mundane actions 
of ordinary people, below the over-arching framework of the colonial state. An associated question that arises 
r^tes to how an agenda of micro-social investigation articulates with the study of the macro-structure. 


THE study of colonial power has been 
Focused on the macro-structure.' Theoris¬ 
ing as well as historical narrativisation— 
aften delinked from each other, to the detri¬ 
ment of both—have concentrated almost ex- 
dusively, in the empirical mode, on the ap¬ 
paratuses and activities of the colonial 
Indian government, and at a rarcHed 
Iheoretical level on the ‘state derivation’ 
question in terms of the mode of produc¬ 
tion and the world capitalist system. Useful 
IS these studies are, insofar as the theoretical 
Formulations offer us some testable proposi¬ 
tions,’ there remains a doubt about the suf- 
ficieiicy of that enterprise. It is my argument 
in this paper that analysis of the architec¬ 
ture of colonial power will remain in- 
romplete unless it is sensitised to the pro¬ 
cess of its constitution at the micro-social 
level, in quotidian life and the most mun¬ 
dane actions of ordinary people, below ihc 
overarching framework we call the colonial 
state. How such an agenda of micro-social 
Investigation articulates with the study, both 
empirical and theoretical, of the macro- 
structure is also a question that we must ad¬ 
dress, however tentatively. 

It is necessary to put my argument in a 
larger context in terms of some simple pro¬ 
positions, though it will not be possible to 
elaborate on them in this paper. How was 
colonial authority made perceptible to the 
subjen race, once coercion had achieved sub¬ 
jection? Perhaps two processes, interactive¬ 
ly drawing strength from each other, were 
at work: on the one hand what I propose 
to call the delegllimation of pre-colonial 
authority in political life, and, the obverse 
of the process, the appropriation of the 
insi^a of authority by the colonial state 
from,the pre-existing indigenous inventory. 
The deiegitimation process was instantiate 
in innumerable displacements of individuals 
and institutions empowered by pre-colonial 
history. The most significant instance was 
the trial of the Mughal emperor Bahadur 
Shah 11 at his own palace in Delhi in 1858. 
The s^ifleant thing about the trial was not 
only the symbolism and visibility of a trial, 
by junior English army ofTicers, of the llth 
successor to the throne after Aurangzeb, but 
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also that the chief charge against Bahadur 
Shah was that of treason; “he being a sub¬ 
ject to the British government in India, and 
not regarding the duty of allegiance did... 
proclaiip and declare himself the reigning 
king of sovereign of India..!’’ Such acts of 
deiegitimation were accompanied by parallel 
displacements in authority structure at lower 
levels vis-a-vis the ‘country powers’ (i e, the 
princely states), the chiefs, zamindars, etc. 
The obivrse of this process is exemplified by 
the Delhi Durbar of 1877 to proclaim Vic¬ 
toria the empress of India—an inspired act 
of the symbolic-cultural construction of new 
colonial authority which Bernard S Cohn 
has .so insightfully studied in his essay on 
the significance of the Durbar in ‘represen¬ 
ting authority in Victorian India’.^ 

A doubt: how much of the deiegitimation 
process at the top (e g, the constitutional 
niceties of the sovereignty issue in the 
Mughal emperor’s trial) and the rituals of 
empire (at Delhi in 1877 or re-enactments 
at the viceroy’s levee, etc, from time to time) 
was accessible to the vast majority of the 
subject race? To the latter, was the colonial 
state any more than the totalisation of their 
life experience m.sofar as their life was touch¬ 
ed by the remote extremities of the limbs of 
the state—the ‘daroga’ and his minions, the 
‘shcristadar’ and the like in the collector’s 
culchery, the small causes court, and so 
forth? How was the supremacy of colonial 
authority brought home to ordinary people 
in their daily life? Given the macro-structure 
of colonial power, bow are its messages 
translated into micro-social practices in daily 
life? How is an abstract notion of authority 
transmitted to the recipient people in con¬ 
crete mundane interactions with the pos.ses- 
sors of authority? Are certain stereotyped 
social gestures adapted or created by 
the coloniser to signal superordinate- 
subordinate relationships in everyday in¬ 
teractions with the colonised people? What 
are the means used to ‘stage’ interactions bet¬ 
ween Englishmen and natives in a manner 
appropriate to the representation of the 
superordinate position of the English? These 
are questions which may hdp us explore the 
history of the constitution of colonial power 
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in quotidian practices beiow the overhanging 
framework defined in terms of theoretical 
constructs and symbolised in terms of a 
spectacular event like the Delhi Durbar from 
time to time. 

Rituals of colonial Power in 
Everyday Life 

“There can be no society that does not fed 
the need at regular intervals to maintain and 
strengthen the collective sentiments and col¬ 
lective ideas which constitute its unity and 
personality... Hence there arise ceremonies 
that in their purpose, in the results that they 
produce and the procedure employed in 
them, are no different from religious 
ceremonies proper. What essential difference 
is there between an assembly of Christians 
celebrating the principal dates in the life of 
Christ, or Jews celdurating the exodus from 
Egypt or the handing down of the ten com¬ 
mandments, and a meeting of citizens com¬ 
memorating the institution of a new charter 
of morality or some great event of natioiul 
life!’-' Thus Emile Durkheim. 

This seminal idea of political rituals as a 
vehicle for the representation of the “collec¬ 
tive sentiments’ of a society, and thus the 
construction of a political culture, has been 
a fruitful line of historicaUnvestigation. In 
particular such investigations readily come 
to mind in the area of the study of m^ievid 
European kingship^ and more recently, the 
study of the rituals and other symbolic- 
cultural means of legitimation in medieval 
India.’ The Durkheimian perspective on 
ritual was significanily extended by Erving 
Coffman in microsociological studies.* 
Distincr from the tradition of symbolic inter- 
actionists and ‘role theorists’ and pre-dating 
recent ethno-methodologists’ work, 
Coffman framed an agenda of KMaich that 
seems to have one central theme which is of 
interest to us—how ritual permeates daily 
life and commonest interactions. There is 
probably in Coffman’s work an afTmity with 
Durkheim, as ColUns suggests. Whether or 
not that is true—for Coffman has been reti¬ 
cent on the question of locating his ap¬ 
proach in relation to recognised ‘schools of 
thought’—his approach addresses the kii^ 
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Mcm. However, one may omy ger certain m- 
dghti from Coffman’s and r^ted tnvatiga- 
tions ot the mtcro-social genre Apart from 
the obvious diffeience between the sort ot 
data they deploy in analysis and the quality 
and texture of histoncal evidence, there arc 
differences between the colonial context and 
I tat to which Uotfman applied his mind 
1 he specificities of the ‘colonial situation’ 
are, of course, widely ramified,’' but we 
have in mind only three immediately rcle 
vant features 

First, and most obviously, the social situa 
tions to which originally micro social 
analysis was applied (e g contemporary 
Western middle-class Coflmanland) otfei a 
contrast to the colonial ones (c g, iVth 
century Anglo-Indicland), because in the 
latter a schism between the ruling race and 
the ruled structured social interactions bet 
ween members of these two categories 1 his 
applies in various dcgiees even to routine 
everyday social encounteis in the colonial 
context Secondly, lepiesentation of authon 
ty IS more readily legible in societies wheie 
the superordinate and the subordinate share 
the same set ot signifiers m a culture C on 
tranwtse, in a colonial society, in the absence 
of common sigmfiers ot aathoiity, messages 
across an ethnic and cultural divide are not 
received, or at least not with their full im 
port Anxiety about this (of the ‘what do 
the- nativcs-thmk’ variety) is a constant 
refrain of British Indian bureaucratic 
discourse in the 19th century Thirdly it 
follows that the British would have to ap 
propnate bits and pieces out ot the pre 
colOTial Indic cultural and social practice to 
refashion sigmfiers of authority to suit thru 
own ends As I have said earlier, this pro 
cess accompanies the process ot delcgitima 
tion of pre-colonial authority In the colonial 
context there coexist two (at least two, there 
may be more) sets of sigmfiers and there 
develops a subset which is the locale ot a 
process of development ol elements com 
mon between those two sets Oni can 
visualise it as two circles which overlap and 
between the two points wheie they intersect 
IS the subset common between the two circles 
or sets At this hermeneutic intersection as 
I propose to call it, there develops a slock 
of sigmfiers interpreted in a manner com 
mon to both the English rulers and the 
natives ruled In the beginning of English 
Indian encounter this stock was small and 
signs were misread (e g, what was ptesiatory 
gift as a deference indicator to a 17th cen 
tury Mughal noble, meant to the British a 
bribe for favours) As colonialism settled in 
to Its grooves signs were interpreted belter 
As the foreign power prevailed over the in 
digene, one meaning tended to < oimtervail 
another (e g, the honorific meaning of 
medallions branng Victoria's portrait in late 
19th century prevail over prejudices against 
the idolatrous meanings perceived by 
Muslim ruling princes)The most effec¬ 
tive cultural interventions by colonial power 
would be at the hermeneutic intersection 


into 010 symoois, timitutions ana even 
routimscd actions (e g, thking off one's shoes 
to show deference) 

Thus, while the micro-social theoretical 
literatute (speciallv Coffman’s empirical 
work) IS of use in generating and framing 
questions, in setting up an approach to the 
process ot construction of colomal authon 
ty, one has to depart from the received 
theoretical approach " We have to build 
upon I he specificities of the colomal situa 
non and when we so ground ourselves (as 
will be hopciully evident from the empirical 
portion of thi< paper—which is meant to be 
indicative of the quality ot evidence asail 
able, and not a comprehensive inventory) the 
need for a reorientation of theory with 
legard to thi spcaficitiesot colonial societies 
becomes clear 

The questions that we have raised earlier 
about the constitution of colonial power m 
everyday social interactions are not easy to 
answer \nv one who has handled source* 
relalmg to British India ot, sav the I9th cen 
lury, will realise that t propose to make a 
beginning bv examining a simple aci itiai 
ot taking ott Ones shoes 
There is an apparentls trivial in,idem 
described m great detail, in the memoits <>' 
field marshal lord Robert > ol kandaliii 
/ ort\ one vean m India from Suhaitcrn to 
C ommander in Chief During the upriong 
ol t8^7, he says, the Brit sh were so pleased 
with the suppoii given to them by the 
Kapurthala army, among others, that in 
order to pav a compliment to the officers 
and the principal men with me Kapurthala 
troops’, Edward John Lake (i82) 77) the 
commissioner of Jalandhar in I8S7 mviicd 
them to his house to meet them I he off ii ci 
who organised the affair was fohn 
Nicholson (1821 57), an officer famous in 
Punjab as a soldier (Nikkul Scvii Sahib) and 
a tierce administrator - be died at the sior 
ming of Delhi soon alter this incident 
Roberts was then a young subaltern undci 
Nicholsein and the point of his naiiativc is 
10 extol the merits of that faniou enipiic 
buildei I he event witnesscxi by Kesbciis at 
the close of laike’s meeting with the 
Kapurthala officers was as follows' 

At the elosc ol the ceremony Mehiab Singh 
a general officer in the Kapurthala Arniv 
took his leave, and, as the senioi in rink at 
the durbar, was walking out of the loom tiisi 
when I observed Nicholson stalk to the dour 
pul himself in front of Mehiab Singh and 
waving him back with an authoritative air 
prevent him from leaving the room The rest 
ot the company then passed out and when 
they had gone, Nicholson said to I ake 0, 
you see that Oeneral Mehtab Singh has his 
shoes on’’ 

Lesi the i nglish reader back home should 
miss the significance of these inomcritous 
words, Roberts adds here a footnote “No 
native, in native dress, keeps his shoes on 
when he enters a room, unless he intends 
disrespect” 

Lake replied that he haa noticed the tact, but 


mg in nmausuini, huu- -1 acre w nu iiuwnnc 
excuse for such an act of gross unpertinenct; 
Mehtab Singh knows perfectly well that he 
would not venture to step on his own father's 
carpet save barefooted, and be has only com- 
milted this breach of etiquette today bmuse 
he thinks we are not in a position to resent 
the insult, ai d that he can treat us as he 
would not have dared to do a month ago 
Eventually Mehtab Singh was compelled to 
take off his slioes and carry them out of the 
room in his own hands One may note that 
Nicholson spoke to Lake in Hindustani to 
convey to the third person, Mehtab Singh, 
the Indian rules of etiquette TVra points need 
attention birsi, the breach of etiquette is a 
pohtieal act Second, the etiquette in ques¬ 
tion IS explicitly derived from ‘native* rules 
ol proper behaviour 

[he event was staged and the 
dramaturgical dimension ol the interaction 
between the actors, British and Indian, was 
of ciuvial importance. The stage craft begins 
with ‘flaming’ the interaction as a levee 
demanding certain stereotyped gestures and 
rituals ot everyday life, it culminates in stag 
ing an act of repentance bv the native who 
failed to make the ritual signal of subser 
vienceor at least, rcvpect The presentation 
ol Nicholson s self is, ol couise, dictated by 
a collective British conception (about 
themselves in relation to the natives) an^ 
may or may not have been a manifestation 
of his individual personality Lake did not 
react imtiailv the way Nicholson did, but he 
was brought m bne soon enough and behav 
ed a* the collective British self conception 
in this context demanded 
It IS well known that Ooffman owed to 
Durkhcim the idea that individuals possess 
an inventory ol shared orientations of a "col 
lative’ kind The twist in the colonial con 
text IS the appiopriaiion by the colonisers 
ot some of the orientations, often obiectified 
in pattern ot behaviour or even artefacts, 
belonging to ihe subordinated people and 
III the process imparting a dilferent mean 
mg to things pre dating the colonial regime 
fins IS what makes the establishment of 
I duals of quotidian interaction of a compli 
caied aftan I have used some of Golf man’s 
analvlical insights into everyday social en 
cuunicrs to understand an episode minutely 
obsetved in detail by a knowledgeable par¬ 
ticipant to show how a stereotyped action 
(taken from the ‘native’ stock ol such ac 
tions) was being re-created in the colonial 
context to sustain in day to-day, face-to-face 
interactions the superiority of one set of ac 
tors, British, over another set of actors, 
native Taking off one's shoes as a mark 
deference is one of the many items in the in 
vemory of social rituals accumulating under 
British auspices 

A question often raised in the theoretical 
debates on micro sociological approach is 
about the waghtage to be given to fragments 
of interaction or discursive practices In 
other words, the methodological question is, 
how much do such fragments tell us about 
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the nMiao<«tructHKs, entitie* such as the 
state or class or caste and to on «id in this 
instance, power'* Evidently the weightage to 
be given to evidence like the one reported 
by Roberts on an incident in 1857 at 
Jalandhar would depend on the extent to 
which one can establish the observed piece 
of micro-social interaction as a part of recur- 
ring pattern Otherwise, as Cicourd'^ has 
put It, It IS difficult to establish how ‘a few 
fragments ol a conversation or even several 
pages of discourse can presume to sund for 
the complex social structures identiried in 
macro-theory, such as large-scale political, 
economic, demographic and stratificationai 
patterns’ In short, regularities in discourse 
and practice need to be established to enable 
us to read the meaning of micro-social 
evidence 

AN Emeroino Pattern 

In the early I8t0s an old Indian hand, 
F J Shone, wrote of the Indian custom of 
taking off one’s shoes, without getting 
unduly exeaised about it In his essay on 
The ^haviour of the English towards the 
Natives’ he writes ‘on the point of raking 
off one's shoes, it may be observed that this, 
like any other mode of testifying respect, 
means nothing in itself beyond the idea that 
IS attached to it—it is no more than raking 
off our hats ’** 1 ikewisc we find sir 
Richard Temple taking oft his shoes without 
any fuss about any damage to his digmty in 
the palace of mzam ot Hyderabad “On 
arriving at the threshold of the nizam's room 
of audience I took off mv boots (which was 
easily done in a moment) and walked 
forward’’ This was the right etiquette it was 
taken for granted in the late 18th and even 
in the early yeais of the I9th centurv that 
this would be done Ci F Harvey ot the 
Indian Civil Service who served in Burma 
for decades pointed out that ‘English 
officers were accustomed to kneel unshod 
in the presence of Indian kings (TTie 
problem with the Burmese was that they not 
only demanded that shcres be taken off 
before entering the palace but also required 
the English envoys to the court of Ava to 
‘prostrate themselves at gateways and spires' 
and their virtual incarceration in ‘a 
scavengers’ island*) Similarly Luropeans 
who did not want to unshoe themselves 
Bishop Heber had recommended with his 
usual ecclesiastical tact, should not enter 
temples and mosques 
But this customary gesture of respect by 
taking off one’s shoes was increasingly un 
acceptable to the majority of Englishmen, 
particularly in tiK latter half of the 19th cen 
tury It was, of course, well known, even to 
avilian and army officers, with or without 
a smattering of an Indian language, that 
taking off one’s shoes was a token of respect 
in the Indic culture. It particularly applied 
to meetmgs with high dignitaries Emperor 
Bahadur ShUh II had gone to the length ot 
including this as evidence in his defence 
statement at his trial in the Red Fort m 


1858 ** “As regards the rebeflious army it 
may be stated that they never saluted me 
even, nor showed any mark of respect They 
used to walk into the Hall of Special 
Audience (i e, the Diwan-i-Khas) and the 
Hall of Devotion with their shoes on” If they 
came into the imperial presence with their 
shoes on. how could Bahadur Shah be ac 
cused of exercising sovereignty over or 
accepting the allegiance of these soldiers^ 
Thus the arguments of the prosecution at 
tnbutmg to Bahadur Shah the leadership of 
the rebellious soldiers, according to the 
accused, could not be sustained That was 
the defend put up by Bahadur Shah This 
IS one of numerous examples of the signi 
ficance attached to the removal of shoes as 
a mark of respect 

1 he recognition of the value attached in 
Indian culture, both Hindu and Muslim, to 
the simple act of taking off one’s shoes had 
two consequences on the behaviour of the 
Englishmen serving in India First, natives 
were required to show respect to Englishmen 
in authonty by taking otf their shoes 
Second, lor Englishmen to take off their 
shoes in deference to an Indian was 
derogatory to tnc prestige of the ruling race 
and, therefore, to be avoided As for the first, 
we have already seen the 1857 episode at 
Jalandhar recounted by lord Roberts—a 
kind ot richly detailed description of how 
such things happened which is much more 
effective than statements of a general kind 

To illustrate the other principle, not to 
jeopardise British dignity by takii^ off shoes 
m deference to a native, we may look at a 
minor event in Hyderabad in 1869 C B 
Saunders was recently appointed the resident 
at Hyderabad For the past several decades 
the British lesidents had followed the custom 
of taking off their shoes before coming in 
to the mram’s presence an old etiquette of 
the court Saunders declined to do so An 
opportunity to make his point presented 
Itself the old nizam Afzal ud-Daula died in 
early 1869 and his successor was a minor 
Saunders thought that the application of the 
custom of taking off one’s shoes was 
deiogatory to him and to other Englishmen 
who might visit the mzam with him on the 
occasion of the new nizam’s installation oi 
for that matter on other occasions like cal 
ling upon the mzam to express condolence 
on his father’s death ' The minister and the 
Amir i-Kabir (the chief noble family of 
Hyderabad and hereditary head of the royal 
household forces) did not quite relish the 
idea and gave way somewhat reluctantly”''* 
At the time of the resident’s visit of con 
dolence to the mzam the Indians divested 
themselves of their shoes, while the British 
party sat on chairs ot European manufac 
ture with their boots on After a few days, 
at the more formal durbai installing the new 
mzam, the same procedure was followed 
Thus, ‘a practice which was not considered 
consisteht with the British position m India 
and with he dignity due to a paramount 
power, was quietly dropped’ '• The English 


restdenr had acted with ‘most commendable 
promptitude' 

It was a famous victory The mum ac¬ 
cepted the departure from an old custom 
his age was two vears and eight months The 
local nobles' demurral was brushed aside. 
The event mav appear trivial in this day and 
age but great importance was attached to it 
by the British policy makers The viceroy 
wrote personally to the secretary of state in 
England about it Resident Saunders had 
behaved ‘with great firmness' tqsave Bntons 
from ‘a humiliating ceremony, wrote lord 
Mayo to lord Argyll 

In the 1830s a civil servant in Bengal 
presidency noted that the custom of show¬ 
ing respect by taking off ones shoes wras 
dying in Calcutta But then, the Bengalees 
were ‘lowest in habits and principles of all 
the people of India, and of the Bengalees, 
the inhabitants of Calcutta are, perhaps, the 
worst’What began to happen was that 
natives who wcic habitually in western dress 
m public began to give up this custom and 
thev were tacitly allowed to do so by the 
English Shore did not approve of it and 
noted that this contagion was spreading so 
that ‘natives of rank’ were beginning to ‘walk 
into our rooms with their shoes on tivir 
feet’’’ He surmises that ‘among themselves 
thev wilt boast of having been permuted k 
do so, and speak contemptuously of the 
English for allowing it—though ‘they 
sometimes affect to tell us, that it is a mat 
ter of little consequence' ” 

The latter point, the Englishmen think 
ing about ‘what the natives think’ is an im¬ 
portant element in the process of micro-level 
interaction—as important as it is in imperial 
policy making at the higher levels Tins is 
not only because of a natural concern of the 
rulers as to how the ruled are reacting to 
their actions It is also because a complia 
ty of the ‘native’ mind is needed to constitute 
colonial power, insofar as it is a cultural 
project 

Tht Macro II vti Ordir 

We have isolated for analysis only one of 
a large inventory of stereotyped actions, m 
(ace to face interactions, denoting deference 
in IndiL culture and appropriated and 
suitably valorised by the British rulers in 
India What have been called ‘deference en¬ 
titlements’’'* were varied in Indic society 
and included (as in many other societies 
elsewhere) entitlement on the basis of birth 
in a certain caste or kinship ties with, say, 
a princely family or dominant lineages in a 
legion Thus, the claim of the British to 
dcierence on the basis ol birth m a particular 
racial stock was not altogether foreign to a 
tradition in this country where deference- 
entitlement could be acquired by birth ” 
However, Indian compliance to this privilege 
could not be secured on that basis alone Its 
real basis was an Englishman’s proximity, 
real or imagined, to those who wielded 
power derived Irom the colonial state The 
presenution of this kind of deference entitle- 
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mem aemaiKiea mat me eingnsn present a 
common front vua-vu the indigoious 
population As the maharaja of Scmdia, 
speaking of the English as a race, put it in 
1867 'you are not popular’, but ‘>our 
prestige fills men's minds’, in part, because 
of ‘the unity of feeling and loyalty to one 
another which exists amongst you’^'’ A 
possible threat to this network binding 
iOgcther Englishmen, often physically 
isolated in the district or a princely state 
residency, was miscegenation If the ethnic 
boundary becomes indistinct the deference 
due to the ruling race would diminish Hence 
the great concern for preservation of that 
boundary which Kenneth Ballhatchet has 
documented *’ As the British raj prospertd 
and consolidatol itself as a terntoiial poiser, 
the Eurasian became an embarrassment and 
m 1791 the court ol directors resolved to ex 
elude them from superior civil, military and 
marine services, i e, from covenanted service 
and army commissions I he rationale for 
this was that ‘to admit persons ot hall blood 
to higher situations' would detract from the 
prestige of the official elite, ‘for the native 
gentry oi the country would look upon them 
with rio respect’ “ By the end of the 19th 
century the prejudice against miscegenation 
was so strong in high decision making circles 
of British India that many at that level 
argued that if European bachelor ofticers 
must seek the company of native women 
(eg, in Burma where there were lew 
European women about) let then liaison be 
secret and illegitimate The secretary of state 
lord George Hamilton was ot opinion that 
% legal marriage (with native women) would 
put the Europeans into a lower position in 
the estimation of the native, than il he kept 
the woman as his concubine’^'* Viceroy 
Curzon was equally strong in his view iha 
mter-racial marriage must be diswountenanc 
ed as strongly as possible That was in 1901, 
It the height of ‘Victorian puritanism’ 

We have concentrated attention on one 
type of deference indicator, unshoeing 
oneself, as a representative instance Such 
examples un be multiplied to show how 
Similar rituals pervaded various interactive 
contexts Honb'le b J Shore, a civil servant 
in the NW Province and Central Provinces 
wrote a great deal in the 1870s on how 
British rule m India might be ‘facilitated by 
adopting a mode of behaviour which will 
influence the natives to regard us with 
respect and favour’ 

The main point made bv Shore was that 
'The acts of government, even if they arc 
unjust, often affect comparativciv tew but 
the behaviour ot individuals is felt by all in 
then daily and hourly intercourse with us 
And ‘ It ought to be the object noi onlv 
Ot every governmcni servant but ol tvers 
Englishman in India, to strengthen stabiliiv 
of our rule, for dreadliil indeed would be 
the state of the country were the Biitish 
authority suddenly to be withdrawn '' It 
was the political import of everyday inter 
actions between the British and the Indians 
which Shore sought to emphasise 


Between these inuy Biieio^ociaf processes 
of every(% hie we have bfeen talking about, 
and the rituals and pageant of, say, the im 
penal durbar in 1877 at the symbolic centre 
of the Indian political order, there were a 
whole series of intermediate range symbolic 
representations and rituals of imperial 
power For example, the rituals of the British 
courts of law, it seems, deeply impressed the 
large numbers who attended the court 
Along with many spaces for enacting power 
relations in Indian British transactions—the 
collector s culchcry, the district police chiefs 
office, the parade ground of the local com 
mandant in the army cantonment—the court 
oi law was a stage and it had more than 
usually impressive rites 

BtrwuN Micro AND Macro 

Beyond the intermediate rangeoi British 
Indian transactional spaces like the court of 
law the tollcvioi V cutchery, etc, was the apex 
aicna at the centre of the political system 
The thrust ol our argument has been that 
an exclusive concentration on the latter pro 
vides a veiy inadequate pictuie ol the pro 
cess ol the constitution ol colonial authority 
Historiographic tradition is heavily weighted 
in favour ot that apex centred approach 
And to the cxicnt there has been any 
theoretical thinking about the colonial state 
and Its formation it has been locked into 
a cioss wire focused on the central processes 
in building the colonial political order 
Scenarios with the colonial s'atc as the actor 
art all too familiar and whil<' the inhetent 
rcductionism has gone unquestioned con 
testation has ccniied around the atiribuies 
of the entity (ailed colonial state As distinct 
from this appioach the ‘miv ro translation 
ot the macro order conicplualisalion and 
explanation may be useful " 

That IS not to say that micro social 
political phenomena alone constitutes the 
reality 1 he position of some theorists ol 
micro sociology [e g, Randall C ollins and 
Kom Harrc] pnsh the aigumciit to an 
untenable point in virtually refusing to 
iccognisc macro phenomena as real except 
as an aggiegaiion of micro phenomena 
Ihis IS a position close to methodological 
individualism in a way and takes us back to 
an old agency structure debate One recalls 
Max Webet on the need to ‘exoicisc the spa 
tre ol collective conceptions so that soc lal 
study can proceed from the actions ol one 
01 more separate individuals' I ikewise F 
A Hayek on individual actionv as the route 
towards understanding social pticnomena 

Here a caveat is in ordei Does a tcsearch 
stiategv centred upon social interactions, 
uliimaicls ol individuals m the colonial con 
text as a means ol studying the construction 
of colonial authority assume the premises 
cil methodological individualism’ Not 
iieccssaiilv Admittedly our approach con 
cedes ccntiality at this level of analysis, to 
the individual as the agent But can we push 
the point larther and say that their disposi 
lions and actions alone constitute small* and 


large-scale wctal-politictd phenomei^ that 
itructiual eqylanahons aro ro be disnitied at 
imperfect compared to the explanatfons at 
the level of individual action? Some ques¬ 
tions expose the untenidniity of such a posi¬ 
tion Are the actions of mdividiials a pro¬ 
duct ol their beliefs or, to use Bourdieu’s 
phrase, 'dispositions*^^ Where do these 
beliefs and dispositions come from^ Do they 
not come from Collectivities of various 
orders? Does not explanation of macro- 
social phenomena exclusively in terms of in¬ 
dividual actions and dispositions only 
relocate the explicandum from one level to 
another’’ 

If (hen we reject, with Steven Lukes 
among others, methodological individualism 
as ‘truistic’ at one level and untrue to soaal 
reality at another, where does it lead us 
It leads to a middle Jround The articula¬ 
tion between the mu rOdevel and macro-level, 
different aspects of reality, needs to be 
rcco^ised It has been pointed out that 
Braudel's massive enterprise of capturing Ihe 
evolution of capitalism in 16th ISth century 
Europe at the everyday material existence 
level IS an exemplar in this respect ” He 
identities several aonomics in parallel evolu¬ 
tion, tor example, below the highly visible 
level of the market transactions which 
economic historians have ban chiefly con 
cerned with, there was a distinctly diflercnt 
province of piacticc m the routine, infra- 
aonomy of the ruial grassroots level And 
yet these levels diaw strength from each 
other, the formal and informal sators inter 
act with each other to build an overall 
capitalistic structure Mote directly addres 
sing the problem of so called micro macro 
anti agency-structure ditferentiation, Gid 
dens provides a very useful construct, ‘struc 
turation’ Structure is “the medium and out 
come of the conduct it taursiveiy organises, 
the structural properties ot social systems do 
not exist outside of action but are chronical¬ 
ly implicated in its production and reproduc 
lions" Thus structure is continually m the 
process of being formed and itself forming 
action in a dialatical relationship “The 
‘dialogue between structure and coniuncture’ 
which Braudel wants to capture is parallel’’, 
Giddens writes, “to that which I seek to 
represent m a more detailed way in structura 
tion theory’’^* Such an approach may help 
us conceptualise the connection we have 
posited between everyday micro social inter 
actions and the colonial state 
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was the Anglo American soaety, general 
ly his preference for discussing parti 
cularities obscured the universalities that 
others latei elicited from his work See J H 
furner, A Theory of Social Interaction 
(Oxford 1988), pp 90-95 

12 l,ord Roberts, forty-One Years in India 
horn Subaltern to Commander in Chief 
(I ondon 1898), p 75 

13 A V Cicourel Notes on the Integration of 
Micro and Ma ro Levels of Analysis’ in 
K knorrCeiina and A V Cicourel (eds), 
op cit, p 54 

14 rredericK John Shore Notes on Indian 
Affairs (London, 1837), vol 1, p 14 

15 Cj E Harvey, Burma 1782 1852’ in Cam 
bridge Hisioiyof Indut, vol V (Cambridge, 
1929) p 559 Richard Temple, Political 
Diary, April 20 1867, Temple CoUeaion 81, 
cited in Bharati Ray, op cit ch II, fn 141 

16 Bahadur Shahs detence statement on 
Match 9 1858 K C Yadav, op cit, p 346 

17 Bharaii Ray, op cit, p 59 

18 Ibid 

19 Ibid 

20 Mayo to Argyll, March 2 and 10, 1869, 
Argyll Papers cited in B Ray, fn 146, ch 11 

21 I I Shore, op cit, pp 79 81 

22 Ibid B S Cohn op cit, notes that ‘if an 
Indian habitually wore European clothes in 
public he would be allowed to wear shoes 
III the presence of the English at a-fevec or 
a ball or a drawing room conversation 

23 I J Shore, op cit, pp 79-81 

24 1 his very useful term was first introduced 
bv Idwaid Shils, ‘Defence’ in lohn A 
Jackson (ed), Social Stratification (Cam 
bridge, 1968), pp 104 32 

25 VivekanandaaswellasBankimChatterjee 
noted this fact the point made by them be 
ing the indelensible social discrimination 
within Indian society, cl 7 Raychaudhuri 
Europe reconsidered perceptions of the 
West in 19lh C enturv Bei gal (Delhi 1988) 
pp 183 314 

26 A ai urd of conversation between Scindia 
and general Daly, resident in Gwalior m 
1867 in H Daly. Memcirs of General Sir 
Henry Dermot Duly (London, 1905), p 270 

27 Kenneth Rallhatchet, Race Set and Class 
under the Raj (Delhi, 1979) 

28 Ibid, p 98 

29 Hamilton to ( urron, 15 81901 cited ibid. 
In 31, p 151 

30 I J Shore, op cit, p 82 

31 Ibid p 17 p 23 

32 I or example the representat ion of courts oi 
lav in early Bengali Action, beginning from 
the first novel in Bengali by Peary Chand 
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Che Colonial Economy’ (mimeo; Centm (br 
the Study of Social Sciences, Calcutta, 
1991) 

33 R Collins, ‘Micro-Translation as a Theory- 
Buitding Strategy' in K Knorr-Cetina and 
A V Cicourel (eds), op at, pp 81-108 

34 R Harre, ‘Philosophical Aspects of the 
Micro Macro Problem’m ibid 

35 Max Weber, Economy and Society (1978), 
vol I, p 13 and W Mommsen, ‘Max Weber’s 
Political Sociology^ International Socud 
Science Journal, vol 17,1965, p 25 ated by 
A Oiddens, The Constitution of Society; 
Outline of the Theory of Structuration 
(Cambridge, 1984), pp 213-14 

36 Pierie Bourdieu. 'Menn and Machines' in 
K Knorr-Ceima, op at. pp 308-12 on 'posi¬ 
tions and dispositions* 

37 Stesen Lukes, ‘Methodological In¬ 
dividualism Reconsidered’, Bntah Jowrnal 
of Sociology, XIX, 1968, pp 119-29 

38 KnorrCama’seluadation of the theoretical 
implications ot Braudel’s approach has been 
followed here, 'The Micro Social Order'm 
Nigel (i I leldmg (ed). Actions and Struc¬ 
ture Research Methods and Social Theory 
(London, 1988), pp23 53, Likewise Giddens 
below 

39 Anthony Giddens, op at, p 374,362 Piene 
Bourdieu goes further down the line m re- 
jeaing the distinction between actoi and 
structure in Knorr-Caina (ed), cp at, 
pp 304 17 His observations on the 
‘Ontological Compliaty* between a con¬ 
sciousness and a milieu is of great value m 
understanding the role of the individual 
actor in a power apparatus (e g. Fielding m 
Passage to India or Orwell. ‘Shooting an 
Elephant' Collected Essays, London, 1968, 
vol 1, p 235 
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BALANCE SHEET OF INDIAN BRANCHES AS AT 31ST MARCH 1991 



1 

41 4 1990 

(APIIAI 6 


loul 

31 4 1990 

pROPi'Rrv * Assrrs 



R4. P 


lU 



8 8^5 178 


42 (m 814 


0 

,192 746 264 
40 279 912 


8 404 496 
499 194 449 


840 *^14 090 


446442 114 
0 


446 442 114 


228 481 498 


KA110 482 
49,684 848 
147.794 140 


64 . 470.967 

1^.746,448 

802.127.414 


138 . 1 U 0 QI 


t. CapiUd 

Fair Vilw uf NccurUk% 
(kpudOirtl wUh Rewrru Bank 
«if ImUa under >ii(Kin tf( 2 ) of 
ilK Banking Regulation 
A&t 1949 

2 UrBcnrr Fund and Otiirr 
Rcacrpcti 

a Ikad OIfkr 8 «:«cm 
(Armmmu ftmttud m DM 
fnicn H O - See NiMr 2 ) 
b Retalntd Rnrr^c 
under actiMin ll( 2 RbKii) 
of ibt Banking Rci^tatum 
Aei 1949 


Dcpoalta tod Otber 

AcLOuntai 

Fixed Dcptttitv 

(i) Fnim Bank*i 
(II) FrumOihifx 
Vnlng^ Bank Depinii^ 
(umm Aicounh ami 
C(miingriu> Aicouni^ iii 
0 ) Fnim Hank« 

(ii) Ffim Other* 



149 969’^ 
44 244 00’’ 


90 474 64741 


22 20^ 449 IN) 


I12 68i4r6 4l 


0 IK) 

2 641 IHO 409 14 
40**ll 


26 89’247 4-' 
679 (i9“ 20- 47 


4 4liH atki ii2H -4 


4 Borrowing from Other 
Banking Companlra, 

Agcttta. cici 
( 1 ) In India 

(H) Ouiiide India 

PanUulan 

Secured 1991 Ml 

iKitufed 1990 Ml 

timccund 1991 424 2(N) iNMi mi 
limceuird 1990 44<»442 IOm) 

4 BlIbBayaMci 

6. BUb Cur CoUcrtlon being 
BUb Beccivabic 
Mger contrai 

(I) BanMc In Indb 

( 8 ) F ii yaMi outakb Indb 


7. Ote UaMUiieai 

ii) Head Office ft BnuKht^ 
Owakfe India* Net 
( 8 ) Othen 


4 624 all) 
I) 


424 2IK) INN) (N) 
OIN) 


421 200 0(H) IN) 


242 796 4W)42 


204 »70 444 24 
49 127H24 44 


IP 148 44’>’ 44 
162 181) |4h 74 


24 4 498 468 78 


I 440 648 084 
0 


406 810 184 
84 918 904 


I 944 487 1-4 


8, ftrfrpianrce ft 


Other OMl^llona 
per contra 


earned Forward 



279 428 6»8i 29 ^^ 684 *^** 

147 794 440 


I 9i 4 618 442 46 


6 474 411494 2^ I 4 497474 400 


1 Caah 

In Iwuid and with Reame 
Bank and with Stan Bank of 
India (including Furrlgn 
< urreney Notex) 

2 Balaneea with Other Banka 
(A) On (urrem Ateoum 

(i) In India 
(II) OutAklc India 
(H) On Oepmii Aliouih 

(i) In KmIm 

(ii) OuUKk India 

3 Money at Call and 
4hort Notice 

4 lavcaUnetita 

At Uiwer of Coat 
Md Market Value 

(i) Seeuritm of tin (xntral 
and State (lovernments 
and tHlKr'Bu%tei 
Sciumwa ineluding 
Ireasuf) Btlle of the 

( rntnl and Stale 
(fiivemmcntc 

(ii) Shane-Full> |>atd 
equity vhares 

(III) Dehemuna oi Bondc 
(n) OtiKi lnmimemi~()ni(A 
ol I nil OuAi of India 
(t) (lold 


5 Advaocca 

(Other than Bad and Doubtful 
dcN^ for which fHovifton hac 
hem made to the aMihfaitkin 
of ihf Aiuiiton) 

(I) loam C^h i redli> 
Overdnlte cti 
(I) In India 
III) OuiBKle India 
(Ii) Bilk Dneuunled and 
Purehand (I xc iuding 
Ireaxur) BiUs of the 
(cnirai and sine 
(ftnernmema) 

(I) Payable m India 

(II) Piyahlc iMiisidr India 
(Panteuiaix o( advancra tppeat 
in an af^tendc^J atatcmcM) 

6 BlUa BccelvaMra belngBitb 
for Cc^kctlon aa Per 
Contra 

(I) Payabir in India 
(ii) Payable ouiaidr India 

7 Canatllucnu* LlaMUtIcB for 
Acceptancea. Endoracnmiu 
and Other Obttgadona per 
eontra 


Carried Forward 


704 740 494 49 


84 228 984 01 
4 944 721 24 


88 164 7(M 24 


919 407 ’»9l 60 


4 408 0(X) 00 
0 00 


147 144 40’’’’2 
0 00 


I 080 169 299 421 


1700 490 49721 
000 


63 474 462 74 
268 416 1-7 70 


2.042 480 147 66 


204 270 444 24 
49127825 54 



243.398 468 7» 


191^618442 46 


6064,971444 94 
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Deutsche Bank AG IfJ 

(INCORPORATED IN THE FEDERAL.REPUBLIC OF GERMANY WITH LIMITED UABIUTY) 


IZI 


BALANCE SHEET OF INDIAN BRANCHES AS AT 31ST MARCH 1991 


4MOM462 


5) 4*^9 069 


42 tf6s576 



0 

{696 710 2% 


I 2M 697 750 
1721 500 000 


CAnTAl A IIABIIIlIfcS 


Rirwanl 

Bfoflt and loM Account 
Bilsncc bnn^hi 
forward 26 7H4 254 5'’ 
Add Profit lor 
the period JK 
per Profii 
ami Lom 

Account 66 TTiO WK* 05 

ICM Ihuufcrred 
to Head 
Dfllce 
Airouru 
Ihui^fereU to 
Retained Pro At < 

Reserve under 

ll(2)(h)(ii) 
of the Banking 
RcruUnmi 

All 1949 H 4Si 161 00 


10 Coatfaigcat UabtUtici! 

(0 Claims agilmi ihi Bank 
mil acknowlidgid detHs 
(il) Chitsundmg Forwani 
Facharor 1 irntraiis 
(lU) Outstanding <»uanimeo 
llpven on behalf of 
CustumcfB findudlng 
Cruaiameet fitvcn 
on behalf of offteers 
fts HI 206 nmious 
Yfcif Rs 1661 206) 

Ov) MIb of fcxihangt 
RediKOuntrd 


91 5 (4 (KM> 62 


51 51990 

Rs 

1 

PROPFRIY « ASHTS 

i 

Rs P 

4 5974'?5 400 

i 

Brought Forward 


15 450 9(19 
_6 05*^ 0(H) 

B Premlaes Ufa i 

Depredatiooi 
(mt as at Isi Apnt 1990 

Add AdditHMu during the year 

21 175 50H 74 
560 00 

21 5(r969 
555 560 

less Dcduitmns 

29 052 968 74 
000 

21 ri *09 

LI***!.*!1? 

j 

Less Depreclaiiun V^ritten ! 

Off to date 

29 052 96H 75 

2 474 659 TO 

19 ^5 259 

i 

■■■■■ 


Rf P 


6 065 571545 95 



5140N645 05 


r tol6 B*^ 


54 229 "*■^9 

_ 0 

54 229 ■'TV 

12 225 121 


22 004 658 


9 Furniture and PIsture* 
Equipment Vehicles etc. 
Lem Depredutlon 
< mi as ai Isi April 1990 
Add Additions during thr 
\<ar 


Uss l>rduCTtom during 
the vear 

ten U^Mtiiaiion Wmren 
Oti w dait 



26 57B51904 


41 50*'556 7« 


476 R6B 55 


15 850 688 45 


24 550 460 50 


)tM> 

1’*5H*5» 5»5 '•0 


2 049 522 612 85 
2 2*^429 116 00 


10 Other Asseu 

(t) Imerot aiinied but not 
due on (itivettimem 
I5 95''446 ScruntKs <nei) 

ill) Sumps and Sumprd 
52 555 diKumenh 

51 242 265 •'(id) Intend Acerm-d 

25 05S 216 (IV) PnpJKl f xpenscs 
(>) Sundrt Advames 
265 851 958 EHpmils 

(vl> Deposits imdcr iht 
Companies Deposits 

I *'55 000 iSufchaige on 11) SitHmr 


22 952 761 50 

16 641 48 
28 959 488 50 
50 221 526 02 

520 261 695 tT 


I •'55 O ilO 
555 872 120 


11 N<w Banking Asa^s 
Acquired la 5ailtfecclon 
0 of Clalaasx 
0 12 Profit and liMs Account 


4.972JI7 717 





6&H«Za2W26| 4 972III''7I7 


M^4I*9U«7 


66279101)116 


ftr out mcfaeil it|»n 

Mr A. V nacUSON * (O 

OMfund AcGonmii 


1 

r N nwti 

II FRFSF 

BKUWNAN 

MRMt 

■mi*V. XXk Mar mi 

Chief Factunve OfThtt (India) 

ComroUer 
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Deutsche Bank AG ULI 

{INCORPORATED IN THE FEDERAL REPUBLIC OF GERMANY WITH UMITED LIABILITY) 


m 


PROFIT AND LOSS ACCOUNT OF INDIAN 
BRANCHES FOR THE YEAR ENDED 31ST MARCH. 1991 


YtulntM 
iMftfch 1490 
lU 


177042114 I 
W W 65A 2 

4 

UOOO 

H12K22» « 

U 4 
4 9011174 6 

79 0(» 

H 

6 7l7 4<r> 
4177064 9 


40 044 94H 
44479 069 12 


Oer NiNCh Aonrunj 


l\PI-NDI'i(RI ' 


(mcrt-ii pikl IN) OcfHMJis hunowif^tH iit. 
SAUrks AikiwauHrs prinktciH tund lU 
Dtnitim ami Lotil i oimnitui Mrmtkri 
ami aiiowamcft 

Rem lakes insuramt t^ihung ni. 

Lasi chaiites 

POsiaRcs ickgnm ami siam|>s 
AuUiiors fer^ 

l)t(m,tiait»n on ami rtpainr co thi banking 

(umpan) ^ pn^riv 

staikHur) prinlinK aclsmtsrmrni «.u 

lim timn vak »l nr ikabng «iih non hanking 

asHis 

Other raptmlltun biKiuUing phipnrtion 
111 lUail Ottki eRptnitsi 
Balanct ot twiiii 


1 Id 

Ks ) 

Sear Indcd 
iKi Mirch hWi) 

Rs 

2S4 014 740 H4 

24 H4>24H4» 

240 468 

4442’ 474 

21 (NH>(H) 

0 

24 > K t ? *»/ 


I40<M)0 00 

1 It 4 448 r 

H. 4(MI HI 

19 >40 944 

HHl»4 S4 


4 ' ^ 'ftl 8^ 

0 

0 IMI 

0 

42 448 IM 12 

79 4M 

<«<> ‘)<i0 KiKt 04 

0 

440 IMc 08’ >1 

MIS 921 ( to 


INC OMI 

flAs pnnisum made d iring the irai liir 
BmI and fkiubiful IHbis and mhtr usual nr 
mecssarv pnniskins) 


444iM'’4 2 < onimissKin^ixihangt ind hnO^in^ti 

0 4 IUlil» 

4 Nil pmlit ml sail nf iniisimLnts gnUl and 
sihit land pitniKts and iNhir assets (nm 
indiud m nstrits or am pariitular 
19 >40 944 lumi or aciouni) 

4 Nil pmtit on ni iluation ol itni s^mints 
gold and siUir lind prtniisis and Mhii* 
assets (lint inditid in nscrsis oi im 
0 pariitular lunil or aiIniiniI 

0 <> tnioim Imni imn hanking asstis 

79 414 7 Othir rttii|ks 

0 K liiss 



480894 

047 40 

49 404 

4iM in 


0 u» 


0 (Mi 


0 00 


0 00 

’84 

(itll Ml 


0 tMi 

440 

082 21 


Kimumnuinn paid to iIh C hiif I Attuini Olhiir (Indiil 


Hir (hi yrai hir the icii 
ended ended 

4tsl Maah 1991 4ls( Mtith 1*190 


i*stiinaitd mnnciaiy valui ol benefus or peniuisiirs <» 

Imludcs Rs 14 414 89 tor whkh the RBI af>pnnai is being sought 


994 9»W00 
<m <»KH 14* 


9N4 280 (Ml 
214 V40(NI 


NOTES FORMING EMIT OF THE ACCOUNTS FOR IHE YEAR ENDED 31&T MARCH. 1991 


mfH, IML ACCOUNriNC^ BOLK (ES 
Gentni 

Theie accoumt have been prepared atiordlng lo the hhiontal tost (onvtniion and tn 
acconlancc wlHi aiaiutwry lequlremems pmertbrU under iht BaidOng RcguUitun Ati 
1949 and practim prevaUing In the toumry 
Cunency Urmalatkm 

I>Anco and HibBkin In fo«el||ni..uriciiirla arc translated ai (hr rales noilhcd by FI-IMI 
li m 5I« MifCb 1991 and Comlni^ liabilities in icspest ol outstanding forward 
CK liai y conmets are included at the cumraaed rates 
li)OiaMMMllnB forward mhaiiBe coniiactt are revalued tt the rates nnclAed by fFDAl 
aa at 4lat March 1991 and iwulilng kmes on icvaluatHm an charged to imnim 
bwaaimcnis 

Iw m ns em arc valued at coat or marliei value whkhever is lower 

I) H w WB lf ter doubcAii advances Thr ManaRcfneni reviews the advam.es/kian port 
teUo cneh ^ In addUloo to prriodk icvicwt and baaed on their judgemem icu 
aside apcdnepiovWon for doubtful advances the pnnrWon for doubtful advames 
Mnade io the MU dlwton of dir audHoCT after cowMerimpieseni value of lealnabic 
•ccuriiy Mkl by the Bank in respect of such advances and other related factors 
M) iVltiifm m diaril nrl nf hhli nf mrhangr rediscuunicd «id specific provision in 
lOpcciofdiMbiteltkbu Thr lenesil lom teas provision has been included under 
Xmnm Accnimti mwl Continpenqr Accoums etc 
hCddMB. tanfmeand ninvea etc 

PimdM, te fpl wg Md llitiaci In ctedteg vchicica and equipment have been valued at 
CM tea dapsMlBUon Depredacton has provided on atnighi line method at the 
MB ifiecMed by Head iMVlcc 

tee our r eport aiiarhed to the Baiance sheet 
ter A F FBBGUbON ft CO 


liKOcor Recognition 

I) Imerrsi Incorar la recugnised on accrual basis and in the case ol mm perfurnring 
advaiH rs the same b recogniw d on recover) and seittemmi 
It) < ommission and Ires are treated cm accrual eacept from ended commbskm on 

letters of C mill which b fully accounted as hKome on receipt 
*Maff Benefits 

I kteiiities in resprA of letiral bmcfits to empluyecs air provided for h) paymenia to 
duly rrcoiinbed Gratuity Fund f^nsion Fund and Provktem Fund TheamcMiittsufpiy 
roent to the funds e3k.qN for Pruvldeni Fund ve determined cm (he basis of aauariat 
valuainm 
Net Profit 

The net profit dist kned In the profit ai«d kiss me mint is after 
(i) Piovlaton few taxes em imome in a<^cofdance with saiutory mfulitmcfus 
(il) ProvIsKm few cluubthii advatKec 

(ih)Ad|ustinctM> so as to value invesimerus at lower of cost and market vahic^ 
(Iv)Oihrf usual and nccessaiy pruvbMMis 

HFAI> OFPICI: RFSFRVI ACCOUNT 
Head office Reserve Aexoutt comprises oS 
I) < apital amount of Rs 2 000 000 00 brought in from Head Oflke in compllanet ci^i 
Section ld2Mai of the Bankliqilcgulaiion Act 1949 and 
ti) The hinds Kinitied by Head O^e In DM ccpiivaleiM of Rs 86 422 41 togrtha 

with 4 ponten of a ppr o ved remtitable stilus for fhe year 1987 amoumlng lo 
Rs 2 144 449 uO retained by the Bank aomcetthccoMirfacquiaHtenofieaidcwlial 
and hank ptrmnes B Boabay and R> meet the ctepoauiftitvafice fern of bank ptriMci 
ji Delhi as per the Reaerve Bank of Indtas guklelincs 
Ihi pnvmus sears figures have hern legroiipcd/ftarTanged wherever necessary 


H FRFSF 

< hirf Fkccutlvc Officer flndia) 


B KRISHNAN 
ComiDllcr 


1991 
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(INCORPORATED IN THE FEDERAL HEPUBUC OF GERMANY WITH LIMITED LIABILITY) 

' Schedule of particulars of advances annexed 
to and forming part of the Balance Sheet as at 
31st March, 1991 



(1) Ocbi% ctMMkkml {tood in irspcit of whkh 
tht Banklrifi ( unipan^ ts full) vecunNi 
UO DdMH tunsHkfid ikkhI f<i»r Hrhkh the Banking 
< umpan) huHh im» ixhrr iriurit) iMhir than 
tht ckhiofs ptiMHiai Hturii) 

(ill) DrlM^ iiHt^Hkntl g(MKl Mcuitdtn ihi 

penonai llahllliics of om or monr panlr> tn 
aclditHMi to iht pifvmil *ie(unit of ihr 
(khcof> 

(i>) l>rho» ionslUinO Uotihtfui m had nut 
pnntdid (or 


Zl 


<4)0 W* MiH s > 




(%} l>tbt> dm In iin Dm i irs or OIIuiin < f fh( 
Banking ( »m|>an} >r im ol them iitiui 
Murilh I f lotmlv nith am othtr ptrstms 

i«i) Iktis dm In ( ompanH'i tr hrms tii nhith 
1)11 DiHitiri It ih< Baniimgr iinpam an 
iiiLftMt I a> diKtuipk paitner or nunagiitg 
igtni (r in tlx lax of pn\ m c mpanlti 
a nil nilH rs 

(III) Maximum uiiil .unouni ot adxincts 

imluding itmpi rir\ 'iitxan niadt ai am 
tinu du ing fhi it ir to i>imtor> or 
Mmlgtrs or OifKtrx ot iht Hanking 
( mipam »r am *1 (him tiihtr xr\«ralh or 
l*indt aiih ill tihtr fx'som 

(V It Manimiiiii lolai im um il adx nuludiiig 
itinp rin adtimcH gnimtd during iht tear 
I iln mpanitx ir tinn> in mHkI ihc 
dint III M Iht Banking ( mpam an 
mrtNitd a> dirutors partnL'^ t 
nia iging igtni < iti llu last o( 

Irn 111 ttimpiiiHv I't nicmhtrs 
(i\ IHH (rom Hanking ( iinpanit 


iV4) \»7 1T4 


4H0H7r( 


* (likludrAMx 22) 054 79(^txioux tear Ks 227 109 72)’’U) <n rtspttr oi ulmh i irgis 

art* hi be tnaitd) 


Auditors’ Report on the Accounts of the Indian Branches of Deutsche Bank, A.G., 
Under Section 30 of the Banking Regulation Act, 1949 


SklM«(iiidMSKi«cMB*bn«Stmu(llKliiiU»bniicliaorUnHM.lKllink AO 
(tacaipansd In li|c Fedtnl (cpubllc of Oermui) wMi Ihnlml » m AW 

•Mcli Itn and ikr rmlh rad Uw Mcoom nf Ihr UnUra hniHhrt nf ibr Bank ftii the 
■fm okM 5M M^rh N9I mncitd themo 

Um Bntann Umci Mid mill rad Una Anowii have bcni dmn uii in aiconjantr with 
lS> pdBaUona of femaa 29 of ihc Bankhi| Rqiulaiian Ail 1949 wad a>ith pnniakiiK iil 
acolM 211 of Ihc Convanlci An 1996 


E haac ohohicd all ihc Inlonnailon and cxplanaiiiMU nhlch ni ihr hc« ul out 
ondedfE and hcNcf awic nctraaary tor ihc fiurpinn of ihc audii and have tound 
EM an he aaililBaao 

E liaiiani iliMii which have rooK lo our nMke have hern In <wr iptnam wlihm 
E f owa ia of the Indm bnnehn of ihe Bank 


MMi ktoy. 1991 


(4) in iiitr upmton penper booki ■>( mount a R<|uifed h, Ira hiii been kepi In^he 
Indian hniKlm of ihc Bank w far j> appcin fium our tiuniinaiiiin of Hick hmiki 
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Reflections on Field Work 

Vinay Kumar Srivastava 

Once it is agreed that a society should be studied as a whole for contextuaMng a specific problem, field work 
for the ethnographer becomes an experience of undergoing nativisation in a different culture with a different 
tet of people. In such situations an episodic narration of ^counters with respondents and the actions thny carry 
out ’naturally’ is a matter of anthropological reflexivity which an ethnographer should undertake in order to identify I 
the impediments in the process of doing field work, to describe the strategies adopted for establishing relations 
with the people and, above all, to outline the process in which the self is comprehended in the background of 
the other. This paper is such a narrative reflection onfield work in Baiga Chak in the Satpura region of Mad!^ 
Pradesh 


[This paper is published in two parts. 

CLIFFORD GBLRfZ (19H«: SiJ makes a 
distinction between 'anthropologist as 
pilgrim and as cartographer'. As pilgrim, he 
journeys through, invariably for more than 
a year, the nuances and matrices of a culture, 
usually different from his own. Imbibition 
of the 'other culture' is an experience—a 
conscious experience of being encultuiated 
—and a key to comprehend an emic \ icw of 
the people. As cartographer, the anihio- 
pologist’s task IS to 'collect data’, which, altci 
being sifted and analysed, yield the picture 
of a society the way it is organised and 
endures over time. 

The distinction between these two roles— 
of pilgrim and cartographer—is heuristic, 
because the ethnographer, both in the field 
setting and outside, oscillates between them 
(Geertz, 1988:82J. Experiences of pilgrimage 
in the ‘other culture’ are recapitulated to 
effectively support a case [Carrithers, 1988; 
20 ], and they have implications for the carto¬ 
graphic work, of data-collection, and for an 
adequate explanation of the facts. 

Though data-collection seems to be a 
mechanical work of skill—identifying the 
variables of study, formulating an interview 
guide and observation schedule, preparing 
a questionnaire and administering it, if the 
situation demands, as a schedule, collecting 
case studies, preferably of extended variety, 
each of its steps is conditioned by the 
paradigmatic axis occupied by the ethno¬ 
grapher. Is the culture under study treated 
as a soulless entity? Are the people 'subjects 
of study', very much like the subject matter 
of other positive sciences? Does the 
ethnographer take a humanistic stance in ap¬ 
proaching the people, involving them fully 
in the enterprise of learning? Does, he take 
up the role of an interventionist, educating 
the people, distributing the cfncacious 
modern medicines, helping them in their 
dealings with bureaucracy, or taking up their 
cause with the local government? 

All these questions pertaining to the in- 
telleciual stance the ethnographer takes in 
the Held, and the paradigmatic position he 
adheres to, are of alarming significance in 
intensive field works; they may not be of 
such significance in survey researches. Inten¬ 
sive field work, notwithstanding the specific 
||^lem it aims to investigate, is all- 
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encompassing in the sense that each piece 
of information is gathered by the ethno¬ 
grapher, although it may not deserve a 
respectable place in a problem-oriented 
ethnographic writing. 

Once It IS agreed that a society (or a com¬ 
munity. as the case may be) should be 
studied as a whole—where holistic ethno¬ 
graphy occupies a frontal place—for contex¬ 
tualising tor locating) a specific problem, the 
responsibility of the ethnographer increases. 
Since there is no substitute to observation, 
he is required to stay for a considerable time 
with the people. More than data-collection, 
held work becomes an experience of 
undergoing nativisation in a different 
culture, with a different set of people.' Per¬ 
sonal accounts of such experiences are 
recorded in the ethnographer’s diary, which 
may be called foi substantiating a case or 
observation. At a higher level, the 
ethnographer comprehends his sell by 
wayfaring the ‘other culture—we come to 
understand our cultute (‘us’) much better by- 
detouring that of the others (‘them’).^ 

Eiach field work is an array of encounters 
with respondent!*, and the'actions they carry¬ 
out ‘naturally’.' These encounters are not 
simple inteiview and observation sessions, 
as ihey ate described in standard texts on 
ie.search methodology; often, they place the 
ethnographer in embarrassing and delicate 
situations, often, they impose a structure of 
demands on him, and often the roles are 
reversed. The people may desire the ethno¬ 
grapher to tell them how marriages are ar¬ 
ranged in his society, or how conflicts are 
arbitrated. The ethnographer, in such situa¬ 
tions, is expected to approximate the role of 
‘good’ informant to his ‘people’. 

An episodic narration of these encounters 
is a matter of anthropological reflexivity 
which an ethnographer should undertake to 
identify the impediments in the process of 
doing field work, to describe the strategies 
adopted for establishing relations (often life¬ 
long) with the people, and above all, to 
outline the process in which the self is com¬ 
prehended in the background of the other. 
A Held diary is no substitute to the accounts 
of reflexivity, and so is the meshing up (or, 
messing up) of the diary—a highly privati^ 
account of one’s likes and dislikes not 
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documented with the intention of 
publication'—with the field notes—the 
primary material on the basis of which rela¬ 
tions between social and cultural facts are 
drawn. 

In line with anthropological reflexivity, 
this paper is a reflection of a field work, con¬ 
sisting of a sequence of encounters with the 
key respondents and the 'officials’ of the 
field area. The anthropological implications 
of each encounter have been briefly discuss¬ 
ed No pseudonyms have been ut^ in the 
text. 

II 

In November 1987, I accompanied the 
MSc final anthropology class for a Held 
work, earned out as part of the curriculum, 
to baiga Chak, a reserved forest area of the 
Satpura range, in Mandala district of 
Madhya Piadcsh.' Baiga Chak is famous in 
the history of Indian anthropology. It was 
for the people of this region that Wrrier 
Elwiii (1939: 511-21] proposed his—what 
some would call notorious—thesis of 
physically isolating the tribal communities 
so that their interests could be safeguarded 
against the exploitative and nefarious in¬ 
terests of the landlords, missionaries, and 
other Itinerants. 

The suggestion for selecting this area, and 
its predominant inhabitants called the 
Baigas, came from an official of the Ikibal 
Development and Thuning Institute; Bhopal. 
Notwithstanding the promising growth of 
urban and industrial anthropology and a 
strong movement to study one’s own cultural 
milieu [Jackson (ed), 1987], anthropoldgical 
work seems to be at home in the study of 
‘other cultures’, in the romanticised etotidsm 
of cultural, practices surviving in some 
remote corner of the world [Levi-Strauss, 
1984; 12-13; Stocking, Jr, 1983). The Baigas, 
a primitive tribe of Madhya Pradesh, were 
presented to us as conforming to the an¬ 
thropological ideal; we were told that since 
the Baigas enjoyed the reputation of 
‘medicine-men’, ‘witch doetprs* and healers, 
one would witness ‘inspirational’ and ‘non- 
inspirational’ divination in them, the tot 
disappearing lore; and before their funeral 
odes arc sung, they must be textualised with 
the minutiae of details. 
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utir oenra fo Know lonmiHni nooin me 
pecvle before the 'Ntoyage of Be«|l^. lenuin- 
ed frunrated as nothing substantial existed 
in print on these people, besides the oft- 
quoted Elwin's (1939] book. But in a span 
of 4it years, qualitative changes m\ist have 
occurmt in the life-style of these people, we 
aigued, because of development program¬ 
mes promoted and executed by the agencies 
espe^ly founded to look after the interests 
and welfare of primitive tribes.* Could a 
study of change, by comparing the contem¬ 
porary situation of the teigas with that of 
Elwin's work, with emphasis on products of 
change, if not processes, by resorting to dual 
synchronism, be an underlying theme of the 
study? We agreed on this, thus endeavoured 
to study the Baigas from 1932 to 1939.^ The 
concerned ofTicial, on whoae advice we were 
visiting this anthropological laboratory, had 
promised to make all arrangements for us 
to stay right in the heart of the forest. 

Ill 

The relation between the self and the 
other characterises ail anthropological field 
works and the analyses are presented in the 
least subjective and predominantly objective 
terms. In this 'construction* of an¬ 
thropological knowledge, the sell immerses 
in the other with a raincoat; it may get wet 
at places, but is largely as dry as it was Thus 
the other has been 'fully' seen; the self has 
remained ‘unaffected’, and irom this 
strategy, it is believed that objectivity can 
come in analysis. And this approach—which 
I may call ‘although rm-in-the-world-rni- 
not-its-lover’—IS inculcated in every neophyte 
under the lesson of participant observation- 
if an investigator, newly wedded lo paitici- 
pant observation, complains of the inbuilt 
paradox of the method, he is advised to 
‘minimise subjectivity and maximise objec¬ 
tivity’, as if subjectivity and objectivity were 
Items on the family budget. 

Against the utopianism of participant 
observation, much experienced from the ex¬ 
perience of an inability to keep the self in 
a water-proof dress, in some writings there 
is an explicit confession that the self, rather 
than distancing itself from the other, 
becomes other-icised. The experience of ex¬ 
periencing the other—the process also call¬ 
ed ‘nativisatipn of the anthropologist’— 
proves to the $eif the existence of universal 
predicaments, exigencies, life-passages, and 
emotivities [see, Rabinow, 1977; Danforth, 
1982) Tb be true to scientism, the seif may 
hide the other-ness in it, refusing to acquaint 
its readers of its other-isation. In the edifice 
of ethnography, the big hall, where the seifs 
other is jailed, is kept sealed; if the jinn of 
the other is allow^ to escape, it would 
spread the nmoriety of emotions/sentiments 
in a scientific work, thus mushrooming its 
merit. 

The other-ness of the self principally in¬ 
creases with ‘I was there' facts, and is directly 
proportional to the time spent with the 
people [Geertz, 1988:1-24). But the condi¬ 


tioning rale of extitmous variaMes should 
not be lost sight of. Who introduces the 
ethnographer to the people? Who arranges 
his meetings with the ‘key informants’? Does 
not the ethnographer seek permission from 
the local bodies of power to conduct long¬ 
term enquiry? Does not he have a file of 
letters from his institution/organisation 
certifying his credentials? Does not the 
ethnographer, chiefly looking for the 
fountain-heads of knowledge and local in¬ 
formation, pay more respect to the chief, 
school teacher, policeman, viliage level social 
worker, doctor, etc, not often realising that 
in a community some or most occupants of 
these roles may be outsiders, nurturing dif¬ 
ferent kinds of conceptions and prejudices 
about the people? One may concede thai the 
anthropologist is a powerless ‘humble’ 
learner of society (Evans-Pritchard, 1951], 
but the ‘functionaries’ who introduce him 
to the field, who care for him, who supply 
the ‘background information’, howsoever 
jaundiced it may be. allocate the anthro¬ 
pologist with ‘influence’ (if not ‘power’), 
which makes him ‘superior’ to the people. 
Moreover, the cultural universe he transports 
to the field is equally a source of ‘influence: 
he IS white, reads and writes, wears denim, 
a terricot shirt, coat, hat, sun-glasses, shoes, 
carries a medicine kit, has equipment which 
dissociate voice from the self, or looks from 
the body, and, above all, is healthy. 

Thus, in every field work, there is an 
asymmetrical relationship between the 
ethnographer and the people. And a likeli¬ 
hood exists that these ‘specialities’ of the 
anthropologist in terms of his connections 
may be urged upon by the people, who may 
desire him to take up their individual or 
collective cause, mediating with the police, 
or revenue official, or requesting the doctor 
to give them ‘good’ or ‘more* medicines, or 
injecting them intravenously rather than 
prescribing oral medicines, or helping the 
locals to seek jobs. The anthropologist bears 
the ‘hardships’ of asymmetry, despite being 
placed on a ‘superior’ pedestal A defiance 
of these relations mars the smoothness of 
data-collection. Aggressively the contro- 
veisial diary may be churned out. or the 
incidents of ‘using people and ‘being used’ 
may be kept .well-cloistered in memory. The 
self and the other cannot remain divorced 
(‘raincoat approach’) and at the same time, 
the self does not merge with the other mainly 
because of the fact that it is discovered in 
the company of the other ('communion ap¬ 
proach’). But there persists an incessant 
struggle between the self and the other, 
where the former is defined and redefined 
as the latter unfolds iu compleuties. All this 
is rooted in a stratified situation, where 
‘structural visibility’ of the anthropologist's 
stratum is highly vulnerable to the local 
demand situations. 

IV 

The field party—half fear-stricken, half 
dreamy-was received at Jabalpur railway 


station (before noM) aner a journey ol 
sixteen hours, by the boisterous am 
energetic go-between, the official from tin 
tribal institute, and his entourage. We wen 
told of our appointment with the commis 
sioner, Jabalpur division, who happened U 
be an anthropologist, having earned i 
doctoral degree by writing a text on AbuJI 
Marias, another primitive tribe of Madh^ 
Pradesh (Bastar district) and anothe 
hunting ground of Verrier Eiwin. Ttv 
students in the fteid-party.were ^ven respiti 
for an hour to freshen themselves, while tin 
field supervisors were taken to meet thi 
commissioner. 

The commissioner, being an anthro 
pologist, had a dutiful fascination witi 
ethnographic specimens. As his earlier train 
ing was in geology, he loved fossils. Thi 
colonial architecture of his bungalow wa 
here and there decorated vyith materia 
cultural equipment and fossils. Druly com 
milted to anthropology, he said that then 
existed more than four hundred scbedulei 
tribes in India, each falling in,one or th 
other development scheme, l^t it wa 
ironical that a significant number of then 
had never been studied, and those studied- 
mostly from an ethnological perspeciive- 
in the colonial times by the British ant 
Indian anthropologists were not touchet 
upon after the independence. He was ri^t 
for the Baigas our text was of 1939. Ethno 
graphic traditions waned especially with th 
emergence of problem-oriented studie 
(touching smaller spheres of socio-culturs 
life), and so did the tradition of traversini 
far-off areas, often involving a difficul 
journey, in search of the people. 

The commissioner talked aboitf his ex 
periences with the Baigas: he remembeiet 
a traditional healter (gunw)—named Ohomi 
—in Dadar Tola of Charha village.* Liki 
any anthropologist, he was picking odd 
ments of the Baiga culture and society. “Thi 
Baiga males never chop off or cut thdr hair 
they keep tangled hair, forming some kim 
of a bun, on their occiput. If they ever cu< 
their hair in traditional times, their marita 
chances were heavily jeopardised. Even now 
such a prohibition against cutting of hail 
continues.” It was the scantily-clad Baiga, wi 
had seen in Elwin’s book, barely coverini 
his genitals with a mud-impregnated dhoti 
and adorning his scalp with a jet-black bun 
that we had come to see. “Are they similai 
to what Elwin's monograph shows?" cami 
an inquisitive question. “Vfes! Someeducaiec 
ones, whose number is very small, haw 
changed; others are the samel’ Surely, socio 
cultural life of the people tends to changi 
at a lesser pace than their materia 
apparatuses. 

The students, waiting for their iiutiatioi 
ceremony to the ritual of Held work, arrivei 
to meet the commissioner and listen to i 
preliminary introduction to the Baigas am 
the agency established for their uplifiment 
The commissioner was a little disappointet 
to know that out of seventeen students onlj 
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being ‘hard corv scientHK' for whom deiaih 
of soao^ulturdl life had a peripheral mean 
ittg The commissionei introduced the 
Batgat, almost in the same wd> be had 
rehearsed with us But in this discourse, he 
added that every tribal community in India 
be'ieved in what he called ‘deluge theory’, 
aaordlng to which the entire world was 
desinoyed. then with ‘supernatural interven 
tion' It was re created, and every tribe believ 
id (and believes) that they were the first ones 
to have been created on the face of this world 
after the great catastrophe I his, perhaps, 
lustified their claim to the physical area and 
resource's (land, forest, water, etc), and 
tquaily supported the anthropological label 
'abonginal* for them The commissioner’s 
teneralisation of 'deluge theory’ was yet to 
lie tested Perhaps he was retying on indue 
live logic—the Baiga theory of their 
imergence applied to every tribe 

V 

Well before dusk, the held party left lor 
Dindori, one hundred and sixty kilometres 
from Jabalpur town The ‘officialsr^ur 'go 
between’ from the Iribal Institute, the assis 
tani project officer of the Baiga Develop 
ment Agcnc 7 , the research officer who had 
I cyclostyled manusriipt on the Baigas in 
Hindi to his credit, an artist and a photo 
graphrr- accompanied us, lot they were to 
introduce us to the local community 1 he 
lesearch officer had travelled the area several 
times, knew the local people and the key in 
formants With the jeeps and the bus plying 
an winding, steepish and sloppy roads the 
weariness of field expedition was visible on 
»ur dusty faces In the jeep carrying the 
tcrucial’ and ‘important’ people, the discus 
uon was on “Why Indian anthropologuts 
do not carry out field works in these viigin 
cones, which offer immense poientialitv of 
ihecking and cross checking their grand 
theories’' 

After a couple ol hours of journey, I 
started having nausea and headache, thus 
temporarily wiihdrawing Irom ihc discus 
non, and was cageilv waiting to leach 
Oindon As soon as we reached our destina 
tion, I jumped out of the jeep to look foi 
I chemist’s shop where I could buy a 
Metoclopramide tablet for aricstina the 
symptoms, as out medicine kit was k<cki d 
up in one of the equipment boxes At thi 
shop, like the general informality ot Indian 
society, a man talking to the chemist asked 
me about the purpose of my visit Since in 
formational channels are closely knitted in 
small towns, it is difficult to either evade a 
question, oi tell a lie When the purpose of 
visit was disclosed in exceedingly simple ex 
picssions, making use of local calegones and 
phrases, this man gave what he thought to 
be genuine and practical advice “Why go 
to Charha^ It is very cold there Nothing is 
available Yau should speak to the Pal wan 
He will send a message to the Baiga villages 
Fiveaix of them will come here, and you ask 


at every piece of advicei 1 was preparing to 
leave the shop as soon as be stopped talk 
ing it was dinicult tor me to intr^uce him 
to our aim of ‘studying* people in their 
‘natural’ setting Although it was night, quite 
a few had come to know about our arrival 
Our roles were variously interpreted we were 
likened to the niedual research people from 
Ihc ICMR (Indian Council of Medical 
Research) who periodically visited Baiga 
Chak to conduct health surveys 
AnthtO))ological field work is always a 
matter of ‘pub’ meetings every field worker, 
altei accomplishing the Crusade’, ceaselessly 
repeats what it meant to be with the people 
And 'oddments' of culture are picked—like, 
my proph are polyandrous, or, drink soup 
of toad’s limbs, or the women in niy com 
munily ait unusually lax about sex norms, 
or, the human skulls hunted by the people 
at one time arc now kept in the total 
museum, ot the women sing wedding songs 
in closed rooms and these songs have intense 
sexual rcfcKncc I here may often be. in these 
conversations, scientifically inexplicable 
Stone'S ol black magic, primitive nosology, 
and cases of possession— to be narrated, 
with Ol without analysis Hardships aie 
romanticised, if an ethnographer does not 
lail ill in his field work expedition, the 
audience may doubt its veracity “How could 
It be possible that il the people were infatcd 
with guinea worms, you did not contact 
them’’” Since the ncophyies had to be in 
truduced to (ht essence of anthropological 
discouisc, and also to help the’n gather the 
other ness that miehl form then cuntnbii 
tiun to the ‘pub talks, it was imperative for 
Ihc icachcis noi lo vield to their request of 
studying the town ol Dtndon We were look 
ing tor till other and its other ness 
something which came in El win’s eclebra 
tion of 1919 


\I 

After a suitable rest at Dindori, the field 
parts Icti tor ( harha, the first electrified 
village with some urban like facilities, the 
beginning of the Baiga abode f ighly 
kilomciies from Dindori was the township 
ol Hciag administratively failing in Dindori 
tehsil I he ol ficials in the block development 
ollice ot Haiae were wailing lo receive uv, 
as a message about our trip had reached 
them It was on the lawns outside this office 
that wc had out tirsi sight of Baiga men, 
who squatted in a circle and were talking 
soltlv Alter the entire party had settled 
down in the otiicc I came out on Ihc lawns 
to talk to the Baigas One of the people 
woiking in this office, thinking that I—the 
‘sahib’ might be looking for something, 
came with me “Sir, they are all Baigas And 
those sitting there!’ he pointed towards 
another group of men sitting in the other 
corner “aretheOunds In some viUages, the 
Baigas and Ihc Oonds live together’’, he said 
as we walked towards the Baiga group, “but 
the Baigas have their own hamlet, generally 


with their Gbnill noghliours The Gonds uv 
kuan (peasant), they are rich, they have pro¬ 
gressed, but the Baigas are where they were 
earlier'* 

We (cached the place where the Baigas 
squatt^ 1 hey alt siooti up, greeting us with 
the Sanskntic salutation, which cuts across 
diverse soao-cu'* nal situations, ‘Ram Ram’ 

I needed them more than the olficia! lading 
my hands, I responded to their salutation 
I he official- displaying the ‘power’ he had 
by workiitg at the seat ot power of that 
township which had under us control mai^ 
Baiga and Ciond villages—did not care to 
repeat the godly name It was condescending 
for him to fold his palms before his ‘subor¬ 
dinates’ A display ol power is that when 
people salute you, you remain indifferent to 
both their salutation and their presence, at 
best, if you have a ‘soft heart’, or you know 
the people well, or ihcv serve your needs or 
get you votes, you may recognise their 
presence Your palms are eternally folded, 
or arc clasped with arms stretched out and 
set below youi navel, before y&ur seniors, 
because they decide your /ocus standi in 
bureaucratic hierarchy, or your transfer to 
’wretched places’ away Irom your family 
this ’olficial’, like most others in tribal 
/ones, considered the people jung/y holding 
the thick and involuted bun of one of the 
Baigas, he told me, “This is their charac 
leristic mark" Out of Ihc great humanism 
all arithropologisis acquire by internalising 
the thesis ot cultural relativism 1 reprimand¬ 
ed him for doing that and requested him to 
leave us He had no option but to apologise 
loi his action, leaving the scene a dis 
appointed man 

A sign of relief did come after the'depar 
lure of the interfering radical, but I im 
mediately realised that 1 was not being look 
cd at as a 'common ordinary man’ I was 
block development olficer (BDO)’s ‘man’, 
perhaps Superior’ to him in certain respeas 
because I enjoy the patronage of officials 
who determine his positional fote. The BDO 
shakes hands with me, he offers me a scat 
in his office, and when 1 have taken my seat 
he makes himself comfortable, his ‘power 
fur asstsianis serve me with tea and biscuits 
And, moreover, i am different from the 
people in terms of ethnic group and dress 
I speak the language of domination- 
bureaucratic and official language—and I 
hail from the centre of domination, which 
decides the lot of the peripheries 

“Why have you come here, sahib^“ I 
found It extremdy hard to answer this ques¬ 
tion, except for saying, with as much humili¬ 
ty as possible, “I have come to live with you, 
to know how you live, how you have a 
family, how you worship your gods, how you 
settle disputes, etc!* The Baigas were quiz- 
eicaily looking at me The smeety of anthro¬ 
pological work, presented in simple terms, 
aroused no conviction in them 

“From which village do you come*” My 
question was too general. They all came 
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ftom diffn«nt viitagct of Baico'Ctii^ iuid 
Bilispur. In Bajag, Thursday was the market 
day Being the only nearby towndnp to Baiga 
Chak, the market was a big one with a laige 
number of merchants coming from different 
areas, and it attracted a large Colourful* 
crowd of buyers and visitors * On Friday, 
the crowd of the ‘sellers’, ‘buyers’, and 
‘visitors* assembled at Charha, 18 km from 
Bajag, the heartland of Baiga Chak Satur¬ 
day was the market day at Ohurkuta, ten 
kilometres from Charh^ and on Siunday, it 
was at Pandaripam that they met it is not 
that the crowd of ‘buyers', ‘sellers’ and 
‘visitors* remained the same on all the 
market days, as spatial distance conditioned 
the movement of the people One would Tmd 
fewer people from Ohurkuta, for example, 
in the Bajag market, but the fact that the 
market provides one of the strongest infoi 
mation channels and a mechanism of 
transmission of messages is undisputed 

The Baigas with whom I was sitting had 
come to the market not especially to buy or 
sell any commodity—at the most they pur 
chased a few bundles of /m/is, some sweets 
{Jakbi), combs {kakai), etc I hey came with 
the sole purpose of vuiimg the market— 
almost a fair- and it they met thcii relatives 
and fnends. they exchanged news peitain 
ing to their and neighbouring villages feel 
mg that 1 might have intruded on the privacy 
of their conversation I got up saluted them 
and left, promising to incei them again in 
Baiga Chak When I returned to the BD()’s 
room, an ‘officiar of our party cut short mv 
enthusiasm, “You seem to be in a hurrs In 
Baiga C hak you’ll see hundreds ol ihcm, to 
the extent that yon would bt fed up of their 
presence’’ I was instantaneously reminded 
of Malinowski s Diary 

VII 

Eighteen kilometres from Bajag was 
Charha. where we were to be stationed Pas 
sing through the sandy levelled, motorable 
road, through the tnick forests of Madhya 
Pradesh, it was a pieasani journey I he ‘gate* 
to the Satpura forest range was aptly 
embellished with a large stone tablet on 
which certain stanzas from Bhawani 
Shankar Misra’s Hindi poem titled Satpura 
Are fungal {‘The I orcsts ol Satpura') were 
enshrined These sian/as stressed the .mpor 
tance of forests in our economic, social, 
cultural, and aesthctie life, and vehemently 
condemned their destruction The csirancity 
which gives birth to poetry is nature, the 
extraneit) with which human beings seek 
relationships of dependence, subordination, 
and supremacy is nature “from here it 
seems that this is a dense forest but when 
you go inside you find that massive defores 
tation has taken place Illegal felling of the 
trees has gone on under the nose of the 
forest officials I aws must be made stricter 
to deal with the situation of deforestation," 
came the much voiced suggestion from one 
of the ‘offiaals* But should not one try to 
combat the rat-race of consumensm which 


is leaguing the Indian society, especially in 
the bukground of an endemk shortage of 
resources^ To blame the tribals for destroy¬ 
ing forests as a result of shifting cultivation 
IS a naive and myopic way of looking at the 
problem of deforestation The consumer 
patterns, generated in urban contexts, 
recklessly demand the resources, concen 
trated in tnbal and rural areas, which denude 
the forests, on the one hand, and pre 
cariously expose its dwellers to several 
strands ol exploitation, oppression, and pro 
letariamsation, on the other 

Vlll 

It was around five in the evening that our 
bus and the jeeps reached C harha Vatious 
‘functionaries’ of the State government in 
this area, were well prepared to receive us 
With concrete structures discietcly spread in 
the landscape the area hardly gave the im 
prcssion of an Indian village generally an 
iiidisciplincd congicgatioii of mud and 
thatch habitations We quickly learnt ihat 
Charha village, and its Dadar iola—where 
the Baigas live—wav up on the hills At the 
foothills was the complex of facilities that 
the government had planned lor the benefit' 
and ‘upliftment’ of the people, and for the 
care and preservation of the forest 

To begin with, thete were primary, middle, 
and secondary schools, with a hostel for the 
boys In front of the big hall of the school 
complex, there was a wide, uneven ground 
with a net fixed on one of its corners for 
volleyball game, and to its right was a big 
jyole with a swing—a characteristic of Baiga 
villages -and this was believed to ward off 
all villainous spirits On the left side of the 
road, there were concrete houses for the 
teachers 1 he school complex was electrified, 
but not the teachers' accommodation As we 
proceeded further there were some houses 
for the deputy ranger ^forests) and the 
guards wotking under him The village had 
a dispensary, and was supposed to have a 
doctor, a pharmacist (locally called ‘com 
pounder’), and a nurse But we learnt that 
the doctoi had resigned, because he was not 
being transferred to a better place, and the 
new incumbent had not come for quite some 
time The pharmacist was on leave, away to 
his native place and the dispensary was being 
looked after by a nurse, who lived in one of 
IIS parts with her less than-a year old son 
Her husband worked in a difrerent town 

Moving furthei, there stood a beautiful 
model of a Baiga hut, with attached toilets 
toitsioom, Alas, the yawning gulf between 
the ‘model’ and the ‘realty’ the Baiga could 
not have al lorded the luxury of such a hut 
Close to It was the road, built by the forest 
department, leading to Dadar Tola And 
then came the forest guest house In front 
of this complex, across the road, lay the 
matdan where the Friday market taw took 
place We could see stilted structures with 
canvas coverings, giving an idea of how the 
shops would be dispersed when the traders 
arrived Near the road was the nullah of 


Burmer liver— hek the peo|rie hathed and 
washed their dothtt. Around • hundred 
yards from the market place, on the right, 
was the villas well, and the people were ad¬ 
vised to draw dnnkmg water from it, rather 
than from the river On the ri^t of the 
market site, there stood an old dilapidated 
temple of Lord Shiva 

The functionaries in these areas, who 
generally belong to petty levels of hierarehy, 
have two dutifcs to perform—firstly, the skill 
for which they have been selected to work 
m bureaucracy, and secondly, but most im¬ 
portantly, to ‘look after’ the visitors, who 
generally are ‘big* officers, professionals, 
and, sometimes, the anthropologists The 
last cannot have access to people m Reserv¬ 
ed and Protected areas unless they are 
tillered through the bureaucratic apparatus; 
the approach—‘I pitched my tent in the cen¬ 
tre of the village’*®—ideally to be adopted 
by the anthropologists, may not be feastbk 
in most field situations It is not always the 
case that the anthropologist comes with the 
‘oHicials’ who settle him locally, but may 
bring with him a string of lettdis, or some 
phone calls may precede his arrival, which 
do the same magic of determining his sta¬ 
tion in the hierarchy, and also ‘whose side 
he will be on’ 

these ‘functionaries' in remote litbal 
regions are generally the outsiders the pnn- 
cipal of the school was from Allahabad, the 
headmaster was from a town m Madhya 
Pradesh, the husband of the young nurse 
worked in a different town, the doctor was 
too attached to his native place to leave it 
tor a tribal posting And they all wanted to 
leave, they wanted posting to their home 
town, or ‘better’ places Ihmsfer to a tnbal 
place, that too far-off, is interpreted dk some 
sort of a ‘punishment’, to some it is a kind 
of demotion How can they get a transfer 
to ‘better’ places^ By boot-iteking all kinds 
of officers, not necessarily of their own 
department, and the anthropologists are 
constrained to fall into the latter category 

In a country, where pnmordialities of 
caste, religion, region, language; kinship, and 
friendship affect the system of formal 
organisation, the most effective way to get 
things done through bureaucracy is to invoke 
one or the other pnmordial loyalty Along 
with this. It IS also believed that the officers 
are ‘pleased’ not by youi work, but by the 
quantum ol devotion rendered to them 
linguistically (by calling them *$ 11 * or 
’Madam’, as the case may be, at the begin¬ 
ning and the end of a sentence), economical¬ 
ly (by looking alter them, serving them non 
vegetarian food—particularly ducken—and 
arranging to give them a gift, often indi¬ 
vidually, when they leave), and socially (by 
giving them a patient listening, standing in 
the most obedient posture, never contradic¬ 
ting them, praising them even when they 
make comnion, and often stupid, conversa¬ 
tions) Therefore, it was not surprising that 
when we had supper with the ‘officiaJs’, the 
pnnapal was trying his best to serve us there 
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» aneither belief in the Indiwi culture, if the 
officers (or the guests) 'over-eat*. th^ may 
turn favourable In spite of the warning 
signals issued Iqp our stomach, the principal 
and other hosts were begging us to ‘devour’ 
more and more One of us said, “Please 
don't insist, we may get an upset stomaih” 
There came a ready-made reply, “Please 
don’t worry, the entire jungle is ‘available’ ’’ 
Alas, the forest was reduced to a defecational 
site A few days later, my other colleague and 
I were approached by the local ‘funs 
ttonaries* to help them in getting a transfer 
from the ‘lonely’ Charha—the Charha 
devoid of ‘facilities’, the ‘poor’ Charha, 
‘undeveloped’, ‘lacking the glamour of a 
town’, and, above all, ’inhabited by the 
primitives’ 

IX 

At night, there came a revelation The 
research olfiter, who had travelled in the 
area earlier and prepared a ‘shred and 
patches’ kind of a monograph on the Baigas 
in Hindi, said thai one of the people who 
worked with Verrier Flwin, when he again 
went to Baiga Chak in 1939 after the 
publication of his The Baiga, lived in 
Dhurkuta village We were advised to engage 
him as guide and interpreter on a regular 
payment basis in case we faltered in under 
standing the Chatiisgarhi dialect Besides 
seeking his help when the need arose, I 
thought It would be profitable to interview 
those locals who had worked with the 
aiithiopologisis, for this might throw light 
on how the data were actually collected how 
the anthropologist behaved in the field how 
was he looked at by the people, what kinds 
of weaknesses he had what was his relation 
hip with local men and women wheie he 
actually lived All these facts have bearing 
on data collection and writing of an ethno 
graphic report Particularly I thought, it 
would be fascinating in tlwin’s case, since 
wc had found a person who was Elwins 
companion in his sojourns " El win’s love 
for the tribals of India was undisputed He 
wrote detailed monographs on various tribal 
societies after having adopted them,'^ he 
also married a local tribal girl, kost of 
Karanjia and after the tragic divorce, he 
married a Pradhan girl, I ila of Patangarh 
iriwin 1964 138] 

The first item for the next day’s agenda 
was to visit Dhurkuta, and engage 
Raghunath Das Panka, Elwin’s informant, 
for oijr field work Lest Raghu left for hts 
field or became involved in some other work. 
It was imperative for us to leave for his 
Milage- about 10 km from Charha—early 
in the morning Kudos to the forest depart 
ment which had constructed a jcepable road, 
but the local characteristics in terms of gra 
dients and climbs could not be altered 
significantly, the maximum speed a jeep 
could pick up was about 10 km an hour 

On the left side of the road, about four 
kilometres from Charha, lay the Baiga 
village Uintar Close to the roadside entry 
point to this village, some forest guards were 
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making payment to the focal men for their 
services to the forest department Installed 
therein was a handpump where some women 
were waiting for their turn to fill their uten¬ 
sils with water The ‘offiaals’ thought to halt 
there for a while “Are they all Baigas^’’ an 
‘official’ asked the forest guards “Yes sir, 
they are all Baigas Notice their tangled hair 
The Gonds don’t keep long hair, tied like 
this’’, the Baigahood was reduced to ’keep 
mg the bun’ The ’official* in a hurry to per 
form the harrowing initiation ceremony to 
field work, asked one of my students to take 
their pictures “Stand up, come together’’, 
the forest guard ordered the Baigas Young 
and old all stood up, there was no respect 
for the age, or the people, the Baigahood 
was caught in colour roll Like museum 
specimens, where dorsal and profile views 
are equally important, the Baiga men who 
had already offered their frontal view were 
ordered to 'turn about’, so that iheir backs 
showing the tangled hair could be captured 
with our cameras tor our museums and 
discourses, and slide shows For the students 
the initiation ritual was horrifying For those 
critical of the guinea pig treatment of peo 
pie for anthropological, scientific and quasi 
scientific works, it was shocking It was a 
display of extraordinary power the officials’ 
had on the people The people remained 
silent suftcrers of humiliation and abject 
disrespect that was meted out to them just 
because they were poor tribals, depending 
on the doles given to them by forest depart 
ment and the government The villages they 
lived in were ‘forest villages’, and not the 
revenue ones, and thus, were at the mercy 
of the forest oifieials ” 

I was silent The only zweckrationalital 
that Miuck me was that in case I protested— 
in favour ol the people—I would be spoiling 
our relations with the ‘officials’, and if they 
turned awry, they might become nasty to the 
extent ot turning the people against us After 
all the people eked out their livelihood by 
remaining dependent on the ‘officials what 
could we anthropologists give them in terms 
of material aspects of life 
Afongwith this, we are taught that an an 
thropologist observes the natural behaviour 
of people, he is not an ‘interventionist His 
role IS to observe and record (as meticulously 
as possible) the human behaviour and 
cultuial apparatuses the people have An im 
plication of this is if the forest officer beats 
the people by tying them to the trunk of a 
tree, you please do not stop him, but record 
why he is being beaten, with what is he being 
beaten, what kinds of abuses are being 
hurled at him, how the victims are weepingly 
apologising, who are the people witnessing 
this coercive display’, etc And if the people 
are suffering from diarrhoea and are 
singularly dependent on shamanistic 
treatments with no effects, this is the right 
time for you to make an extended case study 
of the sick In case you suffer, god forbid, 
from the same ailment, very quietly consume 
a couple of furazdidone and metramdazoie 
tablets, you are perpetually healthy because 


you have doa« a detailed course on *how to 
survi^ m the field', and after the training 
you emerge indulge of your body Why not 
such courses—how to survive in field—be 
given to the people who actuatl^r constitute 
the field so that they know how to survive 
in It** And in case you mtervenei either by 
challenging the authonty of the forest of¬ 
ficer, or by generously disiributhu anti- 
diarrhoeal drugs, you antagonise the seat of 
power, or change the course of ‘natural’ (no- 
cesses and events As an ipterventionist, you 
cease to be an anthro(>ologtst, you become 
‘something’ else—a ‘soaal workw’, a ‘revolu¬ 
tionary’, the ‘leader of the people My 
quietness when the Baigas were being caught 
by the camera aperture was (uinful to me, 
1 was helpless 

But when we came back to the jeep, I con¬ 
veyed my protest-worded mildly—to the 
senior most official He quickly understood 
my point and tendered an apology “This 
will not hapjien in the future” Apology was 
not enough what hapjiened before us was 
simply the blade of a leaf of the thousand- 
year old banyan tree I do not rehiember the 
journey from Ihntar to Dhurkuta, the 
thouj^ts which strike every anthrojxilogist— 
perhaps temporarily—about human in 
equality were enfolding me If, today, we 
write about how people are being treated by 
the ‘officials’, and what they think about 
these seats of power, and if the ‘offiaals’ 
come to read our accounts, they might 
lighten their noose around the people^s 
Throats Are we hot exposing the ‘(xnverless* 
people through anthrojwlogical work^ The 
thought ot meeting Elwin's informant 
returned to me as we reached Dhurkuta 

The message of our proposed visit had 
reached the village much before we arrived 
At Its outskirt was the school, an appropriate 
place both for the ‘offiaals' (to display their 
power) and the anthropologists (to effective¬ 
ly communicate the aim of their visit) 'Nt 
were greeted with a welcome song, one of 
the teacheis—the first Baiga of Baiga Chak 
(Dhurkuta village) to have been educated 
and absorbed in the education dejiaitment— 
guarded us to a small rostrum, having qjtairs 
and benches, perhajis prepared to welcome 
officials’ and visitors The other teacher 
(a woman of Panka—the weaver caste) went 
to a small hut in front of the school to 
prepare tea lor us Budh Singh Maravi— 
the Baiga teacher—start^ telling the ‘of¬ 
ficials’, with boundless humility, about the 
school the performance of his students, the 
non existence o( various facilities, in a nut¬ 
shell, about the hard circumstances in which 
the school functioned, nevertheless it pro¬ 
duced promising results 

The message for Raghunath Das Panka 
was sent And there came a thin man clad 
in a soiled dhoti and banmn Me seemed to 
resemble the medieval poet of Bhaku cult, 
Kabir What a comcidence—Raghu belong¬ 
ed to the Kabirpanthi (followers of the cult 
of Kabir) branch of the weaver (Ihuika) caste 
He was old, but definitely not as old as we 
thought him to be. Speaking chaste Hindi, 
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pmanwming Ms expressions with Sanskrit 
words, he deHnitely looked educated. Yes, 
he was educated till fourth .standard; had 
visited quite a few small and large towns of 
Madhya Pradesh; and besides Elwin, he had 
also worked with one P C Ray of the 
Anthropological Survey of India for six 
inenths from February 7, 1956, He started 
nis discourse with the following reminis¬ 
cences; 

“P C Ray reached Dhurkuta on FebruaVy 
6,1956. He came on fool from'Bajag. His 
luggage was brought by some labourers, in 
those days, the daily wage of a male labourer 
was twelve annas (seventy-rive paise); the 
women were paid eight annas (Fifty paisc) . 
The next day, he called me. I went to meet 
him at the forest guest hou.se. Everyone was 
afraid of the lorcst employees in those 
days... He started asking me about 
Elwin... He gave me a letter written for me 
Pal, the ranger at Dindori, which said 
that I was to do whatever work Ray and his 
team expected from me. and I would be paid 
R$ 25 per month. I happily accepted the of¬ 
fer, From the next day, I would sit with Ray 
Sahib from morning, eight O'clock, help him 
HI taking to the Baig»—tianslating the Baiga 
language into Hindi, and vice versa A few 
days later, Ray Sahib asked me to collect the 
healing and exorcising procedures igunivai) 
of the Baigas. I took some notebooks from 
Ray Sahib, and went to Gotam Baiga of 
Dhurkuta. Gotam was also called by the 
name V^sndara. He was very old, 80 years oi 
so. Gotam was not prepared to tell me the 
guniyai spells. I spent my own money and 
bought a bottle of liquor (daru, samb) for 
him. These Baigas, you will come to know, 
do not tell anything unless you offer them 
daru. Because 1 neither drink nor ferment 
liquor, I had no option but to buy a bottle 
for Gotam... 1 spent eight days in writing 
the gumyai rituals... in total, they covered 
six notebooks... then I read them out for 
Ray Sahib. . It took three days, three hours 
each day.'for a complete recital. Ray Sahib 
was very happy and he gave me an mam 
(prize) of Rs 25. Ray Sahib wanted to see 
the tattooing rituals. I took him to Sukhiya 
Baigin, who told him everything about tat¬ 
tooing. He was also keen to observe a Baiga 
marriage. We arranged the marriage of 
Chikhu Baiga for which Ray Sahib offered 
Rs 500. Ray Sahib was very pleased with 
me... My salary was raised to Rs 120. .” 
Was not Raghu an anthropologist in the 
making? He told me, “If you want anything 
to be written on these Baigas, I shall write 
it for you. I know their whole life. I have 
lived with.them’’. 

Raghu was the chairman of the Baiga 
Chak Samiti (Association of Baiga Chak). 
He lived in a village which was predominant¬ 
ly of the Baigas. Being the chairman he was 
called by the people to settle their disputes, 
mainly arising out of elopement and extra¬ 
marital sex. Having worked with two an¬ 
thropologists. he had an idea of the sort of 
information we people needed. “Sahib, 
please write down. These Bqigas ate divid¬ 
ed into twelve gotn (clans) and thirty-two 


Jati (castes)” his ethno^aphtc lecture began 
with a systematic note. I explained to him 
that what we wanted was not what Raghu 
knew about them. “Wfe want to live with the 
Baigas of Dadar Tola, and talk to them. We 
would highly appreciate your joining us 
if you are not too busy and you may 
leave us whenever you want!' Since Raghu 
had entrusted his sons with agricultural 
duties, he was happy to be with us, and was 
ready to leave his village that very day. While 
returning, Raghu was sitting next to me, and 
I was smoking hidis, abandoning my 
cigarette packet tor the rest of stay in Baiga 
Chak The 'olficials' directed us to pay Rs 10 
per day to him, as per the wages of the dai¬ 
ly labouicrs But Raghu was not a ‘labourer’; 
he was the ‘comrade-in-arms’ of the 
anthropologists. 

The ‘officials’ were preparing to leave, and 
we had staitcd heaving sighs of rebel. But, 
wc wcic told that since it was the forest area, 
various torcst officers might visit it: so, our 
liaison between the ’people’ and the ‘of¬ 
ficials’ would remain cea.seless. The senior- 
must official, who had realised my sen¬ 
timents in Tantaf, repeated his apology, “I 
am extremely sorry for the Tantar incident. 
As an anthropologist, I subscribe to the 
truth that all human beings arc equal, and 
we have no right to humiliate people just 
because we happen to be. advantageously 
placed. I have done my field work with the 
Kamars (of Raipur dis'rici, Madhya 
Fradesh) and I have seen theii poveny. Their 
number is decreasing. In lean periods, they 
have nothing to eat, not even rats. But, you 
know, if, on the one hand, I am with the 
‘people’ as'an anthropologist, on the other, 

I am a bureaucrat. Sometimes the bureaucrat 
in me and its ‘power intoxication' manifests 
itself. But it will not happen again!’ The an¬ 
thropologist realises the notion of equality; 
the anthropologist-administrator has to 
combine, often paradoxically, two roles But 
‘power’ emerging from an alliance with 
bureaucracy and/or uibaniiy ol the an- 
ihiopologist runs through the entire field 
work The anthropologist is ‘superior’ to the 
people, if not in anything, at least in the 
‘power’ ol discourse. 

(To be concluded)' 

Notes 

II am thankful to Caroline Humphrey, my 
supervisor, Christopher Pinney, Stephen Hugh- 
Jones, Piers Vitebesky, and Dwlan Quigley for 
going through this paper, and making valuable 
suggestions. I acknowledge the help of Surinder 
Nath and my students, Poonam, Priii and 
Sreedevi, during our stay at Baiga Chak. 1 am 
indebted to Kumkum Srivastava for editing the 
manuscript.) 

I Malinowski (1922), In recent writings also, 
‘total immersion in the community’ of study 
is described as cardinal to anthropological 
work; Cellner (1988: 26), for example, 
writes: “The future (of anthropology) seems 
to me to lie in a frank return to the old 
theoretical issues, pursued mth a determiM- 
tion to maintain that high level of empirical 
CO iscientiousness estaUished by the Bap- 


li$t (lotd jnraieraion in Bie oontm^ity) 
school of fieldwork”. 

2 See. Rabinow (1977: 5). 

3 What I have; in mind here is the usual, 
culturally constituted behaviour, unaffected 
by the ‘reactivity syndrome’. 

4 The famous diary of Malinowski (1967), 
which created furore in anthropology, was 
noi writren to be published. An unftwunaie 
consequence of its publication can be en¬ 
visaged here: ethnographers might not ex¬ 
press their sentiments and experiences and 
.some delicate events of the Field work, 
frankly in their diariest 

5 Baiga Chak is the name of an area which 
lies on (he southern forest range of Man- 
dala district. Also called Chogan Chak (the 
word Chogan means maidan), it consists of 
lifty-two villages, having 1,195 Baiga 
families with 6,943 people: the average size 
of a family being 5.8. 

The team to Baiga Chak was sponsored by 
the Department of Anthropology, Univer¬ 
sity of Delhi It consi.sied'of a teacher 
(Surinder Nath) and fourteen students of 
physical anthropology. For the physical an¬ 
thropological work, a laboratory assistant 
was also sent. I was the Field sppervisor of 
social anthropology students, who num¬ 
bered three. The latter were to collect data 
for their dissertations on family and 
kinship, women, and ethnomedicine 
respectively. 

6 In the Fifth and the Sixth Five-Year Plans 
seventy-two communities were identitied as 
having problems like declining, or stagnant, 
population; pre-agncultural level; low 
literacy; and backwardness. They were 
separated from the mam list of the schedul¬ 
ed tribes for specific programmes of 
development, alleviation of poverty, and 
safeguarding of their interests. These com¬ 
munities are called ‘Primitive IVibes'. 

7 F.lwin’s The Baiga was a result of seven years 
a.ssociation with the people {1939: (xviii); 

I would not call it ‘field work’, because 
F.lwin wrote, "For me anthropology did not 
mean ‘field work’: it meant my whole life. 
My method was to settle down among the 
people, live with them, share thar life as far 
as an outsider could, and generally do 
several books together. My Baiga book look 
me seven years. The Agaria ten ” (1964; 
142). 

8 An encounter with Ohoran Baiga is describ¬ 
ed later in this article. His picture has been 
reproduced in a booklet titled ‘Baiga’ (in 
Hindi, on page 2), published on November 
12, 1982 by the government of Madhya 
Pradesh, on the occasion of late prime 
minister Indira Gandhi’s visit to 
Amarkantak. 

9 I was reminded of the description of 
African markets, see, Bohannan arid Dalton 
(ed) (1968). 

10 After Malinowski’s Ttt^riand field work 
(1922). 

11 The name of this man—Raghunath Das 
Fanka—does not occur in any of the 
tweniv-«x monographs written tqi Elwin. 

12 For Elwm's publications and an appraisal 
of his works, see, Pradhan et al (eds) 11969); 
Misra (1973); Rustomji (1988, 1989]. 

13 Out of S2 villages in Baiga Chak, thirty-nine 
were forest villages (vanagmm). The total 
population of these villages was 16349, out 
of which, as mentioned before; 6,943 were 
the Baigas. 
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Women’s Labour in Japanese Economy 

Peter Custen 

ydVwrn Im for long prided itself on, and has been praised for, maintaining a system of life-long employment 
with security of jobs and steadily increasing incomes. This paper, based on a month-long tour of factories and 
workshoia, finds a systematic approach to exploitation of women’s labour in Japanese capital's intetnationtd 
offensive and the Japanese government’s policies relating to women labourers. 


Sexuai Division oi Laboiikina 
Toba< c'o Company 

“1 WORK eight hours per day, five days 
per week I be hours of mv domcstii labour' 
Those 1 have never (.alsulated" kawanosan 
IS employed by the Japanese lobaLso pro 
cessing company which markets the biand- 
name Cabin 85 Contrary to the vast ma¬ 
jority of women in tapan she has got a fixed 
job, having worked for the same company 
for the last 25 years I ikc all other female 
labourers, she too carries a double buidcn 
ol labour When she returns home at 6 
o'clock in the evening, alter completion ol 
a day's work in the lacloiy, she continues 
to toil, until she retiics lo bed by II o'cl(X.k 
at Right At dawn, she gets up bt tore 6, and 
by the time she leaves home lo go to the lac 
tory, she has alieady toiled lor an hour and 
a hall The total labouring buidcn ol 
kawanosan thus amounts to 15 houis jier 
day 

Japan Tobacco is a company with a long 
history of government control from its 
founding in 1904, the company lor decades 
was ruled directls bs the state It eniosed a 
monopoly on the lapanese market And 
although the entciprst was privatised in 
1985, ns shares arc still held by the lapanese 
government During a guided tout ol the 
lactors, we, two Dutch journalists, are struck 
by the high level ol mechanisation It is only 
in the section wheic quality control of the 
cigarette packets takes place that work is 
somewhat lahoui intensive Here the work 
lorct picdominantiy consists ol women In 
all othci sections auKunation is complete ' 

Ihe management of Japan tobacco 
grants us an interview with female empio 
vees It turns out to be a peculiar event The 
men of the personnel department who are 
present, constantly push then own opinions, 
when we pose questions to the female 
labourers about health problems, labour 
conditions, etc When questioned why 
women workers frequently suffer from 
muscular pains, hatasan who is the factory's 
nurse, responds that these are caused by 
“thin clothes, lack of sleep, and women’s 
physique" When we continue prodding, she 
explains that the pains are due to the fact 
that women in the packing department need 
to “continuously repeal the same move 
ments*’ 

The atmosphere becomes heated when we 
table the theme of the sexual division of 
labour and domestic work inside the com¬ 
pany. Kamibetsunawa draws up balance 
sheets at the financial department What is 
her Tirst task when she enters her office in 


the morning’ "Preparing tea, even before the 
official stall of the working day Fvery day 
I scive tea to my colleagues three to four 
times, and I am also m charge of cleaning 
Ihe cups In other departments too, women 
arc solely responsible for preparing tea" Are 
women being paid for this’ A male guide 
responds “No'” One ol the men gels up, 
and a short while later he returns with a pot 
of fresh tea He says “Tea made by women, 
attei all, tastes better” 

1 will discuss the role ol women s labout 
m Ihe development of Japan as an economic 
superpower T he expansion ol capital invest 
ments by lapatiesc niulimationals abtoad 
has been phenomenal in tecent decades In 
caasingly, also, the multinationals are look 
mg towards south Avia for profits What has 
bcHtn women’s historical contribution to the 
industtialisation of lapan' How docs 
Japanese capital clsc-where in Asia engage 
women lo facilitate its intcinational often 
vise' And what place does the lapanese 
government reserve lor women in the couii 
try s eionon.v ’ A review regarding a syste 
m.itic approach to exploiting womens 
labour, on the basis of a one month tour of 
lactones and workshops inside lap,in 

tile TRONIC COMPANlfS I'OI AktSAl ION 
BtlWftN WOMfN AND MlN 

let us first discuss the position ol women 
in the electronic* sector Before travelling to 
K\u\hu, an island in the south renowned to 
be fapan’s ‘Sificoii Island', we arc given 
details about Ihe sector’s iniernatioiial ex 
pansion at the headquarters of IXtiKi Horen, 
the national trade union federation of com¬ 
pany unions in eicciionics The comprehen 
sive government figures cited by the lepre 
sentative ol Denki Roren’s research depart 
ment speak for themselves in the period 
from 1982 to 1988, the number of invest 
ments by Japanese electronic companies 
abroad has doubled, while the value of these 
investments has increased/rve/ofd Conse 
quently, the share ol foreign production in 
the output of Ihe electronics’ giants has 
significantly expanded during the 1980s 

The external drive, furthet, was preceded 
by a 'flight', from the late 60s, to Kyushu, 
which island until then had been marginal 
to the lapanse economy Companies like 
Mitsubishi and National Llectnmics Cor 
poration (NLC) opened their first factory 
premises for the manufacturing of integrated 
circuits <IC $) near Kumamoto city, in 1967 
and 19^ lespeaively Other electronic giants 
followed suit Kyushu developed into a 
replica of the United Slates’ Silicon Valley, 


which for years has been seen as the Mecca 
of mtcmational entrepreneurship Accordiitg 
to the study of the Japanese researcher, Fu> 
jiia Kuniko, published in 1988, 44 per cent 
of all integrated circuits in Japan are pro¬ 
duced on the mentioned island ^ The same 
author states that companies prefer tc 
employ female high school graduates in the 
Kumamoto prefecture, for example, they 
made up 95 per cent of the whole labout 
force ol electronic compaiues in the early 
1970s F xploitation of female labour ensured 
that companies manufacturing semi-con- 
ducturs could rapidly accumulate 

riiis picture, however, has changed, and 
I ujita Kuniko uses the terms 'polarisation' 
and 'the maiginalising of women' to describ< 
recent developments in kyushu Accordini 
to hei, the sexual composition of factory jmt 
soniiel IS no longer the same The data sh( 
uses show that the percentage of femah 
workers had declined to 50 per cent in 1986, 
Ihe basic reason being the fact that thi 
number of newly recruited male employee! 
by far exceeds that of new women em^pyees. 
In fact, the latter probably only applies tc 
companies which occupy a top position ir 
the hierarchy within the electronics sector. 
Still, the picture sketched by Kuniko foi 
kyushu laigelv concurs with what is known 
about electronic companies elsewhere. Tht 
situation in lactones in Scotland when 
waters are manufactured, for example, u 
similarly polarised In both wafer produc¬ 
ing factories and assemblv-piants for chips, 
a sharp polarisation exists between technicak 
ly highly skilled male personnel taking care 
ol machine maintenance and repairs—and 
women performing labour-intensive, sejni 
skilled tasks ’ 

A striking ex,imple of the above is the 
division of labour at the factory compound 
of fujitsu Electronics near the city of 
Kagoshima, where 600 men ahd 400 women 
are employed The managers in Uue utuform: 
who accompany us duriitg our tour of tht 
factory, openly talk about Ihe strict division 
between men’s and women's tasks Cutting 
wafers is exclusively done bv men, as is the 
maintenance of machines Quality control 
of the chips, on the contrary, is performed 
by women, in a dust-proof room Wrapped 
in synthetic dresses, anonymous Tiguies stare 
thiough microscopes, checking whether the 
thin threads have been properly attached to 
tiny plates Observed from behind a glass 
window, the spectre seems surrealistic Bui 
why IS controlling the quality of chips 
through microscopes exclusively a woman’s 
task? The response is stereotype One of the 
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unifonRed bosses says; ‘This work is very 
suiuMe for women, sinee they an used to 
do stitching and embroidery. The work re¬ 
quires enormous concentration, and men are 
not fit for such monotonous labour!’ For 
Fujitsu’s bosses, the sexual division of 
labour is a reality imposed by nature, fixed. 


Labour Groups at Fujitsu Minimisinc. 
Production Errors 

Five women are brought into the 
managers’ well-furnitured room. Four of 
them work in the dust-proof space which we 
have just passed a few minutes ago. We are 
alhn^ to briefly interview them during the 
break, under the watchful eyes of the bosses 
in blue. After posing our regular questions 
about their labouring burden—30 hours of 
overwork per month appears to be quite 
normal—we cautiously try to introduce the 
theme of occupational hazards. What kind 
of diseases do women suffer from as a con¬ 
sequence of the monotonous work? “Sitting 
is most tiresome, I wish I could mov& 
Because I am constantly chained to my chair, 
my shoulders are tense”, says one of the 
women. With a smile, she adds a complaint 
about the work pressure: “If I want to visit 
the toilet during working hours, it's con¬ 
sidered an impermissible interruption. 
Women are forc^ to wait until the break, 
which is both physically and mentally ex¬ 
hausting.” 

Docs not the peering through microscopes 
day after di^, cause eye diseases? One of the 
women denies; “I have worked here for ten 
years without problems. If the microscope 
is adjusted well it’s all right, otherwise it 
hurts. In the morning, however, it takes some 
time before one's eyes get used to the ap- 
paratusr At international semman where the 
working conditions faced by women m the 
electronics SKtor have been discussed, it has 
been stated that the job of peering daylong 
through a microscope, leads to a deteriora¬ 
tion of eyesight, generally within less than 
two years.‘ Within Fujitsu company there 
teems to be an ongoing controversy over the 
question. Says one of the women workers: 
"Just recently, the director has assured me 
that if the microscope is adjusted well, it can 
do no harm to my eyes!’ 

The managers relax when, after the 
women are sent off, the topic shifts to 
'labour groups’. A structure of small labour 
groups is common to all major automobile 
and electronics companies in Japan, and is 
used to promote prciduction efficiency. “In 
1985, Fujitsu introduced a ‘small group 
structure' as a consequence of which the 
number of chips showing defects has been 
reduced to an absolute minimum.” The 
system, so the managers admit, engenders 
mutual distrust and competition between 
WbOurers. Mbt in contravention to the just 
mted historicity, they.assign the system a 
status of permanency: “it is a feature of 
Japanese culture”, they insist. 


Silk and Textile PitOifiiucriON: The 
Basis of Industrialisation 

Today’s widespread employment of 
women in the electionics* sectw in Japan has 
its pre-history. Ever since the early start of 
industrial development, Japanese companies 
showed a definite preference for females. 
From 1868 onwards, the country underwent 
a rapid process of modernisation—the 'Meiji 
Restoration’. The first silk factory arose in 
1872, a decade later the first cotton spinnery, 
and by the turn of the century Japan had 
already become a fierce competitor in textile 
commodities on the world mhrket. These ex¬ 
ports enabled Japan to import machinery 
for the founding of other enterprises. It 
would take more than SO years before sectors 
like steel and chemicals were to elbow out 
textiles as the leading sector of Japanese 
industrialisation. The factory owners, fur¬ 
ther, used agents to recruit young peasant 
daughters as labourers. As famine prevailed 
in the countryside, the agents could easily 
find heads of peasant families willing to 
temporarily surrender their daughters. Often 
the agents acted as'moneylenders, providing 
hungry peasants with loans to repaid 
from the wages of their daughters. Until the 
1930s. young village women constituted 80 
to 90 per cent of the workforce of Japanese 
textile mills.’ 

The working conditions in the early silk 
and cotton spinneries were not essentially 
different from the miserable conditions 
prevailing in European industries in the 19th 
century. Like here, the working day was in¬ 
humanly long. Female labourers of silk fac¬ 
tories had to toil 14 hours per day. The first 
strike erupted in Japan whm an attempt was 
made to extend the working day, from 14 to 
14'/i hours! Labouring times of women in 
cotton spinneries were comparatively 
shorter—each shift lasted II to 12 hours— 
but women were frequently forced to be on 
the job for 25 hours continuously. The situa¬ 
tion remained unchanged until 1929, when 
nightwork was prohibited by law." The 
health requirements of the women workers, 
moreover, were badly ignored by the mill- 
owners. I^rticularly notorious was the lack 
of fresh ait inside cotton weaving factories. 
The owners held it necessary for the quality 
Of the cotton clothes, that the air inside the 
mills was moist. The dark factory halls with 
machines were filled with steam, water 
would drip down from the ceiling, and the 
windows were kept lightly locked. Female 
labourers had to endure such conditions for 
12 long hours each day! 

Given the lack of rest, the long working 
hours and the unhealthy environment, it 
should not surprise anyone that the inci¬ 
dence of illness was very high. Many female 
textile workers—just like their sisters in 
Germany and England—died of tuber¬ 
culosis. According to a governmental in¬ 
vestigation conducted around the turn of the 
century, a quarter of all deaths in dormi¬ 
tories of textile mills was caused by tuber¬ 
culosis. Hie disease frequently induced 


women to ntura to tJwkr viHages. And it 4| 
not surprising either that many women tried 
to, lit^ly, escape from their inhuman 
existence as labounm. An official investiga¬ 
tion into one company located near Osaka- 
brought out that over half of the women 
labourers employed here in the year 1900 
escaped. Statistics about other cmnpanies 
also show a large turn-over. The female 
labourers knew they were taking large risks 
by trying to flee In cate they were caught, 
they were not just beaten up. but forced to 
march nude through the factory-premises, 
by way of punishment. >bt apparently, many 
saw escape as the only possible toad towards 
freedom from enslavement.^ 

A historical retrospect further reveals that 
methods to control the workforce which 
today are standard practice in Japanese com¬ 
panies were tested rather early. Dike for in¬ 
stance the group-competition we encoun¬ 
tered at Fujitsu Electronics. According to a 
publication of the American Cornell Univer¬ 
sity, which cites the report written by a 
labourer of a cotton factory in the beginning 
of this century, group competition was com¬ 
monly promoted in the early textile mills. 
Informal games were held, [Htting one group 
of women hailing from the same district 
against thoseJiailing from another district. 
The factory management also stimulated 
production competition. Paltry prizes-^ 
flags, towels, cosmetics, etc—were offered to 
the victors. 

A second idea still in vogue is that of forc¬ 
ed savings. Below we will see that the idea 
presently is being exported to other Asian 
countries, where Japanese companies build 
new factories. The forced savings-system too 
can be traced back to the learning phase of 
the Japanese capitalists. As today, the mill- 
owners used to pose as surrogate parents. 
Ostensibly to help their families, and partly 
to acquiesce the parents of the village girls, 
the women workers were obliged to save a 
fixed amount of money each month. In 
reality, the savings system primarily served 
to tie the female labour force to the factory. 

The structure of dormitories was a third 
pioneering idea which comemporary multi¬ 
nationals like Toyota have borrow^ from 
their grandparents. It illustrates well the 
‘benevolenc^ of the fatherly owners towards 
their daughter-workers. Tlie dormitories 
where the young women from the villages 
were brought together, wete generally located 
inside or near the factory compound, and 
they were constructed in a manner as to 
make escaping very difficult- Thus, many 
mills were surrouncM by walls beyond which 
broken glass, bamboo sticks and barbed wire 
were placed as extra barriers. “Anyone who 
dared to jump over the fence not only risked 
bodily injury, but usually was cau^ im¬ 
mediately and brought back!’* half of th< 
backyards of the dormitories faced a river 
or some other waterbarrier. inside, super¬ 
visors kept a close watch of the girls’ doingsi 
In short group competition, forced savings 
and fenced dormitories are all key concepts 
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M-Curve: Official View on 
^OMEKTS Labour 

Let US MW laume our story about 
JapUMM women’s labour today. In oflkiai 
stiuistks, the enqiiloyment of women of 
various ages is depi^ like an M-shaped 
curve. MitOons young women after gradu¬ 
ating from high schotd are for several yean 
employed in banks and ofTioes as fiiii-timetB. 
When they inarry or bear their first child 
most of them disappear from the labou> 
market, and only return once their childtet 
have grown up. Mai^ middle-aged women 
in Japan are part-time labourers—they con¬ 
stitute the second peak in women’s onploy- 
ment. The number of fonaie part-timers hu 
grown phenomenally since the 1960s. It now 
stands at ^ut 8 million. 

Several critical comments may be about 
the so-called ‘M-curve’. First it ignores the 
fact that aside from the mentioned cate¬ 
gories there is a significant and increasing 
number of women who are engaged as ‘tem¬ 
porary labourers’, via so-called manpower 
agencies. The expansion of manpower agen¬ 
cies is promoted by the government. Thanks 
to a law introduce in 1985, the number of 
such agencies within one single year has 
more than tripled—from 2000 to over 7000. 
The law exonpts employers from any respon¬ 
sibility for people they recruit via the man¬ 
power agencies. An investigation carried out 
by trade unions has concluded that women 
engaged as ‘temporary workers' in the ser¬ 
vice sector—two-thirds of the workforce in 
the sector are women—are deprived of any 
supplementary allowances. They do not even 
receive a bonus, though the length of their 
working time hardly differs from that of 
full-timers.^ 

Nor does the M-curve properly highlight 
the wage-labour which many Japanese women 
continue to perform as homeworkers. The 
number of outworkers sewing for an entre¬ 
preneur, assembling electronic components 
or doing packing jobs, seems to have tumbl¬ 
ed duriiui the last 20 years. Estimates of thdr 
numbers today range from 1 to 2 million 
women. Homeworkers, however, do consti¬ 
tute a separate age category, for the group 
is largely composed of women with small 
chltdim, i t; those whose age forms the 
down-turn in the M-curve. Homeworkers' 
wages, moreover, are undoubtedly the lowest 
of all categories of female labourers in 
Japan. According to a woman professor we 
sp^^ to in Fukuoka city, Hayashisan, the 
avenge is 357 yen per hour, i merely a 
quarter of the wage drawn bn a nude 
aniloyee in fixed service:"' 

TbeJM’Shapcd curve thus provides an in- 
Ipnpiete picture: And yet it does give us 
• IMbdBcation of Uk secondary position 
Mid by women tat the Japanese hiemrchy of 
Hir lahnnr Japan has for decades prided 
Miff on, and it praised for, maintaining a 
IIIMBttf BCHongeraploynieM, with securi- 


The above-died Acts demototrate 4iat Ike 
story about fht llfofoiig ttnpfoymmt 
sysim' it highly propagandistiR it applies 
to a section of male Msouren only, while 
excluding almost all women labourers! To 
repeat—when young women many, they are 
geneially induced to leave thdr office-jobs, 
or if necessary are fenced to res^. And 
when, after raising children for 10 or 15 
years, they wish to rejoin a paid job outside 
the home, they have got no other dioice but 
poorly-paid labour as a part-timers. 

Part-Time Labour as Policy 

Some analytical points may be added 
about the position occupied by part-time 
labourers. I have already mentioned their 
high number, and the fact that the occur¬ 
rence of part-time labour is a rather recent 
plwnomenon in Japan. Now, the rise of part- 
time work is no coincidence, but (he result 
of government policy. From several inter¬ 
views conducted in Japan, it emerges (hat 
the growth was specifically promoted from 
the early 1970s onwards. At the time, com¬ 
panies had to cope with the circumstance 
that fewer and fewer high school graduates 
were available as new recruits. The capitalists 
started to look for fresh source of cheap 
labour, and they found the solution in the 
form of part-time labour by middle-aged 
women. 

The expansion in the number of part-timers 
was hardly spontaneous. In i960 already— 
we are informed by a booklet about 
discrimination against Japanese women" 
—the Economic Council of the government 
in Ibkyo devised a plan in which the employ¬ 
ment of women “who constitute half of the 
national population” was advocated. The 
plan emphasised the need to utilise the 
capacities of middle-aged women who 
“wished to work again”. Moreover., the 
authors of the plan opined that women 
should resign from their jobs when marrying 
or at the birth of the first child. Clearly, the 
Economic Council devised the M-curve for 
the entrepreneurs, in order to guarantee the 
availability of a flexible reserve of female 
workers. 

The same thinking has since been eashrin- 
ed in official laws and amendments im¬ 
plemented by the Japanese government, as 
in the so-called 'Equal Opportunities Law' 
which became operative in April 1986. This 
new law was a necessary outcome of the 
signing, by the Japanese government, of the 
United Nations Convent^ about equal op¬ 
portunities between women and men. The 
Convention, amongst other things, contains 
clauses about lequal remuneration’ and the 
lequal valuation of labour of equal value'. 
Japanese women’s groups, however, aigue 
that the 1986 law shaii^y cmitnals with the 
UN-Cmivention. Inst^ of the abolition of 
inequality between women and men it leads 
to more discrimination against women. One 
of their criticisms is that the law prohibits 
(fiscriminafion at tbk foDmeat people are 
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duig ptomotidwMid die dfocUksB of 
tkms within enterprises. Thus, it is con¬ 
sidered to legitimise the use of women as 
cheap part-time tobourers. 

In order to gather a more concrete 
understanding about the position of part- 
time workers in Japan, we had prolonged 
diKUsston with Tamura Katsufco, who for 
IS years has been a salaried emfdoyeeof Uw 
retail-trading company Sunny. At present, 
she is responsible for the training of cashiers 
at the company's headquarter in Fukuoka 
city. Katsukosan herself is not a part-time 
labourer. She enjoys a full-time job vrith a 
decent salary—net 170 to 180 thmisand yen 
per month (roughly S 900). Yet she is very 
conscious of the unjust, secondary ectmomic 
position of most Japanese women. To make 
her own husband who holds ‘very stereo¬ 
typed ideas about male and female roles’ 
share in the burden of household tasks, she 
waged a long struggle inside the family. 
Proudly .smiling, she tells us that at one time 
she simply forced him to wash and cook like 
hers, by refusing to do any of the chores. 
Her level of consciousness has been 
influenced both by her own family back-' 
ground—her father was married into her 
mother's family—and by her merobetship 
of a women's group, called Agora. 

Tamura Katsuko explains that Sunny, 
consists of .some 60 supermarkets spread 
across the island of Kyushu. Out of a total 
number of 1,500 staff members and 
personnel—a majority of them aie sales¬ 
persons and cashiers—no less than 1,200 are 
part- timers. Our interviewee could not give 
us precise figures about the company’s pro- 
iits. Katsukosan: “Just like other Japanese 
retail traders, Sunny does not disclose pro¬ 
fit figures. Whereas the company of course 
has to report to the tax office, the workers 
are not informed. My own estimates are 50 
billion yen for the total yearly turn-over, 
and some 20 per cent for the average pront 
margin.” 

What about the wages and the working 
hours of part-time labourers? “The wages 
of the part-timers clearly differ from those 
of full-timers, but thoe also exist differences- 
beiwecn part-timers themselves. For exam¬ 
ple, the wages of cashiers who are on (hdr 
jobs in the morning are lower than thOMof 
cashiers whp work in (be evoiing. Part- 
timers who have to serve Fish and meat 
receive more money than part-timers serving 
ordinary food. For a new part-timer, the 
average wage lies between 490 and 620 yen 
per hour {2'A to 3 dollars). The wage-lwel 
of an experienced part-timer lies slightly 
higher. After one year, wages rise by 15 yen 
... Eighty per cent receive less than 550 yen 
per hour.” 

Characteristic of the position of part- 
. timers in Sunny as in other enterprises is not 
just the fact that their wages arc relatively . 
low and that only they are paid on an houriy 
basis. They arc also deprived of mou sup¬ 
plementary payments received by nguiar 
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OSWAL AGBO FURANE LIMITED 

k||d. oner. 

434, Sector • 37A, Chaodlgarfa - 160 037 

FORMIIA 


NOTICE 


It li beicb)' notified for the infonnation of the public that OSVAL AGRO FURANE LIMITED propoies to attke an 
tion to the Central Government in the Department of Company ACfalis. New Delhi, undn Sub-Sectioa (2) of SMkMI 
22 of the Monopoiies and Restriolve Thide Pniaices Act, 1969. for approval to the establlihinent of a new unrirmt 
ingAmlt/dlvlsion Brief particulars of the proposal air as under:- 


1. Name and Address of the Applicant 


2 Capital Structure of the applicant organisation 


3. Maiugement structure of the applicant Organisation . 
indicating the names of the Directors, including 
Managing/Whole time Directors and Managers, if any 


4. Indicate whether the proposal relates to the 
establishment of a new undertaking or a 
new unlt/division 

5. location of the new undcrtaktng/unit/division 

6. Ciqiital structure of the proposed undertaking 

7. In case the proposal relates to the production 
storage, supply, distribution, marketing or control 
of any goodidarticlrs, indicate 


8. ill case the proposal relates to the provision of 
any service, state the volume of aaivity in terms of 
usual measure such as, value, income turnover etc 

9. Com of the Project 

10. Scheme of finance, indicating the amounts 
to be raised from each source 


OSWAL AGRO FURANE LIMITED 
Regd Office- 434. Sector 37^, 

Chandigarh - 160 037 

Capital Struaure as at 31.3.1990:- 

(«») 

Mithorlscd Capital 

2,00,00,000 Equity Shares of 

Rs lOA each 20,00,00,000 

Issued, Subscribed and paid-up- 

1,80,00,000 Equity Shares of 

Rs to/- each ftiliy paid-up 18,00,00,000 

Mr T K A Nain Chairman 

Mr P S Bajwa, Director 

Mr Gutcharan Singh, Director 

Mr B K Eipana, Director 

Mr P K Ahuja, Ditcaor 

Mr Anil Bhalla. Direaor 

Mr R K Singhania, Director 

Mr Abbey Oswal, Managing Director 

The proposal relates to the establishment of 
a New Unit 

Village Bhasaur, Drhsil Dhun, 

Distt Sangrur. 

Punjab 

Not applicable 

Naiift of goods/ Proposed 

articles Licensed 

Capacity 

_..(MJJ.. 

i) Vegetable Oil 

Pr^uct l^naspati 22812 

ii) Acid Oil—(By product) 617 

111) Soap—(B) product) 333 

Not applicable 


Estimated 

Armual 

Itamover 

(miBljct) 

9124.80 

64.78 

33.30 


Rs 10 crores 

i) Equity Caplul through Rights Issue — Rs. 8 cr ot es 

ii) Loans from Financial Institutions/ 

Banks >-Rs. 2 cmci 

Ibtal Rs. 10 CMMBS 


Any perron interested in the matter may make a repicsentation in qiodrupllcate to tbe Secretary, Department of CafllpM|r 
Affaln, Govcmmeiu of India, Shastrl Bhawiui, Now Delhi, within 14 days from the date of puWicailon iMs ooliBC; 
Intimating us his views oii the proposal and induing the nature of his interest, therein. 

For OSWAL AGRO IURANE UMitBD 


Place: New Delhi 
Dated: llth May, 1991 
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wage ii rather co m pl icat ed, tt ctmtiiu, 
except for a baiic wage, of a whtde mries 
of aHowancet—a hoU^ attowanoe, a 
family allowance, etc. Part-time lidMuren 
are only paid a bonus, which it paltry, in 
Sunny’s supermarkets "it mmtly amounts 
to 1,000 yen after one year’s service, 1,200 
yen after 10 years! Betides, women part- 
timers are entitled to a small timmwr-bmus. 
Those uduMe service has not yet lasted a full 
year are handed out a small present at the 
year’s end." 

The working hours of women part-timers 
in Japan, further, are extremely long. Often, 
they toil merely half an hour shorter than 
full-timert, and their sraricing week general¬ 
ly is equally )|ong. At Sunny, the working 
hours of vatious categories of part-timers 
vary greatly. Katsukosan: "Part-time 
women labourers wmk under a contract 
which is valid for one year. Each contract 
is signed on an individual basis, via negotia¬ 
tions at the moment of entering service, bet¬ 
ween the management and each woman in¬ 
dividually. Most of the women work four 
hours per day, but some do as much as eight 
houn. Those with the longest working hours 
serve 22 to 25 days per month, five to six 
days per week." 

Has an attempt ever been made to 
negotiate the labour contracts collectively? 
What is the role of the trade union, does it 
Tight for improvements. “Within the trade 
union of Sunny, there indeed exists a sec¬ 
tion of part-time labourers Those whose 
service period exceeds one year, auto¬ 
matically become members. The union is a 
company umon and it closely co-operates 
with management. The fact that women 
part-timers arc admitted is a consequence 
of a rumour which earlier circulated to the 
effect that Sohyo (the trade union centre 
linked to the Sodmist Party of Japan) were 
to float a trade union of part-timers. 
Sunny’s management then got frightened 
and decided to allow part-timers join the 
company union." ... - 

We, lastly, broach the subject of the large 
tuin-overm personnel Part-time labourers, 
Katsukosan states, mostly do not stay with 
Sunny for more than one or two years. 
They then leave one by one The reasons? 
Katsukosan first opines "They find better 
jobs or It happens that they drop out due 
to human conflicts, because of fnctioqs with 
other women labouiers Stiong and weak 
characters tend to clash.” Only when we 
pose more questions, about the work 
pressure put by management, the truth 
comds out Says Katsukosan* "Cashiers are 
trained so as to able to handle customers. 
The instruction gtuddiook contains detailed 
prescriptions about how to address 
customers, how to hand over money, how 
to behave when a customer passes the 
counter, etc. The management has cal¬ 
culated everything—even the number of 
seconds a cashier is to devote to one 
customer, and the work schemes are 
arranged in accordance with these data. 
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it pr^Uy it one of the reaaons why so 
many of them leave," Even human com¬ 
munication has been meduniaed in Sunny’s 
supermarkets. 

Women in Japan form one large, elastic 
labour reserve. They exactly fulfil those two 
criteria which Marx cites in Capital for the 
industrial reserve. Women part-time 
labourers can be shifted between various 
sectors of the economy. They are. in the 
words of a Japanese newspaper, like 
‘disposable chopsticks’: they can be hud off 
at any time. Part-timers also fulfil the 
second criterion, namely, a negative impact 
on the overall level of wages. Because part- 
timers are paid such low wages—according 
to the inflated figures of the ministry of 
labtiur It .IS 70 per cent of that of regular 
female workers'*—their employment 
exerts a downward pressure on the general 
level of wages in Japan. 


Workers as Housewives 


During the interviewing of women in 
Japan, household labour was a frequently 
recurring theme, alongside that of tlw work 
pressure faced by women on the shop floor 
To the question ‘How many hours a day do 
you perform household tasks?’ we got the 
routine answer “Those I have never 
calculated “ Apparently, women labourers 
themselves discount a part of their work 
That labour which they are not paid for. is 
not recognised even by them Once we 
clarified our question, women set out 
calculating. At what time does a mother of 
small children, performing wage labour, nse 
at dawn to prepare the family’s breakfast? 
At 5 o’clock, at 5 30^ In most cases, she 
would devote I '/i to 2 hours to the house¬ 
hold before factory or office-time. And 
after returning home, exhausted by a day’s 
work at the assembly-hne, she generally has 
anpther four to five<hoinrs to go. The work 
of women who combine a double task never 
* ends. 

The total iaBOuniig burden of Kawanosan 
‘ who is a fulUi^emidoyee in the cigarrtte- 
/ producing* company Japan Tobacco is 
^ above 15 hours per day, That of Ombesan, 
one of the women tarl^ engaged as a part- 
P timer by an electronics firm named Shin 
Shirasuna, hours plus 6 hours of waged 
< work (dus household work, if weekend days 
i when cooking, washing, cleaning and child 
,*care continue unabated, be add«l, the 
^ average working week of female labourers 
, in Japan easily reaches 90 houn. 
t Several lessons, then, may be drawn from 
. our discussions on women’s labour in 
, Jqian. it is only by calctihuiag the two-fold 
' labouring burden of women that their con¬ 
tribution to creating social wealth can be 
.properly njeasurtd. Secondly patriarchal 
ideology «aen leads women to disregard the 
value df their manitU work. Thirdly, we also 
/ learned frt^ opr Jmwiese expertatce that 
the calculatfoniof%ainen’t comprehenrive 
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or more per week, aaiUioat pt woam hi 
Japan comribttte Indispensably to the pra- 
Tits of Japanese muftinationeh. An inlrial 
step towards dumging the system is that her 
work be fully ibcog^sed. 

Government and DayCaie QMnfig 

The Japanese government ever afawa the 
1960s has actively promoted die employ- 
ment of middle-aged women as a danp 
workforce, and iu Imal ptriicy, undar me 
signboard of‘equal opportuni^ .hasbaan 
negatively received by women’s groups. 
More recently, attemiHs are undeiway td 
unctermine one of the most signifleaat 
achievements in the history of the Japuum 
women’s movement. During the ISMs, the 

i iovernment has repeatedly sliced the budget 
or soaal welfare, which has nota^ 
affected day-care centres. 

After the second world war—in particular 
during the 1950s and 1960s—a movement 
arose in Japan, demanding the establish¬ 
ment of public nurseries, financed by the 
state In some cities, women with crying 
children on their backs, staged action in 
front of municipal buildings. Elsewhere 
mothers hung diapers to dry in the town 
hall When possible, negotiations were held 
with irntat^ bureaucrats, and where the 
mayor refused to talk to the protesters, sit- 
down strikes were held This movement, 
under the motto "The day-care centres 
should number as large as the maUiag 
boxes", forced the government to con¬ 
tribute Its share to the operating of day-care 
centres The state took responsibility for 
paying 80 per cent of their costs. 

This concrete result was speaaliy impor¬ 
tant for women working outside the home. 
It signified that a part of the burden Ot 
reproducing labour power was henceforth 
earned by the state instead of by women. 
In pamcular for mothers with small chiktaea 
It meant that their taking j,obs outside 
the home was facilitated. As in other in- 
dustnalised countries, the Japanese govern¬ 
ment accepted partial responsibility for 
reproduction, under the pressure of a movo- 
mem from below 

In recent years, this achievement of the 
women’s movement is slowly being eroded. 
On the one hand, military expenses are con¬ 
tinuously on the rise while a 
amount of money is available for aodal 
welfare and for child care centres in par¬ 
ticular. Under its slogan ‘payment by the 
user', the government has twice reduc^ ill 
contribution to running the centres—flrom 
80 to 70 per cent in 1985, and to SO per cant 
in 1986. And although the chaise pre¬ 
sumably IS temporary in nature, there m 
no signs that the downward trend wffl be 
reversed.'^ 

EXTERNAL EXnvNSION AND 

ExpijOitation of Women 

Before discuning a poiiible p erspective 
of struggle, there icitt the task of brMiir 
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Japanese companies. In external expaquon 
Japanese companies make happy use of 
hittoricaliy proven concepts. Ltf us shotily 
review the case of Shin Shirasuna, a middle- 
Siaed dectronics company which closed its 
main premises in Nagoya city eight years 
ago, tohe chased in court by its fbr^part- 
^ne women labourers ever since. 

The company’s base inside Japan, in the 
years preening the closure, had steadily 
contracted. Women who were employnl in 
the satdUte factories in the surroundings of 
Nagoya were laid off first, and ultimately 
the regular workers and part-timers at the 
Arm’s main premises were summarily dis¬ 
missed too. Meanwhile, Shin Shirasuna had 
firmly entrenched itself in the Kaohsiung 
Free Trade Zone in Taiwan. The first fac¬ 
tory. for the production of radios, with 100 
female labourers, started operating in 1964. 
According to the Japanese investigative 
writer, Tono Harui, Taiwan Shin Shirasuna, 
by 1980-81, had grown into the island's 
second largest enterprise within its own 
branch. The yearly volume of business then 
stood at. 10 billion yen.'* 

At the moment Shin Shirasuna arrived, 
large-scale unemployment prevailed in the 
Taiwanese countryside. The excess labour 
force was one million people. The female 
workers hired by the company were young 
village women who had just graduated from 
high school. They were herded together in 
fenced dormitories, built by the company 
or by the Taiwanese government. According 
to a staff member of the sales’ department 
interviewed by Haruisan, the production 
costs at Taiwan Shin Shirasun&are only 60 
per cent of those in Japan, since female 
labourers earn only a third to a quarter of 
their Japanese sisters. Shin Shirasuna is 
merely one example out of a whole series 
of Japanese firms which have shifted in- 
yestmmts to other Asian countries, and 
which are constantly on the move, in search 
of hitler profits. And whatever the size, 
whichever the sector, and whichever the 
country they move to, Japanese companies 
invariably prefer to up young women as a 
cheap source of labour. Invariably also, they 
apply those three concepts which have 
historically been tested by Japan's textile 
nulls: mutual competition between small 
labour groups, forced savings, and virtual 
imprisonment in fenced dormitories. 

Huncerstrike of South Korean 
Women 

Yayori Matsui is an exceptional woman 
Journalist at the daily Asahi Shimbun, a 
newspaper with a circulation of one million, 
holding office in a modem palace in Tokyo. 
While we wait for her arrival, we feel quite 
lost in the gigantic reception hidl, where 
gentlemen in spotless suits walk constantly 
in and out. Yayori storms into the hail, 
drags us into the refreshmern room, and im- 
sae^iely pours out a welter of militant 
factf over a cup of coffee. She is full of tlw 
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South Korean women worttert hi Japan: 

"A controversy has erupted over three 
Japanese companies with investments in 
South Korea. Delegatioas of Kmean women 
workers are presently visiting Japan to 
demand justice from all three enterprises, 
each of which has dedded to withdraw from 
South Korea. The first company is Sumida, 
an electronics firm which fdbricated coils. 
Last September, the dosure of Sumida’s 
factory in South Korea was announced 
through a simple fax message. The trade 
union which is pretty strong refused to agree 
to the decision, and a large number of 
women initiated a full-scale occupation of 
the factory. After a period of one month, 
a delegation of four girls flew to Japan to 
demand negotiations with the company's 
directors." 

"Initially, the directors of Sumida refu.sed 
to talk. However, towards the end ol 
December, the four girls went on hunger- 
strike, announcing "If you wish to carry 
away our dead bodies—Go ahead!” The 
directors then got frightened and ultimate' 
ly agreed to receive the girls. Only recently, 
the four have temporarily returned to 
Korea, to report back." 

"The second company. Tanashin Dcnki, 
is an enterprise where components for 
cassette tape recorders are fabricated. Here 
again—as in the case of Sumida—things arc 
complicated by the fact that the company 
is a rather small one. The protest of 
Tanashin’s women labourers too is directed 
against factory closure. A further complica¬ 
tion is that the closure has legally been 
handled well. Seventy women have occupied 
the factory, and on December 9, they sent 
their own delegation to Japan to arouse 
sympathy for their cause. The third delega¬ 
tion consists of women workers of Suani,— 
a factory where gloves for skiing were 
manufactured, located in a free trade zone. 
They have the support of radical trade 
unions in Osaka and of the Burakumin 
movement.’”' 

According to reports of the solidarity 
committee set up for the Korean women in 
Tokyo, both Tanashin and Suani; after 10 
rounds of negotiations, agreed to apologise 
for closing down their Korean plants 
without prior notification. Tanashin also 
agreed to compensate the workers with a 
total amount of US S 4,40,000. Suani agreed 
to compensate the women workers with 10 
months of their wages, and moreover pro¬ 
mised to give financial support to union 
members until they find new jobs. Both also 
agreed to send letters to the South Korean 
govo'nment, requesting the release of union 
leaders arrested during the struggle. The 
conclusion drawn by Maisuisan from her 
observations about South Korean women 
labourers; “If you are really interested in 
women’s labour, you should definitely study' 
the Korean labour movement which is led 
by women”! 

What are the prospects for resistance by 
women part-timm in Japan? First, very lit- 


interests of part-time labourers. The 
organismtons targm, prinorSy, males 
working as regular emphqwes Cwoompanhs 
towering high in the Japanese economy. 
Represoitatives of various official anions 
we spoke to wme quite outspolcen about 
this. Nor did they hide the fact that thtfr 
unions ‘harmoniousiy’ co-ordinate their 
strategies with management. 

The situation moreover has deteriorated 
since Sohyo, the trade union centre oriented 
towards the Socialist Party, forged links of 
intimate co-operation with the other, more 
right wing centre, which is tied to the Ubend 
Democratic Party. The new umbreOa 
organisation called Rengo pursue— 
according to researchers and activists 
interviewed—an openly imperialist policy. 
During the short period of its existence, 
Rengo has not left any doubt that it whole¬ 
heartedly supports Japanese capital’s exter¬ 
nal expansion. In India for instance, Rengo 
has already conducted a seminar in order 
to advertise the Japanese model of co¬ 
operation between management and labour. 

Secondly, the autonomous organisation 
of female part-timers and of other women 
combining waged with unpaid, household 
labour, is still m its infancy. Women initially 
also bore the brunt of the struggle against 
capitalist exploitation. The first strike 
erupted m 1886 in a silk-spinning mill. 
Women, in protest against an extension of 
the labour-time locked themselves in a 
temple. The action reportedly sparked off 
a wave of strikes in textile factories 
throughout Japan, heralding the awakening 
of a new class When however towards the 
end of the I9tli century the organised 
labour movement arose, it was completely 
dominated by men. I'he trade unions, ac¬ 
cording to the historian Tsusuki Yuko, 
targeted skilled, male labourers and pro¬ 
posed to e.xclude women from factory 
jobs! "* 

The history of the Japanese trade union 
movement has known its own distinct 
periods of bloom, it has seen tenacious and 
massive forms of resi.stance, such as after 
world war two, when the American occupa¬ 
tion authorities temporarily respected the 
right of workers to organise. In the wake 
of the defeat of fascism, when Japanese 
soldiers returned from the war from, the 
government sought to replace female 
workers with males. In some companies 
women fiercely resisted. There were massive 
strikes, e g, in the railways, against the 
government plan to dismiss 80,000 female 
employees, but these did not result in an 
autonomous structure. 

towards an Autonomous Movement 
OF Women Part-Timers? 

Yet although the history of indepedem 
organising is weak, a movement im^ 
gradually take shape. The insianqa asf 
autonomous organtsing aie small, but tell¬ 
ing. One of the factors which has ohn- 
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eh# imbqiui, Kcmdcry poikton of liemtk 
UdMwim. it • Mries of court cAet which 
unce the middle of the 19(0f have been 
instituted against sexual discrimination in 
company pmcttoes The court cases challeng¬ 
ed for instance, the fact that companies 
maintain special rules for the dismissal of 
women, by forcing them to resign at their 
marriages, etc. Some of the court cases were 
launched by women individually A few 
judges prohibited any discrimination against 
women, but th«r verdicts did not durably 
change company practice. Precedents were 
created, it is true. And thanks to the men¬ 
tioned court cases plus accompanying press 
reports, the unequal treatment was broadly 
pablicised 

Of greater value are those instances 
where sromen acted collectively and were 
represented by their own, autonomous 
unions Examples precisely of this kind are 
the court cases against the dismissals and 
discrimination by the electronic company 
Shin Shirasuna referred to above, and the 
trial recently held against another electroniis 
company, Sanyo Denki, by 15 pan time 
labourers Whereas several of these women 
had worked for 12 years under a subcontrac 
tor of Sanyo Denki, they weie suddenly 
dismissed three years back The coun ver 
diet cued on February 26, 1990, by the 
newspaper Matmdu Shmbun, stated "Even 
though they were part-time employees, the 
women engaged in the same basic tasks as 
regular workers Accordingly, dismissals 
should have been carried out by the same 
process as that for regular workers" 

What/brm of organisation of pan time 
labourers ofiers most prospects for success** 
One imtumve which appears promising is the 
Edogawa union Edogawa is the name of a 
neighbourhood in Tbkyo where many small 
companies are located—metal workshops, 
tin factories, workshops for the ironmg and 
packing of garments, etc The union is not 
a ‘normal’ umon, for it lues to gatha under 
one and the same roof male and female 
workers from different factories and 
workshops located m the same neighbour 
hood It explicitly champions, also, the in 
lerests of part time labourers (irievances 
which the union, according to spokesperson 
Obauisan. addresses include discrimination 
between regular employees and part timers, 
m terms of wages, social security, etc. The 
membenhip of the Edt^wa and other com¬ 
munity unions IS still rather liimted 30,000 
throughout the whole of Japan, Obatasan 
reports, adding that growth in membership 
has been steady over the last year Yet the 
community union may provide an answer to 
the circumstance that pan timers are scat¬ 
tered over many, small companies 

In any case; the autonomous organisation 
of women pan-timers should be vigorously 
stunulated, for they are a crucial ally for 
women workers elsewhere in Asia who are 
up agamst Japanese capital In order to once 
more underhne the potential, let us lastly cite 
the example of the combativity of the 
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procctiiiii oompany Man. Mere; 
female part-timers founded a umon to resist 
the heavy workload which itself resulted 
from the stiff competiuon between labour 
groups. The women also intended to protest 
against the low wages (only 430 yen per 
hiw). The management’s reaction was, first, 
to dismiss staff members of the union 
Women then staged a whole round of strike 
actions The confrontation reached a climax 
when women, throu^ pickets, tried to 
obstruct the transfo- of machinery entrusted 
to gangsters by the company Though the 
removal of the factory could not be 
prevented, part-time labourers continued 
resisting They started boycott of food pro 
ducts of Tsuki Man, and brought the fight 
against the unjust dismissals to the court 
The battle of Japan’s new labour 'reserve 
IS on* 


Notes 

I A remarkable discussion about the sexual 
division o1 labour as it used to exist in the 
tobacko industry an be found in Ldiih 
Abboth, rmploynieni of Women iii In 
dustry C i^armaking-Its Histoty and 
Present lendcnuts in Baxandall Ciordon 
and Reverby Amerua‘s Workmi; Homtn 
A Dotumf/iian Hniorv—1600 to th( 
Pretem (Vintage Books Nesv Voik lOlb 
p87) 


2 The figure has been derived from the artiklc 
by Fujita Kumko Women Workers State 
Policy and ihe International Division o* 
Labour The Case of Silicon Island m 
Japan' (The Bulletin of Coniemed Asian 
Scholars Volume 20 Number 3 1988) 


according to Fujita Kumko tniegraicd cir 
cults produced on Kvushu island Lonstiiuie 
10 per Lent of world output in Silicon 
valley in the United States. 25 per cent is 
manuiactured 


3 The water production in Scotland, and the 
polarisation existing in this section oi ihe 
electronics industry between highly skilled 
male personnel and less skilled female 
workers, has been desciibed well by Swasii 
Muter in Common Faic Common 
Bond—3komtn m the Global Lconoms 
(Pluto Press london, 1986 p81 7ht Uec 
ironies Industry in Britain and Ireland’) 


4 This was mentioned amcmgsi others in Ihe 
rejiort of an internauonal meeting on 
micro-chips’ technology, held m Manila, the 
Phibppines, in 1986 ‘f torn Bonding Wires 
to Banding Women (published by the Cen 
tre for Women's Resources, Quezon City, 
1%8, pp 19 and 27), Mary Hancock in 
‘Hansnatioiial Production and Women 
Workers’ (in Migrant Wamen’s Labour 
edited by Annie Phizackiea. Routledgt 
1983, p 131) stales “The most common 
complaint is dttenoraiirg eyesight and 
frequent headaches caused ihrough ihe 
dally use of a microscop-- for nght hours 
to can y out the fine assembly work on elcL 
ironic components”, according to her 
figures, in many of the factories up lo 50 
per cent of Ihe women assembty workers 
compiam of detenoratinii eyesight afl« | 


(0 thrte ydttft of <mMk. 

5 According to 0«y SaXoaiiottM; if # (Om- 
nansoii be dawn with other Mxtdra’ produo- 
mg centres in the world—with Bombey in 
India, for instance; and vnUi Lowell in 
Massachusetts, in the United States—the 
percentage of female labourers was highest 
in Japanese textile mifls (see the book, 
edited by Hugh Pstnek, Japtmtse lu- 
dusirwlisation and Us ConsequenceSt 
University of Califoraia Press, 197^ p 101) 

6 hgures about the working hours ui the iilK 
and Lolinn textile mills have been drawn 
from the article by Tono Harui, ‘Japan’s 
Industrialisation and Women Worken’ 
(see Industrial Women Workers in Atui', 
Homens Journal jointly distributed by 
ISIS International and the Committee for 
Asian Women, Rome/Hong Kong, 1985, 
p48) 

7 A lively description of the working condi 
lions winch prevailed in the Japanese textile 
mills during the early phase of the coun 
uv s industrialisation may be found in 
Yasue Aoki Kidd ‘Women Workers in the 
Japanese Cotton Mills 1880 1920’ (Cometl 
University last Asia Papers Number 20, 
Ithaca New York) Kidd s siorv is piimanly 
based on the account ol a worker Hosoi 
Wakiru, who was employed in a cotton 
spinntry from 1908 till 1925 

h Sin Kaiasama the founding father Of the 
lapanese socialist movement in his book 
Iht Ijihour Mosemeni in Japan (Chicago, 
C harles kerr 1918 p ^7) illustrates what 

I lutsomc consequences the imprisonment 
lit Icmalc factors workers at limes had, ac 
Lordinj, 10 him Jl young women were 

II asicd alive m the dormitoiy of one spin¬ 
ning mill when a lire broke out, the women 
du d because the doors and windows of Ihe 
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9 Riradtscuuion on the taw regarding tem- 
potary labourers (called ‘arbaitcr’), which 
was introduced by the government in 1986, 
see The Ibmpoiary Workers’ Employmem 
Act—Hvo Yfcars after Its Pr^ge*; in the 
newsletter of the Centre for Asian Women 
Worknrs' Fellowship, Resounx Maunals on 
Htnnen’s Labour in Japan, No 3, June 
1988, p 3. 

10 Accotdiiut to Annavajhula JCB (‘Japanese 
Subcontracting Systems* in Economic 
and Mihcai HMcly, February 25, l9iiy, p 
M-23) a home worker earns an average of 
244 yen per hour, which contrasts sharply 
with the 1.239 yen per hour which a full¬ 
time employee m the raanufactunng sector 
on the avenge earns; thus, according to this 
source, the hourly wage of a home worker 
it merely one-fifth of that of a regular 
worker. 


It See Miyoko Shtoawa and Michiko Hiroki, 
‘Discrimination against Women Workers in 
Japan’ (Asian Women Workers Centre, 
Ibkycs Japan, 1988, p 19); according to this 
same source, laws were adopted in'1972 and 
1974 specifically to promote the employ¬ 
ment of women along the pattern oi the M- 
curve (namely, the ‘Women Welfare Art’ 
and the ‘Employment Insunnee Act’) 

12 The Analysis ot Labour Economy', an over¬ 
view published by the Ministry of Labour 
(July 1989), states' 'Fbmate part-time 
workers earned about 70 per cent of the 
amount of earnings for regular female 
workers in 1987, thus evidencing a fairly 
wide disparity in wages between the two 
segments. The sequential disparity in wages 
has tended to widen since 1975’ (p 4) 

13 See Michiko Hiroki, ‘Child Care and Work¬ 
ing Mothers’ in Resource Materials on 
Rbmen’s labour m Japan, No 3, June 
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14 A good description ot Shin Shirasuna> 
expansion poticy, and of its consequences 
for female labourers in Japan and in 
Ihiwan, can be found in the article by Ibno 
Hnrui, ‘Women Workers and the Multi¬ 
nationals: The Shin Shirasuna Case’ 
MMPO-dapan-Asia Quarterly Review 
Volume ZO, No 4, and Volume 21, No 1) 

15 Rn- an overview of the social disen 
minalkin against Japan’s untouchables, the 
‘Bmakumtn’, see the publication Japanese 
Mk^illes (Minority Rights’ Group, 
London, 1983, p 4); for details on the 
hungerttrike of South Kwean women 
workers In Japan (see also the Asian 
Rbmen i¥orkers’Newdetter, Committee of 
Asian Women, Hong Kong. March 1990). 

16 Personal interview ot Tittsuki Yuko, 
February 15, 1990; accordii^ to Kazuko 
Ihnaka, the early strikes of factory women 
workers were remarkably successful: ‘The 
strikes in this early st^e almost always 
nsulied in a victory for the svotnen wotters, 
because the owners had as yet no strategy 
to suppress these strikes’ (see A History oj 
the Women's Movement in Modem Japan 
(Japan, January 1977, p 23). 
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NOTICE 


1. It is hereby notified for the information of the public that Greaves 
Cotton & Company Limited proposes to make an applitattirm to Cen¬ 
tral Government in the Department of Company Affidis, New Delhi, 
under Sub-section (4) of StKXlon 23 of the Monopolies and Restric¬ 
tive Ihtde Praaiecs Act, 1969, for approval to the takeover of Auto 
Division of Brooke Bond India Limited. Brief particulais Of the pro¬ 
posal ate as under: 1. Name and address of the applicant: Greaves Cot¬ 
ton & Co Ltd., 1, Dr V.B. Gandhi Matg, Bombay-400 023. ii. Name 
and address of the undertaking the whole or part of which is proposed 
to be taken over and the manner of acquisition of shares, acquisition 
of control or management, whether by the acquisition of the 
ownership of the undertaking or under any mortgage, lease or licence 
or under any agreement or other arrangement: Auto Division of 
Brooke Bond India Limited By purchase for cash coruidetation 

iii Management structure of the applicant: The applicant is 
managed by the Managing Director subject to the superintendence, 
control and direction of the Board of Directors of the Company. 

iv a Capital structure oi the applicant. 


Authorised Capital (as per Balance Sheet as at 31.3 90) 

25,000 15% Cumulative Redeemable Preference shares 

of Rs 100 each 25,00,000 

10,50,000 Equity Shares of R.s 100 each 10,50,00,000 

10,75,00,000 


Lssued. Subscribed & Paid-up Capital 


20,265 15 % Cumulative Redeemable Preference 
Shares of Rs 100 each fully paid 

* 9,85,687 Equity Shares of Rs 100/- each folly 

* Since split up into shares of Rs 10 each 


20,26,500 
paid 9,85,68,700 

10,05.95.200 


b The undertaking pniposed lo be taken over Auto Division trf Brooke 
Bond India Limited v l.ine(s) of business of the undertaklr^ which 
will or is likely to emeige as a result of the proposed takeover; The 
manufaauie of 2/3 wheelers vi Consideration for the takeover: Rs. 40 
lacs, vii Scheme of Finance indicating the source(s) of finance for the 
proposed takeover: Out of internal generation. 

2. Any person interested in the matter may make a representation to 
Seercury, Department of Company Afhiirs, Government of India, 
Shastri Bhavan, Dr Rajcndra Prasad Marg, New Delhi, within 14 days 
from the date of publication of this NOTICE, intimating hit views on 
the proposal and indicating the nature of his interest therein. 

SdA 

K. SriARAMAN 
SECREIARY 

Date: 3. 6. ’91 
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Discussim^ 


Excess Growth of Tertiary Sector 

B B Bluttadunrya 
Amp Mltn 


IN lC^)onle to our paper [Bhattachaiya and 
Mitii, 1990] Nagarti [1991] questions the 
empirical justifiution of ^ proposition 
concerning the excess growth of the tertiary 
sector. He presents some empirical evidence 
to indicate that the tertiary sector already 
had a high inidal share in net domesuc pro¬ 
duct and in subsequent years has grown 
slower than the secondary sector. He; how¬ 
ever; concedes that during the period 1966-67 
to 1976-77 the tertiary sector has grown 
faster than the secondary sector. But for the 
period as a whole (19S0-S1 to 1987-68) and 
especially ih the duties the tertiary sector 
has grown slower than dm secondary sector. 
Also he argues that the rate of growth of the 
percentage share of tertiary sector in NDP 
has been slower than that of secondary 
sector 

It is important to note in this context that 
the main thrust of our patier has been on 
balanced growth between commodity pro¬ 
duction and tertiary income (hmceforth 
commodity balance) and not on the relative 
growth of the secondary and totiary sectors. 
If the tertiary sector grows much faster than 
commodity production, then it may result 
in inflation and/or balance of payment pro¬ 
blems. There is, as of now, no deflmte norm 
regarding the relative growth rates of income 
generated in the tertiary sector and the 
output produced in the commodity sector 
However, it is obvious that if the tertiary sec¬ 
tor apands rapidly and the gap between the 
growth rates of the tertiary sector and the 
conunodity sector widens, then it would have 
adverse implications for inflation and 
balance of payment. In our paper we have 
presented evidence to show that the growth 
of income origmating from the tertiary sec¬ 
tor has been unrelated to the growth of in¬ 
come from the commodity sector and this 
has aggravated the inflationary and balance 
of payments situation m the country in the 
recent yean. 

'ftUe 1 presents the growth rates of NDP 
and value added originating from secondary 
and tertiary sector. It miQr be noted that the 
avenge annual growth mte of the tertiary 
sector has always been higher than that of 
the commodity sector. More importantly, the 
growth diRerentialt between the two seem 
to haw Increased ewer time and in particular 
during the eighties when the industrial sec¬ 
tor has experienoed a qiurt. Thus the com¬ 
modity balance does not seem to have im- 
prawd even in the eighties. 

Ewn if we confine ourselves to the per¬ 
formance of the secondary vir-ff-vis the ter- 
daiy sector, it may be not^ from Nagaiaj's 
[1991] own evidence Clhbie 2) that (he secon¬ 


dary sector has grown faster than the ter¬ 
tiary sector only during the first phase of 
industriaUsation: 19S0-S1 to 1965-M. in the 
subsequent periods the tertiary sector has 
been grown than the secondary sector. 
It is quite natural that in the early phases 
of industrialisation the growth rate of the 
secondary sector, with a very low initial share 
in NDP, h likely to register a relatively higher 
growth rate than the other sectors. Even if 
we consider his ’Able 1, we may note that 
the percentage point increase in the share of 
the tertiary sector in NDP (13.1) has been 
higher than that of the seconitary sector 
(11.2) during the period of 19^51 to 
1987-88. Thus in this sense our contention 
that even for the penod as a whole (i e. 


19S0-51 to 1987-88) the tetdary sector has 
grown relatively faster seems to be Jusdflad. 
However, the rare of growth Of the peieen- 
tage share of the tertiary sector in NDP 
could be'lower than tint of the secemdary 
sector as shown by Nagarej [1991]. But the 
growth rates of the sectoral shares am not 
the proper measure of sectoral perfiemi s ewfc 
liie central thesis of our paper was that 
the tertiary sector in India has been gtowiiig 
much in excess of the demand geneimed for 
services by the commodity sector, la oiv 
paper we have substantial^ this point in 
terms of the income linkages. Howewr, it 
may be aigued [Edgren, I990]that altbough 
tertiary sector income it not directly related 
to coihmodity sector income, the latiei; 
especially manufacturing output, may 
generate employment in services through its 
multiplier effect (e g, servicing, transporting 
and marketing of manuhctuied products). 
The manufactunng sector may therefore 


Tabu I Sictorai Growth Ratfsoi NDP, 1950-51 10 1987-88 

(Penxnt per annum} 


Period 

NDP 

Commodity 

Sector 

Tertiary 

Sector 

GRD 

1950-51 to 1965-66 

36 

34 

42 

0.8 

1966-67 to 1975-76 

3 3 

30 

41 

1.1 

1976-77 to 1987-88 

41 

34 

54 

10 

1980-81 to 1987 88 

47 

38 

62 

2.4 

1950 51 to 1987-88 

35 

29 

46 

1.7 


Notes (I) GRD is (eniary sclioi growth rate minus lommodity sector growth rate. 

(2) Commodity sector is delmed as the sum of primary and secondary sectors. In our 
earlier paper [Bhaitacharya and Mara, 1990] the commodity sector was defined as 
sum of agrisuliure, forestry, and manufacturing sectors only In this note sve have 
made the definition consistent with the sectoral classification used by Nagaiai [1990], 

(3) Figures in the table refer to exponential growth rates. 

Source- Central Statistical Organisation, National Accounts Statistics (New Senes), 1989 and 1990. 


Tabu 2. Relationship between Tlptiary SEc^oR Employment and Income in TERTiAinr and 
CoMMOoiiY Sectors at the State Levei 


libar 

Intercept 

InMFCI 

ItlTERI 

IrAGI 

R* 

1983 

-8 012 

-0112 

1.091 


.82 

(15 obv) 

(-3159)* 

(-0.439) 

(3.049)* 



1987-88 

-5 949 

0119 

0978 


78 

(15 obs) 

(-2 40I)* 

(-0472) 

(2.831)* 



1983 and 1987-88 

-7 333 

-0135 

1.074 


.80 

(30 obs) 

(-4.350)* 

(-0.778) 

(4.518)* 



1983 

-9.956 

-0.008 

0.772 

0.335 

.86 

(IS obs) 

(-3.747)* 

(-0.032) 

(1.991)** 

(1.635) 


1987-88 

-7.785 

-0.110 

0.884 

0.197 

JO 

(IS obs) 

(-2.570)* 

(-0.437) 

(2.487)* 

(1.045) 


1983 and 1987-88 

-9.185 

-0101 

0.925 

0230 

J2 

(30 obs) 

(-4.743)* 

(-0.604) 

(3.786)* 

(I.7S7) 



The genera) functional form is: 

In TEREMP « e + |1 In MFGI -f t In TERI (and -e d In AGI) 
where TEREMP - Ifertiary sector employment, 

MFGI • Manufacturing sector income at 1970-71 pnee, 

TERI - Ikrtiary sector income at 1970-71 price, 

ACl - Agriculture sector income ai 1970-71 price. 

In - Natural log, 

* and ** > denote significance at 5 and 10 per cent Icvds respectively. 

Souiter. (I) Central Statistical Otganisation, Estimates of State Domaiic Product, 1919. 
(2) National Sample Sui^, 38lh and 43rd Rounds. 
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bwditte 0f through 

emptoytneiit pnention. There was an ac- 
edemtion in the growth of manufacturing 
output in the 80s. It is thoefore worth 
tixamiiung the impact of this on employment 
h> services. But an emimcal investigation of 
this hypothesis can be done only at the cross- 
‘section level because time-series data on 
cmpicytnent covers only the organised sector 
oT the economy. The information on employ¬ 
ment (principal category) from the National 
Sample Survey, 38th Round for 1983 and 
43rd Round for 1987-88, are utilised for this 
purpose. The corresponding data on State 
Domestic Product are taken from the Cen¬ 
tral Statistical Organisation. The regression 
results (Thble 2) however do not support the 
hypothesis mentioned above. Given tertiary 
sector income the partial elasticity of tertiary 
employment with respect to manufacturing 
(and also agricultural) sector income turns 
out to be statistically insignificant. It may 
be noted that the data on tertiary sector 
employment here includes that in public ad¬ 
ministration which is generally not influenc¬ 
ed by multiplier linkages. However .since data 
on emplayment in 43rd Round does not 


THE article ‘Empowerment ol Women; Its 
Scope in a Bilateral Development Project* 
by Loes Schenk Sandbergen (i.'PH', Review 
of Women Studies, April 27) mms to be 
more indicative of the extravagant dissipa¬ 
tion of resources in bilateral aiding rather 
' than of any real change in the social status 
of women in a rural community. 

The government of India norm for 
installation of hand-pumps is one for every 
250 population. If individual family units 
can be pven a hand-pump just on the whim 
of a bilateral aid project, where is the 
iqdkatnlily? And again the article indicates 
that there was a marked impraveroem in pro¬ 
duction from zero to some (the quantity is 
not indicated) but fails to establish how it 
improves the social position of the women 
within the family or within the community— 
the “strat^c gender needs", as the study 
terms it. There has been a toidency to com¬ 
partmentalise the so-called practical gender 
needs and the strategic gender needs, 
whgreas a deeper insight into the chan^ng 
tunily situation would have given a better - 
picture of the definite linkages between the 
two. 

The study emphasises improved produc¬ 
tion of vegetable a lot, but gives no indica¬ 
tion of a cost-benefit analysis. The price of 
hand-pump installation is high, but the only 
indication of the quantum of economic 
returns is small quantity of vegetables” 
nnd, more spedrically, a small quantity of 
cociander tnves. There is no analyai of how 
autch (he hinily conaumes, how the money 


^ aepiMteM(HRjliaa94ft?«^^ in 

public adminittrBtioB wtHgooldnottepgmte 
it out from the total tertiary sector employ¬ 
ment. Despite this liinitatidn«eniiv broadly 
infer that not only income but also employ¬ 
ment in services appear to be erowing iude- 
pmdent of the commodity sector growth. 

Tb conclude, neither income nor employ- 
moit in services was signincantly influenced 
by commodity sector .income, especially 
manufacturing income even in the high 
growth pha.se$ of the eighties. It is in this 
perspective that the excess growth of the ter¬ 
tiary sector and its implications for inflation 
and balance of payment deserve attention 
of the policy-makers. 
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is utilised and how the production was 
undertalmn. There just seems to be an 
assumption that since the hand-pumps are 
in the names of the women members of the 
households, they would be liaving all the 
controls. In the case of site selection for 
hand-pumps, which was apparently done as 
per the wtmien's preference; there is no effort 
to see whether their opinion was influenced 
and to what extent. 

I regret to say that this article smacks of 
the typical elitist feminist view which gives 
prime importance to the woman as an 
isolated individual unit and almost com- 


thnwl and aeccaiaty menllrer of aa 
ad family and a complex rural wmwiMmity 
Putoping moneqr mw eflbet KHoe jnmeAaie 
changes which even the traditianal viHase 
heads would accept as th^ can way wed aee 
which side of their bread it buttmd. But it 
remains to be seen how far the changn 
would persist and to what extent diey are 
only plutic surgery. 

In conclusion. I feel it should be pointed 
out that this article only proves that bilateral 
funding also goes the way of moat tratd- 
tionai development efforts—to make the lidi 
even better off while leavii^ the poorer sec¬ 
tions barely touched. This is evident from 
the repeated mention of improveownt in the 
conditions of “women from somewhat bet¬ 
ter off households". Further, as the author 
herself admits in regard to irrigatkHi |ho- 
jects, . .any traditional agricultural 
employment generated by the irrigation 
facilities can be an important contribution 
to get more labour but it can also give more 
resources to landholding patriarchs to have 
more power in imposing control over the 
labour of landless women". And deveiop- 
meni experience indicates that the latter it 
what normally happens. 

I am surprised that EPW should have 
devoted so much space to prove that bilateral 
funding can effect any kind of empower¬ 
ment of the downtrodden or the oppressed. 
Empowerment of women, or any under¬ 
privileged group for that matter, can be 
realised only through a people's movement. 
If planners and policy-makers warn any pan 
in it they should think along the lines of 
generating employment to create asseu that 
can be controlled by women, or help them 
assert control over edsting tesouioes through 
selection of appropriate projects. Rather 
than working with the incUvidual it wouM 
be better if they adopted a community iq>- 
proach as empowerment can be reatised 
much more effectively by a group rather than 
by the individual. 
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Women in Ancient India 

THIS refers to Sukumari Bhattacharji’s 
‘Economic Rights of Ancient Indian 
Women’ (March 2-9). Her otherwise tren¬ 
chant presentation is vitiated by a startling 
i.iaccuracy on page Sil, column 2, paragraph 
3 She writes; “Devayani was part of 
Sharmishtha’s dowry; but Yayati who ma^ 
ried Sharmishtha enjr^ed Devayani slyly and 
begot Anu, Puru and Druhyu in her!’ This 
is unauthentic. The Mahabharata stales 
precisely the converse in section 75, verses 
34-35, section 81, verse 37, section 82, verse 
25, section 83, verses 9-10 of the Sambhava 
Parva of the Adi Parva. According to these, 
Devayani torccs Yayati to marry her, and 
takes Sharmishtha along with her as dowry. 
Devayani has Yadu and Turvasu as sons, 
while Sharmishtha solicits Yayati in secret, 
persuades him that it is his duty to satisfy 
her desire for chil^cn, and begets Druhyu, 
Anu and Puru thereby. It is not Yayati who 
approaches Sharmishtha but the other way 
about. Sharmishtha slyly enjoys Yayati. 

Bhattacharji also misrepresents the story 
of Madhavi on the same page. Yayati, not 
having 8(X) horses with one ear black each'-' 
as demanded by Vishvamiira of (iaiava as 
‘guru-dakshina’, gives him his daughter 
instead, since by giving hei in marriage to 
a king, Galava can obtain these horses. 
Unfortunately, Haryasva, to whom Galava 
goes first, has onlv 200 horses. 1 hat is when 
Malati herself, noticing the despair of 
Galava, tells him that she possesses a boon 
whereby she regains virginity even alter 
giving birth to a child. It is Madhavi who 
suggests to Galava that he should give her 
to four kings desiring sons, and thus obtain 
800 horses. Thereby, Haryasva, Divodasa 
and Usinara, each gets a son and Galava gels 
600 horses. To make up lor the missing 200, 
be gifts Madhavi herself to Vishvamiira, who 
begets Ashlaka, the rajarshi. It is this 
Ashtaka who saves his maternal grandfather 
Vbyati from falling into the earthly hell when 
he is thrust out of heaven. The ‘usage’ 
aspect, therefore, is a direct consl!t)ucncc ol 
M^dhavi’s own suggestion for rescuing 
Galava, and is mu imposed on her, for she 
could well have remained with the fust king, 
Haryasva, by keeping the secret of her boon 
safe. 

Actually, even prior to the pledging ol 
Draupadi in the dice-game, the use oi the 
woman as an object is first made by Kunii 
herself, the mother-in-law. While Arjuna 
and Bhima hold the incensed kings at bay in 
the bridegroom-choice arena, Yudhishthira 
and the twins scurry home. Thus, Kunti 
knows all about what has happened when 
Bhima and Arjuna come home with 
Draupadi. Kunti calmly asks the five 
brothers to divide the princess among them 
equally, and then gets extremely anxious that i. 
her word should not become false. Vyasa 
puts on a command performance with 
mythical talcs in order t« persuade Drupada 
to qgree to the polyandrous union, with both 
Kunti and Yudhishthira insisting that the 


mother’s command, once stated, must not 
become false! Similarly, Pandu directs Kunti 
which god she must sleep with on all three 
occasions for getting him foster-children. 
Like Madhavi, she announces the boon she 
possesses and does not mind being used as 
a child-producing machine. We have, 
therefore, to see the psychological make-up 
of the women themselves whereby they 
volunteer for such exploitation. Obviously, 
some sort of self-fuiniment is involved in the 
transaction and it cannot be treated 
simplistically as another instance of 
MCP-ism, particularly in Sharmishtha weara 
ing her net of enchantment around Yayati 
who has scrupulously been avoiding her. 
Calcutta PRADIP Bhattacharya 

Environmental 

Colonialism 

THIS has reference to your editorial ‘Global 
Warming: Environmental Colonialism’ 
(February 23). The Centre for Science and 
Environment (CSE) study has challenged the 
findings of the WRI report on global war¬ 
ming which puts the blame on developing 
countries for the occurrence of global 
warming. By losing the data from the WRI 
Report World Resources tiP0-9l. the CSE 
study examines the validity*of arguments 
and myths put forward by this study that 
India, China and Brazil are amongst the top 
five countries responsible for the global 
waiming. 

This is not the only study carried out by 
WRI which blames the developing countries 
for environmental destruction in the world. 
In fact, a few years ago, the WRI published 
a report for the World Bank and UNDP, 
Tropical Forests: A Call for Action. This 
study also put the blame on poor people, not 
prorit.s, for tropical deforestation and called 
for commercial forestry based on privatisa¬ 
tion to solve the problems of deforestation 
and poor. These arguments were used iy the 


Britishers to colonise our forest resources 
and now, through ‘scieminc', ‘objective' 
studies, these aiguments are being presented 
to us once again. 

It is high time that such studies by WRI 
and other similar institutes in the W^t are 
examined and exposed by research institutes, 
NGOs and citizen groups in Third World 
cou^ries. To counter the Wntem hqgemmy, 
we need to have more data base and scien¬ 
tific institutions to look into the en¬ 
vironmental and developmental issues, both 
global and local. 

Instead of seriously examining the issues 
of equity between developed and develop-* 
ing countries raised in the CSE study, Allen 
L Hammond of WRI ( Indian ^press, 
jRliuary 28) argues that such issues should 
only be discussed and negotiated in the con¬ 
text of a global climate convention and the 
United Nations Conference on Environment 
and Development to be held in 1992. Here 
again, there is a serious danger of over- 
representation'of environmental groups and 
institutes like WRf from the industrialised 
countries and marginalisation of popular 
Aivironmental movements and groups (such 
as the Ganga Mukti Angolan and those 
involved in the Baliapai struggle in India) 
from the Third World countries. There is a 
growing concern and consciousness in the 
Third World countries about the need to stop 
the construction of environmentally destruc¬ 
tive developmental projects tike big dams, 
nuclear mining projects, tourism, etc. But 
the voices and views of environmental 
movements and groups who are involved in 
such struggles- will not heard if mere 
tokenism prevails. Therefore, it is the respon¬ 
sibility of environmental groups and 
movements from the Third World countries 
to come together, build solidarity and 
alliances with like-minded groups from 
developed countries .so that real issues related 
to environment and development can be 
discussed and debated in the conference. 

Kavai Ji'i Singh 
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Did Myths 


Nl wonders what iht CPI(M) hopes to gam by running 
with the hares and hunting with tht hounds The senes of am 
ivalent statements made by us ditterem leaders in the wake of Rajiv 
andht’s assassination definitely show up the party in pooi fighi 
he assassination seems to have sent the leaders scurrying m dif 
rent directions Utterances made by one leader need to be clarified 
y another the next day while some other day anothei leader says 
imething utterly different 

What, lor instance, is one to make of fyoti Basu’s reaction to 
ajiv Gandhi s assassination as telecast on Doordarshan the next 
ay'^ Basu was quoted as saying that the event struck a blow at the 
ation s stability’ So, are we to understand that Rajiv Gandhi sym 
olised stability’’ This exactly is the claim which was being made 
V his party in the election campaign Yet all these months the 
HI(M) was telling us that it was Rajiv Gandhi who had destabilised 
le country by his policies Now, after Rajiv Gandhi s shocking 
rath has a veteran leaden like Jyoti Basu been swept off his feet 
nd stampeded into joining the chorus about loss ot stability as 
rchestrated by the C ongressfl)’’ Even more intriguing have been 
ie doings of anothei C PI(M) leader, Harkishen Singh Surject At 
time when the Congress(I) was in the throes of a crisis over the 
iioice of Its leader Surjeet arrived on the scene to reassure the 
diion, at a press conicrence in Delhi on May 27, that there was 

10 crisis’ in the C ongtess over the election of a new party president 

1 1 It really necessary for this eminent CPIfM) leader to become 
spokesman ol the f ongiess(l)’ 

Soon after ihc election of P V Narasimha Rao as the Congress(l) 
resident, the C PI(M) general secretary F M S Namboodiripad 
ddressed a letter to him, which was almost grovelling in its appeal 
i ihe C ongress(i) to re examine its attitude towards the Left parties 
before the polls took place m Ihe remaining Lok Sabha and 
ssemblv constituencies), while complaining about Congress(l) 
Hacks on his party cadres m West Bengal, Tripura and Kerala 
lamboodiripad expressed the hope that Narasimha Rao would com 
leic the piocess ot restoring inner party democracy m the 
ongressfl) One fails to understand why a professedly self reliant 
nd independent party has to depend on changes m the Congress(l) 
iganisation and to seek its favours following reports ol confu 
I'm among the party ranks and speculation m the national press, 
spokesman of the CPI(M) sought to allay misgivings by issuing 
statement on June 1 saying that there was no question of the 
PI(M) joining hands with the Congress in any post-election 
-enano Jyoti Basu, talking to reporters at the Calcutta airport 
efoie leaving for a holiday at Digha, also hastened to reiterate that 
iere was no question of any realignment of political forces in the 
ost poll scenario 

But these clarifications notwithstanding, the CPI(M) leaders need 
3 do a lot of explaining It is not without reason that E M S 
lamboodiripad, Jyoti Basu and Harkishen Singh Surjeet, among 
ne party’s poliiburo members, have somehow managed to acquire 
le reputation ot nursing a soft spot for the Congress(l) in general, 
nd certain people in that party in particular Jyoti Ba»u, for 
istance, had established a personal rapport with Rajiv Gandhi in 
^ent years and had succeeded in neutralising him during the elec 


tioii campaign in West Bengal, much to the chagrin ol Ihe State’s 
C ongressfl) leaders and cadres Tht latter quite openly expressed 
their resentment at the conspicuous absence of any ami Basu tirade 
III Rajiv Ciandhi s speeches at election rallies in the State Jyoti Basu 
tor his part is on record as having said that in the event of a hung 
parliament, his party would support any government at the ( entre 
on an issue to issue basis Was this an indirect wav of reassuring 
the ( ongressfl)’’ As tor Surjeet, his party’s bleak prospects in the 
Punjab elections seem to have brought him closer to the Congressfl), 
whose support he needs to get the polls in that State postponed 
N 4 mboodiripad’s pro Congressfl) stance, however appears to be 
contrary to the stand taken by chief minister £ K Nayanar in Kerala 
Soon after Namboodtripad’s appeal, Nayanar at an election rally 
in Kochi, lambasted the Congressfl) leadership and roundly blamed 
It lor Rajiv Gandhi’s assassination It seems, therefore that 
Namboodiripad’s views are dictated more by his concern for the 
post poll national scenario than by the immediate local electoral 
interests of his party in Kerala 

What apparently brings together these leaders is the pica that 
the BJPVHP combine and the secessionist forces in Punjab and 
Kashmir must be fought by allying with all secular forces, including 
■he C ongressfl) This view is, it seems, shared by sections of the 
C PI as evident from the ‘open letter to C ongressmen’ addressed 
bs the C PI MP, Chaturanan Mishra, on June I, in which lit calls 
lor a “national consensus among secular parties" in the situation 
brought about by Rajiv Gandhi s assassination which is described 
as ‘ not just the assassination of the president ot a parly but a 
‘national tragedy” Mishra s desire to identify Rajiv Ciandhi with 
Ihe Indian nation is just a step ahead of Jyoti Basu’s identification 
of Rajiv Gandhi with stability Not to be left behind, the C PI 
leader requests secular parties like the Congressfl) to abjure alliances 
with communal and divisive parties either in goveinmeiit or in the 
opposition” 

While the concern expressed by the CPIfM) and the CPI about 
ihc rise of communal and divisive forces will be widely shared, it 
IS rathei intriguing that they should appeal to a party which during 
Its rule at the Centre, and in seveial States, for most of the post 
independence era, had fostered the rise of the same communal and 
divisive forces which the Left is trying to fight How can the C PI(M) 
forget that it was Rajiv Gandhi who inaugurated his election cam 
paign in 1989 by taking the name of Rama at Ayodhya’’ How can 
It forget that it was Indira Gandhi's Congress which propelled 
Bhindranwale to serve its interests in Punjab leading eventually to 
the present imbroglio there’’ How can it ignore the communal riots 
that have taken place in States ruled by Ihe C ongressfl), or the direct 
involvement of Congressfl) leaders in the massacre ol Sikhs in Delhi 
and other places in October November 1984'’ 1 hose leaders are still 
around and are dictating the policies of the Congressfl), to which 
the C PIfM) and CPI are making appeals for an alliance of secular 
forces L an such an o^anisation by any stietch of the imagination 
be described as secular^ How much longer will it take the Indian 
communtsuto purge themselves of the myth that the Nehru dynasty 
and Ihe Congress Party can be the only bulwarks ot stability and 
secularism in India’’ 
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URBAN M£^ 

Vicdins of Neglect 

THE deluge which hit Bombay city last 
week and disrupted city life for several 
days IS not only a cause for concern to the 
city administrators and citirens, but is a 
worrying comment on the neglect of ur¬ 
ban planning in general There is no de¬ 
nying that the volume ot rainfall in those 
two days, “the worst ever since 1952”, 
would have put a strain on the most effi- 
aent of water carriage systems—the heavy 
downpour combining as it did spec¬ 
tacularly with high tide in Bombay’s big 
drain, the Aiabian sea But equally, the 
drainage system, designed almost a cen 
turv ago, has long been showing signs of 
breaking down The storm water drains 
reportedly cuss cross with the city’s 
drainage system and in times ot stress, as 
when there is an excess ot watei the two 
systems tend to break down together, 
making the piocess ol water drainage 
almost impossible 

long ago a lepori had iicomnieiidcd 
desiltiiig of the drains as an urgent 
measure but notliine much seems to have 
been done on this count Neither the 
drainage system nor tin storm water 
system is adequate loi the demands ol the 
city, esen without the ‘mis which is 
bound to take place during the 
monsoons - the latter appaitntiv is 
capable ot taking care ol about an inch 
of ram a day, but in the last mans scars 
Bombay has been receiving as much as 
two inches a day on many days (and m 
4 24-houi period last week as much as 
over 1 inches) C learly, while theie has 
been much discussion about these issues, 
no long-term measures have been im 
plemented m a long while to alter, ledesign 
and expand the walci and drainage 
systems (not to mention the water supply 
system which is quite another agonising 
concern) In short, little cognisance has 
been taken of the expanding city and its 
needs And it this is the situation in Bom 
bay, which is generally thought to be the 
best administered as far as civic anieniiics 
are concerned, iv there any reason to 
beliese that other cities are better 
maintained'* 

On the coniiary, the geneial neglect ol 
urban planning over the decades has led 
to a proliferation ol urban problems 1 or 
example, among the reasons for the 
flooding in Bombay in areas which had 
never before been so aftecicd were the un 
collected garbage and the debris from un¬ 
finished road work which obstructed the 
flow of water The Bombay Municipal 
Corporation employs perhaps the largest 
number of workers lor garbage disposal 


and iw adopted tonie modem methoda 
of disposal, such as compacting, etc. 
These are, however, becoming increasingly 
inadequate. And sadly this is the case in 
most urban areas, including the pro¬ 
liferating small towns. 

This unconcern for all-round planning 
has also meant a neglect of the possible 
consequences of new development. For in¬ 
stance, in Bombay, reclamation of land 
from the sea has been taking place at an 
increasing pace both at the southern tip 
as well as further north on the city’s 
western side. But there is no indication 
that these projects had ever given thought 
to how the land fill would affect the tide 
patterns on the city’s shores and, conse¬ 
quently, how It would affect the city’s 
drainage systems during the monsoons 

As usual, the worst affected in last 
week’s deluge were the slum- and 
pavement-dwellers who comprise most ol 
the one lakh people rendered homeless 
While the middle class wet its feet, the 
working class populations nearly got 
drowned or lost most of ihlli meagre 
belongings and shelter, such as it was And 
this IS what happens every year Since 
these sections have been relegated to the 
status of ‘illegal' occupants bv the city ad 
ministration, then loss is never estimated 
nor, ol course, compensated And yet their 
ranks arc swelling not oiilv in the laigc 
cities but in the smallei ones as well 

111(1 IONS 

Biased High-handedness 

FKISIDENI R Vcnkdtaianiiin's recent 
exhortations lo the nation over the ladio 
and IV neiwotks to ensure ‘tree and tan’ 
elections may have been well inlentioned, 
but they lacked eflective appeal because 
of some other contradictory signals from 
New Delhi about the same time These 
signals came from the chief elec non coni 
missioner ((IC) whose conduct is the 
most (rucial in determining the degiec of 
freedom and fairness ot the electoral 
exercise 

One lelers to the CLC’s latest decisions 
regarding the two Slates of West Bengal 
and Tripura In the first State he has 
ordered rcpolling in 40 booths, nicrely on 
the basis of some complaiiiis made by the 
C'ongress(l) candidates, while in the se¬ 
cond Slate he has refused to postpone the 
polls despite repeated complaints by the 
Ijeft Front about widespread Congress 
violence against the opposition parties— 
complaints which were substantially sup¬ 
ported by the contentions of 10 IAS of¬ 
ficers of the State 

The blatancy of the CEC’s protection 


to the Qnigi«M(t) Hotenee fa‘tHpiim 
not escaped the notice and oommenu of 
quarters which can be least suspected of 
harbouring any pro-Left bias. Thus, the 
Agartala correspondent of The Tilegniph 
referred more than once in his report 
datelined June 8 to the Congr^l) 
violence against the Left Front in the wake 
of Rajiv Gandhi’s assassination. The 
Statesman, Calcutta, even devoted a 
leaderette titled ‘Blind Man’s View’ in its 
issue of June 9 indicting the CEC for 
“allowing Congressfl) hoodlums in the 
State [Ihpuia] to get awav scot-free*’. 

Contrast to this the CEC’s fiat to the 
West Bengal government to hold repolls 
in 54 polling stations of the Howrah 
parliamentary constituency and six poll¬ 
ing stations of the Asansol parliamentary 
constituency—15 days after the first polls 
and even though there was no report of 
any irregularity from the returning of¬ 
ficers concerned, indeed even after the 
returning ofticers concerned had replied 
10 his quei lies that there had been no in¬ 
cident of booth capturing in anv of these 
const It uem ICS 

Against this background, the presi¬ 
dent's cxhortatKMis lor tree and fair polls 
gets further compromised as the CEC 
makes It a point to publicise his frequent 
meetings with the former while pursuing 
his jppaiently unfair policies 

SOVIl I UNION AND Ci 7 

Unreal Expectations 

UNf thing IS now ceitain Mikhail 
Ooihachev is going lo london to address 
the Cl 7 summit on July 17, the day the 
summit concludes its regular business 
The British, the hosts this time, emphasise 
that (lorbachcv is not to participate in the 
summit meeiing, he is only to address the 
summit participants alter the regular 
meeting 

Gorbachev has made no bones about 
why he is so very keen on going to the G-7 
summit His purpose is to plead for sup¬ 
port for his economic reform programme 
And the support he seeks is not small; the 
sum mentioned is S ISO billion over the 
next five-year period An advance team 
headed by Yevgeny Primakov, the man 
Gorbachev deputed to put some sense mto 
Saddam Hussein on the eve of the Allied 
ground attack against Iraq, was in 
Washington to explain Gorbachev’s 
leform programme. 

Significantly, while George Bush keeps 
on promising support to Gorbachev per¬ 
sonally and to his perestroika-^‘1 want 
perestroika to succe^” are George Bush’s 
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«xad soon after Primakov’s 

Wuthington visit, the US secretary of 
sute, James Baker, in his address to 
NAIO foreign ministers rejected outright 
notions of massive Western aid to the 
Soviet Union when he said, “I don’t 
honestly think we can catalyse Soviet 
reform through a big-bang approach” At 
the same time, though. Baker was setung 
conditions for whatever support might be 
torthcoming from the West His four con¬ 
ditions <vere that the Soviet Union must 
make a clear move “to embiace a real 
market ’economy", stop repressing the 
“independence-minded" Baltic States, cut 
military spending and end aid to “regimes 
that pursue internal repression” Baker 
made it clear subsequently that he had 
C uba m mind when he refei red to regimes 
practising internal repression Evidently, 
however much the US is inclined to be 
supportive towards Cjorbachev and his 
reforms, it does not envisage pledging of 
hundreds ol billions oi dollars 

OI course, the US itself is in no posi 
tion to pledge the large sums Gorbachev 
IS aiming at and Gorbachev should know 
this The US has been, and continues to 
be, an importer of enormous amounts ot 
foreign capital Even today it is running 
a current account payments deficit ot $ 
100 billion The US eronomj is being sus 
tamed by massive inflows ot funds from 
lapan Germany and oiher countries, with 
no mean contributions coming from 
countiies like South Koiea and laiwan 
So, if substantial pledges have to be made 
to the Soviet Union, it could adversely af 
Icct the flow ol funds not onis to East 

I urope and the I hird Woi Id, but also to 
the US Ol course, it one posits a reversal 
ol the current recessionary trends in the 
West and piojects a scenario of reasonable 
growth, say, at 3 pei cent pei annum, as 
against the present level of less than 2 per 
cent, accommodating an export surplus 
ot $ 30 billion with the Soviet Union 
should not be difficult But then there has 
to be thinking at a very different level one 
that transcends the immediate interest ol 
each ol the countries (oncerned t»or 
hachev is possibly counting on that but 
isn’t he day-dreaming > 

BALAlMCb Ol PA\MINTS 

All-Too-Brief Respite 

II IS, of course, verv disturbing that the 
country is being driven lo dip into its gold 
holding 1 he decision ol the goserninent 
lo taisc, through the State Hank of India, 
a loan jf S 200 million on the strength ol 
a swap arrangement involving 20 tonnes 
ol gold out ol the confiscated stock with 
the government may well be the begin 


Ring. Alter all, with as much ai $ 4 bflbon 
of revolving debt and wuh loreign ex¬ 
change reserves having receded below the 
$ I billion mark, it was a matter of weeks, 
if not days, belore some such a step had 
to be resorted to 

The hue and cry being raised in certain 
quarters about the inadvisability of the 
picsent government resorting to the gold 
swap IS totally unjustified Precisely 
because the present government is a 
caretaker government, it has gone m lor 
a swap and not an outright sale This gives 
any successor administration the oppor 
tunny to rescind the swap it it can work 
out some other arrangement for raising 
the required funds Indeed, the successor 
administration, whatevci its hue, will have 
to think on those lines for the simple 
reason that the country s gold icscrvcs, in 
eluding the stock ot confiscated gold, do 
not add up lo much At the prevailing in* 
ternational price ot gold, its value will 
work out to around S 4 billion, at the out 
side Iheie is also an added leason 
Precisely because it is a swap arrangement 
and not an ou'iighi salt, the amount 
realised seems to be 2*i per tent less than 
what could have been realised fiom 
outright sale at (he cuiicnt international 
price of gold 

Of course, the very Inst task of the new 
administration will have to be to sort out 
(he arrangements lot tackling the coun 
trv s ciitical payments position The stop 
gap aningcment made by the present 
caretakci government may well give the 
new administration some bicathing space 
and lor that it should be thankful, but the 
respite will not last vciv long 


Df FLNC I 

For US Eyes Only? 

SI RANGE arc the ways ol our defence 
establishment It withholds even the most 
innocuous information from the public on 
gtounds ol ‘national security’ Yet it 
bends over backwards to treat the US am 
bassador to a tour ot the mosi sensitive 
spot m our bordei aica on the plea of 
‘courtesy’ 

The trip was organised from June 6 to 
8 The spot was Siachen m Kashmir where 
the Indian army remains entrenched fac 
ing Pakistani troops It is supposed to be 
out of bounds tor ordinary Indian 
ciiirens, not to speak ol foreigners Such 
IS the con.crn over sec urns n border areas 
that whenever Indian press persons are 
taken Ihcic by the army luihorities on 
conducted tours, they aic required to 
retrain from mentioning in the dalclitie 
the name of the spot and use the 


euphemiim ‘somariiere In the bolder 
area’ so that the %nemy countries* do not 
get to know from their reports about the 
details of our defences But the US am 
bassador is, of course, from a ‘friendly 
country’ and, thereiore, can be allowed ac 
cess to secrets which an ordinary Indian 
cannot be trusted with 

I he entire trip appeared to be a hush- 
hush aftaii Ihe ambassador arrived at 
Nimu, Ihe divisional headquartt rs of the 
troops posted in Siachen, and was 
leporied to have had a tele a (etc with the 
local army authorities (here who had 
earlier organised his transport from Leh 
When the news leaked out, oHicials in 
New Delhi hemmed and hawed at first 
I he external affairs ministi v, which is re 
quired to be kept informed of the 
movements of foreign dignitaries, plead 
ed Ignorance Armv sources initially feign 
ed Ignorance, but later confirmed the 
report, describing it as a mere ‘courtesy 
call’ to a military camp 

One wonders what the army is up to m 
Kashmir^ Are the local armv officers ac 
ling on then own’ Is there a communica 
tion gap between Ihe headquarters and th)* 
officers posted in kashmir ’ Last year, the 
army got itself in a tight corner over 
kidnapping of a journalisi m Srinagar He 
was taken away from his home by army 
jawans Army bosses in Delhi at first 
disclaimed any responsibility for his ar 
test, and some even suggested that he 
might have been kidnapp^ by terrorists 
inthcgaibol Indian jawans’ Only when 
the mallei was taken to the Supreme 
( ourt was the lournalisi released Irom 
army custodv 

The Indian public has the light to know 
whether the US Ambassadors tour ol 
Sidclicn was m response to an invitation 
by the local armv commandeis, or 
whethci It was cleared by the army head 
quarters It it is the first, it requires 
suitable action against aimy personnel 
who acted presumably without any 
clearance Irom the top But il it is the se 
cond. It involves tai reaching political im 
plications Is New Delhi tilling towaids 
Washington to the extent of opening up 
Its defence 'iructure to US supervision’ 
Is It a prelude to ns willingness to submit 
to the rcquiientems of the Pressler law 
under which it will have to obtain the US 
president s ceililicate regarding its nuclear 
plans ’ In the past the Indian government 
tended to laisc the pitch of its anti US 
rhctuiic, particularly on the eve of any 
major policy decision that ullimaielv led 
to submission to US pressures Today also. 
It may not be a coincidence that while 
some members of the Union cabinet keep 
on thundering against the CIA and blam 
ing It lor Rdjiv Ciandhi’s assassination. 
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raptitiously welcome the US ambassador 
to an inspection of the country's defence 
preparations along a sensitive border 

ETHIOPIA 

Danger from US 
Involvement 

THE 30 year civil war in Ethiopia which 
has left about 2,00,000 people dead in the 
fighting, caused recurring famines that 
have taken a toll of 3,00,000 people and 
rendered some I 5 million people letugees 
has finally seemingly concluded But 
Ethiopia s picdicament has eased only to 
the extent that one ot the two primary an 
tagonists has ceased to exist and in the cir 
cumstances that obtain excessive optimism 
of a quick and surgical solution to the 
countiy’s problem may be misplaced 

True, the three main icbel groups—the 
Tigrean dominated Ethiopian Peoples 
Revolulionaiy Dcmocralu Pront 
(FPRl)I), the I riircan People s I ibera 
tion I rout (I PI I) and the Oioma I ibera 
lion i roni (Ol E) had united in ousting 
the regime eif Mcngisiu Haile Mariam 
Now that this objective has been achiev 
ed. diificultics arc liable to crop up Under 
the tcims ot the US mediated London 
agieemcnt the LPKDE is lo exercise 
power in Addis Ababa as an interim 
govcinmcni pending an all party eon 
lerenee to be eonveiicd belore luly I 
whieh will eliseiiss ihc tormaiion ot a 
bteiad based provisional E ihiopian ad 
ministration uhieh in turn will coiiduet 
e'Iceiion 

However, the £ PLF says that while ii 
will CO opcraic in the tormaiion ot the 
piovisional gosernment it will not par 
ticipate in it Mislead ihe EPI F whieh 
wants independtiiee for the Entiean 
region has annoutieed that il will form 
a provisional govctnmeni in E ritrea pen 
ding a reteieiidiim under UN supervision 
According to LPl I leader Issaias 
Alwerki, the toimaiion ot ihe provisiemaf 
government would be merely tormalis 
ing the govtinmeni and admtiiislialiein 
of Ihe past M) veais implying 
df failn I Mirtaii eoiitrol .ell ihiougti the 
past If I riliea piiKeeds with the demand 
tot lull independeiKe the test ol 1 thiopia 
will be land loeked siiiee the piovinec on 
the Red Sea conti ils the entire E ihiopian 
seaboard with its poits ot Massawa and 
Assab 

I his pioblem IS howcvei not as inirae 
table as it seems As ot now the I PRIJl 
leader Melts /enawi has refrained Mom 
anything more severe than a mere espres 
sKin ot hope that Fthiopia will remain 
united and has made it elcai that the- 
‘freely expiesse-d will ol the people would 
be accepted This is a salutary recognition 


oT the fbtiUty of facing the ewntry 
together by forcey which itsdf is an im¬ 
plicit recognition of Eritrean military 
DOwer and the mass support ‘hat the 
EPlF and the idea of independence en¬ 
joy in Eritrea For its part, the EPI F too 
has so far struck a note of moderation 
It has announced that the formation of 
the provisional government is not to be 
construed as a declaration of in 
dependence and that the referendum— 
which offers a choice between in 
dependence and autonomy—may be 
deferred till after the general elections 
which IS likely to be delayed bv more than 
a year due to the absence ot reliable voting 
registcis (liven these fraternal concessions 
and the fact of a shared political ideology, 
a peaceful solution to the seaboard quts 
(ion may well be worked out But at the 
level ot mass nationahsm the Eritrean 
dcsiie for independence is as stiong as the 
opposition to It by the dominant Amhara 
population ol Ethiopia ( onscquently, the 
possibility ot events taking a course that 
IS at variance with the leadership s current 
flexibility cannot be ruled out 

Ihe more lundamcntal pioblem is c\ 
ternal The chiet arehiieet ol the new 
woild order’ has taken an excessive interest 
in E thiopia’s internal aitaii f he West tan 
take little solace from (he oustei ot 
Mcngistu’s supposculy Maixist icginu 
since the struggle in 1 tniopia has been ex 
clusivciy confined to g’oups ptolessing 
Marxism txminism and the communist 
aims ot all three rebel groups sit uiicnm 
fortably with the ‘spun ol the new world 
order Mischiet cannot theietorc be 
pree luded and there is mote than a suspi 
cion of il III Ihe US mediator s attempt to 
portray the seizure ol Addis Ababa as 
having been accomplished at American 
bidding, as also in the gratuitously in 
dulgent advise to refrain from reprisals 
and to move quickly towards democracy 
Ihe US assistant secretary of stale for 
African at fairs Herman Cohen has been 
crudely categoiical in asserting that 
[ thiopia will get international support 
only il It lavs the groundwork for a new 
political system Since the EPRDE had 
already made clear its intention of mov 
ing towards a multi-party system, the har 
ping oil the so called new political system 
seems to imply a repudiation ol the 
political ideology of the rebels But given 
that the mass support of the rebels in 
many areas is founded on various reform 
measures consistent with their ideology, 
such a repudiation may not be easily 
lorthcoming Hence aid to Ethiopia, par 
ticularlv under famine conditKins, might 
be linked to the extraction'of such a 
repudiation, (he consequences of which, 
though It cannot be gauged now, may well 
he a continuation of civil strife 
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TWENTY YEABS AGO 

EPW, June 12. 1971 

In the midst of the thoutandi of refuiee 
pouring into India everyday, it may not b 
exactly comforting to know of “the coin 
cidencc points of view of India and thi 
Soviet Union on all major Internationa 
problems” While in Moscow, the join 
communique conunues, Swann Singh Irib 
discussed the serious situation created b; 
the continuing stream of millions o 
refugees from East Bskistan coming uito Ih 
adjoining States of India" Tlw comadena 
of views does not seem to have extended ti 
this problem, but then it is a small mattei 

in the annals of our foreign relations, i 
would be difficult to And a more pointlea 
and fruitless errand The only result seem 
to have been to reassure the Soviets (as i 
that was necessary) that we do not intetu 
to get involved in the civil war in Pakistan 
Ihe independence of Bangladesh is m 
longer the issue Wr are worried pnmani; 
about the refugees In other words, tb 
Soviets have reason to fee! relieved that thi 
change in the political map of the sub 
contineni is not imminent after all Thi 
s/n/m QUO faces no serious danger of altera 
lion Even if Swaran Singh wanted to em 
phasise this, the least he could have doni 
was not hnk the fate of the hapless refugee 
with umpteen othei problems of Ihi 
world 

* w * 

The main thrusi ol Chinas recen 
diplomatic offensive, whatever (he loca 
context—be it South Asia or South Eas 
Asia— 1 $ to prevent a convergence o 
imeresis between the Russians and thi 
Americans While adhenng to this as tb 
primary aim of us diplomacy, Peking ha 
not lost sight ot the purely Russian threat 
It IS m this tatter context that Prking’s actiw 
wooing ol some bast European countrie 
must be regarded Rumania, which fo 
seveial years has stoutly followed at 
independent policy vis a vis the Sovie 
Union, IS the obvious and willing choice fo 
making the Russians feel slightly unsetun 
on their Western boundaries The Chinesi 
calculation is very likely to be that the en 
couragemeni of Sino Rumaman ties wil 
make for greater Russian caution on thei 
Eastern, i e, Chinese, frontier 

In a significant speech last monti 
C eausescu strongly indicated that Rumanu 
might be thinking of military co-operatioi 
with the Chinese. He rbehued ihnt his coun 
try would henceforth be ready to co-opemti 
with the armed forces of all socialist states 
regardless of whether they were member 
of the Warsaw Pact By this he made it ctea 
that military co-operation with thi 
Yugoslavs and the Chinese could noi b 
ruled out Hus sort of suggestion is ii 
breach of the spirit of the (k^rsaw Pact am 
1 $ bound to worry the Kremlin—an effec 
which It was meant to have 
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OIWANIES 


Upgrading Technology and 
Reducing Costs 


Kumanui Pola 

SANDViK ASIA reported impressive im¬ 
provement in operations and profitability 
for tbe year ended December 1990. The 
production of tungsten carbide products 
increased to S4.96 lakh, equivalent to 1062 
kgs, from 49.58 lakh, equivalent to 1012 
kgs, in the preceding year. The main raw 
materials and bought-out components 
consumed during the year were 104 tonnes 
of tungsten ore as against 136 tonnes in 
the preceding year, II tonnes of cobalt in¬ 
cluding cathodes as against 10 tonnes in 
1989 and 18 tonnes of carbide powders as 
against IS tonnes in 1989. These figures 
reflected the results of the measures taken 
by the company to improve the cost ef¬ 
fectiveness in the manufacturing and pro¬ 
cess rationalisation areas. The imported 
raw materials and components formed 76 
per cent of the coiit of raw materials and 
components consumed during the year as 


compared to 77 per cent in 1989. The 
company manufactures and markets 
cemented carbide cutting tools, wear parts 
and rock tools and mineral tools. The 
tungsten carbide products manufactured 
by the company include integral rock drill 
steels, bits, detachable bits, extension drill 
steel equipment, inserts, tips, dies, nibs, 
studs and other applications. Sandvik 
Asia is today the largest supplier of 
cemented carbide cutting tools which are 
marketed under the brand name ‘Coro- 
mant’. It offers the most comprehensive 
range of sophisticated rock drilling and 
coal mining tools. 

The company is making continuous 
and systematic effort to optimi.se energy/ 
power consumption and to reduce the use 
of diesel and furnace oil per unit of 
various products. For instance, the com¬ 
pany has on hand a proposal for the 


The Week’s Companies (Rs m lakh) 

SMdvik Asia Motor Industries Fairgrouih Finuneial 

.. ' ’ Se rvices 

Fintnciai Indicators 1489 1990 1989 1990 1990 1991 

December December December December March March* 


Income/expenses/profii 

1 Net sales/main income 

2 Other income 

3 Rai» material cost 

4 Employees cost 

5 Depreciation 

6 Other espenses/adiiislmenis 

7 Operating profit (1 + 2)-(3 lo6) 

8 Inlcrest 

9 liuation 

to Net profit (7 8 9) 

11 Dividends 
Copual/loans/asvts 

12 Share capital 

13 Reserves and surplus 

14 Current liabilities and 
provisions 

15 Short-term borrowings 

16 Long-term borrowings 

17 Cross fixed assets 

18 Accumulated depreciation 

19 Inventories 

20 Receivables 

21 Current asse 

22 Investmenis.olbei assets 

23 Total assets/liabilipes (12 to 16) 
or 1(17-18)+ (21 + 22)1 

Key financial rolios 

24 Turnover ratio (1/23) 

25 Return on tales (lO/DxIOOCfe) 


4,0% 

5.165 

2.3,308 

93 

114 

558 

1,464 

1,334 

8.543 

884 

946 

6.376 

237 

280 

2,253 

949 

1,611 

4,045 

655 

1,108 

2,649 

203 

214 

38 

198 

390 

1,150 

254 

504 

1,461 

144 

17.3 

533 

578 

578 

3,805 

1.040 

I..395 

6,785 

1.420 

I.SSI 

4,984 

525 

643 

347 

616 

541 

221 

.1,231 

3.619 

19,876 

2,039 

2.283 

13,102 

1,313 

1,006 

3,182 

1,297 

1,606 

3,088 

2,897 

3,143 

8,310 

91 

229 

1,029 

4,179 

4,708 

16,112 

0.98 

I.IO 

1.45 

6.20 

9 76 

6.27 


28,587 

0 

6,902 

712 

0 

9 

11.450 

0 

0 

7,135 

0 

13 

2.697 

0 

13 

4.435 

0 

6,683 

3,582 

0 

202 

289 

0 

- 91 

1,800 

0 

0 

1,493 

0 

111 

533 

0 

9 

3,805 

0 

100 

7.842 

0 

102 

6,225 

0 

4,426 

2,208 

0 

1,175 

1,430 

0 

270 

24.075 

0 

510 

15,711 

0 

13 

3,709 

0 

725 

4,233 

0 

2,800 

10,756 

0 

5.521 

2.390 

0 

54 

21.510 

0 

6,073 

133 

_ 

152“ 

5.22 

— 

1 61 

694 

- 

2.44“ 

12.82 

_ 

73.27“ 

306.09 

— 

20.20 

1.285.00 



32 75 

— 

__ 


26 Return onlnvestmem(8b)(I0/23)x 100 


or (24x2S)8b 

6.08 

1071 

9.07 

27 Return on equity(H)|IO/(l2+13)1 
xlOO or 123/(12+13)1x26 

15.70 

25.54 

13.80 

28 Book value per share (Rs) 

280.17 

341.65 

278JI 

29 Current market price (Rs) 

670.00 

1,290.00 

890.00 

30 Price/earnings raiio 

15.23 

14.78 

23.18 


T * New .company a » Annualised * for 9 months. 

MilBnct StMct by MwNih* C M«liu 


modernisation of the hydros gas plani 
to be implemented in the next two years 
at a cost of Rs 3 crote. This will result in 
an energy saving of 30 per cent. The com¬ 
pany is also pursuing actively research and 
development efforts. A collaboration 
agreement was entered into with AB 
Sandvik Coromant, Sweden, for a period 
of five years in Octobei 1990 for enabling 
the company to undertake R and D pro- 
jccis in the areas of development of 
materials and processes, cutting tools 
designs and geometries, new coatings, 
production technology, fundamental 
studies in related areas and recovery/ 
recycling of tantalum and niobium from 
cutting tool scrap. 

Though the company has increased its 
exports by 47 per cent from Rs 1.15 crore 
in 1989 to Rs 1.68 crore in 1990, the com¬ 
pany's foreign exchange expenditure far 
exceeded its earnings. As against foreign 
exchange earnings of Rs 1.68 crore in 1990 
and Rs 1.15 crore in 1989, foreign ex¬ 
change expenditure totalled Rs 6.26 cTore 
and Rs 8.98 crore, respectively. In addi¬ 
tion, the company remitted Rs 59.40 lakh 
each during the two years on account of 
dividends. 

As regards the prospects fot 1991, the 
directors stated that factors like the foreign 
exchange crunch. Gulf war and the 
general economic climate since February 
1991 had slowed down production in 
many industries such as automobiles, 
machine tools and engineering. This 
would have an adverse impact on the 
market for hard materials and cutting 
tools in the first half of the current year. 
However, the company hoped to introduce 
the latest designed coaled inserts, tooting 
systems, and additional range of milling 
cutters which will improve the productivi¬ 
ty of the user industries. The company 
made an investment of Rs 3.77 crore during 
1990 to upgrade its products in the con¬ 
text of the steady replacement of outdated 
machinery by modern CNC machines, 
automatic presses and robotics in different 
industries the last three years. 

The financial performance of the com¬ 
pany improved during 1990 as reflected in 
an ovctall return on invc.stment of 10.71 
per cent. I'he company improved its assets 
utilisation and achieved for its share¬ 
holders Rs 1.10 of sales for every rupee of 
investment in assets as compared to 
Rs 0.98 of sales per rupee of investment 
in 1989. There was also improvement in 
the net profit margin on sales from 6.20 
per cent in 1989 to 9.76 per cent in 1990. 
On shareholders’ equity, the rate of return 
improved from 15.70 per cent to 25.54 per 
cent. 

Due to higher generation of funds in- 
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ninds got tedu^ as reflected tn the 
debt/equity ratio of 0601 in 1990 as 
against 0 711 in the preceding year The 
liquidation of inventoriis by Rs 3 OTcrore 
was more than offset by increases tn 
receivables The company’s working 
capital position reflected a current ratio 
of 2 03 m 1990 as against 204 in the 
iHtceding year The company reported a 
highei interest coverage ratio of *> 18 times 
in 1990 compared^ to 3 23 times in the 
preceding year 

MOTOR INDUSTRIES COMPANY 

Expansion and 
Diversification 

MOTOR INDUSTRIES COMPANY 
achieved marginal increases in production 
during the year ended December 1990 
Production ot fuel injection pumps in¬ 
creased to 1,038 in 1990 from 916 in the 
preceding year, spark plugs to 11,238 from 
11,000, elements and delivery valves to 
10,308 from 10,014, no/alcs, nozzle 
holdeis elements and delivery valves to 
7,498 Iron) 7,042 and filters and filter 
inserts lo 1,17? from 1,156 Total raw 
materials spare parts and components 
consumed during the year were valued at 
Rs 114 50 trore as compared to Rs 85 43 
ctore in the pieceding year Of this, 35 per 
cent consisted ol imported raw materials, 
spare parts and components compared to 
31 per cent in the preceding year 
Sales, tscluding excise duty, but in 
duding export incentives of Rs 2 63 crorc 
in 1990 and Rs 2 23 crore in 1989, 
amounted to Rs 285 87 crore This showed 
an increase ol 23 per cent over the 
preceding yeai I xport sales increased by 
20 pei cent, to Rs 26II crore compared 
to Rs 21 69 crore in the preceding yeai 
The company exported I 4 million spaik 
plugs during 1990 Total foreign exchange 
earnings increased from Rs 2190 crore in 
1989 to Rs 26 35 crore, while foreign 
exchange expenditure increased from 
Rs 25 29 crore to Rs 29 48 crore In addi 
ik>n, the company remitted Rs 2 18 crore 
in 1989 and Rs 2 04 crore in 1990 in 
foreign currency on account of dividends 
to non resident shareholders Among the 
UKt-industnes of the company’s products, 
there was a healthy growth in commercial 
vehicle production The tractor market 
was also good The single-cylinder pump 
market fluctuated and the spark plug 
market stayed steady 
Cost reduction and improvement in 
quality continue to be the two major ob- 
jMives of the company Rationalisation 
of heal treatment shop loads, modifica¬ 
tion for auto-stop of spindles of machine 
tools, introduction of solar heating and 
other measures were estimated to have 
saved energy to the extent of470,000 kwh 
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croK Iv wt^ of capitd and revenue expen¬ 
diture towards R and D in 1990 This 
represented 1.8 per cent of the total turn¬ 
over Development of new fuel injection 
systems to meet customer requirements in 
the national and export markets and 
developmental work on indigenisation of 
fuel injection equipment for engines with 
foreign technology were some of the 
R dnd D eflorts during the year Future 
plans include designing and developing 
single cylinder pumps used on tractors, 
vehicles and small generator engines for 
the Bosch Group, the company’s colla 
borators, widening the range of products 
for export and development of fuel injec 
tion equipment with emphasis on reduc 
tion in fuel consumption and emissions 
The company’s R and D centre is recog 
nised by the union ministry of science and 
technology There is a continuous flow of 
technology information between the com 
pany and the Bosch Group During the 
last five years the company imported 
technology for the following products 
special pui pose machines (1986), honing 
machines (1986) auto ckctruals (1988) 
and hydraulics (1989) 

The company’s I hud production facility 
was inauguiaicd in December 1990 Pro 
duction of auto tlecincal items is propos 
ed to be comcnirated at this modern 
plant The compiny also completed the 
shifting ol spark plug assembly lines to 
Naganaihapura I he company made pilot 


Bangalore works. Bulk production com‘’ 
menced recently The ccrnipat^ will make 
pilot supphes of proportional and direc¬ 
tional control valvesr from the middle of 
1991 

Motor Industries CompaiQr became the 
first company in the automotive industry 
to be conierred self-certification status 
by the Directorate General of Quahty 
A»urance, Ministry of Defence: The com¬ 
pany adopted 12 quahty principles which 
are binding on all employees and arranged 
a suppliers’ meet during the year to fami¬ 
liarise suppliers with the guidelines for 
suppber quality assurance and assessment 
The company initiated measures to fulHI 
the requirements of ISO 9000 adopted by 
the European Community In the area of 
human resources development, the com¬ 
pany imparted advanced training in quali¬ 
ty and advanced technology related areas 
to over 3,100 employees in 1990 The com 
pany trained 291 apprentices under 
various statutory schemes 

Despite tht improvement in production 
and sales, profitability was eroded during 
the vear The overall return on investment 
worked out lower at 6 94 per cent in 1990 
compared to 9 07 per cent in the preceding 
year The company generated lower sales 
of Rs I 33 per Re 1 of investment in total 
assets during the year The assets utihsa 
tion was Rs 1 45 ot sales per Re 1 of in¬ 
vestment in the preceding year Even the 
net profit margin on sales showed a 
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per cent in IWD. 

The company was obliged to resort to 
short'term and long-term borrowings 
which increased by Rs 18.91 crore and 
Rs 12.09 crore, respectively. Fixed assets 
increased by Rs 15.90 crore during the 
year. The additions were mainly in plant 
and machinery. 

Apart from the increase in the assets 
base, the factor which depressed profita¬ 
bility was the measures introduced in Ikx- 
ation Laws (Amendment) Act, 1991 which 
necessitated a substantial increase in tax 
provision. This resulted in only a nominal 
increase in net profit after tax. 

FAIROROWTH FINANCIAL 
SERVICES 

Impressive Beginning 

FAIRGROWTH FINANCIAL ffiRVlCES, 
which was incorporated on July 9, 1990 
with registered office at Bangalore, 
commenced business operations from 
August 10,1990. In the nine-month period 
ended March 31,1991, Fairgrowth Finan¬ 
cial Services put into operation all the in¬ 
frastructural facilities including premises, 
manpower and communication in its 
nationwide network of seven branches in 
addition to the registered office and laun¬ 
ched its full range of activities. 

The company today is in a position to 
provide a comprehensive package of 
financial services, including equipment 
leasing, hire purchase and consumer 
finanang. The company also provides in¬ 
vestment management services, bills dis¬ 
counting facilities and capital market 
operations. The spectrum of services 
under corporate advisory and industrial 
consultancy services includes advice on 
mergers and acquisitions, project finance 
and counselling, preparation of project 
reports, market surveys and recruitment, 
tax and management consultancy. The 
chairman’s statement notes that with the 
Eighth Plan on the anvil and investment 
priorities being finalised, there is expec¬ 
tation that financial services companies 
will be called upon to play an expanding 
role in resource mobilisation efforts. 
Public sector undertakings will further in¬ 
crease their reliance on direct borrowings. 
Another development favourable to the 
financial services industry is the recent 
trend towards ‘disintermediation* in bank¬ 
ing which is the inevitable outcome, inter 
aim, of the deepening and widening of the 
capital market. The chairman’s statement 
expeas that securitisation of credit will in 
due course come to other areas like con¬ 
sumer and trade credit. 

During a short span of nine months, 
Rdrgrowth has established itself in the fast 
growing financial services industry.Rt was 


nwostsm as putmar iHpwi 
panics. The company Caie^ 

gory I Merchant Banker sibtuS in Decem¬ 
ber 1990 by the Securities and Exchange 
Board of India (SEBi). The company also 
became a member of the Cochin Stock 
Exchange. 

The compay has done well in leasing, 
sanctiomng leased assets of Rs 5.50 crore. 
Disbursements were Rs 3.14 crore as on 
March 31,1991. The company generated 
an income of Rs 39 lakh from this activi¬ 
ty. The member of lease accounts stood 
at 21. The company has set a target of 
Rs 30 crore for cumulative lease for 
1991-92. 

Total sanctions in respect of hire pur¬ 
chase and consumer finanang services put 
together were Rs 4 crore as on March 31, 
1991. The stock on hire amounted to 
Rs 3.38 crore. Projected cumulative dis¬ 
bursements for 1991-92 in hire purchase/ 
consumer financing are Rs 25 crore. 

Fairgrowth emerged as an active player 
in bills/securities market during the year. 
Total outstanding amount in respect of 
bills discounting/bills financing stood at 
Rs 7.S8 crore and the company was 
holding a stock of securities worth Rs 3.87 
crore. In merchant banking in addition to 
tying up 40 public/rights issues, the com¬ 
pany entered into underwriting or standby 
commitments of Rs 8 crore and launched 
its portfolio management scheme called 
‘Dividend;’. The company aims to con¬ 
centrate on asset-based finanang aaivities 
and an asset base of Rs 60 crore is pro¬ 
jected lor 1991-92 as against Rs 19 crore 
in the lirst year of operations. 

On the basis of the balance-sheet 
figures, the company mobilised a total of 
Rs 60.73 crore during the year. The 
sources of funds were share capital Rs 1 
crore, reserves and surplus Rs 1.02 crore, 
current liabilities and provisions (in¬ 
cluding share application money of 
Rs 2.60 crore) Rs 44.26 crore, short-term 
borrowings Rs 11.75 crore and long-term 
borrowings Rs 2.70 croie. The funds were 
utilised in fixed assets Rs 4.97 crore, 
inventories of shaies and securities and 
stock ot assets on hire Rs 7.25 crore, 
receivables which included lease and hire 
purchase debtors Rs 28 crore, cash and 
tank balances Rs 7.25 crore, miscellaneous 
current assets such as bills of exchange 
and share application money paid Rs 12.71 
gfore, investments in subsidiary companies 
ks 0.45 crore and intangible assets in the 
form of capitalisation of deferred revenue 
expenditure not written off Rs 0.09 crore. 

Fairgrowth achieved a return on invest¬ 
ment ot 1.83 per cent in 1990-91. However, 
on the shareholders' funds, the return was 
an impiessive 54.95 per cent. The debt- 
equity ratio worked out at 7.15 per cettt. 
The interest coverage ratio was comfor¬ 
table at 2.22 times. 


* "f «*■ s a ^ I Y 

Year of Hirmoil 

ANDHRA PRADESH STATE ROAD 
TRANSPORT CORPORATION 
(APSRTC) incurred a Iqss of Rs 10 crore 
during the year ended March 31,1991. The 
corporation went through a year of tur¬ 
moil in 1990-91. In May 1990, there was 
a severe cyclone in the coastal districts of 
the State which disrupted both railway 
and road transport for more than three 
weeks. The loss in revenue on account of 
this natural calamity was estimated at 
Rs 10 crore and loss to property and 
workshops at Vijayawada as well as 
depots was estimated at Rs 5 crore. The 
corporation could not operate 47 lakh 
kms during the months of August and 
September 1990 on account of the agita¬ 
tion connected with the implementation 
of the Mandal Commission report. About 
1,000 buses were damaged during the 
agitation. The Mandir-Masjid controversy 
and the resultant communal flare-up led 
to the burning of 28 buses and non- 
operation of 1.81 crore kms. This was 
estimated to have caused a loss of Rs 10 
crore. 

The Gulf crisis led to a 10 per (xnt c»t 
in diesel oil causing the stabling of 2,(XX> 
buses, resulting in an estimated loss of 
Rs 25 crore In the areas affected by Nax- 
alite activity the corporation lost 123 
buses in the course of the year, the 
estimated loss on this account being Rs 6 
crore. 

The APSRTC inducted 1,600 buses into 
its fleet in 1990 91 at a cost of Rs 85 crore. 
This was financed by loans of Rs 42 crore 
from IDBl and LlC and internal accruals. 
The company repaid earlier loans of 
Rs 33 crore and accrued interest of Rs 10 
crore. 

The corporation introduced the concept 
of mofussil bus services around mumdpal 
towns. 32 municipal towns have bMn 
identified for the purpose. Shuttle services 
have been introduced to connect distria 
headquarters. There was augmentation of 
inter-State services. About 150 buses to 
Karnataka and 65 buses to Maharashtra 
would be added in the immediate future. 
By way of public amenities, 49 bus sta¬ 
tions have been constructed during the 
year at a cost of Rs 8 crore. Another Rs 3 
crore was spent for acquiring land for the 
purpose. The corporation spent Rs 2 crore 
on enlarging its computer facilities. 

In view of the worsening traffic situa¬ 
tion in Hyderabad city, RIJES was en¬ 
trusted with consultancy work to recom¬ 
mend the best possible rapid transit 
system foi* the city. A light rail transit 
system has been recommended as the best 
proposition for Hyderabad. 


Eoononik and Politkal Weekly June IS, 1991 


14* 



STATISnC^ 


VMiatk>B (per cent) 


Imlex Numbers of Wholesale Prices 


Latest 


Over 

Oyer 





(1981-82 > 100) 

Weight 

Week 

Last 

Lut 

March 

In 

In 

In 

In 

18-5-91 

Month 

War 

31, 1991 

9041** 

8940 

8849 

87-88 

All Commodities 

171.4 

193.9 

0.8 

11.1 

1.4 

104 

74 

84 

34 

Pnmary Articles 

166.9 

200.1 

09 

144 

1.9 

13.1 

4.9 

114 

9.1 

Food Articles 

177.3 

215 9 

1.6 

13.4 

2.1 

11.9 

94 

94 

104 

Non-food Articles 

1764 

216.0 

-0.2 

210 

1.7 

16.9 

-1,7 

214 

114 

Fiiel. Power, Light and Lubricants 

164.9 

1891 

0.3 

14.3 

0.3 

114 

54 

34 

6.7 

Muufaaured l^oducts 

174.7 

191.3 

0.8 

8.8 

1.4 

11.9 

94 

74 

3.7 

t 





Vuiation (pelWent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

Mafch 

In 

In 

In 

In 




Month 


1990 

1989-9b 

1988-89 

87-88 

86-87 

Industrial Workers 1982 = 100 

201’ 

-0,5 

13.6 

13.6 

6.5 

9.1 

94 

8.7 

Urban Non-Manual Employees I9844S » 100 

169’ 


13.4 

13.4 

6.9 

6.3 

9.0 

' 7.9 

Agricultural Labourers Jub' 60 to 

843' 


13.9 

I4J 

3.2 

11.4 

9.9 

4,7 

June 61 - 100 


f 












Wnation (per cent in brackets) 



Mmiey and Banldng 


Latest 

Over 

Over 

Over 






Week 

Last 

Last 

March 23, 

In 

In 

In 

In 



(3-S-9I) 

Month 

War 

1991 

90-91 

89-90 

88-89 

87-88 

Money Supply (Mj) 

Rs crore 

2,74,444 

1,029 

36,698 

7,743 

34,300 

28471 

22,027 

22495 



(0.4) 

(15.4) 

(2.9) 

(14.9) 

(18.1) 

(15.7) 

(18.8) 

Net Bank Credit to Government Sector 

Rs crore 

1,46,174 

i,m 

23,113 

7,885 

21,778 

12,715 

12411 

12,776 





(5.7) 



Bank Credit to Commercial Sector 

Rs crore 

1,72,459 

167 

19,541 

2,502 

19,552 

20,531 

12489 

11494 






(1.5) 





Net Foreign Each Assets of Banking Sector 

Rs crore 

6,879 

-1,098 

1,113 

-1,138 

fc-14.2) 

1,429 

637 

682 

1,314 

Deposits of Scheduled Commercial Banks 

Rs crore 

1,97,099 

-970 

26,950 

5,910 

24430 

22,041 

15,321 

17,320 



(-0.5) 

(15.8) 

(3.1) 

(14.5) 

(18.7) 

(14.9) 

(20.3) 

Foreign Exchange Assets 

Rs crore 

2,425 

-1459 

-2,462 

-1473 

1,710 

-830 

-508 

604 

Weights 

Latest 

(-35.9) 

(-50.4) 

(-39.3) 

(-30.0) 

(-11.6) 

(-6.6) 

(84) 

Index Numbers of Industrial 

Praduolion 

Month 

Averages for 


Wriation (per cent) 


(198041 > 100) 


(Nov 90) 



In 

In 

In 

In 

In 




1990-91 

1989-90 

1989-90 

1988-89 

1987-88 

1W6-87 

1985-86 

General Index 

100.0 

201.9 

200.3 

182.8 

84 

8.7 

7.3 

9.1 

87 

Mining and Quarrying 

ns 

199.0 

202.8 

199.7 

5.9 

7.9 

3.8 

64 

4.2 

h^ufactunng 

Ewetnetty 

77.1 

197.9 

195 6 

175.6 

8.3 

8.7 

7.9 

9.3 

9.7 

11.4 

232.1 

230 5 

2144 

10.7 

9.5 

77 

10.3 

8.5 

Basic Industries 

39.4 

NA 

NA 

NA 

NA 

9.9 

9.6 

9.2 

6.8 

Capital Goods Industries 

16.4 

NA 

NA 

NA 

NA 

7.4 

15.9 

184 

10.6 

intermediate Goods Industries 

20.5 

NA 

NA 

NA 

NA 

11.5 

4.8 

4.4 

7,5 

Consumer Goods industries 

23 6 

NA 

NA 

NA 

NA 

6.0 

6.5 

7.1 

12 5 

Durable Goods 

2.6 

NA 

NA 

NA 

NA 

22.1 

7.8 

18.9 

18 7 

Non-Durabie Goods 

210 

NA 

NA 

NA 

NA 

2.4 

6.2 

4.9 

11.5 

Foreiga IVade 

Unit 

Latest 

Cumulative for* 








Month 
(Mar 91) 

1990-91 

1989-90 

1989-90 

1988-89 

1987-88 

198647 

1985-86 

Exports 

Rs crore 

3,427 

32,527 

27,681 

27481 

20,302 

15,741 

12,452 

10495 






(36.3) 

(29.0) 

(264) 

(14.3) 

(-74) 

Imports 

Rs crore 

3,625 

43,171 

35,416 

35412 

28,194 

-198 

-10,644 

-7.735 





(+25.6) 

(+23.9) 

(11.2) 

(2.2) 

(14.7) 

Balance of Irade 

Rs crore 

-198 

-10,644 

-7,735 

-7,731 

-7892 

-6458 

-7,644 

-8,763 

Employment Exchange Statistics 

Umt 

Latest 

Cumulative for* 








Month 
Dec 90 

1990 

1989 

1990 

1989 

1988 

1987 

1986 

Number of Applicants on Live Register 
as at end of miod 

Thousand 

34,632 

34,632 

32,776 

34432 

32,776 

30,050 

30447 

30,131 

Number of Registrations 

Thousand 

600 

6,541 

6,576 

6441 

6476 

5463 

5,465 

3,533 

Number of Vacancies Notified 

Thousand 

46 

530 

600 

530 

600 

543 

621 

623 

Number of Placements 

Thousand 

25 

284 

289 

284 

289 

329 

360 

351 

Income 

Unit 

1989-90 

1988-89 

1987-88 

198647 

1M5-86 

1984415 

1983-84 

1982-83 

Gross Domestic Product (current prices) 

Rs crore 

3,92,524 

3,49,105 

2,94,408 

240,442 

244,159 

247,869 

145.991 

148,831 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,95 J37 

1,85,543 

1,70,716 

1,63,924 

1,57,348 

1,49,966 

144410 

1,33,469 

Bn Capita Income (1980-81 prices) 

Rupees 

2,142 

2,078 

1,910 

1,881 

1,852 

1404 

1,780 

1,682 


* For current year upio latest month for which data are available and for corresponding pe>iod of last year. 

** Excluding gold and SDRs, ■i' Upto latest month for which data are available NA> Not available. 

*■ -t- Provisional data (9 Quick estimates ' 

Nous (1) Supersenpt numeral denotes month to which figure relaia, e g, superscript' indicates that the figure is for January and so on 
(2) Figures in brackets denote percentage variation over previous period 
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Rajiv Gandhi^s assassination should have provided the occasion for 
a general political spring-cleaning. Unfortunately, it has not, at 
least not till now, and there are few signs that, unless pushed by 
circumstances, overall political behaviour in the country will 
undergo any qualitative transformation in the near future. The nation 
will, therefore, continue to stagger from one crisis to the next. 


WHY not say if’ Ihe standard first queiy 
in a murder investigation is on the identity 
of the person likely to benefit from the 
crime This is the reason for the raised 
eyebrows at the manner the Congress(l) 
party has gone about in the past few weeks, 
squeenng the maximum electoral advantage 
from the doing away of its president I he 
assassination has indeed left the party totally 
without Its co-ordinates We are therefore 
once more face to face with the loan Robin¬ 
sonian nddle make any generalisation about 
India, Its obverse is equally true. Hie murder, 
brutally planned and executed, packed a 
whole lot of hatred But should we none 
theless withhold to hate the four flushers 
who, right in the midst of the trauma the 
nation is in, try to hustle the mourning 
widow in>o taking over the helmsmanship 
of the slam husband's party'’ If she would 
not fall lor the tiap, why not entice the 
teenage daughter by dangling the crown of 
the Youth (ongress before her’ Alter all 
this one is almost attuned to listening to the 
cynical whisperings that are on the pity of 
It, if only he had been done to death a couple 
of days ago the first phase of the elections 
l(X) could have benefited from the sympathy 
wave According to the opinion of the 
nation’s supreme tudiciary, the rhief election 
commissioner has the prerogative to 
countermand elections wholesale, whs not 
in any event make a last ditch effort bv ap 
pealing to him'’ One (ongress(l) lining 
newspaper has not failed in the task 1 he 
dastardly Occurrence on the night of May 21, 
has. It has argued in beautiful prose, ushered 
in a qualitatively diftennt situation in the 
country, it is somehow unfait that Ihe 
general elections, which ought to be held 
simultaneously all over the country, would 
have to bear the blemish on account of this 
schizophrema, please, in the circumstances, 
should not the chief election commissionei 
boldly order fresh elections in each of the 
two hundred-odd constituencies where 
voting had taken place on the day preceding 
the hemous assassination’ 

Proposals of such an outiageous nature 
are posted without the least sign of embar 
rassment, politics after all, is the art of sur 
vival Secularism above ail, the party is 
pledged to fight to its last breath the per 
niaous doctrine of Hmdutva But such con¬ 
straints must not intrude when the party is 
tackling the most serious crisis in its careei 
ihe calculations are line tuned the near 
chaos in the first party of the nation could 
not but induce the leaders and the cadres of 


the Bharatiya Janata Party to invoke, in the 
final phase of the electoral battle, the 'killer 
instinct’, the display of exuberance on their 
part would scare the daylights out of the 
citi/enry belonging to minority com 
munities, for dear life, they would vote en 
mane tor the paity most likely to succeed 
against the BJP, which, in current reckon 
mg, IS bound to be the C ongress(I) With the 
minority vote thus assured, the parly should 
now have no qualms to go ail out to lecap 
ture the loyalty of the majority community 
Secularism therefore deserves to be shoved 
aside for the next fortnight, it has to be a 
purposeful elongated cainival of the 
grossest Hindu rituals ail the way to 
kaiiyakumari, the goveinment has thought 
fully provided both special trams and Black 
Cats, the guarding minstrels, the uins car 
rying the muidered lormti prime minister’s 
ashes would thcrcfoie have the maximum 
exposure, Doordarshan praise be to it, had 
already done its prcliminarv bit The obnox 
lous doctrine of Hinduiva has to be fought 
all the wav howcvci use a thorn, the scrip 
ture advise to remove a thorn The Hindu 
ambivalence w Inch some would describe as 
upiditv emerges lesplcndcntly triumphant 
On c a Hindu vou are always deemed to be 
a Hindu despite how many number of times 
vou openly repudiate the fnitli Similarly, 
once the nation has been labelled a secular 
republic, it is lor keeps a secular repubhc, 
irrespative of the svsttniatic violation of 
rudimentary secular principles diiectly under 
the auspices of the state, such as the 
unabashed sponsoring of Hindu rituals 
und'-i the pretext ol oiganismg a state 
luneral 

1 he muider has thus piovided no shock 
therapy The foreign born widow ol the 
felled formei prime niinisier has, as of this 
moment, refused to go along, otherwise the 
setipt appears to be entirely according to 
order Hypocrisy continues to be the guiding 
spirit in whatever the party says and does 
To allay the doubts in some minds whether 
or not the murdered leader was not already 
divine, he is conferred, post haste, posthu 
mous divinity Much ol the current mess m 
Punjab and Kashmii is the product of 
exclusive misdoings on the pait of Rajiv 
Gandhi and his mother, the fatuous accords 
he was in the habit of signing every now and 
then actually further destabilised law and 
order in the different corners of the toun 
try, the am horitarianism he graduated into 
in the course of his tenure as prime minister 
was no less egregious than the mother's, and 


itsuited in (he fut^ w»ni»nf«[ 

State relations, as prune mimsier, he gave 
respa'tability to the point of view that, as 
far as economics is concerned, the poor were 
not relevant, only the minuscule rich and the 
precious foreigners were, the nation, that is, 
that segment of it which mattered, was ac- 
coidingly invited to plunge into a great 
liberal hoopla, and foreign exchange was 
consideied to be a free commodity like air 
or water, if you happen to be short of it, why 
bother, just borrow, the country’s total 
external debt consequently jumped five 
limes over the short span of five years, it is 
henceforth a deadly debt trap He. Rajiv 
Ciandhi, drove the last nail into the coffin 
of his grandfather s dieam of a self-reliant, 
self sustaining economy, the backroom bovs 
he stiategicallv placed in the nooks and 
corners of government are now busy prepar 
ing memoranda and schedules of understan¬ 
ding whereby a major slice of Ihe nation’s 
sovereignty is proposed to be pliantly gifted 
to foreigners If fundamentalists of assorted 
hues arc currently holding the nation to ran 
som, should not the accoumabilitv fot that 
too be laid at the door of his famous vaeiila 
tions’ A notification in |U86 under the 
Pieservation of Amient Monuments Act 
could have taken care, at inception, of ihv. 
Babn Masjid Ram lanmabhoomi squabble 
He, Rajiv Gandhi, however spurned eaincst 
advice pouring in from scholars and secular 
minded public men He was instead much 
taken up by the exciting idea iliat Indian 
secular ism does not mean separating the 
state from the church and the temple and 
the darna and the gurudy^ara and the 
synagogue, the state on the contrary, should 
take turns to be sweetly reasonable to each 
and everv religious denomination 
Ramo\ana Mahahharata on the Dooidar 
shan screen has been without question the 
single biggest factoi stoking Hindu 
revivalism in the country Kajiv Ciandhi’s 
men consideied that to be one of their 
grandest achievements, and proceeded to 
balance their scale of sexulansm by commis 
siomng inanities from the Bible and canonis¬ 
ing the swoid of Ttpu Sultan The tolly did 
not quite stop heie The computer boys 
infoimcd Indira Gandhi’s otlspnng that he 
could sail through the 1989 elections by 
playing the straight Hindu card, since a card 
IS a card he lushed to sign one further 
accord, this tunc with the goons of the 
Vishwa Hindu Parishad, he nodded his con 
curtence with the first shilanva<: and co 
opted the slogan ol Ram Rajya as hts open¬ 
ing gambit in the poll campaign Naivete was 
his second nature, these insolences, he ge¬ 
nuinely thought, could be compensated by 
slapping down a ban on Salman Rushdie 
India IS no longer much of a nation There 
IS little point 111 dissembling, that sueh is the 
state of affairs is almost entirely attributable 
to the laid doings of the Nehru Ciandhis 
More than others, the pall beareis of the 
( ongressfU ought to take cognisance of this 
simple reality ihei'' present plight is not on 
account of the accursed times, it is because 
they allowed themselves to be blindly led by 
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the ^ynitty into the tlmddotn of authori- 
Utfhu^. The party has now begun to dilate 
on the need for internal democratisation. 
Even to, it cannot restrain Itself from the 
temptation to seek votes by putting on 
display the dying embers of the dynasty. Few, 
very f^, in the party have yet developed the 
perception to identify the nature of the 
iiitfus between their pledges and their 
propensities. 

Does not part of the same complaint hold 
against those who proclaim themselves to be 
as much against Hindu obscurantism as 
against the Congressfl) variant of ersatz 
secularism? The fundamentalists threaten¬ 
ing to overrun the nation are not waving the 
flag of Hindutva alone; they are also col¬ 
lecting the crowd by their supra-nationalist 
twrangues on Punjab and Kashmir; a hor¬ 
rendous spirit of jingoism is consequently 
abroad in many parts of the country. The 
cult of high defence outlay, and of an ample 
nuclear deterrent accompanying it, is an ad¬ 
ditional stock-in-trade of the rampaging 
demagogues. Their version of nationalism 
would once upon a time not look askance 
at the notion of self-contained, self-reliant 
growth. No longer. Big business has caught 
on to the possibilities latent in Hindu 
obscurantism. It is a unipolar world; the 
Americaiis, the masters of all they behold, 
have revised their manuals; they are about 
to smoke the pipe of peace with the fun¬ 
damentalists in West Asia. If Islamic 
obscurantists are acceptable to Foggy 
Bottom, Hindu fundamentalists too can 
then live on hope, the deep is bound to res¬ 
pond to the deep. The BJP has therefore 
been duly briefed; it has decided to go the 
whole hog to welcome, lock, stock and bar¬ 
rel, the grand panacea of economic 
liberalisation. 

The battle obviously has to be joined. The 
supposedly Left and democratic political 
litch'native in the country can hardly hope 
lo make itself credible by toeing the fun¬ 
damentalist line on Punjab and Kashmir; it 
lias to strike out on its own. State violence. 
It must have the courage to assert, is no 
answer to discontent which has its roots in 
mass deprivation. The unrest in Assam too 
s a direct outcome of the most perverse 
application of the imperial principle in 
”entre-State arrangements. On all such 
matters, including the issue of inordinately 
high defence expenditure and defence 
imports which only help domestic commis¬ 
sion agents and foreign armament mer¬ 
chants, the I^iCft has to shed its post-i962 
psychosis. Rajiv Gandhi's assassination 
should have provided the occasion for a 
general spring-cleaning. Unfortunately, it 
bas not, at least not till now, and there are 
few signs that, unless pushed by cir- 
nimstanccs, overall political behaviour in the 
country is to undergo any qualitative 
ransformation in the near future The 
lation will therefore continue to stagger 
'rom one crisis to the next. That is, in case 
t still survives as a nation, so many funny 
kings could happen while one is on one’s 
way to the amphitheatre. 
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NOTICE 

1. It is hereby notified for the information of the public that AMBALAL 
SARABHAI ENTERPRISES LIMITED (Dlvn.i SARABHAI CHEMICALS), 
BARODA-390 007 proposes to give to the Central Government In the Depart- 
mem of Company Afialrs, New Delhi, a notice under sub-aection (1) of section 21 
of the Monopolies & Restrictive Ihide Ptaaices Act, 1969, for substantial 
expansion of its activities. Brief particulars of the proposal is 
as under. 

(i) Namc(s) of peison($)/Body Cor- : 
potate owning the Undertaking 

AMBALAL SARABHAI ENTERPRISES 
LIMITED 

(ii) Capital structure of the applicant 
Undertaking 


Authorised Capital (Equity) 

Rs. 65.0().()0,00() 

Subscribed Capital (Equity) 

Rs 18.78,33,410 

Paid-up Capital (Equity) 

Rs. 18.78.33,410 

(iii) Details of the proposed substantial 
expansion 


(a) Name of new goods to be 
produced, supplied, 
controlled or distributed or 
of new services to be 
rendered 

LEVAMISOLF, formulations - Vet 

1. Capacity before expansion ; 

NIL 

2. Expansion proposed 

LEVAMISOLE formulations-Wt. - 
2 iac pkgs. equivalent to 2000 kgs. 
of active ingredient (Levamisulc 
hydrochloride) to be used. 

3. Location of the Project for 
substantial expansion 

BARODA (Gujarat) 

4 Brief outlines of the cost of the : 
Protect, the Scheme and 
source of finance 

No capital expenditure involved 

Product to be manufactured in the 
existing plant with no additional 
equipmenu 

2. Any person interested in the matter may make a represenution to the 
Secretary. Department of Company Afhiiis, Government of India, Sha.stri Bhavan, 
New Delhi, within 14 days trom the date of publication of this Notice, 
intimating his views on the proposal and indicating the nature of his interest 
therein 

For AMBALAL .SARABHAI ENTERPRISES LIMITED 
(Divn.; .Sarabhai Chemicals) 

Sd/- 

Place. BARODA 

Dated. 31si May, 1991. 

m.K. BANERJEE) 

MANAGING DIRECTOR 
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RANDOM REFLECTIONS 


Trade Reform for Restructuring 
the Economy 

Arun Ghosh 

V/e do need to liberate the Indian economy from the shackles of 
bureaucratic control, but trade reform of the type recommended 
by the World Bank is certainly not the first step in this direction 


ONE of the problems with neo-classical 
economics is that it relies heavily on 
algebra It tends to forget that human 
behaviour (and responses) cannot always 
be fitted into neat algebraic equations 
The usefulness of the equations—to 
transform a familiar quotation from 
Ikrlok Singh, the doyen among Indian 
planners today—rests on a recognition of 
the limitations of these equations Unfor 
tunately, when one works out delightful 
equations (sometimes based on ques 
tionable data), the fascination of using 
these equations for purposes of prediction 
remains Indeed, the desire for prediction 
IS usually too great to resist 

One cannot blame the latest World 
Bank report on India, ‘Stratcg^ for Trade 
Reform’, of the above weakness because 
what IS available to the Indian public is 
only the I xecutive Summary It is onl> 
this summary which has of late been 
discussed in some detail bv four eminent 
Indian economists, in the pages of The 
Ixonomu limes, Delhi (over lunc 5 and 
6,1991, based on the essence of the sum 
marv reproduced in TheUonomii Times 
earlier) 

The full repoit is obviously a mattei 
between the government of India and the 
World Bank, and with India’s exchange 
reserves in a state of near bankruptcy 
and a bailing out operation b) the 
IMF/World Bank and the consortium 
countries being contingent on a policy 
package acceptable to lendeis—one can 
argue that a document of such vital im 
portance should be made public and not 
kept under the wraps The summarv pro 
mises rich economic analysis and it is not 
necessary that it should be acceptable to 
all sundry for its publication In any case, 
all denor countries have copies of the 
report 

PROBI l M OF KFSTRUC FURINO 

For the present, however, one has to 
make do with the Executive Summaiy 
One must at the outset admit that the 
summary makes a plausible case for ccr 
tain major policy changes But three 
preliminary points must be made First 
as Mnnal Oatta Chaudhuri has very per 
tinemly pointed out, the trade policy 


reform suggested assumes that trade 
reform can be financed from export 
earnings In Oatta Chaudhun’s words, 
“Fhe Indian industrial economy has been 
more or less autarkic for a long period 
the restructuring process will have to be 
financed through a credit line from 
abroad 1 he second aspect into which 
the report does not go into is the kind of 
organisational reform any reform of the 
trade regime must presuppose This will 
require changing the climate in which 
industrial relations work, which will af 
te«.t labour laws in the Indian industry 
These are not easy tasks ” Secondly, 
Kirit Pankh - who has suggested that “it 
will be woithwhile to proceed with ihe 
reform’’— has stated categorically ihat “il 
may take some time belotc the bcnctits 
flow down to the poor Meanwhile, 
piisitivc action must be taken for poverty 
alleviation With or without these 
leforms, a nationwide employment 
guarantee scheme (FCiS) is needed and 
can be financed without raising fiscal 
detieit If all other subsidies, including the 
implicit ones to mostly well off segments 
of society, aic withdrawn” I inally as 
\ K Alagh (who admits that a “number 
of measures suggcicd have to be taken 
anvwav’) points out, the difficulty with 
the World Bank is an ideological stance 
of laiching on India s economy to the 
d Illy vicissitudes of the world economy, 
and little awareness of a knowledge based 
path to It that general prescriptions are 
inefficient, as shown by the IMF s chief 
economist, Mohsin Khan, in Ihe sense of 
leading to negative growth in many coun 
tries through a long period, has been 
substantiated by Mil s Professor lance 
laylor’s work on 18 countries in a pmiecl’ 
Three extensive quotations from The 
bionomii limes have been given—I have 
not referred to the foirth comment by 
Amiya Bagchi who has opposed the 
World Bank prcsciiptions—partly because 
the three economists quotcdl are gcnerallv 
in favout of trade reform and yet seem 
to have doubts on the policy package 
recommended, and partly because all 
three of them hint ai the problem of 
‘restructuring’ of 'he Indian industrial 
economy We have to consider our policy 


options m the context of the extremely 
difficult and delicate situation that hat 
developed within India, as a result of the 
unbalanced growth (both as between 
regions and as between different sections 
of the community) that has occurred over 
the past decade That there has been faster 
growth than in the past during the cightia 
will be questioned by none What is being 
asked today is at what cost this growth 
has been achieved, and whether different 
segments of the economy can be turned 
on and oft today at will bv the central 
authorities when social tensions are at a 
boiling point T he question also arises as 
to flow to tackle the extremely fragile 
balant.c of payments situation coupled 
with the large internal deficit, even as 
there is a just demand loi some form of 
employment guarantee programme, so 
that the World Bank s assumptions regar¬ 
ding a redut lion in the fiscal deficit may 
not be realistic And this raises the whole 
problem of how to plan simultaneously 
for the resurrection of the economy from 
the horrendous position it has managed 
to get into (within the short space of a 
decade maybe less perhaps a bare five/s‘x 
years) and at the same time make a dent 
on the illiteracv, lavk ot health, rapidly 
expanding population increasing ine¬ 
quality of incomes—not only between dif¬ 
ferent sections of the population but also 
as between different regions—which is 
now threatening to tear the country apart. 
How dues one simultaneously achieve the 
structuial reforms recommended by the 
Bank and growth ot the economy which 
would be more egalitarian and ‘acceptable 
to the Indian people' How d(«s one mesh 
the immediate short term problem of 
tiding over the present balance of 
payments crisis with the longer term pro¬ 
blem of initiating a process of self- 
sustaining growth of the economy'' That 
IS in essence the problem But we need 
first a brief explanation of the outlines of 
the World Bank report 

Tradl Ricimi Rliokm 

The Summary Report of the Bank 
recommends simplify the import/export 
trade control regime so as to, in a senses 
globalise the Indian pioductiun structure 
in three phases, and also, at the same tirac^ 
brine about macro economic balance in 
the economy primarily through a sharp 
reduction in the fiscal deficit ot the 
goveinment of India The simplification 
ot the trade regime should aim at: 

(I) bunging down all import duties (withm 
a pciiod of five to seven years) to 
something like 20 per cent flat on all im¬ 
ports (including all consumer goods); 

(II) abolishing all quantitative restrictions 
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fe n ' tmpum - owvm. D<«r titteK (t»> tn- 

roducUon of transparency in the import 
ontrol system by intrQducing the Har- 
nonised System (HS) Of product classi- 
ication for import licensing purposes; 
ind (iv) starting with a real devaluation 
>f some 20 per cent immediately, in order 
c make exports more profitable and im- 
M»rts more difficult (m the face of a first 
ti$e reduction of import duties on all 
apital goods and intermediate products). 

In fact, the Summary Report spells the 
■arious steps pf the trade regime reform 
trogramme as follows; 

a) redesign import policy in accordance 
with the HS system ol classification; 

b) create one negative (restricted) List; 

c) allow all Items that are not explicitly 
on the restricted list to be imported 
through REP licences; 

d) have all intermediate goods and raw 
materials off the restricted list into 
categones that are importable by REP 
licences; move the intermediate pro¬ 
ducts already imported undei REP 
into OCiL stock and sale category; 
continue this policy so that all raw 
materials and intermediate goods end 
up on OGL stock and sale; 

e) move all capital goods in the restricted 
list to being importable under REP 
licences and then to OGL stock and 
sale; 

f) move consumer goods from the 
restricted list to being impoi table 
through REP licences; and 

g) ultimately, move all goods into OGl, 
stock and sale category. 

The first three recommendations can, 
he report says, be implemented im- 
ncdiately. Steps (d) and (e) can be under- 
aken over the next three-four years. The 
ast two steps can then be implemented 
ifter that—alongwith the recommended 
ariffs, exchange rates—and other macro- 
iconomic adjustments should make it 
lossible to eliminate the QR system com- 
iletely within five to seven yeais. 

1 have deliberately repeated only the 
nn/or elements of the policy prescriptions 
lecause the summaiy of the report is nut 
ivaitable to all readers. Neither the GOI 
lor the World Bank has publicised even 
he Summary Report. (I have focused on 
he major policy prescriptioas, and not on 
he details, and I have also left out the 
ecommendations as lo fiscal reform. Of 
lourse, the three para summary above is 
in attempt to cull nut the essence ol a 
i6-pagc report, and 1 may be forgiven lor 
tot mentioning the other elements, e g,the 
anfi and other reforms m as great detail 
IS the proposal lot reform of the trade 
egime.) 

One last word. The report has cm- 
)hasised the importance of acceptance of 
he entire package; piecemeal implemen- 
ation just would not work. 


Let me make two InMitil points, First, 
thme is no doubt that over the years, our 
trade policy has become extremely corn- 
plot. What is worse, policy changes from 
time to time have b^me highly discre¬ 
tionary and, indeed, have of late become 
a source of corruption. Simplification and 
transparency of the system are therefore 
two very important recommendations on 
which there is unlikely to be any disagree¬ 
ment. In fact, the de-bureaucratisation of 
the trade regime is an urgent reform; and 
one should extend wholehearted support 
to: (a) the transformation of the import 
control regime to the HS classification—a 
move which was initiated by V P Singh 
during his tenure as commerce minister, 
which has to this day not been imple¬ 
mented; and (b) the simplification of both 
the tariff and the import control system. 
Fherc is no justification for very high im¬ 
port duties on key intermediates, just as 
there is no justification for the import 
duty on capital goods to range from zero 
to 8S per cent (plus auxiliary duties and 
countervailing duty). 

There is also considerable merit, in the 
existing framework, for focusing on a 
gradual shift from discretionary AU licen¬ 
sing (for selected industries) to REP licen¬ 
sing which may maintain neutrality, in 
regard to the balance of payments, of any 
change made in the licensing system. 

Having said this, and without prejudice 
to the rates of duty (which the Bank 
report accepts must in part be guided by 
revenue considerations also), there is a 
very good case for having fewer slabs of 
customs (as well as exci.se) duties, if (or 
no reason other than to simplify the ad¬ 
ministration of the system. In theory, one 
can argue that one unique rate of duty 
would lead to the most efficient alloca¬ 
tion of resources; but the argument also 
presumes some degree of egalitarianism 
in the distribution of income in the coun¬ 
try, so the allocative efficiency criterion 
falls to the ground because the market 
itself IS fragmented, highly segmented, 
and even the production structure is not 
really competitive but highly oligopolistic, 
with a strong tendency towards cartelisa¬ 
tion. (This tendency can, of course, be 
broken, but that is another issue.) 

lNILRNA.1 COMPLIITION 

There are several points which the Bank 
rcpoit has not taken into consideration, 
and one may perhaps focus on these 
major issues rather than offer detailed 
comments on individual points made. 
First, as Alagh has rightly pointed out, we 
must have internal competition before for¬ 
cing our entrepreneurs to face external 
competition That, in itself, will bring to 
the fore the problem of exit, of rehabilita¬ 
tion and restructuring, of a fund for the 
re-training and redeployment of labour. 


TUtt the mtafm ^ MButtt. 
There was a time—and perhaps the ritua- 
tion obtains even today—when almost 
every sugar factory in the country had a 
separate price for the ‘levy* sugar supplied 
by it to the authorities. Even as of today, 
every fertiliser faaory has a separate reten¬ 
tion price. These are but two examples. We 
have, Jor rations other than economic, 
managed to develop a highly complex in¬ 
dustrial structure; and no extern^ trade 
liberalisation is necessary to simplify this 
system. 

The instance of the fertiliser industry 
brings to mind another issue overlooked 
in the World Bank report. During the 
eighties, a number of natural gas-based 
nitrogenous fertiliser plants were set up in 
the country, based on Haldor-Tbpsoe/ 
Snamprogetti technology, with a standard 
sire (deemed internationally economic) of 
1,350 tonnes of ammonia per day. Under 
pressure from all parties, the import duty 
on all fcrtili.ser equipment was reduced to 
rero; and three plants were set tip on a 
‘turnk^* basis. The World Bank has 
separately found that a similai plant, 
based on similar technology, was set up 
in Thailand at around the same time, at 
two-thirds the capital cost of the Indian 
plants. The zero import duty on capital 
goods in India led to a jacking up of the 
export price of equipment under ‘tied aid’. 

How IS the drastic rcouction of the 
import duty on capital goods going to 
help India it equipment supplied under 
‘tied aid’ programmes is high priced? 
Who in the world would have bought the 
Westland helicopter when we did? Will the 
donoi countries agree to complete untying 
of aid in the coming years when the 
Indian economy is being restructured? It 
is well known that imported power plant 
equipment is— duty apart—significantly 
more expensive than domestically produc¬ 
ed equipment. Our power costs are going 
up because our savings rate is not enough 
to finance our investment programme; 
and the tied aid we are forced to use is 
raising capital costs of projects all round. 
A ma.ssive aid programme—increasing the 
quantum of ‘tied aid’, associated with the 
tariff and import policies recommended— 
will not reduce our investment cost and 
will get us deeper into the debt trap. 

So the first need is for us to be ‘self- 
reliant’ in the sense that our exports 
should be enough to finance all our 
imports, including project imports, and 
that requires as a first step that domestic 
savings should be equal to domestic in¬ 
vestment. Our domestic savings have 
declined during the eighties by some 2 to 
3 per cent of the GDP. Reduction of the 
fiscal deficit may help in the process of 
increasing, the savings rate but it all 
depends on how the fiscal deficit is to be 
reduced. We need to reduce the consump¬ 
tion of the affluent, not of the poor; and 
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m nnUKe^toacueve fbat objecave. The 
Bank ttudy hat recommended that the 
required adjustment be made through a 
reduction of government consumption, 
which is fine But how is government to 
reduce its consumption expenditure? Kirit 
Parikh, in his perceptive comments, has 
suggested a cut in impUdl subsidies which 
help the affluent sections of the popula¬ 
tion (which, in the aggregate amount to 
a large figure, pace the study by Mundle 
and Rao in the EPW of May li); Parikh 
has also suggested at the same time an 
employment guarantee scheme so that 
every citizen is assured of a minimum 
income Such a programme would be very 
far from the type ot adjustment pro¬ 
gramme that the Wot Id Bank study seems 
to recommend. 

Every study by neo-classical economists 
one sees seeks to compare the Indian 
scenario with that of Japan, South Korea, 
Ikiwan, Thailand, Malaysia. Everyone 
forgets that: (a) countries like Japan and 
South Itorea started with land reform and 
education for all; and (b) both Japan and 
South Korea had extremely ‘controlled’ 
economies, with active co-operation bet¬ 
ween industry and government in the 
matter of dome.stic R and D, absorption, 
adaptation and development of imported 
technology by domestic investors, and 
highly selective import of technology. It 
is only now, after industry has matured, 
that It has got greater freedom; but even 
so, they appear to observe certain norms 
in regaid to the balance of payments. The 
Indian industrial culture is still a culture 
imbued with the making of quick profits. 
Ooublics.s, the piesent system has aided 
and abetted this culture, but we have to 
ensure, while introducing the relorm 
package, that we do not “throw the baby 
out with the bath water”. 

RlSIRUttURINCi INDIISIRV 

There is u very good case for cheapen¬ 
ing key intermediates, and for improving 
the efficiency ol the capital goods sector. 
This IS one area wheic innovative ways 
have to be thought of so that the user 
industries do not suffer. For example, in 
the case of alloy steel, we could write off 
part of the capita! of the Alloy Steel Plant, 
and then make it face competition. The 
World Bank study mentions that the 
capital of private mini-steel plants is 
already fully depreciated, but it does not 
even mention the ASP which is the largest 
producer. In fertilisers, we need not deter¬ 
mine the location, the si/e and the 
technology of plants to be set up. and we 
should throw the field open. In Bristol, 
a small plant (two sets pf ammonia units 
each with 400 tpd capacity as against the 
much-touted Topsoe technology of 1,350 
tpd introduced in India with foreign aid) 


of ammonia as agednst S.5 miiiiqp units 
required by our ‘technologiodiy latest’ 
Topsoe plants. For improving the efficien¬ 
cy of the capital goods sector, we need to 
.selectively import technology, backed up 
by R and D and indigenous design 
enineering capability. But then, we must 
also en.sure that they get orders for plant 
and equipment for our projects and are 
not left out in the cold because of the 
availability of ‘tied aid’ and the inade¬ 
quacy of domestic savings generally and 
of finance for projects in particular, hi the 
steel industry, our blast furnace produc¬ 
tivity (hot metal output per cubic metre 
of furnace capacity) is l^ay around 40 
per cent of the Japanese rate (or 
somewhat less); and most of the reasons 
arise Irom management weaknesses, 
though part of the reason is the type of 
coking coal available. But it should be 
possible, with minor adjustments (e g, to 
ensure uniformity of inputs) and better 
management of the technical parameters 
(like blast tempeiatiiie and top gas 
pressure, etc) io double blast furnace pro¬ 
ductivity, which should immediately 
reduce the cost of pig iron substantially. 
The same goes for the steel melting shop 
and other facilities. We do not need 
devaluation of the rupee to achieve com¬ 
petitiveness in the steel industry. In fact, 
devaluation would only breed complacen¬ 
cy because the plant authorities would 
then have lower than international prices 
without any effort. One could go on citing 
case after case wherein the solutions are 
known, but we seem to get caught up in 
a medley of confusion much of which has 
to do with the decline of morale in public 
sector cnterpriiscs arising from political 
and bureaucratic interference with the 
functioning of these enterprises. The 
remedies are known; it is not necessary to 
discuss them here 

The brief point is that restructuring of 
Indian industry would have to follow dif¬ 
ferent methods and allow different incen- 
lives/disincentives in different industries. 
General remedies can be applied only 
later, with their own costs and rewards. 

Indeed, it is a somewhat complex situa¬ 
tion in which the real culprit is the 
shortage of domestic savings to finance 
domestic investment. For each industry, 
we need .specific solutions, until our own 
savings rate goes up; and the Bank staff 
studying India for years now, with access 
to every type of data (not normally 
available to Indian researchers) should 
know that different industries need dif¬ 
ferent remedies. IVue, they all need com¬ 
petition, but not in the manner or of the 
type proposed. We fust need genuine 
competition within the country. Secondly, 
we have to carefully modulate the sectors 
opened up for import competition, 
b^use with the present highly skewed 


try, tint Bank mp(»t phtscriptiomi wffi 
(a) create an immediate shut-down of a 
large part of Indian industry; (b) therdiy 
add large numbers to the already un¬ 
employed population; (c) only help to im¬ 
prove the well-being (or consumption 
standards) of some 100 million Indians 
(out of the present population of some 
845 million); and (d) as a result, create 
social tensions which may tear the coun¬ 
try apart. 

That IS why Kirit Parikh, while recom¬ 
mending that we move towards reform of 
the type suggested, has stated categorically 
that reform must be accompanied by an 
employment guarantee scheme. How is 
one to operate an EGS if, say, a million 
factory workers are suddenly thrown out 
of their jobs because of plant shut-down 
as a result of the Bank recommended 
strategy? 

Pot nit At Economy Approach 

This IS why, as I started by saying, neo¬ 
classical economics appears to have lost 
touch with reality. What we need is a 
revival of political economy, based on an 
understanding of the guts of the probI<mi 
of the Indian economy. 

And the guts of the problem, the reason 
for the low productivity in India, lie in 
lack of education, lack of skills, lack of 
health—most people do not have the 
physical energy to put in eight hours’ hard 
work because of malnutrition—lack of 
infant and maternity care (which in turn 
is partly responsible for the unrelenting 
growth of the population). In agriculture; 
the problem arises from the rapid loss of 
fertility and desertification of the land 
because of the loss of tree cover, forma¬ 
tion of gullies, and increasing lack of 
capacity of the soil to retain moisture. 
What we need for agricultural growth is 
local ‘watershed area* planning, suited to 
each locale, improving the moisture reten¬ 
tion capacity of the soil (or improving 
drainage where necessary), and a cropping 
pattern suited to each area. The Bank 
staff—and many others—talk of increas¬ 
ing inputs of chemical fertilisers when 
many countries in the West are moving 
back to organic fertilisers and to the use 
of bacteria (like Rhiwbium) for improv¬ 
ing soil fertility. 

What we need urgently in this country 
is to improve the productivity of the soil 
in 70 per cent of the cultivated area which 
is still unirrigated. What we need to focus 
on is the improvement of education and 
health of the people. What we need 
is massive investment for rural infra- 
structure-which can only become possi¬ 
ble with decentralisation of political and 
economic authority and the devolution of 
the requisite funds, together with the 
required organisational support (like the 
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scimtific data of the type 
available from satellite imagery to the 
local authonties) to help the people to 
plan their own lota! development pro 
grammes What wc need is external aid for 
wpporting programmes for harnessing 
solar energy, in order to provide a 
Hiaimum of energy to all households 
*^81 alone will reduce the felling of tiecs 
and the steady deterioration of soil fer¬ 
tility in large parts of the country We do 
need a bieak from the financing of mega 
industrial projects by the government and, 
to that extent, the Bank study may help 
to temper the pace of such investments 
But that IS not the way to stop ill-directed 
industrialisation A carefully modulated 
trade reform is necessary because, as 
Mnnal Datta C haudhuri has pointed out, 
our industrial structure has become highly 
complex and we seem to have succeeded 
in discoui aging innovativeness But the 
Bank-recommended package is certainly 
not the answer to our present problems 

Liberalisation does achieve decentrali 
sation—through private sectoi decision 
making—but the type of liberalisation 
recommended is likely to run counter to 
the more important needs of budgetaiy 
support for an employment guarantee 
programme, and social expenditure on 
education and health, et al The way to 
achieve this objective is thiough decen 
tralisation of political and economic 
authority, a tiansfer of funds undet cen 
trallv sponsored schemes to the States and 
from the States to the local authorities, 
a reduction of the overt subsidies, a reduc 
lion in defence expenditure and greater 
reliance on diplomacy, and a genuine 
beginning of economic co operation 
within the region, which would make for 
a shift in the allocation of resources to a 
more efficient pattern of production This 
does not need the type of liberalisation 
recommended in the World Bank study 

Let me admit that we do need reduced 
government regulation ot production and 
investment decisions by domestic entre 
pieneurs Wt* also need less of government 
r^ulation in regaid to technology deci 
lions, but only in legard to certain sectors 
What we do not need is the proliferation 
of technology for the manufacture ol 
Items like soft drinks and fast foods The 
concepts of consumer choice and ol a free 
market are myths The consumer is con 
dkioned by T V advertisements and by 
what his neighbour is doing There is no 
free market because in Delhi alone the 
MUne products have a price range exten 
ding to a difference of 200 per cent in 
different areas Not is a free market of 
any use to a bonded labourer with no 
monetary income Wc are tiying to apply 
the rules of the game relevant to a 
davcloped, Western society on an entirely 


The reform of the tttde ngune in India 
IS important, but not the most important 
need ot the day Nor is the package 
prescription of the Bank study bkely to 
help India even to achieve the limited ob¬ 
jective of trade reform because it may get 
the country enmeshed in both a widening 
internal and external deficit Ikue, the 
Bank study has, at the end, made certain 
recommendations which will, for a brief 
period, contain the external imbalance 
But we are apt to forget that there are 
severe limits to what exchange rate 
changes can achieve because of demand/ 
supply inelasticities and, in the process, 
wc can lose heavily on the terms of trade 
(See, V Bhaskar, ‘txport Promotion, 
Exchange Rates and Commodity Prices’, 
fc/’H', May 18. as one of several studies 
relevant in this context) 

To Whai Purpose > 

There are several other questions that 
arise Aftci implementation of all the 
refoims recommended, the various econo 
metric simulations piedict the current 
account deficit in the balance ot payments 
to remain the same (even after five to 
seven veais) as in the bast veai, namely, 
T per cent ol the GDP (vide Table 18 of 
the Executive Summary) Al the same 
time, overall output declines undet all 
assumptions, tl decline in machinery 
output ranging iic'm 10 S per cent to 16 6 
per cent under different assumptions So 
does the output of metals (the percentage 
decline undet dificrenl assumptions being 


meM dedittes, at do dieetricsl apidimctti 
and electronics. We are left with a small 
growth tn output of agriculture (ranging 
from 0 3 per cent to 0.9 per cent) and a 
reasonable growth of minerals output 
(ranging from 1 per cent to 4.3 per cent) 
Construction declines or increases 
marginally under different assumptions, 
the output of services goes up—how, one 
IS not quite sure because their growth 
should depend on the growth of produc¬ 
tion of goods 

What IS the purpose of the drastic trade 
reform recommended if aggregate output 
IS to decline not only in the short term but 
also in the long-term, and if the current 
account balance of payments deficit is to 
remain unchanged at 1 per cent of the 
GDP’ 

More detailed commentary on the Bank 
staff study is unnecessary The danger— 
and a real danger that exists today—ts that 
given our present piecanous balance of 
payments situation, recourse to IMT 
assistance in the short run may force the 
country into adopting measures which 
triay properly entrap us for a very long 
period The very existence of the country 
would in fact be at stake 

We do need to hbciate the Indian 
economy from the shackles ol bureau 
cratic control which have gradually 
tightened since around the mid-sevcnties 
But trade reform of the type recom¬ 
mended by the World Bank is certainly 
not the first step to this liberation 
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Forgettable Anniversary 

GPP _ 

Within two years of the TianaMmea Square incidents, the whole 
episode looks so frightfully dated. Nobody is interested in it any 
more. The investors are not. The West is not. Japan has been 
more than keen to resume its role in China which it vm forced, 
undo- American pressure to suspend for a while 


THE second anniversary of the 
Tiananmen Square incidents went off 
quite uneventfully. The Chinese authori¬ 
ties are a little wary of anniversaries. So 
they did not look ^forward to seeing 
unpleasant things. In a society practising 
ancestor worship, which is really worship 
of the venerated dead, any government 
would be wary of anniversaries. Last 
month Amnesty International published 
a detailed list of people still languishing 
in Chinese gaols as a consequence of their 
participation in the protest demonstra¬ 
tions of June 3-4, 1989. It is difficult to 
think of other protest demonstrations in 
the world which were so large and (quite 
contrary to the belief of the CPC leader¬ 
ship) .so uncertain of what they were sup¬ 
porting and demanding. The CPC leader- 
•ship, of course, did not think so. What 
happened then is more than well known 
and hardly needs any recapitulation. 

The net result has been that the aimiver- 
sary of the Tianaiunen incidents has made 
the Chinese leadership quite nervous. 
Somewhere the fear that death anniver¬ 
saries always produce unpleasant conse¬ 
quences has been quite strong in the 
minds of those who rule China. It has 
been so ever since Zhou Enlai’s first death 
anniversary way back in 1976. So the 
government of China decided to play it 
safe. Tiananmen Square remained closed 
to the public. No anniversaries, no 
flowers, no demonstrations was what the 
Chinese government had decided. There 
were, of course, references of the 
‘criminals’ of the Tiananmen, counter¬ 
revolutionary criminals, that is. Anybody 
who can be certain of who those people 
in Tiananmen Square in June 1989 were 
has to be very bold indeed. Amnesty 
International is certain that these were 
“prisoners of conscience*. The Chinese 
government is certain that they were 
counter-revolutionary criminals. Amnesty 
International talks of “hundreds of 
workers, students, intellectuals. Catholics, 
Protestants and Tibetans” who have been 
arrested since June 1989. But then 
organisations always have their peculiar 
and politically convenient categorisations. 
Chiang Kai-Shek was also a Christian, 
whether Catholic or Protestant is beside 
the point. But for a I.ondon-based 


organisation it must be important to an¬ 
nounce that ‘Catholics and Protestants’ 
have been arrested, they being (naturally) 
different from students and intellectuals. 

Anyway, to each his own prejudices and 
preferences. The fact of the matter is that 
there are any number of Chinese people 
in gaol. The second anniversary of the 
Tiananmen Square incidents was marked 
by the fact that these people are still there, 
although quite a few ‘students’ have been 
released. 

Normally the anniversary would have 
gone unnoticed. Asians being killed by 
their governments or by their own people 
does not attract attention any longer. It 
is simply a question of your preferences 
in killing. Some people don’t like the state 
killing people, but think that people kill¬ 
ing one another can be ignored because 
it is largely a function of state terrorism. 
Others think the opposite. Basically timid 
pen-pushers like us do not like these 
arguments, but what can we do? Wb have 
to live with violence and hope that it will 
not affect us. 

It is, of course fine tljat as Amnesty 
International points out, “trials in China 
do not meet international standards for 
fair trial” By international standards, it 
obviously means Euro-American stan¬ 
dards. It might indeed be true that Asian 
trials generally do not meet “international 
standards for fair trials”. There is no room 
for fairness in the Asian world. There has 
not been since the age of imperialism. 
Various ruling elites have simply replicated 
EuroAmerican standards for the coloured 
world in their respective worlds. This was 
seen quite vividly in the way in which 
South Korea’s Roh Dae-wu the other day 
dealt with his students who had taken to 
the streets in anticipation of the anniver¬ 
sary of the Tiananmen Square incidents. 
The riot police went on a rampage in 
downtown Seoul. The Chinese authorities 
must be wondering why South Korean 
repression of their own students does not 
evoke as strong a moral indignation as tlw 
Tiananmen Square incidents do or did. 

And this, they must ruefully think, in 
spite of their being now as open to the 
West and to the inflow of foreign capita! 
as the South Koreans are. A part of the 
Chinese authorities’ bittenieM in their 


condemnation of the perpetrators of the 
Tiananmen Square incident no doubt 
springs from what they must see as inter¬ 
national double standards. This is not to 
say that Amnesty International is guilty 
of them. But a whole lot of other people 
and institutions are. And even Amnesty 
International is clearly in the wrong in 
thinking that in Deng’s China Catholics 
and Protestants are detained because they 
are Catholics and Protestants. That 
simply IS not true. The Chinese state, like 
the state in any other developing country, 
reacts essentially to any challenge to the 
hegemony of the ruling elite. And but for 
certain parts of Latin America where 
liberation theology has been a major 
force, the Catholic chuich has been a 
remarkably conformist and passive 
institution. 

Anyway, within two years of the 
Tiananmen Square incidents, the whole 
episode looks so frightfully dated. 
Nobody is interested in it any longer. The 
investors are not. The West is not. Japan 
has been more than keen to resume its role 
in China which it was forced, under 
American pressure, to suspend for a whil& 
But even that is an old story. There is iii- 
tle doubt that those who are in gaol in 
China will have to conform to the new 
political requirements. They will be releas¬ 
ed once they recognise that. Already the 
process is on as far as the students are 
concerned. In these very columns we had 
talked of a popular poet being helped by 
the PLA navy to migrate to Ihiwan. There 
are no fair trials in China. But there an 
fair escapades; some engineered by the 
Chinese authorities themselves. 

There has been some restriction on 
religious activity in China. Hence the 
Amnesty International’s references to the 
Catholics and the Protestants. The world 
must look very different from London. 
But here in India we could do with some 
restriction on religious activity—whether 
Hindu or Islamic or Christian or Sikh or 
what have you. In backward societies 
these restrictions are important—one 
point which the much maligned Cultural 
Revolution was repeatedly making. It is 
no use mixing up religious rights with 
human rights, at least not in a backward 
society. So if the new regulations in China 
provide for that and if Li Peng’s govern¬ 
ment has enforced these regulations, they 
should not be condemned. There is no 
escape from backwardness. And if there 
is no escape from backwardness, there is 
no escape from repression and, of course, 
ftom the Tiananmen Square incidents or 
their repetition. Any anniversary judg¬ 
ment on the Tiananmen Square incidents 
will have to recognise that. 
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iRgiWCiy... 

Towards a Realignment of 
Social Forces 

4jit Ro^ 

It ts something of an irony that prospects, however vague, ot the 
resusutation of a Nchruvian perspective ot development have 
opened up only with the fading away ot the dynastic rule of the 
Nehru family. 


LVLN while d section of ihc Congiess(I) 
leadership is wistfully stiivinp to stretch the 
Nehru Ciandhi connection by seeking in 
draft Soma lidndhi as its new hcitnspeison, 
obviously only a nominal one, eveivone is 
conscious ot the fact that Indian politics has 
entered a new phase with the death of Rajiv 
Oandhi This awareness, naturally, has set 
the political paities to review their strategic 
orientations Political pundits ot various 
hues and statures in then turn have joined 
the gatpc by peddling their pet iheones 
four or five variants of strategic plans 
have so tar emerged to the tore hor instance, 
the C ongress(l) and the RIP arc still aiming 
at achieving the dominant role, but by 
sinking a changed chord, the first by 
unleashing a svmpalhy wave as witnessed in 
1984 in the wake of Indiia (landhi’s assassi 
nation and the second by shifting its 
emphasis from Ihc mandir-roti twins to a 
promise of ‘stability’ in the face of a likely 
loss of credibility of the same promise from 
the rudderless Congress!I) Then thcic arc 
voices either demanding a national govern 
mcnl, presumably including BIP represen 
taliyes, or a Congress(l) left joint fioni 
presumably CMluding the fanata Dal The 
Left paities are also engaged in a review ol 
their position, vaguely aware that m the 
changed situation they may have to levisc 
their tactics about the C ongrcss(l) Indeed, 
insofar as lyoti Basu’s speech at a condo 
leiice meeting in ( alcutta on May 26 is an 
indication, the C P1(M) may shift lowaids a 
more positive attitude to the Congressfl) 
Although the Indian people and then 
political leaders have seldom betrayed signs 
of a lack of down-to earth realism in then 
political ludgment in the past, their present 
search for ‘stability’ mainly through the 
installation ot a government with a stable 
maiority at the C eiitie ts certainly likely to 
prove chimeiical 1 he RIP wliose high pitch 
mandir campaign has been associated with 
bloody riots from one end of the country 
to the other, whose particular interpretation 
of ‘Hindutva’ by definition puts oft the 
Muslims, Christians, Sikhs, Parvis, Adivasis, 
Dalits and so on, and whose demand for an 
instant and forced integration of the Kasfmiii 
valley can offer no prospects for assuaging 
the hurt and estran^ kashniiri people can 
never be a credible champion or instrument 


of stability 

As for th( C oiigrcss(l), if it tailed to offer 
the much trumpeted stability with its nearly 
three fourths majority in the ninth I ok 
Sabha, how can it manage to do so with a 
slashed maionty this time, if it gets a 
maionty at all’ 

Moieover the Indian people and politi 
Clans should have in the meantime acquiicd 
enough histoiical experience to realise that 
real stability is a systemic function and that 
the assurance ol i government majority in 
parliament is oiilv < m ol iis many diinen 
sions Attentive obscr cisof the Indian scene 
should have also icaliscd that the moie basic 
factors tciuliiie to dittuib the pievailing 
stability in the coiintiy an Iht sirugglcs 
between the landless Dalits and the land 
holding middle cas <. the deprivations and 
alienation ot tlic Adivas.s the rivalries 
among the backward castes themselves lot 
vantage positions in the power structures 
and the itgional disparities leading lo 
widrspiead disaltection in the outlying parts 
ot the country arising particularly from the 
limited lopsided and tnegabtarian gtowtii 
processes 

1hc piomotion of sectarian parochial 
consciousness by all kinds of powei hungry 
politicians competing for the retention and 
extension of their captive bases furthei 
vonipounds this situation 

In these ciKumstances, a turn paiha 
mental y majority can itself become a factor 
for nuensitynig the destabilising pressures 
it this appaient stability is exploited to 
foitilv the position of the ruling coteries, 
just as Rajiv Gandhi’s regime had sought to 
do during most of its live ycai tenure This 
process only intensifies the asymmetries and 
contradictions within the icgimt’s social 
bases and between its social bases and the 
socio political institutions standing there 
upon All the destabilising factors listed 
above weie actually stimulatcxf by the shoit 
sighted attempts at ‘social and political 
eiigincciing’ iratiated by Rajis Gandhi in the 
eaily years of his rule 

I he violence that is presently sweeping the 
country and is being widely bemoaned as 
symptoms of ciimmalisalion of polities 
represents in essence the necessary norms of 
the destabilised politics of the day Stable 
politics has been defined as a constant 
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process of bargaining and accommodation 
on the basis of accepted procedures. A 
certain level of violence is, of course, 
permissible undei the norms of stability, 
some deviations from the norms are not, 
historically siieaking, really abnormal, there 
may even be deliberate violations of the 
noims, but only sporadically When deli¬ 
berate violations of the ‘norms’ ot violence 
become the rule, it indicates a fundamental 
breakdown of the so-called social contract. 
I c, the social consensus, that provides 
legitimacy to the existing system, in other 
woids, the hegemony and domination of the 
existing power bloc this calls for a new 
consensus on the basis of a radical realign¬ 
ment of social forces All the indications of 
the functioning—and non-functionmg—of 
Indian polity today proclaim clearly and 
loudly that such a basic realignment has 
become due But there precisely is the rub, 
so to say 

A basic shift in the existing correlation of 
toiccs HI India todav poses many intricate 
pioblems, tor which no readymade answers 
are available iiistly, in the context ot the 
contempoiaiy global developments, a direct 
option for a socialistiially-orieiited shift is 
haidly a realistic possibility even if one 
overlook' the question of maturity of the 
forces of production iieccssaty for such a 
leap 

A more modest stiategic objective, more 
in tunc with the existing situation, is a 
broadbased social alliance for pushing 
forward a model loi a democratic, egah 
taiian welfare oriented development ol the 
sort winch Jawaharlal Nehru had half- 
heaitedly advocated but failed to achieve due 
to the self cotitradiciions in his own mind 
and in his opctaiional plans besides the 
constraints and compulsions of the regime 
over which be presided installed by all 
round compromises 

It will however he naive and simplistic 
to think that successes in the sttivings for 
pursuing a revised Nchiuvian model of 
giowih will be cither easy oi guaranteed Not 
only the internal impediments remain as 
deeply embedded but the external environ 
ment has also become much more untavoura 
ble due to the eclipse of the so-called 
socialist camp, significant weakening of the 
non-aligned movement and much more than 
a corresponding strengthening of the neo- 
colonialist toaes—all this veiy much 
weakening the autonomy of the Indian 
economy as well as the Indian bourgeoisie 

Any success m this, the most appropriate 
under the circumstances, direction will 
demand the simultaneous operation and 
interaction of a number of factors and 
proc .ses, such as 

(I) The unity of action of a wide array of 
Leftist forces, party-based and non-party, 
and the combination of militant mass 
actions with a skilful use of parliamenuury 
and other institutional forums 
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Politics of ‘Peaceful’ Poll 

Kamanipee 


The self-congratulatton in Assam over the peaceful conduct of the 
polls may not be entirely unjustified, but more important it is to 
note the ULFA's role in keeping the elections peaceful and the 
calculations underlying it. 


gccris-capitaiiA) growth, never faiimg to link 
these unmediate and partial actions with the 
long-term objective of soaal transformation, 
in both matenal and cultural terms 
(til) Straigthemng the linkage between the 
national struggles in India with all similar 
stnvings in other parts of the world, 
including the actions ol the radical forces 
m the developed, neo-colonialist, countries 
(IV) And, finally, an important part of this 
programme will be a sharper definition ol 
the socialist perspective itself—from both 
the ends, i e, deep going and critical studies 
of the capitalist dynamics and a renewal and 
enrichment of the conception of its socialist 
alternative on the basis of critical studies ol 
capitalism as well as of the received theories 
and perceived practice of socialism 

From this strategic conception, the immt 
diate tactical tasks on the morrow of the 10th 
Lok Sabha elections will be 

(i) to define a common platfoim of the Lcii 
forces for the purpose ol isolating and 
weakening the medievalist disiuptivc BIP 
and similar lorces, and 

(ii) sitting to the extent possible principled 
elements Irom the entire range of the cen 
tiist bourgeois parties i c the ( ongress(l), 
Janata Dal and Samajwadi Janata Dal, tor 
a broad Centre I ell alliance based on a 
programme consistent to the extent possible, 
with the obiectives noted above and excluding 
to the extent possible elements wedded to the 
Hindutvavadi’ persuasions 

In other words the mam tactical task 
should be to isolate the BIP and it' sym 
pathisers on the one hand arid to mobilise 
the bouigeois democratic elements as far as 
possible on a wide platform ideationally 
motivated by the Left 

It IS something ot an itony ot histotv that 
prospects, however vagut nave opened up 
lor the resuscitation ol a Nchruviaii pers 
pective of development m the country onlv 
with the fading away of the prospect ol the 
dynastu rule of the Nehru family 1 he reali 
sation ot these prospects will, however 
continue to be retarded nil the cynicism 
sycophancy personal aggrandi >cmcnt and 
similar legacies left by Nehru's tannly 
successors are purgcxJ from the political 
culture of the ‘mothei paity and its pioli 
tciating offspnng 

Finally, it should be always borne m mind 
that this contemplated nco Nehruvian phase 
can only be a shuit period when radically 
orienteel social lorces will have to confront 
neo colonialist, inegalitarian and authori 
tarian fortes for supremacy and a moa 
permanent delineation ot the social physiog 
nomy Indeed, with the griming mtensi 
fication of contradictions within India and 
III the global environment, the multi class 
heterogeneous alliance can only be a shoit 
lived one Hence, skilful permutations and 
I nbinations of MPs will be ot much less 
importance than the mobilisation and 
unitication of people in the fields and 
lactones 


THE elections to the 14 Lok Sabha seats and 
124 of the 126 assembly seats in Assam pass 
ed off uneventfully, barring a few mmor 
incidents There was no polling for the 
Kokrajhar West (ST) assembly seat because 
the ‘independent’ candidate supported by 
the All B^o Students’ Union and the Bodo 
Peoples’ Action Committee was declared 
elected unopposed after the other candidates 
in the fray were ‘persuaded’ to withdraw The 
ABSU BPAC combine is leading the agita 
tion for the creation of Bodoland, of which 
kokrajhai area would be the very core, and 
IS supporting selected ‘independents’, view 
mg the polls as a virtual referrendum for the 
creation of Bodoland Polling in Badarpui 
assembly constituency was countermanded 
following the death, due to natural causes, 
ot the candidate ol the Natun Asom Gana 
Parishad 

The few very mmor incidents that marred 
the peaceful conduct of the polls, of which 
the most serious appears to be the incident 
ot ballot box snatching by one ot the former 
ministers in the AGP government m the 
Kamalpur assembly constituency, do not 
even deserve notice in the context of the 
norms for electoral conduct being set in 
other parts of the countiy Naturally, there 
has been a lot of seif congratulation in 
Assam over the peacctui conduct of the 
polls 

I he self congratulations are not uniusti 
lied I here were indeed widespread appre 
hensions of violence before the polls, given 
the bitter conflicts that have been raging in 
the State between and among the various 
sections of the State’s population, now ap 
patently hopelessly divided along bitterly 
antagonistic castc/language/religion/ethmc 
divides— to take note ot only the major divi 
sions These divisions have become especial 
ly sharp m the live years of AGP rule dur 
mg which many of the State’s indigenous 
minorities (who together would probably 
form a majority) had become totally 
alienated from the AGP government The 
most visible evidence ol this alienation has 
been the agitation lor the constitution ot a 
Bodoland as a separate State outside Assam 
being led by the ABSU BPAC combine, the 
agitation for the constitution of the two 
aulonon ous hill districts ot the State into 
an autonomous State within Assam being 
led by the Autonomous Stale Demand Com 
miitee (ASDC), the agitation for a ‘federal 
reorganisation’ of the Stale according to a 
highly complicated scheme of autonomous 


structures covenng every segment ot the 
State’s population—this last bang led by the 
United Reservation Movement Council of 
Assam (URMCA) Every one of these agita 
tions viewed the State’s politically and 
culturally dominant Assamese speaking peo¬ 
ple, especially that section which they 
derisively identified as forming an ‘uppa 
caste Hindu diquc’, with total hostility 

These new contentions, along with older 
and more inhaent ones revolving around 
language and religion (the latter in a rather 
subdued manna) had so muddied the social 
and political atmosphere in the State dur 
ing the years of AGP rule that apmehensions 
of a volatile situation during the election 
campaign and the poll were natural Indeed, 
with the AGP itself splitting almost on the 
eve of the polls, adding another dimen'ioii 
to the existing divisions, such apprehensions 
were not unreasonable 

Above all was the most serious appre 
hension that the United Libaation Front of 
Asom (ULFA), the organisation committed 
to secunng the ‘liberation’ of Asom from the 
clutches of India, would interfere in the elec 
tion process eitha by disrupting the polls - 
after all, ULIA openly derided ‘Indian 
demoaacy’—or involve itself in more 
mysterious ways to secure the election of 
candidates who in the organisation’s calcula¬ 
tion would be of assistance to the organisa 
tion In this scenario, every kind of inter¬ 
ference by the organisation, including in 
timidation ot voters and candidates and en 
forced withdrawals (rather in the manner in 
which candidates in Kokrajhar West (SI) 
assembly constituency were ‘persuaded to 
withdraw), was envisaged 

And yet the election campaign and the 
poll have gone oft with remarkably little 
fuss 

However, the real credit for the peaceful 
conduct of the polls appears to be due not 
so much to the peaceful disposition ot the 
contestants and their supporters, nor to the 
deployment of a large number ol para 
military fortes to augment the State’s police 
forces (now acknowledged by the Slate's 
director general of police to have been in 
adequate and rather thinly spread) but to the 
strict way in which ULiA adhered ti> its 
declared policy of non involvement in the 
electoral process, on the ground that it did 
not believe in ‘Indian democracy' and indeed 
did not subscribe to the concept of ‘India' 
as a political entity 


Economic and Political Weekly June IS, 1991 


1443 



tual purport of such a declared policy of 
non-interference, and whether the formal 
declaration was simply a (.over for more sub¬ 
tle forms of intervention, ULPA remained 
steadfast to Its detlaralion Atthesametimc 
since ULPA had refrained from calling upon 
‘he people to abstain from voting -some in 
I trventions by UL FA spokesmen in the local 
press actuallv urged the voters to take part 
if only to realise from actual experience the 
futility of taking part in tht ‘farce* of 
elections- -It was clear that (Jl PA wanted 
the elections to be held while keeping it sell 
formally away from the electoral process 
The assurance ol non involvement and 
rctraimng from a poll boycott call was cleat 
ly double-edged, tor these also meant that 
no one else should disrupt, or in any way 


STANDARD AND POOR, the interna 
tionally reputed credit rating agency, was the 
first to break the news that India had sold 
gold in /iiMch on May 30 to cope with the 
foreign exchangi crunch and consequently 
It has lowered India’s debt ratings to BB-r 
for long teim scnioi debt It was the second 
such downgrading in less than a yeai As tur 
Ihcr speculative icports concerning gold sale 
surfaced, the government of India 
hesitatingly confiinad that India had, for 
the first time, sold 20 tonne* of confiscated 
gold to raise I 200 million (Rs 400 crorc) 
with rcpuiihase piovisioiis to deal with the 
balance of payments ciisis Ihe gold had 
been sold thiough Ihe State Bank of India 
purely on a lease basis lor a period of six 
months The foieign exchange protuad 
through the gold sale would carry a Hat 
LIBOR rate ol 6 3 pti icnt RepoitedW the 
swapping was dune after the eontiseated 
gold was shipped overseas fui an interna 
tionally accepted mint mark cerlifving good 
delivery quality, which hceanie necessary as 
the Indian mint did not hgure m the 32 
recognised mints worldwide 
An act as desperate as the sale ol gold 
(which even seemed to have afleeted the vice 
tion prospects ot luling goveinment) had to 
be resorted to in order to raise resources lo 
meet the antieipaltd toreign exchange gap 
ot around $ 700 million for June Spec ula 
tion IS that the countrs may be forced to 
pledge fiiithcr amounts of gold to avoid the 
disgrace ot detaultmg on debt servicing 
obligations Ihcie have also been icports 
that the Reserve Bank ot India might use its 
own monetary gold (kept as aserve for cur 
reney issue) lor raising rcsouices through 
leasing Ihc RBI indeed does enjoy the 
statutory sanction tor selling or swapping 


kind of malpractices, the electo^ process. 
This, and the implications of defying such 
suted pobey and unstated dtiecuves, appear 
to have contnbuted rather more tellingly to 
the uneveiitfui conduct of the poQs in Assam 
than anything else. 

This stand appears to be pei fcctiy consis 
tent with the organisation’s larger objec¬ 
tives—affirming Its lack of faith in ‘Indian 
democracy’-and its immediately tactical 
requirement ol ensuring the establishment 
of a relatively weak, regional party govern¬ 
ment or. even more preferably, a coalition 
government ol regional parties, in the State, 
which alone will enable the organisation to 
resume its activities and regroup its scattered 
personnel in a post-Operation Bajrang 
scenario 


15 per tent of the ofticial gold reserves 

The gold pledge has proved very ton 
trovcrsial The prime minister himscit took 
pains to explain the lationalc of using Ihc 
gold fur raising foreign exchange n souri.es 
He explained that the 20 tonnes ot gold had 
been mortgaged and not “sc Id in ordtft to 
manage a ditHcult market situation’ Ihc 
RBI guvtrnoi was the competent authority 
to tala, a decision in this regard, hut the deci 
Sion had been latilted by the goveinniini 
J he prime minister added that if the rc 
quired foieign exchange had nut btcii rats 
cd by pledging gold, the lountrv s vrcdihili 
ty and cicditworthiness wciuld have hcwi 
seriously impaiied 

There has ban criticism ol the govern 
ment’s daision to convert a non liquid asset 
\iu gold stocks, imo moii liquid floating 
toreign curicnev assets Irom dilteiem 
quarters Also thcie has been support lor the 
government’s action Most of the critical 
comments have focused on Ihc ethical 
aspects, the propriety and the timing ol the 
decision and have tailed to address the 
underlying basic issues To stress the ob 
vious, the nad tor the sale has arisen 
because ot the large and widening external 
payments deficit, in particular the trade 
deficit The increase in Ihe trade deficit is 
in part ascnbabic to the oil price rise which 
followed the Oult crisis But even excluding 
the effat of high oil prices, the trade deficit 
widened markedly to about Rs 16,000 crorc, 
reflating basically the impact of the policy 
of liberalisation pursued m the past five 
vears Ol so This got reflected in the surge 
in the non oil import bill The deterioration 
of the balance of payments gathered 
momentum after July 19^0 The expatation 
of an acceleration in inflation and creeping 


brmgii^ imports forward and ddaylng 
repatriation of export proceeds. This was 
further compounded by the cessation of ac¬ 
cretion to the non-resident deposit accounts 
as a result of the Gulf crisis and perhaps the 
impairment of confidence in the economy. 

A number of general observations could 
be made abc'M. the problems and prospects 
of balance of payments The deterioration 
ot the trade deficit could be attributed m 
large part to factors within the domestic 
economy Fust and foremost, the economy 
has been unable to adjust its structure to 
^.hanging domestic and international econo¬ 
mic conditions Investment in the produc¬ 
tive sators of the economy has not been at 
the required pace 

A tow level ot investment has implied low 
ra'c of technological progress, for new in- 
vcstincnl incorporates new technology The 
resultant low productivity, widening 
tahnological gap, low degree of special! 
sation of many turns, and production of 
goods which face declining domestic and 
Rvrcign demand have led to the erosion of 
India’s competitiveness I unhci, government 
policies have contributed to the creation ol 
an economic cnviionmcnt that has indeed 
aggravated the trade imbalances large and 
grow mg govci iimcnt deficits gcaied to con 
sumption have given use to high liquidity 
In spite ot the lacklustre economic growth, 
the vountrv has been resorting to extensive 
borrowing, in particular short term b'irrow 
mgs As a result there has been an ac 
cumulation of external public debt, the ser 
vicing of which has imposed a considerable 
burden on the countiy This, coupled with 
sharp llu* tuation in altcady insufficient in 
visible receipts and inflow ot private capital, 
cicatcd a despc ale situation where the 
govcininciit has bcH-n driven to fall back on 
the last K sort ot selling its gcild slock to pay 
Its debt 

Such 'ale howcvei does not provide a 
lasting solution hai next, after all the 
available gold stock has been pledged’ 
Balance ot payments instability has become 
a chronic problem Lxtcrnal payments pro 
spccts arc bleak Domestic maciu economic 
imbalances arc worsening Inflationary 
pressure is building up Monetary policy is 
tight and production repressed The inter 
national economic environment is far from 
tavourahlc The growth rate has considerably 
slowed down m the industrial countries 
C onditions in the world money and capital 
markets are nol encouraging There is a cer 
tain degree ol imcei taintv regarding the 
c niiitry’s ability lo raise* capital through boi 
rowing lollowmg (he sharp downgrading of 
the country s credit raung Above all, there 
IS iio economic administration worth the 
name the country This ominous situation 
calls for rethinking of policies and cry mg a 
halt to the economic liberalisation T here is 
need to study and draw lessons trom the ex¬ 
perience of a countiy like Pakistan which 
has recently gone the whole hog with the 
polic-y of aonomic liberalisation 


Gold Sale: Symptom, Not the Malady 


The government’s decision to 'pledge' 20 tonnes of confiscated 
gold abroad, nhich has attracted widespread criticism, is hut a 
symptom ol the country ’s external economic crisis which calls lot 
resiew and revet sal ot the policy ot economic liberalisation. 
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'Ihnm of FoliticM M India 

T V Sathyamurthy 


Discussion at the second conference of the project Terms of 
Politica! Discourse in India* focused on the themes of State and 
Social Oppression: India's Economic Policy in the International 
Contact; Politics of Agrarian Transformation: Structure, Discourse 
and Political Institutions; State, Nation and Class: and Resistance, 
Co-option and Cultural Transformation. 


THE second conference (Bhubaneswar 
September 20-23, 1990) of the project 
‘Terms of Political Discourse in India’ was 
essentially designed to enable the con¬ 
tributors of papers to comment critically 
on each other’s work prior to undertak¬ 
ing the production of final drafts, and to 
discuss the main themes of the projected 
volumes with the aim of ensuring a degree 
of coherence in the work as a whole. Like 
the first conference (T V Sathyamurthy, 
‘Terms of Political Discourse in India’, 
EPW, July 7,1990) the Bhubaneswar con¬ 
ference also reflected the wide range of 
issues falling within the scope of the 
project, if anything with sharper focus. 

The conference was divided into 
workshops around the following six 
themes: (1) State and Social Oppression: 
Identity and Resistance; (2) India’s 
Economic Policy in the International 
Context; (3) Politics of Agrarian Transfor- 
tnation; (4) Struaure, Discourse and 
Political Institutions; (5) State, Nation and 
Class in India; and (6) Resistance, Co¬ 
option and Cultural Transformation. It 
was hoped that, in these groups, areas of 
agreement as well as of disagreement bet¬ 
ween contributors could be fully explored. 

Stale and Social Oppression: Identity and 

Resistance 

The papers grouped together under this 
rubric were: Ilina Sen, ‘Aspects of the 
Women’s Movement and Political Action 
in India’; Sudhir Chandra, ‘Understan¬ 
ding Hindu-Muslim Relations; A Note on 
Two Hindi Novels’; V Suresh, ‘The Dalit 
Movement in India’, and an abstract of a 
paper on ‘Fourth World Realities and the 
Distortions of the Dominant Discourse; 
The Case of the Indigenous People of 
Orissa’ by R K Nayak. 

Sen’s paper provided a broad historical 
overview of the women’s movement in its 
most recent phase and included some of 
the theoretical issues relating to specific 
features of its elaboration in the Indian 
socio-political and economic context. The 
discussion focused on women’s position 
Within ‘general’ movements, the tensions 
iietween men and women in common 
political action (e g, over land- and forest- 
based issues), the question of women and 
the media in relation to the market and 


patriarchal values, the integration of the 
position of women in the family with their 
specific class/caste positions, the mean¬ 
ing and role of ‘equality’ in women’s 
struggles, and how the relatively equal 
status of women, say, among certain 
Adivasi communities can be maintained 
under conditions of change. 

A number of participants raised ques¬ 
tions on Sudhir Chandra’s paper relating 
to the applicability of concepts valid at a 
micro level to the sub-continental level, the 
costs that non-dominant (i e, minority) 
cultures were required to bear as a con.se- 
quence of the dominant culture providing 
the paradigm of homogeneity for the 
society as a whole, and the structuring of 
various identities (i e, the different com¬ 
munal identities as well as other socio¬ 
political and economic identities) in a 
hierarchy and not simply as co-existent 
ones. 

The discussion of Suresh’s paper on the 
Dalit Movement touched on the reasons 
for the increase in atrocities against Dalits. 
Two alternative hypotheses were put for¬ 
ward; a decline in the sense of community 
and the failure of the state to intervene at 
the local level in order to guarantee civil 
rights; and the Dalits’ refusal to accept 
their ascribed position and organising 
themselves successfully to resist upper 
caste domination. Another question to 
surface reflected upon the problems in¬ 
volved in mobilising Dalits as a unitied 
force because they wcie now active in dif¬ 
ferent spheres and members of different 
classes to some extent. 

The contradiction between those 
among the Dalits who are agricultural 
labourers and those who have developed 
urban or non-agricultural links was 
highlighted. Dalit women’s experience of 
struggling against .sexual violence at the 
hands of upper or higher caste men was 
also discus^ with special reference to the 
accusation levelled against them that they 
were ‘in league’ with upper caste women 

The author was questioned as to why 
there was no reference in his paper to the 
Bahujan Samaj Party and to the Satnami 
movement in Chatli.sgarh. Another strand 
of the discussion related to the distinction 
between reformist movements (aimed at 


Changing Ute postfioA of the ItaJits wiiHin 
the caste order) and revolutionary over¬ 
throw of the caste order itself. It was sug¬ 
gested that the policies developed by the 
existing state could contribute a material 
basis for a ‘humanistic ideology’. 

R K Nayak’s abstract elicited discussion 
of the diversity of cxpetiences within the 
category of Adivasis, varying from the 
Adivasi population fr.igmenied in central 
India between a nuinbci ol Slates, to terri¬ 
torially homogeneous Adivasi conununities 
with sharply developed sense ol national 
identities. A numbei ol particiiiants were 
interested to know wlieihci ihcievvasany 
role foi surviviiip eleinents ot collectivism 
in the future of the Adivasi communities. 

Resistance. C o option and Ciilftiial 

Transfonnuiion 

S V Rajadiiiai and V C>eetha's papci on 
‘DMK Hegemony. I lie C iiltural 1 imits to 
Political Consensus’ gave rise to a discus¬ 
sion of the question ol the ‘Tamil nation’. 
Some fell that the criticism of the DMK'.s 
‘compromise’ put loiward in the paper 
was premissed on the assumption that a 
lamtl nation was in lact m existence as an 
ideological construct it not as a pohiic>.l 
reality. It was suggested that the Tan' l 
question could not be analysed separately 
from questions of the nation state and of 
markets. Tamil nationalism could only be 
understood if India were regarded as a col¬ 
lection of nations, rathei than as a single 
nation. Attention was also given to the 
Tamil national snuggle m Sn I anka and 
Its class basis. The authors leli that the 
DMK ideology could be regarded as pio- 
viding the inspiration; it also made a 
dynamic input into Tamil culture 

The question of how- the appropriation 
of dissent described in Sunn Krishna’s 
paper (entitled ‘The Appropriation of 
Dissent; The State vis-a vis People’s 
Movements’) fitted into a larger structure 
of stale and civil society was considered. It 
was suggested that the paper could throw 
light on the differing relations of dif Icrcnl 
movements to the stale in teims of the 
nature of the demands made on the state 

India’s Economic Pohev in International 

C'ontext 

The following papers were discussed 
under this iiihrie: A K Hagchi’s ‘Ihe 
Discourse ot Political l-.conoiny in Post 
(.'olonial India. A I-ractured Consensus or 
a Vanishing Facade?’; Pramii C’huudhiiri’s 
‘hcononiic Planning in India’; Krishna 
Bharadwai’s ‘Region,** Ihlferenliation in 
India’; T V Sathvamurthy's ‘India’s Inter¬ 
national Role; I conomic Dc'ivndcnce and 
Non-Alignment’, Sanjaya Baru’s ‘India’s 
Industrial Policy', F Sridharan's 
‘I ibcialisation, Scll'-Rcliancc and 
Technology Policy m India in the 80s; A 
Shift in Terms of Discourse'*’, and Sumati 
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Nair’s ‘inflia’s population policy. 

The discussion on Bagchi's paper cen¬ 
tred round the failure to create the condi¬ 
tions tor capitalist development since 
independence through the adoption of 
'economic nationalist' policies including 
agrarian transformation, the role of the 
left in India, the tension between building 
socialism and promoting capitalism by 
demanding more stringent economic 
nationalism and the enforcement of 
‘bourgeois laws’ disciplining capital, the 
contradictions engendered in the develop¬ 
ment pattern <e g, the Punjab), the role 
of the political coalition including the rich 
and middle peasant classes, the problems 
posed by India’s specific 'class-caste' con¬ 
text for fosteimg economic nationalism in 
an effective manner, and the nexus 
between market-sharing between regional 
capitalists and economic nationalism. 

Chaudhuri’s paper was followed by a 
discussion of difleient strategies of growth 
and the distinction between a ‘support-led 
strategy’ and a ‘growth-led strategy’. It was 
suggested that the role of the state should 
be re-defined to enable a better re 
distribution of the surplus whilst mobilis¬ 
ing to advantage the resources that the 
poor alicady have. It was stressed that 
such policy changes could only be effec¬ 
tive tf they were underpinned by structural 
change such as land reform and legal 
changes .strengthening economic na¬ 
tionalism. There was some discussion of 
the process ol planning itself as a strategic 
instrument serving certain class interests 
whose nature has changed over time. A 
distinction must be made between the im¬ 
pact of planning on high, middle and low 
income groups on the one hand and ‘the 
poor’ on the other. The main conclu.sion 
of the paper teniamed that planning had 
not aflecled poverty. 

Krishna Bhaiadwaj’s paper evoked 
comments pomiing out the need to 
include some discussion of the regionally 
uneven role of nationalised banks and 
their policy of transferring resources to 
advanced industrial areas. Several ques¬ 
tions were raised, among which the 
following were cential; were Gujarat and 
Maharashtia, say, in fact well placed in 
agriculture at the beginning (in the SOs 
say)?; was the Stale Domestic Product 
(SDP) a good measuic of the differential 
performance of the States?; was the rela¬ 
tionship between growth and poverty im¬ 
plied in the paper valid?; what was the 
role of factors such as the nature of 
extraction ot suipUis by trading-finance 
capital and ol markets in explaining the 
pattern of backwardness? 

The discussion following Sathya- 
murlhy’s papci touched, among others, 
on the following controversial points: had 
the paper not exaggerated the role of 
foreign capital (especially foreign direct 


capiuii) wio over-esiunaica me exicm oi 
India’s satellisation; was there a con¬ 
gruence between the set of issues raised 
in the paper—viz, hegemony. liberalisa¬ 
tion and dependence—and certain impor¬ 
tant events—viz, Bangladesh war (1971), 
FERA (197.1), the first liberalisation 
budget (1975-76), and the IMF loan 
(1982)?; how should the responsiveness or 
the tack thereof towards the poor as 
witnessed by expenditure allocation be 
evaluated? 

The main issues raised in response to 
Sanjaya Baru’s paper hinged on whether 
the ‘breakdown of consensus’ hypothesis 
(referring to the broad consensus in the 
country on the industrial strategy to be 
followed during the first 20 to 25 years of 
independence) would bear closer examina¬ 
tion without (further data (e g, a .statistical 
profile of the different groups and sectors 
in the economy and their import inten¬ 
sity), whether the paper did oi did not 
understate the role of international 
capital, and whether the paper under¬ 
estimated the-nature of restructuring 
under way in the Indian economy. 

Criticisms of Sridharan’s paper revolved 
lound the contention that it contained no 
references to the alternative discourse. Ac¬ 
cording to a number of participants .self- 
reliance had never been dcHned as 
autarky. The implied simple assumption 
in the paper that allowing more 
technology import would solve the pro¬ 
blem was also attacked. Some suggested 
that technology should be approached in 
a more disaggregative manner than in the 
paper. One criticism related to the absence 
in it of an explanation why indigenous 
technological capabilities did not develop 
earlier on. 

The two mam comments on Sumali 
Nair’s paper hinged on the need for a 
more sophisticated critique of Malthus 
and the importance of the relationship 
bctwt‘en political crisis and shifts in 
population control. Another point related 
to decisions concerning the use which 
women made of their bodies. These 
should be increasingly made directly by 
women themselves and not allowed to 
remain surrogate decisions taken.on their 
behalf by men. 

Politics of Agrarian Transformation 

This workshop consisted of papers by 
Ravi Srivastava (‘Some Recent Trends in 
the Pattern of India’s Uneven Develop¬ 
ment and Implications for Political Pro¬ 
cesses’). Dev Nathan (‘Agricultural 
Labour and I\)or Psasant Movement in 
Bihar: Nature of Resistance and Problems 
of Strategy’), Sucha Singh Gill (‘Agrarian 
Capitalism and Political Processes in the 
Punjab’), and R Vidyasagar (‘New 
Agrarianism and Challenges for the Left’). 

Srivastava’s paper led to a discussion of 
the dynamism in hitherto ‘backward’ 
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with political implications related to their 
caste ba.ses. It was suggested that even 
uneven development should be studied in 
a national context for the reason that the 
success of ‘backward’ class movements 
depended on the extent to which they 
related to national issues. A discussion of 
the implications of the rise across regions 
of the rural real wage rates differentiated 
between advanced areas where the im- 
peius for rural wage increases came from 
rising demand and backward areas where 
the stimulus was provided by migration. 
However, this was not consistent with con¬ 
ditions of overall ‘surplus’ labour. 

Dev Nathan’s paper gave rise to a 
discussion of the different forms of 
agrarian transformation and of the 
significance of the group emerging as 
capitalist farmers from the lower castes 
(Kuimis, Yadavs and Keoris). Some 
discussion also focused on the impact of 
different types of agrarian change on 
women’s position. 

Sucha Singh Gill’s paper was followed 
by a discussion of the present political and 
economic situation in Punjab. Protest 
niovemems in the State were not being 
articulated by the labouring classes but by 
the emerging agrarian bourgeoisie from 
whom the Shiromani Akah Dal drew 
its main political support. The rural 
bourgeois elements also tended to take 
over more and more elected offices in the 
local administration at the level of the 
district and below, as well as leading 
‘farmers’ movements’ and ‘kisan move¬ 
ments’. It was pointed out that differen¬ 
tiation was taking place in several 
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Mctonl compositioQ. 

The discussion of Vidyasagar’s paper 
centred round the failure of the Left to 
mobilise the rural proletariat in the past 
which was linked to their emphasis on 
building an alliance against the landlord 
class. There were also some comments on 
the role of the CPI(ML) parties, and in 
particular the Indian PeopIe^s Front (IPF) 
in th& areas in which they were active. 
Structure. Discourse and Political 

Institutions 

The papers discussed in this workshop 
were: Rajni Kothari’s ‘Fragments of a 
Discourse: Tbwards Conceptualisation’; 
Subrata Mitra’s ‘Modernisation, En> 
dogenous Culture and Revolution: 
‘Western’ Paradigms of Indian Politics’; 
Satish Saberwal’s ‘Democratic Political 
Structures’; Kalpana Wilson’s ‘The Post- 
Independence State in Marxist Writing’; 
Dbirubhai Sheth’s ‘The Great Language 
Debate: Changing Tferms of Discourse; 
Sudipta Kaviraj's ‘On the Structure of 
Nationalist Discourse*; Suranjan Das’s 
‘The Indian National Congress: Aspects 
of Continuity and Change*; and Javeed 
Alam’s ‘Nation: Discourse and Interven¬ 
tion by the Communists in India*. 

The discussion that followed Kothari’s 
paper drew attention to the questions of 
distinguishing between ‘discourse’ and 
‘non-discourse’, distinguishing between 
following some form of logical order and 
adopting intci-locking discourses, and of 
the absence of reference points (implied 
in vertical segmentation in discourse). Did 
discourse mean ‘contingent utterances* or 
‘a range of utterances possible* or ‘con¬ 
ceptual common sense’? Discussion also 
centred round the tendency to regard the 
state as the only agency that can change 
society, the precise point in time when the 
post-colonial state was first challenged in 
India (by the Maoists in 1966?), the hiatus 
in the paper originating in a possible lack 
ot sense of propoition in Kothari’s ap¬ 
preciation of orders of magnitude and, 
most interestingly, the difference between 
Nehru’s and Gandhi’s position concern¬ 
ing the relationship between state and 
society in discourse-analytic terms and the 
advantage enjoyed by the former over the 
latter who did not have a clearly worked 
out model. 

A main point to emerge in the discus¬ 
sion of Mitra’s paper was the intellectual 
slavery of much of Indian political science 
to categories and concepts handed down 
by Western political science, and its 
servitude to existing terms of reference. 
There was some controversy over Mitra’s 
treatment of specific authors such as 
Francine Frankel and AtuI Kohli. 

Among the wide range of comments 
that ^berwal’s paper attracted, the most 
persistent one relat^ to whether there was 


symbols. There was an impUi^t assump¬ 
tion that Western paradigms and dassi- 
Hcatory schemes were universally ap¬ 
plicable, especially at the level of 
understanding of emancipatory action. 
One of the participants pointed out that, 
over and above the segments and fractions 
of society, there was a range of expecta¬ 
tions and underlying divisions which were 
human, emancipating, liberating, etc, and, 
as such, frameworks of understandings 
and actions that were not bound by 
cultural presuppositions could be concep- 
tuali.sed. Another point made was that, in 
order to produce the translation of ideas 
and experience into workable ideologies, 
and set in motion the creative process of 
constructing ideology, a high level of in¬ 
stitutionalised organisation was needed. 
On the other side, ‘bhaichara’ applied its 
tradition of control over force to per¬ 
petuate mayhem. In ordo' to operate 
legislative (i e, democratic, institutionalis¬ 
ed) structures at the State level, par¬ 
ticipants ought to be willing to work to 
norms and disciplines and not create ar- 
tiHcial majorities by buying and selling 
legislators (a canker that could well spread 
to the Centre). 

Wilson’s paper stimulated several in¬ 
teresting contributions. It was pointed out 
that there was no crystallised version of 
the major political trends in India in 
academic writings. Marxist contributions 
on the Indian state were important and 
should not be belittled. The question of 
the character of the Indian state was 
closely linked to the assessment of the 
character of the bourgeoisie (is it a col¬ 
laborationist or an oppositionist ruling 
class?). The actual understanding of the 
communist movement in respect of this 
question has varied from one to tlie other 
it was pointed out that the author’s remit 
was restricted to academic Marxist 
writings on Indian politics and did not 
extend to inner party controversies. After 
a period of stagnation (the 60.s and the 
lOs), Marxist and party intellectuals were 
feeling much more relaxed and secure 
about advancing reassessments of the 
strategy and tactics of the communist 
movement, and self-censorship was 
definitely on the wane. 

Among the resporeses evoked by Sheth’s 
paper were: (I) the distinction in the paper 
between two levels of discourse—the 
existential and transcendental—and the 
shifts in these due to changes in social 
reality (especially in contested areas of 
change); and (2) the dimension of 
minority rights which involved the 
questions of identities and equality as 
reflected in the way in which the relation¬ 
ship of symbolic contestations in differait 
representations of reality related to each 
other. Some interest was aroused on the 


firmative action in the safeguarding of 
minority rights, the Constitution being 
cited as an example of this fay counterpos- 
ing abstract issues of equality in the form 
of individual rights versus group rights. 
In a number of States, effective political 
power had passed from higher to lower 
castes. Yet, paradoxically, this did not af¬ 
fect the position of a vast majority of in¬ 
dividuals belonging to lower castes. 
Another question that came up for discus¬ 
sion was the change in the role of English 
in the education of the regional elites. The 
impact of the market on the state and its 
contribution to the speed ol dissemina¬ 
tion of English was also discu.ssed. The 
phenomenon of metropolitanisation and 
the competing position of the English and 
Hindi educated segments of the elite were 
also commented upon. 

Kaviraj’s paper stimulated an energetic 
discussion. A point was raised about the 
dominant language. From Gujarat to 
Assam there was a linguistic continuum, 
and in every region rural people were 
bilingual or multilingual due to the 
overlap and variation of dialects from area 
to area. The term ‘composite cu lure’ 
featured in the discussion next, ^as it 
something that the likes of Nehru had or 
was It the feature of villages in which the 
Moharram procession started from the 
courtyard of the Hindu temple and the 
Durga image was taken right up to the 
mosque before it was taken out for the 
immersion ceremony? Composite culture 
of the latter kind should be distinguish¬ 
ed from the hybrid Anglo-Indian or Indo- 
Anglian culture of the elites. Discussion 
was also extended to include the question 
of Hindu versus all-India nationalism and 
Jinnah’s brand of Muslim nationalism. 
In order to address the question of 
nationalism adequately it would be 
necessary to comprehend its many-layered 
character analytically. The process of 
enumeration was crucial to nationalism as 
also the notion of being bounded by 
an area. When national identity was 
enumerated, all other identities also would 
be enumerated. Another point of view 
denied the validity of ’composite culture’ 
and argued in favour of ‘multiple iden¬ 
tifications’ instead. This was further 
refined to refer to a ‘hierarchy of multi¬ 
ple identities’. Secularism could only be 
made sense of in the concrete, not on the 
basis of abstract formulations. European 
categories could not be extended to India 
any more than class categories could be 
mechanically employed to solve all 
probkms. 

Das’t paper attracted a good deal of 
debate. Some sympathy was expressed 
witfa the way the story was told in the 
paper by putting together (a methodo¬ 
logical point) discrete colligated events 
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same class or type A part of the discus- 
Mon boie on the ptoblematic lelationship 
between Nehm and the C PI, cspecialiy the 
lormei’s teridenty to mete out punishment 
to the Idtioi whenever it transgressed the 
paraineti is ol the C ongresssystem It was 
also pointed out that the rough and tum¬ 
ble of electoral politics stood in flat con- 
radiction to the paper’s assumption that 
me desirability of socialism was taken by 
(he ( ongress (axioinatically) as a moral 
imperative foi action 

Alain’s paper touched on the discourse 
involved in this general area, its analysis 
and criteiial proposition The question 
was raised as to who defined the limits of 
what was being talked about within other 
sets of boundaries The discussion then 
moved on lo a consideration of the 
specific modalities ol nationalism- from 
a lexical understanding of the word 
’nationalism’ to the ‘national question’m 
Lenin’s polemic on the subiect, lo 
Oandhi's view, according to which the 
Indian nation had existed before the ar¬ 
rival ol the Muslim ruleis and therefore 
could not cease to exist alter their com¬ 
ing Indian nationalism appeared in three 
analytically separable layers—strucfural, 
theoretical and the final demand in the 
40s for Pakistan 

The discussion then toe used on inner 
paitv contiovcisics within ihc C PI 1 here 
was a strong tussle within the ( PI on the 
two slicams of nationalism (the alter 
native line being espoused in an 800-page 
repou in two volumes bv Adhikan, 
entitled Hindu Mmlim Vmtv and the 
Freedom Struggle) m iclation lo the 
Pakistan question The (|ue»tion was also 
raised as to whethei the motivating fac 
tor behind the ( Pi's hue on ihc multi¬ 
national character ol India was oppor 
tunism or a lac k ol pioper grasp of Marx 
ism Also, It was asked, what was the 
underlying logic of the CPI uigmg the 
Sikhs to tom Pakistan, when m lact there 
was a profoundly antagonistic contradic¬ 
tion between the Sikhs and (he Muslim 
League In spile of India being a multi 
lingual stale, and the Slates’ Reoiganisa 
tion C'ommission’s suggestion that the 
mam oi ovet riding ciitenon lor the 
reorganisation ol States should be the 
language nl the maioiitv, the government 
insisted that the Punjab (unlike the 
southern and western States) should con 
tmue as a bilingual state 

An interesting discussion followed on 
the question of why the Marxists and 
communists subsequently removed the 
‘national question' fiom the agenda It 
touched on the evolution of Indian and 
international communist thinking on the 
question as it ramilied itself during the 
period 1942 46 The great political error 
lay m the mahaiiisiic acceptance by the 
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witii tlte *n^k}iuii question’ had not yet 
been overcome by all three communist 
parties. Conceding the right of every 
nationality to secede, the writings of 
Namboodiripad and Sundarayya on the 
‘national question’ (as well as the Note of 
the Madurai Congress on the ‘National 
Question’) still continued to remain a part 
of the CPI’s thinking even in the 60s 
(e g, ■ Adhikari’s pamphlet on Sikh 
Homeland). 

The main interest of the concluding 


be covered in tite volumes to come out of 
the project. These include^, abong 
others, the emergence fo the BJP as a 
powerful force attempting to mobilise 
‘Hindutva’ politically through the 
Ayodhya issue; the strategy of the Janata 
Dal to mobilise political support on the 
basis of its stand on the issue of reserva¬ 
tions; (Mandal Commission recommen¬ 
dations); and the systematic violation of 
human rights by the stale and other 
groups as well as the resistance to it. 


Fall-Out of Gulf War 


Changed US>Europe Relations and 
Third World 

GN 


In the post-Gulf war international balance with a vastly enhanced 
role for the US, the Third World will be confronted by the closely 
concerted pressures of the US and Europe in the political. • 
economic and military spheres with no countervailing force 
anywhere in sight. 


IN 1941, Henry Luce, the publisher ol 
Time, decided that the era tiicn ending 
should be known as ‘the American cen¬ 
tury’. i-iity ycais later, the president of the 
US declared befoic the US Congrc.ss that 
"among the nations of the world only the 
US has had both the moral standing and 
the means to back it up*'. This he felt 
would bring the US and the world to the 
“next American century”. When the US 
defence secretary, Dick Cheney, claimed 
(February 5) that ‘’U.SA is the leading 
powci in the woild" and that “we have 
special obligations because of not only 
our capabiluies but also because of our 
moral standing*’ he was giving cxpre.ssion 
to the US establishment’s se]f-as.scs.smcnt. 

The US stands to gain the most from 
the ness .'rTaii)!..-'iiei!i In VW:st Asia. The 
chaiiiii ui tlK join! Mets of staff has 
declared tiud the liS has "always been 
anxious to hase a forts atd headquarters 
[of the central command! in the region 
[Middle East], and 1 think we may be able 
to get one this time”. Indeed long before 
this the US defence secretaiy had asserted 
that the US naval presence in the Gulf 
region would be '.significantly enhanced' 
and added that “there are other steps we 
could take to maintain a significant 
presence out there without having large 
US forces on the ground". This military 
arrangement means that the US can 
dominate and control a region with 8.5 per 
cent of known world oil reserves. Seventy 
per cent of western Europe's oil supplies 
and 90 per cent of Japan’s oil require- 
nxents are met from the Persian Gulf. 


This region is also vital as a market, in¬ 
cluding for armaments. Kuwait’s reconsi 
ruction cost will be at least 100 billion 
dollars. Bmain and the US already have 
arms agreements with Saudi Arabia which 
are worth 20 and 21 billion dollars, respec¬ 
tively. Japan was by far the largest finan¬ 
cier of the Gulf war after the Saudis and 
the Kuwaitis with their commitment of 
$ 13 bn and Germany contributed S 7 bn. 
But out of 171 contracts for the reconst¬ 
ruction of Kuwait 70 per cent went to the 
US and 22 per cent to Britain. 

The other objective of establishing US 
global pre-eminence i« contained in Bush’s 
call for a ‘new world order’. This is vital 
for the US since the post-cold war world 
was described by the US as a multi-polar 
system. Not any more. The global part¬ 
nership has been replaced by American 
leadership. More importantly, in the post- 
Gulf war scenario the dividing line bet¬ 
ween tho.se who can act militarily and 
those who cannot has once more become 
important. Neither Germany nor Japan 
has a credible military presence. No 
wonder Bush called the war the ‘defining 
moment’—the US would now stand a bet¬ 
ter chance of establishing its leadership 
over rivals as much as reluctant allies. This 
is where the evolution of US relations with 
Europe becomes significant. 

US-Euroi'L Rrt.ATiONS 

In early 1990 it looked as if the US 
would lie sidelined by the swiftly chang¬ 
ing scenario in Europe with the demise of 


pean client state of the US, Britain, ap¬ 
peared confined to the margin in Euro¬ 
pean moves towards political union. When 
the crisis erupted in the Persian Gulf the 
European response was hesitant. It was 
under US pressures that support for war 
efforts gradually emerged. While France 
was late in coming round to accepting the 
US diktat, Germany maintained a low 
profile by using the argument of its post¬ 
war Constitution which banned deploy¬ 
ment of troops abroad. Significantly, the 
European response was not in the shape 
of a commonly worked out stance express¬ 
ed through the European Community 
(EC). It was, instead, found necessary to 
show Europe’s collective support for US 
wai preparations against Iraq by reviving 
the Western European Union (WEU) 
which had been in limbo .since 1949 when 
NATO was formed. By reactivating WEU 
which was given charge of the common 
command operating from Paris, the US 
succeeded in bouncing back into the 
ongoing moves for a common security 
policy lor Europe 1992. When the British 
prime minister, therefore, contended that 
“considerable disparity” existed within the 
12-nation EC and that this indicated that 
“Europe was not yet ready for political 
union or common foreign policy”, he was 
not just speaking for Britain which is a 
third rate power, hut putting across the 
claims of the US. US pressures have paid 
dividends insofar as the agenda of debate 
now revolves around WEU and its role as 
a link with NA'IG on the one hand and 
EC on the other. 

in what was a fall-out of the US mili¬ 
tary victory over Iraq and the successful 
projection of US power, the US state 
department in a memorandum to 11 EC 
members (Ireland, the twelfth member, is 
neutral) warned those who were proposing 
a defence role for EC. According to The 
Independent (London, March 6,1991), the 
US laid down three demands for preserv¬ 
ing NATO: avoid creating an internal 
caucus of European states within NATO; 
avoid undermining NATO’s doctrine of 
common response; and avoid enfeebling 
the command structure of NATO. 

Now it is true that the US has sup¬ 
ported European involvement outside, 
although it is hardly elated at the prospect 
of an Europe outside its control. At a 
meeting of NATO foreign ministers at the 
end of December last James Baker in fact 
a.sscrted that US supports “an enhanced 
Europiean security and defence role, pro¬ 
vided if IS supportive of the Atlantic 
Alliance”. 

Interestingly, WEU and its standing ar¬ 
maments committee work in conjunction 
with NATO and arc, for all practical pur- 
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(RUPEES IN LACS) 

3U.1990 

CAPITAL AND 

LIABILITIES 

3U.1991 

3U.1990 

PROPERTY'AND ASSETS 

3U.1991 

2080.00 

Subscribed and Paid-up 

2080.00 

32321.00 

Cash; In hand, with RBI, SBI 

33147.57 


Capital 



& Notified Banks 


1683.44 

Reserve Fund A Other 

1983.84 

493.86 

Balance with Other Bardcs 

1931.71 


Reserves 


Nil 

Money at Call and Short 

5000.00 

228098.39 

Deposits and Other Accounts 

268025.54 


Notice 


23544.09 

Borrowings from other 

22094.68 

78056.62 

Invesunents 

87735.00 


Banking Companies, Agents 


137860.37 

Advances 

150977.26 


etc. 


9545.45 

Bills Receivable being Bills 

10791.72 

1303.92 

Bills Payable 

267119 


for Collection as per contra 


9545.45 

Bills for Collecilon being 

10791.72 

6653.21 

Constituents’ Liabilities for 

4965.93 


Bills Receivable as per contra 



Acceptances, Endorsements 


6021.87 

Other Lialalities 

2488J5 


and other Obligations per 


6653.21 

Acceptances, Endorsonents 

4965.93 


contra 



and Other Obligations per 


874.38 

demises 

883.91 


contra 


864.08 

Furniture, Fixtures and 

997.69 

0.06 

Balance of Profit 

0.06 


Vehicles 





12261.46 

Other Assets 

18671.52 

278930.43 

TOTAL 

315102.31 

278930.43 

TOTAL 

315102.31 


PROFIT AND LOSS ACCOUNT 



FOR THE PERIOD FROM 1ST APRIL, 1990 TO 31ST MARCH, 1991 


FROM 


FROM 

FROM 


FROM 

U.1989 

EXPENDITURE 

1.4.1990 

1.4.1989 

INCOME 

1.4.1990 

TO 


TO 

TO 


TO 

3U.1990 


31J.1991 

31J.1990 


3U.I991 

16844.79 

Interest I^d on Deposits, 
Borrowings etc. 

19171.38 

22966.24 

Interest and Discount 

2636112 

6190.49 

Salaries, Allowances etc. 

7406.90 

2989.72 

Commission, Exchange, 

3601.84 

2442.66 

OllKr Expenditure 

2835.68 


Brokerage etc. 


478.02 

Profit 

550.00 

Nil 

Other Receipts 

NU 

25955.% 

TOTAL 

29963.96 

25955.% 

TOTAL 

29963.96 

"OUR MOTTO. CUSTOMER SATISFACTION" 
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pBMi, lUbwtBiwtKi to it. Hmee the 
rigniflcance of the US puihSng for WED’S 
revitalisation. Manfr^ Worner, general 
secretary of NATO, was quite categoric 
when he said “WEU cannot be anything 
more than an integrated part of NATO... 
an instrument for European action out* 
side NATO’s territory, as in the Persian 
Guir’. 

The US, therefore, pu.shed for Europe 
to revive WEU, whose charter is compati¬ 
ble with NATO’s, while permitting it to 
act outside the NATO area in conjunction 
with the US. This would enable the US 
also to press Europe to share the economic 
burden even as the latter moves away from 
its obsession with the Soviet Union. 
Manfred Worner says that NATO does not 
need an ‘enemy’ to survive. “In an age 
when we cannot precisely quantify future 
risks, NATO’s collective security is by far 
the most sensible insurance policy against 
every kind of uncertainty!’ The implica¬ 
tion here is that the trans-Atlantic alliance 
is an insurance against an 'uncertain' 
future. 

As It happens, one of the uncertainties 
is po.scd by the Third World which is not 
an ideological, political or commercial 
threat but is a potential threat all the same, 
with the sheer size of its population and 
prone as it is to messianic anti-Western 
movements. The Third World is the new 
factor m all these calculations. Significant 
in this connection is the statement by 
NATO on April 6, condemning Iraq’s 
repression of Kurds. In an unusual move 
a specially convened NATO meeting called 
for bringing ‘every pressuie’ on the Iraqi 
regime. Obviously NATO is expanding its 
geographical reach in conjunction with 
WEU. 

The debate on WEU and its usefulness 
has alvrays focused on its broader objec¬ 
tive of enabling Europe to intervene mili¬ 
tarily outside Europe. In this sense not 
only does the US get round the problem 
of independent European defence but also 
ensures its position within by associating 
Europe in its global objectives. These 
moves also mean the subsumption of the 
UN under the US-Europc axis since 
NATO and WEU are moving towards ar¬ 
rogating to tliemselves the task of global 
policing. (The creation of ‘safe havens* in¬ 
side Iraqi territory by the US, backed by 
Britain and France, which the UN sec¬ 
retary general and other officials have op- 
irased, shows the threat posed to interna¬ 
tional order by the US-Europe combine.) 
European countries such as France, 
Germany, Holland, etc, are in the fore¬ 
front of a concerted campaign to change 
the UN Charter which would dilute the 
Third World’s sovereignty and enable out¬ 
side interference in any country’s internal 
affairs. Of course, all this is under the 


tiQrperbeie of halting hunum rHUtts viola¬ 
tions. But, bereft of frills, this is simfriy 
an attempt by Europe and the US to usurp 
the right to define international order and 
enforce international law. What is more, 
these countries are scathingly critical of 
the UN Charter’s supposed ‘limitations’, 
i e, it does not permit outside interference. 
Hence the resolution moved by Britain 
backed by US and France for a UN- 
administered ‘sale haven’ inside Iraq for 
Kurds. Thus would a minority of five 
members of the Security Council subvert 
the UN Charter and dictate terms to UN’s 
159 members. 

Simultaneously, the US has also been 
leading efforts to (a) formulate a common 
policy for exporting weapons to non- 
NATO nations, especially in the unstable 
areas of the Thud World; it was with this 
in mind that the US ambas.sador to NATO, 
William Taft, proposed on Mamh 15.1990 
that an international board to monitor 
defence trade be formed along the lines 
of GATT which regulates civilian trade; 
and (b) open up Western defence trade 
and the European side of the market by 
removing obstacles m the shajjc of ‘tech¬ 
nical standards for equipment’ so as to 
allow ‘international teaming up by the 
defence industry’. While the likelihood ol 
a ‘defence GATT’ appears distant, the 
offer represents a US desire to push for 
‘trans-Atlantic co-operation’ with cartel- 
building to contiol the weapons market. 
There is the likelihood of a comprehensive 
move to control the movement of defence 
technology to the Third World. This was 
earlier done through the Missile Tech¬ 
nology Control Regime, an agreement 
among supplier countries not to sell 
missiles having a range of over 300 kms. 
There is now a move to impose regional 
non-proliferation regimes for non-nuclear 
weapons. Possibly out of fear of being 
sidelined by US moves for regional non¬ 
proliferation regimes supervised by US 
allies, Japan is using its economic muscle. 
Hence the reported Japanese moves to 
link its aid to India and Pakistan with 
their signing of NPT. Also, Germany is 
taking the strident line now against Iraq 
to compensate for the diplomatic loss suf¬ 
fered because of its low pronie during the 
war. What is ominous is that in the esca¬ 
lating stridency the victims are inevitably 
the Third World. 

While trans-Atlantic differences have 
increased over the years, the Persian Gulf 
war has helped restore the international 
balance of power in favour of the US. For 
instance, in Europe Germany’s role has 
suffered and Japan is being .shut out from 
West Asia. The US can now tap the anti- 
Japanese and anti-German sentiments 
and wield these as a bargaining stick. The 
US analysts were aware of the constitu- 


HOTat com pms i uii uk B tmtm iii ttie w ti w f— 
of Japan and Germany and their military 
participation could not have helped the 
US materially or politically. On the con¬ 
trary, it could have obstructed getting the 
support of the Soviet Union and China 
in the UN Security Council. Furthermore, 
the EC has quietly dropped its proposal 
for a solution to the Arab-isiacii conflict 
through a UN peace conference by re¬ 
questing the US to allow its partisipaiioii 
in a regional conference. Noi is it pushing 
lor a confemnee on security and co-opera¬ 
tion lor the Mediterranean and the 
Middle-East. 

The post-cold wai balance with an 
enhanced role for the US, thcrefoie, helps 
in the short run to put the brakes on the 
emergence ol an independent security 
policy for Europe. This implies that the 
Thud World will lace the combined 
weight of trans-Atlantic enterpiise m both 
civilian and military trade. Immediately 
there will be greater pressuie on the 1 turd 
World to compromise on intellectual pro¬ 
perty rights, terms of trade, foreign policv, 
secuiity policy, etc. Third World countiies 
will have to confront a teginie of non¬ 
proliferation of nuclear and non-niulcar 
armaments at the regional level ain.cl at 
disarming recalcitrant members ol the 
Thud World and co-opting as local clients 
those willing to toe the imperialist line. 
And in confroming the combined might 
of the US and Europe theie will be no 
countervailing force available to them. It 
IS this prospect that must infoim any 
debate imIndia about the lall-out ol the 
Gulf war. 
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PUNNING FOR 
METROPOLITAN CITIES 

A Suggestive Approach 

by 

M. Prertap Rao 

Rs. 120 

It studies the Important proWems of 
metropolitan growth and new town 
attempts made around the 
metropolitan cities with special 
reference to India. 
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PERSPECTIVES 


Data System for Khadi and Village 
Industries 

\n Evaluation 

T R Bishnoi 

The currently available data on khadi and village industries are 
quite inadequate and fail to provide a useful profile of village 
industries. This is partly due to the inappropriate data system 
in use. 


THE objective of the Khadi and Village 
Industries Commission (KViC) is to tevive 
village ciaftsmanship and industries so as 
to restore partially the concept of self- 
reliance in a village economy. The pro¬ 
grammes of the KVIC aim at employment 
generation in a gainful way to tackle rural 
unemployment and encourage the best use 
of local humanpower skills, raw materials 
and technique/process of production. For 
this purpose, the KVIC disbursed finan¬ 
cial assistance of Rs 602 crore in the form 
oi grants and loans to 13.88 lakh khadi 
producers and 26 village industries 
employing 26.82 lakh persons during 
1986-87. Of this amount, khadi producers 
accounted for Rs 328.50 crore (SS per 
cent) and village industries, Rs 273.65 
cioie (45 per cent). Its operation has in¬ 
creased sizeably over a decade as indicated 
by disbursement, i e, an increase of 14.43 
per cent per annum from Rs 156.45 crore 
in 1977-78 to Rs 602.16 crore in 1986-87; 
for khadi it increased at 12.30 per cent and 
for village industries at 17.70 per cent pet 
annum But the programmes of the 
KVIC, particularly in case of village in¬ 
dustries, have grown over time without 
corresponding efforts to improve the 
infoimation system, reliability and ac- 
curaL 7 of data for this sector. The present 
information system of the KVIC is just 
to meet the statutory requirements. 

These data are not useful in indicating 
the profile and realities of village in¬ 
dustries. Though the Working Group on 
the KVIC (1984) and KVI Review Com¬ 
mittee (1987) have made a number of 
recommendations for improving the data 
system and monitoring in practice no 
initiatives and steps were taken to follow 
them. Because of lack of accurate and 
dependable statistics relating to village 
industries, financial support from the 
Central government for expansion of its 
programmes, as shown in the KVIC’s 
budget lot 1986-87, was substantially cur¬ 
tailed. For the same reason commercial 
banks also gave limited financial 


assistance. The government allocated 
Rs 98.14 crore (64 per cent) as against the 
demand for Rs 153.60 crore in 1986-87 
and commercial banks gave a credit of 
Rs 80 crore as against the taiget of Rs 150 
crore for the years of 1980-85. The need 
for accurate and up-to-date information 
became so vitally important for the KVIC 
that it convened an all-India seminar of 
statistical staff of the KVIC and KVI 
boards in June 1988. One of the outcomes 
of the three-day seminar was the appoint¬ 
ment of a three-member committee in¬ 
cluding experts from the National Sam¬ 
ple Survey Organisation (NSSO) and 
Indian Statistical Institute, Delhi to sug¬ 
gest, among others, the modalities and 
procedures for data system. The said com¬ 
mittee is still deliberating upon the issues. 

Limitations oFf>RESENT Data System 

The KVIC collects quarterly and an¬ 
nual data relating to assisted units through 
a comprehensive ptoforma from the 
KVIC &ate offices and also from the KVI 
boards. Then, these data are compiled by 
the staff at the head office and published 
in KVIC’s annual report. The annual 
report of the KVIC is in two parts, (i) text, 
and (ii) tables. The textual portion 
highlights the working of the KVIC, and 
the second part in the form of tables pro¬ 
vides data industry-wise and State-wise on 
certain iinpoitani variables. Since data 
relate to assisted units of village industries, 
the units which either obtained financial 
assistance from other sources or did not 
do so remain omitted. Moreover, despite 
calling in and compiling detailed informa¬ 
tion fiom the assisted units, the KVlC's 
annual report, due to space constraints, 
publishes data relating to selected items 
like disbursement, employment, produc¬ 
tion, earning and sales. Important items 
like the number of assisted units, fixed 
and working capital, contribution ol 
owners/workers, number of skilled and 
non-skillcd workers, types of assistance- 


raw matenals/equipment and machinery 
supplied, grants and lonns, mwketing sup¬ 
port, training of workers, etc, and motive 
power—manual or electricity^based 
units—are omitted. These type of dau 
would have been very useftil for the KVIC 
in planning and administration of 
schemes as well as for research. 

The report fiimidies data too ag¬ 
gregately. The aggregation of institutional 
units and individual units undermines the 
quality of data as the former units are 
covered on census basis and the latter on 
a different sample basis. Moreover, the 
institutional units maintain records of 
theif operation and form a predominant 
position in disbursement and production, 
thus, qualifying for their greater weightage 
in the data pool. The individual units, 
though large in number relatively less im¬ 
portant in disbursement and production, 
are covered on different sample basis. 
These units rarely maintain records, and 
even if they do so, the information may 
not be adequate and according to the 
reporting proforma of the KVIC There 
is no mention, at all, in the annual report 
about the concepts and methods follow 
ed in collection, compilation and aggrega¬ 
tion of data according to industry and 
State. In the text of the report adequate 
information on villages/blocks/districts 
covered by the KVIC operation is not 
available. In the annual report of 1986-87, 
the number of villages mentioned on page 
1, I.S lakh, relates to two decades in the 
past. There is hardly any discussion on the 
performance of assisted industries in dif¬ 
ferent States. It is difficult to find any 
logic and economic meaning in presenta¬ 
tion of certain ratios, as given in the 
KVIC’s annual report (1986-87), such as 
per capita (number of units or workers 
full/part time?) net disbursement, ratio of 
production (annual) to disbursement 
(cumulative), and ratio of net disburse¬ 
ment to value of production plus sales, etc 
All in all, whatever be the data given in 
the KVIC’s annual report 1986-87 they 
lack, apart from adequacy, a meaningful 
analysis and systematic presentation. 

The quarterly and annual returns are 
called in by the KVIC, the former for 
selected items and the latter for a lar^ 
number of items for comprehensive 
coverage. Institutional producing units, 
which -lie covered on a full count basis 
and maintain regular staff and proper 
records, pose no problem in respect of 
both these returns. Through quarterly 
return the institutional units may be asked 
to furnish basic information in actuals 
relating to disbursement, employment. 
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produdns uoiti (oaiy those units which 
were assisted or contacted during the 
quarter), ntimber of units assisted, 
disbuTsemenu producer’s contribution, all 
in actuals, and data relating to emirioy- 
ment and production, provision^. These 
quarterly provisional data need to be 
replaced by actuals for the year from the 
annual return. The annual questionnaire 
should contain, among othei^ (1) numbo' 
of units; (2) disbursement; (3) owner’s 
contribution/equipment; (4) output; (S) 
emplt^ent in manhours of (a) hired 
workers, and (b) family members; (6) cost 
of (a) inputs (i) from local market and 
(ii) through KVIC, (b) other cost; (7) sales 
in (a) local market, (b) through KVIC and 
(c) other; and (8) earning (net). 

The real problem arises when there are 
a large number of individual producing 
units. The sampling procedure for these 
KVlC-assisted units at the State level/ 
Union Ibrritory level can be stratified at 
two stages: one with blocks/or disbursing 
centres (whichever is appropriate) as the 
first stage units and producing units as the 
second stage units. The blocks/or disbur¬ 
sing centres are chosen with a probability 
proportional to sire (nurabei of produc¬ 
tion units) with replacement. The sample 
of 10 per cent of assisted producing units 
in the second stage could be .selected ran¬ 
domly. The illustration (Table) will be 
enough to explain the method: 


Blocks/ 
Disbursing 
Centres in a 
State 

No of 
Producing 
Units 

Cumu¬ 

lative 

Sum 

Range 

1 

50 

50 

1-50 

2 

40 

90 

51-90 

3 

too 

190 

91-190 

4 

60 

250 

191-250 

5 

50 

300 

251-300 


Wc must note that any block/centre 
which has tew units (say, less than the 
number of industries covered) should be 
Ignored. To select a block or disbursing 
centre, a random number between 1 to 300 
IS drawn. Suppose this number is 165 
which tails in block 3 which covers 
numbers 91 to 190 (inclusive). If a second 
block is selected the above process is 
repealed with a new random number bet¬ 
ween 1 and 300. Selection of block/cen¬ 
tre with replacement is necessary in order 
to keep the probabilities of selection pro¬ 
portional to the sizes. At the second stage; 
from each selected block/cenite a sample 
of to per cent of all assisted units should 
be taken on a random basis irrespective 
of industrial activity. 

There may yet be some problems pai- 
ticularly when sometimes we find that 
non-assisted units outnumber the KVIC- 


aulMd ttolti in the ngtoo. In guefa i 
situatimi, in order to check imbiasednem 
of sample data 3n the context of toui 
population, these may roughly be com¬ 
pared with those relating to household 
and non-household manufacturers 
available in reports of Economic Onsus, 
1977 and 1980. The report of Economic 
Census, 1980 gives some data, relevant for 
such comparisons, it contains sutistics on 
'own account’ enterprises/establishments 
in India and also in various States/Union 
Ibrritories. The data relate to type of 
ownership (private and co-operative), 
location (rural and urban), broad activity 
(agriculture and non-agricultural), 
employment (hired workers and others as 
well as female and male workers). 
Scheduled Caste/Tribe-owned units, 
employment size, power/fuel-based or 
manual operation. These data are given 
by indu^ry which also includes 30 types 
of hanldmrafts. 

Some Sugolctions 

in the light of the above limitations of 
the data, a few suggestions on allied mat¬ 
ters may help to improve overall data 
position. 

Since unpriced annual report of the 
KVIC containing data on KVl sector 
cannot be distributed to all data seekers, 
a priced publication entirely devoted to 
the statistics on khadi and village 
industries will be welcome by all data 
users, particularly, banks, development 
organisations and researchers. Thoi^ the 
commercial banks and RRBs have an 
extensive network of branches in rural 
areas and the KVIC desires them to 
expand the financing of village industries, 
dau constraints in this respect really work 
as impediments in getting bank finance 
for these activities to the desired extent. 
Therefore, improving the accessibility to 
detailed data on KVl sector would serve 
a useful purpose. 

The present protoima should be revis¬ 
ed (as has been recently agreed to by the 
KVIC) with expert advice to retain the 
most relevant items Irom the point of view 
of policy-making. All the concepts used 
in the proforma for data collection should 
be clearly defined in a simple language. 
Certain concepts also need to be standar 
dised like, employment in manhoui s/man- 
days, etc. In case of individual units the 
data collected through the sampling 
methods should be checked in the light of 
their validity foi the whole population 
This could done once m five years at 
least for five relatively important 
industnes through the census method. In 
this, annexures of the report of Economic 
Census, 1980 would be very useful 
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lefatiM matmigi (pafridOlny annSCjiS " 
I and II of Hoiue and Enterprise 
Lists and annexure X of concepts and 
definitions). 

In ■ presenting the information the 
break-up of data by institutional units and 
individual units will be very useful as they 
have significant differences in quality and 
method of collection. In addition to ab¬ 
solute figures, certain analyses like percen¬ 
tages, frequency and economic/financtal 
ratios permitted by data will be helpful in 
the ready use of such statistics. 

The review of certain concepts which 
are followed by the KVIC as eligibility 
criteria for financial assistance, will be 
much needed. Firstly, an investment of 
Rs 13,000 in an activity as an ‘eligibility 
criterion’ for fiiuuicial assistance from the 
KVIC was fixed long ago and it has re¬ 
mained unadjusted for price increase. 
Secondly, the villages in the vicinity of big 
cities have been transformed into small 
towns over the years due to fast urbanisa¬ 
tion. Moreover, as a result of population 
growth, the average population size of a 
village has consicteiably inoeased over ihe 
years. The criterion of village-size of 5,000 
persons, if strictly applied, will renoc; a 
number of genuine villages ineligible for 
KVIC assistance Thus, in the KVIC’s pro¬ 
grammes, all these criteria of investment 
ceiling and village-size need a continuous 
review. 

Since the responsibility for data collec¬ 
tion is entrusted to statistical staff at 
district level, their skills should be improv¬ 
ed. They need to be trained in technical 
details of sampling procedures and ap¬ 
praised of various concepts used in 
quarterly and annual returns. They should 
be mo.ivated to ensure the maximum 
reliability of data through collecting ac¬ 
tual details and avoid guess-work in this 
work. Once in two years a conference/ 
workshop should be held to help them not 
only to exchange views oh the problem but 
also the changes in attitude towards data 
work and their importance 

Apart from monitoring statistics on the 
KVl sector, the commission should also 
carry out some regular studies on project 
feasibility for industry level, profile and. 
performance of assisted industnes and 
marketing potential for the products of 
the sector. In the areas where the KVIC 
lacks experts and staff, such studies can 
be sponsored in research institutions and 
universities. These studies would have the 
benefit of a scientific approach, be un¬ 
biased and cost economic. 

|My grateful thanks are due to J C Sandesara 
for his eniouragement and suggestions in 
preparation of this draft, I am alone, however, 
responsible for the errors, if any.) 
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ALGEMENE BANK NEDERLAND N.V. 

(Incorporated in The Nedietiands whh limited iiabillt)^ 

BALANCE SHEET AS AT 31ST MARCH, 1991 

In respect of all business transacted through the branches in India 
for the year ended 51st March, 1991. 
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51678 552 26 


241 106 098 88 


254 594 859 90 
000 


425 440 595 06 
558 115 552 55 


515 610 000 00 


0 00 
246 INN) 00 


50 000 00 
2 820 000 00 

_ ^000 

518 716 002 <N) 


1) SrturitiM of the (enifal and 
State Cftivcmmmu and othrt 
D'lisice keevriOn hKhidiilR 
Tlrasury Btih (at lair value) 
li) Oidiiiary sham 
(Al (usi or Under) 

FuHy pah! up 
Ihcilv paid up 
lU) DebmiuieB or bonds 
(At ( oai or IJtidrr) 

11) Other Inve at PMnU' 

Unll IhM of indu Initla) 

C aphal (Ac ( uu) 

Umt Srhcim 1964 (At ( om) 
1)<Mdd 


QummI invcftmenu inrludcd 
in above 


575410 00000 


000 
256 002 00 


50 000 00 
292 150 000 00 
000 


867 826 002 00 


Markn value 
51 5 1991 


Rook 5hlur 
51 5 1991 


Rs 566 125 166 25 Ra 5**! 210 000 00 


I 76< 576 524 97 


255 594 859 90 
41 587 669 75 


881 554 725 59 


Market Vkiur 
51 5 1990 


Book Mur 
51 5 1990 


Rs 504 069 616 25 Ra 506 230 000 00 


(Other than bad A doidicfid 
debts for which provltlon 
has been nude id the 
aatiaCactkm of the 


286 558 555 56 
95 119 15 


I loam Ciab 
Ciedhs 
Overdtalils 
etc 

Olttlndla 4546I0M79O 
U) OncaMc India 000 


19 525 056 58 


142 555 516 88 


Bndbeaeaenia A 
Other ObUgatlona- 
Per Coatn 


1678 5’*5 26 


103 278 05116 


286 451672 69 


202 775403 55 

216 9*9 204 98 
410744 600 91 


454 63088750 


706196 56120 


A pMchaaed 
(caclndlilg Tlraaiiry 
OHh of the Ccntnl 
A 5Mr CKwentmenta) 
DPiygMeln 

India 91330 03194 

i) PnydMr tmtakir 

Mia 300 04267793 


|( 9 awicblMi ai per ichcdalc I mnaad) 


359 30|309r 


014 OU39737 


l2 215 251070 27 


Carried tot w nid 


5 554 690 57561 


1 121953 01940 


Carried taewaad 


2023877621 »7 
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ALGEMENE BANK NEDERLAND N.V. 

(Incorpmated In The Ncthcrhuids with Umited liaMUty) 

BALANCE SHEET AS AT 31ST MARCH, 1991 

In reepcct of all baiiiicf transacted through the btancholn India 
for the year ended 31et March, 1991. 


AS«r 

3IST MAKH. 


MS.tMSm 17 


2I.976.37S 49 
000 


2I.970.37S 49 
26.061.043 62 

9.213.000.00 


42.424.422 11 



CArmi A UAMimes 


Bamiotil Sorward 


9 . 

PiqAi » per last Satance Sheet 

Lna nmafened id Head Offkt 

Add Profit Ssr the year 

ICM naiMlenvfl to Serene 
ufMkr ScetkM IHZXbMli) 

10. CnnHaurni UaOmtira 

I) Clalnia apmat the hankliis 
company nut acfcnowledped 
MdriRi 

li) Money for wtiicb the 
banUns conpaiiy H 
oonUosefitiy IHbIr 
a) Guaianieca taMicd on 
behalf of d h ecaam 
and offleen 
hi Othen (bKlodIfis 
unMcuitd suannam 



ASKS asks 

31ST MAStIt. ItST MAiCH. 
1991 1990 

SS BS 


42,424.422 It 
16.973.034.00 


29,a9l.3SS n 
94.909.B99 94 


299479.49a.3t 



Si) Ottia of cvhanvr 
triltecoutned 

fv) Uncaikd hablUikt on 
partly paM dtam 
*) Vorwacd Eac han pe <>Muacu 


Sale coa ii ic ta 
el) In anpea of at on 


5.404,93044046, 


3«r not icpoei amdietf 
tar A 9 meUSON ft CO 


■nti^JWTTH. I 9 M 
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ALGEMENE BANK NEDERLAND N.V. 

(Incorponted In Netfierlands wtlli limited UabHlty) 

PROFIT AND LOSS ACCOUNT 

In respect of aU biulncm tnoHcted through dw bnmdies in India for die 
year ended Slat Mardi, 1991 


ItarlAdcd 
5 Im HMcb *990 
lU 


114 91114^76 I 
16 604 10481 2 


46 964 tl4 iFf 4 


278 048 14 4 

I 244 440 44 6 

7 

lOOOUOOO 

4 000 00 

44 694 00 
2 644 00 
160 44700 
4 621 440*7 K 

I 660 192 44 9 
000 to 

6 402 464 41 II 
26 061044 62 12 



lidrfcM pgiO IM dqMMltt borrow t iy nc 
St^grlc* illowdficcB pnniUy peiwlon 
nniskm fdfMJ pnvIonH hun tnd bomn 
Mrcfun and local commHiec mc m tiei a 
leva and alkwancn 
Kmi laan taaurancf UfbMt etc 
’ (Nci of c a cc a a piovlalon for income ba 
lor ihc prcvtoiii year Mi 8789000 ) 

Law Chaffn 
hMttfc lekfmm and 
AudlRNl Weea 

M audlton 100 000 00 

ftv MUon oMUoa 90U00» 

In ddmr cioncfqr 

crfifficflnme 84 240 oo 

Out dTpochn capemn 41 444 00 

Depfeclailon cm and iipain lu tbc banlUnf 

company t property 

hoilone^ primtoii advertiatnicnih etc 

Unu from uk of or dtallnit with fiun4wnkln8 

amen 

Odier E)q|»cn(8iufr 
Balance w Profit 


191177 420 97 
24 219768 40 


*28 811868 94 


428 244 22 
1692 982 72 


24180400 
II 904 474 46 

I 944 4tM 42 
000 

‘»682 792 4J 
44 984 844 94 


424 076 609 29 


41ai March 1990 


194 924 968 79 
46 080446 42 
000 


IhKOMB 

(Ian piorWM made d 
hiM A dodhiM dehci I 



inirfttf and Otocoom 


Net ProM 04 Sale of Inn 
Mtvrr Land Pw miaci an 
cfcchird ID icaervr or ar 
Fund or Account) 

Net Profit on irvajuaikin 
InctMK from nun^mnlila 
from aalc ctf or dcaUnp i 
Other iroelpii 


and Other 
any patftlc 


Gold tnd* 
Amri (imi 


269m.»979l 

42399MV 

• « 

0« 



240 006414 41 


See Noicc anneard^-Sctiedulc II 


NtNc Heniuncfailon paki to C hirl 
Farcucivr Officer ((20) 


mao'* 00 i)4alarita 

96 044 <10 il> Alkiwanccs 

19 114 00 Hi) Mnnctary value of any other bmrfii or 
pcn)uMic» (inciudliM henefN/perqutoiiri 
cakulaird pW Inromc lha ruica) 


160 000 00 
124 2tMl00 
80 782 00 


40 000 00 
44 442 00 
99 408 00 


SCHEDULE II 

NOTES FORMING PART OF THE ACCOinSTS FOR THE YEAR ENDED 31ST MARCH. 1991 


I PMN( irM AKOIINIINb KMK lb 
A) <Mmeral 

IhiMT aittiums havr been prepared on the Watocteal ttm bash and in mcnnfinic wuh the sututory 
ffrt)ulrtnunn prescribed under dir Banlong Refulathm Act 1949 and prat dm pn.vsiHn(i in the 
couRin 

8) IfumiciHMi'i tttvfdvinp foret|tn eschan||L 

AiDCiA snii iulMiiins m ftHttgn currenctes have been iramlaird at ihi nice fUhnp at the end of 
the year ehcepi lor 

a) Pakistan Ruptev which have bttn translated at booked rmes pj 

b) OuoaandirM forward cichanpe contracts wMch have hem duckMcd as ctmiinucni liaMHiics 
at the contracted rates 

l>utsianding forw^ cichanpe comracts arc revalued ai the bank s appbcahk fairs of cichanic 
as ai the end ni the year and the rcwltlni profit or loss on irvaluaikm h acciNintrd for 
() iftvcsimmis 

1) Sccurtiirs of the Central and State (•overnmrnts are valued at fact value and the dlficrcnccs 
hciweincosi and face valot areamortiscdovcrthercmafninApcrkKltlllmaturtiy of the respic 
live stcurititc 

HiAtl other invrstmcnis an valued at com or under u> 

1))» Advances 

1) fhovtslon for duuhiful advances The Manapcmmi reviews the adsaiiccsAoan ponfoiiti each 
year in addition to periodk reviews and baaed tm us iwl§Lmen% aiu aikk spcctfk provision 
for tiouhilul advaoers 1 he provision for duuhiful ath antes h made to die MiisfaciKMi of the 

UKblt»tS 

HlAdvamrsarrHatettncioftHlhofcRcbanRc ndhcouniid and spetIfK provisior in rcHHCi of* 2 
duuhiful debts 

UI)No credit has betn taken for Iniefeai on amouniv consKkrrd doubtful 
P) Fiaed Assets 

a)P f f 8 i hc * have been valued at cow aiMl furmtuft and^nuiysincludlm vihides and equipnieni 4 
Ptr uur report atuciicd itr the Bilanct Sheet 
IkwA F FFRCillSON a CO 
Chaneirct AccounurMs 


hlDDeprrciaiionhashrenprovkledforonthe wrhtiA down value method at the'Wes spec Ifiet 
In Schedule XiVofthe Companies Act IVShcacepiihatcoQpweia ei|ulpmcfH andvehhle 
an defwrrlatfd at 44 44% 

h)l-urnuurc and flsiuns etc ai wrilten di>wn vahir ImhMiea hems4a the nature of prrmhr 
added to lenlcd office hulklli^pi on whkh deprcclaiioo it chaqwd st 4% 
nil Deprcciaikm has been pruvidid tm addiilons lor the full yew ineapcctlvc of the datc/rf add! 

tkm and no dcprcilation has been provided on aatets aoW^dlscardcd durlnp ihe year 
Staff ReneHu 

PruvlMon for pratuny and pension benefits to staff flncluslve of provhliNi for paai service habdl 
I)) has been made on the bash of actuarial vahiaiinn Separate furids for mildly hnd pendon Imw 
been enratid and the comribuilom payable (Inclualvc Mf concrlbuiion for past aervke llaUlky 
have been paid t«i the respicitve fund# before the year end 

8 Hh ncihcd frum cinwiIiucims for collet ilon on ihdr behalf are emeaed in memnrandum n nhii i 
and an rectudi d In the nnanclat Irtiprr onli when collecied BHh for coUetllon (HMauntHnp 6 
on 41st March 1991 hatx however been shown In the Balance Sheet under the relevant headi 
of KttHintS 
Net Profit 

The net profit dIachMcd In the profit and luas accoiMU h after 

(1) Pros nkm for taacs on Income In accunlamc whb uatuiory requliementa 

fit) Provision fur doubtful advances 

flu) Other usual and mtesur) jKuvMtMts 

HFAl> OFFM F KEbFRSF AtXOUNI 

Head Office fkserve AcctHifK n^scnis the amount dcMied lo the ccmvcrtlMr r up ee accouii 
ofHeidCMficc with the Bombay Branch to meet the ctMirf acquisition of a rcskImilalaparnMf 
at Bombay 

Ihc prcvhws year s flgurrs have hern teprouped^arranped wherever ntccssary 


F N ^VRI 
Ftnntr 

Bomhav JUNF 7TH mt 


A KAPUK 

(scfieni Mmafirr India 
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ALGEMENE BANK NEDERLAND N.V. 

(locotpoiated In the Nethcrlandi wUh limited liability) 
SCHEDULE I 

Schedule of particulars of advances required 
by the Banking Regulation Act, 1949annexed to and forming 
part of the Balance Sheet as at 31st March, 1991 


A» II 3lil 
Manh 19^ 

Mini! 1 URS OF ADVANC FN 

A9 at 3l»t 
Manh 1991 

Rc 

At at list 
Match 1990 

Ra 

rarticulam of advances 

. 

Ai at 

March 1991 

Ks 


(I) Drills iunnidcnU fBbxl in rr^irii «»t which 



<v) Debu due by dlfecum or ofiken of ihc 


IM SSK 049 4S 

ihc hanking tomiMiiy K fully >ccuftd 

>49 >44MMR(> 


hanking company or any of ihm dthcr 



in) Dihtc ciMicukroJ giNKl lor which ibrbanking 


1 769 154 S4 

ftcvmlly w loimiy with any other penon 

6 066 95640 


cumpanv hohic no other M.curii) ihan the 



<vi) Dehec due by companm or flrma m whidi 


IZS 63H i47 Ml 

dchbMs pcnsonal cnuriiy 

lf>ll2lll27S5> 


the dlrecton of the banking company are 



(in) DdNc ciNiMUirrci ipMMt ucund In the 



Inteteittd la dlrecton punnen or managing 



pciMmat Ujhiltiic\ o( om or more pariKi in 



igenti or in the case of private con^aniei 



jihlitHMi (o ih( pcoonil >ccuriu of the 


000 

as memben 

000 

396 2tN> ()6«K9 

dtbiors 

m4M 416 99 


(vll) Maximum food amoum iadudlag 



(h) IHbtc (omidcird doubtlul or had not 



tcmpofiry advancca made at any 


0 (HI 

imnidtd foi 

0 (N) 


time during the year to directoit or 






managen or (rfOceti of the banking 






company or any of them either aevcnily or 





2 402 «90 10 

lointly with any other person 

6 >89 996 02 





(viii) Maximum total amoum of advances Including 






temporsry advances granted during the year 






to the companies or Urms in which the 






ditccton of the bunking company ate 






imcfgssed as diieciun panners or 






managing agems or in cl^ caae of 





000 

privair compantci as members 

000 




000 

(IX) Our from hanking companies 

0 00 

TIN 196 Vhl iO 

lOIAl 

S14 Oli >9^ >7 


TCTAI 



Auditon* Report on the Accounts of the Indian Branches of Algemene «a«ic Nederland N.V. 


Vkluvt audlied the Bilancc Sheet I>r the liMlhnBniKhnofAliicnKni Bank NcUerlamlNV « 
|ai > SIH Minh mi dinnt ty «• under • icfcicnce w iM. Rpnti and the relailve Piufli 
land Una Aixouni for the treat ended on iha dac 

Under the pnirtaloni of Section 29 of the BanHni Regulation All 1949 read with the provl * 
door of Sub-Hction (I) 12) and (S) of Section 211 and Sub aeciiou iS) of Section 227 of the 
Companic Act I9S6 tht Bahnic shitt and the Profit and laws Accut.nl ate not lettulied to ^ 
be and atr not drawn up In at I tmlamt with Schedule M of thr Companlea Act 1946 The 
atiounttare theieffiic drawn u| in c»nlornilt> withNimn A and B uftbcThlntSiheduIr 
to tht Banking Regulaihin Atl 1949 

Rk lepoit that 

1 we have obtained all th infoniiaiiun and capUnaiHins which bi the best of our knowledge 
and belief went neressar> loribc purpoai ttfour audit and have found them ui he saltsfacuir) 

2 the inneactium which have I lime HI our ntuice have been inuuroplnfcm wuhtnthcpoweis 
of the Indian Branches of the Bank 


In uut opinion proper hooka of account aa required b)i law have been kept b)r die Indian 
Beanchca of the Raidt an fhr aa appears from our reandnatlon of tfaoac hooka 

the Batann Sheet and the Profit and loat Accoont of the buBao Bnnchea of the Bank deafe 
with h) this icpon arc In agrermcni with the boolu of accoum 

In our opinion and to the beat of our I n i nn umk in a nd a rrr u d i nt ID the ci Rla naihi na ghtn 
to at auch Balance Sheet and Ptnfh and loaa Account togedier wUh the noaca thereon, 
give the Informailon lequlicd hr the rumpaniet Act 1956 In the manner to icqoliod Ihr 
banking companlct and on such hath ^ve a true and fdr view 
(a) m the cate of the Balance sheet of the auic of afhln of the Indian btanchca of the 
Bank at at Slu Match 1991 


(b) m the cate of the Profit and Um Accoum of the profit of the Indian hnnclieti of the 
Bank for the year ended on that date 


Bombay JUNE TTH, 1991 


lk>r A F FERGUSON ft CO 
Charmed Accotinianu 
Sd/ 

F N FAVRI 
Fanner 
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REVIEWS _ 

Imperialist Intrigue and International Law 

A G Noorani 

The Kuwait Crisis: Basic Documents; Grotius Publications, P O Box 113, 
C ambndge CB3 9BP. UK, $ 33 


THE Research Centre for Intemdlional Law 
of the Cambridge Umversity has put 
students of internationai law in its debt by 
sponsonng the editing and publication of 
this, the first, volume in the Cambridge In 
ternationid Documents Series Its editors are 
E Lauterpacht Q C, C J Greenwood, Marc 
Weller and Daniel Bethlehem The volume 
traces the history of Bntish Kuwait intrigues 
behind the back of the Ottoman Empire, the 
rise to statehood of Iraq and Kuwait and the 
events following Iraq’s invasion of Kuwait 
till the end of November 1990 A latei 
volume will deal with the sanctions and their 
economic consequences The present volume 
conforms to the highest standards of legal 
and historical scholarship 
Perhaps the most useful part of the work 
IS the collection of documents on the 
historical background, beginning with the 
secret agreement between the Bntish and the 
Sheikh of Kuwait, which undoubtedly was 
a pan of the Ottoman £ mpire then One is 
reminded of China’s oft repeated lament 
that the Sino Indian boundary question is 
a legacy of colonialism The Iraq Kuwmt dif 
ferences were cenainly rooted in the colomal 
past British interests in the Gulf were 
watched from Calcutta Aden was a pan of 
the Bombay Presidency 
“Kuwait IS the best indeed the only, port 
deserving of the name in the Persian GulP’, 
the viceroy, I ord C ur/on wrote on 
November 19,1898 shonly before assuming 
office in January 1899 He rejected Turkey’s 
claim to sovcicigntv over Kuwait but noted 
that "we recognise lurkish authority on the 
coast line considerably to the south of 
Kuwait’’ He, therefore, advised against 
asking for a concession from Ibrkcy for a 
railway with a teiminus at Kuwait A senior 
official in the India Office, V/ l,ee Warner, 
who later became an authority on Indian 
princes, had written a note on Kuwait dated 
June 21, 1898 to which C urron referred The 
note said, “Kuwait or Grane appears to be 
within the limits of Turkish influence, if not 
Ibrkish sovereignty" He recalled that on 
July 17, 1897 the foreign Office had taken 
the view that ‘ we have never acknowledged 
Kuwait to be under Turkish protection, but 
It IS doubtful if we could deny Turkish in 
fluence’ It cited arguments for and against 
the lutkish claims The only effective argu 
ment against Turkey was that it had not “ef 
fectively maintained' its sovereignty over 
Kuwait Five arguments were cited to show 
“the advantages of acquiring control over 
Kuwait’ -a very fair harbour, a potential 
railwas terminus a trade route, control over 
piracies and slave tiade, and 'exiluuon of 
Russian or other foreign influent^' 

I his settled the issue It is considerations 
like these, and not the authority of inter 


national law, which governed impenal 
policy But once territory was acquired, 
international law, fashioned largely by the 
European powers, was invoked to sanctify 
the conquest Witness Goa 
The secret Bntish-Kiiwait accord of 1899 
bound the Sheikh of Kuwait “not to receive" 
the agent of any power without British per 
mission or assign any part of his territory 
to such a power In return the British pro 
mised him “the good offices of the British 
government towards you’’—and no doubt 
against lUrkey in 1901 TUrkey agreed with 
the British not to send troops to Kuwait 
What followed thereafter is, as they say, 
history TUrkey, an onental empire in an 
enfeebled state, the sick man of Europe, col 
onialism on the ascendant, vassals of the 
empire willing to accept \Wstern support to 
assert their ’freedom’ from the empires con 
trol even if it meant selhng this freedom, 
next, to the Western power 
rite documents are a treat (or any student 
of that era We find interesting nuggets, such 
as British despair over their “impossible 
client m the person of the Sheikh" Already 
by then the boundary question had cropped 
up Kuwait’s boundaries in i902 were ‘ill 
defined’ Turkey retained its milnary outpost 
on the island of Bubiyan As the area 
became increasingly favoured as the likely 
ending point for the proposed Baghdad 
railway, the government of India became 
restive over Turkish presence there 
On July 29, 1913 the British government 
and the Ottoman Imperial Government 
signed a Convention which recognised 
(Article 1) that “the territory of Kuwait 
constitutes an autonomous Eaz/t of the 
Ottoman Empire” Turkey joined the wrong 
side in the first world war which biokc out 
in 1914 and the Convention unratified as it 
was became a dead letter 
Aftei the war, the Ottoman provinces of 
Baghdad, Mosul and Basra known collec 
lively as Mesopotamia were detached from 
Turkm and transformed into the stale of Iraq 
over which Britain acquired control as a 
Mandatory Powei under a Mandate of the 
league of Nations Iraq became indepen 
dent in 1912 Till the revolution of 1918 it 
was under British influence 
Kuwait became a British protectorate and 
remained so till l%l when it became in 
dependent In two agreements of April 23, 
1921 and of October II, 1932 Iraq and 
Kuwait agreed on their frontiers What is 
more to the point, on October 4, 1961 Iraq 
and Kuwait reaffirmed their accords 
The colonial era ended but the scourge 
that afflicted the entire Third World grip 
ped Iraq It would not fo^et the past None 
can read Iraqi documents on its territorial 
claims against Kuwait without being struck 


by the futihty of the enure discord Granted 
that Kuwait was obdurate; Iraq’s attack was 
simply indefensible. 

But the US used this not to repel the ag> 
gression but to subjugate Iraq In the pro¬ 
cess, It undermined the Umt^ Nauons 

The UN Security Council Resolution 660 
of August 2, 1990, immediately after the 
Iraqi aggression, demanded Iraq’s 
withdrawal but also called upon Iraq and 
Kuwait to begin negotiations for resolving 
their differences More, it supported "all ef¬ 
forts in this regard, and especially those of 
the League of Arab states” In a major policy 
switch this line was abandoned On August 
8, President George Bush announced the 
deployment of troops in the area Saudi 
Arabia was “persuaded” to invite them 

The United Nations Charter confers on 
the Security C ouncil the “primary respon¬ 
sibility for the maintenance of international 
peace and security” Chanter VI defines its 
powers with respect to the peaceful settle 
ment of disputes Chapter VII empowers it 
to take action with respect to acts of aggres 
Sion or breaches of the peace 

I he Secunty Council is empowered to 
impose economic sanaions If these are con 
sidered initially to “be inadequate or hase 
proved to be inadequate subsequently', 
military action may be taken (Aiticle 42) No 
such finding was made by the Council in the 
present tase Resolution 665 imposing the 
sanctions was passed on August 25 1990 
Three months later, on Novembei 29 1990, 
the Council passed Resolution 678 authoiis 
ing member states “co operating with 
Kuwait ‘to use all necessary means to 
uphold and implement' the (ouncil’s 
resolutions The use of force was not 
spectficaUv mentioned The ( uuncil had not 
the power to give a power of attorney to 
member states The charter enjoins the 
Council to retain its conttol To this end it 
provides (Article 47) foi the appointment of 
a Military Staff Committee consisting of the 
chiefs of staff of the five veto powers, “to 
advise and assist’ the Council on all ques 
lions relating to the Security Councils 
military requiremenis the employment 
and command of forces at its disposal All 
members undertake to make available to the 
Council on its call armed forces Despite the 
Soviet Union’s insistence the Military Staff 
Committee was not activated It is this com 
mittec which is “responsible under the 
Security Council for the strategic direction’’ 
of the forces 

The US went to war unilalcrallv in 
flagrant breach ol the UN Charter, not to 
evict Iraq from Kuwait but to subjugate Iraq 
In the result it destroyed Iraq and imposed 
terms reminiscent ol the Versailles Treaty 
T he Security C ouncil endorsed them and ex 
posed tSe irrelevance ol the Charter, once 
again 

It IS of a piece with the criminal folly of 
the Third World that Iraq brought all this 
upon Itself bv its recourse to force against 
a neighbour and by its bankruptcy of basic 
good sense 
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Special Employment Programmes 

N J Kurien 

Riml Employment Prognunmes in India: Hie ImplementatioD Process 
by R K Tiwan, Indian Institute of Public Administration, New Delhi, 1990, 
pp 271, Rs 150. 


A MAJOR feature of the Indian develop 
ment pracen has been its inability to 
gencmte enough employment opportunities 
for the growing labour force Sluggish 
industrial growth had been the major pro 
blem dunng the sixties and seventies 
Though the growth performance had been 
better dunng the eighties, the structure of 
growth was such that it could not absorb 
much labour Labour absorption in agri 
culture also has been steadily deciming since 
the Seventies Indeed, the overall economic 
growth of around S 5 per cent per annum 
achieved dunng the aghties was significantly 
higher than the trend rate of growth of about 
3 5 per cent for the earlier decades 1 he 
growth of employment during this period, 
however, was far below the projected levels 
and well below the growth of labour force 
Rural employment programmes, the sub 
ject of this book of R k Tiwari, have a long 
history which goes back to the last century 
The colonial rulers introduced the concept 
of ‘test relief woiks to gauge the intensity 
of famines large attendance at such works 
by villagers was indicative of the seriousness 
of droughts Depending on demand, more 
and moie wage employment was provided 
at labour intensive public works The 
strategy of wage employment was initiated 
in post independence India with the in 
troduction of Rural Manpower Programme 
(RMP) in 1961 RMP was started as a pilot 
project in 32 CD blocks Its objective was 
to provide employment tor 100 days to the 
needy who were exposed to king spells of 
seasonal unemployment A country wide 
scheme known as C rash Scheme foi Rural 
Employment (C SRE) was launched in April 
1971 It was intended to provide employment 
to at least l,fX)0 persons in each district 
through latxiur intensive works and to create 
durable assets An evaluation of Ihc scheme 
revealed that although it achieved ns im 
mediate objective to provide employment 
opportunities, Ihc benefits were thinly 
scattered Lack of proper planning was also 
evident In the light of the experience of 
RMP and CSRE, a Pilot Intensive Rural 
Employment Progiamme (PIREP) was 
started in November 1972 in five selected CD 
blocks for a three vear period Its objective 
was to evolve a comprehensive rural employ 
ment strategy tor the entire country 1 he 
Expert Committee which leviewed PIRLP, 
however, expressed the view that the entire 
development strategy should be based on 
labour-intensive technologies so that 
maximum labour absorption takes place 
through the regular development process, 
leaving a small backlog of unemployment 
for being tackled through special employ 
ipent programmes 


The Food for Work Programme (FWP), 
started in April 1977, was a major landmark 
in the history of rural employment program 
mes in India Though a major inspiration 
for FWP was the desire of the government 
to offload the mounting foodstock, it soon 
became popular in rural areas and came to 
be recognised as a major instrument of rural 
employment and development The nation 
succeeded in effectively fighting the drought 
of 1979-80 by providing about 600 million 
mandays of employment under FWP A 
nation wide evaluation of the programme, 
however, brought out a number of deficien 
cics in Its implementation These included 
erratic disbursement of foodgrains, delay in 
measurement of earthwork, non-durability 
of assets created under the programme, 
inadequate technical support and lack of 
supervision leading to dilution of the 
technical specifications at the stage of 
implementation Besides these deficiencies, 
there were three major reasons due to which 
the progtamme suffered a setback f irst, the 
programme was implemented on an ad hoc 
basis In the context of this uncertainty, the 
State governments were not able to provide 
the needed technical and administrative sup 
port to plan overset and monitor the pro 
gramme effectively Second, there was no at 
tempt by the Stales to formulate a shelf of 
protects which could take into account the 
local needs and could also fit in with the 
overall priorities of the region where the 
programme was implemented Third, in 
many States foi w «m of financial provision 
fot material component of works and also 
to give part of wages in cash, there was a 
tendency to take up earth works mainly 
road works, which were not of a durable 
nature 

The National Ruial Employment Pro 
•ramme (NRl P) an improved version of 
FWP, was introduced on a nation wide scale 
in October 1980 NRLP was made an in 
tegral part of the Sixth Plan in April 1981 
It IS being implemented since then as a 
centially sponsored programme on a ^0 SO 
financial sharing basis between Central and 
State governments Us major objectives arc 
generation ot additional employment and 
creation of productive community assets 
1hc guidelines provide that pitlerencc 
should be given to landless labour for 
employment Further among the landless 
labour priority should be for SC/ST and 
women I he programme was being impic 
mented through Distiut Rural Development 
Agencies (DR DAs) I he works were to be 
taken up for esecution on the basis of a shelf 
of pro ccts and annual action plan* prepared 
by the DRDAs Works were mainly executed 
through panchayati taj institutions Workers 
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Minimum 'Wages Acts. Purt of the wages 
were paid in terms of subsidised foodgrains 
Allocation of resources to the States was to 
be made on the basis of a formula under 
which 50 per cent weightage was given to the 
number of agricultural labourers, marginal 
workers and marginal farmers and 50 per 
cent to the incidence of poverty For ensur¬ 
ing creation of durable assets m the process 
of employment generation, up to SO per cent 
of the allocation was permitted to be used 
for materials 

The major theme of the book under 
review is the implementation process of 
NRLP In the mti^uction, the author lays 
down the objectives of the study as being 
to understand the theoretical aspects of 
utilisation of surplus labour for capital for¬ 
mation, to review the rural employment pro¬ 
grammes undertaken since the Third Plan, 
to oversee the implementation process m the 
National Rural ^ployment f*rogramme; to 
ascertain how far the policy outcomes are 
consistent with the objectives, and to Hnd 
out the principal factors affecting the realisa¬ 
tion of the objectives The book is organis¬ 
ed into two sections The two chapters in 
section one are ‘Surplus labour and Capital 
Formation’ and ‘R^iew of Rural Employ¬ 
ment Piogrammes’ While the former deals 
with the analytical logic of wage eiupioy- 
meni programmes, the latter gives a Burly 
comprehensive review of rural employment 
programmes since the Third Plan Though 
the classical theory of surplus labour 
associated with Nurkse and Lwis is invok¬ 
ed in the first chapter the discussion in the 
rest of the book does not make enough use 
of the analytical framesvork provided by it 

Empiric At Anaiysis 

The major contribution of the book is the 
empirical analysts of the actual operation of 
NREP in Madhya Pradesh This is based on 
field data collected by the author from two 
selected districts Durg and Raipur, dunng 
the year I98S 86 The Held survey was con- 
lined to seven CD blocks, four in Raipur and 
three in Durg A total of 42 NREP vrorks 
in the seven blocks were taken up for detailed 
study Besides, 200 workers engaged in on 
going works of all types were interviewed 
In addition, information was also collected 
from government circulars, reports, progress 
reports, shelf of projects and annu^ action 
plans both at the block and distnet levds 
Planning and implementation details were 
also collected from the personnel of the 
Rural Engineering Service and Panchayat 
mstiiutions 1 he vast data on various aspects 
of NRIP coltectcd in the sample are sum¬ 
marised and presented in about 50 tables 
given as annexure to the book Since the 
sampling design was a purposive one, no 
attempt was made to draw inferences of a 
universal nature applicable to the country 
as a whole or even the State as a whole 

The second section of the book has seven 
chapters While the first one presents the 
objectives and methodology of the study, the 
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Mt-up, lo^ pUiming process, problems of 
implementation, distriltotion of foodgiains, 
impact of the programme and major 
findings and policy implications, respective¬ 
ly. TWo spedai aspects of the administrative 
set-up for implementation of NREP in 
Madhya Pradesh are the involvement of the 
gram panchayats and the Rural Engineering 
Service (RES). Well before government of 
India assigned a key role for panchayats in 
the Jawahar Rozgar Yojana (JRY) in 1989, 
the,Madhya Pradesh government had given 
the gram panchayats the responsibility of 
implementing the NREP works. All NREP 
construction works in the villages were to 
be executed by the BDO through the gram 
panchayats. The accounts of the works were 
to be maintained by the BOQ Certainly, the 
role of the panchayat was limited as com¬ 
pared to the JRY of later years. In the case 
of minor irrigation and other works involv¬ 
ing more than one pam panchayat area, the 
responsibility for implementation tests with 
R^ an agency specifically created for pro¬ 
viding engineering support to rural works 
programmes. The RES personnel are 
expected to provide technical support for 
works uken up by the gram panch^ts. In 
actual practice, however, little technical sup¬ 
port had been forthcoming from RES. Oftra 
their role is limited to ‘technical control* 
which in reality is nothing more than 
‘tedmical harassment*. 

The author utilises a long chapter to cap¬ 
ture the various steps involved in local plan¬ 
ning process. He describes how a set of State 
guidelines superimposed over the Central 
guidelines irads to adoption of material 
intensive construction works, how shelf of 
projects for three-year and five-year periods 
are prepared, how armual action plans are 
prepared, how the powers of sanction are 
delegated, how cost estimates are arrived at 
and how funds are released to the implemen¬ 
ting agencies and so on. One thing which 
dwly emerges is the fact that NREP was 
looked upon by all those who had the powers 
of dedsion-making as an asset creation pro¬ 
gramme rather than employment generation 
programme. This is further confirmed by the 
nominal role played by the DROA in the 
planning and etecution of the programme. 

iMPmSENTATION PROBLEMS 

On the basis of the information coOected 
during the survey the author presents a long 
lilt of implementation problems. It is 
interesting to note that there problems iden¬ 
tified by the author are substantively similar 
to those brought out by the nationwix con¬ 
current evaluation survey of NREP spon¬ 
sored by the department of rural develop¬ 
ment of the government of India during 
1987-88 and the Rqrort of Evaluation of 
NREP by the Programme Evaluation 
Organisation. Though the prindpal objec¬ 
tive of NREP has been to provide employ¬ 
ment to the needy during the slack seasons, 
in actual practice the employment genera¬ 
tion is more attuned to the budget cycle As 
a result, very little employment is generated 
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which is indeed, the main slack season. On 
the other hand more than half of employ¬ 
ment generation takes place during the last 
quarter of the flnandal year. 

inflated estimates of employment genera¬ 
tion under wage employment programmes 
have been reported by various evaluation 
studies in the past. This has occurred due 
to a variety of reasons—actual wages being 
higher than minimum wages, higher share 
of skilled iabom, highm material compo¬ 
nent, outright misappropriation, etc. The 
author has independently work^ out the 
employment component of a number of 
works taken up in the sample He concludes: 
"So much so that in a building work of 
Rs 50,000, the mandays generated as men¬ 
tioned by the blocks were in the range of 
2,200 to 3,000 but according to our calcula¬ 
tions it should be between 7S3 to 910 man- 
days at the most*' No further comments on 
this issue are called for! 

Other major problcnu associated with the 
implementation of NREP works are in¬ 
complete works, recovery of uiiutilised 
funds, selection of labourers and payment 
of wages, lack of technical support, short 
life-span of the assets created and absence 
of arrangements for maintenance of assets 
created. Using the sample information the 
author highlights the seriousness of each 
issue. The tendency of starting new works 
even when a large number of works remains 
incomplete is not peculiar to Raipur or 
Durg. Lack of recovery is part of the politics 
of anti-poverty programmes. Another 
casualty is the foodgrain component of the 
wage irayment. Majcnrity of the labourers 
could not get the benent of subsidised 
foodgrains due to one reason or another. 

Basic Issues Avoided 

The impact of the programme is assessed 
in terms of employment generation, incomes 
and benefits from the assets created. Not 
only that Madhya Pradesh is one of the least 
der^oped States in the country, the distrkts 
taken up for the study are particularly 
backward. More than 70 par cent of the rural 
population in both the diroicts are estimated 
to be below the poverty line A signiricant 
share of them was from SC/STk aiui other 
socially deprived sections of the rural com¬ 
munity. Both the districts are characterised 
by a high proportion of rainfed monocrop- 
p^ area. In the absence of any significant 
industrial development in there districts, the 
vast majority of the rural population is 
dependent on agriculture. The landless 
latourers get barely two to three months of 
employment in agriculture. The prevailing 
wage rate was far below the statutmily fixed 
levels. A number of exploitative practices in¬ 
cluding bonded labour was brought to the 
notice of the survey team. Under these con¬ 
ditions NREP employment was extremely 
popular with the rural poor. There was high 
turn-out of labourers in earth works vary¬ 
ing from 200 to 500 per day resulting in a 
situation where such works got competed 
in a few days. In the case of construction 
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m^t which qften denied die dumca of tite 
most needy. On the basis of data cdleetad 
frmn 200 labourers who were intendewed, 
it was found that the income received varied 
from Rs 28 to Rs 112 per beneficiary per 
yew. Considering the fact that only the 
privileged among the poor got employment 
under the programme, the overall impact of 
the programme on the incomes of the ptm 
is, indeed, marginal. Most of the assets 
created by the programme did not provide 
any direct or occlusive benefits to the poor. 
Tlw preferred items of work were roads, 
school buildings, tanks, wells, community 
centres and panchayat bhavans. Not much 
emphasis was given to productive type of 
works like minor irrigation, drainage; land 
reclamation, etc, which generate sustained 
onployment opportunities. 

The book confines itself to a study of the 
implementation process of NREP which had 
bera in existence for a decade from 1980 to 
1989. From 1983 to 1989 another wage 
employment programme; viz. Rural Landless 
Employment Guarantee Programme 
(RLEGP), had also been imptemoited 
throughout the country. Thou^ RLEGP 
was intended to provide a minimum of 100 
days of employment to one member of each 
landless agricultural labour household, in 
actual practice nothing of this sort happerv- 
ed. In toms of coverage; implementation 
process, etc, it had been similar to NREP. 
Both these programmes were merged to form 
JRY in 1989. The prinapal departure of JRY 
is that the elect^ village panchayats are 
entrusted with the pluming and implemen¬ 
tation responsilNlities of JRY throughout the 
country. As yet no comprehensive study of 
the im^ementation process of JRY hu been 
made Certain impressionistic studies give 
the mdication that JRY is going on well in 
regions where panchayats are vibrant 
whereas it is in doldrums in areas where pan¬ 
chayats are dormant. For more authentic in¬ 
ferences based on scientific studies one has 
to wait for some more time. 

Tiwui’s book is certainly an important 
contribuuon to the hterature on anti-poverty 
programmes in India in general and wage 
employment prt^rammes in particulu. The 
book, however, hardly touches on some of 
the basic issues. Can there be significant im¬ 
provement in the planning and implemen¬ 
tation of wage employment programmes in 
the present milieu? Are they not just 
placebos for the poor by the non-poor? 
Have the employment programmes helped 
the poor to improve their bargaining power 
with the non-poor for improved wages and 
other working conditions? Are we in a posi¬ 
tion to talk realistically about employment 
as a fundamental right? Is it not feasible to 
introduce an Employment Guarantee 
Scheme (EOS) of the Maharashtra type 
throughout the country? Employment pro¬ 
grammes being obviously short-term 
measures, what are the long-term measures 
needed to solve the rural employment pro¬ 
blem? There are only some of the issues to 
be sorted out by similv studies in the future 
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Rushdie’s Shame: Postmodernism, Migrancy 
and Representation of Women 

Aiju Ahoiad 

The essential task of Thud World novels, it is said, is to give appropriate form to the national experience and 
the range of questions that may be asked of these texts must predominantly rgfer to tius experience. Consequently 
other kinds of questions have to be subordinated to the prinuKy of the authorised questions. It is with these 
other questions that the present essay is primarily concenwL 
Rxusing moK narrowly on the politics of reading individual texts the essay examine Salman Rushdie's book 
Shame The author’s purpose is to offer a symptomatic reading of an ideological location and in this context 
the essay locates the ideological underpinnings of Rushdie’s work principally in the high culture of modernism 
and postmodernism. 


THE axiomatic fact about any canon tor 
mation, even when it initially takes shape as 
a counter-canon, is that when a period is 
defined and homogenised, oi the desired 
literary typology constructed, the canonis 
ing agency selects certain kinds of authors, 
texts, styles, and criteria of classification and 
judgment privileging them over others 
which may also belong in the same period, 
arising out of the same space of production, 
but which mamlesily tall oiiiside the prin 
ciples of inclusion enunciated by that sell 
same agency, a certain kind ot dominance 
IS asserted and fought for, in othci words, 
and IS in turn detined as th essential and 
the dominant T he histors of modernism is 
significant in this regard It ssas the moder 
nist avant garde itself which first posited 
modernism as a comprehensisc negation 
both formal and philosophical, of the 
canonical realism of 19th centurj Luropc, 
and claimed, moreovei that realism itself 
had been definitisely broken superseded 
and buried in the period of high modernism 
the quarter centuiv before 1940 let us say 
In turn, the triumph ot modernism is in 
dicated today piecisely in the fact that realist 
texts produced during that same period and 
in the same Furo American spaces now find 
no significant place in the hterars curiiculae 
and critical discourses pertaining to that 
period and place, regardless of the numbei, 
the worth or the siKial influence of such 
texts in their own time And, it is the 
hegemomc self-representation of moder¬ 
nism as an uttei negation of realism which 
makes it virtually impossible now to see how 
many kinds of modernist narrativity, Kafka’s 
for example, have been faiilitated bv the 
machineries of represontatioii developed in 
19th century Europe 1 his canonical status 
of modernism seems to be at work even in 
relation to what has now come to be known 
as postmodernism As eveiyonc knows there 
were all sorts of distinct movements— 
Imagism, Surrealism, Dada, C ubism, and so 
on—during the period which later came to 
be canonised under the unified lubrit of 
modernism Once that category had been set 


in motion as the art of the 20th century, 
however, what came after it could only be 
seen in relation to jt (| e, it could only be 
a p<>\i of modernism itselO The hegemonic 
manoeuvre was evident, further, in the fact 
that any text which aspired to be included 
in the category ot ‘what came after’ had 
(a) to have enough of modernism within it 
and (b) also to diverge sufficiently in a new 
avant gardist way In either case, processes 
of canon formation meant also that certain 
kinds of questions could not now be asked 
One could not read a modernist or 
postmodernist nairative from the standpoint 
of realism, for example, without being guilty 
ot Derrida’s famous ‘metaphysic of 
presence’ The subordinating or even 
foreclosing of certain kmds of qumtions, the 
foregrounding of others, is the essential 
canonising gesture 

Analogous procedures ot privileging cer 
tain kinds of authors, texts, genres and ques 
tions seem to be under way now wijh regard 
to ‘Third World literature^ The essential task 
of a ‘Third World’ novel, it is said, is to give 
appropriate form (preferably allegory, but 
epic also, or faiiy tale, or whatever) to the 
national experience The range of questions 
that may be asked of the texts which arc cur¬ 
rently in the process of being canonised 
within this categorical counter-canon must 
predominantly refer, then, in one way or 
anothci, to repiesentations of colonialism, 
nationhood, post coloniality, the typology 
of rulers, their powers, corruptions, etc 
1 here is no gainsaying the fact that these are 
among the great questions of the age hat 
IS dijconccrting neveriheless is that a whole 
langt of texts which do not ask, in any 
foregrounded manner, those particular ques 
tions would then have to be excluded from 
or pushed to the margins of this emerging 
coui ter canon Worse still, a whole range of 
othc kinds ot questionings—pertaining to 
othci sorts of literal> influences and cx 
pencniial locations the political affiliations 
of the author icprcscntatinns of classes and 
gendiis within the Uxt, and myriad such 
issues- would then have to be subordinated 


to the primacy of the authorised questions, 
about “nation’ etc. It is with these other ques¬ 
tions that the present essay shall be, in the 
main, occupied 

I 

I have referred elsewbere to the great pro¬ 
lixity and heterogeneity of cultural moduc-. 
tions in our spaces,' both of the archival 
and the non-archivable kinds, which simp¬ 
ly exceed the theoretical terms of ‘Third, 
l^rld literature^ Here, 1 wont to look briefly 
at only one author—Salman Rushdie—who 
occupies a distinguished place at the very 
apex of ‘Third World literature’, and at one 
of his boo'ks—SAame—which has already 
become something of a classic oi this 
counter canon What happens to one’s own 
reading, I would be curious to know, if one 
changes, in any appreciable degree; the ques¬ 
tions'' Aside from changing the questions 
somewhat, my mam interest in undertaking 
this exercise is not to attempt a sufficient 
reading of either the author or the book, in 
some radicalised version of New Cntical eti¬ 
quettes, but. rather, to offer a symptomatic 
reading of an ideological location which 
makes it possible for Rushdie to partake, 
equally, of the postmodernist moment and. 
the counter-canon of Third World hternhird 
For. there now appears to be, in the work 
of the metropolitan cntical avant-gard^ an 
increasing tic between postmodernism and 
Third Worldist canonisations Thus, for ex¬ 
ample, whether we look at the litenuy cntics 
who have done the most productive and in¬ 
fluential work on this idea of a genenc dif¬ 
ference between ‘the West’ and the ‘Third 
World’ or at the actual authors who are 
accorded rentiai importance in this evolv¬ 
ing counter canon—Garcia Marques, 
Fuentes, Rushdie, among others—we find, 
first, that these critical positions are framed 
by the cultural dominance of postmoder¬ 
nism Itself, and, second, that there is enough 
in the authors upon whom cntical attention 
IS so trained which is appropnable for those 
sorts of readings, usually with the text’s own 
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ferettce for Marquez over Asturias, for ex¬ 
ample, has always appeared to me to be 
essentially a political matter, which reflects 
the greater formal and political availability 
of Marquez (as against Asturias) for post¬ 
modernist appropriations on the one hand, 
and, on the other, the politics of avant- 
gaidist literary taste in our time. The same 
ptedominance of postmodernist etiquettes 
ot reading is palpably present in other 
cognate sub-disciplines that arc evolving 
alongside ‘Third World literature’, as the 
roster of those who undertake ‘colonial 
discourse analysis' would amply show. Nor 
is this subjection of the so-called ‘Third 
World’ text to postmodernist scrutiny 
sontething reserved for the best known; it 
now appears to be a fairly general tenden¬ 
cy. Fredric Jameson occupies a different and 
tUstinctive position in all this because of 
(a) his arduous attempts to combine post¬ 
modernism with Marxism, (b) his identifica¬ 
tion of Third World literature’ with ‘naive’ 
realism and, farther back, specifically with 
allegory, and (c) his upholding of ‘Third 
World literatur^ as a global other of 
postmodernism itself, under the insignia of 
‘nationalism’. What is remarkable even in his 
readings, different and supeiior as they are, 
is that he too is preoccupi^, when one looks 
at the totality of his ‘mapping’, with defin¬ 
ing a relation between ‘Third World 
literature’ and the ‘global American culture 
of postmodernism’. For most other critics, 
even the problem of this relation hardly 
exists. What we find, instead, in most cases, 
is that postmodernism, in one variant or 
another, has been imbibed already as the 
self-evident politics and procedure, and what 
remains to be done is the selection, ap¬ 
propriation and interpretation ot the texts 
that are to be included in, or excluded from, 
the emerging counter-canon of ‘Third World 
literature', it is in this space of overlap that 
Salman Rushdie makes, must forcefully, his 
mark. 

That the author himself wants his three 
mqjor novels thus far (Gnmus is minor and, 
in some fundamental ways, both obscure 
and different) to be read as ‘Third World’ 
texts is made obvious enough in the main 
tines of thematics and plotting, and in the 
emphases that Rnshdic has underscored 
whenever he has spoken in his own voice, 
whether within the novels or in the interviews 
and conference papers which have inevitably 
followed: the colonial determination of oui 
modernity, the conditions and corruptions 
of post-coloniaiity, the depiction of the Zia 
and Bhutto periods in Pakistan as emble¬ 
matic of Third World caudillos and dictators, 
in general, myths of nationhood and In¬ 
dependence, the myths and gods of India, 
Third Wirld migrants in metropolitan cities, 
the world of Islam, and .so on. The forms 
of narrativisation, meanwhile, are diverse 
enough fur critics to conjecture that they 
belong, in essence, to a generally non- 
Wstern, specifically Indian form of min- 
mimetic narration, derived, Hnally, from the 


emplify, in the words of lUja Rao, the 
characteristically Indian penchant for 
ob.se$sive digressions and the telling of an 
interminable tale. This is of course what 
Rushdie’s own stance in Midnight's Children 
is. It has not been possible, though, to sus¬ 
tain this idea of quintessential Indian-ness 
in the Jorm of Rushdie’s narrative techni¬ 
ques; the lines of descent from Euiopean 
modernism and postmodernism are too 
numerous. The neces.sary though often un¬ 
intended consequence of these approaches— 
i e, the preoccupation with Rushdie’s por¬ 
trayal of ‘the nation’ und ‘the Third World’ 
on the one hand; with the digressive sclf- 
reflcxivity (‘Indian-ness’?) of his narrative 
technique on the other—has been the 
obscuring of his ideological moorings in the 
high culture of the modem metropolitan 
bourgeoisie as well as the suppression of a 
whole range of questions which have little 
to do with either ‘the nation’, or ‘the Third 
World’ but which 1 take to be quite cential 
to the basic import ol his narratives. 

The more fundamental questions shall 
become clearer a.s we get to the reading of 
the novel, but two-fcatures of the ideological 
subtext Itself may be mentioned here in pas¬ 
sing, so as to illustrate the general ambience 
of the work. Thus, Rushdie's idea ot 
‘migrancy’, for example, which is quite 
central to his self-rcprescniatiun both in 
fiction and in life, has come to us in two 
versions. In the first version, fully present 
in Shame and in the writings that came at 
more or less that same time, ‘migrancy' is 
given to us as an ontological condition of 
all human beings while the ‘migrant’ is said 
to have ‘floated upward from history' In the 
.second version, articulated moic fully in the 
more recent writings, this myth ol ontolo 
gical unbelonging is replaced bs another, 
larger myth of excess of belongings: not that 
he belongs nowhere but that he belongs to 
too many places. This is one kind ot thiust 
in Rushdie’s work, which appears to refei to 
the social condition of the ‘Third World’ 
migrant but is replete also with echoes from 
both the literary tradition ol high modei- 
nism and the postmodernist philosophical 
positions. But then, along.side this issue ot 
‘migrancy’, we also find in Shame an actual 
portrayal ot Pakistan—and, in Rushdie’s 
own words, ‘more than l’akistan~-as a space 
(Kcupied so entirely by power that there is 
no space left for either resistance or its 
representation; whocvei claims to lesisl is 
enmeshed already in relations of power and 
in the logic of all-embracing violences. I'his 
one can see in numerous minor episodes of 
the novel, such as the breezy caricature of 
the armed movement in Baluchistan in the 
1970s, in the earlier portions of the book, 
as much as in the fabrication of the cential 
character, Sufia Ziiiobia, as we shall stvk to 
demonstrate below. Between these two poles 
of idralogtcal construction—the individual’s 
freedom, absolute and mythic, that is derived 
from the fact that he belongs nowhere 
because he belongs everywhere; and an im- 


with violence and corruption that any 
representation of resistance becomes 
impossible—Rushdie encompasses, in fact, 
a whole range of nuances which clearly do 
not constitute a philosophical unity but 
which are the very nodal points through 
which the contemporary (post)modernist 
literary imagination passes as it negotiates 
its way out ol Pound and Eliot, into the 
world of Derrida and Foucault. How very 
enchanting, 1 have often thought, Rushdie’s 
kind of imagination must be for that whole 
range of readers who have been brought up 
on the peculiar ‘univcrsalism’ of The Waste 
Land lihe ‘Hindu’ tradition appropriated by 
an Anglo-American consciousness.on its way 
to Anglican conversion, through the agen¬ 
cy of orientalist scholarship) and the ‘world 
culture' of Pound’s Cantos (the sages of 
ancient China jostling with the princely 
notables of renaissance Italy, with Homer 
und Cavalcanti in between, all in the service 
of a political vision framed by Mussolini’s 
fascism): one did not have to belong, one 
could simply float through, effortlessly, 
through a supermarket of packaged and 
commodified cultures, ready to be con¬ 
sumed This idea of the availability of all 
cultures of the world for consumption by an 
individual consciousness was ol course a 
much older European idea, growing in 
tandem with the history ot colonialism as 
such, but the peifection and extended use 
of It in the very fabrication of modelnism 
(not just Pound and Eliot, but a whole range 
of modernists, from Herman Hesse to St 
John Perse) signalled a real shift, from the 
age of old .colonialism per se to the age of 
modern imperialism proper, which was 
reflected also in the daily lives of the 
metropolitan consumcis in .i new kind of 
shopping: the supeimarket In the literary 
imagination of high modeinism this idea of 
cultural excess served, however, as a counter¬ 
point against the far less sanguine notion 
that the fragmented .self was the only truly 
modern sell. Idea.s of excess and disruption, 
of unity and fragmentation, were heid in this 
imagination in a tense balance, if the chief 
characteristic of the metropolitan super¬ 
market was that entirely diverse products 
(utensils, fabiics, jewellery refrigerators, 
beds) could now be puichased under one 
roof, while also drawing upon the resources 
of different countries (Indian textiles 
alongside Manchester woollens; Persian 
caipets alongside French hosiery), making 
available a wide range of personal consump¬ 
tions in a wholly impersonal setting, the fell 
experience of the elite artist was that he 
could now draw upon a whole range of 
cultural artefacts from the whole world 
(Indian philosophy, African masks, 
Cambodian sculpture) but he was also sub¬ 
jected to t.iose same processes of capitalist 
alienation which were inscribed now not 
only in the proce.sses of production, to be 
suffered by the working class alone, but in 
the very structure of social space as it was 
reconstituted in the modern city. The collage, 
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tad tbit^SSSn lecompoiltioiM of per^xic- 
th* wm tbe dunctorittic reipotwei in the 
vbud uH and Elbt’s ouvre cnne to occupy 
ao central a portion in the literary imagina¬ 
tion of the An^o-Saxon ehte->and, tn an 
act of characteristic subordination, m the 
imagination of the Anglophone colonial 
elite as wdl—because he combined this sense 
of cultural excess with an equally strong in¬ 
vocations of ‘Hollow Men’ and ‘Unreal 
€3tyr; The WateLami, with its fragmented 
surface, its polyglot ascription, its multi 
cuhural list of literary resource and ideolo- 
gicai possibility, iu malevolence toward 
workiiig women and the sexuality of popular 
classes, its aristocratic aftihation, its t^zl- 
ing technical resolution for the sense of un 
belonging and inner ennui, is of course the 
xntrai document of Anglo Saxon moder¬ 
nism In none of the major modernists, 
lowever, was the idea of the fragmented self, 
>r the accompanying sense of un-belonging. 
ever a source of any great comfort, it came, 
usually, with a sense a recoiling, even some 
terror What is new in the contemporar) 
metropolitan philosophies and literary 
ideologies, which have ansen since the I96()s, 
in tandem with vastly novel re structurings 
of global capitalist investments, communica 
lion systems and information networks - 
not to speak of actual travelling facilities—is 
that the idea ot belonging is itself being 
abandoned as antiquated tatsc conscious 
ness [he terrors of high modernism at the 
prospect of innei fragmentation and social 
disconnection have now been stripped, in 
Derridean strands of postmodcinism, ol 
their tragic edge, pushing that experience ot 
toss instead, in a celebratoiv direction tlic 
idea of belonging is itself seen now as bad 
faith, a mere 'mvth oi origins’, a truth ettid 
produced by the Lnlightcnmeni’s ‘ineia 
physic of presenu The truth ol being, to 
the extent that tiuth is at all possible, lesides 
now in multiplicity ot sub)ect positions and 
an excess oj belonging, the writer not only 
has all cultures available lo him as resource, 
for consumption, hut he aciiially belongs in 
all of them, because he belongs in none As 
these formulations begin to become the 
manliest common sense ot the metropolitan 
intelligentsia, dutifully reproduced in the 
literary productions and pronouncements ol 
Third World iiitclieccuals’ located within 
that milieu, one wonders whal these cultural 
positions—(the idea ot origin being a mere 
’myth’, the double ness of arriving at an 
excess of belonging by not belonging, the 
jirojea ol mining the lesource and raw 
material of ‘1 hird World literature’ toi ar 
Chival accumulation and generic classitica 
tion in the metropoliun umversitv)—might 
have to do with this age of late capitalism 
in which the most poweiful capitalisl firms, 
originating in particular imperialist coun 
tries but commanding global investments 
and networks of transport and communica 
tion, proclaim themselves ncveitheless as 
being mu/fi-nationals and irons nationals, 
as if their origins in the United States or the 
Federal German Republic was a mere myth 


and as If their ability to acbtwidiiub 
value from a dozen couidiies or more was 
none other than an excess of belonging 
If Derridean pressures move postmoder¬ 
nism in the direction of a srif-reflexive 
celebration (one is free to choose any and 
all subject-positions—beyond all structure 
and all system, in Edward Said's formulation 
—because history has no subjects or collec¬ 
tive projects jn any case), the political im¬ 
plications of Foucault’s ^ilosophical posi¬ 
tion and narrative structure tend not only 
to re-inforce the impossibility of stable 
bdonging and subject-position but also to 
bestow upon the world a profound cage-like 
quality, with a bleak senre of human entrap¬ 
ment in discourses of power which are at 
once discrete and overlapping, many of 
which appear to be located in the archaeo 
logical layerings of the countless passages 
from tlic aniien regime to modernity while 
others (the dissouise of scxualilv, for ex 
ample) in perhaps Roman antiquity, but 
there appears to be none that can be traced 
to an origin or a purpose or an interest I his 
hisioiy without systemic origins or human 
subjects or collective sites is nevertheless a 
history of all encompassing power, which is 
wielded by none and which cannot be 
resisted because iheie is nothing outside the 
fabrications of power—perhaps ought not 
be resisted becaust it is not only repressive 
but also profoundly productive History, in 
other words, is not open to change, only to 
nariativisation Resistance can onlv he pro 
visional pcisonal local, micro, and 
pessimistic in advance The enormous ar 
chival depth of houiauit's researches and the 
stimpiuousness of his prose, we might add, 
stand in a peculiar relation to this definition 
ol human possibility as if the recoveiy and 
re dctinition of the archive were, in the old 
humanist sense of the intelleciuars vocation, 
a tundamcntally redemptive act, and as if 
Foucault too belicvtd, along with Whitehead 
tor esampit, that style was the essential 
morality of a writer’s mind 
1 do not mean lo suggest that Shame is 
somehow a fictional fabrication derived 
from these sets ot ideas which the author 
then applies to the social reality that engages 
his attention Nor is it ol any impoitance 
whethei Rushdie has even read any or all ot 
these other authors (tliough some phrases 
in Shame are doubtless modelled on phrases 
from The H'aste Land) What I wish to 
sjiecity, rather, is the context ot the book's 
composition as well as reception the kind 
of author Rushdie is, the whole grid ot 
predisjiositions which have gone into the 
making ot such an imagination, the kinds 
ot pleasures his book supplies to what was 
conceived of as its initial readership (Rushdie 
himself tells us that he wished dcspcraCcIv 
to win a second Booker Prize, with Shame, 
as he had done with Midnight's C hildren) 
In some basic ways, one is speaking not so 
much of Rushdie's intentions as of the con 
dilions ot his production, the very satuia 
tion of his thought as it were it is impor 
tani to lecall here that Rushdie was not, until 
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^tollBh, an exile but a selfoc^ Now. 
wnters-m-exile often write primarily for 
readerships which are matoially absent from 
the immediate conditions of thar produc¬ 
tion, present only in tlw country from which 
the writer has been forcibly exiied. heme all 
the more vividly and excruciatingiy present 
in the writer’s imagination because their ac- 
tuahty IS deeply intertwined with the existen¬ 
tial suffering of exile and with the act of 
writing as such The self-exile has no such 
irrevocable bond, be is free to choose the 
degree of elastiaty of that bonding, and the 
material consequences of his migrancy 
necessaitly bung him into a much more ac¬ 
countable relation with the readership which 
IS matei lally present within the milieu of his 
productive work This one recognises not as 
d weakness or a strength of Rushdie’s work 
but simply as one of its framing realities. 
This shared ambience between the writer and 
his primary readership may then be reinfmc- 
ed, nt not by ties, or lack of them, that are 
normally produced by one’s own culture, 
one’s own class and the range of choices 
which arc then available and which one exer¬ 
cises foi better or worse, in the process of 
living and writing 

I shall return briefly to these particular 
moorings and the broader impiica!«ms of 
Rushdie’s work in the concluding section of 
(he present essay Before going on any 
fui thcr wiih such generalisation, however, 1 
want to took more closely at some aspects 
ot Shame so as to clarify how these larger 
issue are embedded in the text of the novel 
itscll In (he process, I shall otfer some 
remarks on Rushdie’s self-representation 
within ihe book, some more extended 
reinaiks on his representation of women in 
It, and on the implications of these, and of 
both his ‘migrancy’ as well as his postmoder¬ 
nist allegiances, for his politics The inten¬ 
tion IS not to offer a more adequate or even 
an alternative reading of either Shame ot the 
rest of his growing corpus, less still to deny 
that the condition of postcoloniaiity may 
Itself be one oi the co-ordinates for r^mg 
such books, but simply to illustrate the sort 
of questions and connections that get 
marginalised in the pursuit of a generic 
category of ‘Third World literature’ 

11 

We might as well begin with the author 
inside the book For, aside from the 
numcious things Rushdie has said in the 
course ot his many interviews about his in¬ 
tentions in Shame, the narrative within the 
book Itself IS controlled transparently by the 
repeated, direct, personal interventions on 
part ol the narrator—who is, for purposes 
of our interpretation, Rushdie himself The 
first such intervention comes early m the 
book, as soon as the author is through with 
his first chapter After a significant descrip¬ 
tion of his theme—Shame, and what causes 
11 —he comes to himself, his book, his 
country 


mi 



I lelt n^f this will be a novel of leavetak* 
mg, my last words on the East from which, 
many years ago, 1 began to come loose I do 
not always believe when I say this It is a part 
of the world to which, whethei 1 like it or 
not, 1 am still joinid, if only by elastic 
bonds ^ 

And 

The country in this story is not Pakistan, or 
uot quite There are two countries, real and 
fiMenal, occupying the same space, or 
almost the same space My story, my tictional 
country exists, like myself, at a slight angle 
to reality I have found this off centring to 
be necessary I am not writing only atout 
Pakistan 

Then, alter a short passage on hhayvam, 
!he Farsi poet, we aa told 
1 too, am a translated man I have been home 
OLross (p 24, emphasis in the original) 
Later in the novel, in the course of a poig 
unt passage about his voungei sistei, 
Rushdie would also say, unmistakably about 
aimself 

Although I have known Pakistan lor a long 
time, I have nevei lived there for longci than 
SIX months at a stretch I have learned 
Pakistan by slices however I choose to 
write about over there, 1 am torced to reflect 
that in fragments ot broken miirors I 
must reconcile myself to the inevitability of 
the missing bits (pp 70 71) 

And finally 

What IS the best thing about migrant peoples 
and seceded nations'* I think it is their 
hopefulness And what is the woi si thing * 
It IS the emptiness ot one’s luggage We 
have floated upwards from history, from 
memory, from Time 

As we begin to negotiate this imagmativi tci 
itory marked by ‘Pakistan’ ‘the fast 
seceded nation’ etc, it is well to recall what 
Rushdie himself tells us in a different 
sassage that he had actually gone back to 
ive in Pakistan but had left not because of 
rolitical difficulty or economic pressure hut 
wcause he had found the country ‘sut 
ocating’ With that personal decision to 
cave one does not quarrel, because that kind 
>f decision always is personal But his 
leavetaking’ is so very central to his public 
idf>representation as well as to tlie structure 
>f his fictions that one wants to locate at 
east the literary consequences and 
wecedents—of it somewhat accurately With 
egard to his fictions and his general political 
itance, 1 think, this personal detail is to be 
leen not so much in relation to coloniality 
uid Its aftermath, nor with lefercncc to the 
ssue of dictatorship per but in the highly 
iressuiising perspective ot modelnisni itself 
vhich has been framed so very largely by 
ielf-exiles and emigres—James and Conrad 
\>und and Lliot, Picasso and Dali, Joyce 
liertrudc Stein, and so on—who had ex 
xrienced the same kind ot ‘suffocation’ in 
heir own spaces of this globe and who were 
lubseqently to leave behind immense 
esources of genre and vocabulary tor 
ielineating that predominant image of the 
nodern artist who lives as a hit rut stranger 


m a foreign and impersonal city, and who, 
on the one hand, uses the condition of exile 
as the basic metaphor for modernity and 
even for the human condition itself, and, on 
the other, writes obsessively, copiously of 
that very land which had been declared ‘suf 
focating’ Not was ‘the East’, and the itch 
to say some ‘last words’ about it, lar from 
the imaginative topography of modernism 
and Rushdie seems to have taken as much 
from the many styles and ideologies in which 
‘the East’ had been represented within the 
larger compass ot the modernist moment ~ 
(the debts of Midnight’s Children to kim arc 
substantial and Kipling, one might recall ac 
tually belongs within this moment, as does 
Orwell, and Conrad, coming in the middle 
IS of course one of the masters of it)— as ht 
has taken on other scores, from Ciarcia Mar 
quez f ven the increasing insistence on sell 
exile as a positively enabling experience lor 
writers is by no means new, what rs new and 
decidedly postmodernist is the emphasis 
much sharper in Rushdie’s moie recent 
writings, on the idea of multiple belongings 
and on the lack ot any fundamental pain in 
dislocating onself from one’s original com 
munity But this too fits because the cut 
rent metropolitan milieu, wnh its debunkint 
of any ‘myths of origin’ and of ‘metaphysics 
of presence’ docs not really authoiisc ans 
sustained acknowledgement of such pains 
The remarkable thing about the passages 
1 have quoted above is, in any case the 
handling of ambivalences and conditiona 
hues The irony of ‘I tell myself, which is 
intended so clearly to suggest that what 
follows IS mere self persuasion, nil the truth 
but a hallucination of truth, is poised so 
sharply against the power ot that phrase a 
novel ot leavetaking’—and poised all the 
more sharply because Midnight s ( hildn t 
and Shame actually are novels of leave tak 
mg, not from the fast surety but, inoic par 
ticularly, fust from the country ol his birth 
(India) and then from that second country 
(Pakistan) where he tried, half heartediv to 
settle down and could not—that tunc ol 
initial self mockery dissolves quickly into a 
< haracteristically modernist use of that par 
tieular kind ol irony which comes into 
modernism from its antecedents in roman 
ticism Itself and which serves to de stabilise 
not only the object ol irony but also its 
author, and which Franco Moretti has quite 
properly called a spell of indecision’ I here 
IS a quality of linguistic quicksand in all such 
passages, as if the truth ot each utteianci 
was conditioned by the existence of it‘ op 
posiie and Rushdie seems forevc' to be tak 
ing back with one hand what he has given 
with the other the will to take leave is pois 
ed against the impossibility of kavetaking 
he has been coming loose but is still ‘join 
ed’ he is still joined but only by ‘clastic’ 
bonds and he is nut sure that he likes the 
fact of continued joining Ooincd, ‘whether 
I like It Ol not) he makes statements but 
he docs not believe in them, the lictive and 
the real co exist but do not correspond, not 
only his text hut he, himself, exists ‘at a slight 


angle to reality’; not hts text but he U 
‘translated’, 'borne across*, the translation 
occurs not on the semantic but on the exis¬ 
tential level These ambivalences propel him, 
then, to write a ‘novel of leavetaking’, about 
a country which is ‘not quite Pakistan’ and 
'not only Pakistan’ but is, in the most ob¬ 
vious ways, Pakistan And the novel is 
something else < well ‘my last words on the 
Last’* An audacious undertaking indeed, 
widei in some senses than Joyce’s in A 
Portrait oj the ArtiU As a Young Man, the 
book which I think Rushdie quite inten 
tionally invokes and where Stephen, the 
alter ego of that Irish, colonised author had 
also set out for self exile so that, as he puts 
It in the concluding passages ot that other 
book of Icavetakmg, “I mav k am in my own 
Ilk and away from honu and friends what 
the heart is and what it It 1 1 and ‘to forge 
in the smithy of my soul iht unt re tied con 
science of my race’ 

There is poignancy in them surely, but 
Rushdie's formulations heic arc troubling on 
at least two counts f)iic is that it is always 
impossible, even m a woi k much larger than 
Shame—lo say one’s last words’ about 
anything as amorphous as ‘the Last, this 
idea that there is some unitary thing called 
‘the 1 ast about which some ‘last words' can 
be said is a figment of the orientalists im 
agination and Rushdie is simply over stating 
at least his capacities it nut also hts inten 
tiuns That ht begins the passage with a mg 
gestion ot self mockeiy dees not really 
retrieve the banal chaiactei ot the assertion, 
since the whole book is icpietc with all sorts 
of banal statements about ‘the fast’, m 
eluding the asset ticin that the English word 
Shame falls fai short ol the Urdu woid 
‘Sharam bee ausc the latter is as s« ntiment 
and notion and normative conduc t charac 
teristically Lastcin, hence exceeding the 
Western capacities ol cognition and 
linguistic fcirmatinn ‘they live after the 
death of tragedy we arc told while ‘we’ 
presumably Iwe in the grip of it Second, 
there aic lemarkahle contrasts between 
Rushdies declarations and the phrases I have 
used from loyccs little work ot early moder 
nism There is in the young Joyce still a sense 
of ‘home and friends’, and even an accom 
panying sense ol desolation in having to 
choose self exile, there is also an intentiona 
lity a choice hoyvever tragic, as well as a full 
blooded irony about one’s own undertaking 
and about the kind ol rhetoric which fre 
quently accompanies such undertakings, 
lemarkable in all this is the pun on the word 
(urge’, nor is there any sense that the writer 
has floated upwards from history, from 
memory, from ’Time’ Rushdie’s stance is dif 
ferent Pakistan, or India for that matter, is 
precisely not home, neither the joimng nor 
the coming loose has, by now, with Micf- 
night’s ( hildren behind him, the immediacy 
ol a willed and necessary self-yvounding that 
may require the language ot iron and smithy, 
what we have, instead, is an image of 
tenuous and possibly flaccid rubber, ‘elasti¬ 
city , and what impresses one about ‘I, too. 








ocraisl is that someone or something eke, 
perhaps History itself, appears to be doing 
the translating, the bearing across It is 
perhaps the lightness of being that comes 
from having ‘floated upwards from history, 
trom memory, Irom Time’ which makes it 
possible for the authoi, then, to mock 
himsell into wanting to say his ‘last words 
on the hast’, in a parody ol the flip con¬ 
fidence that one would encounter later in 
Naipauls Among the Believers (Satanic 
kfertfs perhaps can be read more ap¬ 
propriately as Rushdie’s veision ol the world 
Naipaul thcie dcsciibes, with lai gicater 
talent and knowing cllect but with vcr> un 
canny overlap of stances) As one letiiins 
from that phrase last words on the last', 
to Stephen’s ‘in the smithv ol mv soul ihe 
uncreated conscience of inv rase, one senses 
the impossibility of that floating upward' 
for anyone, migrant or nut, who might have 
thought of ‘migrane>’ as personal need, 
because of the sulloeation’, but might be 
yet unwilling to make a fetish ol his own 
un belonginu 

Parentheliealls I may emphasise thai I do 
tioi wish 10 eonstiue this juxtaposition ol 
two texts or ratliei the two sets ol biief 
quotations ,ie some kind ol fixed ditlcrcnee 
between modernism and isostmodernism If 
a poslmeKlermst at all Rushdie is so precise 
Iv in the sense that his intellectual and ar 
Itstie loimation i esseiitiallv modeintst hut 
there ate distinct aiiicufaiioiu and emphases 
in which he eltailv exceeds that basic foi 
malion I am lemindecl heie ol those 
passages m I votaid when he argues th.it 
postmodeinisin is a set ol tciideneics within 
late modernism itself and which distin 
guishes Itself pnni.irilv by 11 /<hruiing human 
inability to expelleiiee lealits es i totality 
ovci and hevond its liagnients I he an it tide 
towards fsclf )exile would be anotliei such 
shift but a shill connected with hisiorieallv 
distinct moments within the eoiitmuum of 
metiopoles high eulinie in the ceiiiurv of 
modeiti impeiiilism 

'The I ast would ol eoinse eontmuc to 
hauiii Rushdie ten many Sears alter the 
writing ot Shanii imhi up to the piesentand 
mo 1 likely into the indelinitc future loi one 
thing, sell exile raids becomes i full 
naturalisation even when class and eultuie 
can bi fully shanel is even Heniv lames 
was to find out Ihitish racism loiedoses the 
option for pi e'ple ol colour in any case i seii 
lor a man ot Naijiaul s longings and ideii 
tifications, Li alone tor Rushdie with his 
monumental ambiv ileiiees about the culture 
ot hts origins as welt as ho activist and op 
positional lelationship with the eultuie of 
ottieial Britain Ihe wntine of Satanu 
kcrscson the one hand and the tiindamen 
talist fury that was unleashed against him 
iheieaficr, has made vis id the non claxtieitv 
ot those bonds in a parlieularly maeabie 
way, which Rushdie himself neveitheless 
could not have lore seen at the tune when he 
wrote Shame As regaids the reading ot that 
earlier novel in its own setting howevcT, what 


towards (self-)exile in these passages is the 
lonnectton in Rushdie’s utterances between 
(a) the project of saying some ‘last words on 
the bast’ (b) the ambition to write at one 
and the same time about Pakistan and also 
more than Pakistan (‘the East’ on the one 
hand, the typology ol dictatorships on the 
other, as well as post coiomahty in general), 
(c) the sketchiness ot the actual knowledge 
ot Pakistan, and (d) the device ol ‘olf- 
cenliiiig’ His dedaiation, furthermore, that 
he has learned Pakistan by slices’ and must 
thciclore icconcile himsell ‘to the inevit¬ 
ability ol the iiiissmg bits', and to reflecting 
both ihc known and the not-known ‘in 
Iragnicnts ot biokeii minors’, is at once a 
dctciice vciy calls in the book, befoie the 
icadci has engaged with thegrcMter part of 
the narrative, against the anticipated 
eiiiieistn that thete is much missing itom this 
ludgmcni ol the last words’, as well as a 
positioning of the authoi which has both a 
toi mat and a jiolit k al mipoi I I he ecsntesscd 
Iragmentarines' ol ihe expenenee' precludes, 
lore ample the rtilist option because what 
realism niesumes it the very leasi is an 
integral expcricnei whu h includes more than 
mere slices I he nairaliMsation ni‘slices, 
III the loim of ‘li.igments ot broken mirrors’ 
(the c'eho liom Ihi Havre land heic is, I 
think, intentional) only refurbishes the 
author s prioi (lisnoatum toward modernism 
and poMmodciiiism i e views of the w/orfd 
which would scive lo further validate the 
ontological primaev ol the tiagment 
Rill tiic matter ot ihe 'missing bits’ is not 
so easily settli d purely as a problem beg 
ging toi a formal lesoluiioii I( is ai least 
aiguabit that no one cvei knows his eoun 
Irv whoU, regardless ol how much of one’s 
life IS 01 I* noi aetuallv lived within its 
borders that the ini.iginative apprehension 
ol lotalitv IS alway constructed on the basis 
ol those bits and slices of concrete ex 
perieme which eoiisiitutc ans individuals 
Ilk migrant or not that what eventually 
maifrs about anv cxpeneiut, left or nar 
rated, IS not its paitiality, because direct ex 
pcnence is alwass paitial, bul the quality of 
ihe pariiculai bus which constitute it and 
those otheis which remain outside the tell 
exjieiie'iiee and there tore outside one's im 
agin itive capacity a<' well it one has ‘known 
Pakistan lot a long time’ and yet because 
of eireumsianee, leained’ it only ‘by slices’, 
the question naluially arises hAic/i 'sliees' 
has one ehosi n lo ‘k arn’ > I or, it we do not 
ihoosi our own bits’ of reality, those 'bits’ 
shall then bt i.hosLn le>r us bv our class 
oiigin our jobs the eiieuitsof our tnend 
ships and desires our ways of spending oiii 
leisure time our literary predilections, our 
poliiieal atlili itions, oi lack of them There 
arc no neutral bits’ lot even of not 
knowing What Rushdie seems to know, 
trom the inside, bceau'e of his own class 
origin IS the liisiof \ of the corruptions ,ind 
criminalities of Pakistani rulers, about these 
be savs remaikablv tienehant things, and his 
desm lo disjoin himself tiom that histoiy 


moving The structure of this limited 
knowledge, circumscribed as it is within the 
experience of a decadent class to which he 
IS joined by origin but from which he himself 
feels wholly alienated, only confirms, 
however, the world-view implied in bis 
already-existing affiliations with modernism 
and postmodernism Neither the class from 
which Ihe Pakistani segment of his ex¬ 
perience IS derived, nor the ideological 
ensemble within which he has located hik 
own affihations admits, m any fundamental 
degree, the jxissibility of heroic action, bet¬ 
ween the strueluie of tell experience and the 
politico liteiary affiliation, thus, the circle 
IS closed What this excludes—^the missing 
bits’ to which he must ‘reconcile' himself—is 
the dailmess of lives lived under oppression, 
and the human bonding—of resistance, of 
decency, ot innumerable heroisms both of 
the ordinary and ihc extraordinary kinds— 
which makes it possible tor large numbers 
ol people 10 look each other in the eye, 
without guilt, with affection and solidarity 
and humour, and which makes life, even 
under oppression, endurable and frequently 
joyous or that other kind of life his fictions, 
right up to SataniL Venes, seem lo be I<>rgely 
Ignorant, what his imagination makes <>f tlK 
subsequent experiences we shall oniy find 
out from later work The infinite bleakness 
of Shame, its cage like quality, is rooted, in 
other words, in what it excludes as much as 
what It actually is comprised of 

III 

\ irtuallv everyone has noted, as Rushdie 
himsell has, that Shame, which is almost ex¬ 
clusively about Pakistan although a couple 
of episodes do lake place in India, is a much 
more severe and despairing book, more 
bleak and claustrophobic, than was Muf- 
nighi s C hildren The sense that Pakistan is 
a cage is already there, in Ihe opening 
episodes, where the Shakil sisters— the three 
mothers ot the 'peripheral hero', Omar 
Khayyam - art cloistered twice over fust by 
then lather, the patriarch of Ihe macabre 
mansion, with whose death the book begins, 
and then by themselves, alter then one 
hedonistic night m which their son is con¬ 
ceived And this sense of being trapped 
permeates the w I , book, right up to the 
iinal denouement where we find that even 
dictators cannot cross the ‘frontier’ and 
escape their cage In between, Biiquis is trap¬ 
ped m her ‘elite actressy manner’, her sen¬ 
timentality, her ‘horror ot movement’, her 
desire tor sons and yet her lack of sons, as 
well ax the erassness ol her husband’s am¬ 
bitions pieties and cruelties. Ram is trap¬ 
ped, likewise, in her own husband’s in- 
lidelities and the rise and fall oi his political 
eaieer, Suliva Zmobia—the heroine of the 
book, ‘Shame’ embodied—is trapped m her 
brain lever, her humiliation, and her volcanic 
urge in violcni e, her younger sister. Good 
Ne*ws Hyder, is a much less substantial be¬ 
ing but she too is trapped, first in her super- 
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flcWity nd then, despite the marriage of 
her choice, m the constant demand on her 
ferulily The younger sister kills herself, the 
older kills her tormentors, but the cage never 
quite becomes anything other than itseli 

We shall return to some ol these characters 
presently But we should first note the con 
irast with Midnight's Children, which had 
t een about India, the country of Rushdie’s 
uwn cherished childhood What had given 
to that earlier novel its narrative amplitude 
was the connection with autobiography— 
that baggage of memories that even a 
mi^ant, particularly a migrant, must carry 
Rakistan, by contrast, is a society Rushdie 
never knew in those golden years belorc the 
uprooting It IS not ‘teeming’ (Rushdie’s 
word for Indu, borrowed, sigiiificantly, irom 
Kipling) for him with stories, and with the 
plenitude of life, because, as he himscit puts 
It, he has learned it only in little slices, and 
because the connection of his own life with 
that land—the new, moth nibbled land ol 
God’, as he calls it- is so very tenuous It 
IS a country which he knows, beyond veiy 
personal affections, only as a polity, and 
primarily in the grotesqueries of its ruling 
class Within the limits of that knowledge, 
the rage that the book conveys is entirely 
well-founded The problem is that the ex 
periencc of a certain class— rather, a ruling 
elite— IS presented, in the rhetorical stance 
of the book, as the experience of a ’coun 
try’ Far from being about ‘the Last’ or even 
about ‘Pakistan’, the book is actually about 
a rather narrow social stiatum, so narrow 
in fact that Rushdie himscii can portray all 
the major characters in the book as belong 
ing to a singie family This plot-device of 
turning all the antagonists into relatives is 
a wonderful technical resolution for reflec 
ting the monopolistic structure of dictatorial 
powei and the very narrow social spectrum 
within which this power in Pakistan cir 
culates It also helps him bypass the easy 
liberal dichotomy between military villains 
and civilian innocents, they arc all of the 
same stripe The main difficulty arises not 
in his portrayal of this structure ol power 
and cruelty at the apex, this he accomplishes 
on the whole, superbly I he difficulty ai ises 
when this ferocious fable of the slate is elid 
ed, again and again, in his own recurrent 
rhetoric throughout the book, with a civil 
society which is declared to be co terminal 
with this state structure, equally deformed 
and irretrievably marked by its purported 
civilisation (Islam) and its genetic origin (the 
partition), niore catastrophically wounded 
than even what Naipau! makes out India to 
be in his i4 Wounded Cnilivilion The rulers 
and the ruled seem to be joined together, 
each mirroring the other, in a satanic 
compact 

Thus, the bulk of the narrative is focus 
ed on the careers, corruptions ribaldries and 
rivalries oi the two main protagonists in the 
political arena Reea Hyder, an army officer 
whose ongins and early career are quite dif 
ferent from Zia’s but who comes increasingly 
to resemble him, and Iskander (‘Iskv’) 


Harappa, who is modetted wi the personali¬ 
ty of Bhutto, the former prime mimster The 
problem, even here, is that those parts of the 
book which attempt to create rictional 
equivalents of the literal facts of recent 
Pakistani history tend too much toward 
parody, many of the other parts tend too 
much toward burlesque Both the parodv 
and the burlesque arc at times delicious, in 
ventive, hilarious, but in recreating the 
major strands of contemporary history m 
the form of a spoof, and then mixing up this 
spoof with all kinds ol spooks anecdotes 
whose symbolic value is sometimes unclcai 
and often excessive, Rushdie has given us a 
I aughtcr which laughs, unfortunately, much 
too often The fictional equivalents ol 
Bhutto and /la arc such perfect, buffoon 
like caricatures, and the many nariative lines 
ol the political parable aie woven so much 
around their ineptitude, their vacuity their 
peisonal insecurities and one-upmanships 
their sexual obsessions, the absurdities ol 
then ambitions and their ends, that emc is 
in dangei of forgetting that Bhutto and /i i 
were in reality no buffoons, but highly 
capable and cak.ulatmg men, whose irueltii s 
were entirely methodical It is this tendency 
to eithci completely individualise the moral 
failures of a ruling class (Bhutto, or /la or 
whoever, is a bad character) or to spread 
them far too widely through society at large 
(the countiy was mode wrong, what else do 
you exjjcct'), which gives to Rushdie s 
Laughter, so salutary in some respects the 
ambience, finally, of the modem cartoon 
It IS on this narrative line, and on the 
ihematics gathered aiound it, that most 
readings of Shame have concentrated And, 
with reason If the book is to be located in 
the counter canon of ‘Thud World litcia 
ture’, if It IS to be read essentially ay a 
document of post colomalitv, a myth of the 
‘nation’, a critique of diciatoiship a tic 
tioiialised biogiaphy of the Pakistani stale 
a dissent from the politics of partition and 
of Islamism, then, surely, that nariativc, and 
all other nairativc lines converging on that 
mam one, should iightlv be the point oi 
locus Who on (he left -and not only on the 
left could dissent from the abuse heaped 
on <hc likes oi /la etc’’ Wc can take inlimlc 
pleasure in the inventiveness and eloquence 
ol the denunciations which aie because ol 
ihcir justness our ossn, because we ate 
aliiadv preoccupied with the twin myths ol 
the 1 hird World’ and the ‘nation’, tar too 
many of us art willing to set aside all soris 
of tilings that the book says about women, 
minorities, stryanis, aiyd others who arc not 
ol the lulmg class And, it is the pleasure 
of those wide ranging denunciations which 
makes it possible, for IheSevi York lime<, 
let us say to lift the book out ol its 
immediate iocaiinn and compare Rushdie , 
achievement in Shame, in one bicath as it 
were, with Sterne, Swift, Kafka, Marque/ 
Gunter Cirass What this particular angle on 
the book—the primary emphasis on (he 
representation of the ‘Thi'd World’ and the 
condition of postcolomalitv on the one 


hand: the ttadition of the grotesque on the 
other—does, however, is that it reads the 
book back from the author's own declara¬ 
tions and foregroundings, according to eti¬ 
quettes stipulated critics and theorists of 
‘Third World literature’ There is, thus, a 
certain complicity ot a shared starting-point 
between the author and his critics, generated 
very latgelv b, ‘he very conditions in which 
the idea of a ‘Third World literature’ has 
arisen and which I have tried to specify 
elsewhere ' I his complicity inhibits, then, 
other sous of stalling points the issue, m 
the midst ot all the political claims that go 
back and forth between authors and critics, 
ol Rushdii^s own politics and alliliaiions for 
example, or his representation of women and 
the related issue ot a possible misogvny, or 
the aesthetic of despair that ensues both 
fioni his over valorisation of unbclonging 
(‘(lodting upward’) and his own location 
vMihin the modernist traji clones, early and 
late which arc moic than merely formal 
I hese other lyyues arc what I want to briefly 
addicss but I am concerned here mainly 
with his repicseniation ol women, for tour 
te.isons that women occupy so laigi a por 
tioii of aft the narratives in the book, that 
Rushdie has liimscif drawn attention to this 
fact in iiumcious intciMc'ws, congratulating 
himself lor these reprcscnialions that the 
issue ol misogvny is a cental issu in any sort 
of ojipositumdl jJoiitKs, ,ind that the absence 
ot any substantial malt ligiires from among 
llie oppressed and oppositional strata in this 
book -the absence lor example, of the male 
sections ol workers and peasants, political 
militants, the patriotic mtcTligentsia - is so 
complete that if is only by analysing his 
representation of women that wc can obtain 
any clue as to what his imaginative relation 
with all such strata might in tact be In other 
words Rushdie has so olti n dcclarcxl himself 
a socialist ol sorts that it is both legitimate 
and necessary to sa what this book might 
look like if we were to lead it tioin the stand 
point ot no not scKiahsm simply some 
determinate energies ot an emancipatory 
project 1 c, not only m its representation oi 
rulers but al'o in its representations ol the 
oppressed 

I his IS by no means an uncomplicated 
undertaking, foi Rushdie is not in the wav 
Oiwell diwayy was, a misogynist, plain and 
simple I ivmg in the contemporary milieu 
of the British left, he has not remained 
untouched by feminism itsetf, at least in a 
cerebral sort of wav, and he is clearly aware, 
and quite capable ot effective nairativisa 
lion, of many kinds ot women’s oppression 
in oui societies The complication is of a dif¬ 
ferent order, and politically far more 
devastating than mere lack of sympathy It 
IS only iltei taking into account that struc¬ 
ture ol ympathy and the kind ot politics 
m which It IS embedded that one can pro- 
cc*cd to examine the more central issues m 
his representation ot women and then to 
relate those issues back to the generality of 
his political positions 

I bus, alongside the stories of Isky and 
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Reza, which together coimHute the main 
nanalive frame, era the tribulations of their 
wives, Bilquis and Rani. These portraits are 
drawn far more sympmhetically than are the 
portraiu of thdr husbands, and some of the 
most moving episodes in the book are 
associated with these women: the episode, 
fbr example, of the Hre at the time of the 
partition which bums away ‘the brocades of 
continuity and the eyebrows of belonging’ 
from Bilquis' vulnerable female body, while 
she is left with nothing save the ‘dopatta of 
honour’ in which she wraps herself as an 
only refuge; and the other episode, toward 
the end of the book, when Rani, sequestered 
once more on her rural estate, takes stock 
of her life, and embroiders 18 shawls on 
which she traces, in intricate representational 
design, the debaucheries and cruelties of her 
husband’s full career. Equally powerful are 
those last images of Bilquis, whose adult life 
started with forced, fire-propelled nakedness, 
shrouding herself at the end, an aged woman 
with defeated dreams, in black veils, so as 
to make permanent the distance between 
herself and the male-dominated world in 
which she has been caged all her life. 
Similarly, the episode in which Good News 
Hyder hangs herself in order to escape the 
constant, mad demand upon hei procreativi¬ 
ty is a moving episode, and it corresponds 
to very real horrors in our society. Even the 
initial conception of Sufiya Zinobia as one 
who is struggling to let the Beast out of the 
Sleeping Beauty is itself in the best tradition 
of grotesque rcali.sm. These are all power¬ 
ful images. Both Bilquis and Ram are, 
however, when all is said and done, and quite 
aside from the insult and neglect they suf- 
ler at the hands oi their husbands, paltry, 
shallow creatures themselves, capable of 
nothing but chirpy gossip (in ‘the elite 
actressy manner’), or inertia or, at best, a 
tawdry aflair with the owner of the local 
movie-house. They are not even remotely as 
evil as their husbands, and while Bilquis goes 
increasingly to pieces. Ram at least, in em¬ 
broidering her shawls, manages to maintain 
a sort of dignity. Even hers is the dignity of 
resignation, however. In general, moreover, 
what we find is a gallery of women who are 
either frigid and de-seruialised (Arjumand, 
the virgin ironpants), or demented and 
moronic (the 20-odd years of Zinobia’s 
childhood), or dulled into nullity (Farah), 
or driven to despair (Rani, Bilquis), suicide 
(Good News Hyder), and sheer surreal in¬ 
coherence and loss of individual identity (the 
Shakil sisters). Throughout, every woman, 
without exception, is represented through a 
syitem of imageries which is .sexually over¬ 
determined; the frustration of erotic need, 
which drives some to frenzy and others to 
nullity, appears to be in every case, the cen¬ 
tral fact of a woman’s existence. What we 
have, then, is a real disjuncture between par¬ 
ticular episodes which can delineate quite 
vivid sympathies for the respective female 
characters on the one hand, and, on the 
other, a generalised structure of representa¬ 
tion in which each of those same characters 


Economic and Ptditical Weekly June IS, 


turns out to be at least dislUeabie, frequently 
repugnant. 

IV 

Tlie crux of the matter, however, is the 
characterisation of Sufiya Zinobia, the girl 
who was supposed to have been a boy, the 
‘miracle which went wrong’, the demented 
child who was born blushing, and who is 
Shame personified. She is the one who pro¬ 
vides the link between the stark title of the 
book and its many disjointed, sprawling nar¬ 
ratives, and who is at the centre of that 
marriage between shame and shamelessness 
which, the author tells us over and over 
again, breeds the all-enveloping violence; she 
blushes, we are told, not merely for herself 
but also, more consistently, for the world at 
large In a world of utter evil, where 
everything that happens should evoke shame 
but where everyone is entirely shameless, 
Sufiya Zinobia, this Shame personified, is 
no mere character; she is presented from the 
outset as the very embodiment of the prin¬ 
ciple of redemption, if redemption in this 
altogether unheroic, unscrupulous world i.s 
at all possible. 

Initially, of course, her blushes begin at 
birth, for the simple reason that she, like all 
babies, was expected to be a boy. This un¬ 
ending shame which begins at birth and 
hounds all her days on earth might well have 
been, in a different sort of trajectory, an ap¬ 
propriate metaphor for the way a sense of 
fundamental female inadequacy, and .shame 
as a specifically female attribute, are sought 
to be gencratoJ in the social processes of 
gendering. But then two things happen. One 
is that she gets ill, contracting brain fever, 
and thus becomes permanently retarded, 
developing the brain of a six-year old at age 
19. Now, the problem with this metaphor of 
mental illness is that the pressures and pro¬ 
cesses of gendering, which are social and 
historical in character, and which impose 
upon great many women the possibility of 
deformation and incapacity, but which are 
open to resistance and reversal by women’s 
own actions, are given to us in the form of 
a physiological insufficiency on her part, 
and the novel therefore becomes incapable 
of communicating to us, in whatever grotes¬ 
que forms, the process whereby a woman’s 
intellectual and emotional abilities may be 
sapped, ot regained, ^ may be charitable 
and not recount here all the ways in which 
the fiction of women’s physiological in¬ 
sufficiency has been mobilised in the past 
and present histories of gender politics. At 
the very least, however, this shift from the 
social to the physiological forecloses the 
possibility that the person in question can 
regain the control of her body, let alone her 
brain, through her own initiative; reversals 
of such conditions are rare, and they require 
the agency not so much of the patient as of 
doctors and hospitals. That Bilquis, hei 
mother, would henceforth be ashamed of the 
child because the child is a moron, or that 
Sufiya herself would become an object of 


medical interventimu, or even that her mar¬ 
riage would remain sexually - unconsum¬ 
mated. begins to make a certain sort of sense 
within the available social arrangements; we 
may now preach greater liberality of attitude 
toward such hapless creatures, but the essen¬ 
tial social situation remains intractable and 
the novel simply fails to recover from this 
eliding of the social into the physiological. 

In the course of the novel, moreover, 
Sufiya’s shame comes to refer less and less 
to herself (her femaleness; her mental retar¬ 
dation) or to her family (which is ashamed 
of her on both counts, femaieness and retar¬ 
dation) and gets focused increasingly at the 
world as Sufiya Ends it; she becomes, almost 
literally, the conscience of a shameless 
world—a principle of honour, so to speak. 
This too is somewhat problematic, in the 
sense that when the complex moral obliga¬ 
tions of a social conscience are reduced to 
the limiting emotiveness of mere shame, and 
when this shamed conscience is deposited 
with one who is physiologically incapable of 
intellection and sustained responsible con¬ 
duct, the author pteciudes, by virtue of the 
very terms that he has established, the 
possibility that this conscience would be 
capable of grappling with needs of social 
regeneration, or even with the sort of decen¬ 
cy and daily heroism that countless ordinary 
people are quite capable of. Rushdie says 
over and over again, within the novel as well 
as in the interviews which have followed, that 
the encounter of shamelessness with shame 
can only produce violence. Precisely! But 
violence is not in itself capable of regenera¬ 
tion, and it is doubtful, Fanon notwithstan¬ 
ding, that violence is intrinsically even a 
cleansing virtue. In other words, the very 
dialectic—of shamelessness and shame, and 
their condensation in eruptions of violence 
—which governs the conc^tual framework 
of the novel is fundamentally flawed and the 
symbolic values which Rushdie assigns to 
Sufiya Zinobia .simply exceed the terms 
within which he has fashioned her own acis- 
tence The double punning in her name- 
on the word ‘Sufi’ and on the name of 
Zainub, the grand daughter of the prophet 
ot Islam who is quite central to sever^ of 
the popular stiands derived from Sufic 
Islam—i.s, in context excessive and merely 
prankish. 

This becomes clear as soon as one recalls 
the stages in the escalation of her violencei 
The governing metaphor for these escala¬ 
tions—the Beast emerging from inside the 
Beauty, while the Beauty herself is anything 
but beautiful in any conventional sense-r-is 
again superbly within the tradition of the 
grotesque, and the political idea which is in¬ 
scribed within this metaphor-i e, a 
woman’s inherent right to be not a doll but 
a fighter-is equally powerful. Ontfs sense 
of unease in all this comes, however, from 
the irrational and spurious manner in which 
her violences accumulate and what she 
herself becomes (a destroyer of men, fields, 
animals; a four-legged beast herself) before 
she reaches her object, namely, the murder 
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df Her Husband, tbe 'perifHwnt hero', Omar 
Kht^yam Shakil. The first such eruption 
comes at the age of 12 when she goes out 
and kills 218 turkeys with a certain orgiastic 
relish in her unfocused violence; “Sufiya 
Zinobia had torn off their heads and then 
reached down into their bodies to draw their 
guts up their necks”. The explanation for it 
is of course simple enough; “twelve years of 
ui’loved humiliation take their toll, even on 
an idiot” (p 149). And the next eruption is, 
from’the authorial standpoint, equally in¬ 
nocent; on the day of her sister’s marriage 
she tries to do to her brother-in-law what she 
bad previously done to (he turkeys, but she 
manages only to twist his neck permanent¬ 
ly out of shape, thus putting an end to his 
polo-playing career. The explanation is again 
quite simple; ‘a pouring into her too-sensitive 
spirit of the great abundance of shame’ at 
the circumstances, presumably, in which the 
marriage was taking place (p 186). An in¬ 
stance of desolation m one case, a sense of 
honour in the other! But then comes 
something far more monumental. By then, 
more years have passed and she has manied 
Shakil who is forbidden to sleep with her 
and sleeps with Shahbanou, her .servant, in¬ 
stead. She rightfully begins to wonder about 
sex, children, the meaning of marriage itself, 
and Shakil’s treachery; she has, at this point, 
the brain of a six-year old! One day, out of 
frustration and anger it .seems, she walks out 
of the house, picks up four men, has sexual 
intercourse with them, kills them, and comes 
home with semen and blood on her veils. 
The central passage in this whole eprsode is 
worth quoting; 

Shame walks the streets of night In the .slums 
four youths are transfixed by those appal¬ 
ling eyes, whose deadly yellow fire blows like 
a wind through the latticework of the veil. 
They follow her to the rubbish-dump of 
doom, rats to her piper, automata dancing 
in the all-consuming light from the black- 
veiled eyes. Down she lies; and whai 
Shahbanou took upon herself is finally done 
to Sufiya. Four hasbands come and go. Four 
of them in and out, and then her hands reach 
for the first boy's neck. The others standstill 
and wait their turn. And heads hurled high, 
sinking into the scattered clouds; nobody saw 
them fall. She rises, goes home. And sleeps; 
the Beast subsides (p 242). 

She becomes, in this passage then, the oldest 
of the misogynist myths; the virgin who is 
really a vampire, the irresistible temptress 
who seduces men in order to kill them, not 
an object of male manipulation but a 
devourer of hapless men. And in thus 
discovering her ‘true’ self, she becomes the 
opposite not only of that other daughter in 
the book, Arjumand, the sexless 'viigin iron- 
pants’ (Rushdie’s version of Benazir Bhut¬ 
to), but also the opposite of the Muslim male 
who, in some interpretations of the Islainic 
shari'a, is allowed four wives; what she docs 
to ha ‘four husbands’ is of course somewhat 
more extreme, perhaps because the 
backwardness of her mind is more than mat¬ 
ched by the enormity ot her sexual appetite 
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as well as her maievt^eiUK. 

She comes home and steeps, but it is olily 
a matter of time, obviously, before she. 
escapes again, this time for good, 'because 
once a cai nivore has tasted blood you can’t 
fool it with vegetables any mote’ and because 
'the violence which had been born of 
shame... now lived its own life beneath her 
skin’ (p 268). And she does escape, but ‘what 
now roamed free in the unsuspecting air was 
not Sufiya Zinobia Shakil at all, but 
something more like a principle... a human 
guillotine... ripping off men’s heads’ 
(268-70). Soon enough, she cea.scs u> be 
human even in a literal sense and becomes, 
of all things, ‘a white panther’ with a ‘black 
head, pale hairless body, awkward gait’; 
‘stories about her... had b^un to come from 
all over the country’ (p 280). And her 
achievements: 

Murders of animals and men, villages raid¬ 
ed in the dark, dead children, slaughtered 
flocks, blood-curdling howls (p 280)... The 
killings continued; farmers, pie-dogs, goats. 
The murders formed a death-ring round the 
house; they had reached the outskirts of the 
two cities, new capital and old town. Murders 
without rhyme Or reason, done, it seemed, 
for the love of killing, or to satisfy some 
hideous need (p 287). 

What ihe author takes to be the meaning of 
all this dawns, improbably enough, upon 
Omar Khayyam Shakil, her husband who 
was also her doctor and who had been until 
then nothing but shamelessness personified: 
For the first lime in her Iife...th8i girl is free. 
He imagined her proud; proud of her 
strength, proud of the violence that was mak¬ 
ing her a legend, ihat prohibited anyone from 
telling hei whai to da or whom to be, oi 
what she should have been and was not; yes 
she had risen above everything (p 281). 
This is of course Rushdie himself speaking; 
there is nothing in Shakil’s character to sug¬ 
gest that tic is capable of such an act of im¬ 
aginative understanding. Yet, there is 
something profoundly unsettling about this 
idea of a ‘freedom’ which resides in rising 
‘above everything’ (earlier in the book, we 
have already encountered the idea of 
‘floating upward’) and hence being able to 
commit limitless, senseless violence. And if 
this is indeed what Sufiya Zinobia has 
become then it is very difficult, baausc of 
the moral perplexity, for a reader to sym¬ 
pathise with her in that last episode of the 
book where she finally manages to kill Omar 
Khayyam Shakil himseif. By then, it is no 
longer a confrontation between shameless¬ 
ness and shame but, rather, between a man 
who IS of course clearly a moral cripple, and 
a woman who has become, not in ihe 
metaphorical bin in the most literal sense, 
a beast. 

'I his portrayal ol Sufiya Zinobia, combin¬ 
ed with that ot Bilquis and Rani which we 
have discussed eailier and that of Arjumand 
(‘virgin ironpanis’) which we have not had 
Ihe opportunity to discuss at any length, 
raises a fundamental question about 
Rushdie’s view of the world in gencial and 


of woraeti in paMci^n CMiriddrii^ tiitf 
Rushdie himseif has in his interviews 
proudly stressed the importance of women 
in Shame, as well as his own conception of 
Sufia as a principle of honour and redemp¬ 
tion, he seems to have fashioned a macabre 
caricature of what female resistance to 
cruelties mighi b; the woman herself 
become.s, in ih:-. version, a rapist. For, .so 
wedded is Rushdie’s imagination to im¬ 
ageries of wholesale degradation and 
unrelieved social wreckage, so little able is 
he to conceive of a real possibility of 
regenerative projects on part of the people 
who actually exist within our contemporary 
social reality, that even when he attempts, 
toward the end of the novel, to open up a 
regenerative possibility, in the form of 
Sufiya’s flight—and also her return, as 
nemesis and all-devouring fury—the powers 
which he, as author, bestows upon her in the 
moment of her triumph arc powers only of 
destruction. It is indicative of the temper of 
the whole novel that even her innocence, up 
to the point where she remains innocent of 
the social corruptions of Rushdie's imagined 
world, is the innocence merely of the mad 
and the mentally retarded; she is doubtless 
the onniy one who finally obtains the energy 
to oppose and win, but this energy is itself 
rooted—literally, the novel tells us—in brain 
fever. Her power is, moreover, not only 
purely destructive but also bhnd; even before 
she takes her revenge upon her tormentors, 
she has been on the prowl, we are 'old, 
through all the nooks and corners of the 
country, eating up animals and men, 
destroying fields, creating terror. This kind 
of image, which romanticises violence as 
self-redemption, has of course no potential 
for portraying regenerative processes; it is 
linked up, further, in a most disagreeable 
manner, with imperialist and misogynistic 
myths; the image of freedom-fighter as idioi- 
terrorist; the image of a free—or freedom- 
seeking—woman as vampire, amazon, man- 
eating shrew. 

What the characterisation of Sufiya 
Zinobia illustrates once again is the limiting, 
even misogynistic nature of the typologies 
within which Rushdie encloses the whole 
range of women's experience. As 1 pointed 
out earlier, there are several episodes in 
Shame where a sense of the oppression ol 
women is obvious enough; in one kind of 
response one may now pity the victims of 
this oppression, much in the manner of the 
liberal bourgeoisie which always pities the 
poor. It IS also possible to concede within 
some limil.s as regards the general structure 
of his representation of women, that in real 
life many women have doubtless been driven 
to madness, violence, phobia, dementia. But 
women are not, in any fundamental sense, 
mere vict'ms of history; much more central¬ 
ly, women have survived against very heavy 
odds, and they have produced history. 
Madness, sexual frenzy, nullity of being, 
fevers of the brain, have been, by and large, 
very uncommon; the vast majority of 
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vdve {and not only w*p^uetive) labour, 
and, like those men who also do productive 
work, they have retained with society and 
history a relation essentially imaginative, 
visionary, communal, and re-generative. 
Erotic need has been, for women as for men, 
often important, but only in rare cases is it 
the lone desire; outside loves and solidarities 
of other kinds; work, in any case, has been 
for the great majority far more central; 
women are not, any more than men are, mere 
eroticised bodies. So. there, is something 
fundamentally awry about a system of 
imageries which over-valorises, when it 
comes to describing women, the zones of the 
erotic, the irrational, the demented, and the 
demonic There is something fatally wrong, 
that is to say, about a novel in which virtually 
every woman is to be pitied, most to be 
laughed at, some to be feared at least some 
of the time; but none who may be under¬ 
stood in relation to those fundamental pro¬ 
jects of survival and overcoming which are 
none other than the production of history 
itself. Satirising the masters is one thing, but 
it is a different matter altogether to give such 
chilling portraits—on/y chilling portraits— 
of women, in terms so very close to the 
dominant stereotypes, 

Rushdie’s inability to include integral 
regenerative possibilities within the grotes¬ 
que woild of his imaginative creation 
represents, I believe, a conceptual flaw of a 
fundamental kind. He speaks, again and 
again in the book, of a ’country*; but what 
he gives us is a portrait, by and large, of the 
cruel and claustrophobic world of its ruling 
class That world he seems to know very 
well, but to think of the portrait of rulers 
as a portrait of the ’country’ itself is an aror, 
1 think, not only of politics, narrowly con¬ 
ceived, but also of the social imagination. 
Hence the remarkable fact that while 
Rushdie talks constantly of politics, all the 
political acts represented within the matrix 
of the novel arc demagogic, opportunistic, 
self-serving, cruel, or at least petty. {\>litics 
is mo.stly farce, sometimes tragedy, but it 
never is capable of producing resistance to 
oppression, solidarity and integrity in 
human conduct, or any sort of human com¬ 
munity; for all its marvellous humour, 
Rushdie’s imagined world is in its loveless¬ 
ness almost Orwellian. And that, too, fits. 
If the political vision of youi imagined world 
'does not include those who resist, or love, 
or act with any degree of integrity or 
courage, then you w///conclude, as Rushdie 
does, in the ‘worst tale in history’ which 
comes in the final pages of the book, that 
it is a country in which brother has been 
betraying brother for generations! Now, 
Pakistan’s history is of course replete with 
betrayals, as is India’s, but it is this idea of 
the permanence and pervasiveness of 
betrayal—the Orwellian idea, in other words, 
that human beings always betray one 
another—which gives to this book its quite 
extraordinary quality of lovelcssness. For an 
equally bleak vision of human potentiality, 


pile would have to ge« I id iS94 or 
to NalpauPs A Bend In the River. There is, 
1 believe, a connection between this view of 
the world and Rushdie's way of rquesenting 
women. This issue of the representation of 
women, i have argued, is important both 
because the issue of misogyny i.s always 
central to any kind of oppositional project 
and also because, in the absence of other 
kinds of represenutions of any other op¬ 
pressed strata, the representation of women 
who are there in the book gives us crucial 
clues as to the general structure of his im¬ 
aginative sympathies. Two points here are, 
1 think, worth making. One is that any 
representation of women, whether m fiction 
or in life, has to do, surely, with gender rela¬ 
tions, but also with more than gender rela¬ 
tions; it is almost always indicative of a 
much larger structure of feeling and a much 
more complex political grid. What 1 have 
attempted, in other words, is not a sufficient 
reading of the book but a symptomatic 
reading: the concentration on a symptom 
which is itself vividly central but one which 
may also, in the same sweep, give us some 
understanding of the structure as a whole. 
Second, politics appears to me to be a mat¬ 
ter not so much of opposition as of solida¬ 
rity; it is always much less problematic to 
denounce dictators and to affirm, instead, 
a generality of values, let us say ’the 
enlightenment’, as Rushdie does toward the 
end of Shame—OT ‘liberty’ or whatever— 
but always much harder t.o affiliate oneself 
with specific kinds of praxis, conceived not 
m terms of values which serve as a. judgment 
on history but as a solidarity with com¬ 
munities of individuals, simultaneously 
flawed and heroic, who act within that 
history, from determinate social and political 
positions. 

V 

Quite aside from othei sorts of choices 
Rushdie might or might not have made, that 
kind of politics is precluded for him by the 
very (post)modernist location he chooses for 
himself and by the extent to which he 
valorises the experience of ‘migrancy’ and 
unbelonging. This is clear enough in Shame 
but is even more visible in more direct, non- 
fictional kinds of writing. To illustrate this 
point, I want to look briefly at two pieces 
of his which I have selected quite arbitrari¬ 
ly: his brief essay on Gunter Grass {Granta, 
no 15), and his succinct, delightful commen¬ 
tary, ‘Outside The Whale* in American Film, 
on the recent deluge of movies about the 
British raj. My choice is arbitrary in the 
sense that these are neither more nor less 
representative than several other of hi.s 
pieces; I chose them because they came soon 
after Shame and because they are short, in 
some other ways delightfully inventive, and 
theieforc disturbing for their rather flip 
postmodernist ambience. 

The essay on Grass, !.>r example, begins; 

In the summer o! when the West 

was— perhaps tor the last lime—in the clut¬ 
ches of the opimiisni disease, when the 


made its young people bdieve that they 
would overcome some day, when unemploy¬ 
ment was an irrelevance and the future still 
existed, and when I was twenty years old, I 
bought from a bookshop in Cambridge a 
paperback cot^ of Ralph Manheim’s English 
translation of The Tin Drum. In those days 
everybody had better things to do than read. 
There was the music and there were the 
movies and there was also, don’t forget, the 
world to change. Like many of my contem¬ 
poraries 1 spent my student days under the 
spell of Bunuel, Godard, Ray, Wajda, Welles, 
Bergman, Kurosawa, Jancso., Antonioni, 
Dylan. Lennon, Jagger, Laing, Marcuse, and, 
inevitably, the two-headed fellow known to 
Grass readers as Marxengels... And my 
passports, the works that gave me the per¬ 
mits 1 needed, were The Film Sense by St^ei 
Eiscmstein, the 'Crow' poems of Ted Hughes, 
Borges' Fictions, .Stern's TUstam Shandy, 
Ionesco’s play Rhinoceros—and, that sum¬ 
mer of I%7, The Tin Drum. 

I have quoted the last two sentences in the 
passage above (“Like many of my contem¬ 
poraries..” onwards) simply to convey a sense 
of the kind of influences and cultural 
milieux which have gone into making the 
type of imagination which Rushdie has. 
Here, though, I am much more interested in 
the opening statements. The tone is olwi. ius- 
ly satiric, even sardonic, and the follies listed 
here are of course not his own but, we are 
told, the West’s. The tone of mockery is 
designed, meanwhile, to de-stabilise the 
meaning of (he passage itself. Despite this 
straiegem, however, one can detect the 
tendency to repeat, almost unthinkingly, the 
commonplaces and even inaccuracies of the 
metropolis’ high culture. It is doubtful for 
example, that something called ‘the West’ 
was, in the summer of 1967, ‘in the clutches 
of optimism'; thai was the year of the Tet 
offensive, and at least a part of 'the West’ 
American imperialism for example, was not 
at ail ‘optimistic’. It is equally doubtful that 
'optimism'—the idea that 'the future still 
exists’, the hope that we 'would overcome 
some day’, the conviction that 'there is a 
world to change—is as such a ‘diseast^ (a 
‘microscopic, invisible bacillus’, we are 
playfully told). To he amused, in retrospect, 
at the youthfulness of one’s own youth is one 
thing; bill to learn trom maturity that a 
visionary relation with reality is itself folly, 
that literature is an antidote to such follies, 
ts to participate, at least unwittingly, in 
piccisely the kind of quietism which Rushdie 
himself seems to formally reject, in other 
parts of this brief essay and in many other 
of his writings. 

Despair is now, in this age of late 
capitalism and the aftermath of high moder¬ 
nism, so constitutive a part of the contem¬ 
porary bourgeois culture, and it is combin¬ 
ed so casually with so many sorts of private 
pleasures, that one forgets, when one comes 
upon such formulations (‘no future* and all 
that), how bleak a vision of human possibili¬ 
ty this type of thinking signifies. And, it is 
perhaps because of his discomfort with such 
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Heuncn that Rushdie ends the essay, ror- 
mally, on the word ‘hope*. But before we get 
to that formal ending, we see some other 
characteristic ways in which Rushdie par¬ 
ticipates in that cultural ambience. For ex¬ 
ample, he first speaks of Grass and of 
himself as ‘migrants’, in the literal sense of 
the word, as individuals who were born in 
one society and have migrated to another; 
on this score; he says some very perceptive 
things. But then he goes on to extend the 
meaning of ‘migration’ to a universal on¬ 
tological plain; ‘we are all migrants’, he says, 
in the sense that ‘we all cross frontiers’. That 
too is true, though in a very banal sort of 
way. ‘The problem, however, comes when, 
havmg defined ‘migration’ as a metdphor for 
the human condition as such, he goes on to 
say that a migrant ts ‘a metaphorical being’ 
and that ‘the migrant intellect roots itself in 
itseir because it understands ‘the artificial 
nature of reality’. Now, if a migrant is a 
metaphorical being, and if ‘we are all 
migrants’, then, obviously, we are all 
‘metaphorical beings’; and reality itself is 
‘artificial’ then not only in the sense that 
much of it is made by us but also in the 
much more idealistic and modernist sense 
that life does not exist outside its metaphors; 
and if reality is only ‘artificial’ (‘artefact* is 
another woid Rushdie uses in this context), 
then, obviously, the writer’s intellect has no 
choice but to ‘root itself in itself; the tie bet¬ 
ween social despair, a literal loss of reality, 
and narcissism is now complete. Within 
these ideological predicates, what kind of 
‘hope^ does one sp^ of, when one does end 
one’s essay on that word? Here, to<^ 
Rushdie’s own words, in the two sentences 
which precede the sentence of ‘hopc^, are 
significant: 

The comporition of elegies is indeed one of 
the proper responses for a writer to make 
when the night is drawing in. But outside his 
fiction, in his political activities and writings, 
Grass is making a second, and equally pro¬ 
per' response. What this work says w: we 
aren’t dead yet. 

The presumption is that ‘the night is draw¬ 
ing in’: again, there is no future. So far as 
the writing of fiction is concerned, therefore, 
one writes ‘elegies’. Resistance, such as it is, 
belongs to other realms; political activities 
and directly political writings. In other 
words, art can only be an art of despair; 
whatever else one does, one does elsewhere. 
But in that other realm too, all one can say 
is ‘we aren’t dead yef. The presumption 
again is that the apocalypse, the demonic 
end of the world, is at hand; we shall soon 
all be dead, and our laughter, if it is laughtei 
at all, is the laughter of the day before the 
world ends. One acts, in other words, not 
because one hopes to change anything but 
because one is condemned, by existential 
necessity, to act; we ve back to Beckett’s 
formula—“I cannot go on... I’ll go on”— 
which Rushdie himself quotes most approv¬ 
ingly in his other essay, ‘Outside the Whal^. 

I do not have the space here to offer a 
detailed reading of that odd essay—odd in 


FORM II-A 

Form of general n<»ice to be given to the members of the public before making an 
applieaiion to the Central Guiernment under sub-section (2) «>f .Section 22 of the 
Monopolies and Restrictive Thidc Practices Act, 1969 

NOTICE 

It IS hereby noufled for the information of the public that I'OltBES KIRBES CAMPBELL 
& CO LTD , BOMBAY proposes to make an application to the Central Government 
in the Oepartment of Company Affairs, New Delhi, under the sub-section (2) of 
Section 22 of the Monopolies and Restrictive Ihide Practices Aa, 1969, for approval 
to the esablishment of a new undeitaking/unltAlivision Brief particulars of the 
proposal arc as under 


1 Name and addtc.ss ol the 
applicant 

2 (.apiud Structure of the applicant 
ofganisation 

Authorised Capital 

Issued. Subscribed and Paid-up 

Capital 

^ Management structure of the 
applicant utganisation indicating 
the names of Directors includii^ 
ManagingfWhulctimc Directors and 
Manager, if any 


4 Indicate whether the proposal 
relates to the establishment ot a 
new undertaking or a new 
untt/divisiun 


5 liKation ot the new undertaking 
or a new unitAlivision 

6 Capital struaure of the proposed 
undertaking 

7 In ca.se the propo.sal relates 

to the production, ,sto»ge, supply, 
distnbution, marketing or tomrol 
oi any gotids/articlcs. indicate 

(i) Name of goods^riiclcs 

(ii) Proposed licensed capacity 
( 111 ) Estimated annual turnover 

8 In ca.se the proposal relates 

to the provision of any service, 
state the volume ol activity in 
terms oi usual measures such as 
value, income, turnover, etc 

9 C osi of Profcct 

10 .Scheme of Finance including 
the amounts to be raised from 
each source 


FORBES FORBES CAMPBELl & CO LTD 
Forbes Building, Charanfit Rai Maig, 
Fort, Bombay 400 001. 

Equity Unclassified 

Rs~ Rs. 

484.00,000 10.00.000 

424,96,420 — 

Dr F A Mehta — Chairman & 

Managing Director 
Mr N A Soonawala — Vice Chairman 
Mr DJ Madan 
Mr K.S Gaekwar 
Mr OB Faiginecr 
Mr Akbar Hydari 
Mr (•urcharan Das 
Mr ns Paiekh 

Mr D N Poonegar — Joint Managing 
Diiecior 

Mr DS Soman 

The propcKsal docs not relate to the 
establishment of a new undertaking or 
a new unitAlivision However, it relates 
to the marketing ol new produas viz 
variety of Hand Ttxils, < uiting Ibols 
etc required lor Engineering Industry 
N<u Applicable 

llicrc will be no change in the capital 
structure 


( Marketing of new products viz variety 
of Hand Ibols, Cutting Ibols etc 
required for Engineering Industry 

Rs 2 Croies 
Not applicable 


N I L 

Not Applicable 


Any person inteiested in the matter may make a representation in quadruplicate to 
the .Sw'teuiy. Department of Company Affairs, Government of India, Sbastri Bhavan, 
New Delhi, within 14 days Irom the dare of publi' ation of this Notice, intiinating 
his views on the proposal and indicating the nature of his imeresi therein 

For FORBES FORBES CAMPBEU & CO. LTD 
CT GHADIALI 

Dated this I2ih June 1991 SECRETARY 


1470 


Economic and Political IMddy June 15.1991 




tiw sane that it it so wry good in so many 
ways and yet, in the last instance, so pro¬ 
foundly marred by Rushdie’s aesthetic of 
despair One of the oddest things about the 
essay is that after developing a superb criti¬ 
que ot Orwell, particularly of the essay from 
which Rushdie himself took his title, and 
after rejecting the political quietism which 
Orwell recommends in that essay, Rushdie 
goes on to display not only the same kind 
of sensibility we find in his Grass essay but 
also his peculiar ability, which he seems to 
share with Orwell, to enunciate altogether 
antithetic ideas in one breath Thus, one is 
hard put to know just where he stands intel¬ 
lectually when he says, lor example, in con 
secutive sentences of a single paragraph, that 
'wc are all irradiated by history, we arc 
radioactive with history and politics, which 
IS history in action’ and ‘poliiics is by tuins 
farce and tragedy, and sometimes both at 
once’ Now, if ‘politics is by turns farce and 
tragedy’, and politics is also ‘history in 
action’, then what exactly is one saying about 
‘history which has ‘irradiated’ all ot us’ 
That wc are irradiated with the 'farce and 
tragedy’ of history itscin So, it is only lilting 
that by the end of that paiagraph wt find 
Rushdie quoting, very approvingly, Beckett’s 
formula of ‘I cannot go on ’ etc Again, the 
problem is that if that kind of world 
weariness is where one takes one’s final 
stand, and d history has already been 
dismissed as ‘farce and tragedy’, then why 
on earth docs one want to quarrel with 
‘Orwell’’ After all Orwell too made plenty 
of room in his writings tor whai he took to 
be ‘politics’ and ne too thought that poliiies 
was sometimes tiagie more frequently 
farcical 

M 

I his parallel with Orwell is not a minor 
matter Now undoubtedly, a ixilitical discus 
sioti of Rushdie’s work has become extra 
ordinarily difficult in the wake of the terror 
unleashed against him by Iran’s clerical 
rulers Rut in those eailiet days when his 
own life was not so endangered, and as 
Midnight % C hitdren and Shame first burst 
upon the international scene, reeeiving equal 
accolades from New I eft Review and The 
Nei* York Times, one was struck by the fact 
that not since Orwell had a po/irnu/writer 
with a colonial background, and one who 
had declared himself a socialist, been so 
equally admired on the right and the left 
Alongside the lovelcssness ol the fictions, the 
repeated intrusions of a misogymstic streak, 
and a certain spontaneous belief in the 
universality ot betrayal, which Orwell too 
had begun displaying since his earliesi 
writings, Burmese Daxs onwards Rushdie 
has also deployed that same stance of tin 
belonging, of the lone individual occupying 
a moral high ground above the ‘chimeras of 
politics (Rushdie’s phrase), delivering his 
denunciations of left and right alike Indira 
Gandhi, the Pakistani Generals, the C om 
munist forties, the Naxalites, film stars, pro 


pheti, the short-lived baoniiig of la Pntm 
On certain fmer—racism, rdigiosity, dic¬ 
tatorship, empire, and the like—one could 
take a position, and one could also in a 
general way speak of oneself as a man of 
the left, as Orwell himself frequently did, but 
there was no actual left, no existing com¬ 
munity ot praxis, within that world which 
had given to one s imagination and fictions 
their energy, with which one felt tn any 
fundamental way bonded, accepting and 
struggling with the risks and the restrictions 
and the sutlering that such bonding often 
implies From all such groundings one had 
‘floated upward’, even as one constantly 
thrashed about denouncing all. undifferen 
tiatedly, that one had left behind In an 
earlier time, right into the heart of modcr 
nism, such desolations of the self were still 
experienced quite ficquenity as a loss, what 
postmodernism has done is to validate 
precisely the picasuics ot such unbelongtng 
which IS rehearsed now as a utopia so that 
belonging nowhen isconsirued nevertheless 
as thi perennial phasure ol belonging 
evervw here 

In this ,ontcM I can do no bettei than to 
simply quote a longish [lassage from that old 
classic. Cut tun and Sonety which is osicn 
sibl^ about Orwill but clearly speaks ot 
largci things 

Orwell was one ol a significant nu,nber ol 
men who deprived of a settled way ol 
living find virtue in a kind ot improvised 
living and in an assertion ol independence 
I he tradition in England is distinguished 
It attracts to itsell miny of the liberal virtues 
empiricism a certain iniegrity, frankness It 
has also as the noimally contingent virtue 
ot exile qualities ot perception in pariiculai 
the ability lo distinguish inadequacies in the 
groups which have been rejected there is an 
appear mce ol haidness (the austere criticism 
of hyimcrisy complacency self dcccil) bul 
this IS usually brittle and ai limes hysterical 
Alongside the tough rejection ot com 
promise which gives the tradition its virtue 
IS the felt social impotence, th inability to 
form extending relationships 

Yet we need to make a distinction bvt 
ween exile and vagrant y there is usually a 
principle in exile there is always only relax i 
tion in vagrancy The vagrant in literals 
terms, is the ‘reporter’ it is unlikely that he 
will understand in any depth the life about 
which he IS writing But a restless society 
very easily accepts this kind of achievement 
at one level the report on the curious or the 
exotic at another level, when the class or 
society IS neaici the repoilei s own the 
perceptive critique 

Now after the Ayatollah s sentencing ol him 
Rushdie's vagrancy’ ha'v turned, parado 
xically and tragically, into a full scale 
exile -even from mainstream Britain Bul 
even that earlier condition ot the production 
of his work need haidly be used to ineieiy 
deny the breadth of his achievement, which 
IS substantial What Raymond Williams’ 
remarks on Orwell help us understand never 
thcless IS the imixirtance indeed ‘the tradi 
tion’, of certain ways ot living which in some 


cases— in Orwell's and Rushditfr raiely— 
have been connected with a cdomal past but 
are in no fundamental sense limit^ or at- 
tiibutable to the colonial experience per se 
Exile, in the true sense, is of many kinds 
beside the purely colonial, and it in any case 
rarely produces an enduring sense of great 
pleasure Exile usually has, as Williams 
points out, a principle, and the principle 
prevents one from ‘floating upward’ and de¬ 
nying the pain Self exile and ‘vagrancy’, by 
contrast, have become more common 
amongst artists in every successive phase of 
bourgeois culture since the early days of 
Romanticism and as the experience itself 
has been chosen with greater frequency the 
sense of celebration and of ‘the migrant in 
tellect rootling] itself in itself has grown 
proportionately It is the palpable presence 
of this kind of living in Rushdie's work, with 
its accompanying inability to believe in any 
community ol actual praxis hence the belief 
in the universality of betrayal which is lost 
in those leadings of his work which locate 
It primanly in the problematic of the ‘nation’ 
and the ‘Third World’ even if one ends by 
complicating that location Williams’ sum 
maiv evaluation of that ‘tradition’, with his 
highly perceptive diagnosis of its particular 
virtues and tailings, would imply, if follow¬ 
ed in Its full logic, that Rushdie’s work is to 
be located neither in some unified and 
categorisable ‘Ihird World’, nor in some in 
nocent myth ol ‘migrancy’ as Rushdie 
himself would have it, nor in an empty, 
postmodernist ‘cosmopolitanism’, but in a 
condition which is in some basic ways older, 
wider, far more extreme 

Notes 

|The above is a provisional draft of an essay 
which IS Itself part of a book length 
manuscript, on some of the ihematics of con 
u mporars litoarv theory which are formulated 
Ml the metropolitan countries ] 

I See, in particulai. my Third World Liieruiue 
and the Nationabst Ideology’m Journal qf 
Arts and Ideas, nos 17 18 (June 1989, New 
Delhi) 

2 All references to Shame in this essay arc to 
the Viiiiagt/Aventura editicm ot September 
1984 

1 See in particular my article cited above 
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Money, Output and Price Level 

Pulapre Balakrishiun 

This paper presents some evidence bearing on the mterest-sensitmty of demand for money and the role of mon^ 
supply in the inflationary process vthKh must be addressed by those who argue for a money-based monetary 
policy, especially in approaching the problem of inflation 


IN s paper' entitled 'Money, Output and 
the Price Level', C Rangarajan has raised 
certain issues central to the conduct of 
monetary policy in the Indian economy I 
take up the discussion here, among other 
things presenting evidence which has a bear 
mg on the resolution of the concerned issues 
These lattcY are the interest sensiiivitv ol the 
demand for money and the putative role of 
the money supply in the inflationary process 

1 

Theon'Iiral (considerations 

Lor two reasons, the interest sensitivity of 
the demand fur money remains a matter of 
some interest Lirst, from the point ol view 
of monetary policy, interest scnsitivny of 
money demand provides the monetaiy 
authority with a Ic-ver on the detuimination 
of the equilibrium money stock which would 
not be available otherwise This becomes all 
the more relevant in an institutional setting 
like the Indian one with features such as the 
RBI being required by statute to finance the 
Union government’s deficit (net of borrow 
ing from the public), not to mention the 
requirement placed upon the commercial 
banking sector to extend loans for certain 
‘priority’ activities ^^lth the banking stc 
tor (inefudmg the RBI) thus hamstrung as 
It were, the interest rate becomes an instru 
ment whereby the monetary authority might 
attempt to control the stCKk of monc 7 in the 
economy However, note what is being sug 
gested It IS that the moiic^ stock may now 
be attempted to be controlled by acting on 
the demand (or it, which is quite a different 
mechanism from what is envisaged under 
monetai y targeting which idea suggests that 
the problem may be addicssed from the 
supply side alone (iiven the institutional 
structure in India referred to above thclat 
ter suggestion strains credulity C an there be 
any ef^fectivc targeting of the bast when the 
best intentions call uiations of the monetary 
authonties can be overiiilcd by a stroke of 
the Central govcnimcnt’s pen’ But what ol 
the private sectui ’ Hcic even it an mterest 
rate mechanism is proposed as a means of 
controlling the rate ol growth of the supply 
ol money, it cannot be expetied to have 
much teeth m coiitrolliiig the expansion ol 
credit lo the extent that interest costs arc 
considered walking capital v.osts bv turns, 
in an oligopolistic selling, coiporate bor 
towers arc most likely to pass on rising in 
terest costs as higher puces Surely rising in 
terest costs arc no moic likely to reduce the 
demand lor credit to the industiial sector 
than rising materials cost ate likely to lead 


to firms lowering their demand for the 
same'’ However, commercial bank lending 
to the household sector may of course be cx 
pected to be interest-sensitive Quite simply 
though, this does not account for such a 
large proportion, or even quantum, ol credit 
expansion I have thus far assumed, ol 
course, that the monetary authorities have 
given us a good enough case for the control 
of the money stock 

The second of the implications of interest 
sensitivity of the demand for money is 
predictive in that now the presumed (cons¬ 
tant) proportionality between the money 
stock and the price level is affected Ihc 
Quantity Thcoi y of Money in its pure form 
no longci holds Obviously, because the 
veliKitv of cireulalioii can no longer be con 
sideied to remain unchanged as th< stock ol 
money alters Now, then, the monetarist 
model ol in flu ion may be expected to not 
stand up too well Thn is so because the 
interest sensitivity ol the demand for money 
allows lor the possibility that now it is the 
inteic>t rate which is the price that would 
equilibrate the supply and demand lor 
monc 7 Wlicic the nominal interest rate is 
administered (as m the Indin case) it would 
be necessary lo take account of’lie intcrcsi 
rate to preJul the price level at any point 
111 time foi monetary policy makers the 
message should be that the control ol infla 
tion cannot be affected via control ol the 
money stoc k alone since the expansion of 
aggregate demand is no longer const ramid 
by the volume ol real balances Money and 
income need not proceed in tandem ’ 

f inallv, in a briel digression, 1 quote from 
a recent leview’ ol Hick’s study, A Market 
Theory of MoneV, “ the financial system 
has now almost evolved into a complex ver 
Sion of Wicksell' ‘pure credit’ economy in 
which the only instrument of monetary 
policy IS the rate of intrest and in which the 
liquidity preferences ol financial inter 
mcdiiries, not to mention those of asset 
holders in general, create premia which 
separate the rate ol interest that the autho 
titles can directly control trom those that im 
pinge immediately upon the spending deci 
sums ol ultimate borrowers Ihc premia, 
moreover art variable and hard to predict 
I heir existence hampers the efficien (7 of the 
intertemporal allocative mechanism and 
renders monetary policy unreliable and dif 
lie tilt to implement 1 hts modern vaiiatioii 
on an old theme leads Hicks to argue that 
It IS dillicult nowadays for monetary policy 
to cope with inflation (rather than, as in the 
l<)30s, with (hronic unemployment)” While 
the extent to which the financial system in 


the Indian economy has evolved is arguable, 
these Hicksian considerations are not irrele¬ 
vant to discussions of the role of monetary 
policy in India In Ihc Indian context 
perhaps the real challenge to monetary 
policy stems from the existence of unorganis 
ed money markets where the interest rate is 
beyond the control ol the monetaiy autho 
ritics ihis issue tia> » > used before* 
and I shall not spend i v ii otc time discuss¬ 
ing It here 

<1 

Kmiiirtcnl Analysis 

(a) In 11 Rl St K \n S AM) 1)1 M AND I OR 
Moms in India 

A widely siai d leasoii for not invesii 
gating the Illicit St stiisiiivitvol the demand 
for monev in ihc Indian economy is summed 
up by the aigiiincnt that tht practice of ad 
ministering initicst rates in the oiganised 
sector of the economy has meant that “ a 
comparatively static spectium of interest 
rates was prevalent and that the trajec 
tory of interest rates has been step wise Of 
course in this sense the experience with of 
licial intcicst rates in India is perhaps no dif 
feicnt from that with all administeicd prices 
( onsidci lor instance procurement piiccs 
in the foodgrains sector Hnwcvei, that they 
have btcii altered in discrete moves is no 
reason to not consider their influence whu h 
IS widely believed to be significant, on the 
supply decisions of farmer' and thus on the 
open market price of giam There is an 
analogy here to a practice ol iioi devoting 
sufficient analysis to the role of interest ratcN 
in the money market In anv case, while 
discrete movement in the data scries is in 
deed a nuisance fiom the point of view of 
an econometric investigation the 'static' 
nature of the spectrum of interest rates is not 
really relevant to the question of the interest 
sensitivity of money demand Strictly, what 
matters is the interest differential between 
money (def ned as earning zero interest) and 
inteiest earning financial assets The 'spread 
structure', as it were of interest rates among 
financial assets does not impinge upon the 
phenomenon of liquidity preference Hre 
sented below aic estimates of the demand 
for money in India 

N^rroiv and broad measures of the money 
stock, and short term and long term rates 
of interest, were used in alternate runs The 
inclusion of the current inflation rate led to 
none of the othei current-dated variables 
being significant, which was considered im 
plausible I stimaies of the money demand 
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Mctkm fltnitg 0«liHled the innaion rate are 
preMAted below: 

M, (iti-p),-- -OSS+OSly, OI6r, 
(013) (013) (0 07) 

+ 066(m p) I 

(014) 

= 96 see - 054 
LM autocorrelation x^(l) ^ 002 

M, (m o),= -0 54 + 0 56y, OMr, 

(021) (017) (014) 

4 069(m-p), , 

(013) 

98 see = 060 
LM autocorrelation x^(l)s 055 
(standard errors in parentheses) 

N 3- 29, all variables are in loganthms, 
t = one year deposit rate in the case ot 
M,. 

and flat yield on 3 per cent govern 
menl ‘Rupee Paper'm the case of M,, 
(m-p) real money balances. 

M, - 'narrow' money currency plus dc 
mand deposits, 

M, ‘bioad’ money M, plus time deposits 
y real inc omc 

Since the variables have been ciiteud in 
logaiithms, the short run clasiicitv with 
respect to the rate ot interest of the demand 
for money can be read olf diicctiv I tu ini 
plied long run elasticities are 047 and 110 for 
M, and M,, respectively The above esti 
mates ot the demand for money in the 
Indian economy point to a markcil interest 
ela'ticity with elasticities generally com 
parable to those in the developed economies 
(The negative estimate ot the constant is 
somewhat pu//lini ) 

C leaily the demand toi money is interest 
sensitive, whichevci way one might choose 
to measuie the relevant vtriables I tom ihc 
mcthodologiial point ot view, having div 
covered an miere*i sensiiivitv to the demand 
foi moiitv It would be inappropriate to write 
down a price level ectiiation justilied as the 
invetst ot a money demand lunction with 
Ihc intetest laic h.iving been cseluded ' 
fiom the polity point ol view, suielv ad 
vtKatev'Ol monetary targeting must now 
shed some ol Ihcii suitiiess with regaid to 
Its tonstqutn^es' 

(b) MONl tARY (ikCAV III AND iNti AttON 

An eeonometrit model estimated by 
Rangarajan is used to undertake certain 
pohev simulations Among those undertaken 
IS one that claims to investigate, putativclv 
the impact upion prif es of a “sustained ex 
pansion” in (he money supply Nobody 
should quarrel with the proposition that m 
the long tun (defined for ptesent purposes 
as a siiution in which all stock flow ratios 
remain constant) the inflation rate must be 
governed' by the rate of growth of the 
mont'y stock, for unchanging stcKk-flow 
ratios imply a constant velcKity of circula 
lion ot money However, neither this under 
standing nor any leleience to the stability 
per se ot the demand (oi money (function) 


need lead us to believe tluif (be motiettnst 
model of inflation » at «tl helpfbl to deal 
with any given inflationary situation Oearly 
the relationship between inflation and 
money growth logicallv accepted for the 
steady stare does iioi preclude other factors 
driving the price level when the economy is 
out of It Ihis leads me to conclude that 
prior to proposing policy rules for inflation 
control, models of inflation other than the 
monetarist one need to be considered and 
then performance compared with that ot the 
moneunst one f nven that there exists a well 
lormulatcd liteiaturc on (he formci, not to 
do so IS unacceptable Usewhere, I have con 
strutted a test ol alternative models of in 
nation for the Indian economy contrasting 
ihe widely atccpicxJ version ol the memetaiist 
model with what m,iy he termed the ‘stiuc 
tuiaiist explanation ol inflation according 
lo which inflation is driven bv Ihc relative 
pticc of agriculture and Ihc piict ol im 
potted inputs Not emiv does the laiier 
variance duminaie (wiih standard ctrev ol 
estimate halt that ot the formei) hui m a 
direct statistical luxtaposition” the sirue 
turalist model rciceis the monctaiisi one 
wiihoui being iejei.ted in turn I shall not 
howevci piOLced to an ilyse this result hcic 
Instead I presen* evidence ot a diftercnt 
nature which is equals inteasling and par 
ticulIlly impoitant in the inletpictaiion ol 
Rangarajan’s simulation iceults It pertains 
to the direction ot the influence in ans icia 
tionship that mas exist between money and 
prices in the Indian economy Whv is this 
iclevarii here' It is ii levant because it ii can 
be dc'munstratcd ihal inflation influences the 
I ate of monetary growth, even apart Ironi 
the ligilimacv of the theoretical underpin 
nings ot the said simtilalion, the vers con 
sequences ot anti inflationarv policy based 
on an aitempi to vonirol the suppis ot 
money needs to be thought through 
lo unravel the ruturc ot the money 
inflation nexus in lime senes relation bti 
ween monetary growth and inflation in tin 
Indiai* economy is inalvsed by means ul the 
‘Gianger causality lesi 1 he test is cusilv 
explained ( onsultr the tollowing hi v.tiidK 
I lationship 

) ll|, I + flj \| , t- 

X. , + II. Y, , . p,. 

where the fl,, arc reduced toim coctficients 
and the ps ace random triors with the usual 
properties Now if fl,, is non reio X is con 
sidercd to Granger cause Y Similarly if 
IS non-/eio V is considered to (irangcr-causc 
X*’ The relevance of such a test to the prt 
sent concerns is the followirig it the above 
IS interpreted as a model of money and 
pi tees then il is easy to sec that the rejtr 
tion ot the null hypothesis that prices do not 
Grangci c.iusc money iinpl es that the I ried 
maman assumption ol exogenous money is 
icjCLicd r value* resulting ftom the test ol 
whether mflaiion mu'hi have ‘(trangcr 
< aused the growth ot money are presented 
in fable I Since theoiv cannot help much 
as regards the likely lag Mruetiiic, up to two 


tags were anowea ror. i ne itsuiii mcncaie 
that the proposition that inflation Granger- 
causes the growth of Ihc money supply 
cannot be rejected 

While the use ol '(irariger causality' tests 
tu establish causalits in the philosophical 
sense of the term is methodologically suspect 
Its usefulness m testing a premise of the in¬ 
dependence between (two) sat tables may be 
somewhat more readily accepted T hus, the 
results prevented m lable I make it dtificuk 
to maintain ihi view that muneiarv growth 
in the Indian econeimv has been independent 
ot the mllaiion rate In Ihc light ot this 
tinding two sets ol questions assume impor 
tanct The tirsi of these relates to our 
understanding ot the inflationary process, 
a matter that I have already referred to 
W here the rnonev slock is not indcpeiidcm 
ot the inflaiion rate it can no longer be 
claimed that inflation was caused by an 
exogcnouslv dcienmned nominal money stock 
eoniruntmg a stable (real) demand lor 
money function T his F rtedmanian explana 
tion of inflation must now be at a discount 
and any attempted resuscitation of an over 
riding causal role for money must look 
elsewhere for inspiration 1 wish lo em 
phasisc that the problem raised is en'irely 
one of what is a legitimate inteipretatiori of 
the evidence on money and inflate • in 
India It cannot be treated as “an estima 
tion problem” to be so conveniently ciicum 
vcntc'd by an appropriate statistical technique 
tuch as simultancrvus equations methods 

1 he second level at which Ihe rejection ot 
ail autonomous growth of the money slock 
hcconies important is the practical, i c, at 
the level ol policy II it is the case that 
iiionciarv pohev has been accommodating 
in Ihe pasi (in my view a reasonable mter- 
pietaiion of the pattern revealed bv the 
Cii iiijcr causalits tests summarised in 
Table I) then it becomes necessary to ques 
non the usetuliicss tot vimulation of co- 
ellicients aiaimg money and pnees estimated 
toi the same past ' Iwo reasons can be pro 
sided lot iliis queruiousness Interestingly, 
both Wert larsed in the wake ol the New 
t lassie al Macioceonomics The first is best 
summed bs ttic I ucas C ntique’lo sec its 
relevance here consider Ihe following res 
ponsc lo m argument thus lar Weil, 
perhap>> irii irtiiiv polics has been accom 


fvmi 1 Ml I Ivi' ri>NHsvt CMSto* 
Mo'i rsKS Growih' 



1 

11 


1(125) 

K2,22) 

M, 

10 80 

5 25 

M. 

5 63 

3 67 


I reprcsstoit is Am, a + | 

t o,Ap, , -1 

II regrevsion I, Am, fl, + ^,Am, , 

I /? Am , y PjAp, , ♦ p^Ap, j + jij,, 

critii al values at S per cent are F(l, 25 ) » 4 24 
anil t ( 2 , 22 ) 3 44 , 

N I 28 II 27,1 I 1952 5)10 1979 80 , 

II 1953 S4 to 1979 80 
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essentially a control variable aQd will be set 
autonotnouslv in the future” Surely this is 
hopelessly off the mark to the extent that 
It Ignores the possibility that agents’ beha 
viour IS regime specific Once \ve allow for 
the lattei, the regime-shift implied by the 
transition to a policy of non accommodative 
mi netary policy may be neutralised to some 
u».*nt if agents, appreciating the switch, 
might jiow begin to economise on money 
balances The mterest-sensitivity of the de 
mand for money makes this a clear possibili 
ty in the case of households A counterpart 
response among ‘firms’ (mostly banks of 
one kind or the other) in the financial sec 
tor could well be financial innovation " 
One can hardly tell a prion whai the magni 
tudes involved might be, but it is a salutary 
reminder that a I ucasian scepticism might 
well be brought to what is quite a Lucasian 
pre occupation really, a money supply rule 
The second of the leasons fur doubting the 
usefulness of simulations based on estimates 
from a period when monetary policy has 
acutally been accommodating is essentially 
linked to the first Allowing lor private see 
tor behaviour in the context of attempting 
to reverse an extant policy of passive money 
introduces the question of the ‘credibilitv’ 
associated with poticy pronouncements 
When agents are W to bclicsc from past ex 
perience (’rational expectations’ ’) that the 
authorities will accommodate thev are not 
inclined to re orient behaviour to any an 
nouncemeni of monetary tightening Now 
faced with unchanged private sector beha 
viour the monetary authorities are forced to 
go back to their accommodating ways foi 
fear of bringing about a loss of output This 
IS (he well known problem of ‘dynamic in 
consistency' It is normally levelled against 
discretionarv policy but this example must 
highlight Its relevance even to proposals to 
shift to a lule-bascd policy regime li discre 
non has been the norm hitherto Strangely 
history appears to count in the most un 
expected instances 

111 

(.onclusion 

The results presented here must be 
addressed by (hose who argue for a money 
based moiieiarv policy especially in ap 
proachmg the problem ui inflation In parti 
cular, the empirical underpinnings necessary 
to inspire confidence m the eflicacv of 
monetary targeting (lor whatever purpose) 
must be established, lading this, any argu 
ment for the proposal cannot be considered 
to have been substantiated further I would 
suggest that if ihc evidence produced is 
econometric, as it so often is, it must be in 
terms ot the lolt/cfltcis ol nominal monev 
growth, loi this IS the variable which wc arc 
told needs to be targeted levels iegressions 
will not do, some decent theory must be pro 
duced and, wheic alternative explanations 
exist, the data must be pressed into living 
to discriminate between them More general 


view ot a rapidly changing fimuicial system 
in the Indian economy Concentrating on 
monetary aggregates may be being simple 
iranded, making a distinction between money 
and credit is likely to be more rewarding 

APPENDIX SOURC ES OP i)AIA USl 1) 

IN SIAIISIKAL EXLRCISIS 

Money stock A Vasudevan (1980), ‘Money 
Stock and Its Components m India 
1950 51 to 1979 80 A Slalistical At 
count’, Indian Leonomte Journal, 28, 

110 

Interest rate Report on Cwrenct and 
hname, Bombay Reserve Bank ol 
India 

Real income National An ounts StatiMia 
issue of Ftbiuary 1981 Appendix \ 1 
New Delhi Central Statistical (trgim 
sation 

Price (level/rate of change) P C ( handok 
(1985), Wholesale Pnte \tatistii\ Delhi 
Lconomic and Scientific Rcscaidi 
I oundation 

Noles 

I for helptui discussions at various stages I 
tliank Devajyoii Chose and Dilip Munkerjii 
and C Sclvaiaj Errors, if any, ta« only be 
mine | 

1 / PH April 10, 1990 

2 Perhaps the finest exposition of the issuis 
involved here is to be found in J fobin 
(1947) Liquidity Preference and Monetary 
Theoiy’, The Review of Lconomus and 
Statistics, 24, 124 31 

3 David Laidler (1990), ‘Hicks and the 
Classics A Review Article', Journal of 
Monetary Economics, 25, 481 89 

4 See, in particular S Acharya and S Madhur 
(1983), 'Informal C redit Markets and Black 
Money Do I hey frustrate Monetary 
Polity’’, EPW, October 8 

5 Rangarajan, op cii, p 838 

6 As III Rangarajan, op cit, p 843 interesting 
ly, a rare instance of a quite meticulous 
acknowledgement of this appears in (ht 
Report ot Ihc Comnmiec to Review the 


Indian Economy (1985), Bombay, Rererve 
Bank of India, p 141 

7 ll should be possible to test this proposi 
non using the techniques developed to 
operationalise the theory ot co integrated 
variables However, note that esuibitshtng 
that money and the price level Move 
together in iht Long Run (which is the in- 
terpimtion oi co integration among a set 
of variables) is far from having established 
a causal role for money in this relationship 

8 A non nested F lest was implemented See 
C hapter 5 of my Pruing and Ittflation in 
India (1991) forthcoming, Delhi, Oxford 
University Press Not surprinngly, it appears 
that this lesult would carry over to the case 
ol the budget deficit too so long as it is 
detined (as in the accounts of the Indian 
Union) as the uncovered deficit I refei to 
the work of Saint m (his connection See 
K Cl Saini (1984), ‘Can Monetary Growth 
Explain Inflation in India’’, Indian 
bionomii Journal 32,61 71 In fact, even 
the most casual empiricism suggests that the 
alleged relationship beiween the budget 
deticit and inflaiion hardly reveals iiselt 
during the second half ol (ht eighties as we 
witness a dcliimc shift in the share in out 
lull ol the deficit (rising on average when 
compared to the magnitudes registered in 
the first hail ol the decade) A colleague 
appeals to a non linearity in the relation 
ship between the deticit and the inllation 
rate and points to the (ultimately as it were) 
deliiiiie rise in the iiiflation rate in the year 
1990 91 To my mind, howevir, this dis 
ingenuous argument surely is a cse ol ihe 
money supply men getting by wnh a little 
help from Saddam Hussein* 

9 I deliberately avoid using the expression ‘im 
pact' ol money on prices for this interpreta 
lion can only be legitimised by a maintained 
hypothesis lhai nominal money is indepen 
deni of the price level (and ihis wc have 
seen may noi bt cmirciv appiopriitc) 

10 Sec K t Lucas, Jr (1983) rcononictric 
l\)hcy E valuation A ( niique (reprinted) 
in Studies in Business ( vcU theory C am 
budge. Miss, Mir Press 

11 This has been the Uk experience, for 
instance 
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me Ktimogi^piei' reopie ” 

Reflections on Field Work 

Vinay Kumar Srivaatava 

Once it is agreed that a society should be studied ai a whole for ' ntextualising a specific problem, field work 
for the ethnographer become an experience of undergoing naiivisation in a different culture, with a different 
set of people. In such situations an episodic narration of encounters with respondents and the actions they carry 
out ’naturally’ is a matter of anthropological rgflexivity which an ethnogmpker should undertake in order to identify 
the impediments in the process of doing field work, to describe the strategies adopted for estabiishmg relations 
with the people and, above all, to outline the process in which the self is comprehended in the background of 
the other. This paper is such a narrative reflection on field work in Baiga Chak in the Satpura region of Madhya 
Pradesh. 

[The first part of this paper appeared last week.) 


X 

THINGS settled down aftei the initial 
catastrophe. Like the Red Indian family, 
which consisb of a man, his wife, their 
children, and an anthropologist, the five of 
us (Raghu, the three students, and myselfi 
were members of Dadar Ibla. Raghu's role 
was limited to helping us in transcribing the 
audio tapes, a job we did late at night. 

The Baiga hamlet did have some Gond 
houses, and we often visited them to hear 
theii perceptions of and relations with the 
Baigas as well hs to know something about 
the Gond way of life. Besides these Gond 
households in Dadar Tola, a number of 
Gond boys from other villages, studying in 
the schools at Charha, were staying in the 
Baiga houses on rental basis—the rent being 
paid in cash and/or kind. School statcstics 
revealed that there were seven times as many 
Gond boys as the Baigas: and this ratio fur¬ 
ther increased for the Uonds in higher 
classes. The dmp-out late tor the Uaigas was 
very high: domestic responsibility being the 
chief cause. “The Baigas lack the spiiit of 
entrepreneurship. They still nurture the 
dream that tomorrow they would be permit¬ 
ted to have beiwr (shifting cultivation), and 
although they have been encouraged to 
adopt settled cultivation, they still feel that 
their primitive method of producing food is 
much better. The schools are open lor them, 
but their boys and girls do not come; neither 
do the parents encourage (heir children to 
study”, the principal commented when 1 in¬ 
terviewed him on the facilities available for 
the scheduled castes and tribes in his school. 

Perhaps, he was right. In the course of 
conversations with the Baigas,. they un- 
inhibitedly talked of the ‘golden age’ when 
they cultivated twdve types of grains through 
shifting cultivation; when 'they never had 
poverty’, ‘no sickness’, and 'were happy’. In 
other words, they thought that an imposi¬ 
tion of the ban on bewar cultivation bad 
destroyed their ‘free’ social life. 1 was often 
requested to convey their sentiments to the 
government so that shifting cultivation 
might be permitted to them. 

The ‘officials’ had left, and we were 


‘trying to behave’ as the ‘people behaved’. 
Nevertheless being outsiders, we were looked 
at as “closely allied to the government”. 
Unable to hide our moorings, we had to tell 
them that we came from Delhi: “Oh! Where 
Rajiv Gandhi lives; where Indira Gandhi 
ruled;' Having travelled not beyond Bajag, 
or at the maximum Dindori, the conception 
of people regarding Delhi was of a “small 
town where I met Rajiv Gandhi everyday; 
so after reaching back, I was expected to tell 
him of demands and .sentiments of the 
people”. It was difficult tor me to familiarise 
the people with the ‘vastness’, ‘anonymity’, 
and ‘atomism’ of Delhi, where we, who 
seemed to be very important in their situa¬ 
tion, disappeared in the lonely crowd—in the 
big mass of commonality. 

It was difficult to convey to the people 
that we were like small fish in a big ocean. 
The anthropologists make promises to the 
people—in weaker moments and chiefly 
because of their inability to state clearly how 
‘powerless* they are—to ‘do’ something for 
them when they go back to the centres of 
power, but have a legitimate reason to-forgel 
all those promises as then, their involvement 
is with ‘writing’, construction of a ‘system’ 
out of the vagaries of details. An an¬ 
thropologist’s chief concern is academic, not 
political; his duty is to understand, and not 
to change; his goals are definite, where the 
distinction between the Self and the Other 
is perpetually kept. If the national political 
environment is in favour of putting a legalis¬ 
ed ban on destroying forests for shifting 
cultivation, how could an anthropologist im¬ 
press the tribals’ demands on the planners 
and policy-makers? I have seen how applied 
anthropologists have failed when it comes 
to approaching local governments with 
native needs. Howsoever strongly we may 
voice the native opinion, the ‘natives’ are still 
considered the ‘target groups’ by the of¬ 
ficials, who happen to be their planners and 
executioners of change 

XI 

Dadar Ibla had some well known 
shamans and healers, with their clients com¬ 


ing from several villages. Ghoran, Bazari 
l-al, Daku, Assam Lai were the famous 
bufua. “Why were you named Daku?” I ask¬ 
ed the shaman having this name because his 
name meant ‘dacoit’. “I was born.the day 
the ‘doctor’ visited our village^’, Daku 
replied. Bazari ].al was named thus because 
the day of his birth coincided with the 
market (bazaar) day. Assam Lai was born 
in Assam, when his parents, he remembered, 
were forcibly taken to work in the tea 
gardens. 

A boy born on Sunday would most prob¬ 
ably be named Itwari; one on Monday 
(Somwar) might be named .Somu; and so on. 
The girls are named similarly by suffixing 
tya after the proper name. So, the birth of 
a girl coinciding with the doctor’s visit would 
end up naming the child as Dakiya, or if the 
forest guard happened to visit that day, the 
baby's name would be Jangaliya, similarly 
Somiya, Mangaliya, Budhiya, etc, would be 
the names of the girls depending upon the 
days of their birth. 

The dependence of the Baigas on the 
other ‘castes’ of their village like Gond, 
Panka, and Dhoba was expressed more in 
ritual terms. If there existed a high mortali¬ 
ty rate of children in a Baiga family, it would 
immediately give a new-born to the other 
caste for adoption, and after a couple of 
months the Baiga child would be taken back. 
It IS believed by the Baigas that a child 
adopted out would remain unaffected by the 
nefarious spirits (jind, masan). Once the 
child IS taken back from its foster parents, 
it would be named according to the caste it 
was adopted into: so, a child ritually adopted 
by Gond parents would be named Godu (if 
female, Godiya); by the Panka family, Panku 
(or Paiuka); ^ the Dhoba, it would be called 
Dliobu (or Dhobiya). Although new names 
— some of them highly Sanskritic—have 
been acquired by the Baigas, the old prac¬ 
tice of naming still continues. 

XII 

All the .shamans of Dadar Tbia were 
equally philosophical and knowledgeable, 
and they practised their lore with great con- 
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fatving been itjected ^ the dispensary 
imparting Western medicine, leccived suc- 
c«sful cure from the shamans. The latter in¬ 
variably diagnosed the cause of sickness in 
the intrusion of one or more foreign bodies 
and spirits. But of all the shamans, Ghoran 
was the must vocal, reflective, and expres.sive. 
He was very proud to be a Baiga, and often 
(‘'-.pressed it in cthno-centnc terms. In 
various drinking-sessions that were held at 
his house, he spoke at length, often in 
abstract terms, and thus was contributing a 
great deal to the Baiga philosophy of life. 
Addressing me, he said, “you come from the 
plains, where there is ‘thin’ {palla) watei and 
food. We live in 'thick' (mota) water and 
food. You can’t adjust to our way, and 
similarly we*ll be unsuited to your way of 
life!’ In other words, he made it clear how 
difTicult it was for us, to be other-ised, despite 
our persistent attempts. 

Ghoran never hesitated in telling us what 
he knew about his lore. If he did not know, 
he expresiied his inability in plain words; in 
anthropological language, he was respon¬ 
dent par excellence. My tape-recorder was 
always ready whenever I met him—either in 
sessions of divination, or in field, or even¬ 
ings when he was at leisure. One night I 
discovered—a painful event for an ethno¬ 
grapher—that the tape deceived me. It failed 
to record any conversation, which consisted 
of spells that Ghoran had learnt to de-poison 
the snake-bite. It was impossible to 
lemember the mantra. 1 could remember the 
ritual ingredients, but then positioning in 
terms of space and direction categories was 
ail confus^. 1 still recall how bankrupt I felt 
at that time, lb request Ghoran again for 
the same pieces of information might irritate 
him, I thought. The only viable option was 
to talk to him about the same topic after 
iome days, under the rubric of ‘to re- 
:apitulate’. After this mishap, 1 decided to 
seep my note-book ready, alongwith the 
.ape-recorder. 

The next evening, Ghoran came home 
after distilling liquoi at some undeclared 
place in the forest. He was slightly drunk, 
ind sat ncai fire with his niairilateral kin. 
Smoking tobacco, they were talking about 
a woman who eloped with a co-villager, leav- 
ng behind her children and husband. 
Ghoran immediately sought the cause of this 
not-too-usual’ behaviour in the magic ex- 
nreised on behalf of her lover by a gunia. 
Hiking the cue Irom theii talk, I asked, 
“Ghoran bhaiya, what is this magic?” 
“Mohini mantra—n can attract any one. 
Suppose a woman doe:, not like me, but 1 
ike her, then I shall go to the gunia and re¬ 
quest him to instil a likeness in the woman’s 
nind. Once Mohini is exercised, the person 
3n whom the mantra is supposed to affect 
will himsell or herself come to his or her 
:over. Sahib, do you like someone who docs 
lot like you?” along came Ghoran’s benign 
imiic. Evading his question, I asked him to 
dl me the mantra, and the rituals as.sociated 
with it. Instantaneously came Ghoran’s spirit 


“It goes oti like this.*., Une iMUni, 
khurse mohini ..1 opened my note¬ 
book, and even without being trained in 
short-hand, I started pacing with him. 
Ghoran suddenly stopp^—I knew he had 
left the words of the mantra incomplete. He 
gave me a disappointed look, and said, 
“Sahib, you are a man of power (rajwale). 
You don’t do any manual work {kambuta). 
The mud does not stick to your feet. You 
try to catch everything in ‘black letters' (kala 
acchar). Every officer (babu) who comes 
here wants to write about us. But you don’t 
realise that you'll die when the ‘air’ in you 
departs. Your body—eyes, nose, mouth- 
will lie, but the ‘air’ that makes you ‘you’ 
will leave to mix with the ‘air’ around you. 
‘Biack letter’ is nothing before this ‘air’; and 
gumyai (healing) works on it. Mantra are 
nothing but the release of ‘air’. The ‘air’ cat¬ 
ches the mind and eyes. It curses or (ufes 
you!’ Repenting on my folly, 1 had closed 
the note-book, and was apologetically listen¬ 
ing to Ghoran’s discourse; I did not apply 
any effort to understand the underlying 
animism in his ideas. 

“Sahib, you should know that there are 
two supreme mothers: Sun Mai and Kali 
Mai.'^ Sun Mtu controls the voice Kali Mai 
controls the ‘black letters’. Once they fought. 
Who is supreme? They could not reach any 
conclusion. Both said that they were 
supreme Finally th^f went to the almighty 
(parmatman). He .said, ‘Both of you are 
powerful. In mantra vidya (the knowledge 
of .spells), Sun Mai is supreme In other 
matters. Kali Mai is supreme’sahib, you 
write what we grow; what are our problems; 
but don’t write our mantra Sun Mai will 
become angry. How can you give the wealth 
of Sun Mai to Kah Mai? It’s the recital of 
mantra that catches everything. It’s the word 
of mouth (mukhagar). You learn the mantra 
by reciting with me You live with me for 
some years. I shall make you perfect. Then 
you recite them and relieve the people of 
their problems. When you write them in 
‘black letters’, the mantra lose their effect 
(a.%ar). You, sahib, catch ‘black letters’; you 
never catch the ‘air’. ’Black letters’ are seen 
(prakal). Mantra are never seen; gumyai is 
nevei .seen. It is in ‘air’, caught by voice, and 
released in ‘air’!’*’ 

I was dumb-struck. 1 was found guilty of 
introducing ‘writing’ in an arena of culture 
where it was tabooed; where the oral- 
tradition had eternal supremacy over its writ¬ 
ten counterpart. I was reminded of an earlier 
occasion when in Gadwala village of 
Bikaner district in Rajasthan, a man of 
Meghwal caste was narrating the array of 
thirteen spells that was used to eliminate 
snake-poison from the body. My tape- 
recorder was on, and I was patiently listen¬ 
ing to him. Every spell in its beginning had 
names of the Sanskritic gods, and ended 
with Bismiliah-al-Rahman-al-Rahim. The 
mixing of Hindu and Islamic words of 
veneration was fascinating, and to note a 
hypothesis that struck me, lest it be lost, I 


1%e Meghwal sWpp&l 0 a a^uilS 
“Please don't write the mantra. If you wrib 
it. it will die!’ 

Anthropologists specialise in writing, and 
local traditions—from kin terms to spells— 
form their subject-matter. There may be an 
important area of native life, where the peo¬ 
ple may fee) that ‘writing’ should not be per¬ 
mitted to encroach upon. Whatever may b< 
the reason of keeping this area sacrosanct 
without contaminating it with ‘black lettm! 
as Ghoran saidi the anthropologist is caught 
on the horns of dilemma. Should he write 
the spells irrespective of the local sen¬ 
timents? Should he comply with the local 
beliefs, thus refraining from writing when 
prohibitions exist? In the first, respect foi 
native culture is negated; and in the second 
the ethnography is incomplete. 

XIII 

Raghu was known to every one in Dadai 
Ibla. He was called by many honoriric title: 
like Mukhiya, Baba, Bhaiya, Samdhi, etc. Hi 
knew the anthropological work very well; so, 
he would rarely speak in interview sessions. 
Mostly he squatted in one corner—in thi 
daytime, undei the sun—and when 1 needed 
him, he would come to intervene. 

One evening he told me, “Sahib, I have 
done a lot for the Baigas. 1 have always tried 
to save them from oppression {atyachar), 
especially from the forest guards and mer¬ 
chants. I have been instrumental in sending 
their dance party from Dhurkuta and othei 
villages to the Republic Day celebrations in 
Delhi. Now, sahib, I want to write a book 
on them. I like your work immensely. You 
sacrifice so many things, your comforts, tc 
be with these 'banwasi Baigps’ (forest¬ 
dwelling Baigas)!’ The anthropologist in 
him—inculcated from his first cxperienct 
with Elwin—was at last emerging. He con¬ 
tinued, “But, sahib, something must be done 
for them. They aie very simple, and trust 
everyone. 1 will tell you an interesting 
episode. You know, sahib, these Baigas say 
that they are the children of Naga Baiga and 
Naga Baigin.'* When people who had gone 
to Assam came back, they told others that 
there lived Naga Baiga and Baigin in Assam 
also Then I looked into (he truth of the mat¬ 
ter. I told them that in Assam lived the 
Nagas and not the Baigas!’ All this inspired 
me to collect the life-history of Raghu, a 
work which was done intermittently over a 
period of many sittings. 

But Raghu was not simply content with 
telling me about his life. He wanted to write 
his life-history; like me, like’any ether an¬ 
thropologist. “During the day, s^itx and in 
the mornings, 1 am free. Please buy a note 
book for me. I keep a pen with me. 1-shall 
write my jivan charitnC I^m then onwards, 
every day he would tell me the number ol 
pages he had written. Finally, I was-handed 
over a manuscript of 38 pages, titled 
Jivan Charitra. It was obviously a narratton 
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Fh>m his autobiographical sketch it was 
clear that Eiwin idayed a pivotal rtde in his 
life In fact Eiwin was his reference indi¬ 
vidual. Let me quote from Apni Jivan 
Chantm: 

I started going to the Mission School, Marfa, 
on July 1, 1939. After I had spent two 
months in this school, its owner, Eiwin sahib, 
came to Marfa from Sorwachhapar on a 
horse He spent a night in the Khooi. The 
teachers welcomed him. Nat day he took 
two boys (1 was one of them) from the 
school, and a teacher, Azie ^sai. Then 
began our journey on fool (padayatn). The 
sahib was on horse. From Marfa, we went 
to a village called Banjara. We stayed there 
foi the night. The sahib asked the Baigas to 
sing karma. And the sahib also danced with 
them till twelve at night. Like this journey, 
we went to Gaura, Dhaba, Kanhari, Rujhni, 
Sarai, Ajgar, Dhurkuia, Kandabani, Silpin, 
Ihntar, Jeelang, Jalda, Bauna, Piparta, Sarai 
Tharha, Mohli, Kamko, and Samimpur—in 
total we visited eighteen villages in a period 
of three months. After this, the sahib took 
us to Sorwachhapar, and the teacher (Azir 
Easai) brought us back to Marfa. From that 
time on, 1 started dreaming that once I 
became an able man, 1 would also spend my 
lile with these forest-dwelhng Baigas, and 
becoming Elwiii, I would also smg and dance 
with them 
He further wntes: 

Some months later, we were again taken 
on a journey to various places ol Baiga ('hak 
by the sahib. We spent another three months 
in the Baiga villages. My father came to 
know about these visits He thought that the 
sdhib was uselessly taking me on these es- 
pedilions. He also feared that one day the 
.Sdhib would take me to his country He decid¬ 
ed that my studies should be discontinued 
My lather came to take me away from the 
school in the month ot March 1940 under 
the pretat of the post winter celebrations 
(phag). Once I came home, he decided not 
to send me back to the school 1 did not like 
the decision I was all the time—both in day 
and night -seeing (remembering) the dances 
and songs of the Baigas; and the stew of the 
sahbib’s dancing (jhum /hum kar nachna) 
with the Baigas was sbnply unforgettable. 
And then Eiwin came to know about 
Raghu’s absence from the school; he dispell- 
:d the misconceptions of Raghu’s father. 
Raghu went back at school l.ater on Raghu 
wrote that when (in 1947) he told his mother 
that he wanted to spend his life with the 
Baigas as Eiwin sahib did, his mother said, 
‘My son, don’t go to the Baigas. They know 
nagic and spells. They also know the potion 
hat kills human beings. Some day they 
night kill youf But he convinced his mother 
that the Baigas were extremely nice and 
hospitable, and like Eiwin sahib, he wanted 
to be With them. Elwin’s anthropological in¬ 
terest in the Baigas became Raghu’s life-long 
mmmitment to them. 

Raghu was with us when we visited Ikntar. 
Hie showed us the place where Eiwin built 
lis hut. “Eiwin sahib knew the language of 


a white sahib could ipeak dtefar tangoage 
with fluency. The sahib used r^kta nata (kin) 
terms for the people He talked to them in 
great detail, asking each and every thing. If 
he did not understand what the Baigas were 
saying, he would keep on probi tg till he was 
satisfied. He loved dancing with them. He 
would enter their kitchen, ai.d eat w hatever 
was offered him. Sometimes in the rituals 
of aorcism, he would take a slick and walk 
as if the Dev (the ‘supernatural power’) had 
entered him. Thruuj’Iiout the hard journey, 
he never fell lU, except for cold and cough. 
He loved smoking, and generously gave 
tobacco to the Baigas He was very fond of 
women.. 

I had carried E Iwm’s The Baiga with me 
to the field. Being involved with the people 
for the whole day, and then working with 
Raghu tilt almost midnight, I hardly had 
time to glance through Elwin's monograph 
of SSO pages. Once when I was listening to 
some episodes from Raghu’s life, it occur¬ 
red to me that a few names in his early 
descriotion were familiar to me. And I decid¬ 
ed to show the photographs of the Baigas 
in Elwin’s book to Raghu, just to freshen his 
memory of his past friends and elders. He 
could identify some ot them quite well. 
Moving front one plate to the other, Raghu 
would state one or the other prominent fact 
about the person he lecognisol, such as ‘he 
had two wives’, ‘he died of TB’, ‘his children 
did not survive’. 

Gradually, we moved oh to the plate fac¬ 
ing page 256 of the book. The title of the 
plate was; ‘Bhumia girl with characteristic 
hemispherical breasts and large sharply 
defin^ areolae’. Raghu looked at it; he 
became grim and thoughtful, and did not 
utter a word. I asked him if he recognised 
her. That was the first lime in our conver¬ 
sation, extending over so many days, that 
Raghu did not respond to roy question. I 
quickly moved on to page 264, the plate fac¬ 
ing it showed two well-covered Muria and 
Bhumia gills. 

Could Raghu have identified that woman? 
Was he reminded of a painful experience? 
Was that woman related to him in putative 
kinship? What made Raghu quiet? 1 was 
pu/rled. I repented showing the book to 
him. After this 1 was not enthusiastic about 
displaying the plates to Raghu. Quickly rif¬ 
fling the pages I asked fewer questions, and 
Raghu gave bricfci replies. After some time 
he returned to his normal self, and our con¬ 
versation continued on the same note. 

Raghu's pensiveness quizzed me I could 
not muster enough courage to query him 
After a couple of days when I found him 
in a cheerful mood, 1 gently probed him, 
"Raghu, what happened to you when you 
saw the picture ot that Bhumia girl in Eiwin 
sahib’s book?’’ Raghu was forthcoming, 
“sahib, there is one thing I want to tell you. 
Please don’t feel offended. I know how 
much you admire Eiwin sahjb. I am also in¬ 
debted to him. He was a great man. But, 
sahib, he always wanted to take pictures of 
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use<l to call beautlAtl women of the viSage 
with their husbands. He gave them mohm 
(liquor) to drink. Then he told the men he 
would pay their f they permitted him to take 
pictures of iiu i vtves with aposed breasts. 
You SI . sdliib these Baigas were poor 
people. Some ,iien agreed to Eiwin sahib’s 
proposal. 1 h.'t. they otdered their svomen to 
stand or sit with their pallu (the part of dhoti 
used to covet breasts) thrown down. The 
women had to agree. Otherwise their men 
would beat them!' He stopped for a while 
to measure my reaction, and continued, 
“sahib, you have seen so many women hem 
Young, old, married, unmarried. Even a 
small girl covers the upper part of her body. 
Some don’t weai blouses, but still cover 
themselves with their dhoti. They don’t wear 
a blouse not because they don’t want ta 
They don’t have a blouse to wear”. And after 
a pause, he said, “sahib, you remember 
showing me the picture of that Bhumia girl. 
She would nevei walk like that in the 
viUage.”^ 

XIV 

After disclosing what be imtially thought 
would offend me, Raghu felt ’light’, as he 
told me later. But what made him tight’ 
made me ‘heavy’. Did Raghu lie to me'’ But 
why should he? He would gain nothing by 
disclosing this about a person for whom his 
respect was unmatched; his yardstick for 
measuring a ‘field worker’ was Eiwin sshib. 
As an aperienced field assistant, he once 
advised me, “sahib, you should work like 
Elwm sahib. His devotion to people was 
always talked about” And he also remem¬ 
bered giving the same piece of advice to Ray, 
with whom he worked fur six months. In ac¬ 
cordance with the anthropological advice to 
cross-question the informant in case the first 
set of replies failed to convince the ethno¬ 
grapher, I asked Raghu, at different inter¬ 
vals of time, about Elwin’s strategy of seek¬ 
ing erotic pictures. His replies were the same, 
and his memory had not faded. My efforts 
to trace old people in this area who could 
substantiate Raghu’s desenption failed, and 
] had no option but to treat it as the ‘state¬ 
ment of fact’ narrated by a person who 
‘claimed’ to have ‘worked’ with Eiwin for a 
period of six months, in two sessions. 

Exoticisation apart, the pivotal intention 
of an ethnographer is to describe the native 
life as faithfully as possible, covering every 
aspect of thdi synchronous (and, if possibly 
historical) living. Such a holism encom¬ 
passes every aspect, including the ones that 
may be tabooed or secretly guarded in the 
ethnographer’s culture. Thus, sa—being an 
outstanding cultural fact of man-woman 
attraction as well as the perpetuation of the 
species—needs to be documented in its 
myriad aspects like saual myths and 
folklore; sauai postures and symbols, sauai 
aberrations, etq notwithstanding the cultural 
milieu of the ethnographer where sauality 
might be brutully suppressed. Thus, if there 
aist myths of ‘vagina with teeth’ or local 
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recorded with all details, howsoever di$> 
tasteful they may be to the ‘puritan’ 
invKtigatoi If there live naked men and 
women, and the ethnographer thinks that it 
IS just not enough to say that ‘the people do 
not wear anything*, the people may be 
photographed in their ‘natural state* But, if 
I he monograph becomes an ‘encyclopaedia 
rrotica’, or the ‘credulous’ and ‘simple* 
people are bribed or persuaded to pose 
naked for the well-covered people, who 
would receive pedagogic romanticism and 
sexual excitement by seeing anthropological 
photographs and reading anthropological 
dcscnptions, it is not only that the virtuosity 
and trenchancy of anthropological works is 
marred, but anthropological honesty is also 
leopardised 

1 believe that honesty in terms ol extras 
ting information is cardinal to anthro 
pologiCal work An anthropologist does not 
invent the cultural facts, he simply describes 
them, as plainly as possible And, then, 
interrelationship between the battery of facts 
IS sought in terms of what the anthropologist 
thinks the most heuristically sound 
paradigm [Clifford and Marcus (eds), 1986] 
In the process of collecting tacts- and the 
experiences of people—the ethnographer s 
lubiectivr predispositions are nothing short 
of conditioning variables An ethnographer 
discovers himself by comparing or con 
trasting hts cultural endowments with those 
under study Asking questions and living 
with the people make him reflective about 
his own culture Things people have never 
thought of, or events they have forgotten 
ire systematically pondered over or 
remembered, as the case may be, in the com 
panv of an ethnographer Anthropological 
field work is educating, fur the anthro 
pologist as well as the local populace It is 
in experience for both It there is an in 
xtricabie relationship between the personal 
xpertences of the investigator, his peisonali 
ty make-up, the moments of loneliness all 
Hhnographers pass through, the ‘objeciiticd’ 
reality amenable to observation, the infoi 
nations elicited from the people and the 
wents—sometimes horrifying like flood, 
spidemic, war—which both the cthno 
jraphers and the people face collectively, it 
s difficult to understand how an anthro 
wlogist IS able to dichotomise his field ex 
yerience into ‘private self and ‘public self, 
with the former yielding lotiings in the diary, 
ind the latter generating ‘wealth of data’ 

Since ethnography is a joint creation of 
he anthropologist and the people (Marcus 
ind Fischer, 1986] —it is not the 
inthropologist on the people but it is the 
uithropologist and the people-its first 
readers should be the people themselves If 
he people do not see their pictures- 
lowsoever naked they are—and do not read 
vbat IS written on them, and thus do not 
hicover themselvei in anthropological 
works, the aim of ethnography as a loint 
neation stands defeated W; cannot take 
ibeltcr under the impbcit assumption—still 


prevawm in scrnic cxhi oi om oucipmie— 
that the people we study are ‘pre4iteratef, 
thus what we write on tlwm is beyond their 
purview rhe consequences of de-colonisa- 
tion have taught us that neither can we 
nurture paternalistic attitude towards the 
people, nor can we assume that the people 
may never read what has been written on 
them If wc also think that anthiopology can 
be a guide to action, besides being the 
mutual interpretation of cultures, the actual 
actors carrying out the action should be the 
people themselves Therefore, it is all the 
more important that the people share what 
the anthropologists write about them, in 
their association and several residual 
memories 


XV 

The Baigas arc wonderful dancers 1 heir 
dancing team is on the list of probables for 
the Republic Day celebrations For entertain 
mg ‘officials’ coming to their area, the Baiga 
dancers arc sponsored In then cultural prac 
ti(xs also, dancers of one sex of a village visit 
the other, where they have a whole night 
dancing session with dancers ot the other 
sex Although it is customary to wear danc 
ing costumes, wc weie informed that this 
rooie could be easily flouted Only on 
‘ceremonial occasions’, which also included 
the entertainment programmes for the ‘of 
ficials’ and other ‘big’ people, tht dancers 
came properly dressed lor the occasion 
Dadar Tola had a special site where the dan 
cing sessions took place, but during our 
sojourn in the village, not a single dancing 
session was held Perhaps the inclcnicnl 
weathei the extremely cold nights were 
partly responsible for keeping the people 
home 

One day the resident forest officer of 
C hai ha asked me, “Have you seen the Baiga 
dance’’"’ “Not yet, but there is plenty of time 
Wc’Il see It some da^’ 1 said “I shall be 
going to Dadar Tola this evenmg Why don’t 
you come along with me'’’’ I seized this op 
portunity to start a conversation on the at 
titudes ot the forest officials towards the 
Baigas “Please meet me aiound six in the 
evening!’ the forest officer fixed the appoint 
ment As scheduled, he came with the two 
Baiga teachers—Budh Singh Maravi, the 
first Baiga to be educated, and his second 
Wife’s brother, Arjun Singh Dhurvi 

Working through ‘proper channel’ he told 
the Baiga teachers to help arrange a dance 
that evenmg I told him that in case they had 
already prepared to dance, we would stay 
for we did not want them to specially ar 
range a dance for us “Let them dan e when 
they want to Why make them dance just 
because we arc here'’’’ But authority is not 
accustomed to a negative reply The Baiga 
teachers were fully set to marshal the locals 
for a dance Perhaps they wanted to please 
the ‘official’ and us, or they wanted to ‘prove* 
that they were ‘powerful’ in every village, in 
spite of their singular village affiliation 

The message was sent to various houses 
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dancers A place—the courtyard of a 
house—was sdected for the dailcc session, 
and with this began a commotion in the 
village I could sense their reluctance. The 
efforts of the Baiga teachers came to nought, 
very few people assembled, most of them 
aged And no woman came Frustratingly 
I told the ‘ 0 ‘ticial’, “Leave It, let the people 
rest’ “Please wait They dance every day, 
they will dance today also!’ came the reply 
My helplessness manifested itself All this 
trouble for us' The olficial’ mildly re¬ 
primanded the teachers, “What is this’’ 
Hurry up*’’ 

All those assembled sat around the fiie 
warming their hands and feet in an hour 
or so, some young men arrived and on the 
repeated insistence of the teachers they 
bioughi their musical instruments Their 
mental preparedness was conspicuously ab¬ 
sent T he elder teacher, Budh Singh, lectured 
to the assembly, 'We have to keep our 
culture alive We are famous for our dances, 
our music, our songs Our teams have gone 
as far as Delhi to proclaim that our culture 
IS rich and varied” A man intercipted, “But 
you have always sent people from your 
village” “TTiat is another mallei!’ Budh 
Singh continued, “Now if you don’t dance 
what impression will these sahibs from Delhi 
carrv who have come to meet you” Then he 
requested an old man to exhibit his art he 
was famous for imitating the sounds ot 
various animals and birds His mimicry 
relieved the pent up tension Peals of 
laughter shattered the earhci gnm quieti 
tude Old durries were spread out lot us in 
the courtyard, but the younger members ot 
our gioup preferred to sit on the floor Intel 
a cot was spread for them as the diKloi who 
penodiealiy visited the village from Bajag 
had told us that seabies was veiy common 
in these villages its mites living in the 
garments, blanket’- and bed linens 

The old man s performance mtrtased the 
preparedness of people and Budh Singh 
asked the young men to stand up and 
prepare tor karma one of the Baiga dances 
The drummer was tnstiucled to start play 
ing But the women were conspicuous by 
their absence Since they formed an essen 
tial part ot the karma dance, word was sent 
out again And with great persuasion, six 
women arrived Two of them noticeably 
pregnant TVwo had infants tied to their back 
One was a middle aged woman, the last was 
IS early teens Obviously the rigours of the 
dance would have serious repercussions, I 
was doubtful and fearful “C an’t wc have a 
dance of the males only'’” I asked the 
teacher “Don’t worry The Baigas are tough 
people” 

The dance began, and euphoria built up 
The lines of the accompanying song were 
sung fi St by the male dancers, who held the 
arms of their neighbours, and then by the 
women The rows of the dancers moved 
hemisphertcally, and often these groups 
came in close proximity Sexual allegories 
and metaphors were clearly evident in the 


178 


Economic and Political Wsekly June IS, 1991 



iNKtt tf OKI i6«|, Tiw <i«ahm »to pU' 
deipuied, and Iheir vigour was unparailM 

My heart went out to these women who 
perforce came to perform, since young, 
unmanned or newly married, or issueless 
girls refused to comply A child fastened to 
the back of a woman started wailing The 
VifficiaT, sitting next to me, was completely 
oblivious to the aesthetics of dance, he 
simply wanted to prove that the people 
danixd to his tune. After the first dance was 
over, I told the senior teacher that we had 
found It very entertaimng and enjoyable and 
that we would now hke to leave I thought 
that after our departure, they might stop 
dancing and the women could then go back 
to the security of their homes Budh Singh, 
the semor teacher, immediately retorted, 
“Should we assume that you did not like our 
dance, and therefore you want to leave' 
Please wait for some more time The ‘heat’ 
of dance is just generating These Baigas will 
dance like celestial nymphs (apsaru)" 

It was clear that he was making a distinc¬ 
tion between his Raiga self and that of the 
others The forest official whispered to me, 
“ rhe other dames will be the same, the same 
movements, the same pelvic, swinging If vou 
have seen one, you have seen all" On the in 
sistence of Budh Singh we sat through a 
number of dances, the sexual allusions in the 
songs embanassed me greatly 

\VI 

While working on simple societies, 
anthiopologists arc keenly interested in ac 
cumulating the local material objects for 
then personal collections or museums 
Some ot these objects are gifted to them 
others are purchased from the local people 
I had also atquiied a bow and an arrow from 
a guma of Kandavani, paying him five 
rupees for both the objects From Silpiii, 
1 got a catapult, again for five rupees I was 
also keen to acquire a Baiga necklace 
{kanthi\ I asked Raghii if he could request 
a Baiga to make the necklace foi me, and 
I would pay him for the things needed lot 
the necklace, and also for the laboui Raghu 
requested a man from Ihntar to make one 
for me, and the ‘work’ was readily accepted 
by him 

One morning two men one old and the 
other young—came to meet me 1 he young 
man was from Tantar, and he had brought 
the necklace for me. It was beautifully made, 
and I paid the amount he asked for The old 
man, who had come with liim, was from 
Silplri He started telling me about his fcsci 
which had not abated even alter having tried 
all the available treatments shamanistic as 
well as dispensary—since the last two 
months When I was talking to him, Raghu 
also joined us Of course, bcilh my guests 
were known to Raghu The Silpiri man was 
very vocal, and I thought of talking to him 
for some more time In the course of our 
conversation, he invited alt of us to his 
village to witness a Baiga dance He also said 
that every evening they had dancing and 
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vitation, promising to be in his viilage by the 
evemng But he said that he would himself 
take us to his village After talking to me for 
a couple ot hours, the Silpin man left to en¬ 
joy foe rest of the da> with Raghu and other 
people 

In the afternoon the doctor came to 
Charha on his visit After Tinishing his work, 
he came to call on me 1 spoke to the doctor 
about the illness of the Silpiri man “You 
see, professor sahib, these Batgas don’t take 
medicines regularly I hey come to us when 
the sickness advances Before that they dc 
pend on the guniyoi Venereal diseases are 
very common in this area So are dysentery, 
malaria and tuberculosis Almost every one 
sutlers from skin ailments Pregnant women 
are given iron capsules, but they nevei take 
them The Baigas tear hospitalisation Once 
a Baiga was admitted to the labalpur 
hospital He ran away from there with the 
glucose bottle After having traced him in 
Baiga Chak, we asked him the reason of ab 
seconding from the hospital His reply was, 
‘How could 1 have lived there'' There was 
always daylight there How could I have 
slept'’ As the hospital lights were always on, 
he thought that that place was without night 
So, they are primitive'' You kindly advise 
them to come to us in the initial stages of 
illness, and lake medicines regularly;’ the 
doctor churned out the usual medical ad 
vice clothed in widely prevalent stereotypes 
about the people 

In the evening wc started for Silpiri 
“Should we take something for the people'” 
I asked Raghu ‘Sahib, please buy some 
packets of tobacco loi the danecis and other 
people,” and alter a pause Raghu added, 
' You may also give then mutiaddotn (head 
man) a token gift ol twenty one or thirts 
one rupees’ 

It was at least two houis alter our arrival 
m Silpiii that the d incc began flic dancers 
were ceremonially dn>sed, and there were 
many female dancers as were males I was 
told that they were ‘prulessional’ dancers 
More musical instruments accompanied 
singing and dancing I here was a separate 
choir of singers I anierns radiated bright 
light The people wcic cheerful It seemed 
that they really wanted to dance, not for us 
but for themselves It was an organised 
attair, the spontaneitv wi saw at Dadar lola 
w is absent heic Aftci every pertormance 
ihi dani.ers the musicians, and the singers 
I sted lor a while. Most were smoking the 
tobacco which Raghu had geneiously distri 
billed on oui behalf Almost everv one was 
diunk, and a heavy smell ol moftua enguUed 
ms senses and the stench filled my nostrils 
whenevci their lips moved to talk to me 
Surprisingly, the teetotaller Raghu had also 
consumed some liquor, and to conceal this 
tiom me he often covered his mouth with 
the loose end of his d/iot 

One performance followed the other In 
total wc were enterumed, or the people 
entertained themselves, with seven dances 


times, as the fomciaT had tow me in Dadar 
Ibla, but each had its specific charactenstics 
and nuances, although the row of male 
dancers remained distinct from the female, 
and the drummer always stayed between the 
two lines of the dancers in all the dances 

Once realising that the dancers were tired, 
we decided to leave On Raghu’s suggestion, 
I approached the headman of Silpin, a 
young man, thanked hun for the excellent 
performance that we had the honour to 
witness, and customanly presented a sum of 
thirty one rupees to him, to be distributed 
among the darners We were about to leave 
when the man who had extended Ibis 
hospitable inviUtion, came to me and said, 
“Please give some more money to the 
dancers After all, they are like your 
children” I handed over another thirty-one 
rupees to h<m, and said, “Please, that’s all” 
But It was not enough he and also some 
other men started saying loudly, “We are 
poor We have nothing to eat No one cares 
for us Give us more money Wifll be grateful 
to you” I was encircled by the people Some 
men and women were asking the female 
dancers to approach me—some giils came 
towards me, pidms stretched out, entreating, 
begging, appealing, “We have danced for 
you, please give us some money” A coup e 
of them also tried to touch my feet 1 was 
non plussed, Raghu was trying his best to 
appease the people, "The sahib is not a 
Dhanna Seth (a rich man) kindly auep. all 
that he is giving you gratefully" While I 
stood motionless, my hands frozen m the 
pockets of my coat, and my mind register 
mg incessant plaints tor ‘more monev’ in 
male and female voices I heard Raghu 
repeatedly reiterating, “The sahib is a 
teachei He has come to live with you He 
IS not a rich man He has given you more 
than his pocket allowed and where are 
you''” He was looking tor the man who had 
invited us to Silpin ‘Why don’t vou tell 
them that you invited the sahib and his 
group'” Oui host, the Silpin man came 
Jose to me, “Please give them another fifty 
one rupees, and 1 shall quieten them” 1 
followed his advice, and wc started walking 
out of the village, perceptibly depressed and 
upset at this display As far as I remember, 
I did not offet my salutations to the people 
before leaving Along the way, Raghu pro¬ 
fusely apologised for their sudden outburst, 
at times, he was enraged, threatening to take 
the matici to the formal body of the Baiga 
community I consoled him and tried to 
quell his agitation, 'Don’t worry about it 
Iry to forget all that happened When yoii 
go to Silpii I again, coolly talk to the people 
about their behavioui Convince them that 
then overt display displeased their guesis 
and was undesirable” 

WII 

‘ But arc they to be blamed*'” 1 asked 
myscli Sukh Ram asked for two bottles of 
daru (liquoi) m return for information on 
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to Didv Ibla, who came to meet a local 
lieaier, ariced for a packet oi tobacco in ex- 
chaiife for knowledge of how he became ira 
potent after he annoyed one of the local 
deities A woman in a house where ear- 
piercing ceremony was taking place, asked 
me to buy some bangles for her Another 
woman told me, “You ask so many ques 
tions, but never give us any money" And I 
remembered a man in an Oraon village near 
Ranchi, who asked me for eight annas before 
he told me how his marriage took place In 
all these situations, the ethnographei is 
miserably placed He can always put this ‘ex 
penditure* under the heading of ‘miscel 
laneous’ or the ‘rappoit-cstablishmcnt 
budget', but what dues the ethics of an 
thropolugical field work say in this context 
How tar is it advisable to distribute tobacco 
to the people to gain friendship' Or, should 
an ethnographer distribute gifts to gam 
access to information*' 

If anthropology is, on the one hand an 
interpretation of cultures, it is equalls a 
critique of the development programmes 
modernisation, and the inequality that lias 
resulted from them Much of the ‘begging 
and 'demanding' behaviour of the people 
owes to the fact that they see an an 
thropologist as a submissive, nevertheless 
‘powerful’ and ‘resourceful’ person, but lame 
in terms of the exercise of ‘power’ 
Alongwith this relationship between the an 
thropologist and the people, development 
has not altered the povcity stticken situa 
tions in which the people aie placed lor 
decades together 1 he gams of development 
are urban-concentrated, little of them flow 
tng to the rural areas, and those which do 
reach the villages are monopolised by the 
already existing minority that tends to 
become richer at the expense of the vast 
majonty In this situation, the people use 
this opportunity—of interaction with the 
outSKta's—as one in which some material 
gains might follow When they observe that 
the gams are not forthcoming, unless they 
make explicit demands, they unhesitatingly 
state wnat they expect II expectations re 
main unfulfilM, interview sessions may be 
thwarted, and all doors ot information clos 
ed to the anthropologist An ethnographer 
may go ahead with exchanging ‘little’ 
resources (tobacco, liquor, gilts) lor 
‘valuable’ data, but, 1 think, bv doing so he 
makes the task of future ethnographers 
much more difficult, and also this gives a 
new orientation to field work where ‘power 
of resources’ becomes central to 
data<ollection ^ 

XVIII 

A local 'ofTicial’ gave roe a hand written 
text on the Baigas He was certain that his 
*book’ would be extremely useful for my 
■ study Wntten m Hindi, it began, “The 
Aaiga people hate telling a he Once they 
open up you, they do not hide anything 
Yet, titen are reluctant to talk to strangers 
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doois on seeing an outsider la case an 
offlaal comes to their village, thar headman 
makes all the arrangements” And then it 
went on *o describe their beliefs, taboos, 
their relations with the Gonds, their folklO(e. 
dances, and deities It ended with a poem, 
titled ‘1 he Dwellers of Forests’, which can 
be taken as a good example oi how stereo 
typic images about the people are idealised 
Its Fnghsh translation could be something 
like this 

It’s neithei a town, nor a city 

Here live the forest-dwellers, 

the gentle and honest Baiga Adivasi 

I heir food is not urban, (they subsist) on 

corn soup and rice 

I hell laces die always happy 

with no streak of gloominess, the gentle 

and honest 

In the name ot Cultivation, the Baiga 
Adivasi onlv grow corn and sesame 
I hey spend their life covciing hall of then 
body 

By selling labour and wood, 
they bring home salt and chilli 
T hey receive closeness from the 
government otficials 
I heir relations with the forest department 
are family like 

I hey are counted as the national 
propel tv 

They sincerely follow the si hemes ol 
the government 

They are gentle and honest Adivasi 
I had just finished reading this text when 
Budh Singh came to meet me Interestedly 
he also glanced through some portions of 
this text, praised the authenticity of intoi 
mation, and immensely liked the poem that 
‘ ' ''ess on the Baigas as honest and gen 
tic “We are gentle and honest But we aic 
not preoared to change When 1 go to 
various Baiga llages telling the people to 
send their children to schools, they all say, 
‘We will* But when I visit them again, I find 
that no Baiga boy or girl from these villages 
goes to school The schools have been 
primarily opened foi the Baigas, but they 
don't understand this I tell them to comt 
out of superstitions and old customs, they 
never listen to me You see, my father’s 
younger brother, Moti Lai, was the lirst 
Baiga in Dhurkuta village to cut his long 
hair (chundi) fhis happened in 19S2 The 
caste council (panchaval) decided to expel 
him Only by giving some bottles of liquor 
as fine to the counal members, he was given 
back bis caste membership (jat milana) 
Now the situation has changed I tell the 
boys who are still keeping chundi to cut 
them, so that they look like human beings 
(manuihya roop dikhen) The panchayai is 
nut so powerful today as it used to be at one 
time I tell the parents not to get their girls 
tattooed all over the body, including the 
forehead Thftoomg is painful And also, 
other castes moke fun of us, our practices ” 

Budh Singh was m favour of furthering 
Baiga dances and songs, because they kept 


Ulc v'uivuns nvw«yvk« 416 w«ia •mvciihij 

critical of the diacritical marks the Baigas 
were identified with The theme of selective 
continuity has been advocated by vanous 
local leaders, cultural practices, looked down 
upon by the otheis, are urged to be given up. 
Often such movements pose paradoxes, 
which remair unresolved in the enthusiasm 
ot change lui example, the movement 
towards modernity advises women not to get 
themselves tattooed, but still the conception 
ol beauty is linked to tattoo marks, and it 
IS also believed that unless the karma dancers 
ail tattooed all over their body, they fail to 
evoke the same aesthetic response If karma 
IS to be preserved, but tattooing prohibited, 
the whole conception ol beauty and self¬ 
hood needs to be changed it is not uncom¬ 
mon even today to hear from the Baiga 
women “At least the gudna (tattoo marks) 
IS with us foi cvei, it will go with us after 
death” 

“The doctors don't stay here The phar¬ 
macist IS lorrupt If you don’t bribe him, 
he will not give you medicine All the 
teachers except Ariiin Singh, are outsiders 
They aic iiitcicstcd in seeking transfer from 
till place Budh Singh continued Unfor¬ 
tunately the deselopmeni programme for the 
people IS not endogenous If the local people 
art picked up and trained in elm institutions 
of science aits, nudicine, engineciing, etc, 
and then posted to their native areas, there 
IS more piobabiliiy that they would not only 
stay without bothering to be transferred, but 
also take their work and skills senously The 
pangs ot ennui and loneliness would be ab¬ 
sent once they an with their kin group, caste, 
and neighbourhood, with which they have 
multi stranded relationships “But educated 
professionals might always try to leave this 
forest and settle down in some other town” 
Budh Singh expressed his doubt when I tned 
to construct a model of endogenous develop¬ 
ment before him “There is no harm in tak¬ 
ing the risk, if at all it is involved here!' my 
voice was lull of optimism “If there is a 
Baiga doctor in Charha dispensary, we may 
vouch for his commitment more than when 
the doctor comes here from hundreds of 
miles, leaving behind his family, relatives, 
and friends” I hypothesised my conviction 
“I agree with what you say But who will tell 
the government*'” Budh Singh’s question 
was more important “Why don’t you write 
to the government? Why don’t you meet the 
officials in Bhopal*' Please ask them to come 
here and select the talents from us We will 
never shirk from our duties and hard work 
Even if the educated Baiga does not come 
back to his native plar^ at least he will in¬ 
spire several others to study You have to do 
tins for us”, Budh Singh had more faith in 
the anthrt^iologist After all he saw me 
‘powerful—as one who could approach the 
centres of power with more conviction and 
stronger voice. 

“This meeting with you has been extrenK- 
ly rewarduig”, Budh Singh congratulated me. 
“Ybu have come from the city. Still you are 
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know that every asthropologiM talk^ like 
this. He continued, *^0 cam for the 
people? 'Vbu must have been a Baiga m your 
l^vdous birth!’ he had couched in tiw Hindu 
idiom my anthropological concern for the 
Baigaa. 

"Please give me something so that 1 could 
always remember you”, Budh Singh asked 
as he was preparing to leave tor Dhurkuta 
As a memento of our meeting, 1 presented 
the very pen with which 1 had so far written 
my field notes and the diary 

(Concluded) 

Notes 

14 1 was in favour of transcnbing all our tapes 
in the field itself, so that queries and ques 
tions serendipity and hypotheses, that 
emerged from these could be probed further 
in the course of stior 

15 Also, see Flwtn [1939- 346-47) 

16 The literal meaning of Sun Mai is 'mother 
of hearing', and that of Kali Mat, 'mother 
of blackness' 

17 Compare these ideas with that of Plato and 
Rousseau, see Norris [1987] 

18 The Naga Baiga and Naga Baigtn, accor 
ding to the Baiga tradition, were the first 
human beings to be treated after the earth 
was saved from being engulfed by the 
demons Their lore further says that the 
creation of the Naga couple was to look 
after the earth—the mother earth One 
reason of the Baigas not taking to plough 
cultivation was that they did not want to 
pierce the 'breast ot the mother earth’ 

19 Raghu came to know thig I was interested 
m colleQing information about Clwm’s field 
work In lanuarv 1988, he went to kaninjia 
to meet an old man ot Ciond tribe He 
gathered a lot ot information from this 
Gond, and prepared a long document titled, 
Shn Hmn kijankan (‘Information about 
Shri Elwin’) in tins document, he describes 
how riwin got married to Kosi An in¬ 
teresting piece of information in this docu¬ 
ment IS that Elwin asked a gunia to exer¬ 
cise mohini mantra on Kosi Bai, daughter 
ot Partu Baiga 

20 Shaliiu Mehta (1988 49-50] wntes, "Rir the 
students of anthropology ‘Mandala’ and its 
neighbouring tehsil 'Dindori’ have been of 
stgmficant mierest from the time of Vnner 
Elsvin. Nabves of the region vividly leoollect 
Eatber Elwto's stay in the ‘Baiga Chak’ 
region, where he lilmost created a home¬ 
stead and a kind of mint-complex for 
hinuelf and his party on the pattern of 
Baiga living style There are innumerable 
tales relatuig to his exploits during his 
rendezvous over here, which Elwin hnnself 
may like to recollect as imperatives of an¬ 
thropological investigations or may be to 
pass it on to untried students of anthro- 
pology as ‘partiapant observation*. Local 
popuittion in fKt goes to the extoit of idoi- 
tifying as ‘Bwin syndrome’ by separating 
chlldm having bhiecyes and fair compiex- 
hm, of whom at least 16 are known to have 
been identified by the locals” 

21 1bquoteSaftR[drCUfroRl,1983],"lnfact, 


me soooiogisi ana ms rmm- lonn a 
couple where each one is tt> ^ interpteted 
through the other, and when the relation¬ 
ship must itKif be deciphend as a histoncal 
moment” 

22 A few days before our arrival to this village, 
a wild pig was killed with this arrow, which 
still had poison on its head Ikymg to feel 
the sharpness of the arrow-head, 1 touched 
It, and Its owner almost shouted at me, ‘‘%u 
should not touch it It has poiran, and may 
kill you” I immediately washed my hands 
with soap one of the students carried in her 
bag 

23 Elwin (1958 180] writes, "On more mun¬ 
dane matters the Baigas are less expert 
When the first engine came along the line 
into the district, a Baiga was found offer¬ 
ing it a black cock under the unpicssion that 
It was some evil spirit They are almost en¬ 
tirely illiterate” According to a Thbal 
Research Institute (Bhopal) report of 
December 1986, the percentage of literacy 
among them is 4 51 

24 In this context, see Das and Parry [1983 
790-91] 
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DISCUSSION 


Rural Poverty and Its Alleviation 
in India 

N Kakwani 
K Subbarau 


WH are happy to see a critical scrutiny of 
our paper [Kakwani and Subbarao 1990| by 
S Tendulkar and I. R Jain (TJ for short 
hereafter) (Tendulkar and Jain 1990]. 

The measurement of poverty involves a 
number of conceptual and practical diffi¬ 
culties. Many a time we ne^ to settle for 
second best methods because of non-availa¬ 
bility of appropriate information, l or in¬ 
stance, like most other researchers on Indian 
poverty, we have used pei capita household 
expenditure (PCHE) as a measure of hou.se- 
hold economic welfare. A better measure of 
household welfare will, of course, be the per 
adult equivalent consumption which corrects 
for the differing need.s of adults and 
children. But this measure cannoi be 
employed in Indian studies because the NSS 
data are available to rcscaichers only in 
grouped foim (the groups formed on the 
basis of per capita household expenditure), 
although the NSS organisation collects the 
expenditure data for each household. The 
grouping involves con.siderabIe loss of infor¬ 
mation which may lead to bia.scd estimates 
of poverty. To estimate poverty from such 
data, one needs to employ some interpola¬ 
tion device. Most Indian studies have 
employed a two-parameter lognormal 
distribution [Minhas, Jain, Kansal and Saiu- 
ja I9K7|, with the exception of Ahluwana 
(1978) who employs Kakwani-Poddei's 
[1976] Loren/ function. Since the NSS docs 
not regularly correct the income ranges in 
order to take account of inflation, inap¬ 
propriate interpolation devices may induce 
large estimation errors. These errors will be 
particularly serious when one uses a single 
density function such as lognormal to the 
entire consumption range. In our study we 
used a general interpolation device (Kakwani 
1980) which uses a diflereni density func¬ 
tion within each consumption range. 
Although this procedure is an improvement 
over tho.se employed by previous researchers, 
it is still the second best solution. 

TJ do not seem to recognise these and 
many other problems associated with pover¬ 
ty research in India. Had they appreciated 
these, they would have been more construc¬ 
tive in their evaluation of our paper; instead 
they adopted the negative approach of 
attacking—wrongly and unfairly m most in¬ 
stances as we shall soon demonstrate — 
everything in the paper. In what follows, we 
^pond to their criticisms not in the order 
chosen by them, but in order ot the impor¬ 
tance of the issues raised by them. These fall 
into five groups; (a) our choice of price 
deflators; (b) problems with the decomposi¬ 


tion methodology; (c) growth elasticities; 
(d) regression icsults; and (e) other miscel¬ 
laneous issues including validity of our 
conclusions. 

PRIC I OtKI-ATORS 

The central issues raised by TJ are (a) em- 
piiical inconsistency in using current prices 
tor calculating Ciini and Theil measures; 
(b) puce dcHatois used by us for mca.suring 
pos’erly arc inappropriate; (c) adoption of 
“coticcpiuall) more appiopriatc" deflators 
would vitiate our conclusions; and (d) data 
problems and alleged errors in our estimates 
of pel capita household expenditure (Pf'HF) 
growth rates. 

We first turn to the alleged empirical in- 
consistenev in using current prices lor 
calculating Gim and Theil's measures of in¬ 
equality. We used the current prices because 
both these measures are relative measures of 
inequality and, therefore, will not be aflated 
if per capita consumption of all households 
is multiplied by the same puce dellator. 
These indices computed at the current and 
constant prices will differ only if we assume 
that households with different per capita 
consumption have different price indices. 
The households in the current period can 
different price indices if the consump¬ 
tion patterns ol households in the ba.se 
period arc diflcient. If these differences are 
significu.14, wc must compute the price index 
foi each household. The price index ol a 
household with PCHh x in the base period 
will be 

m l‘l, 

!(*) - 2 - w, lx) (1) 

I I "i 

where w,(x) is the expenditure share of the 
ith commodity (i-1, 2, . , m), which will 

depend on x and PO, and PI, arc the prices 
of the ilh commodity in the base and cur¬ 
rent period respectively. Then the real in¬ 
come of that household in the current 
period, which we denote by x^ will be 



Ifx) 


where x* is the current per capita consump¬ 
tion of that household. In our study we 
assumed that w,(x) is independent ot x. 
which would imply i(x) will be exactly the 
same as that of x*. 

I-ollowing TJ let us assume that house¬ 
holds with dificrent income have different 
consumption patterns or in other words 
w,(x) IS not independent of x. Then poverty 
and inequality measures (and also per capita 


average consumption) must be derived from 
the distribution of Xg. Tb compute these 
measures, we must rank the households in 
the ascending order of their real income Xg 
but the available NSS data are ranked ac¬ 
cording to the current per capita consump¬ 
tion x*. If these rankings are significantly 
different from each other, one cannot do any 
meaningful analysis of poverty and inequali¬ 
ty. Even if the data were available for indi¬ 
vidual households, we could not construct 
fractile groups on the basis of the real 
household income because the households 
in the base period are not the same as those 
in the current period. Since we have no ex¬ 
cess to Jain and Tendulkar’s 1989 paper 
published in the Journal of Indian School 
of Political tconomy, wc can only wonder 
how they succeeded in measuring real levels 
of living lor different Iractiles. We conjec¬ 
ture, however, that they have constructed the 
fractile groups on the basis of tlie assump¬ 
tion that the ranking of households by Xg 
is exactly the same as by x*. If so, it would 
be methodologically a wrong procedure. 

Next, we tuin to the issue of inappro- 
pi lateness of our choice of price deflators. 
This is not a new issue; it was earlier debated 
by P Bardhan and B S Minhas in the early 
1970.S. TJ point out that wc have used the 
well established consumer price index tor 
agricultural labourers (CPIAI) for adiusling 
both the poverty line and the mean PC'HE. 
Recently Minhas, Jain, Kansal and Saluja 
11990) have worked out state-specific con¬ 
sumer price indices separately for the total 
ruial population (CPITR) and Minhas and 
Jain (forthcoming) lor the middle range of 
the rural population (CPIMR), They suggest 
that the conceptually appropriate deflaioi 
for the mean PCHE to be CPITR, and 
CPIMR lor the poverty line They argue that 
since wc have not used these “conceptually 
more appropriate” deflators, our findings 
and hence conclusions are wrong. 

At the outset we must point out that when 
we wrote oui paper, the alternative deflators 
were not available. The Minhas, Jain, Kan¬ 
sal and Saluja paper was published in June 
1990 whereas our paper appeared in March 
1990. Tlie Minhas and Jain (1990) is still for¬ 
thcoming. Therefore, TJ criticism for our 
not using these alternative deflators is un¬ 
warranted and unfair. Be that as it may, let 
us assume that this set of deflators were 
available to u.s. How much do we gain (or 
lose) by using these deflators? Should one 
choose a set of deflators merely because they 
are the latest to arrive on the shelf? 

While advocating use of two deflators, TJ 
have not comprehended the empirical and 
conciptual pitlalls. Their suggestion of 
course implies that there exist two 
homogeneous groups of households, which 
have different consumption patterns. Em¬ 
pirically, how should such groups be form¬ 
ed? One possible suggestion is to use 
CPIMR for the households which are below 
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the poverty line. Miithaa, Jain. Kansal and 
Saluja. [I987J have correctly argued that 
“methodologically spnking this is not a 
sound suggestion. The proportion of the 
people below the poverty line is a variable 
entity which itself is the very object of pover¬ 
ty measurement” 

There are conceptual problems as well. 
The correct procedure to compute the mean 
of teal PCHE is to find the mean of in 
(2). TJ suggest that the mean of real PCHE 
should be computed by deflating the mean 
of current PCHE (which we denote byl^ by 
CPITR, which is given by 


where 

m PI 

Uk) = i -w,. 

. I ■ 

IS the CPITR, w being equal to the average 
expenditure share of the ith commodity for 
the entire rural population. It can be seen 
that mean of x,, in (2) will be equal to x,^, 
only if we assume that w,(k) is equal to 
for alt I. Thus, TJ’s suggestion to compute 
real PCHE by deflating by CPITR implies 
that the consumption patterns of all 
households must be the same, in which case 
one deflator is good enough direct con¬ 
tradiction to their suggestion to use two 
deflators. 

We have so far examined whether or not 
it is appropriate to use the recently developed 
two price deflators. We now address the 
question whether it ts at all necessary to use 
more than one price deflator. It depends on 
whether or not the consumption patterns 
differ significantly across the PCHE ranges 
If they do not, the use of one price deflator 
is justified. It is desirable to test this 
hypothesis but it is a major undertaking 
beyond the scope of the present study. For¬ 
tunately, Minhas and Jam (forthcoming) 
have presented the price indices (CPIMR 
and CPITR) for the middle range and en¬ 
tire rural population, respectively, which 
throw some light on* the issue. The two in¬ 
dices computed by them for the years 
1972-73,1973-74, 1977-78 and 1983 do not 
seem to differ much as can be seen from 
their following numerical results at the all- 
India level; 



CPIMR 

CPITR 

Percent 

Dinerence 

197173 

121.9 

121.8 

-0.08 

197^74 

148.7 

148.1 

-0.40 

1977-78 

lUjS 

176.5 

-1.09 

1983 

m2 

283.3 

-0.46 


Although the differences are somewhat 
larger at the State level, they are still not large 
enough to alter the direaion of our results 
or the broad conclusions about poverty and 
inequality. 

It would thus appear neither appropriate 
nor necessary to use two deflators to con¬ 
vert the nominal PCHE into the real PCHE 


It amid mawmm 

disciitnon that while Minlwbt hMe made 
a valiant effort to improve the quality of 
price deflators, the new indices have their 
own limitations so that our reliance on 
CPIAL is not entirely unjustifled. 

This does not mean that CPIAL, the 
deflator used by us, is the best. A major 
objection raised against this is that the 
agricultural labour households constitute 
only about 30 per cent of the total rural 
population and the remaining 70 per cent 
(which include a large number of poor small 
farmers) may have quite a different con¬ 
sumption pattern. And, therefore, for pover¬ 
ty analysis Minhas et al [1990] have ad¬ 
vocated use of CPIMR which is derived on 
the basis of consumption pattern of the mid¬ 
dle income range in the base period, the 
argument that th^ CPIAL is inappropriate 
because it is based on the consumption pat¬ 
tern of only 30 per cent of the rural house¬ 
hold population is not that appealing. As 
a matter of fact, the CPIMR covers only 
those households which belong to the middle 
income range which comprise only 20 per 
cent of the total rural housdiold population. 
As such a large proportion of the poor is 
not covered by this index. 

Gaiha [1990] argues that CPIAL is the 
most appropriate deflator for measuring 
poverty. He makes two points in its favour. 
First, “agricultural labour households 
(ALH) are the largest occupational group 
among the rural poor; not only are the bulk 
of them poor but they also account for a 
large share of the rural poor”. Second, since 
' "ALH are typically net buyers of food, the 
CPIAL can be expected to provide a close 
approximation to the prices confronting the 
net buyers of food among the rural poor, 
which would be much larger than the share 
of ALH among the rural poor”. 

The most attractive feature of CPITR and 
CPIMR is that they are based on the con¬ 
sumption patterns observed in more i^nt 
years (1970-71) than the CPIAL (1960-61). 
The principal question therefore is: have the 
consumption patterns changed so drastically 
that CPIAL has become unusable? 1b 
answer this question, we again refer to the 
Minhas, Jain, Kansal and Saluja (1990] 
paper which presents CPITR based on both 
the weighting dkgranis, viz, 1960-61 and 
1970-71. We present their results at the all- 
India level but patterns at the State level are 
quite similar. 


1960-61 1970-71 Pier Cent 

Ufeighting Weighting Difference 
Diagnun Diagram 


1972-73 

121.3 

121.1 

-0.3 

1973-74 

147.6 

146.7 

-0.6 

1977-78 

173.9 

172.2 

-1.0 

1983 

274.8 

270.1 

-1.7 


These results indicate that the price indices 
do not vary signiflcantly when the weightitig 
diagram for the more recent year is used. 

This suggests that the differences in con¬ 
sumption patterns across different PCHE 


ference to the calcuiantk»o oiftbe coniunkr 
price indices. One woidd, therefore, expect 
the difference between CPIMR and CPIAL 
to be small because both these indices are 
based on the same retail prices. The values 
of these indices at the all-India level are as 
follows; 



CPIMR 

CPIAL 

1972-73 

121.9 

122.9 

1973-74 

148.7 

131.6 

1977-78 

I74A 

168.6 

1983 

282.2 

267J) 


It is puzzling to note that the diflerences bet¬ 
ween the two indices are quite large for the 
recent years. The calculations performed at 
the State level showed even larger differences. 
How do we explain these differenws? Since 
this is an important issue, it is worthwhile 
to understand in more detail how Minhas et 
ai 11990] have computed their rtew indices. 

The CPIAL series is constructed on the 
basis of 62 consumer items, of which 37 
belong to the food group, four to fuel and 
light group, II to clothing, bedding and foot- 
ware group and 10 to miscellaneous goods 
and services group. In the construction of 
CPITR and CPIMR, 62 consumer items 
were aggr^ted into 49 items (37 food items, 
10 miscellaneous and two item groups, viz, 
fuel and light and clothing, bedding and 
footware). As we do not know why and how 
this aggregation was done, it will be diffkuit 
to evaluate its effect on the price indices. 
Since the consumption patterns of the 49 
items were not available for the 1970-71 year, 
all these items were further aggregated into 
13 major groups (nine relate to food and 
four to non-food). The prices for each of 
these major groups were computed using the 
consumption patterns observed in the 1960-61 
year. The State-specifk aggregate consumer 
price indices were then constructed ftom the 
13 major group indices using the consump¬ 
tion patterns of households in 1970-71. 

The claim that the proposed indices 
(CPITR and CPIMR) are the best ones 
because they are based on the latest represen¬ 
tative consumption patterns as the weighting 
diagram is also not entirely valid because in 
fact the consumption patterns of househcrids 
of both years, 1960-61 and 1970-71, have 
been used. Assuming that the within-group 
consumption patterns are the same in the 
1960-61 and 1970-71 periods, Minhas et al 
[1990] make allowance for changes in the 
consumption patterns between the groups. 
TJ overlook the fact that this is a highly 
restrictive assumption. One would normally 
expect that the consumption patterns of 
households within the groups would change 
mote readily than between the groups. 
Because of changes in incomes, the substitu¬ 
tion of one food item for another food item 
may be more prevalent than the substitution 
of food for non-food. Since the within- 
group consumption pattern is assumed to be 
the same in the two periods and the between- 
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ittife^ it b not suiprbinc to find that the 
Minhiu et al indices do not vary much whan 
»lcutated using the weighting dtagramr of 
the two periods. 

Because the Minhas et al indices are 
:omputed on the basis of two weighting 
diagrams, 1960-61 and 1970-71, their com¬ 
putation of CPIMR is also problematic, 
^mce the income ranges are constructed on 
the basis of current prices, the households 
in the middle ran^ in the 1960-61 year may 
not have the same level of welfare and con¬ 
sumption patterns as those in the middle 
range of the 1970-71 year. This creates a 
problem as to which households should be 
selected in 1970-71 so that they are compati¬ 
ble with those selected in 1960^1. Moreover, 
CPIAL is the only index available for the 
most recent years 1986-87 for which the 
poverty estimates are presented in our most 
recent version of the paper [Kakwani and 
Subbarao 1990a]. 

Before we respond to the next set of issues, 
we recapitulate the discussion so far. Our use 
of the CPIAL is perfectly justiried; adoption 
of alternative price deflators as suggested by 
TJ, even disregarding the numerous concep¬ 
tual and empirical problems stated by us, 
would have introdu^ fresh, unknown (in¬ 
deed, unknowable) biases into the poverty 
and inequality estimates; the inferences 
drawn by TJ (their Thble 3) are consequently 
untenable; there are no errors in our com¬ 
putations and the data problems, we believe, 
are not serious enough to vitiate our con¬ 
clusions. 


The Decomposition 

This technique enables one to separate the 
impact on poverty of changes in average 
consumption and in its inequality. The pure 
growth effect is measured as the per cent 
growth in poverty if the mean PCHE were 
to change but the Lorenz curve remained un¬ 
changed. Similarly, the inequality effect is 
measured as the per cent change in poverty 
if the Lorenz curve were to change but the 
mean PCHE remained constant. Since the 
poverty measures are non-linear, the total 
percentage change in poverty will not be 
equal to the sum of growth and inequality 
effects. In the EPW version, the residual 
(usually called the interaction term) was 
combined with the inequality effect. In the 
recent revised version of our paper [Kakwani 
and Subbarao, I99()a], we haw separated the 
interaction term from the inequality effect.' 
Again, the direction of the results remained 
unchanged. 

TJ are at pains to drive home the point 
that this methodology does not permit one 
to establish causal relationships. It is quite 
obvious that decomposition is an exact 
mathematical relationship and, therefore, 
cannot be used for establi^ng causality. W: 
have ourselves pointed out this in our paper. 
Nonetheless, the methodology enables one 
to draw interesting inferences. For example, 
the inequality effect tells us whether or not 
growth in the economy is accompanied by 


poor. It should not, hovNvei; be tancfimted 
to ii)ean that growth isanai/tg • radiitribu- 
tion of income. Even if we do not knew what 
is causing the redistribution, it is nonethdess 
important to know whether or not growth 
is accompanied by a redistribution. FOr 
example, if the rdationshfp between growth 
rate and inequality effect is found to be 
significantly positive, we may conclude that 
the growth process tends to benefit the rich 
proportionately more than the poor, even if 
the causality is not known. Since the rela¬ 
tionship between growth and inequality is 
expected to be non-linear (Kuznets I95S), the 
correlation coefficient which measures the 
deviation.s from the linearity may invariably 
show that the variables are either not related 
or weakly related. In such situations, the best 
procedure is to use the rank transformations 
which have been found to be robust and 
powerful. In this section, we present results 
on Spearman's rank correlation coefficient 
to test whether there exists an association 
between the two variables. The test statistic 
where 

t ^ 

e being the rank correlation is distributed 
approximately as student’s t-distribution 
with (n- 2) degrees of freedom. This appion- 
mation suggested by Pitman [1937] has been 
shown to perform better than the usual nor¬ 
mal approximation (Iroan and Conover 
1978). Ibble I presents the correlation co¬ 
efficients between growth rate and inequality 
effect and also between growth rate and total 
poverty effect. The student t value is calcu¬ 
lated using 14 degrees of freedom. 

The correlations in Dible 1 suggest that 
ti.* «isociation between the growth rate and 
the inequality effect is positive and signifi¬ 
cant only in the first period (1973-74 to 
1977-78). Th: relationship became insignifi¬ 
cant during the subsequent periods. Thus, 


■pssssBae- 


tm poverty is .supplied only in the that 
period but not in the two subsequent 
periods. Although the factors that may have 
contributed to the virtual absence of this 
relationship in the subsequent periods are 
difficult to establish empirically, it is at the 
same time dinkuh to dismiu entirdy the 
role of anti-poverty interventiona iam^uc- 
ed in this pe^ eiqMdaUy because the scale 
and delivery of this effort stood in contrast 
to the piece-meal efforts of the past. 

The correlation between the growth rate 
and the total percentage change in poverty 
was found to be negative and significant 
during all the three periods (with one excep¬ 
tion being the poverty-gap ratio for the ultra 
poor during the 1973-74 to 1977-78 period 
when the cmrelation was not significant at 
5 per cent level). It implies that a positive 
growth generally tended to reduce the pover¬ 
ty. Ahhough these observations tend support 
to the trickle-down’ hypothesis, anti-poverty 
interventions may have pliyed an important 
role in suppressing the adverse effects of 
•income redistribution which might have 
itesulted because of the growth. The impact 
of the growth without anti-poverty interven¬ 
tions would have been smaUer as we observ¬ 
ed during the 1973-74 to 1977-78 period. 

TJ went to such a great length just to 
point out thaf the growth effect is more 
dominant than thp inequality effea. This is 
quite obvious from our rabies. An impor¬ 
tant observation made in our paper was that 
the inequality effect was generally positive 
in the 1973-74 to 1977-78 period but it 
became generally negative in the subsequent 
period. Thus, in the first period the 
redistribution of income increa^ poverty 
whereas in the second period it reduced it. 
Consequently, the proportional reduction in 
jMverty was greater in the second period 
than in the first period despite the lower 
growth rate in the second period. It is not 


Table 1: Rank Correlations between OaawTHltAiniNPBaCAPfiAHoijaBiiOLoBxnMHnna 
AND iNBOUAUTY andToial Povekty EFncrs 


Period 

Growth Rate and Inequality 
Effect 

Growth Rate a^d Iblal Poverty 
Effect 

Correlation 

t-vAlue 

Correlation 

t-value 



Head-count ratio poor 


1973-74 to 1977-78 

0A2 

32* 

-0.68 

-3.7* 

1977-78 to 1983 

0J3 

1.4 

-0.75 

-44* 

1983 to 1986-87 

-OJOi 

0.1 

-042 

-3J* 



Head-cout ratio uhia poor 


1973-74 to 1977-78 

0J8 

Z9» 

-0.59 

Z9* 

1977-78 to 1983 

-0.02 

-0.1 

-0.83 

-6,1* 

1983 to 1986-87 

0.04 

0.2 

-0.56 

-2.7* 



Poveity gap ratio poor 


1973-74 to 1977-78 

046 

34* 

-0.57 

-2J* 

1977-78 to 1983 

0.13 

04 

-0.79 

-3.1* 

1983 to 198647 

-041 

-0.1 

-047 

-24* 



Peverty gap ratio ultra poor 


1973-74 to 1977-78 

046 

3.5' 

-0.39 

-1.7 

1977-78 to 1983 

043 

04 

-0.68 

-3.7* 

1983 to 1986-87 

-0.06 

-0.3 

-0.53 

-24* 


No$r. Asterisk indicates that the correlation is significant at S per cem levd. 
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dav iMn wfay AeKConchi- 

liou do not fcdlow even de^pthvly from 
I careful'emminttkm of our tables. They 
repeatedly make critiditns without providing 
eqdanation. 

The decomposition proposed in the paper 
has important implications for the ‘trickle- 
down’ mechanism which is widely talked 
about by economists. Unfortunately, TJ 
dismiss this approach by calling it descrip¬ 
tive or non-cniud. They further assert that 
there are interpretational problems with the 
decomposition of which we are not aware. 
The authors make such critidsms without 
providing any esidanation. The only point 
on decomposition methodology raised by TJ 
is that depending upon in which year (base 
or terminal) Lorenz curve is kept unchanged 
the results an have very different interpreta- 
tkmai implications. This is a vdid point. The 
choice of the year is abritraty. 'fk chose the 
base year Lorenz curve because we felt that 
this was a natural choice If TJ provided a 
rationale for selecting the terminal year 
Lorenz curve, we would, of course, adopt it 
but we believe that there exists no such ra¬ 
tionale It might interest EPIV readers to 
note that the same authors have written a 
paper (June 1990 after our paper was pub¬ 
lished) using the same decomposition.^ 

Growth and iNEQUALtTv ELASricmia 

TJ argue that the growth and inequality 
elasticities estimated by us are of no value 
in the absence of an explicitly formulated 
economic model incorporating the mecha¬ 
nisms and processes connecting poverty, 
mean PCHE and relative inequality. We 
never implied that these elasticities would 
provide any clues to causality. Our aim in 
computing these elasticities was more 


modot. viz, tdenunine 
is a temporal tendency for thb poverty »t!o 
to exhibh greater (or lesser) responsiveness 
to changes in growth and inequality. The 
question ‘how’ growth was impinging on 
poverty was never asked. Of course; it would 
be nice to formulate an economic model 
which incorporates all the processes concer¬ 
ning poverty but such a model has to be a 
fully blown general equilibrium model en¬ 
compassing all the sectors of the Indian 
economy and their linkages to the foreign 
sector. ^ invite TJ to attempt such a model 
and throw light on causality. 

In this context, TJ also point out that the 
elasticities are point elasticities and, 
therefore, are conditional upon the points 
of evaluation which should be k^t constant 
in order to detect true inter-temporal 
changes. It seems that they have completely 
missed the meaning of these elasticities. It 
is true that the Engel elasticities are com¬ 
puted at a given point because they are 
geneially not invariant to the points at which 
they are evaluated. TJ are extending the same 
idea to the growth and inequality elasticities. 
These elasticities are computed from given 
income or expenditure distributions. They 
are in fact fixed for a given distribution. Any 
provided the methodology which can en¬ 
compass alternative assumptions. It is not 
clear whether TJ are criticising our assump¬ 
tion or the methodology itself. All economic 
models are constructed on the basis of some 
assumptions and, therefore, the conclusions 
emerging from them are never unambiguous. 
Thus their criticisms relating to oui elasticity 
calculations are unnecessary. 

The final point on elasticities made by TJ 
is that growth and inequality elasticity can¬ 
not be related to growth and inequality ef¬ 
fects. This is correct but we have not made 


, any.ittemi^''(o''t^if^^KliKTlQffl3ISff' 
measure the ies|g>iuiivimeM whereas effects 
measure the actual change due to growth 
and income ledistributioa. Elasticities are 
computed on the basis of openditure distri¬ 
bution for one year only whereas to com¬ 
pute growth and inequality effects we nmuie 
expenditure distributions in two periods. 
Both these concepts convey quite different 
information about the characteristics of 
poverty. The elasticities are useful for 
simulating the effect of alternative policies. 
But it is equally useful to explain the actual 
changes in poverty. It is puzzling to know 
what point TJ are making by alleging that 
we are relating the two concepts. On the 
basis of the magnitudes of inequality elasti¬ 
cities, we do make two statements: (1) if the 
inequality deteriorates during the course of 
economic growth poverty may increase ever, 
with a faster economic growth because of 
temporal change in them reflects the changes 
taking place in the income distributions. 
It makes little sense to fix a point of 
evaluation 

As pointed out in our paper, the computa¬ 
tion of poverty elasticity with respect to 
inequality is difficult because keeping per 
capita consumption constant, inequality in 
distribution can change in infinite ways, lb 
compute this elasticity we need to make an 
assumption as to how inequality is changing; 
for instance, whether inequahty t$ increasing 
by decreasing the share of the poor or in¬ 
creasing the share of the rich. In our paper, 
we have clearly stated that inequahty 
elasticities are based on a proportional shiff 
in the Lorenz curve and, therefore, are not 
unambiguous. This assumption may not be 
acceptable but one can compute these elasti¬ 
cities with alternative assumptions. We have 
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grawth and inaquaiity elasticitia are con- 
ndeiably higber for tte ultra-poor than for 
the poor im^ying that increasing mequality 
wiU hurt ultra-poor more than the poor 
Then TJ go on to say, "both the statements 
imply general reduction in mequality and 
not a particular characterisation used in B” 
This statement is based on the mistaken un 
pression that we related inequality effects 
and elasticities We made no effort to esta 
blish causality between growth, inequality 
and poverty It seems that T J have complete¬ 
ly misinterpreted what has been said in our 
paper 

DATa RtlAFED PROBLtMS 

TJ raised two other data related points 
They argue that 1977-78 NSS poses problems 
as It reports unusually high proportion of 
expenditures on durables at the top open 
ended class interval We have no access to 
their all India analysis of this problem, we 
did, however, look at this problem at the 
Slate-level asid found it relevant only for two 
States, Maharashtra and Rajasthan, and 
made appropriate adjustments It is worth 
stressing that a judgment on how serious is 
this problem is essentially a subjective judg 
ment Wrbeheve the problem is more senous 
in the two States mentioned The expen 
diture figures on durables in the other States 
did not lead us to suspect their accuracy T J, 
however, are right m pointing out that the 
adjustments made for Maharashtra and Ra 
jasthan in real mean PCHE have not been 
carried over to our decomposition exercises 
for period I 1 his was done in our revised, 
recent version of the paper Ikakwani and 
Subbarao, 1990a], and we found no change 
in the direction of results 

TI also point out that we have made some 
cakulation eiiors in computing PCHF 1o 
clarify our position, we only need to repeat 
the procedure we adopted in computing all 
India PC Hi We have adiusted the expen 
dilutes in current prices for each State for 
Stale wise price differences (both over time 
and across States) and then aggregated to 
derive all India real PC HL estimates Our 
estimates therefore, need not correspond 
with those all India PCHE estimates derived 
on the assumption that the price levels in dif 
ferent States are the same each year Mure 
over, our all India estimates of the real 
PCHE are based on the average for 1^ States 
whereas the published all India tables are 
averages for more than 15 States Ihus the 
observed differences in the numerical results 
are to be expected owing to differences in 
methodology and coverage they do not 
reflect lack of care on oui part but a lack 
of understanding on the pail of TJ about 
the procedure we used in estimating all India 
PCHE 

RKiRFSSIONS 

It IS quite obvious from <veii a casual 
reading of our paper that regression relation 
ships wnc not estimated to establish causali 
ty Our purpoae was again limited to testing 


the nyiMithdais svhetiier or 
a significant associatitm betswea ^ twte- 
btes If the assoaation u found to be 
statisucaUy msigmficant. It vKMdd moat Ittn- 
ly imply a non-eustence of causal idation- 
ship But if the association u stahttically 
sigrafleant, it would only mean monotoma- 
ty m the relationship between the variables 
One would then require further investigation 
to estabhsh causality This task could have 
been accomplished by using correlation 
coeffiaems But we used regressions because 
they immediately provided us with the 
t values 

OTHER IS&UbS 

Finally, TJ object to our use oi two point 
comparisons It is well known that NSS is 
now available only quinquennially and one 
can only compare five-year pericxls so that, 
contrary to TJ’s hope, there is no way one 
can get a complete time series for the 1970s 
and the 1980s. TJs references to the problems 
created by the dance oi the monsoons is a 
real one, but we disagree with their view that 
the years chosen by us are ‘teeptional 
years", espeaaliy whm analysis is conducted 
at a disaggregated State-level, we also do not 
see much logic m ignonng observations on 
the basis of such factors as the rate of in 
flation It IS worth stressing no two years can 
ever be “identical years" from the viewpoint 
of sectoral, macro, fiscal and monetary 
angles even if dau were available on a time 
senes basts, every year has some year specific 
factors associated with it Variation is the 
reality and it is the analysts’ job to aplain 
this vanation, of course with due regard to 
exceptional extraneous occurrences (such as 
the drought of 1987) We believe there was 
no such exceptional occurrence m the chosen 
years, we hasten to add that it is our per 
sonal judgment Moreover, punsts might 
argue—and TJ may be m sympathy with 
them—that we need at least 20 observations, 
and given five yearly surveys, we need to wait 
for a hundred years to do any meaningful 
analysis of poverty “trends” in India In that 
sense, we have no hesitation in saying that 
we do not belong to the category of purists 
The above discussion shows that there was 
nothing wrong with our methodology and 
the deflator chosen, causality was never im 
plied (let alone established) by us, the 
qualitative conclusions of our paper never 
theless hold good, that there were no errors 
in our estimation, and that I J’s suggestion 
of haste in oui publication is without any 
basis 

Nol»*s 

1 Wt have greatly benefited from diKussions 
Mith Maiim Ravallion who suggested to us 
to separate the interaction term from the in 
equality effect For an excellent discussion 
ot the deiomposition sec Oati and Ravalhon 
11990) 

2 I he drcomposiiion proposed by TJ makes 
little intuitive sense It is beyond the scope 
ot the present note to provide a detailed cnti 
que ot It 
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Seeing in Gestalt 

C S Lidcshitii 


THIS »in response to the conunents on my 
article ‘Mother, Mother-Community and 
Mother-Politics in Ihmil Nadu* (EPIV, 
October 20-27, 1990). I have read the com¬ 
ments of V Geetha {EPW, February 16) and 
Pandian and others (EPW, April 20) with 
interest and care because the critiques have 
come from a quarter whose opinions 1 value 
personally. My paper has been seen.as suf¬ 
fering from a severe bias against the Oravi- 
dian Movement in genera) and with a most 
pronounced bias against the Self Respect 
Movement. My political project has been 
seen as one intent on deliberately suppress¬ 
ing information and distorting history in the 
name of women’s studies. These are very 
serious allegations because the purpose of 
women’s studies is to add new perspectives 
to history, not to distort it. 

I have taken up identity-politics whose 
major determinant in this case is language 
in my opinion. Despite other determinants 
ot caste, religion and class, language is one 
determinant that has cut acro.ss barriers. 
The identity is established by returning, 
recreating and recasting terms, idioms and 
images a.ssociated with the language and the 
identity is sustained through linguistic con¬ 
ventions and associations. In the process the 
identity gets fixed in such fundamental ways 
that It has to work within this fixity and 
perpetuate this fixity. This results in an 
undynamic and uncritical way of perceiving 
culture justified as reverence for culture and 
the culture descends into unalterable 
specifics in terms of gender. My project has 
been to study biology, culture and identity- 
politics and understand how women have 
earned their maternal bodies through this 
politics as histoiical entities. The attempt 
was not to see women as victims of a culture 
and politics but to place them m a context 
and sec things in gestalt. I have attempted 
this as a Thmil woman whose growing years 
have been influenced both by the language 
and the ideas that have built the Ihmil iden¬ 
tity. If 1 have placed it under critical scrutiny 
now, I have done it with the same anger and 
ruthicssness wtth which Periyar himself 
questioned his cultural ‘heritage’. 

For the 1986 Women’s Conference held at 
Chand^arh I sent a paper entitled ‘Chang¬ 
ing Times and Women: Participation 
without Protest’. In it a paragraph reads: 

.. .The only persons who were raising ques¬ 
tions about what it is to be a woman at this 
point were those in the Self Respect Move¬ 
ment led by E V Ramasami Naicker, E Ve 
Ra, as he was known. He had a defiant way 
of raising questions that were basically meant 
to shock people; to shake them out of com¬ 
placency: to face reality. He felt that notions 
of motherhood curbed women’s freedom. 


Women must give up begetting children in 
order to be truly free, acoording to him (Penn 
En Adimai AnaP p 86), Many women who 
were in the Self Respect Movement acie con¬ 
vinced that religion that bound women and 
men who enslave women had to be tackled 
before any cry for .social reform Many of 
them gave fiery speeches in conferences 
organised for women in the movement. In 
a meeting where vmmen’s ficedom was the 
major topic only a hundred women came. 
There were, however, more than 2,000 men. 
Pointing this out, one of the most powerful 
speakers of the Self Respect Movement, 
Neelavathi, asked the mate audience what 
they had gained by enslaving women. She 
spoke again over a roar of protest. "What 
have you gained", she asked, “except enslav¬ 
ing us?’’. She added sarcastically that many 
Dimil poems speak about the beauty of 
vramen’s feet which are like flowers She told 
the men to buy them slippers at least. She 
said that a woman must be allowed to use 
umbrellas. They were protection against the 
rain, she said. "If your women hold it 
nothing will happen to their chastity”, she 
said bitingly (Audi Arasu, May 29, 1932, 
p 9). Slippers and umbrellas were not con¬ 
sidered important fur women probably 
because they were not expected to go out. 
When even these minor matters were con¬ 
troversial, It was no wonder that the Self 
Respect Movement urged the entire role of 
woman at home to be questioned. Not that 
there were no contradictions within the move¬ 
ment. Some ot their important women felt 
that education must not make the woman 
lose her feminine qualities or make her give 
up household chores (Repon on Women’s 
Conference, welcome speech of Tamarai 
Kanni Ammaiyar, Kudinoot (Coimbatore) 
1938, p 15) Bui the question of what is essen¬ 
tially female was raised only by the Sell 
Respect Movement at this time. The other 
women apart from accepting mothering as 
a woman’s mam role referred every now and 
then to mystical powers of Shakti that the 
woman possessed which was not seeming to 
do her much good 

Between 1986 and 1990 no dramatic 
upheavals have occurred to alter my position 
and turn me into a Oravidian-hater. 
However, I went back to the contradictions 
1 mentioned in passing in the paper, when 
I began work on a paper on 'Gender, 
Language and Identity-Politics’. It seemed 
to me that the women’s question was not one 
as it is very often referred to but a plurality 
of issues to which language added several 
dimensions. It was not just a question of 
liberation from oppression of a specific 
nature enshrined in religion, caste and 
culture which was made verbally explicit for 
everyone to see but a variety of issues aris¬ 
ing ftom the nature and mode of induction 
and participation in this politics of libera¬ 


tion i^aimcd as pdit Of estaUialtingg Ipedik 
cultural identity and the manner in which 
the problems have been’ named. When 
despite blatani visibility and naming, there 
is a fixity in identity along gender lines at 
a later Mage, one has to look beneath the 
visibility into hidden areas that were already 
leading to a pamrular denouement and look 
at what has gone along with the naming. % 
me it aptieared that language was a mRjor 
entry for women into identity-politics and 
with language came terms, images and 
definitions regarding gender. With the text 
of Penyar and other idealogues of the mtwe- 
ment like Sami Chidambaranar, there were 
several other strands running counter, 
parallel and intertwined, forceful and 
dormant at varying periods. Into Pertyar*s 
text was written his personal lifo because of 
his charismatic personality and because of 
the endearment ‘thandai’ to which he 
responded and because of the manner in 
which he had politicalised his person. 

I have tried to place these several strands 
of views, comments, activities and notions 
ranging from the sublime to the bizarre 
which work along and at the same time 
counter to the programme of Periyar of 
questioning essentialisation of gender and 
at the end, turn it on its head. (By the wqr, 
there were two paragraphs giving details of 
Periyar’s thoughts on mem liberating women 
and on Thirukkural which were left out by 
the typist in the final draft not with any 
sinister motives but because of oversight) 
It is in this context—-in the context of what 
seemed to be a radical programme descen¬ 
ding into specificities of gender—that 1 refer 
to Frigga Haug’s comments on division 
along gender lines and not to dub the 
members of the Self Respect Movement as 
Nazis. In no other reading of the paper was 
this meaning read into the paper. Regarding 
periodisation of the movement, from the 
point of view of the women of the move¬ 
ment I saw four phases of major impor¬ 
tance The initial phase of meetings; par¬ 
ticipation in the anti-Hindi agitation; 
Nagammai’s death and later; Periyar’s mar¬ 
riage to Maniyammai and later. The non¬ 
separation of the phases of the movement 
along the usual lines was because I was 
dividing the movement into phases which I 
thought was more relevant to the women 
participants. However, this pan of the paper 
may need alteration now to bear out my 
position more clearly, leaving no room for 
doubts. 

I am writing this merely to clarify my 
stand regarding motivation because there 
seems to be a feeling that I have ‘studied 
down’ Dravidian politics. Given the political 
times we live in where one's caste is mistaken 
for one's position I felt this clarification was 
immediately needed. A longer paper 1 am 
planning to write and hoping to publish in 
the EPW would, 1 hope, clear all other 
doubts. 
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8 774 496 61 

II 428 09146 

44 874 461 21 

291 292 12 
69 841 84 

44 162 144 40 


122 724 944 tl 


Original com— 
beginning of 
year 

Add Additkmf 
during the 
year 

Icsit Dcintonc 
during the 
year 

Lew Accumulated 
depiectaiion 

to Otter Aaaeta 

(I) IntcfCM accrued 
on invesimenic 
(il> Prepaid cxpcmct 
advance payments 
deposits ami antoums 
fcccicablc 
flit)Vehicles less 
deprctiaiion 

(h)StaiKmcr\ and sumps 
(s) Advance payment of 
tax and tax deduenrd 



II Non Banking Asacta 
Acquired fo Satiafactloo 
Nil of Clalnaa 


1944 748 167 44 


' I81*»S0 274 4111 844 748 167 44 



1690 451493 41 


19 741632 6* 


364 294 029 3< 


769^804 31 


IS 441 748 49 


41 218 647 44 


"^4 191 94 
84 004 12 


7| 078 "*71 00 


149406 393 71 


2 181730 273 94 


The accompanying mHcs arc an imrgnl pan of this sutemcni 
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SOCIETE GENERALE 

THE FRENCH AND INTERNATIONAL BANK 
(Incorpora^d m Prance w/tt Limited Liability) 
BOMBAY BRANCH 
PROFH AND LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31 1991 


(Currency Indian Rupee) 


1990 
(Notr 4) 

■ _ 

FXPFNDirURE 

1991 

1990 
(Note 4) 

INCOMF 

(less Piwislon made during the year for 
had and doubtful debts and other usual 
or nett ssary provisions) 

1991 


1 Intrnsi Knd un Drpmils 


no 498 SI4 (>8 

I IntircM ami Uisiount 

171 721 221 27 

96 S2S 240 97 

R<}rn)Wlng^ etc 

804 64 







12 640 9*^9 14 

2 C ommlKnon fcxchange and 


S 096 65H 7S 

1 sjUrics AllimjiKCs Providriu hund 
Bonin ru, 

8(K»i 'H 91 


Brokerage 

I7S09 0464I 




Nil 


Nil 


4 Dincron and IixjI Cimunittee 





44 2SO (K> 

Mtnit>ers fees amt Aliowanits 

P 800 00 


1 Net Profit on sale of Investments 








9 510 017 SO 

t Rent lExis Insuranit. Iighong eti 

6 08“' «)4 82 


mher Assets (not urdlled to n.s< rves 


621 O’G 90 

4 Ijiw < hifftrs 

82'' (H) 

1 1)4 244 44 

or am paitkular Fund or Acccnim) 

2 091 607 DO 

1 687 4S4 H2 

6 PnsiaRi lelrgnms and SMmp^ 

1 624 186 14 


4 Net Profli on revaluation ol Invest 






mems Gold and Silver Und 


ro (NK> IK) 

7 Auditors fees 

194 000 (K) 


Premises and other AmcI 6 (not 






(rcdited (o reserves or an> partitular 



8 Dcpmiation fin and npair<> to ihc 


2 640 IKK) 00 

Fund or Airount) 

Nil 

4 W SH** 

banking lumpany s pruprrt) 

4 ■'21 096 89 








6 inimne from non tuinklng Assets and 



V siaiiiinrry Priming AdvenlscmcniH 



Profit from Sale of or dealing with 


1 2S8 ■'89 r 

eii 

1114 SIS 62 

Nil 

SUih AMTtS 

Nil 


10 liXis tnmt sale ot or dealing with 


4 96 481 84 

■ Other Rcicipls 

1 940 718 19 

Nil 

non bulking awls 

Nil 





II Other Fxprndltuir (Including Head 





6 0S9 222 so 

Oflitr Suptrvision ( haiges) 

8 (MIR 440 22 




II 042 241 24 

12 Balanti of profit 

18 <i82 99(160 




1)1 no 442 02 

TOIAL 

I9<> 262 48> H" 

141 110 442 02 

TtnAl 

m> 262 482 87 


The Kcompanying noln air an imrgial pan iif this suunHni 
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SOCIETE GENERALE 

THE FRENCH AND INTERNAnONAL BANK 
(Incorporated m Prance witb Limited Liability) 

BOMBAY BRANCH 

NOTES AND SCHEDULES TO FINANCIAL STATEMENTS AT MARCH 51, 1991 


I Pnm.lp)U Miuuming piiliins 

(«) Cfcncnil 

The Miompuiying flnam.nl «atemrm« hate hetn preiund nn (ht 
Malorlcal ton baui and nmforai to tht UMiuurt prinitiont and 
pncticea prevalllnn in the luunir) 

(b) Tmaacilont Involving 1‘orelgn Ixthangc 

(I) Monetary atneu and llabllltKt hate hern irantlalidai iIh cathangt 
raiea ruling ai Ihe tluae of the tear 

(II) Imomeand expendiiurr items hit e been iransliti il it the txt hiitgi 
ritet ruling on the diu ol ihi trinwttion 

(HI) Prufliurli»tonuutnandlngiurwirdi.ontritithiti hirniiioumtd 
on an aiirual hatis 

(c) Invettmcntt 

Inveatmentt art valued it ih< lottir of lOti or mirktt tiluc 

(d) Advame* 

(I) PruviMinufordouhifoladvantethateheinmitk loiht tiiitlitilun 
of tht iuditon 

• In retpeti of idenlihrd idtamet biited on a perlodH ntieu of id 

vantei and after taking into atiouni Ibe ponton of idvamet 
guaranteed by the kxport (ndll and fFUiramei rorporiilon and 
■Iniilar atiiulory bodlet 

• In reapctt ol general idvamet bated on managenttni t ttnmaitt of 

potential expoauie and taking into aiiouni guidt llm t itaur d ht ihi 
Govemmini of India and the Rtstrvi Rank of India 

(h) Advantet an shown Net of Hills Ridistiutnud unikr tht New Bill 
Market Vhrme of ihr Reserti Bank of India 

(c) Fixed Ataeis 

(I) Fixed assets hate been aitoumid at ihtii hitiorical iiiti 

(II) Deprrsiailon has been protidtdim the diminishing haianit method 
at the following rales per annum 

Furmturc and flxturt s HI y 

Elecrrkal fltilnga and fixtures 11 a 

fcquipmems AS A A 

Motor vebkies At " 

(ill) Certain fixed assets whieh were protided without ehargi to the 
Bramh by Head Oflk e are imiudi d in ihew at i otinis at nominal value 
for the purpose of innlrot 

(f) Siafl Bcneflti 

Frmrlalon for graluliy is made on the basis of an atluanal saluatlon 
Fravlalon for pcralon beneflls is made on an aierual I asis Si parair funds 
for gratuity and pension hate been treated 

(g) Taxation 

The halamt of pnifli dm lost d in tht Prolii and loss \t touni is after pro 
vMon for taxes on intoim in attoidanie with siatuiory rti|uinmtnis 

J Ictmincfatlon paid to the ( hief fcxeeutivc (Ifflterfs) in India 


Marih AI 
IWI 
A60 

JiLMl 
W 7B-» 


A Sthtdult of Pamtulars of Adsantes Rqulred by the Banking Regulation 
All I9A9 


ItexhSi 

1990 


5ll 760 

6B.4I9 

Salary 

Perquialtet evaluated in aieordaiiic with 

Income tax Rules 


Marsh AI 
IWII 


PARTICI lARS 


A2A6A IIM AA 


rAI) HH 9AA •'0 


_ Nil 

blA (lib IHO All 


(i| Debts tonsiderid good in 
rcxpeit ol whiih the Banking 
A All 4AH 11)7 A6 < ompany is full) seeuird 

(II) Debts eonsideied good for 
whit h the Banking ( ompany 
holds no other seeurit) than the 

A2 A6A IIM AA debtors personal secunty 

(III) Debts tonsideird good aeeuicd 
by the personal liabilities of one 
or mote parties In addition to 
the persimal seeurity of the 

M) HH 9AA •'0 debtors 

(IS) Debts lonsidttrd doubtful or 
_ Nil bad not pro ided for 

IA (li b IHO AI) 1otal of adtarues 

(s) Dthls due by diretiors or of 
fleers of the Banking < ompany 
or any ol them cither seserally 
or loinily with am othtr 
iillt)J'’9A ptisons 

(SI) Debts due by tompanies or 
firms in whith the diretiors of 
Ihr Banking ( ompany are 
intritsird as diiecinrs partners 
or managing agents or in the 
ease of pris ate eompanies as 
Nil members 

(1 III Maximum total amiwm ol ad 
santts imiuding icmporary ad 
santts nudi at any time during 
Iht year to diicitors or 
managers or offieeis of the 
Banking ( ompany or any nf 
them either seserally or (islnily 
iAB HAD (19 with any other pciAons 

Isiii) Maximum total amount of ad 
sames imludlng lemponry ad 
santrt granted during the year 
to the eompanies or flims in 
whkh (lie dlicetors of the Bank 
ing ( ompam arc intermed as 
thrctiors partners or managing 
agents or m ihe ease of prisair 
Nil companirt as members 

1 0A7 bOI 00 (IX) Due from Banking C ompanies 


March AI 
1991 


A2I 692 241 68 


6 991IA3 61 


22A 69’ 9$l 91 

_Nd 

7« 280 927 20 


NU 

189 999 639 21 


4 Pnrslous ytar s flgures have hetui regrouped wherever netettary 
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SOCIETE GENERALE 

THE FRENCH AND INTERNATIONAL BANK 
(Incorporated in France wttb Limited LiabilUyf 

BOMBAY BRANCH 


<4i 


AUDITORS' REPORT ON THE FINANCIAL STATEMENTS 
UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 


We have examined the balance &hect of the Bombay Branch of Socictc G^n^ralt (incorporated m France with 
limited liability) at March 31. 1^91 and the related profit and los!> account for the year then ended Our 
exammation wait made in accordance with generally accepted auditing standard!* and, accordingly, included 
such tests of the accounting records and such other auditing procedures as we considered net essary in the 
circumstances We have also obtained all the information and explanations which, to the best of our knowiet^e 
and belief, were necessary for the purposes of our examination and have found them tt) be satisfactory 


In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 and the provisions 
of Sub-Sections (1), (2) and (5) of Section 211 and Sub-Section (S) of Section 12'^ of the Companies Act, 1936 
the financial statements are not required to be, and are not dratsn up, in accordance with Schedule VI to 
the Companies Act, 1936 The accounts are. therefore, drawn up in conformity with Forms A and B of the 
Third Schedule to the Banking Regulation Act, 1949 

In our opinion, the accompanying financial statements give a true and fair view of the state of affairs of 
the Bombay Branch of Socifte C^^erale at March 31, 1991 and of its pmfit for the year then ended 

Furthermore, in our opinion. 


(a) the transactions of the Bombay Branch which have come to our notice have been within the powers 
of the Bombay Branch of the Bank, 

(b) the balance sheet and the profit and loss account are in agreement with the books of account and give 
the information required by the Compames Act, 1956, in the maruier so required for banking companies, 
and 

(c) the Bombay Branch has maintained proper books of account as roquircd by law insofar as appears from 
our examination of those books 


ARTHUR ANDERSEN & ASSOCIATES 
Chanered Accountants 

Sd/- 

Vijay Sahni 

Bombay Ma> 30 1991 Partner 
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June 13. iwi 


MAKE AN INTEUIGENT MOVE 



EXEMPT YOUR 
CAPITAL GAINS FROM TAX 

INVEST IN 


CAPIIAL BONDS 


Long term capital gains from the sale of land, buildings, jewellery, shares etc. attract Income Tax. But 
there is a way out. Invest in IDBI CAPITAL BONDS, keep your capital intact and earn interest too. 

• Konits available al par throughout • Exemption upto Rs S laklv; from • At the ineestor’s option, interest 

the year Wealth Tax under Seetion S( 1) ftir the full period of 3 years can 

• E.\emption from tax on Capital ('''•hi .Section 5( 1A) of be paid in advance on discounted 

Gains under Section S 4 H of the Tax Act. 19S7 basis. 

Income Tax Act, 1%I. • Interest at 9% p.a payable hall • N(> deduction of tax at source. 

• Income tax benefit under yearlj , Outstation cheques accepted and 

Section 80L. cost of collection borne by IDBI. 


Wealth Tax under Section S( 1) 

(xvie) read with .Section 5( 1A) of 
the Wealth Tax Act. 19S7 

• Interest at 9% p.a par able hall 
yearl) 


ALSO CONTRIBUTE TO THE INDUSTRIAL DEVELOPMENT OF THE COUNTRY. 




For further details conuici the nearest IDBI office or write lo Manager 

INDUSTRIAL DEVELOPMENT BANK OF INDIA 

IDBI Tower. Cufle Parade. Bombav 400 OO'i Tel; 218 9111/21 
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■CONGRESS RETURNS TO 
BRAHMAPUTRA VALLEY 

■RACE FOR WORLD FINANCIAL 
LEADERSHIP 

1 IMAGES OF WOMEN AND THE 
FEMININE IN MAHARASHTRA 

■ TELECOMMUNICATIONS: 
OPTIMISING CUSTOMER SERVICE 

1 POLITICAL ECONOMY OF STRUGGLE 
FOR DEMOCRACY IN AFRICA 

■IMF-WORLD BANK RECIPE FOR 
SOVIET ECONOMY 


■ ANDHRA PRADESH: 

TWO ELECTIONS, NOT ONE 

MONEY AND MONETARY POLICIES IN LDCs IN 1990s 







National Institute of Rural Development, Hyderabad 
announces 

DIPLOMA PROGRAMME IN RURAL DEVELOPMENT MANAGEMENT (DRDM) 

With the mas&ive expansion of Rural Development activities both in govei nment and non¬ 
government sectors, there has been a remarkable increase in the demand for trained personnel to 
shoulder managcnai responsibilities It is realised that such development administrative cadres 
should have the ability to analyse and execute the programmes with empathy and concern for 
the pool and the dcpnved sections of the community NIRD has designed a 6 months Diploma 
Programme (with only three months full time work on-campus and three months off-campus on 
pioject work) to meet these specific needs 

Objective 

The overall obiective of the couise is to enhance the capabilities of the participants for 
more effective foinuilation of ruial development policies and piogramme management through a 
compiehensive understanding of the causes of under-development, process of development and 
piogramme implementation The emphasis in the piogramme would be on management of rural 
development efforts within and outside government 

Content 

The Diploma Piogiamme is divided into su modules, each constituting a paper (1) Concepts 
and theoiics of development, (2) Development issues, (v1' Rural Development Progiamnicj, (4) 
Piogramme Management Approaches,l5) Progiamme Management Elynamics, and (6) Project 
Report 

Eligibility 

The course is meant for middle level functionaries tioni government, banking institutions 
and non govcinment oigamsations A lew seats aie leserved foi students of ruial development 
both from India and othei countries Working knowledge of English is essential 

Diploma 

Diploma certificates will be given to those paiticipants who put in the minimum required 
attendance, pass the examination in diffcient papeis and submit the project leport within thiee 
months of completing the campus progiamme Those who complete the campus piogramme only 
will be given a ccilificate 

Duration 

Three months September 3 - November 23, 1991 (on campus) 

Pioject Report to be submitted by 28 Februaiy, 1992 

Course Fee 

The couise is offeied fiee foi officers of Central, State/Union Teriitory governments In 
respect of nominees of voluntary organisations, full scholaiship will be offered on selective basis 
Ilowevei, nominees of commercial banks and othei sudi bodies will have to pay in advance a 
couise fee of Rs 15,000 The course fee for participants fiom othei countries is US $ 1500 This 
includes cost of tuition, leading material, accommodation, boaiding and field visits 

For further details and course brochure write to: 

Di K C Alexander Telephone 245746 

Diiector (Sociology) Telex 425-6510 NIRD IN 

National Institute of Rural Development Fax 245 277 

Ragendianagai, Hyderabad 500 030 (India) 





Vol XXVI No 25 





tawMlaNMMor: SacMn auudhurl 


ihHey Outcome 149S 

^Ks Muted Oppoiition-IMF loan Real 
liucs-Mahatashtm Cangiest(l)$ Quarter- 
RisinsPnces Uncomptainins Victims-NRI 
Remittances Not Attractive Enouqh 
Arms Control US Double Speak 1496 

Companiet 1499 

^Hicy raMuiuvn 
financial leadership at Any Cost’ 

-D N Ghosh 1503 

:Mi Libcitica 
ndia and Amnesty 

-A G Noorani 1505 

Icperts 

^ssam Congress Returns to Brahmaputra 
Valley 

- Kamarupee 1510 

Kndhra Pradesh Two Elections Not One 

-M Shatrugna 1511 

>lanning for a National CommiSjion on 
Bhopal Gas Disaster 1513 

JeCentiing the Centre Page 
-P R K Rao 1516 

mages of Women and the Eemmine 
in Maharashtra 

Meera Kosambi 1519 

MF World Bank Recipe for Soviet Economy 
R G Gidadhubli 

Abhijit Bliattacfia'ya 15SS 

Pcripcctivct 

The Price of Security 

-S R Sen 1598 

lewicwt 

Mandalisation under British Rule in Bengal 
-GKLieten 1534 

Indian Industry Stagnation oi Growtfi' 

- S Nanjundan 1535 

tpccial Articict 

ttoney and Monetary Polity ir i DC* 
in the 1990s 
-Warren Coats 

Deena Khatkhate 153S 

Optimising Customer Service in Telecom 
Operations Beyond Holding Companies 
and ProtoCorporations 

-S K Bhattacharyya 1545 

Political Economy of Struggles for 
Democracy and Human Rights in Africa 
-Vbsh Tandon 1554 


=tom OEEENOUS to Consensus 
-Jyoti K Parikh 1566 

«ntn «6 Editor 1494 


ECONOMIC AND POLITICAL WEEKLY 

Hitkari House 

284 ShalMd Bhagatsingh Road Bombay 400036 
Phones 8616078/73 Grams Econweekly 
Editor Krishna Raj 

Senior Assistant Editor tadma Prakash 
Assistant Editor Thomas J Mathew 
Editorial Staff Cleatus Antony Prabha Pillai 
Gautam Navlakha (Delhi) 
Circulalion A S Shetty B S Sharma 
Advertisement Manager S G S Subramaman 
ManRstir K VijayaRumar 


Monetary Policy for LDCs 

The focus of the debate on money’s role in economic development has 
changed in several respects over the last decade in response to new 
objectives, institutional and pohtical developments, tmalyttcal insights 
and experience across countries at different stages of development. 

The central issues in moneury policy in the LDCs in the 19^ 15U 

Telecommunications: Alternative Model 

The debate on national telecommunications policies needs to shift from 
the meaningless squabble over the relative merits of privatisation and 
government owned corporations to customer servicing as the key 
reference point lor organisational design white recognising the needs of 
operational and regulatory planning and control An alternative 
structural model 1S4S 


Election Pointers 

Ultimately it is ihe Congretid), and 
not the ACP, which apparently 
struck a deal with the ULFA m 
Aiiaffl—an inference inescapable in 
the light of the sweep by Congiess(I) 
candidates m areas where ULFA's 
wnt tuns unchallenged ISIS 

Despite the dramatic improvement in 
the electoral fortunes of the 
Congressd) after Rajiv Gandhi’s 
assassination the election results 
show )hat opposition to the 
Congressd) is very much alive in 
Andhra Pradesh, but is yet to get 
consolidated through systematic 
work at the grassroots level 
by the othei panics 1511 


Angry Masters 

The paradox of democracy’ is that 
every slave master evtniuall) lurns 
his whip on the slase supervisors for 
allowing things to deieriuratc so 
hadi) lhai ihi slaves ait in rivolt 
This IS whai I hi World Bank and thi 
donor agentiis arc now doing 
with Aliitan governments l'>54 


Fragile Grandeur 

The insianies of ftnaniial disiuption 
witnessed in the Iasi iwo decades are 
tiear warnings ol iht deep systemic 
risks and fragiliiies which pose 
serious thicais lo Ihc stability of the 
world’s financial centres 15IQ 


Images of Women 

The series ol intei national 
confeicnies on Mahiiashira 
f uliurc and Socieis has, over 
ihe years produced scholarship 
remarkable lor its depth as well as 
breadth allowing ai appieciaiion ol 
whai IS uniquely Maharashtrian while 
tieaiing the region as a microcosni 
of Ihe Indian subcontineni A report 
on Ihe fourih con<erence which was 
devoted 10 ihe theme Images ol 
Women and the lemmine in 
Maharashtra ISIV 


Bhopal's Victims 

More than six years have passed 
since the Bhopal gas leak disaster, 
three governments have changed, yet 
very little has been done to bring 
succour lo the victims of this tragedy, 
lo effectively rehabilitaie them and 
10 draw Ihe correct lessons from 
this catastrophe 1313 


Missing the Bus 

Unless something drastic is done 
10 arrest the growth in defem^ 
police and other non-deveiopmeni 
expenditures, India is likely to miss 
the second technological revolution 
and world trade boom that seems lo 
be III the offing in the nineties, just 
as she had failed to take advantage 
ol the enormous technological 
changes and world trade 
expansion of the sixties 1S2S 


Aid and Advice 

In the context ol the Soviet 
leadership s pleadings that assistance 
liom Ihe West is critical to Soviet 
cxonomiL survival, the ^ 

recommendations of the report on 
Ihc Soviet economy jointly prepared 
bv the IMF the World Bank. OECD, 
and the European Bank for 
Reconsiruiiion and Development 
acquire special significance 1S2S 


Media's Mission 

The news the images and (he views 
on a single page of a single 
newspaper on a single day exemplify 
how the media, instead of serving as 
a critique ol the ruling ideology, 
can be appropriated b) that idrology 
10 function as its culiura* 
apparatus 1516 


Time to Change 

One must hope that the new 
government will revise Ihe old 
negative attitude adopted by the 
Congressd) towards Amnesty 
Iniernaiional in ihe past Amnesty 
IS not ami Indian 1585 















LETTERS TO EDITOR 


On Names 

IN view of the election of P V Naraamha 
Rao u Congressfl) president, I would like 
to bring to your notice the following in 
relation to the usage of Telugu/Andhra 
names ‘Rao’, ipsofaiio, docs not denote 
either the caste or the religion of the per¬ 
son being referred to For example, P V 
Narasimha Rao is a Brahmin, J Vengala 
Rao, a Velawa (g warrior clan), N T Rama 
Rao, a Kamma (a powerful all-round com 
mui;fity, also called ‘C houdan’), and C h 
Dev3tianda Rao is a ( hristian Only the 
Telugu Muslims do not use ‘Rao’ So, it 
will be preterable to describe the person 
concerned cither by his full name or, 
wherever it is not possible, by his 
initials—like ‘PV’ and ‘NTR’ 

N M GotiRiPAti Rao 

Madras 

Biased Interpretations 

THFRl ait a lew tactual cnois in 
Shatiugna’s report (May IK) (I) Ihe 
Congress candidate contesting troni 
Anakapaile parliatnenlarv constituents 
ssas nisi T Subbarami Redds but K 
Ramaknshna the sitting MP who won in 
the last election defeating his FDP rival 
by a majotilv of nine votes (2) In explain 
ing the allocation ot scats among dittereni 
caste groups bv the (ongress(l) and 
FDP the castes mentioned art Rtddvs, 
Kammas Kshatnyas, Raius, BC s, S( s 
and Muslims and the forward castes 
Shallugna states, “lor the 14 general scats 
Reddss n, kammas S, the rest being 
Irom ilu lorward castes” Do not 
kammas, Reddvs, Rajus belong to the 
lorward tastes' What castes does 
Shatrugna have in mind when he talks 
about ‘lorward castes’' (1) Rajus, 
Kshatiivas are not two separate castes but 
are two names for the same caste 
Shatrugna states that the TDP can 
didates are non glamorous or are people 
with humble beginnings This interpreta 
tion ot the candidates' backgrounds 
depends on the colour of one’s glasses 
The FDP candidates from Vtsakhapainam, 
Amalapuram reserved constituency and 
Anakapaile, only* to mention a few 
examples, are people who, from modest 
beginnings have become very affluent It 
is said that in fact the TDP was reluctant 
to put up Ihe candidate from Amalapuram 
constituency because he had amassed 
nches in a short period during his tenure 
as chairman, /ilia panshad He was 
selected because he would be able to fight 
the less-rich but more popular Congress(I) 


candidate from the constituency 
It 1 $ common knowledge that the 
tobacco tycoons, liquor barons, civil con¬ 
tractors and film stars do not suke their 
claims in any one political party Like 
bank’s investments, they also spread then 
risks All important political parties in the 
country have the support of such people 
One has only to look at the antecedents 
of the TDP general secretary and the TDP 
ex minister Siva Reddy to counter the 
conclusion that these, tycoons are the 
monopoly ol only one party 

K SUBRAHMVNVWI 

Communists and 
Demand for Pakistan 

Wl FH some people, pamculaily a section 
ol the big press, any stick is good enough 
to beat the communists with Here is an 
example The Iclegmph, ('akutta, April 4 
in Its editorial ’Dangers of Opportumsiit 
Alliances’, alleged among other dimes, 
that the Indian communists “chose the 
Muslim league as then ally and sup 
ported Its platform of a separate 
Pakistan” In a letter to the editor ol the 
newspaper dated April this eoricspon 
dent, among other things, pointed out 
1 he communists never sought or establish 
ed an alliaiiii with the Muslim league oi 
against the ( ongress If you kindly look up 


the documents of the period, then you will 
Find that they really called (br Congresi- 
Muslim League unity as Ihe ftitcrum of the 
Indian nanonai unity They nem supported 
Pakistan but only the deinand for the right 
of self determination of “the vanout 
nationalities such as Paihans Western 
Punjabis (dominantly Muslim), Sikhs, 
Smdhis, Hinduuanis, Rajasthanis, Gujeiaiis, 
Bengalis, Assamese, Behans, Oriyas, 
Andhras, Tamils, Karnatakas, Keralas, etc”, 
so that “free India of tomorrow would be 
a ledetatton or union of auionomous States” 
Moreover, ihr communists had then made 
It specilically clear that their proposal “con 
ceded the just essence of the (4kistan de 
mand and has noihibg in common with ihe 
separatist theory of dividing India inio two 
nations on the basis of religion" The com 
munisi document further slates (hat “the 
ricogniiioii ot the right ol separation in this 
form need not neussarily lead to actual 
separation f)n the other hand, by dispell 
ing the mutual suspicions, it brings the unity 
ol action today and lays the basis for a 
grcalci uiiilv tonioiiow’ 

T his letter to The feiegraph was sent by 
registered post On May 14, a reminder 
was sent also under registered post But 
Jhi lelegraph maintained its total un 
concern The letter has not been publish 
ed Stmt the issue is ol some importance 
to the political histois of the counirv, one 
hopes that the I PH will cany this 
ic loinder 
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Shaky Outcome 


T he elections to the tenth Lok Sabha have, more or less 
as expected, yielded a Congress(l) government in New Delhi, 
but one without a clear majority in the lowet house of 
parliament. What is more, but for Rajiv Gandhi’s assassination 
midway through the elections the Congre$s(l) would have ended 
up with some 60 fewer seats than it has now secured, or some 
30 odd seats below even its dismal 1989 tally. This is a matter 
of some significance, for it confirms that the Congress(l) under 
Rajiv Gandhi's leadership had failed to arrest its political da'Iine. 
despite the splintering of the anti-Congress electoral alliance 
forged for the 1989 elections and the unprepossessing record in 
office of the short-lived National Front government and its 
Samajwadi Janata Dai successor, I'he quick fall of these non- 
Congress governments and all the attendant political confusion 
and chaos notwithstanding, the C'ungress(I)'s principal electoral 
plank of being the only party capable of bringing back political 
stability cut little ice with the voters, taking the couniiy as a 
whole. In other words, there was to be no repetition of the party’s 
triumphant sweep back to power ot 1979 alter the two-year 
Janata Party interregnum; even under the continued tutelage nl 
the Nehru family, the days of the CongressfD’s dominance ol 
the country’s politics were very definitely over. 

Very many factors and forces have, of course, made foi the 
Congress(i)’s political decline, hut the parallel occurrence ol this 
process and the ushering in of the phase of so-called economic 
liberalisation or the stepped-up pursuit of market-driven 
capitalist development under Congtess governments in the 
eighties led first by Indira Gandhi and then by her son cannot 
be dismissed as a coincidence and no more. The marked drying 
up of employment opportunities in the organised segments of 
the economy, the sharpened disparities among classes and groups 
and economic .sectors and regions, the heightened clamour and 
competition from the prosperous and the pi'werful for politically- 
mediated give-aways have all found their echoes in the multiply¬ 
ing social and political divisions, tensions and conflicts, in this 
grab as grab can situation, it is not the decline of the Congress 
which is cause for concern, but the diminishing prospects of 
the parliamentary political system yielding viable arrangements 
for the governance of the country. Anxiety on this score is by 
no means premature considering that along with the large fresh 
loans from the IMF, the securing of which is evidently at the 
lop of the economic agenda of the new Congress government 
which has just taken office in the capital, will come condi¬ 
tionalities calling for even more rigorous enforcement of the 
economic regime which has been sought to be put in place over 
the last decade. The consequences of this for the political set¬ 
up in the country is something which has received little atten¬ 
tion even from the critics of IMF conditionalities. 

To get back to the election outcome, along with putting the 
seal on the Congress(l)’s decline, the other outstanding aspect 
of it has been the BJP’s spectacular performance, doubling its 
share of the votes polled Irom 11.4 per cent in 1989 to 22.9 per 


cent and increasing its strength in the Lok Sabha from 86 to 
119, thereby confirming its position, which it secured for the 
first time during the term of Chandra Shekhar’s rump govern¬ 
ment. as the principal opposition party in the Lok Sabha. The 
demand for the building of a Ram temple at Ayodhya after 
demolishing the mosque there was a major issue in the EJP’s 
election campaign and therefore there is a plebiscitary element 
in the electoral support that the party has received. This may 
prove to be volatile to a considerable extent. But to the extent 
the party’s Hindutva appeal has been successful because of the 
responsive environment created by the general sense of aliena¬ 
tion, frustration and disillusionment among the people, to which 
the BJP is aggressively offering a cure in the form of ‘Ramiajya’, 
Its electoral base may remain substantially intact till suct> time 
as its own inability to put forward and carry out programmes 
to concretely deal with these conditions begins to be exposed. 

The performance of the Janata Dal, which has emerged from 
the elections as a principal loser in terms of seats forfeited and 
reduced share of votes polled as compared to 1989, has served 
to underscore that the backward castes may be a necessary but 
are not a sufficient popular ba.se on which to construct a serious 
agenda for social and economic justice. The successful inroads 
made by other parties into the scheduled ca.ste vote and the ten¬ 
sions and even murderous clashes between the scheduled castes 
and the backward castes and among the many layers of the latter 
themselves hold lessons which the party will need to assimilate. 

Despite its unseating from power in Kerala, the Lok Sabha 
eleciions have once again shown the electoral base of the Left 
to be limited but relatively stable. However, indications are visible 
already of a dilemma the Lxrft is going to he < onfronted with. 
The contradictory and confusing pronouncements by the 
CPl(M)’s top leaders, for instance, pomi to the conflict between 
the Uft’s opposition to the Congi”ss(l) and its anxiety to roll 
back the advance of the BJP. This confusion is likely to plague 
the Left till it broadens its campaign against communalism to 
include mobilising the people against all.the Congress govern¬ 
ment's policies which have bred an environment so conducive 
to the growth of Hindu communal sentiment. 

A final aspect of the elections to the tenth Lok Sabha which 
calls for attention is the fall in the proportion of the electorate 
which chose to exercise its franchise. What an overall poll percoi- 
tage of 53-54 per cent taken together with the party’s own 37-38 
per cent share of this vote means is that the Congress is staking 
its claim to rule the country on the strength of the support of 
a bare one-fifth of the electorate. The support garnered by the 
other parties is. of course, even more minuscule. This should 
help to put the place and role of parliamentary politics in some 
sort of realistic perspective. It also underscores how limited the 
real democratic content of the polity will continue to be in the 
absence of political decentralisation, with all or most power con¬ 
centrated in political and administrative organs in the Union 
and State capitals. 
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poLinrs 

Muted Opposition 

I m more (.lt>scl> one looks at the pott- 
eleduHi sceiidiio the mote disturbing 
hcio’ii'- 'hi glowing .ynibiosis between 
the ni w Is 1 1 < i 'ed i uling pai tv and the op 
position I he iliisise and ambiguous son 
cepi ol ■sijbiliis’ seems to he bringing 
logcihti til ( ongressd) and the National 
Front I ell alliaiitc, opening up oppor 
tunnies toi maiiiptilaiioii bv both Both 
agrei- ii, then ’•hiioiu <ii ha'i that it 
would not do ms good to have \el 
another mid iiiiit poll A niiiioiifv 
govciiiiiietii iheiilort ssoiild have to be 
atiepted 1 <> make iht best ol a bad lob, 
(ht NI I ell alhaiiii has d< tided to adopt 
a ’•posittsi appioaeh” to Iht new govern 
meni on the plea that tiu tounlrs laies 
piobleni ‘ ot natioiia' iitiporlante and ol 
urgent natmt" 

I hen IS a dangerous diversion m all 
this talk oi Mahilits' and pioblenis of 
'national impoii iinwhith benmime 
ihe hallinaik oi the halt w is I'oioi ap 
pioatli adopted bs the NI Uli allian"- 
The muted opposition lO wniih tht 
dlliaiii e’s toll w ill he ledm o toi all pi u 
lital piirposts mas pave was lor tbs HU' 
lo ciiitrgi as an tiiiallovid oppinuion 
paitv looked upon h» ihi peoiile as (lit 
oiilv lull Hedged aliirnal'se lo Ihe 
( ongress(i) 

ia.‘l IIS exam I'le t hi miplitaiioiis ol die 
'posi'ivt approaih' Inn Ihe IMl lorn 
Issue IS goiiu’ lo bt one ol iht mimtdijii 
toiiternson ihi agenda ol ilu ntw pailia 
nient \kill the NI I ell lomhmi soli 
against a biidgil that .ould islhu iht 
toiidiiioiialiiics imposed bv iht IMl ' 
Sinte suth an aetion toiild brine about Iht 
fall ol the govermnui' itui lonld detidi 
to abstain aeaiii on 'ht pita ot mamlam 
ingstabihls Hut oiiiiidi pailianmii tan 
thes allord to remain silt m oii v h n m the 
opposition laigon wtmlj In an 'anli 
peopli’ biidgti ’ 

Ol. lake lot tsamplea possible tonlioii 
tatioii between tin HIP 'tm States and Ihe 
Congiiis(l) ii i>u < (iiio 'aist that the 
Uli' hai lo'l lilt pa'll n iiit i s tlftlions 
lioni Matllisa I'lad di md tlim iv hal the 
C oiiuevs(!) tas ha. Kiii it' «i>ii in Ihe 
past) tonitl IIS to dis'nit.. ilu HJP 
eostiniiKiii IP ilio't Si.n s iii M'st ts 
own paitisaii mitiisis iht' would ol 
ttnii't ptiliiitalls sun tin M 1 eti alliaiue 
at this iniiiiiii Hill lovs ituili its 
lusiitieaii III <o iht ipi on o! leniaimrie 
siliiit on till til pull) Ii louip.uiblt witn 
It II I il (I'll! II t t nit Slate 
itlaiion 

(h h t IS loi 111 luahiie with tti 
loi 'iti I C’ I i.ih a'lil Ka hmii ihi NI 
Ult iIIm'i I ,ili' Ills II I'tiitialaeif 
menfw"li"ii t >ngit"(n H ttiiii 'ipid 
die reprtssist < rpaiatii'it ii an'(Witivf 
ol iht haulsliip inn id t tu i tople 


Ihereby—wetnii to be the consensus deci¬ 
sion arrived at by all the national political 
parties. On this issue, the BJP is also an 
ally The bogey of ‘national disintegration’ 
(blamed on that omnipotent phantom, the 
'foreign hand’) has always been raised by 
the ( ongress(l) to disarm an opposition 
all loo willing to accept without batting 
an eyelid whatever the officials of the 
lionit and the external atlairs ministries 
feed ihein with 

The ninth trumpeted need for a ‘stable’ 
government at the Centre, ostensibly to 
prevent ‘national destabilisation', seems to 
iiave paralysed the NF-Ielt opposition 
parties and is likely to stampede the 
titi/ens into accepting whatever un 
popular measures that the new govern¬ 
ment might take The Left in particulai 
IS in an unenviable position Having 
asserted all these years the need to light 
the ( ongrcss(l) tooth and nail, the left 
has lo hud a tover that would convince 
Its ladres and the vote bank that there is 
a higher cause for its decision to adopt a 
positive approach’ to the C ongress(l) 
got eriinii nt 7 he higher cause of ‘national 
siabilitv’ may not cut much ice with Ihe 
people after the budget The obiects ol the 
Ix'lt's ‘positive approach’ also do not 
inspire much confidence Phev are the 
sanu peopit —Ihe ‘coterie’ and us oppoi- 
luiiisi allies in the Congress! 1)- against 
wliom the I eft had been vociferous It is 
Iiiiile ’o iliscovcr any ‘pngrcssivc section’ 
w itimi this gioup How kuig can the Ixtl 
coiitimie to sustain such a government 
and shelve thereby the inevitabilUs ot 
another mid-lerm poll’ 

IMl lOAN 

Real Issues 

IHI- matter of having to resort to the 
IMF IS being wrongly posed Being a full 
fledged number of the Fund, the option 
ol appiodctiing It loi dssiuaiicc is, of 
ctmise always open to us, though even in 
this regard a distinction has to be drawn 
between the types of assistance a country 
seeks While lust tianche bonowing oi 
bcrrowiiin undei the compensaiois linan- 
cinc taciliiv tarries relatively low condi 
lionalilv, borrowings over and above these 
cans siiiiigeiu conditionalities fso in the 
coiiicM ol the t urreiii debate, let us be 
sciv clear that having alreadv availtd ol 
tht tow conditionality financing, whai wc 
aic now lo discuss is thequestioi ol high 
cimdiiioiialits borrowing from the f und 
It IS no lout Cl a simple question of bor 
lowi.ig ai I itrtdin rale ol interest, loi a 
i»itn peiiod ot time and on certain itpay 
lilt lit lenii. I he question is a laigci one 
about Iht onuiliuns which (he I und at 
laches to Its loans with regard to the couii 
Its s cc'onoinii pohcies, specifically with 
itgaid to tlic trade, tariff, tisial and 
nuKielaiv policies In this context the 


World Bank's recent doeuBaeitt on die 
strategy of trade reform in India backed 
1^ appropnate macro-economic measures 
becomes extremely relevant. 

So when the matter of resorting to the 
Fund IS debated, we have to do so in the 
full awareness of the sort of condi¬ 
tionalities that the assistance from the 
Fund will entail. The new government at 
the Centre will have to bind itself to the 
obligations that the Fund will want to im¬ 
pose as a precondition to the extension of 
Its assistance This may well be the very 
fust major matter that the new cabinet 
will be seired ol, a matter brooking little 
delay or prevarication but all the same one 
that cannot be decided upon in a rush 
because the obligations the country will 
be entering into will determine the govran- 
ment’s economic policy over the next three 
to five years 

As has been brought out in these col¬ 
umns, the package of policy measures ad¬ 
vocated by the World Bank in Us trade 
reform report has, to say the least, a very 
questionable basis 1 he trade and tariff 
reform the Bank is advocating will throw 
open the galev to impoits which would 
ciihci be totally unnecessary or be at the 
expense of the already well-established 
domestic industry, especiallv the capital 
goods industry in regard to which India 
has attained a reasonable level of self- 
sufficiency 

A' regards the macro-economte policy 
measure' the Bank advocates, the doubts 
which arise are as serious and weighty 
Devaluation as recommended appears to 
be totalis unwarranted in the light ol 
recent cxpciicnce Since the mid-80s 
despite sharp devaluation ol the rupee, 
our exports have increased at a slower 
pace than our imports Moreover, the 
steady depreciation ol the exchange rate 
IS already known to be affecting domestic 
industry adversely 

As regards budgetary and monetary 
policy, the World Bank’s emphasis on 
reducing the so-called fiscal deficit laises 
the strong suspicion that the purpose is 
not so much to control inflation as to con- 
stiain the role of the government in the 
economy 

In the Circumstances, while debating the 
question of resorting to the IMF, we ought 
to be clear on whether or not the sort of 
conditionalities being proposed would be 
acceptable to us 

MAHARASHTRA 

(!ongrt*ss(I)’8 Quarter 

IN .he overall post election tapestry 
Maharashtra presents a slightly different 
motif. 1 Ol one thing, it has given the Con- 
gicss(l) the Urges! contingent of MPs 
from a single State For .another, the 
salfroii wasc which has inundated several 
unexpected areas seems to have made less 
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ifaftfai^wct. TfHit*s the cottdusioii one 
•h draw front dw ovetah muhs from the 
State The first is an important factor in 
he internd power equations within the 
'ongrcss at the Centre, and the second, 
ehile it has didted sighs of relief from 
KOgressive political quarters, has brought 
!ven more into the open the innumerable 
troblems within the BJP-Shiv Sena 
illiance. 

Undoubtedly, the Congress(I)'s perfor- 
nance, in the contect of its showing in 
rther i^tes, is impressive. And given that 
nost observers acknowledge that a laige 
neasure of this success is due to the 
ipecial efforts of Sharad Pawar in the 
X}st-assassination phase which led to a 
Mtching up of internal differences, even 
f only temporarily, it isn’t surprising that 
he Pawar camp should be projecting this 
ts a sign that the party has regained 
avour with the people of Maharashtra, 
fhat is the typical kind of wishful think- 
ng practised in politics. For a significant 
actor in assessing the election results in 
he State is the fact of the remarkably 
)oor voter turnout of 47.5 per cent. The 
I^ongress(l) won its 37 seats with 47 per 
:ent of the votes. What this means essen- 
ially is that less than a quarter of the elec- 
oraie has supported the Congress(I). Fur- 
her, while the Congress(l) has secured 
line .scats more than it did in 1989, it has 
sained only 1.32 per cent additional votes. 

As expected, the party has registered 
mpressive results in Vidarbha, \testern 
slaharashtia and Northern Maharashtra, 
n Vidarbha it has regained three of the 
bur seats it had lost in 1989 to the BJP, 
t also regained its Amravati seat lost to 
he CPI the last time. The defeat of Va.sant 
iathe in Wardha by a CPl(M) candidate 
was more or less a foregone conclusion 
tiven that the parly workers had been 
ipenly opposed to him there. The Nagpur 
;eat contested by Banwarilal Purohit, who 
lad only lately left the Congress on the 
\yodhya issue to )oin the BJP, was 
mother prestigious sea! it won with 
I substantial margin. In Western 
vlaharashtra too it was a clear-cut win for 
he Congress notwithstanding the defeat 
)f V N Gadgil who, it appears, had not 
toniended with the consequences ol 
eading the dissidence against Pawar. In 
slorthern Maharashtra the party won all 
)ut one of the eight scats capturing 53 per 
:ent of the votes. 

The Congress performance in the other 
cgions hasn't been as remarkable. In 
Conkan it secured four out of the five 
eats, including the prestigious Rajapur 
eat defeating Madhu Dandavate, with 37 
)er cent of the votes, only 2 per cent 
nore tjian the tally of the BJP-Sena 
illiance which managed to retain the 
Thane seat by a small margin of 28,000 
totes. Thane incidenully had perhaps the 
mallcst voter turnout of 37 per cent. In 


Mimitllwiiiia the Congi^ oiUy 39 
per cem of the votes imt t^ned two 
seats, Jalna and Beed, which It had lost 
in the 1989 hustings. And in Bombay, it 
regained two seats, lost one and retained 
two. 

While it is true that the BJP-Sena 
alliance lost five of the seats it had won 
in 1989, it ha.s marginally improved its vote 
by 0.98 per cent. It has gained an im¬ 
pressive 29 per cent of the votes. Taken 
separately, this gain has come, significant¬ 
ly, from the Shiv Sena performance which 
has improved its vote by almost 5 percen¬ 
tage points, whereas the BJP has actually 
lost about 4 percentage points with six of 
its candidates losing their deposits. 
However, the alliance candidates were in 
second place in 25 constituencies. 

The Janata Dal’s complete rout in the 
State is undoubtedly a major factor in the 
stellar performance of the Congress(l), the 
most telling evidence of which is the shock 
defeat of Madhu Dandavate. The ami- 
BJP vote which would have been shared 
by the JD and the Congress(l) seems to 
have moved en bloc to the latter. Thus the 
BJP-Sena alliance's failure in translating 
vote gains into seats is attributable to the 
poor performance ol the Janata Dal, and 
not because the alliance’s electoral theme 
failed to take oft On the othei hand, it 
is equally true that it is the Sena which 
has emerged as the more successful of the 
two, which could well be a symptom of 
an even more dangetous trend than the 
espousal of the Hindiilva cau.se. 

RISING PRICl-S 

Uncomplaining Victims 

A Correspondent writes: 

WITH their attention focused on high 
politics, most people naturally tend to 
overlook more mundane afiairs of daily 
life. Following the successive bandhs, 
offleial, unofficial and non-official, in the 
wake of Rajiv Gandhi’s assassination, 
prices of daily necessities all over the 
country shot up to abnormally high levels. 
For instance, potatoes which had been 
selling at Rs 2.20 per kg came to cost Rs 6 
for a while in some places. There was a 
more or less corresponding rise in the 
prices of other vegetables all over. The 
mournings and associated bandhs are now 
events long past, prices, however, have not 
returned to their previous levels in most 
ca.ses. Potatoes, for instance, may no's be 
got at Rs 4.00 a kg. .Some mercy, no 
doubt. 

After Sriperumbudtir. the govemmeni.s, 
at the Centre and in the States, have 
become, rightly indeed, much more 
security conscious and strengthened the 
security checks at various levels, from 
No 10 Janpath and Parliament House to 
T N Seshan, Jayalalitha and Jyoti Basu. 
But little or no steps have so far been 


taken to ^legutayto tne eotnnion people s 
life-sustaining food items. Indeed, while 
newspapers and politicians vie with one 
another in bemoaning the fatal attack on 
the departed leader, they hardly notice the 
conspiracy to deprive the poore.st of the 
pool of even their very inadequate food. 

But why blame the elite only’? fcven the 
poor people themselves who thronged the 
capital’s thoroughlares in hundreds of 
thousands to bid goodbye to Rajiv Gandhi 
have not noticeably bcstiired thcm.scives 
to draw others’ attention to the conspiracy 
to starve them. In other words, dominated 
by the elile-imposed diversionary con¬ 
sciousness as they are. the vast masses at 
the bast ol out social pyramid are yet to 
be aware ol their own dcpiivation to a 
degree which could stii ihem to collective 
action, oi at least aiticulation of their 
keenly felt wants. This is, indeed, the ba.sic 
problem of the Indian democracy which 
cannot be solved by any ( ’onstilutional 
magic or lectures on p<viiiica> morality. 

NRl REMITTANcI S 

Not Attraclivt! Enough 

THE Foreign f'urrency (Ordinaiy-Non- 
Rcpainablc) Dcposii Scheme aunt unced 
by the Reserve Bank is meant to attract 
NRl funds m the form of non-repainable 
deposits, ^^hlle it is siippvssed to be 
“aimed at providing furthei incen'ivesand 
to give wider options” to Indians resident 
abroad, individuals as well as corpora¬ 
tions, to make investments in 'he coun¬ 
try, the specific purpose is to delink the 
inflow of such funds from any future 
obligation to permit their repatriation. 
Thus the foreign exchange received under 
this new scheme, once received, will stay 
with the government This is unlike the 
FCNR and the NRLR schemes under 
which funds received from abroad are 
repatriable. 1 he Jilleiencc between these 
two schemes is that whereas under the 
former there is no exchange risk because 
the deposits contiiiijo to be designated in 
foreign cuirency, under the latter exchange 
risk is iioi covered as I he depo.sit is 
denominated in rupees and the rupee 
deposit, alongwilh the accrued interest, is 
reconverted for puipo.ses of repatriation 
at the exchange laic ptcvaiiing at the time 
of such repatriation. It is precisciv because 
ol this dilferencc between the two schemes 
that the inflow into the deposits 
designated in rupees had lately totally 
dried up as the exchange risk has been 
mounting higher and higher. 

In fact. It has beer: pointed out time and 
again, the NRER scheme was bound to 
lose whatever liiile attraction it had in the 
foim of the higher interest rate, given the 
pace at which the rupee was being 
devalued month after month since the 
mid-l^0<. What really needed to be done, 
therefore, was to create a facility for those 
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01 our NKis wno iwa gone oveneas Rm- 
pcnwity leaving their kith and kin behind 
and who would one day return whereby 
they could remit their foreign earning*, 
home without fear of incurring exchange 
loss It has taken our bureaucrats so many 
years to wake up to the need to create a 
facility of the above type Only the worst 
type of balance ot payments crisis has 
shaken them to this realisation But are 
they not bolting the doors alter the horse 
has fled’ 

The Reserve Bank’s new deposit scheme 
has been sought to be made out to be an 
improvement on the PC NR scheme in the 
sense that it offers a higher rate ot inteiest 
ol 1 per cent above the rate on deposit* 
made foi three years under the lattei 
scheme But ts that really a great conces 
Sion' Iht deposits made under the 
FOC OND scheme are supposed to be foi 
a fixed period of five years If the highci 
rate of interest of I per cent is tor lock 
ing up one’s funds for a longer period, can 
one not ask what concession is the scheme 
offering for the coniimtment not to 
repatriate the funds abiuad' As far as one 
can make out, the only other concessions 
the scheme offers are with respect to in 
come tax, wealth tax and gift tax But even 
on FC NR deposits no income lax or wealth 
tax IS attracted, not is gift lax payable loi 
any gift made out of these deposits 

Could It be the thinking that pieciscly 
because the new scheme is addiessed to 
NRls who would in any case not be in 
terested in the lepatn ttion ot their funds 
abroad they do not need lo be given any 
additional concession’ The provision of 
exchange risk covci should do foi this 
group of NRls Why give them additional 
incentives' Here, it has to be rcmcmbcied 
that to most, if not all, of these NRls 
income tax concessions would nut matter 
much Alter all, most ol the savings from 
their hard earned income would just Ik 
enough to build up a lew assets of their 
own like a housi or a piece of agriculiuial 
land and set tliemselves up in tiade oi 
industry 

Why do the mandarins m the govern 
ment, including those in the RBI not 
remember that whatever the objectives 
behind the homeward remittances ot our 
NRls, including the most modest ol them 
who arc spread all ovci West Asia 
especially the Ciulf, they arc not immune 
to various prcssuies’ Flave they forgotten 
that there is a nourishing ‘hawala’ trade 
in foreign exchange’ 

It the purpose was really to attiact the 
inflow of funds from abroad through our 
NRls, the need was to offer a package ol 
incentives that they could not turn then 
backs on easily Only a bold person will 
wager his all on a scheme which offers I 
per cent additional interest loi locking up 
one’s funds for a period ol five years and 
that too with repatriation facilities 


aitogetner wnnarawn. sut our manoanns 
have to wager nothing on the success of 
any of their schemes So who cares’ 

But mavbe the real purpose is precisely 
to show that such schemes add up to lit 
tie And that there is no go but to seek 
help from IMF 

ARMS CONTROl 

US Double-Speak 

ON the one hand Oeorge Bush speaks of 
the need for arms control in West Asia 
and pleads for “collective self restraint’’ 
by the five pei manent members of the UN 
Security C oancil, who are also the maior 
aims exporters of the world and who ac 
count for practically ail of the arms im 
ports into West Asia On the oihei hand, 
his defence secretary, Dick Cheney, goes 
soon thcrealier to West Asia canvassing 
the sale ol various types ol arms and 
shamelessly pioclaims that “it is not in 
consistent to say on the one hand that wc 
arc interested in arms control and on the 
other hand dial we want to make certain 
our friends can defend themselves” 

I he US defence secretary has announc 
cd agreements with the UAF and Bahrain 
loi the salt to them ol Apache missile 
tiring helicopters and with Israel lot the 
supply of r IS jet fighters tn addition to 
support in the development ol a missile 
defence system f urthermore C heney has 
made public the US inten.ion to stockpile 
aims in isiael lo meet any future 
contingenev 

What does all this add up to* fnstead 
of trying to help the countries of West 
Asia to turn the icgion away fioni wai and 
turmoil into an area ol peace what is teal 
l> being attempted is to make it a poien 
lial cauldron which, when it blows up, will 
perhaps result in a conflagration the like 
ot which the region has ncvci before 
witnessed 

And all for what’ To dump unwanted 
and nearly obsolete arms in the region Let 
us not forget that these arms have already 
been paid for by the benefactor nations 
like lapan and Ciermany, not lo speak of 
Saudi Arabia and kuwail, as pan of their 
contribution to the Gulf War In that Iran 
saeiiun itself the US is believed to have 
made a net pro! it ot $ 20 to $ 30 billion 
Now Dick C heney wants to ‘double sell’ 
the arms he has already been paid lot 

The purely proliteenng angle apart, it 
IS the broader issue which needs to be con 
centraled upon Is the world going to be 
confronted with yet another Gulf War’ 
Surely, that likelihood cannot be dismiss 
ed if the world community cannot restrain 
US weapon mongenng Francois Mitter 
rand and his other counterparts m Furope 
have to act last on this front Mere ad 
monishing, and that too rather tangential 
l>. would hardi) do 


TWENTY YEARS AGO 

IPW, June 19, 1971 

The wide-ranging dismissals oi impor¬ 
tant ministcis and oificials in the 
I gypiian cabinet and ruling party last 
month were regarded in some quarters as 
signifvint n>oR than the consolidation 
of Sadat’s power base As most ot those 
dismissed especially Alv Sfibry and 
Samv Sharaf, were considered to be 
‘leftists, these dismissals were seen as a 
eakulstcd move to lessen Soviet influence 
in I gypt The Sov ic*t reaction was on 
tilt *urtact extremelv unperturbed But 
Iht arrival ot Nikolai Podgorny, the 
Soviet president, in Cairo on May 23 
showed that the Russians were far f^rom 
unconeei He'd [I he delegation] had an ace 
up H^ sleeve in the lot m of the ‘treaty of 
Inendship and to operation, which was 
signed wiihin 48 hours 
With then vast military and economic 
investment m Lgvpt and the recent 
upheavals wiihm the I gyptian govern 
ment [the Russians] probably feel the 
need to institutionalise their relationship 
with levpi so .IS to have a greater 
knowledge ot and influence on govern 
mental changes within Fgvpt The 
tre.itv whicli is the tii*t with a nun 
communist countiy since the end of 
World War II is also a gentle reminder 
lo F gvpi and other Third Wkjrld countries 
that Ihev cannot ta'ily do without Soviet 
political economic and military help 
1 his d(H.s no' mean iliat the Russians 
now h ivc an open ended commitm''m lo 
back I gyptian miliiary adventures 
against the Isiaclis It does, however, 
mean liirlhci Russian involvement m the 
dclcncc of Lgypt against an Israeli al 
tack Nor is the licaty an attempt al get 
ting tough with the Americans More 
like Is It IS an indication to the United 
States that West Asian slabilitv and peace 
can onlv eomc about if the Americans 
agite to CO operate with the Russians in 
coaxing both ihe Israilis and ihc Arabs 
towards agiecment 

h It h 

The latest national income data, lor 
%9 70 show how limned the eeonomie 
rteoveiv has been despite successive 
gixxl harvests It is now becoming evi 
dent thai those who expected agriculture 
lo trigger oft growth (and a market for 
industrial products) had misunderstood 
the economic forces which govern 
growth Agriculture cannot be the ‘tng- 
gcimg' mechanism, it can merely provide 
a stability condition in which growth may 
be stimulated m other sectors The rate 
ot growth outside agriculture had been 
almost twice that in agriculture, in the 
past Given today’s growth rate (5-6 per 
cent) in agriculture, India could easily 
make a run for a 10 12 per cent growth 
m areas olhci than agriculture We have 
wasted tour years doing nothing 
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World Class in Tyre Technology 


Kumann Pola 

MRF, the Madras-based tyre industry 
giant, has closed the latest accounting year 
on S^tember 30. 1990 and brought out 
the results for a six-month period. With 
the accent on diversiOcation, the company 
is pursuing new projects to take it in newer 
directions. The chairman and managing 
director, K M Mammen Mappillai, finds 
the company on the threshold of Incom¬ 
ing a major trading house even by world 
standards. 

MRF brings world class technology to 
India. Its Vapocure project is a case in 
point. Advanced Australian technology 
has enabled MRF to revolutionise in¬ 
dustrial painting systems. In collaboration 
with Vapocure, Australia, MRF offers a 
wide range of polyurethane paint for¬ 
mulations that can be rapidly cured at 
room temperature. It is the only 
technology worldwide in this area and 
MRF is the sole licensee in India. 
Licensees in other countries around the 
world include big names such as Dupont 

The 'Week's Companies 


and Sumitomo. .The plant site is located 
at Cuddalore, Tamil Nadu, and produc¬ 
tion has already started, llie polyurethane 
formulations will help in the manufacture 
of shatter/proof glass toa 

Bringing toy technology through Fun- 
skool, an MRF subsidiary, is yet another 
bold venture. The company launched Fun- 
skool in collaboration with Hasbro (USA) 
sometime back. The Funskool plant 
located in Goa is one of Asia’s most 
modern toy projects. Toys are made of 
high grade, non-toxic material with quali¬ 
ty standards at par with the best in the 
world. 

MRF is a recogni.sed trading house and 
its exports are racing towards the 
Rs lOO-crore mark. MRF has already 
established trade links with over SS coun¬ 
tries. MRF quality products have won 
over competition from European and 
American business houses. Apart from 
tyres which are its mainstay, the company 
is India’s largest exporter of marine pro¬ 


ducts. MRF also exports leather, large 
quantities of cashew, spices and tea. Dur¬ 
ing the six months ended September 30, 
1990, tyre exports increased by alrno.st 74 
per cent. The USA, Afghanistan, 
Bangladesh and Middle East continue to 
be the company’s main markets. The com¬ 
pany’s diversification into finished leather 
is paying off. The participation in the Se- 
maine Internationale Du Cuir in Paris and 
the International Leather Fair in Madras 
has established its presence in the world 
leather market. The foreign exchange 
earnings on account of the export sales 
amounted to Rs 31 72 t-ron and foreign 
exchange outgo Rs 22,06 errue, excluding 
imports of natural rubber to the extent of 
Rs 7.81 crore canalised through the Slate 
Trading Corporation of India and paid for 
in rupees. 

In the field of tyres, which accounied 
for 87 per cent of the sales of MRF, the 
collaborators, the Uniroyal Goodrich Tyre 
Co, USA, have been continuously help¬ 
ing it for quality improvement by impar¬ 
ting technological developments The 
R and D efforts of the company coupled 
with updated technology from .is col¬ 
laborator resulted in high qualitv stan¬ 
dards and strong brand preference. Total 
tyre production at 18.86 lakh fai CAceed- 
cd the 14.70 lakh and 11.91 lakh produc¬ 
ed by the closest two cornpelilors during 
April-Septcmbcr 1990. MRF is now al.so 
ill collaboration with Micheltn, the 
world’s largest tyre makers, which will 
enable the creation ot staie-ol-the art 
aircraft tyres. 

As regards the prospects for 1991 - 62 , 
the directors slate that the lytc industry 
in the world is passing through a severe 
recession and demand m India has also 
been affected adversely Despite this, MRF' 
achieved a production ot Rs 173.7(1 croie 
during ihc first three months as against 
Rs 134.10 crore in the corresponding 
period of Ihe preceding year Gross sales 
worked out at Rs 177,to croic as against 
Rs 153.40 crore. 

The work of modernisation and expan¬ 
sion is well undei way in all the rnunufuc- 
turing units ol the company Production 
is expected to commence soon in'the 
diversification project to maiiufactuie of 
conveyor helling Tnal production al the 
Medak tyre project is expected durin.p, the 
year, in order to establish the compans’s 
presence in leathet exports, Aruna 
ix;athers and Expoits was amalgamated 
with the company. 

The financial resulis ot the compaiiv 
during the six months ended Sepieniher 
30,1990 showed an anuuatiscd growth of 
17 per cent in net s,!Ica, 62 pci cent in 
operating profits and 5-1 pci eent in net 
profits. Though the assets utilisation latio 
declined from 1.79:1 lo 1.70:1, a higher net 


(Rs in lakh) 


Financial indicatois 

_1 

1989 

March 

MRF_ 

1990 

Siepicmber** 

Lipton India 

1989 il990 

December December 

tneome/expenses/prufu 
\ Net sales/main income 

44,170 

25,889 

45,904 

56,221 

2 Other income 

365 

262 

985 

1,071 

3 Raw material cost 

26.634 

16,137 

33,181 

39,623 

4 Employees cost 

2,051 

1.484 

2,149 

2,055 

S Depreciation 

1.325 

795 

1.35 

170 

6 Other expenses/adjustmenis 

11,168 

5,021 

8,922 

13,032 

7 Operating profit (l■^2)- (3 lo6> 

3,357 

2.714 

2,502 

2.412 

8 Interest 

1,472 

910 

904 

1,207 

9 Taxation 

650 

850 

555 

622 

10 Ncl profit (7 8-9) 

1,235 

954 

1,043 

583 

II Dividends 

231 

116 

347 

347 

Capiial/loans/usseis 

12 Share capital 

386 

386 

1.575 

1,575 

13 Reserves and surplus 

5,495 

6,325 

2,214 

2,451 

14 Currcni habiliiics and provisions 

8,790 

10,982 

8.269 

5,704 

13 Short-lerm borrowings 

6,563 

7.190 

5,647 

3,058 

16 l.ong-term borrowings 

3,491 

5,558 

391 

388 

17 Cross fixed assets 

15.539 

17,650 

2,470 

2,998 

18 Accumulated depreciation 

6,103 

6,908 

999 

1,144 

19 Inventories 

7,631 

8,766 

11,319 

8,073 

20 Receivables 

4,402 

6,641 

1,494 

985 

21 Current assets 

15,072 

19,301 

16,571 

11,269 

22 investmems/other assets 

216 

397 

55 

54 

23 Total assets/liabilities (12 to 16) 
or |(l7-18)-i-(21+22)] 

24.725 

30,441 

18,096 

13,176 

Key financial ratios 

24 iUrnover ratio (1/23) 

1.79 

1.70” 

2J4 

4.27 

25 Return on sales (I0/I)xl00(4h) 

2.80 

2.68 

2 27 

1.04 

26 Return oniiivestfflem(5h)(10/23)xl00 
or (24 x 25)86 

4.99 

6.27” 

5.76 

4.42 

27 Return on equity(86)(IO/(l2-«-l3)l 

X100 or (23/(12-1-13)1x26 

21.00 

28.43' 

2/.S3 

14.48 

28 Book value per share (Rs) 

152.51 

174.04 

24.06 

25.56 

29 Current market price (Rs) 

210.00 

565.00 

93.00 

131.00 

30 Price/earaings latio 

6.56 

11.42* 

14.35 

3SJ9 


* * AnnimiiMd: ** For 
Palaacf Sheet Anelysit Iqr Menishe C Mehu 
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profit maisin of 3.68 per cent compared 
to 2.80 per cent impro^ the profitabili¬ 
ty ratios. The overall return on investment 
spurted to 6.27 per cent from 4.99 per cent 
and return on equity to 28.43 per cent 
from 21 per cent. 

The balance-sheet changes showed a 
funds-flow of Rs 57.16 crore during the 
six months period. The inflows consisted 
of increases in reserves and surplus 
Rs 8.30 crore, current liabilities and pro¬ 
visions Rs 21.92 crore (of which Rs 15.64 
crore were on account of sundry credi¬ 
tors), short-term loans Rs 6.27 crore and 
long-term loans Rs 20.67 crore; Of this, 
Rs 13.06 crore were utilised to increase 
Oxed assets, Rs 11.35 crore to build up in¬ 
ventories and Rs 22.39 crore to ac¬ 
cumulate accounts receivables. The 
balance repre.sented increases in other 
assets. 

The debt/equity rose to 1.90:1 from 
1.71:1, though this did not affect the in¬ 
terest coverage ratio adversely which mov¬ 
ed up to 2.98 times from 2.28 times. The 
current ratio improved from 1.71 to 1.76 

UPTON INDIA 

Traditional Businesses 
Do Well 

LIPTON INDIA registered a record per¬ 
formance in' its traditional businesses 
during the flnancial year ended December 
1990. Its traditional business are tea, edi¬ 
ble fats and dairy and animal feedstuffs. 
However, in the new foods business, which 
accounts for less than one per cent of total 
production, the results were unsatisfac¬ 
tory. Production of various items in 1990 
were as follows with comparatiw figures 
for 1989 in brackets: 

(Ibnnes) 

(1) Blended teas including bulk, 
packets and tea bags (including 
quantity processed by others) 40,811 

(44,1.79) 

(2) Hydrogenated oils/vanaspati/ 
refined liquid oils (including 
production at part-leased 
taakiics at Hindustan lever 
factories at Sewn, Bombay 


and Shamnagar, West Bengal 39,147 

(57,261) 

(3) Milk powder (including 

baby food) 2,942 

(3.346) 

(4) Maiganne (includes production 

at Hindustan Ijcver) 1.150 

(951) 

(5) Ghee 2001 

(2,163) 

(6) Animal feedstuffs (including 

quantity processed by others) 2.39,930 


(2,26.977) 

(7) food and beverages (processed 

by others) 966 

(7.168) 

Sales of pouch-pack ‘Ttaza’ tea con¬ 
tinued to grow significantly during the 
year. Hie company started operations at 


Its new packbt amt insttuit tea factory in 
igtttii district in Uttar Pradesh, in addi¬ 
tion, several cost restructuring measures 
were also adopted. 

The profitability of the edible fats 
business was improved through higher 
volumes and better management of work¬ 
ing capital and cosu. A nuige of speciality 
fats were successfully launched which con¬ 
tributed to the improved results of this 
buriness. Due to the abundant availability 
of milk and milk powder, margins in the 
milk powder business were under pressure 
However, dairy volumes registered an im¬ 
pressive growth. 

The animal feedstuffs business had 
another good year with significant in¬ 
crease in volumes. The business continued 
to make a heady and substantial contribu¬ 
tion to the company’s profitability. 
However, volumes were adversely affect^ 
in the new foods business mainly due to 
lower than anticipated market growth in 
the fruit drinks segment. This resulted in 
losses on account of accumulated slow 
moving stock which had to be written off 
as well as higher cost of operations. The 
company is reviewing its future strategy 
in this segment. 

The company took energy conservation 
measures with some success in certain 
areas. Electricity consumption per tonne 
was brought down in the dairy business 
from 661 kwh in 1989 to 656 kwh in 1990, 
although It went up from 29 kwh to 
33 kwh in the tea business and from 
336 kwh to 350 kwh in the edible fats 
business. Similarly, furnace oil consump¬ 
tion per tonne declined from 173 kl to 168 
kl in the dairy business. Although coal 
consumption per tonne declined from 220 
kgs to 197 kgs in dairy business, it increas¬ 
ed from 253. kgs to 267 kgs in the edible 
fats business. As regards energy from 
other sources, consumption per tonne 
declined from 28 kgs in 1989 to 17 kgs in 
1990 in edible oil business and spurted 
from 1,276 kgs to 1,344 kgs in others. 

The company continued its efforts in 
technology absorption and research and 
development. About Rs 35 lakh, i e, 0.06 
per cent of net sales, were spent by way 
of recurring expenditure on R and D. 
Access to Unilever research facilities and 
the R and D facilities of the company 
situated at Andheri, Bombay, secured for 
the company new technology in the field 
of manufacture of vanaspati by introduc¬ 
ing pressure leaf filters in vanaspati fac¬ 
tories. R and D has helped use of cheaper 
raw materials in poultry feed and reduc¬ 
ed prices to the advantage of farmers. 
Similarly, R and D helped in producing 
cattle fe^ which gives increased milk 
yield. 

The export earnings of the company ex¬ 
ceeded the expenditure on account of im¬ 
ports of raw materials and spares, etc 
Foreign exchange earnings amounted to 


Rs 11.94 iMire te 1990 as against Ri 1X46 
crore in the preceding year. As against 
this, the eiqienditure on import of capital 
goods, raw materials and spares totalled 
Rs 38 lakh each in the two years. In addi¬ 
tion, the company spent Rs 49 lakh (Rs 16 
lakh in 1989) by way of selling commisv 
sion, travel, payment of central excise on 
export and others. Dividend remitted to 
Unilever, UK, amounting to Rs 1.15 crore 
in 1990 as against Rs 57 lakh iti the 
preceding year. 

The company improved its assets 
utilisation ratio (sales/assets) from 2.54:1 
to an impressive 4.27:1. This resulted from 
the liquidation of inventories and the 
lowering of the assets base in fact, as 
against a 22 per cent rise in .sales, the 
operating profits showed a decline by 
4 per cent and net profits by 44 per cent 
during 1990. As a consequence, all the 
profitability ratios plummeted during the 
year. 

STATE BANK OF HYDERABAD 

All’Round Growth 

STATE BANK OF HYDERABAD cros¬ 
sed the Rs 2,500 crore mark in aggregate 
deposits in 1990-91 and at the end of 
March 1991 they stood at Rs 2,500.91 
crore. The bank recorded a growth ot 
Rs 409.55 crore in aggregate deposits and 
the growth rate at 19 58 per cent is far 
higher than the ail scheduled commercial 
banks’ growth rate o( 13 7 per cent. 

Total advances of the bank at 
Rs 1,764.27 crore recorded a growth of 
Rs 248.52 crore The bank has fulfilled/ 
exceeded all the norms prescribed by the 
government of liidia/RBI, as before, 
except under direct agricultural lending. 
The priority sector advances of the bank 
at Rs 664.76 crore constituted 40.80 per 
cent of net credit against the norm of 40 
per cent. Advances under differential rate 
of interest constituted 1.02 per cent of the 
net credit outstandings as at the end of 
previous year against the norm of 1 pei 
cent. Assistance to weaker sections at the 
end of March 1991 stood at Rs 167.13 
crore and constituted 10.26 per cent of net 
credit against the norm of 10 per cent. The 
percentage of direct lending to agriculture 
to net credit stood at 16.19 per cent against 
the norm of 18 per cent, the shortfall 
being due to the agricultural and rural 
debt relief scheme 

The bank’s lending to agriculture at the 
end of March 1991 stood at Rs 294.49 
crore despite its extending relief under 
ARDRS to the tune of Rs 66.42 crore. 
During the year 1990-91, the bank's 
assistance to smdl-scale industries rose by 
Rs 38.74 crore and stood at Rs 243.49 
crore, benefiting more tham 31,000 oi- 
tiepreneuis. The bank’s assistance to rural 
artisans and cottage and village industries 
stood at Rs 10 crore; covering 28,1(12 
beneficiaries, despite itt extending 
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aim ThelMiUc^ mtill wiitMu {iMace 
inciVued by Rs 20.33 cron during the 
year and touched Rs 126 78 crore cover¬ 
ing 1,64,692 beneficuunes 
The bank’s advances unda SEEUY 
meant for promoting sett-employment in¬ 
creased from Rs 41.33 crore covering 
21,677 benericianes as on March 31,1990 
to Rs 45.67 crore benefiting 23,637 
boiefictaries as on March 31,1991 Dur¬ 
ing the year, the bank extended assistance 
of Rs 4.11 crore to 1,852 beneficiaries 
Under self-employment for urban poor 
(SEPUP), the bank extended financial 
assistance of Rs 11 08 crore to 31,397 
beneficiaries as on March 31. 1991 Dur¬ 
ing the year, the bank provided financial 


INTHECAPllAI MARKET 


Sarigam Steels 

SARIGAM STLLLS will be entering tht 
market on July 8 with a public issue of 
24 lakh equity shares of Rs 10 each at 
par aggregating Rs 240 lakh The com 
pany is engaged in the manufacture of 
stainless slccl/alloy steel castings It pro 
poses to expand its production capacity 
of alloy steel castings to 15,000 MI per 
annum by installing a S MT furnace and 
incorporating a 5 MT open forging plant 
along with facilities lor a I to 2 tonne 
closed die forging plant 1o slaamime its 
production the company proposes to ac 
uuire balancing equipment For this pur 
pose the company will be acquiring ad 
ditional land at OlOC Industrial { state 
at Sarigam in Valsad district in Ciuiarat 
where the existing plant is situated It is 
to part finance this project that the com 
pany is coming nut with the public issue 
The company is promoted by Shyamlal 
Yadav, a metallurgist and technocrat, 
who IS the managing director Lqiiil) 
capital will finance the project to the ex 
tent of Rs 350 lakh (promoters con 
tributing Rs 110 lakh and the public 
Rs 240 lakh), term loans will bring in 
Rs 20 lakh and unsecured loans Rs 30 
lakh, all together netting an amount of 
Rs 400 lakh The items manufactured by 
the company have an extensive area of 
use—in railways, earth moving equip 
ment, steel plants, sugar factoiies and 
power generation equipment, agricultural 
and industrial machinery, bogies and 
draft gear assembling components 
Castings are used in refineries, paper, 
chemical and petrochemical industries 
The promoters have already made 
arrangements lor export purchase of 100 
per cent of the company’s output in forg 
mgs PNB Capita) Services and Subhash 
Dalai Financial C onsultants are the lead 
managers to the issue 

NEPC-MICON 

NEPC MICON IS entering the capital 
market with a public issue of 25 lakh 
shares of Rs 10 each at par foi a project 


ting to Rs 1.38 crore umter the scheme. 

The bank’s export credit recorded a 
growth of Rs 28 42 crore representing a 
growth rate of 43 10 per cent and stood 
at Rs 94 24 crore as at the end of March 
1991 Forex business turnova during the 
year stood at Rs 826 68 crore During the 
year the bank opened nine NRl cells tak¬ 
ing the total to 13 and a dealing room at 
Its overseas branch in Bombay The bank 
has identified/designated 21 authorised 
branches for release of forex permits to 
students going abroad 

The bank has installed 72 advanced 
ledger posting machines at 33 branches to 
improve customer service 1\vo major pro 
lecis, VI7, total branch mechanisation at 


ol Rs 5 crore to manufacture wind 
turbine generators and wind driven water 
pumps Commercial production is ex¬ 
pect^ to start by September Highlights 
of 'he issue include equity participation 
ol world leadei MICON, Denmark, for 
a projnn in ihe core sector with low break 
even at 10 42 jier cent The issue for 
public investment will open on July IS 
A unit of Khemka group. Madias, the 
company has manufacture and supplied 
more than 1,000 water pumping wind 
mills throughout the country In col 
lahoration with Moiup Manufacturing, 
MICON A/S of Raiiders of Denmark, 
It manufactures and installs wind turbine 
generators It undertakes windfarm in 
stallation on turnkev basis, from prepara 
tion of project report to commissioning 
ot wind turbines \kithin a period of 
three vears it could in collaboration with 
MIC ON, successtully install two 250 KW 
wind turbines in (lujaral in 1989 90 
which recorded I’s debut in wind power 
generation Thtir aclivitv was fivther 
geared up with the subsequent order for 
10 MW wmdfaim project consisting of 
50 wind turbines ol 200 KW each foi 
Tamil Nadu Electricits Board under 
DANIDA aid during the same year 1 he 
project was completed in a record time 
and Ihe wind turbines are generating 
power at a plant load factor of 32 per 
cent which is one of Ihe highest in the 
world Seeing the perlormance of the 
wind turbines and enthused by the 
government incentives of 100 per cent tax 
depreciation, eu the company bagged 
orders of Rs 3 S crore lor I 5 MW wind 
farm project of six machines of 250 KW 
each trom three private :omoanies lor 
then captive power genera'ion fhe 
successful completion ol this project gave 
a lillip to the commcicialisation of wind 
energy system and the company is the 
first in Asia to introdacc wind power 
systeo in the commervi il area Enthused 
the achievement in previous years a 
new company NEPt MICON has been 
incorporated in technical and financial 
collatoration with MICON of Denmark 


quirition of a maInfRiink oomtwur ibr the 
head office have been taken up during the 
year 1990-91 Mini computers have been 
installed at four zonal offices and a filth 
IS under way 

With the opening of II branches in 
1990 91— five rural, lour metropolitan and 
one each semi urban and urban -the total 
branch netwoik reached 691 

The bank has drawn up an ambitious 
plan lor 1991 92 which is tis golden jubilee 
year The highlights ot the plan arc a 
deposit budget of Rs 525 crore, opening 
of at least 25 branches including specialis 
ed branches lot NRIs, SSIs, housing, etc, 
and increase in advances to priority sccior 
by Rs 133 50 troic 


lor implemcmmg the pn>)CLi In 1991 9"* 
It has bagged orders fur a puijcci ot 1 5 
MW with SIX machines ol '•‘'(i KW each 
lor TNEB apart trom a hoq of orders 
from the private sccto? The compans is 
expected to achieve a total tuinovci ol 
Rs 2S crore in the current vcai trom this 
innovative concept of national imcrcst 

Lunar Diamonds 

LUNAR Dl4MONDS proposes to ci ici 
the capital market m August Neecssarv 
formalities for tiling of picispcctus have 
almost been completed liiv.o'pornicd in 
August 1989 lor manufacturinj studded 
jewellers with diamonds and piceimis 
gems, (he companv has us licioiv at 
Okhia Industrial Area in New Delhi 
which IS fully operational I ht compans 
also has appiovals Iroui Noidi Lspon 
Processing /one (Nt IV) lo set up i Ilk) 
pel cent export oriented unit (lOl ) u 
Noida foi diamond cuiting and pohshinc 
as Well as matiulaviun t di u umd 
studded jewellers flic csiaolishiiit lU >u 
the expansion umi ai Nf fV ssill |,iys ihc 
added advantage of libciai impoiis at 
cheaper rates and inoic m> cm vs *o 
value added exports f he tot il tosi >( the 
proicct IS Rs 545 lakh ol win h Ks 4 NI 
lakh will be financed ihroueh cqims 
Ipromoicrs Rs 168 lakh puhin Rs 2s2 
laxh) Sophisticated Isi,kIi iKsling 
machinerv has been installed lot cutting 
and polishing ot precious gems Ihc 
company has already conuiiciiecd us tx 
port business and a lettci ol .rcsit lot 
S 3,00,000 has been cstahhsiud in us 
favour lot the initial export oidcr I xpoit 
orders trom USA, (anadt and flonv 
Kong to the lune ot Rs 5 ,.)oic arc m 
hand tor which letters ot ctcdii aic ex 
pected shortly I he worldwide niaikei lor 
jewellery is estimated at Rs J6 000 erore 
and India expects an urprcccdented 
boom in exports ol golcl jewellcis 
especially precious stones and diamond 
studded jewellery Exports trom India are 
placed at Rs 15,000 crorc in 1995 The 
company hope' to have a good share in 
this boom 
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EORMIIIA 

(Sec Rule 4A 0)) 

NOTICE 

(1) It n hereby notified tot the inforination of the pubic that Gfeawes Chitram limited and Greaves Cotton & Co Ltd propose to make an appica 
tion to the Cenitdl Government in the Department of Company Affairs New Delhi under sub section (2) of Section 23 of the Monopolies and 
ftesirctivr Trade i»recticej Act 1969 for tht approval of a Scheme of Amalsamatior of Greaves Chitram Limited with Greaves Cotton A Co 
Lt J Bnel particul ir' of the scheme are a* under 


(I) 

Name 6 addiess jf the applicants 

Registered Office 

Regd Office 

Greaves Chitram ltd 

38 Mam Road Royapuram Madras 6(X) 013 

Greaves Cotton & Co Ltd 1 DrVB Gandhi Maig Bombay 400 023 

00 

Management >tr n fure of the undertakingfs) proposed to be 
merged/am ilgamated 

Transferor Comjdany is managed by Board of Directors 

Transferee Company is managed by the Managing Director under 
the control and direction of the Board of Directors of the 
Company 

(111) 

Cjpul t'u< hire of the undertaking(s) proposed to be 
merged/imal jimatej 

Transferor Company (as per Balance Sheet as at 31 031990) 

Share Capital 

Authorised 


25 000 Equitv Shares divided into 10 000 Class A Shares of 
RslOO/ each 

15 000 Class B Shares of Rs 100/ each 

Rs 25 00 000 

Issued Subscribed & Paid Up 
20 422 Equity Shares of Rs 100/ each fully paid up 
6118 Class A Shares of Rs 811600 

12 304 Class B Shares of _ Rs 12 30 400 

Rs 20 42 200 

Transferee Company (As per Balance Sheet at 31 3199(^ 
Authorised 

25 000 15% Cumulafiw Redeemable Preference Shares 
of 1^100/each Rs 25 00000 

1050000 Equity Shares of Rs 100/ each Rs 105000000 

Rs 10,75 00,000 

Issued Subsrnbed > Paid Up 
20 265 15% Cumulative Redeemable Preference Shares 
ol Rs 100/ each fully paid Rs 2026500 

• 9 85 687 Equity Shares of Rs 100/ each 
fuHy paid Rs 9,85 68 700 

• Since subdivided into shares of Rs 10/ each Rs 1005 95 900 

(iv) Present activitic of the undertakinsfs) proposed to be Iran^nsr Company carries on the business of Civil Structural 

merqed/amalijamated and AAechanical Engineers 

The Transferee Company carries on the business ol Manufac 
turns Merchants Bankers Agents of ioint Stock Companies 
Commission Agents Manufacturers Agents Brcrkers Exporters 
Importers of Engines Boilers and Machinery of all kinds etc 

rv) Brief partit ulars o‘ the proposed scheme of merger/amalgamation indicating the objective proposed to be achieved 

1 he amaig imai on of the transferor company with the transferee company will be effected by a Scheme of Amalgamation under Section 
391 read witi Section 394 of the Companies Aa 1956 ^reinafter referred to as the Scheme ) 

The mam feature' and effects ol the Scheme are as follows 

(a) Tlie wfroie of the undertaking composing the assets and liabilities of the Transferor Company will be transferred to and vest 
in Applicant 

(bl The Transferee Company shall allot such number of Equity Shares of Rs 10/ each as may be necessary to satisfy its obligation 
for jliotment of its Equity Shares to the members of the transferor company m terms of the Scheme 
( 1 the transferee company shall cause a Special Resolution to be passed at a general meeting pursuan' to Section 810A) of the 
Act for allotment of its Equity Shares to the members of the transferor company in terms of the Scheme 
(d) 1 he amalgamation of the transferor company with the transferee company shall take effect from the commencement of business 
on 1st April 1990 

The mam objectives of the Scheme will be as follows 

The proposed amalgamation would be in the best interest of both the companies and their respeatve shareholders and would 
also be in the best interests and for the welfare of the employees d Transferor ComjMny The amalgamation of the Transferor 
Company would enable the amalgamated company to carry the combined business more economically and efficiently It woUd 
bring in economies in operation would ultimately benefit the consumers The amalgamation would also result in enlarging the 
activities of the amalgamated company which would avoid duplication and reduction in administrative and other oyeihead « 
penves besides optimum utilisation of the managerial and other resources 
(vi) Details of the exchange ratio/considerstion projxtsed for shareholders/creditois of the amalgamated/merged undertatung 
Members ol Greaves Chitram Limited will get 

Fur every 412 Equity Shares of Rs 100/ each held by them in the Transferor Company one equity share of Rs.10/ each credited 
as fully paid up in ihe Tranderee Company 

(2) Any person interested in the matter may male a representation (in quadruplicate) to the Secretary Department of Comftany Affairs, Govern¬ 
ment of India Shastri Bhavan Dr Rajendra Prasad Road New Delhi within 14 days from the date of publication of this notice intimating h« 
views on the proposal and ind eating the nature of his interest therein 

for OMMfB OimtAM LMIIID For GREAm COnON » «». UBl 

(MN KAftNDIA) (K SITARANIAN) 

Bombay Dated 11th tune 1991 DIRECTOR SECRETAIV 
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POLICY FOOTNOTES 


Financial Leadership at Any Cost? 

D N Ghosh 


The competition among London, New York and Tokyo for 
rmancial leadership is growing intense and each is striving hard to 
innovate and promote high value-added rinancial activities. 
However, the instances of fmandal disruption witnessed in the last 
two decades are clear warnings of the deep systemic risks and 
frafflities which pose serious threats to the stability of the 
financial centres. 


NO single centre today dominates the 
financial transactions of the world. With 
the consolidation of the British empire, 
London emerged, in the late 19th and 
early 20th centuries, with undisputed pre¬ 
eminence and authority. After the Second 
World War, London had to share finan¬ 
cial leadership with New Ybrk, and now 
comes Tokyo with seemingly unassailable 
economic strength and power. While New 
York and Tokyo derive their importance 
from the size and diversity of their 
domestic economies, London still con¬ 
tinues to be an international centre 
specialising in bringing together borrowers 
and lenders from all over the world. The 
three are not equivalent financial centres, 
but among them, they dominate the world 
financial scene. 

The competition among the three cen¬ 
tres is intense and each is striving hard to 
innovate and promote high value-added 
financial activities. The driving forces 
behind this effort are well known: increas¬ 
ing interdependence of national eco¬ 
nomies, the development of new financial 
instruments, deregulation of financial ser¬ 
vices, and technological advamxs in com¬ 
puters and telecommunications. A grow¬ 
ing peicentage of financial services acti¬ 
vity and employment is, however, no 
longer captive to any particular location 
but is extremely mobile. 

Governor Mario Cuomo ot New York 
State recognises that the present 
dominance of New York is no guarantee 
of its future leadership, and the mobility 
of financial services is a potential threat 
to its leadership. How then to keep its pre¬ 
eminence? He appointed in 1988 an ad¬ 
visory panel on financial services to study 
the challenges faced by New York, “as the 
finandal services industry is of central im¬ 
portance to New York and the nation and 
is a key source of jobs, economic activity 
and finances”. The panel was made up of 
30 industry leaders, experts from the fields 
of banking, securities, insurance, invest¬ 
ment banking, law and management con¬ 


sultancy, telecommunications, pension 
fund management, and related fields. 
Over 60 recommendations were posed for 
New York policy-makers for striving to 
keep the State a national and world leader 
in financial services. The panel’s work 
provides ^n illuminating insight into the 
psyche of the money market pYactitioners 
of New York.' 

Clearly, New York has certain raacntial 
inbuilt advantages for maintaining finan¬ 
cial leadership: conewtration of >bor- 
rowers, investors, financU intermediaries 
and support business services. Also, it 
continues to thrive as a principal centre 
for innovative product development and 
expertise. However, the threat of disper¬ 
sion is real: the links of financial markets 
with specific regional economies are at 
best tenuous. As dispersion of financial 
markets and jobs can take place without 
loss of efficiency, the impact of cost is 
becoming increasingly critical in the loca¬ 
tional decision-making of firms looking 
for lower cost centres with -adequate 
labour force, telecommunication facilities, 
technology and intrastructures. The panel 
finds that New York could position itself 
as a relatively low cost international loca¬ 
tion, though it may find it difficult to 
maintain its relative attractiveness as a 
financial centre, by continuing to create 
more and more new business oppor¬ 
tunities. 

Overall, the recommended strategy for 
policy-makers consists of four basic 
elements: location cost and advantages, 
labour force and human resources, tele¬ 
communications and technology, and 
regulation and taxation. Quite clearly, the 
first three elements in the proposed 
strategy can provide the most sophisti¬ 
cated and responsive environment for 
financial markets to capture the largest 
share of employmen. and economic gain. 
What seems disturbing is the attitude of 
the panel towards regulation. The focus 
is on increasing the market share and, in 
that process, in order to maintain the 


dominance of New York, regulation has 
unfortunaiely taken a secondary place. 
“Given the new competitive pressures on 
firms, burdensome Slate and local regula¬ 
tions and taxes can be obstacles to the in¬ 
dustry’s growth in an area As pan of 
an overall strategy in legulaiion. govern¬ 
ments should review tlieir curient finan- 
aal scrviL-cs regulations in ordc to ensure 
that the regulatory environment docs not 
hinder the expansion of fianancial service 
A comprehensive review of all regulations 
affecting financial service firms should be 
undertaken, with the si>ecific charge of 
identifying archaic and unnecessary 
regulations that can be revised or 
regulated!' The implied policy lecommen- 
dation is clear: alKiw tree play to 
technology and cost to ovcicomc the com • 
petitive pressures and business will come 
from other markets and centres 

The ia.sdnation with innovation is over¬ 
powering The virtues o( competition and 
technologv-di iven innovation have un 
deniably cast their spell, not u le- pected 
from a panel comprising ini| ortant' 
market practitioners However, .fu' finan¬ 
cial history of the Iasi two decades is not 
one of unblemished financial innovation, 
but of financial disruptions as well 1 here 
were breakdowns in the supervisory pro¬ 
cess despite all the illusion ot liquidity 
created by the magic of financial innova¬ 
tion. These disruptions are clear symp¬ 
toms of deep systemic itsks and fragilities 
and did pose serious threats to the stability 
of the financial centres. 

The report breathes complacency. 
Issues that arc going to dominate the 
international financial arena in the com¬ 
ing decade will necessarily have a locus 
on prudential regulation, raihei than un 
innovation, on measums to strengthen and 
safeguard the system rather than on com¬ 
petitive behaviour to skirt round regula¬ 
tions and on building effective fences for 
protection of customers and in*cslois 
from the lure of short-term speculative 
ventures The global climate is slowly 
changing Blind adherence to competition 
and innovation are being sought to be 
tempered by the need for regulation. In 
the major financial centres there are 
hopefully encouraging signs of serious 
discussion on the eflicacy of the present 
regulatory structure 

in the decades tc come, the agenda for 
the financial centres should be that of 
stability, foi stability would have to lie the 
basic plank A financial centre has to Icxik 
for more business, but not al the cost of 
risk.s and fragility It must search for 
durable long-term stability in the interests 
of investors. 1 his demands co operation 


Economic and Political Weekly June 22. 1991 


l.so.t 



foab. but for ‘^fjoteretted mutual ad* 
juttment of behaviour'* This ouy not be 
etdung. but in financial transactions, it 
pi^ to be bland rather than impetuous. 
If the eclectic position sounds too unsatis¬ 
fying, read the following: 

Suppose one is being lectured by a 
dirigatK orfiaal of an European ministry of 
finance, asserting that Eurocurrencies are 
legions without commanders roaming the 
financial markets of the world One's mind 
should promptl> flood with thoughts of the 
mischief caus«J by anachronisuc govemmem 
regulations, the beneficial disaphne of mter- 
bank and intricountry competition, the wide 
range of substitutes for existug finanoal m- 
struments, the merits of lending decisions 
decentralised to where informauon about 
credit risk is most reliable, and the potential 
for improved resource allocation and faster 
growth resulting from savings beuig channel 
led to investment projects yielding the highest 
returns Conversely, suppose one should be 
cornered bv a vice-president of Citicorp or 
the Hongkong and Shanghai Banking 
Corporation, arguing that aaoss-the-board 
financial deregulation svill work supply-side 
miiacles in the world economy Tlw mind 
should (hen overflow with thoughts of bank 
enecutives who behave hke sheep in choosing 
a Latin American loan portfobo, drug 
smuggluig proceeds launder^ through banks 
in offshoie financial centres, esichange rates 
fluctuating in response to false rumours 
started by market partiapants in order to 
make explosive trades, and competition m 
tauuty between governments trying to attma 
financial institutions to thar jurudictions by 
reducing taxation and the stringency of 
supervision- not to mention the failures of 
the Herstatt and Franklin Nabonal Banks in 
1974, th > Credit Anstalt in Vienna in 1931, 
and the South Sea Company in London in 
1720* 

Aggressiveness is the name of the game 
today, IS regulation then for the weak- 
hearted ’ Will anyone listen to what 
Bagehot had to say nearly 120 years ago 
ia Lombard Street “An immense systbn 
of credit now eusts The whole rests on 
an instinctive confidence generated by use 
and years It some calamity swept it away, 
generations must elapse before at all the 
same trust would be placed in any other 
equivalent Nobody would understand or 
confide in It Credit ts a power whKh may 
pow, but cannot be constructed," 

Notes 

I Richard McCmhey, Mary Malloy, Katherine 
Kazanas, and Michael P J Jacobs, Financial 
Services. Financial Centres. Public Policy 
and the CompeMum Jar Markets, FIrmsand 
Jobs. Westview Press, New York, 1990 (The 
book IS based on the recommendations of 
the Advisory Panel on Fmanaal Services 
appointed by the governor of the Suae of 
New kbrk) 

I Ralph C Bryant, Iniematiomd Ftnancul 
Intermediation, The Brookings Insutuuon, 
1987 
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Economic and MitictfllliMkfy Amoa3|im 


India and Amnesty 

A G Noorani 


Amnesty International is not anti-Indian. On facts, like any 
mortal. Amnesty’s observers can go wrong. The answer is a 
corrective response, not condemnation; a dialogue, not a 
stand-off. 


ONE must hope that the new government 
of India will revise the old negative attitude 
that had been adopted by the Congress(I) 
towards Amnesty International Sadly, the 
National Front government also back¬ 
tracked after deciding to let Amnesty’s 
representative in Amnesty is noi anti- 
Indian Consider its cnticisms of Bntain and 
the US 

On June 7, Amnesty published a 64-psgr 
report entitled Vmted Kingdom Human 
Rights Concerns Kichard Reoch, old India 
hand in Amnesty who has been interested 
in the country for well nigh two decades, is 
now Its head of publications Releasing the 
report on UK to the press, he said "It is the 
persistent failure of the government to ade¬ 
quately address the issue of the protection 
of human rights which has motivated us to 
put together this report' 

The report is wide ranging, covering well- 
documented cases of injustice such as tjie 
Birmingham Six and the Guildford Four and 
the investigation into the West Midlands 
Serious Crime Squad and allegations of con¬ 
fessions being obtained under duress in 
Northern Ireland According to the report, 
“the issues of concern are of such gravity 
as to seriously undermme confidence in 
human rights safeguards in the United 
Kingdom’ 

1 he report condemns the arrest and im¬ 
prisonment of 90 Arabs, mostly Iraqis and 
Palestinians during the Gulf war and the 
deportation of some of them. It says, "All 
the arrests wcie earned out under the 1971 
Immigration Act on the ground that the de 
tainees posed a threat to national secunty. 
1 he government is not obliged under Umied 
Kingdom law to detail its reasons for treating 
them as a threat” The only appeal allowed 
was to a non statutory advisory panel of 
three people appointed by the home ofTicc: 
The hearings usually lasted less than an hour 
and the detainees were still not told why they 
were being held Amnesty says 

Such procedures conimvene Internationa] 
treaties, which air binding on the Umted 
Kingdom as a stele party, and other mier- 
naiional standards These require that all per¬ 
sons under any form of detention be told the 
specific reasons for thar detention before a 
coun with legal representetion 
Among those arrested were people who 
had not used or advocated vtofence but were 
detained because of their non-violent 
political views or activities and/or their 


naiionaliiy and not because of being genuine 
security risks 

Amnesty also criticises restrictions on 
those seeking political asylum in Britain, in 
eluding the lack of offlci^ mformation given 
to asylum-seekers, inadequate guarantees on 
access to independent advice and legal 
representation and the absemre of a nght of 
appeal that can be exercised prior to expul¬ 
sion from Britain 

On February 21 Amnesty had asked the 
governments of the US, Bntain, Hirkcy, 
Egypt and Israel not to vidate humui rights 
under the guise of secunty It launched an 
international drive ‘Human Rights in the 
Shadow of War' whose obiect was "to en¬ 
sure that human rights issues are not 
sacrificed to political and mditary concerns” 
Iraq was also censured for its brutalities 
On April 12, Amnesty condemned the 
kidnapping of two Swedish engineers, Jan- 
Ole Loman and Johann Jannson, by the 
Kashmiri militants on March 30 

oppose the torture aiui killing of 
prisoners held by anyone—whether these acts 
are threatened oi carried out either by 
governments or armed groups 
We condemn the torture and kilhng of 
prisoners regardless of any reasons that may 
be given to justify them To make such 
threats in connection with human rights is 
jusi unacceptable 

What IS causing concern to Amnesty, 
while observing the situation in India, is no 
different from what agitates thinking 
Indians themselves the terms and the actual 
operation of those hideous laws—the 
'ftrronst and Disruptive Activities (Preven¬ 
tion) Act, 1987, the National Secunty Act, 
1980 and the Armed Forces Special Powers 
Act, as applied to Manipur, Jammu and 
Kashmir—and the encounters 
On Octobei 10,1990, Amnesty published 
a report on Manipur entitled 'Operation 
Bliubinf A Case Study of Tbriure and 
Extimudicml Executions in hdan^jur It runs 
into 73 pages and is duly documented Ac 
IS well known, while the State government 
condemned the Assam Rifles for staging 
fake encounters preceded by torture, the 
governor. General K V Krishna Rao, dii 
fried, predictably Ihis man lowered the 
presbge of the office of governor The report 
contains an able analysis of the provisions 
ol the Armed Forces (Assam and Manipur) 
Speaal Powers Act, 19S8 
On May 10, 1991 Amnesty published a 


..... .... 

62-page report titled tndia. Human Rights 
Violations in Pun/ab—Use and Abuse of the 
Law This report contains a careful analysis 
of the TAOA of 1987 The report does not 
censure the secunty forces alone. Contrary to 
the common impression. Amnesty condemns 
no less the unlawful imprisonment, kidnap¬ 
ping and torture bv militant groups as welt 
Nearly four pages of the report narrate in 
detail what the heading of the section sums 
up, ‘Violence by Armed Sikh Groups’ 
After narrating the facts the report sums 
up ‘Amnesty International’s Position’ on 
such violence It deserves to be quoted 
Amnesty International condemns the 
torture or killing of pnsoners by anyone, in¬ 
cluding the various armed groups resorting 
10 such practices in Punjab Murders of 
people for expressing their views can never 
be justified, whether the perpetrators be 
governments or those opposing them 
Governments have a specific obligation to 
uphold and protect human rights arbitrary 
detention, torture and extrajudicial killings 
of opponents are specifically prohibited by 
international law In the case of armed non¬ 
governmental groups also there can never be 
a moral or legal justification for arbitrary or 
indiscnminate killing of people. Such acts are 
particularly reprehensible when vommitted 
against individuals solely for the peaceful ex¬ 
pression of their conscientiously ^eld views 
or for doing so in a certain language or 
simply because they may be related to such 
persons 

Yet, however provocative, the abuses com¬ 
mitted by armed groups can never justify the 
security forces themsevles resorting to ar¬ 
bitrary detentions, torture or extrajudicial 
executions of suspected opponents—the 
violations of human rights which are the sub¬ 
ject of this report Such practices are not only 
specifically prohibited in Indian law and in 
the Constitution itself but they also con¬ 
travene basic principles of international law 
International human nghts standards have 
been made bv and are addressed specifical¬ 
ly to governments Countries which have 
become a party to the rnternational Cove¬ 
nant on Civil and Political Rights (ICCPR) 
are legally bound to respect and ensure the 
nghts protected in it Although the ICCPR 
permits derogations from certain nghts in 
strictly defined circumstances, it stipulates 
that even in limes of emergency threatening 
the life of the nation all governments must, 
as a mimmum and in all circumstances, pro¬ 
tect the right to life and the freedom from 
torture: India accepted a legal obligation to 
observe these standards when it signed and 
ratified the ICCPR in 1979, there^ clearly 
stetmg to the international community that 
It consideied itself bound to uphold and pro¬ 
tect these fundamentel human rights This 
report describes how the government has per¬ 
sistently failed to do that 
No one is infallible. On facts, like any 
mortal. Amnesty's observers can go wrong 
The answer is a corrective response, not con¬ 
demnation, a dialogue, not a stand-off For 
Amnesty has amply proved that while on 
some facts it can be in the wrong, it is in¬ 
capable of ever being with the wrong The 
world would be poorer without Amnesty 
International 


ISO: 
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bring HitU Rctclsablt 

MS pii ((Hitra 

0 HjtJlU III Imiii 

(41 ihU imisidt Imhi 

Othtr liahtlitleft 
( He I I Ollici ( ipiUl 
Ui mot 

(11) HrjtKb Atljusimcnis 
(ml (Khtrs 


b AttcfMUitces 

Kadorkcenrots and 
Other Obllgaiionr 
as Her s oncm 


* SOOOINH) (H) 


l(K) >0 II fOMs *f0 
1 26 OS 4IH 4 


I 20 K7»)V0 V 
10 tH Wiill"? 

II ro) 26 2V2 )l 


I Ml 6’ I2S (O) 
42 6HV07H2 


» 2 ‘» soots {> 


12 V2 V7SS0SS 
2 S S9 S40 511 


^ 65 90 Sir 27 
H6H2H1 5H 
21 (Ml (M> IKiH 07 


i anrud hirwani 


H9H 

5tar 

PROHf'RI Y AND ASSLfS 


IfourlnM 


Imltd SI S 1990 




4(41991 

■BD 

Rs Ps 



84 fo 

(U H 



1 

Cash 

In hand with Rrsme 

Bank of India and Stait 






Hank of India (intiudtiig 
fjmjpi turani) 




10 UHS’nSI 

2 

IKHlS) 

BaUntet with Other 
Banbai 

(A) On 1 (unm Atcuum 


2? (4 42 474 (2 




Of In India 

- 



1 C2 90 IV 04 


(Ilf Outside India 
(B) On Dtpusti AtftNims 

4 4'’ 44 744 74 





(t) In India 






(11) Ouisidt India 

- 



" 1 OW l4’»iR 




4 4 44 744 74 

1 60 SS 5SS H5 

20 (Kl (K) (KN) 00 

5 

Mooc) at < ail and 
bhori Notice 





4 

Inveatmcnti (at loac) 

(1) Sn urliitk of the 






(rmnl and sutr 
(icncrnmints and 
(Mhtr fhiMtr 






stturims im lading 

In asur) BiBs of ihi 
( tntrai and statt 




H02 l2t(tH)<N) 


(cimmmmt 

19 H5 97 545 00 



5 60 (MK) 00 


00 shafts 

560 000 00 



2I02 99H5 00 


(Id) l>cbcfUufn4 ur Bunds 

19 27 02 P7 00 





(tv) Other Invcstmems 

— 





(sf Cold 






(Mafkn value. 



12 i(>I SS’Sl 



Rs 5H 51 HK 57000 
1990 Rs 51 65 K9 OOO 00) 




52 OH 7| HIS 00 

4 

Advanrcti 

(Other (ban bad and 

doubtful debts for whkh 


49(4 49 722(8) 

* r s( 4ISS ( 



pnisision has been made 
to the »-HMfattl4>n of iht 





Auditors) 

(1) loans (ikh (ledits 







Oserdrafts eu 




II r 95 7^0 79 


(1) In India 

44 14 42 64V 40 


» 25 69 r»6 75 



(Ilf Ouuidr India 

- 





(II) BilU diKounted and 






purchaacd ((xtluding 
’Beasury BUU of the 
i entral and State 
(lovcmmenif) 




22 56 90 55H 92 


(i) Paiable bi India 
(b) Payabtr outside 

179746450 95 


15 (« 56H7I II 

2 6184 491(16 


India 

(1008 42841 


69 69 69 7 2 7-r 

6 

BUI* Becttoablc betas 
BUli for ColkctlM u 
Bcr Cowtai 


42 2(.I7.»(B«4 




5 79 79 005 46 


(1) Payable in India 

12 9297 440 4) 



2 44 4196H 48 


(III Payable uuuklc India 

274 49.440 49 


2H 74 5H 656 92 

8 14 20944 04 




(4M.4M7( la 




UaMUtIca for Accep* 



62 20 56 754 4U 



taacca, ladoncaMbla 
bad Odwr CfollBUtoM 



H9 05 5U47 57 


aa Ihv CoMfHt 


UJMtTSCCO 

2 VI 99 62 964 7« 

2^9 82 89 644 24 

Carried Rcirwaiit 



ISM 


EmBankMdMkfcaiWad^ taMXkHH 

















BANQUE INDOSUEZ 

(Incorporated In France wldi Umlled Liability) 
BOMBAY BRANCH 

BALANCE SHEET A5 AT MARCH J/, 1991 


>c AT (API lAI AVI) I lABlI ITIPN 
Fmkcl ^ W» 

IH 


>(ii Intkd \t.ai 

M ^ IWi * mkd ^ 

Ks IS Rs 


PRDPfUn AND ASSI;I^ 


%ar Pndnl 
41 ^ 1991 
R' IN R> Al 


2 4M9 is 400 49 


1 92 10 I 

I'nnoWOH 

I04S90S4 

2WS ‘«)09» S'* 

5''1HI4H9I 

2 2H "'i SSS 


“»05 7H IHRI (M) 


146 29 so 619 44 


R2 95 00 mHl «K) 


30798 44 00S 49 


Brought h>rwani 

9 Profit aod Iah* 

Arcouat 

IWiiAfHt AV ptr (am 
HA lAmt Mitrt 
lr>,K Rcmiiud/lk'Ansfcrml 
to lltid tlflkt 

Profit for the >cAr ah 
p<) Profit & Luhh 
AA aiiikmU 
Uhh IVamftmilio 
SfAti)ior> KiMrvt 

10 ronilogmi I labilltlet 

ti) (lAiitiH Oh 

BAnkiog (ompAiH 
ncM AikmmMdgtif ah 
dibtH 

II) Moik) lor Hhuh ihr 

RAnbing (ompitiv ih 
lontitvt'ntl) lubir m 
ii%p(ri ol < uAniitttis 
(till lubiliiH on Bfti of 
I Xi bAOgt 
ttdiMountrd 
to) I lAhtiiiy <»ti Attouni 
of outHtAOding 
horiAArd P».hAngt 
(imtrMtH 


2 44 99 62 X>4 '^612 29 82 89 644 21 


2 28 ^2 555 (if> 
2 17 Mi 601 19 


2-5 64 12-T' 
55 12 825 55 


1)5 *^8 000 00 


H4 54 2i 799 »■» 


-H (N) 00 0(M) 00 


14V) 44 99 074 W 


4 10 69 ItH 14 
66 92 618) t)N 


4T^6! -m 21 
69-1H8) 00 


I -9 61 •»18 21 
52 76 ■^8102 


4 17 8 *'947 19 


I 85 16 772 16 
62 9911085 


2 00020 82 


2 46 15 892 19 
1IH 12 —6 9H 


I 28 04 115 51 


BrouiOH lofHAfd 

8 Pmalaa 
De|MvcteiifMii 
( OHi aa it IM Aprli )990 
Addittomi during the year 


tA«H l)cduLtioni/wruim 
off during the year 

IcHA Dqittcaiion wrhirn 
off 10 dare 

9 Pandtuiv tad Flvtarai 
l«M DqMVdatiOB 
(Imludlf^ SthklcH and 
Pquipmcmi 

(OHt ai. a IM April 1990 
Additlom durif^i the year 

IcHH Dedotfium/wrliten 
off during fht year 

IcHH IVprrciaikH) wiHien 
ofi to dan 


199 9^ 49 186 


4 9004 508 49 
] 12 86 184 

9 29 29 785 4 4 
48 05 992 01 


14 *M 70 859 61 


4 70 64 718 21 
_ 9 04 4^71 
4 -9 68 18(192 


4 ^9 68 186 92 
*'* 58 505 60 


2 4615 892 49 

_5164 04000 

2 97 ■'8 942 49 


_4 58 144 01 

2 94 20 ‘n)9 18 


1 05 09 681 42 


1 46 21 455 97 


10 Otter Aaaetai 

0) Stanza and Sori^xd 
OiKumeniH 

(il) iteLfued Interest and 
blKoani 

(lit) Ptepaid I xpemex 
(tv| Sundry Advanett 
DqiOMU ca 
(v) Bnimb AdfuMmeiit* 


11 NofrJtaaUng Aanm 
Aeifated la RadaCMiloB 
(rf Cfadaia 


12 HV66 4o55 
1 24 02 809 82 


4192 r9l4 M 



249 99 51 546 58 


257 40 98 21-45 1 219 99 51546 58 


257 40 98 21749 


3ec Nouth Miathtd 


This a tbc halantc ahett lefentd to In our report of cycn date 

5d/ 


P N (illAlAlfA 

PMtiHr 


Fbr and on behalf k4 

PRK h WArPRHfKlSC 

Chanered Accouncanis 

SdA 

Bsmbajr June 20 1991 

j r nmatr 

CMef Gmidfe Officer (Mti) 


Weekly Jme 22> 1991 

























BANQUE INDOSUEZ 

(Incorporated In France with Limited LiaMlity) 
BOMBAY BRANCH 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED MARCH 3h 1991 


year Ended 
4t 31990 
Ri P* 

IXPINDnURF 

War Fnded 

31 3 1991 

Rs Ps 

War 
Pnekd 
31 31990 
Ri Ps 

IN< OMF 

(Urvi provision made during the )Tar for 

Rad and DoidRfu) Debts arid oltm usual 
or nccessar) provisions) 

TtavEMM 

51 51991 

Ha h 

17 75 H 667 H 

1 imcie*i paid on Deposit* Borrowings nc 

25 65 71 153 52 

50 01 44 295 59 

1 Iracmi and Discount 

2766 97959 70 

T7,71752 47 

2 Salaries Allowane* Provident Fund eu 

86 22 553 52 

5 70 53 TS-f 03 

2 c umnUsshwi Fxchange and Btokenge 

5 HI 11 561 74 


3 Director* and UksI ( ummitiee Members 





21000 00 

foes vid allowaiKcs 

14 fKKl 00 










74 08670 96 

4 Rem Ikxes Insurance ll{d'tlng etc 

6 ft 51 896 52 


siher land pirmiwi and txlKr aaaei, (mx 


19(750 00 

5 Uw (haidc 

84 535 011 


lAdlied CO reserves or am particular 






act (turn) 


54 51 185 67 

6 Pnstagr Tetegrsms and stamps 

27 9 1592 P 








5 Net Protli on fTsaiuailon of investments 


55 00000 

T Midliori ftes 

55 (XM) 00 


gold and sliver land premisrs and other 






assets (mu credited to rrscncs or jmy 



8 Depreciation on and the npain to hanking 



pafiKular acetHim) 


69B6 9TT55 

company s pnipi n> 

'0 15 *91 61 








< Ini xm Intm mm hanking asMts 


169111694 

9 Stationery fyintlng Advenlsement lu 

PH 320 *9 







_ 

■I Dilur Rrttipi, 



10 loss from sak of im dealing with 





— 

non banking assets 



8 liiss 

- 


11 Other Fxpcndltun (inciuding HO 





2 55 08 157 55 

administrative expenses) 

1 58 54 151 55 




285 90694 5' 

12 Pndli for the year 

175M1174( 




55 7198 051 41 

TOTAI 

55 49 10 501 44 

35 71 98 052 42 

HIIAI 

55 49 20 50144 


NOTES FORMING PART OF THE ACCOUNTS FOR THE YEAR ENDED MARCH 31, 1991 


I M^hUlcaM Acc ona t to ig PolkiM 

TbCBr RccoHnu have been prepared under die hiaiorical iost conveniion In aaor 
dMcewhliitatMor) requlftnicntipieacribed under liie Banking Rqpilation All 1949 

A) tarciaamp tai accwMca 

te ve at me m a In iccuiitln of die Ccmral and Slate Crovemmmik and other miatee 
•ecurtUca Induding treasury MUs of the Central and State Govemmemt share* drhen 
hopes or hondi otto investments art valued »tost 

•) AdVMKCB 

O^ravWoB for Bad and Doubtful Debts 1 he manaiemeni review* dwachancei/foan 
port fo lio each year In addition to perkidk reviews and based upon their fudgment sets 
aMde specific provision foe bad and doubtful debts The provision for bad and doubt 
fol debts Is aside to the sailsfaLtion of the auditors after tunsidering present value 
radlalbk semrltr hrM by the Bank In rcspeit of such advances andodicr rdaied foLion 

B) Advances are stated net <d bills of eaLlunge redtscoumed and specific provision 
In lespeu of bod and doubtful debts 

W) ProvWoos Inve been made on a grou tnsis Tax relief which will be available 
w h rn the advance b written off will be accounted for toi the year of write off 


D) Incooac recogidtioa; 

I) Interest incmnc is recogn is ed on accrual basis and In the case of non perfom u ng 
advances the same Is retognlaed on recovery and seiilemcm 

U) Conuniulon and fees rharged/rcalised art credited to focome 4t the time of elfec 
ting the tranaacilons to which they relate 

B) Other Appropri atkf ifP t i d oaf e i i 

I) Provision fbr gratuity to atalf has been amde on in accrual basis as ccrtlfM by the 
actuary Ihc Bank has a separate mist fur gratuity 

II) Assets and liabUliles In foreign currencies are conve ne d at the ratts ruling at dir 
year end and the contingent llabtlliy in rrspeti of forelin cxclanBr comracca la eon 


verted at the contracted rates 
2 Bcm un cration paid to Chief Baecutlvc 

Dflkcr/s In India Year Bnded Year Ended 

41 ) 1991 31 ^ 1990 

Bs is 

Salary 430 66'^ 220500 

Perquisites evaluated In 

accordance whh Innmie Tax rules 106 ?9B 90 B50 


C) Fremlaca. Ponitisre aad Nsturra 
P *< ^"**^ ftimliurr and fixtures have been valued at cost less depreciation 
Deprec iati on has been provided 

I) On written down vahir baais for the full year (includbig addiiiom during the year) 
In retpccT of assets at the tiles generally specified by Schedule XIV to the (.ompanles 
Act 1956 


3 The money for which the Bank to contlfifemlyUabk hi ropca of Utters of CrcdliMd 
Guaramccs bicliMlai is 110605 00(peeviouiyaris 2 I34l400)lnreapccidrolllcm 
ofdicBaidc 

4 OtherUabiUtlcc and OthcrAsKts IncludeamounapendliigVBmfcrtouppnpriMe 
accounts 

5 Previous yrar s figures have been fcgroupcd/fcamagad w he r e v er necemmy 


See Note* AtcMhrd 

This Is the Profit and Um Acetwm Afirred to in our report of i^in date 

m 

PN OHAIALIA 
Pvilirr 

Por aiKl 4m behalf of 
PilCF WATCRHOUSt 

Chartered Accotmunt* MA 

3f IMBUT 


Bombj) June 20 1991 


Chief iMewitpe Oflker (kidlA) 























BANQUE INDOSUEZ 

(bMorponaed In France widi Umlted Liability) 

BOMBAY BRANCH 

Schedule of Particulars of Advances required by the Banking Regulation Act, 1949 
ict X of 1949) annexed to and forming part of the Balance Sheet as at March 31,1991 


foe the 
Ended Msnh 
1990 
lU H 


for the 
^mkd M4Kh 
1991 
lt» IS 


I DdNf comklefvu g(Mtd m retpcci uf which 

46 H 96 HI 69 the HankinR c ompany fully wcuied 19 H2 M OH*! 4** 

i Dehic conMdered (tuod for which the 
Btfikinii LumpRfiy hnids no wcurtiy other 

N 98 04 401 79 than the dehior» penonal M.ciirli]i ^ 44 91 IH9 0*^ 

4 Drtxs comldeted himkI wcitred the 
penonat of tme or moiv partlc> i» 

Addiikm 10 the prfMmil aecurii) of the 
ckbcoTk intludinit imoum due from a «kk 

14 96 691H9 29 «.<Nnpan> 2^ 04 41 444 00 

4 Deht% consktrnd tkiuMful or bad not 
-> prtnkfcdfor 

69 69 69 722 rr 42 21 87 618 64 


4 Debik due h) l»ieti(m <ir C^fken of the 
Banking Uunpany or any of them CMhcf 

29 94 400 49 arverafly or fmmly with any other pciwim 24 40 t74 04 

6 Dcbtt due by companies or flniiB In wluch 
ihe Dlfceiors of the Banking Company are 
tntnratrd aa dimtun partnen t>r managing 
^tenik nr in case of pnvatr companiek 
» ak membera — 

f Maximum total amouiu of advamta 

inchidlf^ tempurary advancck made at any 
time during the year t« dirccion or 
ma nag etk or oflkcn uf the banking 
company or any irf them riihtr ackenHy 

47 87 464 68 or foimly with any ocher penom 24 27 9to 87 

ft Maximum local amuum of advancea 
im luding temporary advance! gnmed 
during the year to the com p anlca or firm* 
tn whkh the duecton of the Banking 
Company an interrsird aa diaenon 
patincik or managing agema or in the 
— caac of priv»c companiet m mcmbe i a ~ 

2 44 787 92 9 Due from Barddmi C ompanlca 101 28 940 06 


Auditors’ Report on the Indian Branch of Banque indosuez 
under Section 30 of the Banking Regulation Act, 1949. 


Rfr have a ud he d the anm-hed Balance Sheet of the Indltn Branch of Banque tndoauer as 
R March 41 1991 and the idativc Pnrfb and Loaa Account of dir Indian Bnnch of the 
Mi for the year ended on ihai date ilgiwd by os under refcienLC m ihh repon 

In RBcnid an cewhh the provirtum of Section 29 of the Banking llcgulai ion Act 1949 trad 
RrMi the pfowtalom of Suh-Scakina (I) (2) and (5) uf Section ill and Suh-SrciKm (4) of 
lecttoa237ofdie(,ompanlrtAct 1946 the Balance Sheet and the Ptofli and Una Account 
idj^dicr whb the noin theneon aie not lequlied to be and are not drawn up fh actonlancr 
vih I chad ul e VI mhe Companlca Act 1946 The acetumta are therefore drawn up in 
MbnakywhhPorms A and 8 of the fhiid Schedule to the Banking ftcguUtiim Act 

1949 


;i) Mb haw ohialncd all the informaikm and explanalhHik whkh to the hcM of (wr 
knowtodie and helktf were nccesury Utr the purpuaca of our audit and have ftMtml 
them M he Mtkfociory 


Bu whiy Jude 20 1991 


(2) rhe tnnaactMmk whkh have tome to our nwki have been m our tipinKm within 
the powers of the Indian Bramh of the Bank 

(4) in our opinion proper books td aicoum as rrquircil hy law hive him kept by tbt 
Indian BniKb uf the Bank so far as appeart fiom our examinainm of chese hiMikk 

(•) rhr ahene mmiKWied Balamt sheet and Fnifh and Um Aiioum of ihc Incltan ftnmh 
of the Bank ikaN wkh hy this repiMrt are in agnrmeni with the books of aiioum 

14) In our opinion and to the hru of our infurmrehm and anording to th* exfdanatiom 
ghm Ml Uk rhr Balance Sheet ami ftiufii ami loks Accuuni logeihir with the noeck 
ftkmmgivi itieinlormailoarequirrdby ihrfiMnpanKcALt 1946 sc amended inthc 
maniwr so required for Banking < unqiantec and on such basic the taid Batame Sheet 
gives a imr and fair slew of the Mate uf affain of the Indian Branch of the Bank m 
ai March 41 1991 and the ftfidit and l«is> Accouni g t a true and fair view <»f the 
peufh of the Indian Bramh td tbr Rank for the y*.v imfed Matih 4| 1991 

Sd/ 

fN fiHAIALlA 
ftanner 

fw and on behalf of 
ftRKE VATERIKHJSE 
rhanered AccciuniMik 


and FlcWied Wbekiy June 22 . 1991 


1909 









ASSAM 

Congress Returns to Brahmaputra 
Valley 

Kamarupee 

Rejected five years ago as a party hostile to the Assamese-speaking 
people of the Brahmaputra valley, the Congress(I) has scored 
notable triumphs this time in precisely these areas where also the 
ULFA writ runs unchallenged. The inference that the party has 
struck a deal with the ULFA is inescapable. 


FEW tears are likely to be shed over the 
defeat of the Asoirt Uana Panshad (AGP) 
which, alter holding office for live years m 
the State, has suffered a humiliating defeat 
in the lecent elections to the assembly and 
the Lok Sabha The party, which had made 
a spectacular debut in the December 1985 
general elections in the State, capturing 
political office within a few weeks of tak¬ 
ing biith, has now suffered an even more 
spectaculai dclcat The Congrcss(l), which 
five years ago had been able to win only 2S 
seats in the 126-membei assembly has come 
back with a bang capturing 65 seats It has 
also won eight Lxik Sabha seats while the 
AGP has won only one 1 he BJP has won 
two seats (Karimganj-SC and Silchar, both 
in the Barak valley) and the CPl(M) has won 
the Barpeta seat The remaining two seats 
both reserved tor Scheduled T)ibes have been 
won by the Autonomous State Demand 
C ommittee (Autonomous District ST) and 
the ‘independent’ candidate supported by 
the All Bodo Students’ Union and the Bodo 
Peoples’ Action ( ommittee (kokrajhar ST) 

It IS however too early to say whether this 
defeat of the ACiP, the first regional forma 
tion in the State to captuie political office, 
marks the demise or even the weakening ol 
r^ionalism as a political loice in the State 
For, the factors that contributed to the 
emergence of the AGP, which in the event 
turned out to be the ‘acceptable face ot 
regionalism’, in Assam have deep roots in the 
social, economic and political history ot the 
‘people ol Assam’—indeed in the inescapable 
necessity to use the inverted commas to 
denote that ascrtpiion, something that is not 
necessary when one discusses corresponding 
dilemmas of other nationalities of India 
Thus, the expectations, anxieties and rages 
that have contributed to the emergence ot 
the AGP will not disappeai merely because 
the AGP has sulleied a humiliating electoral 
reverse 

The disaster that has overtaken the \(iP 
has been entirely predictable and w.o being 
anticipated in numerous repoits Iroiii the 
State The sheet incompetence oi the gocern 
ment leaders, the bta/en cronvisni, the total 
indiffeiimce to the very issues (some ol them 
non-issues) which the AGP leaders m ihcir 
earlier manifestation as leaders of the All 


Assam Students’ Union (AASU) had ex¬ 
ploited to launch themselves on a political 
career only to kick off the ladder they had 
used to climb—these have clearly not been 
forgiven 

Indeed, the emergence of the United 
Liberation Front of Asom (ULIA) which 
turned out to -be the nemesis ot the AGP 
government was causally related to some ot 
these failures that a'ose out of the iiubris 
ot AGP leaders The AGP leaders’ am 
bivalence regarding Ul.FA which they could 
neither suppress nor make a deal with lelt 
them with no escape route when finally the 
crackdown from above came Ultimately it 
IS the C ongicss(l) that appears to have sti iick 
a deal with U1 FA—an infcmnc'e inescapable 
in the light ot the sweep of the C ongicss(l) 
candidates in areas where ULFA’s wiit used 
to run unchallenged 

Above all were the unseemly wrangles 
among the top leaders oi the AGP and the 
rampant factionalism that culminated in the 
split in the party Quite in chaiactei, this split 
which had an allegedly ‘ideological’ basi'- 
came about not when the AGP was m olliic, 
but altci the dismissal of the goveinment- a 
development which indeed aggravated the in 
teinal crisis in the party and made the split 
inc*vitablc Hopelessly debilitated by thesi 
vaiious self inflicted wounds, ncithei the 
ACiP, noi, much less, its various even more 
feeble i tones each postuiing more and mote 
extreme torms ot an esclusivist regionalism, 
could carry conviction among the electoiate 

Several features of the return of the C on 
gress(l) to the political centre stage in Assam 
deserve to be noted Reviled for long and 
reiecied as being allegedly totally hostile to 
the genuine aspirations (and even more 
iinportanily, the appiehcnsions) ot the 
maiority ot the Assamese speaking people 
ot the Brahmaputra valley, an area ot crucial 
political and cultural pre eminence m the 
State, the party has affirmed its relevance 
pieciselv 111 the very same aieas ot the Si.ati 
from where ii had been so ingioriousiy 
ousted by the AGP a little over live vcais 
ago Ip the demonology ol the AGP and its 
supporters, the t ongrcss(i) (and especially 
Hiteswar Saikia) had sold itself out to the 
‘vote hanks of illegal foreigners’ I he aigu 
ment acquired some substance in the light 


of the paltem of vote and boycott ot polls 
in the controversial general elections of 
February 1!MI3 when, defying the call for ptdl 
boycott by the A/^U, the voters in the 
periphery of the Brahmaputra valley and 
outside the valley had voted the Congress(I) 
to office, while in doaens of constituencies 
in the areas which the Assam agitation 
leaders were to claim as their own in the 
December 1985 elections, hardly a few 
hundred voters cast their votes 

However, the results ol the present elec¬ 
tions indicate that the grudges and bitterness 
generated in those blocHlstained elections of 
February 1985 htivc largely been set aside, 
though not perhaps forgotten For it is 
precisely in the very came areas where 
AASU’s boycott call ol February 1983 had 
a near total response and where two-and-a- 
half years later the very same AASU leaders 
in their manifestation as AGP leaders made 
then spectacular debut that the Congressfi) 
has scored its most notable triumphs This 
allirmation ot the Congicss(l) as a paity no 
less responsive indeed according to 
Hiteswar Saikia'-- pionouncenients in the 
election cauipaign, far more responsive — 
to the aspiiations (and anxieties) ot the 
people of the State, including the Assamese 
pcHiple, than sell pioclaimedlv regional 
political lormallons like the A( iP is pci haps 
the most significant feature ot the election 
results Of the 65 seats the ( ongress(l) has 
won (which IS liketv to go up to 66), only 
ihiee scats aic in the ‘Bengali dominatc'd 
Barak valley distruis’, and a furthei dozen 
01 so had been held by the United Minorities 
Inini (UMI) and were presumably Irom the 
so called 'immigrant inhabited areas' But 
Iht overwhelming bulk ol the Congress(l) 
victories have been in the heartland ot the 
Biahinaputra valley 

All thc^e still do not add up to an obituary 
for icgioiialism in Assam, much less in the 
north-east region I ui accompanying the set 
back In the AGP and indeed substantially 
contributing to that set back are the notable 
triumphs of the movements based exclusively 
among certain tribal gioups in the State 
seeking greatci autonomy within or total 
separation from Assam The Autonomous 
State Demand C ommittee (ASDC) which 
has been agitating for the constitution of the 
two autonomous hill districts ol Karbi 
Anglong and North Cachar Hills into an 
autonomous State within Assam has swept 
the Karbi Anglong district w inning all the 
foui assembly scats from that district, its 
nominee has been returned to the Lok 
Sabha Nine ’independent’ candidates sup- 
portcc oy the All Bodo Students’ Union and 
the Bodo Peoples’ Action Committee have 
been returned to the assembly while another 
such ‘independent’ has won the Kokrajhar- 
ST Lok Sabha seat 

Given the widely held belief at least 
among the ACiP supporters, that much of 
these agitations had received covert backing 
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Mani for rile AOP sowenuttot. h woiiM be 
intemtmi to sefc how the government will 
Udrie these problems, espeaally in the light 
of the repeated affirmations of Hiteswar 
Satkta that his first priority will be lo tackle 


these probleroi (indatUng riM Issues nrised 
by ULBh), and his known derire to go do«m 
m history as a leader more passionately 
‘Assamese’ than the most perfervid pro¬ 
ponents of an exclusivist and extreme 
Assamese nationalism 


ANDHRA PRADESH 

Two Elections, Not One 

M Shatrugna 

Rajiv Gandhi's assassination and the postponement of the second 
phase of the ejections by three weeks, during which period the 
Congress(l) made an elaborate show of exhibiting the slain 
leader's ashes in the constituencies where elections were put off, 
changed the electoral fortunes of the Congressd) quite dramatically 


WHILE the rest ot the southern States have 
gone in favour of the Congress(l) in the tenth 
Lok Sabha elections, the pei formance ol the 
party in Andhra Pradesh has not been as im 
pressive It was defeated in as many as 17 
important constituent tes with wide margins 
of votes 

Elections were held in Andhra Pradesh in 
two phases, on May 20 and June 15, with 
17 constituencies going to the polls in the 
first phase and 24 in the second phase after 
Rajiv Gandhi's assassination I he results ol 
the first phase clearlv showed that opposi 
tion to thr Congress was strong with the 
party being defeated in 14 of the P consti 
tuencies, conceding 10 seats to the 10P and 
one seat each lo the CPI, ( PI(M), BIP, and 
MIM Out nt the 108 lakh valid votes polled 
in these 17 k.oristituencics the TOP and its 
allies polled 45 61 lakh (41 9 pei c>'nt) and 
the Congreis(l) tails was 4108 lakh (19 6 p.i 
cent) In the ninth l>}k Sabha poll in 1989, 
the TOP and iIj allies had pulled 41 2 per 
cent votes and the C ongress(l) 50 8 per cent 
in these constituencies In 1989, all the 
coastal Andhra seats had been bagged by the 
Congress(l) bartiiig Narsapur and Bobbili 
Apart from the overall poor showing at the 
polls in the tirst phase, the party suftered 
heavy political losses in the area It lu^t 
prestigious scats in the agnculturallv pro 
sperous Godavari bell in coastal Andhta 
The emergence of the Godavari basin as an 
industrial aiea with the discovery oi oil and 
natural gas there has coded the C ongress’s 
political and economic influence Also, the 
support of the prosperous Kapu communitv 
lo the TDP has further added to the discom 
fiture of the Congressd) In the Krishna 
basin also, the Congressd) reverses have been 
heavy For the first time since 1981, ( untui 
the most prestigious seat of the area, slipped 
out of Congress(l) hands 

The defeat of the 92 year old N G Ranga 
the doyen of the early Kisan movement in 
Andhra and a contemporary of the late 
Chaudhury Charan Singh, by a relatively 
unknown Muslim youth, lail Jan Pasha, ol 
the avil contractor tycoon, K S Rao, by 
K P Reddiah, a backward class leader in 
Machilipatnam, of Chennupati Vidya by 


Vadde Sobhaiiadcswar Rao in the highly 
political Vijayawada constituency, of Singam 
Basavapunnaiah by Reddy Venkateswarlu in 
Tenah seat will all have senous consequences 
tor the stability of the present Congicss(l) 
ministry in the State 1 he Congressd), which 
masterminded the Kamma Kapu nuts in 
Dcccmbei 1988 appears to have paid a 
heavy price for its misdeeds now Also, the 
popular theory that the TDP is a Kamma 
party has been called into question by the 
(act that It was the Congressd) which field 
ed three Kamma sulwarts against Tetugu 
Desam m the Krishna Guntur belt and all 
three c I them lost The defeat of Chennupati 
Vidya particularly is a blow to the party as 
It had specially chosen her— a Brahmin by 
birth and married to a Kamma—for the 
Kamma Brahmin dominated Vqayawada seat 
While the retention of the Narasaraopet 
seat by Kasu \cnkatakrishna Reddy can be 
at'ribuied to the enormous infuenee ol the 
Kasu fainilv in that area, the suecess ol 
liquor baton Maguma Subbarami Reddv can 
he traced to the enormous funds Reddy 
could muster lot the election Chief minister 
Janardhan Reddy had a personal stake in the 
Nellort (S() seat where his hand picked 
candidate, Kndumula Padmasri, won the 
seat with a majority of 45,000 votes Of the 
loui seats m lelengana that went to the polls 
in the first phase Nalgonda, a traditional 
stronghold ol iht communists, was won by 
Uhaima Bhilshani of the CPI with a 
majoiity ot 68 000 votes In the CPI(M) 
bastion of Miivalguda, vetern communist 
Bheem Reddv Narasimha Reddv managed 
to wrest the seal from the Congress(l) with 
a slender margin of 8,000 votes His other 
rivil the voung radical medical doitor 
Siidhakar supported by the ML parties, 
garnered about 2^,000 votes, mostly at the 
expense of Iht ( PI(M) For the Secundera 
b id Lok Sabha scat a young backward class 
leader Bandatii Dattatreva of BJP, who had 
been detained duong the Emergency, 
trounced 1 Mancmma Anjaiah of Con 
gn‘ss(l) by a massivi margin of 85,000 votes 
Manemma widow of former chief minister 
r Anjaiah (Reddy) was s<t up to cash in on 
the ‘sympathy vote for her late husband. 


who had a hutnMe Mi;!kgnmiio, oagumuig 
as a dalijMvage worlrer in riie local Allwyn 
factory five decades ago The Congressd) 
had picked her in 1984, though she was new 
to p^itics With the loss of Secunderabad, 
the entire Hyderabad urban area has slip 
ped out of Congress(i) hands Hir the 
Hyderabad seat, the Congress(I) could put 
up only a token fight by fielding an 
unknown local functionary as the chances 
of winning the seat from MIM supremo 
Sultan Salauddin Owaisi were very lemote 
The Congressd) nominee polled only 13,000 
votes, losing his security deposit 

In the first phase ol the elections, it would 
appear, the minorities went over to the TDP 
in the coastal region A closer look at the 
voting pattern indicates the emergence of the 
BIP as a third force The BJP cut into the 
vote ol the TDP in Nelloie (SC) where it 
polled about 85 0(K) votes and the Con 
gress(I) won the seat by a 45 000 vote 
majotttv In Ongole also the B IP, with a tally 
of 28,000 votes, might have altered the result 
in favour of NIR had then been an alliance 
with TDP 

I he results rt l)eei the dissatisfaction of 
the ptople with the 16 month rule ot the 
C onpress(l) \pari f'oiii not providing any 
imaginaiive and eieative pollnal pro 
gramme to the people the party ha sought 
to scuttle evei y measure of the T Dk govern 
ment when it was in power, like the sub 
sidised rice scheme the setting up of 
mandal level administration at 'he taluka 
and the abolition of the age old village 
officers system Congress(l) lule has been 
replete with internal dissensions fac¬ 
tionalism and worse affecting the entire 
administrative sci up even though it is 
endowed with the sctviccs of efficient and 
honest officers like k Mudhava Rao and 
Mohan Kanda The intcinecine battle bet¬ 
ween the irrepressible N Srimvasulu Kiddy 
and M (. henna Reddy and the final sack of 
the lattei follow mg the December 1990 com 
munal not* have dcmoialiscd the civil 
service Srinivasula Reddy is known to refei 
to C henna Reddy as fas chief mimsier, 
apparently leteiiing to the tax messages sent 
by the chief iiunistir from the IJS when he was 
undergoing treatment for a kidney ailment 

I he failuie ot the government in track 
ing down the fcrpetralors ol the December 
1990 communal violence in the twin cities 
has also shaken the voters confidence in the 
part) I he rciection ol the Congress(l) in 
Secunderabad coiroboratts this It appears 
that the voteis regarded any political partv 
ranging from BIP^MIM to CPI(M), as 
preferable to the ( ongress(I) 

Howevei Kajiv Gandhi s killing and 
postponement of the second phase of the 
election bv thiet weeks during which 
period the State Congrcss(l) had taken 
special measuies to transport urns contain 
ing Rajiv Ciandhi’s ashes to the constituen 
cics where elections had been postponed, 
appear to have swayed voters in favour of 
the Coiigress(I) Through a splendid com 
bination of political chicanery and un 
ashamed misuse of the state machinery, the 
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esdilbited all over the State In the second 
phase of elections, hddon June l5,theC(»t- 
gres$(I) tally of votes went up to 67 34 lakh 
(48 per v.ent), whereas the TDP and its allies 
secured only 48 34 lakh (34 per cent) Of the 
24 seats that went to the polls in the second 
phase, the Congress(l) bagged 21, sweeping 
the whole of Rayalaseema and winning ma- 
jot chunks in Tbiengana The TDP could 
wrest from the Congiess(l) the relatively pro¬ 
sperous Nizaraabad seat and the eco¬ 
nomically most backward Adilabad seat 
The victory of the Congress(I) m Warangal, 
Hanamkonda, Kareemnagar, Medak, 
Peddapalli(SC), and Siddipet(SC) has been 
impressive with huge margins of votes The 
BJP factor played a major role in Nagar 
kurnool(SC) where the party polled about 
77,000 votes and the Congress(l) retained the 
scat with a 51,000 vote majority Similar was 
the case in Mahaboobnagar where the BJP 
polled I 25 lakh votes and the Congress(i) 
letained the seat with a 33,000 vote margin 
over the T DP Interestingly, in the Pedda- 
pallt(SC) constituency where the Congress(l) 
had polled 2 51 lakh votes the voter turnout 
was less than 50 per cent Out of the 10 97 
lakh electorate, only 5 21 lakh vots were 
polled Though the TDP polled about 141 
lakh votes there, the poor turn out, most 
piobablv due to the poll boycott call given 
by the Peoples' War Group, appeared to have 
upset Its chances This is a sprawling con 
stitueiic) covering the entire Singareni Coal 
belt where the PWG has considered follow 
mg and dedicated cadres A low voter 
turnout generally helps the Congress(l) 
The ‘sympathy factor' appears to have 
helped the Congress(I) more as one moves 
closer to the epicentre of the assassination 
Barring Cuddapah, where polling was 
countermanded due to the death of an In 
dependent candidate, all the seven scats in 
Rayalaseema have been retained by the 
Congress(I) with huge margins 
An important feature oi the piesent polls 
IS the emergence of the BJP as a third lorce 
Winning one seat, it polled about 20 lakh 
(8 per cent) valid votes This is a si/eable im 
proiement over its tally ol 2 2 per cent in 
1984 and 2 per cent in 1989 The entry of 
all tiu C PI(MI) parties, barring the PWG, 
IS also a new development in the State's elec 
loial politics l*or the kaiimnagar seat 
N V Krishnaiah, the sitting ML A trom 
Sirsilla was fielded by the CP1(MI), 
Chandra Pulla Reddy group He polled over 
one lakh voles, emerging runner up to the 
successful Congress(l) candidate, J Chokka 
Rao Similarly, Gaddam Venkatramaiah of 
the C PI(ML), Pyla Vasudeva Rao group 
polled about 46,000 votes in Khammam 
where the CPl(M) candidate was defeated 
by a narrow margin of 5,918 votes by the 
Congiess(l) candidate, a retired IPS officer 
who had been the State home secretary 
The election results show that opposition 
to the Congiess is very much alive in the 
Slate but is yet to get consolidated through 
systematic work at the grassroots level by the 
other parties 


INSTITUTE OF RURAE MANAGEMENT 
ANAND 

Institute of Rufal Management, Anand is looking for a suitable petson 
for RBI Chair in Rural Economics 


The Institute of Rural Management, Anand (IRMA) was set up in 1979 
to provide management education, training and Rsearch support to 
rural oiganisations especially in the co-operative sector The Institute 
operates a two-year post-graduate programme in rural management 
offered every year to a class of 80 90 students In addition, the 
Institute offers a one year diploma programme in rural development 
management exclusively for young officers sponsored by rural co¬ 
operatives, a 3*month General Management Programme is offered as 
a mid c areer reorienution programme to a group of 55 40 senior 
management personnel from rural co-operatives The faculty of the 
Institute also conduct 15 20 shorter duration specialised training pro 
grammes/workshops in functional areas such as rural marketing field 
organisation financial planning in management, etc The faculty are 
also involved in managerial and policy research relevant to rural 
oiganisations and programmes 

I he Institute is now looking for a senior academic for the Reserve 
Bank of India Chair in Rural Economics 1 he incumbent would have 
a five year appointment and will be placed suitably in the Professors 
grade (Rs 5100 75(K)) The RBI ( hair also offers leviurces for research 
assistance and limited travel support Resouac's are also available horn 
Institute s research fund and project grants Benefits include campus 
housing super annuation provident fund etc 

1 he RBI Chair Professor would participate in all educational and 
training programmes of the Institute He would also be expected to 
provide leadership to the Institutes young faculty in undertaking 
research pnigrammes which directly contribute to the Institute's 
mission The incumbent should have a Ph (> in Economics or a record 
of publications in professional journals He/She should have 15 years 
or moa of teaching/researc h expcTience C andidates with proven 
record of research in rural economics would be preferred 

Interested candidates may apply with a sample of published work to 
Director IRMA P O Box No 60 Anand 588 001. Gujarat 
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Pfauudng for a National Commission 
on Bhopal Gas Disaster 

Six years after the Bhopal gas disaster, not only do the victims 
continue to suffer, but several crucial issues, such as the manner 
in which injuries should be evaluated for compensation, remain 
unresolved. A national commission should be urgently set up to 
go into these and other matters. 


MORE than six years have passed since 
the Bhopal gas leak disaster, three govern¬ 
ments have changed, yet very little has 
been done to bring succour to the victims 
of this tragedy, to effectively rehabilitate 
them or to draw correct lessons from this 
catastrophe for the country as a whole. 
With these observations Nikhil Chakra- 
varty inaugurated the Second National 
Convention on Bhopal, held at Constitu¬ 
tion Club, Delhi on April 8-9, 1991. The 
convention jointly convened by Bhopal 
Gas Peedii Mahila Udyog Sangathan, 
Bhopal Group for Information and Ac¬ 
tion, and Bhopal Gas Peedit Sangarsh 
Sahyog Samiti was attended by represen¬ 
tatives of trade unions, mass organisa¬ 
tions, women’s groups, environmental 
groups, legal, medical and science profes¬ 
sionals as well as political parlies. Four 
sessions had been organised with the ob¬ 
jective of arriving at a broad consensus 
regarding (a) issues arising out of the 
Bhopal settlement, (b) the proposed Na¬ 
tional Commission on Bhopal, (c) legisla¬ 
tion on hazardous industries, and (d) a 
national action plan. 

Briefly reviewing the history of the six 
year long battle against Union Carbide 
Corporation, speakers pointed out that 
legal proceedings against UCC were initi¬ 
ated by the government of India initially 
in the New York southern district court 
on April 8, 1985 and later in the district 
court of Bhopal in September 1986. On 
December 17, 1987 the district court of 
Bhopal ordered an interim compensation 
of Rs 350 crore, but the high court of 
Madhya Pradesh modiBed that order and 
instead granted an interim compensation 
of Rs 250 crore. Both the Union of India 
and the Union Carbide Corporation ap¬ 
pealed against that order. 

Supposedly to circumvent a lengthy 
legal battle, the .Supreme Court by its 
orders on February 14 and IS, 1989 
directed that there be an overall settlement 
of the claims in the suit for 470 million 
US dollars and termination of ail civil and 
criminal proceedings. The settlement 
evoked widespread protest '^from victims' 
organisations, their supporters and con¬ 
cerned citizens from ail over the country 
and from abroad. As a result a number 
of review and writ petitions were filed 


before the Supreme Court. These petitions 
pointed out that the victims had neither 
been consulted nor heard in the matter, 
that the settlement amount was pitifully 
inadequate and questioned the termina¬ 
tion of all civil and criminal proceedings. 
The settlement was also challenged 
because a petition challenging the validi¬ 
ty of the Bhopal Gas Leak Disaster (pro¬ 
cessing of claims) Act of 1985 (by which 
the government of India took upon itself 
the sole right to represent the victims) had 
yet lo be heard. 

A special bench was set up in March 
1989 to hear this petition (on the Bhopal 
Act) and on December 22 this bench 
delivered their judgment which upheld the 
constitutional validity of the Bhopal Act, 
but recognised the right of the gas victims 
to be heard before any settlement was 
made. The judges further ruled that the 
act did not empower the government to 
terminate all criminal proceedings relating 
to the case. 

Calling the setilement of February 1989 
the ‘second Bhopal disaster’, speakers said 
the settlement was immoral, wrong in law, 
and a sell-out. The settlement had been 
arnved at by placing half-truths before the 
court. While the initial value of all claims 
arrived at by the government -was 3,000 
million US dollars, the court was led to 
believe that they should decide the amount 
of compensation between the maximum 
of 426 million US dollars offered by UCC 
and the minimum of 500 million US 
dollars suggested by the government of 
India. Victims’ groups, who had protested 
earlier when an attempt was made in 1987 
to settle for an amount of 600 million US 
dollars, were not informed of this shift in 
the government’s stand. 

Supporting the settlement on humani¬ 
tarian grounds the government and the 
couit had stressed the need for immediate 
relief to tens of thousands of suffering vic¬ 
tims. However, in the four years till the 
settlement the government had done little 
to provide relief and rehabilitation to the 
victims. The government had ignored this 
fundamental responsibility towards its 
citizens and had instead focused on get¬ 
ting compensation from UCC. It was only 
in June 1990, under the V P Singh govern¬ 
ment that interim relief of Rs 200 per per- 
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f<ect^ people 

The humanitariui consideiations of the 
government were further belied when they 
presented the court with a icompletely 
distorted picture, grossly underestimating 
the magnitude and grievous impaa of the 
disaster. Of the 6 lakh claims for compen¬ 
sation filed by the victims, the government 
placed hypothetical figures of gas victims 
before the court, dismissing as many as 
4 lakh claims without even evaluating 
them. According to an affidavit filed in 
the Supreme Court by the MP government 
in July 1990, as of January 31,1989 only 
3,13,292 claimants had bera medically ex¬ 
amined until then and only 29,320 had 
been categorised. Thus at the time of the 
settlement as many as 4 lakh claims had 
not even been evaluated, let alone cate¬ 
gorised. The speakers alleged that the 
court had, therefore, arbitrarily arrived at 
the number of victims and the compen¬ 
sation amount to be paid to them. As a 
substantial number of claims were evalu¬ 
ated after the settlement, the MP govern¬ 
ment was trying to tailor the results of the 
categorisation in order to obtain pre¬ 
determined results. This they said was evi¬ 
dent from the fact that several necessary 
tests were not being conducted in evalua¬ 
ting all the claims. 

The callousness of the government was 
further evident from the fact that in ar¬ 
riving at the settlement amount, only eight 
of the 15 categories of claims originally 
decided upon were taken into considera¬ 
tion. The sad and sorry plight of the vic¬ 
tims was merely an excuse, because even 
if the settlement had not been challenged, 
not a single victim would have received 
any compensation from the settlement 
amount even m April 1991 (over two years 
after the purported settlement) for the 
.simple fact that the process of evaluation 
and categorisation is still not complete. 
Victims can claim compensation only on 
the completion of this process as per the 
order of the court in May, 1989. 

The settlement was strongly criticised 
for quashing all civil and criminal pro¬ 
ceedings against UCC. Till now, no com¬ 
prehensive enquiry has been initiated to 
look into the magnitude and toxicity of 
the world’s worst industrial disaster. Also, 
by ordering the settlement, the Supreme 
Court failed to look into questions of 
economic exploitation of developing 
countries by multinationals and their 
pursuit of dangerous technologies for 
economic gain—questions which the 
court itself con.sidered of seminal and far 
reaching importance, and of great rele¬ 
vance to the democracies of the third 
world. 

Thus six years after the gas leak disas¬ 
ter, victims continue to suffer without 
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IQ the cate stiO ratnain tuitesolved. Tlie 
otbit basic is the question of evolvins a 
identific and just method to evaluate 
nature of injuria and the number of per¬ 
sons injured. While the February 1989 set* 
Uement had arbitrarily dead^ on the 
Qumber of persons falling into various 
flategones of injured without any actual 
assessment having been made, the method 
used by the MP government was viewed 
as being arbitrary and unrelated to the 
nature of diseases suffered by the victims 
The evaluation made by the State of 
Madhya Pradesh is a one-time exercise 
without anv provision’^for monitoring and 
follow up Such a system tan never reflect 
the correct number ot persons injured as 
it fails 10 take into consideration the fact 
that asjmptomatic persons are becoming 
lymptomatic, that the disease is progres 
lively deteriorating, that the immune 
system is damaged and that such damage 
to cyclical manifestation, that new 
diseases/impairment might emerge and 
that there is a possibility of long-term 
genetic damage The result is that they 
have come up with an absurdly low and 
unrealistic figure of the number ot per 
tons injured 

An equally vexing problem is the 
Qinount of compensation to be paid to the 
various categories of the injured. All com¬ 
pensation legislation is based on value of 
Ufe, I e, measures of income that the vic¬ 
tim loses, and not on the nature of injuiy 
and the need tor medical treatment and 
rehabilitation 

Another ciucial issue is that the settle¬ 
ment vacates the ordei of the Bhopal 
district couit for UCC' to be obhged to 
maintain US dollars 3,000 million worth 
of unencumbered assets UCC is now at 
liberty to dispose of their present assets 
and unless the court restores the past bin 
ding on IJC C, the victims may find them¬ 
selves confronted by a bankrupt corpora 
tion if not a non-existent one 

Conironted with this dismal scenario, 
speakers expressed a lack of tiust in the 
bureaucracy and the government They 
ako felt that not much could be expected 
ffom the court Though the Supreme 
Court has heard the review petitions 
twice—once between lanuaiy and August 
1990 and again from November 13 to 
December 18, 1990, its decision on these 
petitions IS still awaited 

t 

Whs \ National Commission 

The setting up of a national commis¬ 
sion was also discussed at length The 
Justice N K Singh enquiry commission 
on the Bhopal gas leak disaster was 
wound up by the government of MP in 
December 1985 without allowing it to 
oomplete its pubhc enquiry and submit its 
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Bhvd, VNsrfciQg iSreedy imda*^ 
sectetariat, apparently submitted a top 
secret report to the government of India 
on the medical effects of MIC on life 
systems and, mid-1988 withdrew from 
the scene without making any known im- 
pard on the situation. The Supreme Court 
settled the entire compensation against 
Union Carbide without dkating aiw worth¬ 
while information either about the cause 
of the disaster or the medical implications 
of exposing Bhopal's population to the 
deadly toxic emission from the multina¬ 
tional plant. Speakers felt it was im¬ 
perative that the new government provide 
an opportunity for the truth to emerge 
and justice to prevail. 

The responsibilities of the commission, 
to be set up under parliament, were outlin¬ 
ed as follows (1) QiUect and disseminate 
intoi matron regarding all aspects of the 
disaster from both the pre- and post-leak 
periods (2) Monitor, supervise and co¬ 
ordinate ail relief operations, rehabilitation 
programmes, medical dcxiumentation and 
research, irrespecUve of whether undertaken 
by State or Central agencies (3) Assist the 
ministry of law to evolve and implement 
an effective legal strata in both the com¬ 
pensation and aiinmal suits against Union 
Carbide or its officials. (4) Reorganise the 
entire research programme undertaken by 
State and Central government agencies 
concerning the impact of the njxic emis¬ 
sion from the Union Carbide plant on hie 
systems, including the human body, with 
the primary objective of formulating an 
effective strategy for detoxiiication and 
prevention of further long-term health 
damage to the victims. (S) Devise a scien¬ 
tific system of medical record keeping and 
ensure its impiementatwn (6) Redesign 
medical documentation and epidemiology 
exercises and formulate a long-term policy 
ot monitoring the health status ot the vic¬ 
tims (7) Ensure a community-based ap¬ 
proach to medical relict ot gas victims in 
place of the hospital-based system whose 
inadequacies are now more than evident 
(8) Prepare a protocol of investigation that 
needs to be carried out lor proper assess¬ 
ment of injuiy of the victims (9) Ivolve 
and monitor an integrated programme oi 
medical, vocational and social (including 
psychiatric) rehabilitation of ihe victims 
(10) Monitor disbursement oi interim 
monetary relief and later of the damages 
awarded to the victims in the compensa¬ 
tion case 

A large number of speakers including 
gas-atfected women from Bhopal deman¬ 
ded that the government launch criminal 
prosecution against Union Carbide so as 
to deter future corporate malfeasance. 
They also called for comprehensive legis¬ 
lation to regulate industrial hazards, to 
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Snee the Bhopal tragedy diere hive 
been several legiiiative acts and amend¬ 
ments but these ignene the important 
lessons of the Bhopal gas duaKer. Fertiaps 
the most important was the Environmen¬ 
tal Protection Act of 1986, which brought 
poisonous substances under its purvto. 
However, this act has several flaws. The 
distinction made under the act between 
‘pollutant’ and ‘substance^ is highly 
dangerous as it allows endless judicial 
quibbling. Further, the act reveals a fun¬ 
damental misunderstanding of the nature 
of hazards by making all its categories ex¬ 
clusive rather than inclusivr. it thus foils 
to take into account the fact that tech¬ 
nologies constantly change and new 
hazard^ and processes develop, as well as 
the fact that our knowledge of hazards is 
still in Its infancy. 

Similarly, where the act deals with the 
setting up ot standards to maintain the 
quality of the environment, it fails to 
del me terms by which such standards are 
to be set, taking neither risk nor any wide 
definition of injury into account, it also 
fails to lay down that liability for filing 
information about risk should be with the 
researchers or their employer, as well as 
with the company using the process thus 
developed Finally, the act is fundamen¬ 
tally flawed when it comes to the question 
of punishment/controls, relying on fines 
and or imprisonment, rather than compul¬ 
sory compensation, ecological restitution, 
compulsory equity participation in share 
capital of the company by its potential vic¬ 
tims, and ‘posittv^ sanctions such as put¬ 
ting a company on probation 

The recently passed Pubhc Liability In¬ 
surance Bill has also been severely criti¬ 
cised (or Its many inadequacies. Though 
aimed at providing immediate relief to the 
victims of industrial accidents and ina- 
dents occurring while handling hazardous 
substances, the provisions oi the bill suf¬ 
fer from several pitfalls Under this legisla¬ 
tion while the victim does not have to pro¬ 
ve any ‘wrongful act, neglect or default’ 
to receive interim relief, this relief is not 
in addition to compensation Compensa 
tioii IS to depend on the existing tort 
liability which requires fault or negligence 
to be proved The bill thus takes away the 
legal gains made after the Bhopal tragedy, 
particularly the judgment in the Delhi 
Oleum Leakage Case, where the Supreme 
Court had laid the principle of absolute 
entei prise liability for hazardous subs¬ 
tances Any manufacturer of hazardous 
or inherently injunous substance was to 
be held liable without having to prove 
foult or negligence of the defendant. The 
legislation has not defined ‘hazardous 
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nb^idn ilk of m 

term in llw tSn^nment (Protection) Act, 
1986. This definition is restricted, bemuse 
It treats a substance as hazardous only if 
It exceeds such quantity as may be speci¬ 
fied by the notification ot the Central 
government 

Further the bill strangely gives povi^er 
to exempt b> notification enterprises of 
Central or State governments, ignoring the 
fact that the Slate itself is engaged in the 
most hazardous industries The legislation 
also misunderstands the nature oi injury 
caused by toxic hazards as it requites leliel 
applications to be made within live vears 
of the occurrence ot ihc accident, whereas 
ceitain injuries may inamlest themselves 
only aftei several yeais ot decades 1 he 
complexities of classilying victims into 
categories of peiniancnt total or partial 
disability, tempoiary total or partial dis 
ability and serious injury has aUo been 
left aside, whereas the question ol com 
pensation is based on the Workmen's 
Compensation Act, even though the 
Supreme C ourt had ordeicd a much highei 
amount of compensation pavablt to the 
victims in the Bhopal case 

1 he above mentioned lej'islaiions hiali 
light the fact that wc lack the power to 
shape the legislation wc ask loi In liarii 
mg both these legislations victims acti 
vists and environmentalists had not been 
consulted Public interest groups and 
trade unions needed to plav a grciiter role 
111 formulating safety slaiidnds and 
norms ot coinpensatioii 

The convention adopted the lollowing 
resolutions (I) I he February 1989 settle 
ment between Union C arbidt C orisoration 
and government ol India cannot be sail 
dated without tyideiilial hearings which 
have been denied to the victims (2) The 
medical categorisation of the victims done 
by the Madhya Pradesh government is 
flawed and unseientilic and cannot foim 
the basis of eompensaiion It giosslv 
underestimates the damage caused bv the 
Union C arbidc C orpoiaiion It is ol 
utmost importance that proper ciitciia 
be evolved to define eligibility lor com 
pensation (T) I he enure amount ot com 
pensation should be recovered from the 
UCC, and till such time, the government 
ot India should continue to provide in 
terim relief to the gas affected UCC 
should be re-ordered to maintain at least 
3 billion dollars worth of unencumbered 
assets (at 1986 prices) nil all the court 
cases against it are resolved satislactoiilv 
(4) Criminal and civil pioccedings against 
all those guilty of the Bhopal genocide 
should be resumed forthwith (5) Oiven 
the possibility ol occurrence ol exposure 
related diseases in future, UCC should be 
held continually liable for as long as the 
damages caused bv it continue to mani 


(6) the Cufivemioft am> Atrirrmi me 
right of the community to itiformation on 
hazardous substances and processes in 
their locality and also the right of the 
coinmumtv to decide whether mdiistiy 
should be established in a locality oi not 
It also affirms tlu right oi the workers in 
iniormaiion on the production, storage 
and emission ot liaM'dous substances in 
an mdusiiy (/) Ih' (onvcnrioii ippc <1 
to trade unions and public inieasl gtoups 
to involve workers and the comniuiii in 
awareness picvgi unnus so that efic tnc 
wcirking class coinmiuuiy alliance aic 
forged in the stuigi Its loi the dcwHiiiu 
rights emploviiictii himiaii safety am' ci 
vironniciital putiL tioii (8) fht v.on\cii 
lion envisages (III ipli iveiitiori ol ili com 
muniiy in both tlu pn and tin po ' 
indusinal phas itwl uiiicipUtsih in 
iiuiniiy being eru i* I in inteuinali > i i 
lection on ha/aide n ubstaiicc- iiut p' 
ccsscs. condutlini ni iicss i impiiin 
and mass me>bih itnn on issue > on 
hum in salciv and e tn ironinetual pri'it e 
non (9) Ihc come line II acknowledges itie 
need lot dcvtiopiiit i popul,ii lanjiiagc 
ol piotect avaiiisi ti i irdous siibsiam e, 
Technolereical unions nc to be rvendc 1 
and the scieiiti'n iii> erai Uion li ei I Ui d 
into met iphois uJ milogus ilia' liui 
ijuaiiing leM the ini uniiv (10) Ih i 
vciitioii iiigcc ull a Ovists to be waiv oi 
the eiivironnieiilai double speak ol tlu 
cotporations ind I > thwart all aiti iiipts ol 
cO option bv tlicin 'll) llu com mot 
urges the govcin in iit ind llu insinntions 
under ii to make i nlihle to the pubi e 
dcKumcnis ic'atn i it> ill ha/die'i»us in 
Jusirits then pi i i nid llu pio is 
iiivolvid (12) this iiiteuiie)n n > o 
msec Ihc iiccel leu n • pel dent lUotii <)imc 
ol the siting opci i on md salcty i culi 
lions ot hazaielou ndustiu in tlm c um 
irv and cilb tot tlu ‘ctiing up ol i 
‘ Watchdog C >1111 It c which eompii e 
repres" iit lOvi silt ili iniio is md piibli 
mieiesl pumps « will is eu.iii it > 
health mil sit n spei >, livsi' ' 
doclors III this , 1 1 tc'l this cell V ii i i 
also suggests ih.ii itfiicscni itives >1 n t le 
unions and piiblu intcri't groups be i 
eluded III the ilini I'caiance lioelus set 
up under llu luJi in laeiorics \ci iiul 
lhai hearings on iiiiib Sc open to iln 
public (11)1 his convention cxpiesscs it 
strong ptolesi ignn i the hastily dralitd 
and tnultei I’ublie 1 labihtv Insmtme 
\ct, whieli institution lines itiam ill' 
pioblems I tie Bhopal gas vut tins h > i 
cd III a ws iclict and iiiedicat evalualum 
mstrad ot pieividimi stiuctuics tor cs). ipc 
Iroin such problems (14) tiiven th- need 
lor national inobdis nion on ihe ciiio m 
issue*' ol Bhopilviit iris this come n'l m 
leso vts U> hoi I j protest tenon •umiiJ 
end lunc 1991 with itu paiiicip I'nm i 


UiJi»VH9 •lliMgagv . 
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De-Centring the Centre Page 

P K k Rao 


Instead of exploring and critiquing the instability and the usur- 
pati\c drise oi modern scientific enterprise, the media has allowed 
itselt to be appropriated by the ideology of modern science. The 
newspaper centre page exemplifies this. 


THL news i.omposcd, the images 
recreated and the \iews pronounced in the 
Tiwes of India (TOI) of May 25, 1991, 
exemplifs how the media, instead ot ser 
ving as a i.ritique ot the ruling ideology, 
tan be appiopriated by that ideology ot 
modern stiente and technology to func¬ 
tion .IS IIS cultural apparatus and con 
sctousiiess industiv I he centic page is par 
excellence in this icspect With an obvious 
suggestion ot complacent innocence it 
begins with Byron “The day without a 
cloud liath passed and thou were lovely 
to the last” Now that the last is over 
yesterday, the periodic poser with the 
implied question mark ‘India altei X’ is 
elevated to the signilicanct of a rare two 
column long cditoiial on ‘India attci 
Rajiv 1 he editorial discovers that “Kaiiv 
Ciandhi s instincts all along were sound” 
I he soundness consisted in the early 
lecognition tliat ‘ India could never hope 
to ciitci the next ccniuiy with a measure 
of (ontidence unless it massively inducted 
Science and technokvgy, accepted mcxlern 
methods ot management, opened up the 
economy to competition" 

I he decade old /ehadi-ry loi ‘scientitic 
icmpci and the accompanying ideology 
ot modcinitv made in the name of Nehiu 
by liidna (niidhrs lora-while mentor 
Haksai public men ot science and others 
ot the tube to explain awav V) yeais ot 
tailed developmental cfloit m the coun 
try with appaicntlv one ot the largest 
scicniilic human powci and the heated 
debates that ensued were not recalled 
Inste.id the soundness ot the instinct was 
sought to be reinforced at the bottom 
right ot the centre page bv resurrecting 
from Thi limes archives the 60 year old 
letter to the cdiloi on ‘Scientific Invcstiga 
tion and India' The letter begins by at 
liitnnig the new converts faith in the 
miracles of science, ‘It would be sheer 
truism to sav that science is the foiinda 
lion ot modern life, the backbone of 
modern ciV4lisaiion and the crown of 
modem culiiiic ' It concludes with the 
condemnation ot politics because ap 
parcnilv hvlitics in this country is deadly 
mtcciious It IS at once lascinatmg and 
easy |ob because Indian politics or politics 
in gencial loo is mere talking ad infinitum 
and ad naiisiam and iis singular merit is 
that It IS the shortest cut to bring a man 
into the limeligtu” As it scientific activity 
docs not aspire to go on ad infiniium and 
ad nauseam regaidless ot the blinding 


limelight ot nuclear explosions, revolting 
degradation of the environment, con¬ 
vulsive dislocations of the prevailing social 
arrangements it unleashes in its search tor 
ever inaccessible ‘truth’ of matter and in 
Its unceasing desire for manufacturing 
ever new realities As if people—even 
scientists and technologists—with their 
historically and socially differing partisan 
interests, thanks to science, will come to 
have totally shared interests at a future 
moment in time predetermined by science 
As if the endless talking in politics which 
IS the art of mediating differing interests 
can forever be silenced by the technical- 
instrumental rationality of modern 
management and the zero sum logic ot 
competitive economics 

Instead ot exploring the instability and 
insatiable usurpative diivc of modern 
scientific enteiprise and its incapacity to 
provide a lelos for our lived lives, the ceii 
tie page seeks to link the future of India 
with the future of cotton crop m its 
bottom-middle columns Relying on the 
truths of that dismal science called 
economics, ignoiing the by now well 
known disastrous aspects of ‘green levolu 
tion' energy-intensive farming techniques, 
the ‘t uncut lopics’ advocates the intro 
diiction of the allegedly more rational 
choice of high yielding single variety of 
superior seeds if necessary bv governmen 
tal enforcement It wants us to believe that 
the urban rural nexus thus provided 
through this major cash crop is dvnamism 

Karkatia’s ‘Shove m Shimla' provides a 
delightful, if romantic, escape from such 
dynamism, called Mailtitude sickness 
when specialised to the modern con- 
sumerist hordes summer holidaying in 
mountain resorts 

Then comes the doven of the media. 
Sham Lai, on to the ‘National Scene' with 
his ‘A System in Distress’ He has all the 
tools and techniques needed—Habermas, 
Oadamer, Foucault, Derrida. Daniel Bell, 
les/ek kolakowski to name a few of the 
more powerful ones He identifies that the 
root cause of the distress Is the failure of 
the political system, He sees that “it will 
be once again the same rot affecting the 
nerve and bone of the system” even if the 
elections do not produce a hung parlia 
ment But then he does not go beyond 
suggesting some unhelpful commonplaces 
like ‘enforcing’ fiscal and political 
disciplines, or the necessity of consensual 
or strict-adhercnce-to-the-rules of-the 


game mode of deatocntic fimctioninli or 
the desirable capadtjr of some gifted one 
In position to take a' decision and make 
It stick based on sufficient authority, 
moral or otherwise For, in this ‘crisis 
situation’ what the society needs is a new 
paradigm, a new ideology, or world-view 
if you will, that will render possible fiscal 
and political disciplines, democratic func¬ 
tioning. moral or other authonly ade¬ 
quate to the tasks of lived life m that 
society Whether India as a society will 
succeed in finding such a paradigm which 
can help it found a new identity, a new 
stability and a new meaning to growth 
only the future will reveal Meanwhile one 
would expect that accomplished men like 
Sham Lai would facilitate the emergence 
of a new paradigm by performing the 
necessary critical task of demystifying the 
ideology oi modern science and tech¬ 
nology while not throwing the baby along 
with the bath water Unfortunately 
however, it would seem that they are 
hindered m that task by their oscillation 
between affirming the ‘end of ideology’ 
thesis prematurely celebrated in the early 
sixties, and rejecting the capacity of 
human aggregations not to eliminate but 
to escape the irreducible element of the 
‘irrational’ in any ideology When thev 
swing to the ‘end of ideology’ thesis pole 
they construe modem scien,.e and 
technology as offering the unique non- 
idcological, self sufficing ration ilily that 
can meet all the needs of the society and 
serve as an infallible critique of every 
ideology, and assume that politics can be 
subsumed under modern management 
techniques Hence the editorial certificate 
of the soundness of Rajiv’s instincts 
Hence Sham Lai’s iiritation with the 
ideologues who claim that “when genuine 
grievances are allowed to fester lor too 
long (we are told) thev cannot but explode 
into violence” for sure we do know of 
numeious instances when long is not long 
enough to precipitate an explosion of 
violence depending on the incapacitating 
‘invisible’ violence against those who 
nurture the grievance In fact the article 
‘Denying the Right to Minimum Wages’ 
by Bunker Roy in the right most columns 
of the centre page provides an example 
According to Bunker Roy, Mandatta 
Singh, brother-in-law of V P Singh, 
m-charge of the rural development port¬ 
folio in Shekhawat’s government in 
Rajasthan has publicly proclaimed that he 
never paid minimum wages to anv one ir¬ 
respective of the law Not merely this Roy 
neatly summarises his ‘story' with “To 
protect a corrupt sarpanch against whom 
there is a written evidence of an illegal act, 
to prevent the payment of a mere Rs 4,000 
to 12 hungry and impoverished workers, 
to send a clear message to petty officials 
that they should cairv on their corrupt 
practices m JRY, the State government has 
squandered lakhs of rupees on pointless 
enquiries, site inspections by engineers. 
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sending the police from Udftipur to for* 
dbly lift the hunger strikers and take them 
back to Udaiputf’ And he points out that 
in Rajasthan the maximum wage is 
actually the minimum wage. 

Instead of exploring the conditions in 
and the causes by which grievances do or 
do not explode into violence, Sham Lai 
distracts himself with the unyielding ques¬ 
tion whether “the grievances of the Sikh 
youth tn Punjab are more genuine and 
gone uaredressed for a longer period than 
of youth in Bihar and West Bengal or for 
that matter, in any other State?” To the 
extent he can be said to subscribe to the 
‘end of ideology’ thesis he would have us 
believe that he has the universally accep¬ 
table non-ideological rational critena by 
which he can answer his own question in 
the negative. In fact he must surely be 
aware of the difficulty involved to over¬ 
come which he switches lo ‘an unconvin¬ 
cing rhetoric: “There are millions in the 
country without a job, without even a 
room to live or without .someone to take 
care of them in sickness or old age Should 
they all take to the gun?”. He knows that 
they all have not taken to the gun, whether 
or not they should, whereas the Sikh 
youth have nut only taken to the gun but 
theii terrorist organisations have grown 
and they have not been politically 
isolated—the two counts by which Sham 
tal adjudges the puliticai system to have 
failed. In both situations political 
dialogue does not exist. In one case it has 
almost not been initiated and in the other 
it has nearly become impossible. The 
millions tor isliom Sham Lai is understan¬ 
dably concerned entertain the hope that 
die dialogue will soon be initiate because 
they believe their cognitive interests and 
maieiial piacticcs arc not considered 
illegitimate or incompatible with those of 
the test of the society. I^ilitics is still possi¬ 
ble as long as they share with the rest of 
the society the basic interests and practices 
it not the same riglit.s, privileges and 
responsibilities. In the case of Sikh youth, 
presumably, the differences have become 
unbridgeable. Perhaps violence is the only 
thing the stale and Sikh youth can 
exchange. Violence is the refusal by both 
parties to adjust their respective incom¬ 
patible cognitive interests and material 
practices. Politics is the readiness lo con¬ 
sider that adjustment. Maybe the tension 
between violence and politics, given the 
diversity of cognitive interests and 
material practices of human formations, 
can never be overcome. But then human 
beings are neithci im.nnsically a violence- 
seeking or violence-shunning animals. 
And as of now they have not altogether 
lost their capacity to subject to critique 
their own and others’ ideological convic¬ 
tions and material practices. Their 
lapacity for talking ad infinitum and ad 
nauwam is almost real. They have as of 
now the ability to put themselves into the 
.shoes of the other and watch things and 


events qf the world in which they know, 
they are embedded alon^ with the 'other*. 
Except of course the cognitively centred, 
fixed paranoid people like the unknown 
author of the six-decade-oid letter from 
the archives. Violence is neither inevitable 
nor arbitrary. Violence and politics are 
two sides of the same coin and how often 
violence shows up depends on the shifting 
bias of the com as determined by histori¬ 
cally changing complex of cognitive and 
material forces which, if at all. can only 
be estimated vv.ry crudely. 

Even so it can perhaps be said with a 
fair degree of validity, violence is more 
likely to occur in a society in which the 
compulsions for being fascinated by the 
ideology of modern Western science and 
technology are considerable and the 
.society does not have enough critical 
resources to resist it. This is particularly 
true of Third World countries in which, 
because of the essentially alien character 
of that science and technology, it is not 
perceived as an ideology even by its 
intellectual community. Notwithstanding 
the numerous tunctional successes of 
modern science and technology based on 
its instrumental-technical rationality, the 
status of sdcmitic theories is riddled with 
problems at the ontological, methodo¬ 
logical and epistemological levels. The 
confidence of the scientist and the lay per¬ 
son alike in the non-ideological character 
of modern science is simply misplaced. 
But owing to its great many functional 
successes—although the list is shrinking 
aftci the renewable resource limitations 
and environmental degradations are 
beginning to be noticed—the ideology of 
modern science creates two illusions on a 
scale which hitherto no other ideology has 
been able to accomplish. The first consists 
in the belief that modern .science and 
technology can secure unlimited niaterial 
prosperity and unceasing progress for all 
humanity. The Third World countries, 
given the abject level of poverty that 
obtains in them, are easily taken in by this 
whereas the tiuth of the matter is, as 
reports after reports of UNCTAD. 11.0 


have shown, that modem science and 
technology can help meet only the grow¬ 
ing material needs of some and that too 
at the expense of the others. To attend to 
the civilisational, cultural and spiritual 
needs of humankind is well beyond its 
capacity. 

The second illusion that it creates is the 
insane idea that peace can be achieved 
through an abundant deployment of ever 
more sophisticated instruments of 
violence which modern science and 
technology can help manufacture. Hence 
the desperate anxiety with which nations 
and terrorist organisations alike seek to 
match each other’s violence to usher in 
regimes of peace as they construe them to 
be Under the disrupting impact of 
modern .science and technology, the more 
inchoate and inadequate our once valid 
conceptions ot sovereignty, autonomy, 
identity, nation, constitution and the like 
become, the greaici will he the necessity 
to place reliance on the use of violence 
to secure peace and stability within 
the framework of our dcstabilished 
conceptions. 

Nothing that is said above is meani to 
deny the obvious benefits mediated pur¬ 
suit of the ideology o( modern saenci and 
technology can bring lo the soci"t. But 
only to suggest that if the baby should not 
be thrown out along with the bath water 
we cannot also allord not to throw the 
bath water fot (ear o( throwing away the 
baby eilhci. for, sucli is the human con¬ 
dition. Wc arc no less vulnerable lo our 
so-called latest knowledge svsiei.ns as we 
svere to our now di.scaided ideologies that 
claimed the status o( knowledge ssstems 
much the same way the present ones do 
Wc have to somehow muddle through and 
as ol now wc have not lost that pragmatic 
capacity .And it is foi our senior media 
persons and their disciples, as it is for 
anyone engaged in ihe public space, to 
resist that lendencs to conflate our 
capacitv to muddle ihiitugh with a 
capacity loi acquiimg a non-ideological 
master-key to the riddles ot oui individual 
and collective univcises no maitei how 
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vehemently our knowledge-producers may 
claim to be in the possession of such a key 
and no matter with what abrasive con¬ 
fidence our men of action in their search 
for that key assert the soundness of their 
instincts 

Failure to do so, given the power ot the 
media in the public space, would not only 
mean the appropriation of the media bv 
the domtnani ideology but also to detract 
from what little capacity we still possess 
to muddle through An illustration ot this, 
whether intended or not, is provided by 
the letter to the editor ol the 70/ undei 
the title ‘RIP’S attraction’ Sei/cd viih ihc 
phenomenon of a targe number ot tetiicd 
mihtary personnel and othei high ranking 
defence officers joining the RIP, Kapahv, 
the author of the letter argues that “ii is 
only natural lor retired iniliiaiy peison 
nel to join the BJP because it offers a i on 
tinuation ol the ideology that they had 
been practising while in service Na 
tionalism, patriotism and dedication to 
duty and discipline are the corneisioncs 
of the defence servires" An iitiqiiesiion 
ing, uncritical acceptance ol the ideologies 
of nationalism, paliiotism, duty and 
discipline may or may not be alright to 
the army personnel qua .iiniv peisonnei 
With so manv ot them in RIP the distiiic 
tion between RIP and the dclence services 
will cease to be relevant Such unllinching 
commitment from them as nicmbers ol 
the party BJP, whether or not that party 
comes into power, in a situation in which 
each one ol those once nieaiiinglul 
ideologies aic unrclenlingly being 
destabilised, under the unsuspecting im 
pact of the ideology of modern science 
and technology, to signily dilfcieni and 
incommensuiable things to dirieient 
people, can only lead to continued im¬ 
possibility ot any dialogue ot politics and 
thereby a coirespondingly iiicteased 
reliance on violence through Opciation 
Blue Stars and terrorist massacies and 
assassinations When that happens or 
when It IS already happening the media 
cannot absolve itself ot its complicity by 
issuing certificates of soundness of in 
stincts or publishing Kapahy’s Iciicis ot 
reproducing 6()->ear old Icticis tiom its 
archives in its centre page lo do sir would 
be to add fuel to the tiie while pretending 
to extinguish it Sham 1 ai in his article 
laments the ascendancy ol the ‘irrational’ 
in national politics One would have 
thought that in politics there is no scope 
for the ‘iiiationar it one is anxious lo 
retain the original sense ot the teini in 
politics there c.in be ditlerences of opi 
nions and interests, and the desire to sort 
them out thiough dialogue for purposes 
of action IS what makes politics politics 
When that desire does not obiain thcie is 
no possibilils ot politics, wc have the surd, 
the irrational and the inconimensuiabie 
Violence is an expression ot the surd Is 
there an ascendancy of the surd in the 
centre page of the national press'' 
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Images of Women and the Feminine 
in Maharashtra 

IVIeera KoHambi 

The senes oi mternauonal conferences on ^Maharashtra: Culture 
and Society’ has, over the years, produced scholarship remarkable 
for Its depth as well as breadth, allowing an appreciation ot what 
IS uniquely Maharashtrian while treating the region as a 
microcosm of the Indian subcontinent. A report on the foufth 
conference which was devoted to the theme ‘linages of Women 
and the Feminine in Maharashtra' 


THE interplay, correspondence and con 
tradictions between the images and the 
reality of women in Indian society have 
;x>ntinued to intrigue scholars and citicens 
alike fot a long time. An in depth cxplora 
tion of this phenomenon was recently 
dune in the context of Maharashtra, 
stressing the images as they affect and 
thape reality—images of women and the 
feminine from ancient to the present 
times, as reflected in folk and Sanskritic 
traditions, as expressed in spontaneous 
unself-conscious outpourings and in 
ideological polemic The foium was the 
lourth International Conference on 
Maharashtra C ultuie and Society, otga 
nised by Anne Fcldhaus at the Arizona 
State IJiiiyeisiiy, USA, fiom Apiil 6 to 8 

I 

Regional conferences arc likely to 
arouse, as an automatic reaction appre 
hensiuns of parochialism and local cliau 
vinism However the senes ol Interna 
tional C unfcicnces on Maharashtra C ul 
lure and Society has, over the years, sue 
ccssfully refuted these fears by producing 
scholarship icmarkable for its depth as 
well as bieadth, allowing an appieciation 
of what IS uniquely Maliaiashtrian while 
treating the region as a microcosm of the 
Indian subconiinent ' This latest cun 
Terence succeeded the previous ones in the 
senes held at the Universities ol Toronto 
(March 1984), Poona (Januaiy 1987), and 
Heidelberg (June 1988) The very wide 
spectrum of topics discussed at the first 
two conferences had inevitably led to a 
grouping of papers around two themes at 
the third conference’ fhe lourth con 
ference confined itself to only one specific 
theme images ol Women and the Pemi- 
nine in Maharashtra’ Another innovation, 
made in the interests of encompassing in¬ 
digenous vernacular scholarship, was the 
provision that presentations and com 
ments could be made in English or 
Marathi, and that English summaries of 
Marathi contributions would be made 
available ’ The sharp substantive focus. 


with Its wide langing appeal, helped not 
only to ttanscend the regional demarca 
tion. but also to cit across cultural boun 
daries The assembled scholars also 
brought with them a diversity ol their own 
disciplinary and regional cultural back 
grounds to the conference whose interna 
tional scope may be judged by the fact 
that the V> participants who presented 
papers were drawn from six countries in 
lour continents (If from the USA, seven 
from India, two from Canada, and one 
each from Germany, USSR, and Austra 
lia), in addition to other participants who 
weie present mainly in the capacity of 
observers (three from the USA, and one 
from ( anada) It may also be of interest, 
given the theme of the conference, that 12 
of the paper givcis were women and If 
men 

The tone ol the conference was set by 
the preliminary note circulated by Anne 
Feldhaus which clearly outlined its 
obiectises 

India ihc land ol sort dnwiydctths and 
female inraniicidc and suicide is also one ol 
ihi sery few modern nation to have h id a 
woman as its prime minister as well as in 
cxiiaotdinary nuiiihcr of women tn top posi 
ttons in a wide sariety ot lields Ihc plight 
ol the lowly Indian daughter in law has its 
inscrse re flection not only m her poweiful 
mother in law but also in the goddesses ol 
Sanskrit hlernure and village shrines A 
nation which has had female sufltagc since 
Independence India ,1111 allows women 
agricultural labourers lo be paid sigmtieanily 
less than men In this conlerence wc piopost 
to investigate some ot the images ot wonieii 
and temininii) that underlie these and othci 
sceminglv contradictory tacts We plan to 
study such images as they are found in the 
Marathi language traditions of Mdhara.>htia 

In uivesiigatiiig the imoges of women and 
of femininiis, we wi'l not be studying the lot 
of women but rather one important set ol 
coiidiiions which have influenced women s 
lot We will 1101 be 'isting the ‘famous women 
of history rathei we will be studying the 
ways that men land those wpmcti whose 
thoughts base bten recorded) have vicw,.d 
lemininiiy and posver, status, and potential 


of women We will be studying not so much 
actual women as ideas 
Some of the most prominent Indian ideas 
about women and the feminine are lo be 
lound in iht elassual hteratuie of the Sans¬ 
krit tradition d> well as in L nghsh language 
maiciials Importaiii though these sources 
arc lor an understanding of Indian views of 
women and the leminine, our eonfereitce will 
foi us on liKal and regional levels ot the tradi 
tion inaiietfori todiseeiii grassroots views, 
views that are widespread in a oeial rather 
than a gcogiaphical sense In order to do this 
in iiidii It IS absolutels necessars to work 
with materials in the regional languages 
Hence out locus on Maharaslitia and on 
Marathi language maleiials 
Our eonferenee will be interdisciplinary, 
with special emphasis on ihe fields ot 
religion liteiatute anthropology sociology, 
and hisiois Keligiouv studies s|kcijIisIs will 
lociis on goddesses and on lonceptions of 
vkoinen s sacred powe IS literary historians 
and criiKs will be concerned with leminine 
images in the writings of men and women 
Maraini authors from the thrietnih eciituiy 
to the present Economic, fxil it icd and social 
histoiiaii will concentrate i n views ot 
womens status poweis ind abilities that 
have liten influenti il or in c me cast s have 
failed to have an effect in the public arena 
And amhropologists and socirUvists will 
present studies ol views ol won cuireiit 
in the rural and urban arras ol Maharashtra 
I he coiitcreiice is not likely to pr< duee an 
eshaustisc oi detiniii>i account of Maha 
rashitiari im iges ot womc n and ih feminine, 
nor IS It likelv to bring about a consensus on 
the ret monship between such itiiagt s and the 
leahlies ot women s and men s lives Never 
thelcs theconletcncc will uiidoubtediv pro 
side an Occasion tor ns panicipants to search 
out new mateiials rcinieiprct c Id ones and 
develop tresh perspectives on Maharashtrian 
culture and soctelv 

II 

Ilu conference was fittingly inaugu 
rated by a key note address by Sunta (. hu¬ 
nts vice chancellor ol the SNUI Wctniens 
University, Bombay, following the welcome 
addresses on behalf of the Arizona State 
University by the associrte dean of the 
Cjiaduate C ollcgc and by the director of 
the ( enire lor Asian Studies These ad 
diesses initiated the presentations of 
papers and mlcnsivc discussions organised 
lino live panels over two and a half days 

rite Identity of Maharashtrian Wnmen’ 
was the Ilu me ot the keynote address by 
Sunia C hitms which presented a historic^ 
petspccitvt on the Maharashtrian 
women s quest for then own identity, drew 
parallels with de clopmcnts elsewhere in 
India and in the '\>'Si, and posed ques¬ 
tions foi lurfhei exploiation The dis¬ 
sonance between the current democratic 
ideology and commitment on the one 
hand and realitv on the othei is striking 
all oyet the world The Jiidcu Christian 
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laeoiogy in me weM » pairurcnai as is 
the predominantly Hindu ideology in 
India, but the context is different The 
problems arc identical, but the responses 
have had to be ditlereni and culture 
specific The ers for liberation is univer 
sal, but Its substance is different Within 
India, again, regional vaiiations abound 
What has constituted teniinism in the 
Indian, and specifically Maharashtrian, 
context’ 

Hisiuntallv. Maharashtrian women 
have provided several distinct categories 
of feminist responses ■* 1 iistly, there were 
the saint poetis cs aich as Hahinabai, 
lanabai, Maliadaisa, who tiod a path dif 
ferent lioin the saint poetesses of the 
north (exemplified h) Meciabai) Second 
ly, women fiom loval and aiistocratic 
families of the stvenieenih to the nine 
teciith centuries, such as Shivan’s mother 
Jijabai and Ahilsabai Hulkar, shone as 
capable administrators Thirdly, Fandila 
Ramabai presented the unie^ue case of an 
indomiiabU individualist and committed 
social relorimi tigfiong loi womens 
emancipation in the late eighteenth and 
early ninetecnih centuries Fourthly 
women like Kamaiai Kanadc (lustice 
M (i kanades wile') and Anandibai loshi 
(the first Maliarashiiian lady doc tut who 
received medical irainiag in the USA in 
the IliSOs) followed in tlicir husbands 
footsteps but also tiaselled then own 
paths f ilthly, Taiabai Shindc was a little 
known solitaiv figure of a totally arti 
culale woman who sought to dispe‘l stcre*o 
typical malt piciudices about women an 
unusual phenomenon in the 188()s Sixthly 
and finally, thcie h v been a gioup of ac 
livists in the twcutieih century, including 
Oeeta Sane who wo’-led with dacoits 
Ciodavari F’aiulckai wliuuig.inisc'dtnbals, 
Mnnal (>ote who is a political force, and 
Medha Patkar who tia' tigured so pro 
mmentiy in the Naiiiiada .igitation 

t his set of responses spans a wide spex 
truni It IS the tis tcu aulonomy, space, 
visibility, equal access to all spheres of life 
and freedom lo exptess thoughts and feel 
mgs ft IS also a battle about biulogv, a 
battle to be hbciatcd from a su<.iallv con 
itructed biology How does all this iclaic 
lo Ihi current Ictiunisl movement' The ai 
ticulalion of feminism post dated World 
Wat If, but Its lealitv spanned several 
previous centuties t)f quest It displayc'd 
m a vanc"!> of way', the courage ol women 
to step out and 'do then own thing’m 
spile of the leuiclincsc it involved, lo ke’ep 
company with thnr cause at the iisk ol 
being Isolated foday feminism in India 
has reached a point where living with 
one’s cause is the most important thing 
How does the Wtstein woman fact this 
ehallenge’ 

Another impoitant clement involved in 
the process is to move out of the trappings 


0 ! liw Qoay. 1*10111 me lemintit petqwctive 
It is a woman liberating heneif from the 
body What does it achieve? Over the 
generations, the woman’s response has 
changed from being awkward and shrink¬ 
ing into her body to being proud of her 
body In Maharashtra, women have tradi¬ 
tionally used very little ornamentation 
(shringar) of the body, compared to 
women in other parts of India Maha- 
rashttian women have been dowdy, and 
have moreover been proud of being 
dowdy Special measures (such as cutting 
of I salt) were taken in the past to stunt 
bodilv growth in order to faalitate mar 
riage In extreme cases such as widow 
hood, bodily disfigurement (especially 
shaving off the head) was common oi 
lathci, mandatoiy Attitudes have changed 
now to such a degree that today shrmgar 
appeals on a large scale among women of 
the younget generation But to what ex 
lent IS It a libcralion. and lo what exicnl 
a naicissism born out of loneliness’ 

Outstanding women of the nineteenth 
century. like.Ramabai Ranade and l,axmi 
bat lilak' wete devoted wives who 
‘followed alter’ Aftei their husbands’ 
death, they came into then own, but on 
the path earlier i balked out by their 
husbands Progressive husbands of the 
tune encouraged their wives’ ficedom, but 
in ordci to fun her then own careers 
Women of tudas arc trying lo stnkc out 
on their own ft is then liberation but it 
threatens the traditional family insiitu 
tion ( oncepis of liberation, again, are 
cultuK spccilic In India ‘sell hood and 
individuality lor women mean Icainmg to 
contain conflict within oneself, in ihc 
West It means the ahiliis to fulfil om self 

The choices available to women today 
are a set ol alteinatives, without then be 
ing right 01 wrong But the teal question 
IS of a different oidci these choices in 
solve an innci psychological battle -in 
addition lo the political battle with the 
existing socio-economic stiucture 

111 

Panel I ‘Images ol Women m Marathi 
I itcrature’ was an exploiation of male 
wnieis* pciccptions of women and of 
women writcis’ sell perceptions Mahadc*v 
Aptc (USA) in his paper ‘Male Play- 
wlights and Female Characters Are 
Maiaihi Plays about Men or Women'’ 
started with a set of premises that there 
exist dominant socio-cultural gender role 
models tor women, these models create 
social beliavioural constraints on women, 
conflicts occur because women’s desire for 
sell development through fulfilment ol 
personal ambitions clashes with societal 
gender role related obligations and res 
ponsibilities, failure to conform to these 
societal expectations result in strong 


rnyuive rntnuaes towum womoq amiHu 
inequdity and the ovtrai) dominance of 
men over women is aU-pervastve; and men 
perceive women as sexual objects for 
pleasure and exploitation Men’s attitudes 
to women in general pivot around the 
basic contradicuon that women as members 
ol (he family are to be protected, but 
women aj members of society are to be 
exploited These attitudes were analysed 
through the plays of Jayawani Dalvi, a 
popular contemporary Marathi play¬ 
wright, who portrays the urban middle 
class world A recurring theme in Dalvi’s 
pl?ys IS that the woman is primarily a wife 
and a mother, and can achieve fulfilment 
onis through this role, the moment she 
steps outside the domestic spheie and 
takes up a lob, the stabilits of the family 
IS disrupted 

A somc*whal dillcrenl set of attitudes 
undcipinned ihc witlings of a (topular 
conlempoiaiv poet, according to Philip 
I ngblom’s (USA) analssis in ‘Woman and 
Goddess in tin Poeliy of P S Rege’ The 
most common reading ol Regt s (loctiy 
emphasises his absolute suricnder to the 
physical charms ut women and his incapa 
city lo view women as mothers Under 
standably, this has evoked two (Oiuradic 
lots tvpes of malt reaciiouv out which 
applauds his ttlebraiion ol female sen 
sualits in the socially sanctioned male 
dominant tradition, and the uthci whuh 
condemns it as male ehauvinism The 
female response to Regt is moic complex, 
and suggests that the usual miUht i * ho^e 
duality IS irielcvani in Rege’s case Rege s 
poetiv thus lends itself to a piofoundly 
different inteiprctation revolsing aiound 
the woman as shaAfi cmphasiunp the 
fenimint in (he divine and the duine in 
the feminine 

Iravc fling baek in time to the devotional 
poetry of the ‘Varkaii tradition, Inna 
(jiushkova (USSR) analysed ‘The C oncepi 
of Woman in the Poems of Tukaram’ Iwo 
basie premises underlie these poems one 
being the parallel between (lod and 
Mother concomitant with the paiailel bet 
wc^n Bhaki (devotee) and ( hild, the other 
being that the concept of woman is 
dichotomised into (he two categories of 
‘Aspired lor’ and ‘Repulsed’ In this 
poetry, the mother-child relationship 
between God Bliaki has been expressed 
allegorically, by identification, and 
metaphorically, where God possesses all 
the aitnhutes of a mother- unselfish love, 
protectiveness, and nurturing in this 
manifestation as a mother, a woman is 
‘Asi 'red fttr' Her anti-thesis, a woman as 
woman or as wife, is a perennial source 
of carnal temptations Furthermore, a 
woman who does not have a child (e g, 
a bairen woman, a harlot) is to be 
especially avoided because a woman who 
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dots not desire to give birth to a diiM is. 
by dermition, immorei. Ibis entire cate¬ 
gory of women is to be ‘Repulsed’. Thiu 
the relationship of the Bhakt to women 
contains an antithetical duality: the 
Bhakt-Mother relationship is highly 
valued, while the Bhakt-Woman relation¬ 
ship is shunned as a symbol of danger. 
This duality suffuses Tukaram’s poetry. 

Women’s self-expre.ssion through poetry 
provided a refreshingly new angle against 
this backdrop, with the added dimension 
of the oppressed castes, in Eleanor 
Zelliot’s (USA) paper 'A New Voice: Dalit 
Women’s Poetry’. The sophisticated poetry 
of a few educated Dalit women selected 
for analysis revealed four different but not 
necessarily conflicting voices: an identi¬ 
fication with gender across caste; a sense 
of double oppression by caste Hindus and 
by Dalit men; a sense ofunity as members 
of the Dalit movement spearheaded by 
Ambedkar; and a strong criticism of the 
current Dalit social and political leader¬ 
ship as lacking genuineness. 

IV 

Panel 11 'Feminine Religious images in 
Maharashtra’ was opened by Mary 
McGee’s (USA) paper ‘In Quest of 
Saubhagya: The Roles and Goals of 
Women as Depicted in Marathi Vrata- 
Kathas’. Vratas are the votive perfoi- 
mances obseived primarily by women, 
and the body of stories related to them, 
though simple in narrative formal, serves 
a more complex purpose of reinforcing the 
traditional duties and responsibilities oi 
women {sindhanna) m general, and ot the 
devoted wife {palivraia) in particular. 
Most of the vraias are performed by 
women for strengthening their saubhagya 
which IS a quality of well-being contingent 
upon having u living husband. The vrala- 
kalhas or kahams tell of women rescuing 
their husbands fiom accident, disease, or 
even death (though rarely of men rescuing 
their wives), and impart two subtle addi 
tional messages, first, that marriage itself 
IS not enough to maintain saubhagya 
but that children are also essential; and 
secondly, that vratas possess a central 
significance and powei to enhance 
saubhagya. 

A specific vraia, that of Rishi- 
panchami which is also celebrated as a 
festival in Maharashtra and southern Gu¬ 
jarat, was singled out for study by lara 
Bhawalkar (India) in ‘The Taranetar 
Pilgrimage, Rishi-Panchami, and the 
Changing Image of Women’. It is custo¬ 
mary in Maharashtra that on the Rishi- 
panchami day, no food obtained by the 
labour of bullocks is to be eaten. This 
custom and the associated vraia were 
interpreted, on the basis of the symbolism 
of the existing folklore, as a celebration 


of the nMurai creative' |Kiwe^ women 
dating back to the time v^hen agricuhure 
was primarily the woman’s responsibility 
and when bullocks were not y^ used for 
cultivating (he soil. 

‘All the God’s Wives’ by Gunther Son- 
theimer (Germany) focused on Khandoba 
(an earthly incarnation of God Shiva) and 
the songs sung about his five wives:' the 
first wife Mhalsa, of the Lingayat mer¬ 
chant caste (often identified with Parvati); 
Banai, the shepherdess (often identified 
with Ganga); Phulai of tire gardener caste; 
Rambhai, the tailor woman; and Chandai 
Bhagvani, the Muslim woman (or some¬ 
times the woman of the oilpresser caste). 
Rambhai (sometimes idoitified with Banai) 
is the somi-divine ‘Murali’ or temple 
dancer. The songs traditionally sung m 
Maharashtrian villages by bards (Vaghyas) 
and temple dancers (Muralis) on special 
festive occasions are a mixture of enter¬ 
tainment and spirituality dwelling upon, 
among other things, the portrayals of the 
five wives of Khandoba, their persona¬ 
lities, inter-relationships, jealousies—and, 
through all these, the Maharashtrian folk 
images of women. 

The cult of the ‘Muralis’ or temple 
dancers was further explored by John 
Stanley (USA) in his paper with the same 
title. Over the centuries, the Muralis, with 
their ritual circuit of singing, dancing, 
miming, and begging, have kept away 
from prostitution; in fact, many of them 
are married women. In the bhakti poetry 
of the saint poet bknath, the .sexual im¬ 
agery of the Murali has been sublimated 
into a self-surrendering devotion to God 
Khandoba (also supposed to be her hus¬ 
band). In many villages the special all- 
night Vigil {jagaran) to celebrate a mar¬ 
riage requires the performance by a 
Murali to bless it lor fcniiity, strength and 
prosperity. 

Shifting from the marital to the sibling 
relationship of the gods, Anne Feldhaus 
(USA) read a paper on ‘Goddess as Sister. 
The Ca.se of Bliivai'. Goddesses having 
male protectors ot servants abound in 
Maharashtrian mythology, but the god¬ 
dess Bhivai having the god Dhuloba as her 
adopted brother is an unusual case in that 
It IS she who assists him in killing demons 
and in winning his wife. She al.so takes 
ritual precedence over him. Mythology 
contains two types of divine pairing; the 
usual mariial pairing where the husband 
IS dominant, and the other type where the 
goddess IS ascendant. But this brother- 
sister relationship (by definition non- 
sexual, non-mantal, and non-jcalous) 
reflected in the Bhivai-Dhuloba ca.se has 
no element of subouhnation or domina¬ 
tion. Even the stones of their mutual 
challenges show no rivalry. To what extent 
this image is a projection of the normal 
or normative ideal in social reality is a 


moot point. The fact remains that the 
brother-sister relationship is the only 
cross-gender, intra-generalional, close but 
non-sexual relationship available to men 
and women. 

Finally, the mother-son relationship was 
examined by James Laine (USA) in his 
paper ‘Shivaji’s Mother’. In the life of the 
great Maharashtrian hero Shivaji, his 
mother Jijabai is said to have played a 
crucial role especially in his formative 
years, moulding his political aspirations 
and religious disposition. (Her influence 
was reinforced by the fact that Shivaji’s 
father Shahaji was living elsewhere with 
his second wife during this son’s child¬ 
hood.) This strong mother-.son bond was 
examined from a psycho-analytical ap¬ 
proach, using both historical and legen¬ 
dary biographical material about Shivaji, 
and in the light of the traditional Maha¬ 
rashtrian household in which a son often 
grows up with the contradictory and am¬ 
bivalent image of his mother as nurtur¬ 
ing bill also as over-protective and 
demanding. 

V 

Panel 111 ‘images and Conditions of 
Women in .Maharashtra in the Eighteenth, 
Nineteenth, and Early Twentieth Cen¬ 
turies’ traced the soaal reality of relatively 
recent times based largely on archival 
materials. N K Wagle (Canada) prefaced 
his paper ‘Women in the Kotvali Papers’ 
with the observation that the common im¬ 
age of the female as inherently deceitful 
and of the male as her victim underlies 
the laws prescribed in the Dharma- 
shastras, but the social reality of the 
Peshwa times projected a far different 
code ol behaviour as revealed in their 
records. The Kotval, an important officer 
of the Peshwa, was required to keep a 
register of all olfences, including sexual 
misdemeanours (such as adultery, abor¬ 
tion, rape, etc, grouped under the term 
hadkarma) which formed a sizeable pro¬ 
portion The paper discus.sed four types 
of sexual misdemeanours citing a large 
number of cases recorded during the 1770s 
and 8()s: illicit relations, pregnancy arising 
from illicit relations and resultant abor- 
lions, rape and violence (including wife- 
battciing), and the loose behaviour of 
women slave.s. The judgments in these 
eases were based on concrete proof (gossip 
alone being insiirficient), a consideration 
of all relevant circumstances, and relative 
fieedom from gendet bias requiring both 
partners to pay equal penally (although 
double standards did exist, while at the 
same time men were often charged higher 
tines and rhe woman's honour wa.s upheld). 

I'he Peshwa documents provided the 
data also for Stewart Gordon’s (USA) 
paper ‘Remarriage in the Eighteenth- 
century Maratha Polity’ which concen- 
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tiMBd on northern Mahanilit^ 
required widow-remarriage (pat) to be 
regieteied along with the payment of a 
special fee or tax (patdam). A wide range 
of castes, including Brahmins, seems to 
have allowed this practice. The paper con- 
Ittded that, firstly, the position of widows 
in the Maratha polity was such as to pro¬ 
vide, in spite of the extremely negative 
view of widows, several possible alter¬ 
natives, such as staying on in the hus¬ 
band’s house, returning to the parents, or 
re-marrying (sati not being the norm). 
Secondly, the state was intensely involved 
in family and caste matters, in contrast to 
the later British regime; and the fate of 
the widows was important to the state. 
Thirdly, the post-Peshwa British colonial 
regime witnessed such a social change that 
great debates were held about the per¬ 
missibility of widow remarriage, with the 
British government referring to the sacred 
Hindu texts to provide the necessary 
criteria, but not to the existing practice. 

Anne Waters’ (USA) ‘Predicament of 
Women: Recovering Women’s Experience 
from Eighteenth Century Historical 
Fragments’ analysed five ca.ses of offences 
against women (four suicides of daughters- 
in-law, and one murder) from the Peshwa 
records. They .shed light on the family 
structure and politics of marriage, especially 
the fact that the state power extended into 
the family and other institutions. In the 
actual trials, the punishment, if not 
justice, was contextual, and included 
penance as well as a fine adjusted to the 
family’s financial condition. The restitu¬ 
tion of the family’s ritual status was also 
a major concern. In attempting to recover 
the experience of the women concerned, 
it has to be realised that the situation of 
daughters-in-law was generally stressful, 
the most critical period being that between 
marriage and the birth of children. This 
leads to the interpretation of these suicides 
as a form not of rebellion but of margi¬ 
nalisation. caused not by role-failure but 
by over-emphasis. 

J C Masselos' (Australia) paper on ‘Sex¬ 
ual Property and Sexual Violence: Wives 
in Late Nineteenth Century Bombay’ 
focused on the nature of cohabitation and 
conjugal rights, and whether or not British 
law applied to these. (An interesting 
sidelight was that the Peshwa courts had 
held both the man and the woman culpa¬ 
ble in cases of conjugal offences, while the 
British system usually punished the 
woman.) The norm of the perfect Hindu 
wife and the aaual practice did not always 
match; in spite of general conformity, 
spme women tried to escape the establish¬ 
ed pattern and encountered social sanc¬ 
tions. In this connection, the domestic 
structure of power and violence was also 
considered. 

Meerft Kosambi (India) combined the 
interaction between the indigenous social 


institutions and British fegisiation, with 
the different perspectives on women in the 
late nineteenth century, in her paper 
‘Child Brides and Child Mothers: The 
Age of Consent Controversy in Maha¬ 
rashtra as a Conflict of Perspectives on 
Women’. The upper-caste Hindu custom 
of pie-pubertal marriage for girls and im¬ 
mediate post-pubertal consummation of 
marriage through the ‘conception cere¬ 
mony’ harbhadhan) reflected the patriar¬ 
chal view of women as primarily wives 
and mothers. This was challenged by 
social reformers who were instrumental in 
initiating the Age of Consent Bill in early 
1891 and its almost immediate passage 
into an Act. Its purpose was to lay down 
the minimum age limit of 12 for girls at 
the time of cohabitation. The heated con¬ 
troversy ranged over a variety of issues: 
the correct interpretation of the ancient 
sacred texts, and the nature of contem¬ 
porary practice; the harmful effects to the 
child bride (such as physical injury leading 
even to death), to her family (by causing 
barrenness or producing weak, sickly 
children), and to the society at large (by 
producing a population weak in physique, 
intellect and morals, which could be easily 
subjugated by a foreign colonial power); 
and the validity ot foreign interference in 
Hindu domestic matters. What the new 
Act achieved, in addition to the physical 
and emotional welfare of the girl bride, 
was the legitimacy of a new and more 
humane (though not non-patriarchal) 
perspective on women. 

VI 

Panel IV ‘Views of Women in Modern 
Mahara.shtrian Social Thought’ revolved 
•largely around thiee prominent women: 
Ramabai Ranadc (1862-1926),-Pandita 
Ramabai (I8S8 1922), and Ihrabai Shinde 
(1850-1910). Sarojini Vaidya (India) in her 
paper ‘Reform fmm Within and Without’ 
examined two central and diametrically 
opposite tendencies in social reform in 
Maharashtra: namely, attempting to 
generate intcinal change in society, and 
attacking it from the outside. The two 
tendencies found their respective adher¬ 
ents among all the leading social refor¬ 
mers (almost entirely male) of the late 
nineteenth century. More interestingly, 
they were also represented by two of the 
very few leading women of the age. 
Ramabai Ranade, who ran the Seva Sadan 
in Pune aftei her husband’s death, follow¬ 
ed the traditional ideal that a woman’s 
upliftment lay in the service of others 
Pandita Ramabai, on the other hand, 
discarded both th'* Hindu norms of 
womanhood and the '.-iindu religion itself 
(through her conversion to Christianity), 
and promoted the ideal of the self-reliant 
woman. Ramabai Ranade’s approach con¬ 
formed to the mainstream social tradi¬ 


tions and therefor bore fruit; while the 
Pandita’s reform violated these traditions, 
antagonised society, and thus failed to 
bear fruit. 

A comparison of the writings of Pan¬ 
dita Ramabai and Tarabai Shinde formed 
the central theme of the two papers (origi¬ 
nally planned as a joint paper) by Vidyut 
Bhagwat (India) and Jayant Lele (Canada). 
Bhagwat’s paper ‘Sine Dharma Neeti and 
Sine-Purusha Tulana The Inner Unity of 
the TWo Texts’ outlined the subaltern ap¬ 
proach and described the two books con¬ 
cerned. The former is a guide-book on 
morals and manners for women by Pan¬ 
dita Ramabai, and the latter a comparison 
of women and men (including a ^cathing 
attack on the negative male attitudes 
about and treatment of women) by 
Tarabai Shinde. Although the two texts 
appeared simultaneously in the early 
1880s, they clearly reflected the authores- 
.ses' very different backgrounds. Pandita 
Ramabai, brought up as an orthodox 
Brahmin, was then in a transitional stage, 
having veered away from Hinduism 
towards the Brahmo-Prarihana Samaj on 
the way to Christianity; while Tarabai 
Shinde, a high-caste Maratha woman, was 
influenced by the Satyashodhak move¬ 
ment of Jyotirao Phule, with its emphasis 
on caste conflict and other forms of social 
discrimination. 

tele’s paper ‘The Modernity oi Subal¬ 
tern Consciousness: Some Reflections on 
Caste and Gender Through Pandita Rama¬ 
bai and Tarabai Shinde’ was framed within 
the context of the world capitalistic 
system, the decline of the British hege¬ 
mony, changes in the economic domain, 
and their impact on the socio-cultural 
domain. Starting from the mid-nineteenth 
century, the era oi optimism about the 
future development of India through colo¬ 
nial intervention gradually gave way to 
sceptimism by the end of the century. But 
both Pandita Ramabai and Ikrabai Shinde 
were located within the tradition of op¬ 
timism characterised by ‘modernity’. In 
this connection, the notion of ‘reflexivity’, 
or response to an alien culture, was dis¬ 
cussed. The colonial encounter was clearly 
a shock to both the parties involved, but 
the early Maharashtrian intellectuals pro¬ 
duced a ‘modern’ critique which involved 
a critique and appreciation of the other 
as well as of the self. It was this univer- 
.salism and reflexivity which was kept alive 
by the two women, and it was the rcflexi- 
vity in terms of liberation from gender op¬ 
pression which united them. 

Rajendr .1 Vora (India) emphasised the 
political context of the struggle for the 
women's cause in ‘Conservatism and the 
Status of Women in Maharashtra’ Con¬ 
servatism emeiged in nineteenth century 
Maharashtra as a response to the colonial 
socio political intervention and to the 
ideology of liberal social reformers which 
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centred around improving the upper caste 
family and marriage institutions and 
enhancing the status of their women In 
the last quai ter of the nineteenth century 
the Conservative programme gradually 
established itself a viable alternative in 
political as in social matters in Maharashtra 
As Its foremost champion, Tilak svsie 
maiically opposed rctorms such as lemalc 
education, widow remarriage, ban on 
child marriage, and other measures aimed 
at bettciing the status of women By the 
end ol the century, Tilak’s viewpoint had 
become the dominant viewpoint, and the 
women’s cause was relegated to the 
background 

VII 

Panel V was labelled ‘Women m C on 
temporary Maharashtrian Villagts and 
lowns’ Shaion Kemp (USA), in Women 
as Bullocks A Sell image of V Have 
Women’, showed that m contrast to the 
well known and dominant images u* Indian 
women as wives and mothers village 
women have constructed a model about 
themselves as bullocks Within the con 
text of their everyday lives and economn 
acuviiies bullocks provide an apt meuphor 
especially regarding the issues of work, 
autonomy, and control Both women and 
bullocks are perceived as strong, touched 
only by the Malak (a term which ordmari 
ly means the owner, but which is also used 
to refer to the husband), separated from 
the outside woild, and kept under control 
(including sexual and procreative control, 
through castration for a bull, and through 
the birth-control operation for a woman) 
Control can be exercised also on another 
level througli a young woman being voked 
to an older woman (mother in law) who 
can withhold food and administer beat 
mgs Work alone entitK both the woman 
and the bullock to food, and both must 
please the Malak Both ate considered to 
be dull-witted, and the muteness ol 
bullocks IS paralleled by the lonelinesi, of 
women who aie not allowed to talk to 
other women and often not even to visit 
their natal tamilies I he same women 
recognise that men’s work is hard and re 
quires mastery over animals, but their life 
IS perceived as being easier because it is 
not controlled and has the freedom of 
birds The women see this freedom in 
stark contrast to their own lack ol it 

Lee Schlesinger (USA) examined other 
sets of images expressed by villagers m 
relation lo the women who live there, m 
his paper ‘Women in and ol the Village 
IWo Instances from Western Maharashtra* 
TWo different types of source materials 
were used to analyse these The literary 
soutce was a recent Marathi short story 
about a woman teacher who joins a 
village school and then asks for a tnuisfer 


almost immediately: the Villagers react 
with mild curiosity and gossip but not 
with sympathetic interest, their chiei con¬ 
cern being the possible reflection this 
episode might have on the village reputa¬ 
tion The ethnographic source was the 
ritual celebration of the festival of Nag- 
pant hami in which the social divisions 
within the village community played an 
important part These two specific situa¬ 
tions locus on the place and significance 
ol women in relation to the external 
reputation and internal organisation of a 
viltage I hey also raise some broad con 
ceptual issues about social structure and 
theory relevant to the analysts and rcpre 
sentation ot gender (and/oi women) in 
Mahaiashtrian social life and culture 

Maxine Berntscii (India) presented the 
teal lile story ol a woman from one of the 
most oppressed castes, in ‘Sharada A 
Mahar Woman’s Path lo Selfhood 
Shaiada’s life paralleled (hat ot the nia 
)onts ot her sisters in terms of misery and 
in social and economic marginalisation, 
but hei uniqueness lay in her power to 
oveisonie the obstacles in hci own way 
Mtci ihe tustomaiy early marriage, 
Sharada continued her education in spue 
ol oppression from her husband and in 
laws When she attained sexual maturity, 
het husband no longer wanted hot and 
cveiUiially lemarned In spite ol this re 
jcciion, she made repeated attempts, over 
a twenty veai period, to be acknowledged 
as hi‘ wilt because of the internalised 
ideal ot the woman as a wife and mothci 
Duiing this lime while she developed the 
power to digest unhappiness she also 
obtained job skills and economic sell 
reliance, and got involved in polities 
ihtough the Ambedkar movement Spin 
tual sustenance was provided by ihe fami 
ly s legacy of the Mahanubhav tradition 
Shaiada s story provides a glimpse of the 
struggles ol an oppressed woman from an 
oppressed social stratum, and of the 
development of het personhood and capa 
city to cope, in the rich social coniexi ol 
iIh caste realities, the ideology ot 
womanhood, and the prevalent lehgious 
and political streams From the Western 
standpoint, Sharada is a ‘not liberated’ 
woman But in the Indian sense, she is 
liberated- she may have fallen short of 
her goal, but she has attained selfhood 

VIII 

III the concluding discussion which 
rounded oti the conference, the major 
themes which emerged through the papers 
and discussions were recapitulated These 
included the role of Brahminism (vratas, 
pilgrimages, etc), the role of patriarchy 
defining the household as the focal point 
of women’s existence, the role of colonia¬ 
lism, whether perceived positively as a 


iiberating infiuoice or negatively ai • 
theatre of oppression; the structure of the 
polity, economy, and culture; women as 
subjects as opposed to objects, and the 
nature of modernity in the context of 
oppression and liberation. 

It was felt by some that a compromise 
had inevitably been made with the ongmai 
objective of the conference, namely, to in¬ 
vestigate the images of women and of 
femininity, to focus not on the lot of 
women but on the perceptions of women 
which have influenced their lot Another 
reaction was that the Brahminical and 
urban women’s pcrspectisw was dominant 
throughout the conference, and that the 
othei world views which also co-exist tn 
Maharashtra did not receive the same at¬ 
tention This was probably due to histo¬ 
rical reasons the effort to improve the 
status of women among the upper castes 
has gone on foi a hundred and fifty years, 
but has been very limited among the lower 
castes whose women tend to be self-reliant 
but not het of male dominance 

In spite of these differences, the fact 
remains that the awareness ol the asym- 
nieirical man woman relationship is very 
clear and strong among the women of 
Maharashtra, acioss social and spatial 
divisions 

Noh's 

1 The proceedings ol the first International 
(onterenit on Maharashtra hav' been 
published in two volumes Religion and 
Soiieti in Muhorashtra and The C iiv, Coun 
in and Sntien in Maharashtra Ihe pro 
ecedings o) the I hird ( onterenec are eurrenl 
l> in press in two volumes 

2 Ihe two themes were I oik Culture, Folk 
Religion and Oral Iradiiiuns as a Compo 
nent in Mahirashirian C uliure’ and 'Rtfor 
mets Writers I diiors Transformation of 
Mah irashtrian < ulturt 1810 I9W For a 
report oi the Third International C onterence 
on Mahaiashtra see In Search ot Ihe Indian 
( uncept of Iiaditton by O Soniheimer and 
M kosanibi fionomn and Pohlual Weekly, 
September I 1988 pp I83S 16 

1 I his provision however was utilised only in 
a small way Only one paper, bv Tara 
Bhavdikar was picseiued in Maraihi, and the 
eommenis and discussion in Marathi were 
also hmiied 

4 The names and contributions ot women who 
have made a mark in Maharashtra through 
history may not be tamdiar to non Mkha- 
rashtrians Unloriunately, it is not possible 

10 give a fuller background in a report of this 
nature Some details, however, will appear in 

11 descriptions of the actual papers 

5 Laxmibai Tiiak was the wife of the Rev 
Narayan Vaman Tilak who is described as 
a Christian saint poet ot Maharashtra Her 
famous Marathi autobiography .Sninri-Chriw 
has been translated into English with the title 
And I follow After 


1434 


K<iA«aniie and VMifieal SMiablv Inna 99 MM 



IMF-WorM Bank Recipe for 
Soviet Economy 

R G GidadhuliU 
\bhijit Bhattacharya 

!n the context of the openly expressed view of the Soviet 
eadership that economic assistance from the West is critical to 
k>viet economic survival^ the report on the Soviet economy jointly 
prepared by the IMF, the World Bank, OECD and the European 
Sank for Reconstruction and Development and its 
^commendations assume special significance. 


kMONG the various responses and 
eactions in the West to Gorbachev’s 
lerestroika for the Soviet economy, the 
eport published under the joint auspices 
>f the four leading international economic 
>rgani$ations, namely, the IMF, World 
lank, OECD and European Bank for 
leconstruclion and Development (in 
hort, IMF-WB report) is very important. 
The report is quite comprehensive as it 
inalyscs all aspects of the Soviet economy 
uid the recommendations are significant 
IS the implicit objective is to evaluate con- 
litions under which the big financial in- 
titutions in the West should extend finan- 
;ial support to facilitate the Soviet efforts 
n implementing economic reforms. While 
levelopmcnis in the USSR are taking 
>lace very rapidly and make any analysis 
>r recommendation a formidable task, the 
MF-WB report may retain substantial 
elevance in the long term for the Soviet 
xionomy. Hence it is worthwhile to 
xaminc the essence of the IMF-WB report 
md the recommendations they make for 
he Soviet economy. 

In the first instance, an effort has been 
nade to analyse the overall development 
>f the economy under the leadership of 
Uorbachev. As per the IMF-WB report, in- 
tiatives undertaken in 1985-87 were more 
n rhe nature of campaigns (anti-alcohol 
lampaign, acceleration campaign, etc), 
>ut economic growth was affected by the 
lecline in world oil prices (oil being a 
■najor export-earner for the country). The 
sconomy was stagnating while money 
iupply increased and the fiscal deficit rose 
'rom 2.5 per cent in 1985 to 8.5 per cent 
n 1987. 

During 1987-88 among the niajor 
'eform measures were the enactment of 
:he Law on State Enterprises giving 
greater autonomy to firms and decen¬ 
tralisation of foreign trade activity. 
However, in practice the system of state 
arder and inflexibility of prices continued 
which negated the reform laws. On the 
external economic front there was 
deterioration caused by worsening terms 
of trade and growing domestic im¬ 


balances. External debt in hard currency 
shot up to $ 54 billion in 1988. 

While the rate of growth of capital 
stock, net investment and output of essen¬ 
tial industrial goods declined, the military 
burden remained significant. The concen¬ 
tration of the highest quality of labour 
and material inputs in the defence sector 
seriously retarded the growth of produc¬ 
tivity in civilian production. However, the 
policy of converting defence industries for 
civilian goods was gaming momentum in 
1988-89. 

EtONOMK DtCllNE 

In 1990 it was becoming evident that 
perestroika had failed to halt the secular 
deterioration of economic performance 
with the fall in NMP by 4 per cent and 
GDP by 2 per cent. The rate of inflation 
was about 12 per cent with excess liquidity 
estimated at Rbl 250 bn, i e, about one- 
third of the stock of financial assets. The 
budgetary deficit was about 8.5 per cent 
of GDP and was a major source of money 
creation. The USSR could not takcadvan 
tage of the rise in the world oil price due 
to a decline in domestic production of oil. 
I'or the first tune in Soviet history, 
unemployment was informally estimated 
at 1,5 per cent of the labour force 

The hard currency BOP defleit was $ 14 
bn and out of foreign exchange reserves 
and accumulatjon, arrears to foreign sup¬ 
pliers was estimated at S 5 bn. Gross 
external debt in convertible currency was 
to decline to $ 52 bn. Trade with the non- 
convertible area was in deficit due to 
decline in oil exports. Quoting Soviet 
sources it is noted that BOP in converti¬ 
ble currency worsendd, particularly in 
1989 (-$ 3.7 bn) and 1990 (-S 14 bn pro¬ 
jected) as compared to 1986 when it was 
- 1 -$ 0.6 bn. Similarly, non-convertible 
BOP position also worsened during the 
last five years, from +• S 1 bn in 1986 to 
- $ |5.6 bn in 1989. This shows the overall 
deterioration of the external financial 
position of the USSR. 

On the whole, NMP growth rate in 


1986-89 was 2.7 per cent as compared to 
3.2 per cent in 1981-85. This declining 
trend got accentuated in 1990. Even as per 
official estimates, NMP growth was to go 
down to -4 per cent. In fact many Soviet 
and Western specialists opine that real 
growth of the Soviet economy has been 
negative during 1986-90. 

As per the IMF-WB report, the tradi¬ 
tional centrally planned system had col¬ 
lapsed but had not been replaced by the 
market system. Growing imbalance bet¬ 
ween money supply and supply ol goods 
resulted in too many roubles chasing too 
few goods. Domestic trade system was col¬ 
lapsing with barter arrangements becom¬ 
ing asmmon among republics, regions and 
even cities. There was a growing shortage 
of consumer goods. 

In an effort to marketise the .Soviet 
economy, alternative programmes for 
transition were presented to the Supreme 
Soviet in 1990 which differed in modali¬ 
ties, timing and sequencing of rcinims. 
However, on the question of transition to 
market there was no alternative. For 
economic transition four stages were iden¬ 
tified; (I) .stabilisation of the econorn ind 
beginning of commercialisalior ::nd 
privatisation; (2) gradual liberalisation of 
prices, introduction of social safety net 
and maintenance of tight financial 
policies; (3) introduction of structural 
reforms, and housing market; and 
(4) achieving convertibility of rouble and 
opening up of-Soviet economy for toieign 
companies. 

These stages were in fact contained in 
the ‘Guidelines for Stabilisation ol the 
Economy and Iransition to a Maikct 
Economy’, a framework (oi a lelorm 
programme spelt oiii bv Gorbachev. I'he 
programme is essentially a gr.)dualist one 
which also envisaged price reform, both 
wholesale and retail Lnde’' tins pro¬ 
gramme subsidies on retail prices were to 
be reduced. Distortions in relative prices 
at producer and wholesale level vvei'- to 
be reduced admincstrativcly m 1991. It is 
observed in the report that Soviet 
privatisation policy u'as vague and lacking 
a specific time hori/.on and that it niav be 
stretched to a long period Soviet in¬ 
dustrial restructuring may lead to reduc¬ 
tion 111 employment in industry by bet¬ 
ween I and 6 million persons. 

In the IMF-WB report an effort has 
been made lo analyse the problems fac¬ 
ing different sectors of the economy. On 
the agricultural sector, the report points 
out the following major shortcomings: 

(a) wastage and losses arc heavy, ranging 
from 20 per cent in the case of grains to 
40 per cent in that of fruits and vegetables 
which equal the quantum of impoits; 

(b) losses arise due to shortages of packi^- 
ing material, storage facilities, prevalence 
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of outdated processing technology and 
inadequate and poor transport facilities; 
(c> irrational price structure has ted to 
heavy subsidies, causing excess consump¬ 
tion demand and affecting production 
efficiency; and 

(d) about one-third of total investment in 
the economy has been diverted to the 
agricultural sector during last 25 years and 
yet its development has suffered due to 
wrong priorities and macro imbalances. 

As regards the energy sector which is 
a crucial one for the Soviet economy as 
the main foreign exchange earner, the 
report points out that the policy of energy 
exploitation has relied upon techniques 
aiming at short-term expansion at the cost 
of long-term recovery prospects. Besides 
inefTiciencies in production, transport and 
storage problems are affecting this sector. 
Pricing of energy is highly irrational, oil 
prices for consumers being lowei than the 
cost of production and world market 
prices (Itoviet domestic oil prices are 
S 40-53 per metric ton as compared to 
world prices of $ 200). This has led to 
wastage and uneconomical use of energy 
resources at consumption level and lack 
of incentive at production level. 

The manufacturing sector in the USSR, 
it is observed, is characterised by concen¬ 
tration of production leading to mono¬ 
polies, mismatch of demand and supply, 
excessive administrative control over pro¬ 
duction units, inadequate inliastructurc 
and managerial personnel, and so on. 

Thf Chok'is 

in the opinion of the IMF-WB 
specialists, Soviets have two alternative 
approaches for economic reforms—-a con¬ 
servative approach and a radical one. In 
the conservative approach there is em¬ 
phasis on tight or restrictive fiscal policy 
while prices remain under administrative 
control and structural changes take place 
at a slow pace. The radical scenario em- 
phasi.se$ a macro-economic stabilisation 
programme with the intention to reduce 
the budgetary deficit to a level below 2-.t 
per cent of GDP, decontrol of prices and 
privatisation of small-scale enterprises. 

The authors of the report have recom¬ 
mended the radical approach as the ap¬ 
propriate strategy for the USSR although 
they are aware of certain consequences for 
the economy—there will be hardships for 
consumers, particularly for some 
vulnerable groups, price decontrol may 
lead to a wage-price spiral and large 
monopoly profits, there may be undue 
burden on enterprises. To overcome these 
consequences, remedial measures are sug¬ 
gested during transition period to the 
market—for instance, retaining price 
control over public utilities and housing, 
promoting greater domestic and external 
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competitiveness, and so on. 

Among various important recommen¬ 
dations made in the IMF-WB report are 

(a) a hard budget constraint on govern¬ 
ment expenditure to eliminate various 
forms of budgetary and extra- 
budgetary support to loss-making 
enterprises; 

(b) a more integrated approach to man¬ 
power and wage policies for the 
government sector; 

(c) higher interest rates for effective 
monetary control; 

(d) absorption of excess liquidity through 
monetary reform by freezing part of 
financial assets held by households 
and enterprises, by reducing the real 
value of as.sets by price increases and 
by sale of financial assets of longer 
maturity (bonds) or shares or of 
physical assets; 

(e) opening up of the economy to foreign 
competition through trade liberalisa¬ 
tion which requires, among other 
things,'introduction of a realistic and 
unified exchange rate, reduction of 
trade and BOP deficits, phased intro¬ 
duction of convertibility of the rouble 
and introduction of separate foreign 
exchange markets in each of the major 
republics; 

(f) income policy be made effective with 
wage determination being left to 
collective bargaining, protecting pur¬ 
chasing power of incomes through 
indexation and wage tax being supple¬ 
mented by a ceiling on wage increases; 

(g) freeing of prices to guide allocation of 
resources, comprehensive price decon¬ 
trol to eliminate shortages and macro- 
economic imbalances; introduction of 
market clearing prices and transition 
to world prices; 

(h) agricultural reforms to be directed to 
price liberalisation, land reforms with 
emphasis on privatisation, disbanding 
state and collective farms, termination 
ol state orders, phased withdrawal of 
state distribution of agricultural 
inputs, encouragement to small scale 
and co-operative production, improve¬ 
ment in infrastructure facilities, 
including development of all weather 
roads, etc, and promotion of joint 
ventures with foreign collaboration in 
food processing activities with 
introduction of modern technologies; 

(i) elimination of monopolies and crea¬ 
tion of competitiveness among pro¬ 
duction units, dissolution of branch 
ministries, elimination of restriction 
on range of products, introduction of 
commercialisation and privatisation 
for the transition to market economy, 
facilitating growth of small business 
sector; and 

(j) revision of prices of fuel and energy 


resouicnto iitcraue export polentiirii- 
ty of energy resources (1 per cott 
r^uction in domestic consumption 
will lead to $ 1 bo increase in export 
earnings), improvement in field 
management practices and secondary 
recovery techniques, creation of 
favourable investment climate for 
foreign investment and know-how; it 
is also proposed in this context to the 
Soviet government that fuel deposits 
may be leased out to attract foreign 
investors. 

There is an unambiguous recommenda¬ 
tion for privatisation as a part of the 
strategy for successful transition to market 
eciinomy of the USSR. It is noted in this 
context that before substantial privatisa¬ 
tion was implemented, the locus of owner¬ 
ship of state property mast be conclusively 
determined either through a new union 
treaty or some other means. This is con¬ 
sidered important since the experience in 
the recent past showed that decisions 
taken by the Soviet government with 
regal d to leasing and private farming ran 
into dilficulties tn the absence of clarity 
as to the locus of ownership of land. 

THRLAI OI PottllCAl BACKtASH 

Although specialists who have prepared 
the IMF-WB report have met several 
Soviet policy-makers and organisations in 
the USSR, there is no reference to .some 
of the important reports published in the 
USSR Itself. For instance, on June 21, 
1990 the Soviet government had instituted 
a committee of 24 members under the 
chairmanship of Abel Aganbcgyan to 
‘Evaluate Alternatives for the Transition 
to a Market Economy’. Among its 
members were Nikolai Shmelev (vice- 
chairman), Oleg Bogomolov, Tatyana 
Zaslavskaya and A Emelyanov. The com¬ 
mission published its report in October 
1990 (Voprosi Ekonomiki, No 10, 1990, 
Moscow, pp 109-148). According to this 
publication, the proposals put forward by 
the Soviet economists fall into three broad 
categories: (I) variants of non-market 
development, (2) market extremist 
variants, and (3) variants for the transi¬ 
tion to a regulated market. Though the 
third category of variant itself can be 
divided into various sub-categories (from 
conservative to radical versions), the IMF- 
WB recommendations broadly fit into the 
third group. Similarly, there is no reference 
to the Ryzhkov, Shatalin plan and so on. 

The IMF-WB report has not given 
specific suggestions or recommendations 
to certain key problems of reform. For in¬ 
stance, when the Republics are at log¬ 
gerheads with the Centre over the ques¬ 
tion of resource sharing, the report has 
only acknowledged the importance of a 
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niw/ftiunciwo^ of intn-gowrnmenur‘ 
fU^ relations. Tliough the IMF-WB 
spedaiittt support a system which gives 
each level of government autonomous and 
wetl-defined revenue raising powers, the 
Soviets may not buy this idea consider¬ 
ing their present level of about 9 per cent 
deficit and little possibility of it being 
brought down to 2'A-3 per cent in the 
short run. On the other hit'id, they are 
aware of the fact that decentralised fiscal 
policies have given a boost to budgetary 
deficits in various countries. 

On the question of the ‘monetary 
overhang’ which has assumed huge pro¬ 
portions causing the present macro- 
economic imbalances, the IMF-WB has 
mentioned three alternative approaches 
(or some combination of them); 

(!) through monetary reform which 
would confiscate or freeze a part of 
financial assets held by households 
and enterprises, 

(2) by letting the real value of existing 
financial assets be reduced by price 
increases; and 

(3) by sales of financial assets of longer 
maturity (bonds or shares) or of 
physical assets. 

Although debate has been going on in 
the USSR on these issues, Soviet prime 
minister Pavlov introduced an ill-con¬ 
ceived and badly managed demonetisa¬ 
tion of 50 Rbl and 100 Rbl notes in March 
1991. His demonetisation measure, which 
was meant to fight black marketeers and 
‘Western saboteurs’, inadvertently hit hard 
the genuine embryonic Soviet private sec¬ 
tor and new class of entrepreneurs which 
has shaken their confidence in govern¬ 
ment policy. Added to this is the price 
revision and partial price liberalisation in 
April 1991 which may turn inflation into 
hyperinflation. 

In other words, while IMP-WB alter¬ 
natives are not infeasible, they require 
further preparation and have to Iw weigh¬ 
ed against the possible political backlash 
Regarding the second element of the 
above mentioned alternatives, valuation of 
assets in the absence of a real capital 
market is a serious practical problem 
which may create tension as was evident 
in the case of Hungary. 

On the question of systemic issues the 
necessity of an early price reform has now 
been accepted by more or less all the refor¬ 
mists. In this regard the IMF-WB sugges¬ 
tion is interesting for its practicaoility 
since it throws some light on how to 
squeeze the already miserable population. 
This has to be done since there is no other 
alternative. 

On the whole, unlike various already 
published proposals for reform the IMF- 
WB recommendations seem to be more 
coherent since any radical reform of the 


whole system has to 1^ a'pwekaige d^ 
with logically intereonnected elements. 
The report has highlight^ one very im¬ 
portant aspect (though very briefly) which 
is extremely important in a grandiose 
soda! experiment like perKtroika. That is. 
the speed and timing of the reform. The 
opportunity cost of implementation of 
various elements of the reform changes 
very fast with time. If one element is not 
introduced at the right moment, at a later 
stage the same step may throw the whole 
system into a tail-spin if politically and 
economically much tougher back-up 
measures are not taken simultaneously. 
Pavlov’s April 1991 price revision is an 
example of this. In 1987-88 this reform 
measure could have given some tangible 
results when a financial crash was not 
looming large over the Soviet economy. 
The IMF-WB report rightly mentions that 
“the speed and sequence in which they 
[macro-economic stabilisation, price 
reform and ownership reform] and the 
necessary accompanying legal and other 
measures arc introduced will determine 
the cost; of the miiial adjustments, and 
the speed with which the benefits of 
reform are through”. 

The IMF-WB recommendations on 
foreign direct investment arc in tune with 
its well known recipe for all closed or 
semi-closed economies. Since joint ven¬ 
tures arc supposed to do magic in inter¬ 
national business, the IMF-WB specialists 
have advised the Soviet Union to create 
necessary condition enabling multi¬ 
national companies to operate freely m 
the Soviet economy. In fact, foreign invest¬ 
ment may not contribute significantly to 
Soviet gross domestic product and to im¬ 
proving other macro-economic indicators, 
though foreign collaboration.s may have 
an educative function for Soviet managers 
and entrcpreneuis who will learn how the 
cream of the capitalist world operate in 
a real market. 

Postscripi 

T he Soviet economy is passing through 
crisis ol historic dimensions. The situa¬ 
tion has worsened as compared to early 
1990 when the IMf-WB report was 
prepared. loi instance, according to 
Soviet official data, as compared to the 
first quarter of 1990, the growth peifor- 
mance in the first quarter of 1991 was as 
follows: CiNP -10 per cent, national 
income - 6 per cent, indu.strial produc¬ 
tion - 9 per cent and agricultural produc¬ 
tion -13 pel cent The decline in Soviet 
foreign trade was even worse with imports 
declining by 45 per cent and exports by 
18 per cent. 

Against this significant decline in 
economic growth, there has been a sharp 
increase in money supply. In the first two 


months of 199) it inis 88 biUidn roubles 
Bgmnst It billion roubles in the correspon¬ 
ding period in 1990. Thus inflationary 
pressures are further building up ag¬ 
gravating the crisis in the country. Added 
to these are problems arising out of 
Centre-Republic relations over the new 
Union treaty, sharing of economic 
resources and political power, and the 
declaration of independence by six 
republics from the Union. 

While the task of finding a temporary 
solution to these issues looks very for¬ 
midable, Soviet economists and polity- 
makers are also confronted by the need 
for an unambiguous choice of a model for 
their economy. There seem to be only two 
probable alternatives. Either to continue 
the old system and improve upon it or to 
abandon the socialist system and accept 
capitalism (be it in the form of the laissez- 
faire, convergence or any other model). 
But the problem of making such a choice 
lies in the fact that sufficient theoretical 
work has been done neither on the im¬ 
provement of the socialist system (for 
many economists it is even futile to work 
in this direction since they are convinced 
that the efficiency of the Hungarian 
economy is the limit of what a socialist 
system can achieve) nor on the transition 
from socialism to capitalism. It is indeed 
a great challenge to the leadership of the 
Soviet Union to select and work out a 
theoretical and practical framework for 
one of these two alternatives. Right now 
the trial-and-crror method seems to be the 
otficiai approach. 
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FERSPECnVES 


The Price of Security 

s n Sfii 


Unless something drastic is done to arrest the growth in defence, 
police and other non-development expenditures, India is likcl) to 
miss the sicond technological resolution and world trade boom 
that setms to be in the oiling in the Nineties, lust as she had 
failed to take advantage of the enormous technological changes 
and woild tiade expansion ot the Sixties 


IN spilt* ol iIk Sttoiid Woild \Var and the 
post paitilion Mots Indus t\t>endiiurc on 
external and inttiiial sicuntv, vi/ defsnsi 
police and ecniral administration, lemain 
ed reasonably low in the Filties coinpaicd 
lo many othci countries 

III 1950 51 dele lice cspendituic was I 8 
per cent ot < iNF (Rs 168 cron /Rs 9.125 
eroic), police expenditure was 0 6 per cent 
of (iNl* (Rt 56 9,125 croit) and ‘othci 
non dcvtlopiiiciit' (OND) expenditure 
(largely gencialadmimstraticsn excluding 
interest on public debt and dc tenet 
and polite) was 2 4 pei cent of GNF 
(Rs 224'9,3’> ciorc) These ratios were 
even lower pi lor to the Second Wui Id War 
The Biitish policy ot maintenance of the 
buffer statue ut Alghanistan, Tibet and 
Thailand, r>inmand over the sea routes, 
Mrategii di tern nee and prompt drastic 
police action during emergencies made 
this Uasiblc Potential backing tioin 
Mratcgically located government forces 
enabled a small posse ot troops or even 
unarmed constables to keep peace 
In the inicicst ot devetopmeni, l^ndit 
Nehru succec ded in maintaining these low 
ratios up to the ( hina War In 1960 61 
defeiic’c expenditure was 17 per cent ot 
CNP (Rs 281''16,129 ciore), police 
expenditure was 0 6 per cent ot CiNP 
(Rs 99/16,129 crore) and other non 
devt lopnienl cxiicnditurc was 2 2 per cent 
of (iNP (Rs 155 '16,129 crore) 

The ( hitia and Pakistan wais substan 
liallv changed all that In 1965 66 dctence 
exprndituu vvj* ’ 4 per tent ot CiNP 
(Rs 885/25.981 cioie), police expenditure 
was 0 7 pci cuii ot GNP (Rs 190/25.981 
croie) and (INI) expenditure was 1 8 per 
cent ot (iNP (Rs 479/25 981 crore) Foi 
people in ll’c Planning ( ommission in 
those days it was a traumatic experience 
to disniantlc the I hird Plan and divert 
resouKcs lioin development to delence 
purpose s rtu V tried to partly compensate 
for thi t Iw I iittiiit down ONI) expenditure 
from 2 2 per t cut to I 8 pti cent ot GNP 
But tlicic tv ti unt )ilunate wars did in 
tact iiiiK h grcatci teal damage than these 


ligiiics h> themselves indicate India tailed 
1(1 take advantage ot the new technological 
icvolution and world trade boom ol the 
Sixties unlike Japan and Cicrmanv 
Severe drought devaluation the 
Bangladesh war and the oil crises tolk)wc>d 
in quick succession and the Sixties and 
Seventies turned out to be two bleak 
decades toi India By 1980 81 defence 
cxpcndiiuic was brought down to 2 8 pei 
cent ol (iNP (ks 1,867 1,16 157 cioic) but 
police expenditure went up to 0 9 per cent 
(Rs I 16V1.16,15’crore) and OND cxpcn 
dll lire went up very substamiallv to 11 per 
cent (Rs 4,286/1,16,157 crore) Correspon 
ding figures tor 197(5 yj 2 8 pci cent 
(Rs 1,199/42,879 crore), 0 8 pei cent 
(Rs 1)5 42 879 ciorc) and 2 5 per cent 
(Rs I 071 42,879 crore), lespectivclv 
Throughout the Lighties the earlier 
restraint on dcicnct, police and OND 
cx|iendituics was very much iclaxed 
although there was no war ot othei special 
emcigcncy In 1989 90 defence expen 
diturc went up to 1 3 pet cent ot GNP 
(Rs 14,150/4,11,500 crore), police expen 
dilute to I 0 per cent ol C>NP (Rs 4,460/ 
4,11,500 crore) and OND to a very high 
level ol 4 1 pci cent of GNP (Rs 18,506' 
4,11,500 crore) The total ol these three 
Items stood at 8 6 per cent ol GNP 
(Rs 17,316/4,11,500 crore) in 1989 90 as 
compaied lo 61 per cent of CiNP in 
1970 71, 5 9 per cent of GNP in l%5-66 
and 4 8 per cent of GNP in 1950-51 The 
budgetary gap not covered by revenue 
went up from Rs 12,282 crore in 1980-81 
to Rs 45,600 crore in 1989-90 In contrast 
with the revenue surplus and balance of 
payment surplus of the Seventies, there 
was a colossal deficit in both in the 
E ightics India’s total external debt which 
stood at $20 6 billion or 11 9 per cent of 
GNP in 1980 went up to $62 5 billion 
dollars or 211 per cent of GNP tn 1989 
and IS much higher now The country is 
lacing severe domestic inflation, budget 
crunch and foreign exchange crisis 
It appears that unless something drastic 
IS done to halt this rake’s progress, India 


IS likely to miss again the second tech¬ 
nological icvolution and world trade 
boom that seems to be in the offing in the 
Ninettes (somewhat compaiable to that in 
the Sixue-), without any excuse like war 
Ol laiiiinc this time 

SoMi RtMtniAt MLASUkis 

I he minimum (hat needs to be urgently 
done IS to reveil at least to the 1980-81 
ratios if not to the 1970 71 ratios, of non- 
Uevelupincnt cxpendiiuie, including 
defence, and implement the suggestions 
lot lediicmg bureaucratic delays made tn 
the article ‘loo late and Too little’ 
(/■PH tune I 8) I his can be done partly 
by augment ng the denominator and 
partly bv icclncirig the numciatnr l/egal, 
proceduial and financial lonstraints on 
Indian NKI and touign invesiois should 
be lemovcd or reduted it ihcv undertake 
to earn net 10 per cent more of foreign 
excliangc than then total toieign exchange 
liabilities pei annum oi I'vcr a spicilied 
period, lire spec live of liow much they sell 
in the domcsiK oi loitign maikets While 
special incentives may be provided for 
prodiicic dtsigned tor cxpoit inaikcts, 
then domcstie con urnption sliould be 
curbed, it necessary bv excise duties rather 
than physical eeintiols Spc*cial lice trade 
eiiin tree foreign exihange /ones should 
he sel up foi attiacting entrepreneurs 
from, say Hnny Isongoi the Ciull region 
Anv net infleiw of foieign ixeliange 
especially liom NRls, should be tiei from 
personal ineomc tax and lelited hassles 
The national benelit would then far 
outweigh hvpothctical dt'paitnunial loss 
These and other comparable measures 
would help eotisideiablv to augment our 
CjNP and loreign exchange earning' and 
bring down the three ratios mentioned 
above 

It would help substantially to bring 
down these lalios if very earelul annual 
scrutiny is undertaken of eae h important 
element of our delence, police and OND 
expenditure 

So far as the last two, siz, police and 
OND expenditure, are concernMl, it would 
help if a ‘zero based budget’ procedure is 
followed and the Estimates Committee of 
parliament considers these as specially 
susceptible lo I’arkinson’s Law and 
therefore priority areas for its scrutiny 
Every item of additional personnel and 
Idcilities since 1980-81, if not 1970-71, 
should be carefully checked Each time 
more efficient modern equipment is asked 
for, appropriate economy in obsolete or 
surplus equipment and personnel should 
be insisted upon 
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iww po t ■ a isMuivov ununi uiitwun 
fleU becsuw it it uwatiy niarded m a 
*boly cow*. Then are in tliU country vory 
few MPs and competent analysts who 
specialise in defence matters, foreigners 
are often able to collate more data from 
various sources which are now denied to 
our own MPi and analysts Government 
would do well to provide at least such 
information as is now being collated by 
fomgners to those Indians whose creden¬ 
tials are above board Many senior defence 
officers themselves have expressed serious 
concern about the Parkinsonian growth 
of defence expenditure in undesirable and 
counter-productive directions, and are 
themselves recommending greater analysis 
and scrutiny by experts from outside the 
establishment 

Annual scrutiny needs speciall) to be 
made about the ‘teeth-to-tail* ratio and the 
composition of the ‘teeth’ in our defence 
Jtarces 

Tfeeth’ in particular have to be very 
different for ‘bhtzkneg’ and conventional 
war For the latter, self sufficiency is 
undoubtedly important But for counter 
mg the former, our defence forces must 
have the most uptodate and efficient 
‘teeth’, whatever be the source Since many 
of these are subject to rapid obsolescence, 
the populist slogan for self sufficiency for 
these also may be very riskv \^e must 
periodically update these items of ‘teeth’ 
up to a reasonable critical mass in ihe light 
of oui risk perception and provide adc 
quate resources for this purpose 

Relatively small but well trained and 
well armed forces, with the most modern 
and highly effective teeth’ (as in sav, 
Israel), when used boldly in minimum 
critical mass and against carefully iden 
tifiod vulnerable points ot the enems have 
usually proved much more successful than 
large inadequately trained and armed 
forces which have lacked such teeth This 
IS a lesson of history which we can ill 
afford to forget 

We should have no compunction in get 
ting rid of any equipment oi personnel 
adjudged unequal to the challenge faced 
in such a life and death matter as war it 
the potential enemy knows our prepared 
ness and determination to hit back very 
hard at any place and time of our own 
choice and inflict unacceptable damage 
on him, that alqne should prove an effee 
live deterrent and help avoid war Whether 
he plans overt aggression or covert subver 
Sion, the knowledge that our retaliation 
will be prompt and drastic (or more than 
equivalent) would make him prefer a 
peaceful resolution of his differences with 
us Readiness to take calculated risk and 
strategic deterrent action is also a useful 
way to keep down the cost of defence. 


i^iHiaupeivr nraiwwi 

India has repeatedly sufreied in the past 
because Indians were not careful enough 
in this regard 

At an mformal discussion, an Amencan 
defence specialist once observed that the 
Indian soldier has usually been among the 
best in the world He referred to the Duke 
of Wellington saying that he had faced the 
toughest challenge of his career at Assaye 
against the Marathas and not at Waterloo 
against the French But Indian com 
manders were often defeated because they 
depended unduly on large ill-equipped ar 
mies and were unfamiliar with the latest 
weapons and strategies evolved in other 
parts of the world The American 
specialist's British counterpart added that 
Hindus had written tomes on the art of 
warfare and were often brave fighters but 
they lost most wars against foreign con 
querors because they svere loo rule bound 
and unable to react effectively enough 
against the surprise moves of the enemy 

The f m\tlopaedia Bntannica says 
“The subjection of a whole sub-continent 
containing a unique civilisation has long 
been a source of historical wonderment 
(this was] made possible by the innate 
divisiveness of Hindu society, rent by class 
and caste divisions, which rendered it 
unusually willing to call in unwelcome 
outsideis to defeat the still more 
unwelcome neighbour The foieigners 
asked in the Inst resort to assist in 
defeating a rival were in the last resort 
acccpitd as masters in preference to 
dominance b\ a rival Thus Marathas 
prefentd the British to the Mughals or 
Muslims and the Ni/am, the British to 
the Marathas lung historical memoiics 
can be inhibiting as well as inspiting 
Britain enjoyed the advantage Of overseas 
rtinlotccmcnt through its sea power A 
lost battk tor the British was an incident 
III a campaif ii for the Indian prii .t 
usually the end of Ihe chapter T hen there 
were the tcchiiic il advantages of aims and 
mifitary discipline and the immense 


AM MAV MOMM T"nni wvm* -y nr » j i_ 

by the nsmg self-confidence of the Euro¬ 
peans in general. For the Hindu, on the 
other hand, his world was at its lowest 
ebb—in the Kali or dark age—while the 
Muslim believed in inscrutable fate" 

These observations may not represent 
a thorough analysis Nevertheless, they 
contain important elements of* truth 
which deserve to be carefully kept in view 
when considering questions oi our exter¬ 
nal and internal security Oui present lack 
of ‘divaplined civilian morale’, fratncidal 
‘caste and class divisions’, turning to 
‘unwelcome outsiders to defeat the still 
more unwelcome neighbour', extreme 
political confrontation and fact’onalism, 
undue reliance on Targe ill eqmpped’ 
security forces and bureaucratic iiiabihty 
to ‘react quickiv and eltcctively enough’ 
against surprises resulting partly fiom 
some special features of the sub-continental 
policy and partly from our social milieu, 
all indicate that the shoitcumings 
highlighted bv these commentatois stilt 
persist although we are now in the fifth 
decade ol our independence 

\et It need not be so Our geo j olitical 
position in Asia is somewhat comoarable 
to that ol ^witrcrland in Europe vis a-m 
the relevant big powers We could learn 
valuable lessons from the security and 
diplomatic policies of thit couniry, which 
IS no doubt much smaller but has laced 
comparable problems ol heterogeneous 
vocie V and querulous neighbours These 
policies whicli arc less moralising and 
nioic dnwntocaith compared to ours 
have ell jbled Swu/erland lo enjoy an en 
viable long period of pcaec and pios 
periiv at relatively low defence and police 
tost If vvt do tiui wc need not seek 
intcinaiional Icidcrship International 
esteem will automatically come to us as 
It has come to Swnorland 

But lor this to happen out various deft 
cicncies noted ibovc need to be clearly 
tecogniscrl and appropiiatt corrective ac 
lions initiated bv our statesmen as early 


general advantage of a disciplined civilian as possible 
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Mandalisation under British Rule 
in Bengal 

G K Lieten 

Caste, Politics and the Raj: Bengal 1872-1937 by Sekhar Bandyopadhyay; 
K P Bagchi, Calcutta, 1990. 


REVIEWS 


MUCH of the later life, and the final asse$!>- 
ment, of the Janata Dal government of 
V P Singh has been tied up with the issue 
of reservation in Central government jobs 
for members of the backward castes. The 
vociferous antagonists, supported by prac¬ 
tically the entire establishment, confronted 
the equally vociferous but less endowed 
protagonists. A middle ground appeared 
impossible. 

Strangely enough, the slanging-match was 
conducted without much empirical base as 
to how reservation in the past and in the 
various States had or had not caused the 
various distortions and aberrations, or 
benefits and consonance which both sides 
have claimed. A dispassionate debate was 
made impossible by the recourse to direct 
democracy by the powerful and by the 
adamancy of the pro-Mandal lobby. 

It is, therefore, fortuitous that an excellent 
study on the politics of preferential treat¬ 
ment, as practised by the colonial administ¬ 
ration in Bengal, has been published. For¬ 
tunately for Sekhar Bandyopadhyay, his 
book got finished before the 'Mandalisation' 
of Indian society took place. It has been 
possible to take a scholarly, detached and 
unbiased look at the subject. 

Of course, it is not the first book on the 
subject. A limited number of studies have 
been published in the past, particularly on 
caste associations in South India and (by 
Marc Gallantar) on the changing legal 
framework. It stands the author in good 
stead that he has absorbed the secondary 
sources comprehensively. He has further¬ 
more delved into archival material and has 
recovered, from government sources and 
from the files of caste associations, in¬ 
teresting material which should go a long 
■way in helping us to inquire into the real 
motivations behind po.sitive discrimination 
policies. 

The wide canvas—government and the 
various backward castes m a mega-state over 
a span of half a century—has prevented the 
author from making a systematic .search and 
utilisation of the archival materials of the 
various ca.ste associations. This shortcoming, 
however, docs not diminish the importance 
of this contribution. 

Caste associations, it is admitted, have 
never played the important role in Bengal 
which they played in South India and 

I Maharashtra. In the latter case there was a 
joint connecting the aspirations of the 
backward caste elite with the spirit of pro¬ 



test against social humiliation and material 
deprivation of the community. The associa¬ 
tions, far from being vehicles of progress and 
democratic politics, as the Rudolphs have 
suggested, in fact were vehicles of material 
rewards through council policies and peti¬ 
tions. The more these concessions were 
forthcoming under the benign state patro¬ 
nage, the less necessary it became for the 
leaders to continue their mobilisation of the 
caste community. 

In Bengal, the process of patronage 
started in fact before the process of mobilisa¬ 
tion and framing of caste identities could 
proceed beyond its embryonic stage The in¬ 
tentions of the colonial administration to 
create a loyal leadership with a castc-ba.sed 
mass appeal thus clearly misfired. 

The author has marshalled solid evidence 
to conclude that the administration from the 
mid-nineteenth century on increasingly 
realised the divisive potentiality of caste and 
religion, and engaged administrators like 
Hunter and Ri.slcy to do an ethnological 
mapping ot the presidency as a resource base 
for effective social control. During the first 
decades of the twentieth century, the caste 
dichotomy was successfully turned into a 
political dichotomy, “the civilian ethno¬ 
graphic perception of a system of ritualised 
ethnic divi.sion of an antagonistic character 
thus became a reality—largely as a result of 
British appointment policies, constitutional 
and electoral ai rangemcnt.s, political and ad¬ 
ministrative innovations” (p 53). 

Considerations of expediency prompted 
the government to take these measures, but 
the fact that it took till the middle of the 
193()s for these policies to beedme firmly 
established (without actually really threaten¬ 
ing the hold of the Rarhi Brahmins) indi¬ 
cates that the divisive scheme was not para¬ 
mount in colonial policy. Considering the 
denouement of the various policy initiatives, 
one is left with the view that the caste-isation 
of politics was at least as much due to the 
stubborn refusal by the highest caste 
'bhadralok' to allow any infringement on 
their exalted position in the social and 
political structure 

For example, when in 1932 two members 
of the Central Lcgi.slative Assembly intio- 
duced the Untouchability Abolition Bill, the 
government of Bengal, after hearing its 
Hindu members, advised refusal of consent 
to the introduction of the bill, and actually 
hushing up of any discussion on the civil 
rights of the deprc.ssed classes. At least one 


civil servant suggested to the government 
that it would be politically preferable not to 
follow the high caste Hindu members and 
to have a public discussion since this would 
split Hindu society into warring groups. iThe 
fact is that the government did not follow 
this advise, until much later when it became 
politically expedient. 

Bandyopadhyay is hence, in our opinion, 
imprudent in his indictment of the British 
colonial administration. There is some 
tendency to overstate the reach of govern¬ 
ment policies (e g. pp 80/81: “offering all 
conceivable facilities to the members of the 
Scheduled Castes”; and p 82; “the govern¬ 
ment system of patronage distribution 
became dependent on caste-identity”) and 
a tendency to understate the citadel mentali¬ 
ty ot the upper caste Hindus in not grant¬ 
ing any of the privileges to the members of 
the other Indian nation. 

In the introduction and conclusion, and 
at a few places in the main text, the author, 
it is fair to add, balances his approach. He 
observes that the continued exclusion of the 
Namasudias, Mahishyas, Tilis, Sahas and 
Rajbansis from the socio-economic privi¬ 
leges and the newly-aroused spirit of self- 
respect filled them with a sense of aliena¬ 
tion from the better privileged highe- castes 
and from their political agitations. 

His overall conclusion, hence, reads as 
follows (p 203, emphasis added); “The col¬ 
onial policy ol protective discrimination only 
contributed further to this development... 
The colonial regime appeared in their con¬ 
sciousness to be their most trusted friend- 
nay their 'liberator'. Such a different percep¬ 
tion of history, in which the colonial rule ap¬ 
peared to be more egalitarian than the tradi¬ 
tional regimes of the Hindu and Muslim 
rulers, stood in sharp contrast to the prac¬ 
tice of glorifying the pre-colonial past by the 
nationalists!' 

Protective discrimination, when it Finally 
materialised foi a small section of the 
depressed clas.ses, then called forth the 
denunciation and condemnation by upper 
caste Hindus, some of them no doubt well 
meaning. They argued that the alien govern¬ 
ment, for ulterior motives, was politicising 
caste and was reinforcing it as a cleavage fac¬ 
tor in society. A perfect example of a self- 
iulfilling prophecy: the cleavage was brought 
about as much, if not much mme, by the un¬ 
willingness of the upper caste leaders, many 
oi them in the nationalist movement, to con¬ 
cede some (symbolic) concessions. 

The parallel with the recent Mandal agita¬ 
tion is all loo obvious. 

Bandyopadhyay acknowledges the phiUui- 
thropic urge of the government, but gives it 
relatively less weightage, probably because 
he overestimates the degree of upward caste 
mobility in Bengal and underestimates the 
extent of real cleavage, exploitation and caste 
oppression. The social and economic struc- 
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ture underncatli u h«rdly touched for the 
wnpie reason that the archival sources did 
not piovide material on this aspect The 
abundant archival material on other aspects, 
however, makes up more than adequately for 
this void 

Upward mobility was definitely on the 
cards, and the chapter on Caste and Social 
Mobility gives a good deal of information, 
but It was a mobility restricted to the upper¬ 
most families within the extensive caste the 
maharajahs, /amindars, big jotedars and 
wealthy traders The gap between these elite 
folks and the caste base was probably so vast 
that an integrated movement was hardly 
possible, the moic so since the caste associa 
tions in Bengal hardly ever were a protest 
movement 

‘Depressed C lass' politics, right irom the 
start, was aimed at the promotion of the 
agricultural and business pursuits of the 


UNIDO has over the past 10 vtars or so 
published 5S tounlrv and regional reviews 
covering more than 85 developing countries 
as non salts (or trc*e distribution) publica 
tions Ihtsi reviews hast presented an 
analysis of the LOuntr> s industrial develop 
mem, both as a seiviee to those within 
UNIIX) and other international agencies 
coneerned with industrial poliey, plau'iing 
project development and implementation 
and as a aady source of information lot 
governments, finaneial and industrial enter 
prises, research institutions and other agen 
cies connected with aid Having gained ex 
perience and strengthened its data base and 
information flow UNIDO has now launch 
ed a new review series of sales publications 
for a wide range of international reads'ship 
associated with industry finance, trade, 
business, research and governments India 
IS the first country covered in this series 
fourteen other developing countries are to 
be featured in forthcoming reviews 

The data contained in the review are 
analysed and interpreted by this reviewer as 
follows Growth of India’s GDP (annual 
average 4 pci cent to S per cent) and of its 
MVA (annual average 7 per cent to 8 per 
cent) during the eighties, have been insuffi 
cient to reverse the structural retrogression 
of the preceding decade and a half The 
share of industry (manufacturing, construc¬ 
tion, electricity, gas and watei supply) in 
GDP was 2067 per cent in 1970-71 and 2191 
permit in 1985-86(at 1970-7! prices) While 
between 1970 and 1980, gross domestic 
capital formation (GDCI) and gross 
domestic savings (GDS) as percentage of 


wdl-off sections, with som« foB-out m terms 
of charity and endowments for educational 
uplift They could hardly ever lose‘Their ear 
ly Protestant character” under the impact of 
government patronage for, unlike in southern 
India, they were loyalist movements to start 
with and to end with They were hence never 
in a position to attract a mass following and 
carve out vertical support structures along 
caste lines Ultimately, the poor rural 
population went along under the banner of 
the Krishak Ptaja Party of Fazlul Huq in the 
eastern territories and the Kisan Sabha in 
the western territories 
Only a more detailed study, along the lines 
of Robert Hardgrave's study of the Nadars 
in Tamil Nadu would explain the peculiai 
dynamics ol politics m Bengal, sidelining the 
caste associations in the decades to follow 
Sekhar Bandyopadhyay, with an excellent 
study, has brought us up io this stage 


CiDP at current iiiarKct prices increased bv 
6 per cent these tatios have icmained stag 
nant over till ciehties GIXI (22 8 per cent 
in 1980 81 and 22 5 per cent in 1987 88), 
(iDS (21 2 pet cint in 1980 81 and 20 2 pet 
cent in 1987 88) As regards the composi 
tion of maiiulacturing value added (MVA) 
structural chmges have been slow or static 
or even retrogiissivt Between 1977 and 
1986 the share ol food products in MVA 
licreased liom 8 1 per cent to 7 9 per cent 
of textiles Irom 20 I per cent to 15 6 per cent 
of iron and slid Irom 7 4 per cent to 6 2 per 
cent of wealing apparel from 7 0 per cent 
to 5 8 per cent <rf lootweai from 1 4 per cent 
to 1 0 pet ciitt and of transport equipment 
from 5 9 per iint to 5 6 per cent T he snares 
ol leather pioducts (0 3 i>cr cent) furniture 
(0 3 per cent to 0 4 per cent) rubber products 
(1 2 per cent) non lerrous metal (0 7 pet cent 
to 0 8 per cent) tabricated metal products 
(2 5 per rent) and professional and scien 
tific equipment (04 pet cent) remained more 
or less the sami Increases weie mainly m 
industrial chemicals (from 4 5 per cent to 6 1 
per cent) and electrical machinery (from 5 0 
per cent to 8 6 per cent) Furthermore, the 
share ol value added in gross output dccrcas 
cd from 23 2 per cent in 1975 lo 18 6 per cent 
in 1986 which is indicative of impoii cost 
escalation and of ncreased ‘kit culture' or 
assembling Irom imported components Ol 
28 ISK categories of manufacturing 
8 showed negative growth of value added per 
employee dui ng 1975 85 Notable 
exceptions as in the case of increase in 
shares ol sub vectors in MVA—were in 
dustrial chemicals and electrical machinery, 
where there was a 5 5 per tent increase in 


labour productivity, reflecting incidence ol 
technical progress 

Sick Man of Asia' 

India's relative position vrr-a-ves com¬ 
parable developing countries has deterio¬ 
rated over the seventies and eighties The 
daia from the review presented in the accom¬ 
panying table are pertinent in thrs 
connection 

While the comparisons with China and 
the NlCs are useful, South-ea.t Asia 
(Indonesia, Malaysia, Phibppines, Thailand) 
appears to have overtaken the NlCs, China 
and India, over the last two or three years, 
in the rate of growth of exports and of real 
CiDP per head India’s inability to achieve 
a breakthrough has earned it the notoriety 
of being described as “the sick man of tlw 
region” (The Ltonomist, May 5, 1990) 

The beginning of the decade of the 1990s 
dues not seem to augur well for Indian 
economic development International 
economic and political developments have 
marginalised the significance of India and 
China In international business and in¬ 
dustrial fora inter trading and inter- 
investmcnl amongst United Europe of 1992 
(to be untied further with Eastern Eurojtewi 
countries by 2000) the North American bloc 
(USA and Canada and Mexico,, linked to 
other I atin American countries, and the 
Asia Pacific rim (Japan, the Dragons— 
Taiwan Hong Kong, South Korea and 
Singapore—and South-east Asia—Indoneslg, 
Thailand, Malaysia and the Philippines), are 
alone increasingly analysed, discussed and 
built up China and India have been added 
to the laggards oi Sub Saharan Africa. 

C hina of course, will always be a natural 
market and investment outlet for Japan 
Sub Saharan Aft tea could hopefully, 
cinulaii at least India in agricultural 
development This leaves India to muddle 
through as best as it can, hopefully using the 
potential ol SAARC On the other hand, 
this benign neglect may be a welcome 
divclopmeni and lead to introspection and 
mtcinal rcstructunng 

Pi Kc t n ION Worn I) Bank vs UNIDO 

I he World Bank group and the United' 
Nations agencies ate perhaps an exception 
in this milieu of emerging neglect of the 
Indian sub continent The World Banki 
published last yeai its report on ‘Receitt 
Developments and Medium Tbrm Issues m 
India 

The perceptions of UNIDO and the Wforldi 
Bank as to the causes and consequences of 
recent industrial growth are basically similar 
While the UNIDO study goes more into 
branches withm the inudstry sector, the' 
World Bank study relates the industry sector 
to the other economic and social sectors The' 
broad conclusions of the two studies are 
summarised below 

World Bank 

In manufacture, a growing awareness ha* 
developed that the performance of manufac^ 


Indian Industry: Stagnation or Growth? 

S INanjundan 

India* Ness I)inienvvion«« of Industrial Orusvth, Industrial Development 
Review Senes, United Nations Industrial Development Organisation 
(UNIDO), published by Basil Blackwell, Oxford 1990, pp xxni -l- 253, $79 95 
(North America),! 20 (developing countiies), £ 50 (other countries) 
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tliring between the 60$ end the end of the 70s 
did not generate the growth, employment and 
foreign exchange that the economy required 

The growth was slow and the. combined pro 
ductivily of capital and labour also rose slow 
ly The technnlogv used often was outmoded 
and the goods produced otteii did not match 
world market standards of quality and price 
India's share ol 1 LX (less dcseloprd countries) 
nanufactuied exports once among the highest, 
LeH substantially 

The causes of ihis less than hoped lor per 
formance are generally recognised to lie in lack 
of internal competition import compeiiiion 
and export nvalry The licensing system rein 
forced by controls on large lirms (MRl I*) ind 
preferences tor small scale indusirv and public 
enlerpnses, (ended to maintain a seller s maiket 
and reduced incentives (or cost cutting and 
quality control 

The complicated and case by case nature of 
licensmg and import controls discited cn 
Irepitfleunal talent from cost cutting innoc i 
Lion and quality improvement to dealing with 
the government Though many ol these pro 
btons persist, they have been reduced by icccni 
policy changes 

Over the longer term attaining at le im i ^ 
per cent per annum growth rale will depend on 
coniinu^ improvements in productims 

The investment rate will need to be m.iiniaiii 
ed or even increased from the cuncni high level 
inordertofurthei ‘drought proof agnciiltuic 
modernise the capital stock and provide ihc 
necessary mtrastructuic Tolmanci thisinvcM 
tnent, India can largely rely on iis own high s iv 
mgs rate 

Although India s leccni ptrlorm.iiKc 
deserves some congratulation there is liitic 
room tor complacency Industry has done well 
but agricultural performance will need to 
improve 

With reasonable incentives Indiiii cxpoils 
could expand rapidly even in a slowlv crowing 
world market, because at the niomeni Indi t v 
exports are too small to have much citcii m 
the market 

UNIDO 

The 1980s have witnessed a new cri ol in 
diutnal growth A quantum leap in nidusiri il 
autput has been accompanied by a new acctni 
an modern technology Although limned struc 
uml change has taken place within inanulac 
unng, the base of Indian industry has widen 
■dconsiderably with the public sectoi playing 
he pivotal role in (he production ol coal siee I 
nachine building, ship building non ferrous 
netals, fertilisers, and electronic items apart 
rom power generation The private sector lor 
ts pan has revealed its potential for massive 
nveument in response to periodic activation 
)f capital market large investments in the 
(Utomobile, petrochemicals food processing 
ngmeermg and other industries with foreign 
HUTiapation and an inflow of funds trom non 
esident Indians have continuously accleiaied 
he pace of expansion 

The bright picture ol Indian industry, 
lowevei, IS not without its blemishes The 
lumber ol large, medium scale and small enter 
irises that were siek increased from 93 282 in 
|)ecemhef 1984 to 159 282 in June 1987 
Btonagement deficiencies inaccurate market 
■■^casting, inefficient use of working capital. 


labour unrest and cost escalation are ciled as is the rapidly rising import WU of fordgn nnm 

key factors affecting industrial performance playing a catalytic role in the development of 

A fall in the share of value added in gross new industries, modernisation has become 

output from 23 2 per cent in 1975 to 18 6 per highly capital and import intensive 

cent in 1986 is indicative of input cost escala The response of the Indian industry to the 
lion m industrial production, adversely alfec impetus stemming from the libemlisation policy 

ting the price compeiiiiveness of products Im has changed the charactei ot manufacturing 
poned inputs are becoming increasingly expen activities However, there has been over- 
sive in the wake of the decrease in value ol the crowding in vevnral areas and some industries 

Indian rupK against kev currencies In general, are unable to function profitably The bieak 

there has been a tall in the non wage share of even points ot some new projects have gone up 

value added reflecting an increase in wages beiauseol heavy initial outlays In any event, 

with no proportionate improvement in ihe broad base of the industrial economy can 

productivity be utilised to greater advantage with proper 

T he new policy ot the government attempts empahsis on cost effective methods, energy 

to tower the level of protection, with a view to saving devices and constant upgrading of 

promoting a competitive environmeni that technology 

should reduce industrial concentration and A tasiei pace of industrial expan'ion is 

discourage unfair trade practices Infant firms wnhin the lejlm of possibility given a major 

art expelled to become competitive in tht policy initiative to improve enterprise efficiency 

domestic and international markets livtls Attention should he paid to redeploy 

With the share of manulactured exports in mctit of labour and capital from enterprise* 

total exports increasing from 50 3 per cent in that are not financially siabli to work in the 

1970 71 to 63 6 percent m 1987 88, India SIX long run lor suili a strategy it would be 

port profile has undergone significant changes essential to supplement wage and produsiivity 

t sports of textiles, garments, gems ind agreements with exicnsisc retraining facilities 

jewellery handicrafts Itathei goods engineer iii order to allow easy niovtmcni ot the 

mg marinr and chemical products have risen workloicc from sick cnterpiises to more pro 

spectacularly m the t98(K The fact that Indian mising ones 

firms arc capable ol supplying complete plants I he present liberalisation mitiatises are 
foi nianulaeturing sugar and cement, a signi jusiilied m aims of cvposmg liims to a com 
licaiit proportion of ma hinery for laige plants pciitise cmironment where ctiiciem firms 

m pulp and paper boiler* lor industrial use and ihriic Bui indusiriaj loncentraiion should be 

power generation and the technology needed icduccd lo help improve the disittbution of 

foi chemical industries demonstrates the i mploymint and income While the isi nsive 

counirv s notable achievements m the dcsclop sub contiacting and ancilldrisatiun piogiammcs 

mtm of heavy industries liavi been helpful m tosaimg medium and 

Apart Iromthc fact that the strong domestic smilltiidu incs ihceiiierpriscs comcined have 

market pull lends to improve the relative pro not y.rowii to the staiiiie whieh ihiv should have 

Inability of internal sales as eompired to iitained because ot eomiiiumg depcneltnie on 

exports a host of othei constraints such as suppori from larger turns md failurts cm the 

high cost ot production low productivity pan ot the inanagenumsot medium and small 

substandard qualitv, ineifieicni maikeinig piodiKcis to tike idsanlage ot (he emerging 

initiatives etc, inhibit the expoit drive Them opportumtiis m a deselopmj phase li is thus 

(tow of foreign assistance is yet to produce a dcsinble that the incillansaiion |Kihey slioiild 

nnrtble balance between imports used and be reoriented w nh a view to increase its impact 

exports achieved A major cause tor concern on the upgrading of technological and 


Tablf Inter-Coontry Commrison ot Sn tc ted Indic ators 


Indicator 

Unit 

Brazil 

China 

India 

South 

korca 

Mexico 

Population growth (1980 87) 

Per cent 

22 

1 2 

21 

1 4 

22 

GPD (1987) 

Annual growth rate ol liPD 

$ billions 

299 2 

293 4 

220 8 

121 3 

141 9 

(1980 198/) 

Pet cent 

3 3 

10 4 

46 

86 

O' 

GNP pet capital (1987) 

Annual growth rate of ONP 

$ 

2 020 

290 

300 

2 690 

1 830 

per capita (1965 87) 

Pei cent 

41 

52 

I 8 

64 

25 

Agriculture (1987) 

Per cent 
ol GDP 

11 

31 

30 

II 

9 

Manutacturing (1987) 

Per cent 
of GDP 

28 

34 

20 

«) 

25 

Services (1987) 

Cross domestic investment 

Per cent 
of GDP 

51 

20 

40 

46 

57 

(1987) 

Per cent 
ol GDP 

20 

38 

24 

29 

15 

MVA (1986) 

S billions 

69 4 

915 

38 3 

294 

320 

MVA per capita (1986) 

S 

420 

90 

46 

590 

544 

Manufacturing expoits (1986) 
Manufactunng earnings 

S billion 

907 

200 

72 

319 

49 

(wages and salaries) 

Per cent 
of MVA 

20 


48 

27 

26 
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muagtrial abOiiy of itntll* ami mcdiunn-ftale 
enterprises. 

The weak correlation between output and 
employment reflects the increasins capiul- 
intensity of production, implying that improv¬ 
ing productive employment opportunities re¬ 
quire further upgrading. Apart from a revam¬ 
ping of the national educational system and 
tiaining facilities, the evolution of a set of 
monitoring and performance criteria should 
contribute significantly towards an enhance¬ 
ment of skills. 

It is contended that the incentive system for 
small-scale industries has performed in¬ 
adequately and would gain from restructuring 
The Indian government is conscious of the vital 
role this segment of Indian industry could play 
in generating employment, ensuring industrial 
dispersal and eradicating poverty. The develop- 
ment of achievement-oriemed criteria requires 
an identification of the product groups and 
locations in which the small-scale industries 
could function most efficiently. 

Since the emphasis will be on improving 
general standards of living and eradication of 
poverty, the industries producing essential 
goods will have to grow significantly 1 here may 
be a boom in the industries producing essen¬ 
tial goods such as sugar, textiles, processed 
foods, home appliances, footwear and various 
other Items in daily use. There is a need to 
double or treble the capacity of these industries 
tn the next decade 

The petrochemical, heavy chemical, auto¬ 
mobile, cement, textile, electronics, food pro 
cessing, leather and engineering industnes are 
expected to grow rapidly in the private sector 
In the heavy chemical, automobile and textile 
industries suipius capaiily could be utilised to 
step up production 

The magnitude of the task facing the private 
sector in the I ighth Plan will be evident from 
the tact that the outlay on projects in various 
industries is expected to be higher by at least 
70 per cent Nearly 50 per cent of this can be 
met trom inieinally generated resources m 
eluding provisions in respect ol depreciation 
charges, and the balance ol 50 per cent or 
Rs 125 biUinti ol the annual outlay will have 
to be financed trom external sources 

A larger inflow ol foreign investment could 
supply the requisite technology and improve the 
quality ot vaiious prodcuis 

In considering the prevcriplions ot 
UNIDO or the World Bank for rejuvenating 
industrialisation in India, the spectitc nature 
of the malaise in India should be fully taken 
into account. Liberalisation, toreign invest¬ 
ment and more competition may not do the 
trick in India, in the absence o( measures 
to generate domestic demand It has been 
shown in the review (Table II6, p 28) that 
domestic demand accounted for 96 4 per 
cent of growth in manufacturing output 
during l%3-8l. Export-led indusiiial growth 
is not a feasible strategy for India. Besides 
agricultural and rural development, 
measures to improve the distribution of in¬ 
comes are necessary to push demand. India’s 
industrialisation has b^ characterised not 
only by the lack of export culture, but also 
by an orientation towards short-term pro- 
flts, ‘kit-culture’ and *make-do’ culture, and 


ail abMnce of the ‘ze( 0 - 4 e^' enlnire and 
of the urge for technical perfection and 
quality consaousness. Agricuhuial and rural 
development, management training, 
business ethics orientation, technology and 
research development, etc, may be more im¬ 
portant than direct foreign investment and 
export promotion The National Front 
government’s initial enthusiasm for poveny- 
oriented and rural-oriented development 
makes more sense than it is generally given 
credit for, 

SOMt COMMENTS 

A review ot the kind prepared by UNIDO 
with multiple objectives and differing 
readership is bound to have limitations, 
especially when it relates to one of the most 
closed economies in the non-communist 
world, highly and bureaucratically control¬ 
led to the greatest detail in most aspects of 
industrial development Firstly, the control¬ 
led nature of the economy renders (he data 
and information on policies, plans and 
targets out ot date soon after publication, 
no matter how much care had been taken 
by th* authors Much has happened since 
January 1990 and policies, plans and targets 
are as yet cmeiging and frequently chang¬ 
ing This aflects the useful investment infor¬ 
mation given in the Annex, foi example, on 
taxation and fiscal incentives, licensing re¬ 
quirements, and even contact points fot in¬ 
vestors (sinct some Indian Investment 
Centres ahioad have recently been closed 
down) It also affects chapter VI: 'Contours 
of the Eighth Plan and Sectoral Piospecis’ 
Secondly, arising fiom the highly coniioi 
led nature ol the economy, the role of black 
money, and the parallel economy generated 
by It, has been growing, some estimates ol 
It amounting to even 50 per cent of CiDP 
This fact distorts the meaning and signi¬ 
ficance of official data which lefaie to the 
organised secioi In the case of industry, 
there is a further complication arising from 
the role ol tht intormal sector lor which no 
tellable data is available 

Despite these limitations the review is 
fairlv objective and takes account, wherevci 
possible, of data on small-scale indusiiv, c g. 
cloth production p 54, growth ot small scale 
industry p 34 It is unlorlunate, however, that 


« numbar of priutiitg and Other erron have 
ctept in; e g, exchange-rate of 12.61 in June 
1989 (xiii); population growth 2.1 per cent 
in Basic Indicators III and 1.8 per cent in 
Buie Indicators 1; value of industrial out¬ 
put of Rs S.34 billion, instead of Rs 534 
billion in Basic Indicators 11; first line of 
Ikble II.3, p 21, figures for total manufac¬ 
turing have shifted to left. 

The analysis in the text of the review has 
not been related to the technical co¬ 
operation projects of UNIDO. The latter are 
listed in Annex XIII. In the case of steel the 
pioneering role of UNIDO in initiating the 
production of sponge iron is mentioned 
(p 61). There is no mention, however, of the 
effect of the UNIDO project for enhancing 
productivity in the cement industry on this 
subsector (p 101). The discussion on the 
ancillary base of the automobile industry 
(p 73) could have been related to its declin¬ 
ing role in engineering exports (p 80). 

In this reviewer’s opinion, the country 
focus of UNIDO and the need to prepare 
such country reviews is a moot question, 
deserving serious consideration. While the 
World Bank/IMF and the United Nations 
Development Programme (UNDP) have 
necessarily to have a country focus (since 
they deal with all sectors and prov'ide or 
earmark resources on a countiy basis), 
UNIDO being a sectoral organisation should 
be concerned with the sector and its bran¬ 
ches and subsectors, and develop expertise 
on policies, technology, processes, structural 
and productivity questions, efficiency 
criteria and methods and industrial manage¬ 
ment Inter-country and branch studies on 
these aspects rather than country studies 
pene would appear to be more useful 
Without detracting from the usefulness of 
the study under review it is the view of (his 
reviewer that UNIDO’s limited resources 
could be mote optimally utilised through 
intcr-country sector and sub-sector studies, 
including policy and evaluation studies 
related thereto, rather than by carrying out 
country studies per %e. It goes without say¬ 
ing, however, that some studies of country 
industrial development potential may well 
be undertaken at the request of governments 
as paft of the technical co-operation 
programme 
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SPiCIAL'AimCLES 


Money and Monetary Policy in LDCs 

in the 1990s 


wurea Coats 
Deena Khatkhate 

In this article an attempt is made to expand on and update the authors'earlier review of key issues concerning 
monk's role in economic development by treating more extensively topics touched on in the original article that, 
with the benefit of hindsight, deserved much fuller discussion and by adding several topics that intervening 
developments and experience have brought to the fore. In the former category, this paper discus^' 
fa} the irtformation gathering and processing, and risk assessment and management aspects of the fiiuumal system; 
fb} the insights of public choice theory into the dfficulties of actually obtaining v/effare enhanang policies from 
highly centralised economic systems and the related problems of rent-seeking behaviour assoaated with several 
types of government intervention in economic activities; and 

fc) the implications of openness and capital mobility for monetary and interest rate policies 
In the category of new issues, this paper discusses: 

(a) increased interest in ‘bttffer stock' models of the demand for money, 
fb} the renewed debate over the most appropriate monetary anchor, and 
fc} the problems associated with the liberalisation of repressed financial systems 


TWriVL years ago the kcv issues conttr 
ning money's role m eionomic developmint 
were summarised in an inirodm toiy thapier 
to a collection of articles on that topic' 
The central theme was that a country s 
monetary policy and its monetary system aa 
very important to the pace and nature ot its 
economic development At that time there 
was a newly developing consensus that 
inflation is primarily a monetary pheno 
menon, and that inflation and macro 
economic instability are generally harmful 
to growth Of particular relevance tor IIX s 
It was argued, is the role played bv money 
(and the financial system) in allocating sa 
mg to Its most productive uses It argued that 
low or negative real rales of interest and 
directed credit policies both interfered with 
the functioning of the financial system and 
thus with the efficient allocation of saving 
These views have now become the conven 
tionai wisdom of the 1990s Howevei the 
focus of the debate has changed in several 
respects over the intervening decade in 
response to new objectives, institutional and 
political developments, new analytical in 
sights and further experiences across coun 
tries at different stages of development 
In this article, an attempt is made to ex 
pand on and update the earlier review by 
treating more extensively topics touched on 
in the onginAl article that, with the benefit 
of hindsight, deserved much fuller discus 
Sion and by adding several topics that inter 
vening developments and experience have 
brought to the fore. In the former category, 
this paper discusses 

(a) the information gathering and process 
mg, and risk assessment and manage 
ment aspects of the financial system 

k ' (b) the insights of public choice theory into 
the difficulties of actually obtaining 


wtifa'c enhancing policies from highly 
centralised economic systems and tht 
related problem of rent seeking btha 
viour asstKtated with several types of 
government intervention into economic 
activities and 

(c) the implications of openness and capital 
mobility for monetary and interest rate 
policies 

In the category of new is.,ues, thispaper 
discusses 

(a) increased interest in ‘buffer stock models 
of the demand for money, 

(b) the renewed debate over the most appro 

'late monetary anchor, and 

(c) the problems associated with the liberali 
sation of repressed financial systems 

I 

Roll* of F inancial Sector 

The earlier review stressed the importance 
of macroeconomic stability because it was 
needed lor money to perform its vital role 
as a unit of account and a means of pay 
ment It also stressed the importance of 
positive real rates of interest on financial 
assets (e g, deposits) because they encourag 
ed a larger share of saving to flow to invest 
ments via the financial svstem Macro 
economic stability and positive real rates of 
interest contribute to the finanaal system’s 
abihty to allocate saving to the most produc 
live investments at the lowest possible cost, 
thereby raising the level of income and its 
rate of growth associated with a given rate 
of saving The efficiency of investment 
generally has been mote important for a 
country's economic growth thw has been its 
rate of saving (or investment) However, 
macroeconomic stability and positive real 


rates of interest probably raise the rate of 
saving as well 

The above explanation of the financial 
system’s contribution to growth, though cor- 
lect, now seems to be overly simplified and 
unlikely to convey the full extent of tht 
financial sectors role The extent of 
economic specialisation the foundation of 
economic development, is limited both by 
the (information and transaction) costs of 
trading and by the limited availability ol 
investment financing An effiaent financial 
system reduces the information and transac¬ 
tion costs of trading and extends the availa¬ 
bility of finance and lowers its cost Market 
allocation of resouaes, including savings, 
has almost always been more efficient than 
government allocation This reflects more 
than the differences in incentives fKini 
decision-makers in pnvate enterpnses and 
government bureaucracies discussed m the 
next section It also reflects the inabihty of 
centralised decision making to effectively 
utilise the complex mass of information on 
individual preferences and capabilities that 
can only be known in small part by any in¬ 
dividual The decentralised dmsion-makmg 
of market economies has evolved so as to 
better capture and utilise speh information 
[Hayek (1945) and (1988)7 

More indirect, impersonal, and comples 
economic arrangements and relationshipf 
are more nsky, however An agreement to 
repay in the future is mote difficult to en¬ 
force than is an agreement to eNchange asseti 
now The expertise and the oontnctualfornu 
and arrangements that develop m the finan¬ 
cial sector (e g, the nature of qieafk finan- 
ciai instruments) are meant to lednee ooni 
and to evaluate, allocate; monitor and 
mimmise nsk ^ In addition to previdiiig an 
efficient pneing and payments mechanism, 
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one of the mott importanl <ontnbution\ 
banks ttiake to economic growth is to 
develop expertise m a'sessinv credtiworihi 
ness By collectinp and arialy'ing the infot 
malion needed lo determmi the most pro 
ritable loans ineliidint! the piospciU foi 
repayment, and by monitoring the ai.tivuies 
oi borroweis, ImanLial miermediaries in 
ireasc tin clfieieiuv of iLSOuri.e use In ad 
dition auess to a s iiietv of tinanuat in 
sttiinunts I liable uononiie agents lo pcHil 
piiec and isehao^e iisk 

When bank ncdil is allocated at below 
inaikel ileiiim intiiisl rates, the tlloiUivr 
and risk manual meni expeitise of banks arc 
replaecd by politic il and hureaueraiie 
meehanisiiis Ovci nme lhi development of 
project and nsk issi sii'inl exptilist and 
miehanisms h kndiiij institutions an 
diseouiagid thi Ink oi wlinli liii he a 
serious probkrn toi tinaiuiallv riprisstd 
iioiKimiis attiniiiiini lolihiiahst liiaddi 
lion to lovseimt thv pioduelisitv ot mvisi 
mtnl Ihesi p ilnics li ivi gineralls wi ikined 
the tmaniial viabihtv ot thi atUetid linaii 
eial mslilutn tis lo till iMiii tlut a siaggii 
inglv III I II inih 1 (it iIkiii iu now insol 
vent lln i in oi (in us i llid i iiijii 
amtiiiiii ol V oil III w isK 

il 

la‘'s<>iis of Fiihlii ( ItoK I fliiois 

I III III In II iiWl (Il mill iiiterist ulis 
and aso(.i((d diicsiid (.ivdit p(ili..i( 
Ji lussid 1 ltd i (ili(.r iiM w and (Oiiinioti 
inmiiiv lln iiilnf r wuh itu iimn lal 
iitoi u I'l 1 ) *11 > Ik s I 111 lo Its iiuist 
piodlkllvl. U V I) MV III VV IV III lUVIlSl 

eOlisKi iiii i 1 1 ih( mil siikinj ojiioriu 
mtie e (. Ill 11' Ik [O n liiiwevii w i 
oiilv II iiivd ii in III ii KA Fkiiii(id ( iidii 
poluiis lilt )<lu iioi) in IIkii illoialion 
miihiiiisiii III 11 ( 11 ml tiiili lot pir 
son il 1 nil til II vi > 111 I II iiiiitiiiii i( till 
IKIll VI ( il ' I < III ll llll 1 (It IVKIIll tinds 
lot diKiiiipulin I nil V II lliiltbijiii 
iisoiii IS i jiiml'd nil III II ivi bun nioii 
pinduiiivi Ii otliii ll IS liii i\i (ll e m 
soiiiL ui I ol lint iikiiie an 1 tlie lor up 
non It oiriitiiiKs iiiioiii ijcs might (.omit 
bull to till toll aliiMiot on u|iiioii in otiiii 
aicas nid o i im i iM (Inn m pul 'u iiiisi 
m goviinti ll 

Rtni stikiii I I'l nil mill ils iiiai 
lonstni (till I ti itbiii and outsnii ol 
goiitniiiii i nil ' ihiii liniiiti(Il >11 llii 
mtirists ol this bm tuiiinsol tin pi siiii 
airangutiiius an oliiII moil linii loin t I 
and intcnsi ll miiii if tin giiurd pnblii 
that would biiii'it lum iituim Ibis ti i 
lan makt il i ai'i ption and ikihiiiok ol 
reform itiltiiult It ti juiits that i lo itn 
inent bi v ilhm iii I ibh to nloriii it id 
rill most imii a it d di nn ttn isniipb ol 
the ditlnnliiis I s t| nfiinii in lutunil 
mprogrissinihiSoviii Union in 11 a fun 
luiopt Soviit (Ml Ilk lit (loibiibtv III 
diinoiisttatiJ 1 1 /iiij. kill at iliviloj in 
emouragins nid iluii miiiat.iiig intiinal 
political lOmpditnii bitwiin idiologiial 


ttnd interest groups as the engine to force 
reform of the Soviet system 

I he rctnii ment and clanfication of eeo 
iioniie iheoiv and especially the aeeumula 
tion ol cvulcnee Irom years of experience 
with various policy approaches, have been 
essential and otten decisive factors behind 
politnal suppoii tor economic relorm They 
piosiili till niideistanding oi the eonse 
qiienei olnolitti Irom which a consensus 
can he loiiutd on what is m the general 
publiL mil II Such lonsensus can then bt 
used lo iijipost the often bettei placed 
special mil lists that are protecting the v/oruv 
quo I he ri intly expiessed desiies of the 
majoiiiv if the nii/ms ot lenirallv planned 
cionomiis to lonvirt ihiit economies to 
mat kel b i i I ii ms has a gnat deaf to do 
with Ihi tailun ol (In eenitallv planned 
tiononii s to dill I what was esputid of 
thiin lilt ( ll I lung pirtod ol timi ind 
the iiirrii I imilK tnal lOiismsus on the 
snpiiiiint ol riiirkii over iiniially plum 
id sysitins One ol the mans dangcis ol par 
tial lefotm is that the rimainme rent siikmg 
oppoiluiiii s lo'itiiiui to suppoil and iti 
iDuragi the pmal mtiristt (hat biiiitil 
liinii (Ikiii > huh thin tend ti resist or ivin 
lev Pi SI I nil ll II lorm 

III 

iiK n .ii« (11 < oiioiiut and 1 uiaiieial 
liiit ^ratiiHi 

S ll I ih( iitilliitull and poliiu ll 

10 ll s ill ins III ibovi growing iioiiotiiii 
and iiiiaiiiii' inlieialion has biin an m 

ll tsinglv inipoitani I >iii behind eeoiioniK 
and tiiiiiiiii li liberalisation over the last lew 
diiiiis It tuuiloeieal advances III infill ma 
lion priHissiiu and dissciniiiation (lorii 
piilei'' tnd tiliconimunieatioiisj iniriasid 
Iriiilon VI idi and Imariiial libei ilisa 
lion III llll iiliisiiial ouniriu liavt made 
poll IIS I I I Ml autarky viituallv impo si 
bli I tloiis I 11 nntam and tintitv the in 
sDlaiion iiiti I illoenfoici non umipitilivi 
pi Ills I ll I bilow maiku intetest laiis 

11 tvi biionii II iiiasmglv haid to imjilimint 
and to jnslilv 

[hi iniiiisiil woiidwidi intigialioii ol 
iiiaikiis III ll ij loviil ll souiit allocation 
anil iiimo III lliiitniv but as indiijiicl 
above ll Hill id (hi poliiv opii ins 
av iilal I I iiiibui Ins in both dmlopid 
aiiddiviDi It oiiitnis I hi aenitK ml III 
Ilia t 11 imiiiiaiinna lapilal mobilii loi 
isiinpli ll iidiiiid the abibly ol iialKiii i! 

II I I tv II ino Miis to lonuiiii dome sin 
iioiiitiiv luillis ll pol s mdipindinlly 
oliMCiiiii on lOiiaiioiis veil uitb llcsibli 
isitiaiiLi Ilk' Ihi uiiitiisid t tsi wilh 
whili i| III' ' mtitiiationallv niians 

III I'll IS iivii ll litfiiult and ii'stiv than 
t o K I n a 1 ipi oircii loniiol nt in 
tiisii I 111(1 till illoiJtionolitidit iviii 
II til III 111 a|)il ll flight to istiinal 
IS iij imi I uldid to the isisting doniisiii 
lot IS (ink III ll ImaiiLial inaikcis on Itnd 
itv an ' I > inp ><m) tending lo undirmi 


such policies These (fevelopments suggest 
that domestic interest rates now need to con¬ 
form more closely than before to interna¬ 
tional levels it IS worth reviewing here the 
impiieations of capital mobility for domestic 
monctaiy and Iiseal policies under both fix¬ 
ed and Hoating exchange rates 
Perfectly mobile capital renders the 
domestic money supply endogenous lA 
nominal as well as real terms for (relatively 
small) countries that fix the exchange rates 
ot then currencies m terms of some other 
(unciicy I he fixed exchange rate makes the 
domestic price level eiogenous, while fiedy 
mobile eapilal makes the domestic interest 
rate exogenous This makes it impossible for 
thi monetary authorities to change perma¬ 
nently the domestic money supply from the 
nominal quaiUily the public wishes to hold 
at the exogenously determined price level 
and intciesi rate*^ 

fiiven output growth, an inciease in the 
quantity ol money will depress domestic in- 
leiest rates leading to a capital outflow If 
capital IS perieetly mobile, no interest rate 
dillenntial can piisist across national boun- 
danis and thi lapital outflow will continue 
until ihe imiial interest dilfercntial is 
ilimiiiated 11 until the domestic increase 
III the money supply is exactly it versed 
Allow iiig exchange rates to I restores 
lo iht iintral bank the ability to control the 
diimistic noniinal money supply, because 
thi domistii pint level becomes indepen¬ 
dent ot the world price level Wuh highly 
iiiobili I apital, however, floating exchange 
latis lannot iisiore domestic policy uidepen- 
den e ftoiii thi toriign seiior because 
domistii poliins that iriate a demand by 
loicii'nirs fot domistii assets (or vice ver¬ 
sa! dtfut ixihaiige rates, which affect the 
dlloeaiion ol donustii resources 
Pi I lilt lapiial mobility ties the level of 
doniisti leaf iiikost rates to that of the 
WDilil kmpoiary difterenees in the level of 
domiMii and iiilirnational mieiest rates, 
siieli as tnighi iisilt from un unexpected 
ihaiige 111 till doiiiistie money supply, cause 
ixihaiigi tall changes that lead to real 
nsourii iianslcrs which in turn will even¬ 
tually el miiiatt any real inlerest rate dif- 
kiential 1hi exihangt rate changes imply 
ihangis 111 liic I dative pnics of tradable and 
non tiadahk jouds wiuih helps establish 
(OI pn set vi) ixtcrnai and overall balance but 
laii also cause a realiocalion of resources 
bilwtin llitse sellers 

The mechaniMn by which capital mobility 
links I iiircst lates dnd exchange rates may 
bi sunimansid as follows Capital flows m- 
tifiiaiiunalls lo the extent that savings are 
invistid across national boundaries as a 
result of cunt It account deficits or 
surpluses i i tu the extent there are net 
trinsfers of real resources across national 
borders \\ ith fieelv floating exihange rates, 
'111 indiiLC nent tor capital to flow interna- 
iionallv as a result of a change in relative 
uitiic>t tales IS offset by exchange rate 
inovimcnts, capital flow;, will accrue only 
altei exchange rate changes have brought 
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An incTtate in the domestic money supp* 
ly that reduces domestic interest rates rdative 
to foreign rates, for example, would raise the 
premia in the forward exchange market of 
the domestic currency in terms of other cur- 
Kneies sufficientlv to eliminate any finan- 
dal gain from investing in foreign assets with 
higher interest rates. As a result of this in- 
CRase in forward premia, the spot pua-hase 
and investment of foreign exchange, and the 
forward repurchase of the domestic currency 
would result in the same yield as would in¬ 
vesting in domestic assets at the lower in¬ 
terest rate. However, investors prepared to 
take the risk could buy the foreign exchange 
spot and hold foreign assets uncovered by 
future commitments to reacquire the domes¬ 
tic currency, if they believed that the forward 
premia overstated the likely appreciation in 
the' future spot exchange rates of the 
domestic currency. If this were the market's 
general view, .speculation would immediately 
lower the spot exchange rate until it was ex¬ 
pected to appreciate to the same extent as 
implied by the forward premia.** 

Through these channels, market Ibices 
would tend to eliminate any net advantage 
from shifting financial assets across national 
borders, so that the public would be satis! ied 
holding the exi.sting stock of assets at the 
new intere.st rates. The depreciation of the 
spot exchange rate in the low interest rate 
country, however, would result over time in 
the current account surplus needed to realise 
the desired net capital outflow. 

It can be seen in this simplified account 
that while floating exchange rates with 
capital mobility allow divergent inflation 
rates and nominal interest rates and therefore 
domestic control of the nominal money 
stock by the central bank, they do not isolate 
the domestic economy from the world 
economy, nor allow domestic monetary 
policy to operate without regard for the 
foreign sector. The freer capital is to respond 
to intere.st rate differences, the more efficient 
long-run resource allocation will tend to be, 
but the larger will be the exchange rate ef¬ 
fects (and hence real economy effects) of 
such differentials. If these interest differen¬ 
tials and exchange rate effects are in fact 
temporary, but are not correctly perceived 
as such by market participants, they could 
impede the efficient allocation of rc.sources 
by causing unnecessary and costly short¬ 
term-reallocations between tradable and 
non-tradable goods sectors. 

The resource reallocations resulting from 
exchange rate changes are costly, often in¬ 
volving a temporary increa.se in unemploy¬ 
ment, idling of capital equipment, and 
heightened political strains that are 
associated with any redistribution of costs 
and benefits in a .society. Moreover, frequentt 
changes in exchange rates can cloud resource 
allocation decisions and lead to reallocations 
that prove to be mistaken; exchange rate 
movements that are expected to be tem¬ 
porary dan lead to political support for pro¬ 
tection in the form of trade and capital con- 
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" itofeC These Mets of tvtoufeeteaUodttion in 
response to exchange rate changes are the 
basis of the often expressed desire for 
exchange rate stability, and are simply a 
specific example of the general case against 
macroeconomic instability. 

Artificially low real interest rates require 
capital controls to restrain the capital flight 
(in search of higher yielding and/or less risky 
investments) that normally accompany 
them. While capital mobility is not perfect 
in developing countries, the authorities' 
ability to control capital movements is in¬ 
creasingly limited the proliferation of 
financial instruments internationally and the 
case with which they can be obtained 6r 
traded. This, and an increased understanding 
of the shortcomings of *low interest rate' 
policies and of the repressed financial sec¬ 
tors that result from the more extreme ver¬ 
sions of such policies, have dimini.shed the 
interest of authorities in adhering to them. 

Fortunately, the policies needed to avoid 
capital flight, e g, realistic exchange rates, 
acceptable fiscal dericit.s, attractive domestic 
financial assets, a healthy, competitive finan¬ 
cial sector -and economic and political 
stability arc the same policies that are needed 
for efficient resource allocation in general. 
Authorities wishing to liberalise their 
domestic economy’s financial sector and the 
internaiional movement of capital, should 
liberalise their domestic financial secioi first 
in order to minimise the prospects of capital 
flights (Edwards (1984)]. 

IV 

Estimatini' l)«*mand for Money 

A major theme of the earlier review was 
the recent move away from many of the con¬ 
clusions of earlier short-run focused Keyne¬ 
sian models. The aitack on Keynesian theory 
by Milton Friedman and others in the 1960s 
was furiher refined in the 1970s, primarily 
by efforts to incorporate behavioural assump¬ 
tions into macroeconomic models consistent 
with those used el.sewhere in economics 
(microeconomic foundations). Studies of 
earlier hyper-inflations, as well an increas¬ 
ing number of contemporary ones in l.aiin 
America and elsewhere, supported moneta¬ 
rist models and revealed that Keynesian 
theory had little of interest to say about in¬ 
flation. A growing understanding of the role 
of expectations in macroeconomic models 
advanced by Friedman (1968) and Ed Phelps 
(1967 and 1970) helped explain (in fact they 
predicted) the empirical failure of the alleged 
trade-off in industrial economies between in¬ 
flation and unemployment (the ‘Phillips 
Curve’). 

Major theoretical developments during 
this period resulted from refinements of the 
implications of forming expectations of 
the future values of important economic 
magnitudes in ways consistent with the 
information available to agents and their 
understanding of how the economy works 
(rational expectations). In some respects, 
however, the important insights and theore¬ 


tical refingBimts derived torn 'the ainuihp- 
tion that agoits ftMin expectations rationally 
have gone too far, especially, but not ex¬ 
clusively, in the underdeveloped economy 
context. While present treatments of rational 
expectations focus attention on the impor¬ 
tance of information, they tend to abstract 
from the costs of obtaining it. In fact, the 
key functions of money (and of Financial 
systems) of reducing the costs of transacting 
(including those of obtaining information 
on market opportunities) tend to be over¬ 
looked or down-played by current treatments 
of rational expectations (Laidler (1990)]. 

The ‘buffer stock’ view of money and its 
implications for empirical estimates of the 
short -I un demand for money (Coals (1982a) 
and Laidler (1990)] attempt to correct the 
tendency of rational aspects models to ig¬ 
nore the role of money in reducing transac¬ 
tion costs It has particular relevance to 
underdeveloped economies where market in¬ 
tegration i.s incomplete, financial assets other 
than money arc raiher limited, and transac¬ 
tion co.sts are relatively high. The approach 
says that changes in the quantity of money 
(that are not themselves induced by changes 
in money demand) will to some extent be 
willingly absorbed into money holdings, 
which serve as a buffer stock to reduce the 
cost of tran.sacting, including the costs of 
adjusting to changed ciicumstances. If the 
increased money stock proves permanent, 
then money demand will ultimately adjust 
lully 

In most models, money demand adju.sts 
via changes in income, interest rates and the 
pi ICC level. 1 he long-run independence of in¬ 
come and (real) mtcicst rates from the quan¬ 
tity of mone'y implies, however, that a per¬ 
manent change in the quantity of money 
ultimalelv is lully rctlccted in adjustments 
in the price level. The long-run properties 
ol buf Icr stock models arc no different than 
those ol traditional money demand models, 
but 111 the .shori-run they imply smaller ad¬ 
justments of interest rates (and income) to 
changes m the money stock [Coats (1982a) ]. 
As noted above, this result assumes (hat the 
change in the quantity ol money was inde¬ 
pendent of the demand for it. 

The money supply is ‘independent’ of its 
demand as a result of the relationship bet¬ 
ween the extension of credit and the creation 
of money by the banking system. An in- 
cicase m bank re.scives (e g, as a result of 
a iorcign capital inflow or of central bank 
financing of the government) leads banks to 
increase Iheir lending (or purchases of finan¬ 
cial assets). Ijcnding rates may need to be 
adjusted to encourage the public to borrow 
what banks wish to lend. Additional depo¬ 
sits (money) arc created as a by-product of 
hank lending. The interest rales that clear 
ihi credit market will not generally also clear 
the money market in the long run, i e, the 
increase in the money supply that results 
from the increases in bank loans, and the 
associated interest rate, will not generally be 
the same as the increase in long-run money 
demand from that interest rate. The buffer 
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stock jq^mwch Rcondks the diicR^^ 
money and credit denutnd in the short run 
and assigns the determination of the interest 
rate primarily to credit markets Some of the 
apparent shifts in money demand over the 
last two decades found in conventionally 
estimated money demand iuiictions tor the 
US have been explained bv ihe buller stock 
approach 

\ 

IVIoiH'tary Anchors 

The establishment ol price stability has 
become an unquesiioned objectivt of macro 
economic polity viriualh everywhere This 
IS in sharp contiasi to the views held by 
many economists and policv makers in 
earlier decades and is vstlcome There le 
mains considerable unccitaintv, however, 
over how best lo achieve and preserve price 
stability 

^t the timi the first review was wnttcii, 
the use ul monev giowth latc lules oi taigcts 
to anchor the pi ice level had not yet come 
into vogue Money grovsth lulcs ot one sort 
or another were einbiaced in the vciy cailv 
l9SUs by many industrial countries toi 
several compelling leasons 
la) (he link between inlTation and monev 
growth (the long run stability of the dc 
mind toi monev) had been einpiricaliv 
cstalthshtd beyond a reasonable doubt 
for a wirti range ot developed and 
Ueve'optri)' louiirnes 

(b) (III short run vanabrlitv ol monev 
dtniand iiiaut (he outcome ol monetarv 
line tunmi uiirchabli, 

(tl thecxpcni iKc ot uu I9(i((s and 70s sug 
vested tliat >liscrctioitaiv rnvmetary policy 
tcndci' to have i rather strong infla 
iionaiy bi.ivlot publu ihoicc’reasons, 
which csiuld he avoided by replacing 
disciction with rules (the time incon 
si.teiies pio^iein),'and 
(d) the adoption ot rnonetaiv rules meant 
the ab.indomnenl ol exchange tale rules 
OI targets and the grudging acceptance 
ol floatiiiL' exchange rates w.is relatively 
wide'prtad by the calls 1980s 

Sevei il things have lead to the more recent 
abandoMnuiii of memetarv rules in many 
(ouiiiries and the search lot alternatives 
monetaiy anchor> One is (hat the demand 
lot moneis proved less stable than some had 
expected Monetarists such as I riedman, 
had always toe used on the long-run stabihtv 
of the dcmaiiei lot money and had warned 
that the unusually close relationship between 
■money and the arguments in its demand 
function during the 1960s and early 70s was 
fortuitous and not hkelv to last Coiitraiy 
to the impression given bv some critics the 
long-run stabihtv of money’s demand has 
lemained pretts much intact though some 
picdictable drifts has occurred in response 
lo the very dramatic growth in the range and 
nature of rinamial instruments that resulted 
from technical advances in information pio 
cessing and dissemination and from regu 
latory liberalisation Unpredictable short- 


run variations in the demand for money, 
however, can be relatively large and 
troublesome tor overly rigid monetary rules 
There is a special problem in adhering to 
monetary growth rules in developing coun 
tries, reflected in the use of government 
deficit limits as performance critciia in 
adjustment programmes financed by the 
IMF In I DCs, which typically lack well 
developed financial maikets, governments 
are limited to borrowing from their central 
banks to finance their deficits In this con 
text monetaiy policy and fiscal pohev merge 
Monetary giowth rates cannot bt kept to 
non inflationary rales unless the govern 
ment’s burrowing requirements arc kept to 
low Icwicls 

Ihe short lun instability in the demand 
for money, lomhuied with a growing dtsillu 
sionment with floating exchange talcs, has 
increased inicrtst in a fixed exchange rati as 
the rnonetaiv anihoi T he phenomena ol is 
change talc* ovci shooting described above in 
Section 111 txplains why real etlcctivc cx 
change rates have been more volatile than 
was originally e'piiied I ixed talcs ait pio 
bdbly mote conducive to liccr trade, more 
laptd growth and gicatei eflicienev in win Id 
wide ICS lurci allocation than ate Moating 
rates Ihc rub, ol course, is that tixcd c\ 
change rates nquiic subordinating domesiii 
monetary and lisial policy to external 
balance and most countiies simpiv an uii 
willing Ol unabli to do so Under thesi ion 
ditions floating exchange rales arc clearly 
prclerablt to tixcd ones 

Fur cuunliies picpaied to play by thi luks 
lit a lixcd exchange rate regime (sometimes 
called the (.old <taiidaid rules), howcvci, the 
fixed rale becomes the monetary anchor ol 
Ihe system A muntry’s money supply must 
be allowed to match whatever ainourii is 
demanded at I hi puce level implied and im 
posed by the value ol whatever the domestic 
currency has been fixed to This makes ans 
instability in the demand for money tirck 
vant It IS m longer necessaiv even to 
estimate It Simply supplying oi ledtemmg 
domestii money lor foreign currency at lati s 
implied bv then values in terms ot the one 
lo which the domestic currency is fixed will 
insure that 'In cionoms has whatever 
amount oi monev it wants at that rate 
Anothei rtason tor interest m fixed ex 
change taii'' as monetary anchors is the 
potential lor a tixcd rate rnonetaiv system 
to give quick ertdibihly to anti inflationary 
cfloits Renewed intci'est has arisen from the 
elforts ol the lent'ally planned economics 
of I astci n f uiojH. and the USSR to establish 
mat ket based aonomics and monetary 
systems that integrate thcr is onomics more 
closely with existing market economies and 
to establish tht lonvertibilily ol their cur 
rencies needed lo support that mtegtatiun 
Similai interest aiisrs from countries at 
tempting to le estai’h ih macroeconomic and 
price stabiluv aim pi nods of high inflation 
Reducing nioiici irv growth to rales con 
sistem with stable pi ices causes very high real 
rates of mteresi ant' lontraction of real out 


put until ine puanc w vuitviuc«u uuu jnivw 
are and will remain stable. The ability to 
reduce inflationary expectations quickly 
depends on the credibility of a non-infla- 
tionary monetary (and fiscal) policy. It hai 
been argued that a publicly announced 
monetaiy growth rule with a consistent fiscal 
policy would help establish credibility and 
reduce Ihe expected rate of inflation more 
quickly than waiting for the development ol 
a non inflationary track record, which might 
take many years Fxpencnce in this regard 
has been disappointing The monetary rule 
embodied in a fixed exchange rate (oi 
redeemahitity in terms of a rummodity 
basket) with full convertibility supported 1^ 
an adequate stock ut reserves (or whatever 
the redemption asset might be) and a eon- 
sisiem fiscal policy, potentially could 
establish credibility more quickly If the 
policies and the commitment to the policies 
are ciedible, the puces of tradable goods will 
bt known to bt stable from the very first in¬ 
stance because they can always be imported 
at a relatively siabk price in terms of the 
liKal turreniv Ihe use ol fixed exchange 
rates in tins was has been an important 
feature ol must stabilisation programmes in 
Fasictn Furopc 

The cliuici ot the currency to v !i<ch the 
dointstic money is fixed deternui*s the 
bchavioui of the domestic pticc level 
measured in terms of the domestic curren¬ 
cies t uunlries generally lix their cuirency's 
to others that have low inflation rites and 
thereby Tmpoit’ telative puce stability A 
sysicm of lixtd exchange rales relies on the 
good behaviour of Ihc central bank that 
issues ihf currency Ihc country’s money is 
lixcd to Tht I'S dollai and tht German 
niaik have frequently been selected lot this 
piiipost because ol tlic track records of the 
federal Reserve and the Bundesbank in 
keeping intialion ol then (.urreneies low 
fliose records however, have btien far from 
pcrlect and the question has been raised 
whether lountiics couldn’t do beitei 

Recent proposals to achieve .rero inflation 
rales bv fixing the value ol money to a basket 
ol commodities rather than to another cur¬ 
rency answer the above question in Ihe af 
firmative [t oats (1989)) In Us broadest 
outlines suih a system would work like a 
traditional fixed cxtiiangt rate system or the 
gold standaid Domestic money must be 
supplied and redeemed on demand at its fix¬ 
ed value in terms of an tndepi ndrntly defm 
ed unit ol account (an amount ol foreign 
currency, a quantity of gold, a basket of 
commodities, etc) The system would differ 
from these earlict systems in two important 
respects While having a gold standard’s ad- 
vai.tage of protecting the value of 'he umt 
ul account (and I I'm e of the medium of ex¬ 
change via (he redcemability requirement) 
fiom political influences, the proposed 
system would not impose the relative price 
changes ot a single commodity such as gold 
or silver on the prise level By defining the 
sv I tern’s unit ol account as a basket ot 
goods, the quantities of which could be ad- 


Economic and Political Weekly June 22, 1991 


154 



kw |i«ava«i^ *v mivi« |ftMViaiM'* 

ing power against the broadest possible price 
index as suggested by Irving Fisher at the 
turn of the century (Fisher (1913)], the unit 
of account would have an almost constant 
real value day-to-day as well as in the long 
run. The other major difference with earlier 
monetary systenis based on commodity stan¬ 
dards is that money would not be redeemed 
directly for its unit of account. It would he 
redeemable indirectly for the commodity 
basket; i e, n would be redeemable for 
something (a commodity oi financial instru¬ 
ment) equal 111 current market value to the 
basket. Indirect redeemahility eliminates the 
need to hold expensive and cumbersome in¬ 
ventories of all of the items in the valuation 
basket 

This ‘new’ technique of indirect redtvma- 
bility has actually been in use for many 
years. Two examples, should siillice. If 
Austria’s shilling is fixed'in price to the Ciei • 
man mark (DM), it is still possible and in 
fact common, to exchange (redeem) shilling 
for US dollars (or some other cunency). The 
amount of dollars received per shilling will 
have the same market value as the fixed 
amount of DM to which shilling holders are 
entitled, i e, the amount of dollars received 
will just enable the redeemer of shilling to 
buy in the market the amount of DM im¬ 
plied by the fixed shilling price of DM. .^.s 
indicated, this example of indirect redeema- 
bihty has been practised for centuries. A 
more recent example is provided by the SDR 
and the hCU, the assets of the IMF and the 
FC valued on the basis of cunency baskets 
While exchanges (redemptions) of SDRs or 
ECUs may be, and sometimes arc, made foi 
the appropriate amounts of all of the cur¬ 
rencies 111 their valuation baskets, they are 
more often exchanged foi an amount of a 
single cunency that will )ust buy in ihe 
market the appropriate imiiiber of units of 
the entire basket. 

An important challenge tor any moiietais 
system is to.sticngthen the incentives lor, oi 
constraints on. the system to adlicie to the 
rules of the system adopted (Coats (1989) | 
The fatluie to do so in the past has led to 
patniul devaluations, and the abandonment 
of fixed exchange rates (even, evcnltially, to 
the abandonment of the gold standard) No 
system is intiied to this risk, but systems bas¬ 
ed on an iiulcpciidciitiv defined unit of ac¬ 
count. because they aie moie Iraiispaieni 
and less subject to manipulation, aie hkclv 
to be mote icsistam to violations of then 
rules than oilieis 

\l 

I'hasing of Financial 
IJhcralisatinn 

The tiulv newest lopic since Ihe original 
review was written concerns how to get from 
a repressed to a basically free market eco 
nomy with the least damage and with poli¬ 
tical support intact. The totally unforeseen 
and considerably more difficult task of 
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contrrdled ones is an extreme version of this 
topic This is a vast and complex topic about 
which there is much yet to learn. In this up¬ 
date of the original review of monetary 
policy in developing countries, the reasons 
for and objectives of financial sector reform 
and the lessons for designing successful 
reforms gleaned from the experiences of 
countries that have attempted them are 
revisited. 

It has been common for developing coun¬ 
tries, especially those that rely heavily on 
central economic planning, to tap their 
financial systcm.s' resources and to direct 
them in accordance with their development 
plans. Controlled interest rates and govern¬ 
ment diicctcd credit allocation are among 
the commonly used tools of central planners. 
Such policies have stunted the development 
of financial systems and invariably reduced 
the efficiency with which saving has been in¬ 
vested (to mention but one of the functions 
ol linancial in.stituiions). The growing 
rcvugniiiun that economic development re¬ 
quires gicalcr scope for market allocation 
has its counterpart in the financial sector as 
well. 

The su|>eiiurity of market allocation of 
saving, which is the heart and soul of the 
financial system, and the basis lor the finan¬ 
cial sector’s iiiipoi lance for economic 
development, is now well established Many 
countries now recognise that their mterven- 
iion in credit allocation has had an un¬ 
favourable impact on both financial and 
iiulusirial development I he evidence liom 
couiitiy expeiicnec also suggests that 
diieeted crcdii iiiogrammcs have not been 
elfieieni tools for income ledistributioii oi 
lor overconimg miperlections m the leal 
goods markets 

Ihese lessons have piompted an iiurcas 
ing iiumbei ol couiitiies to liheialise then 
linancial systems I he cxpci lences ot these 
countries varv 1 he libcralisalion ol finan¬ 
cial systems in some countries led to finan 
cial collapse and Ihe return to controls. In 
some otheis it suecceded, though m vaiying 
dcgiecs, in improving llie quality and lowci- 
ing the cost ol iinanciai services and in rais¬ 
ing giowih tales Some preliminary lessons 
can be gleaned tiom leccnl experiences. 

l-maiiciul letuims generally include, inler 
alia, Ihe litvmg of interest rales; eliminaiKui 
ol directed credit allocations, removal of 
barneis to entry into the market of new, oi 
depaitiiic of existing, linancial inslilulioiis; 
elimination of restiiciions on the activities 
into which any given institution may enter; 
the removal ot discriminatory taxes on 
financial iransaciioiis; the improvement of 
inloimaiioii available to borroweis and 
lenders in the making ol theit financial deci¬ 
sions, and the assurance of a supportive 
legal, legulaioiy and administrative struc¬ 
ture, including the impiovement of the 
prudemial regulation and supervision of 
financial institutions, an adequate bankrupt¬ 
cy law and the effective and efficient enforce¬ 
ment of debt contracts. 
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far enough in Implenienttitg the abov 
policies is the continuation and further en 
trenchment of weak and/or inefficient finan 
cial institutions, the continued misuse o 
resources, and slower growth and lower livini 
standards than necessary. The cost of movin 
too quickly could be politically unsus 
tainable le/els of unemployment and loss o 
income resulting in the failure to achtev 
lasting reform and regression back to mor 
controls. In short, the manner and pace o 
reform seems critical for its ultimate success 
The lessons of experience with financia 
liberalisation arc tentative—some lessons ar 
clearer than others.’® 

(1) MA< ROF.rONOMlC ENVIRONMENT 

riic first and strongest lesson is tha 
financial liberalisation is very difficult, ant 
unlikely to succeed, without a considerabli 
degree of macroeconomic stability. Thi 
rocky liberalisations in Argentina, Brazil 
Colombia, Mexico, and Uruguay and thi 
temporarily derailed liberalisation in Chili 
in the mid-1970s through early 1980s wen 
undertaken in the mid.st of serious inflation' 
(generally 100 pei cent per annum or more 
reflecting theit governments’ need to financi 
exiiendiliirex by borrowing from their cen 
tral banks. Large government deficits, anc 
rapid infiatiun invariably were accompaniet 
by resource wasting, ovci-valuec' cxchangi 
rales. 

Inflation has a numbci of pernicious ef 
fccts- The mforniaiiunal content of price! 
IS reduied so ihfii the economy becomes Ics: 
efficient. Investments, in fact long-tern 
commitiiieius of all Iy|Ks, become morr 
risky and aic therefore reduced. Additiona 
resources are absorbed by efforts to over 
come or adjust to the distorting effects ol 
inflation. The real returns on financial asset! 
are reduced and the profitability of finan 
cial in.stitutiuns weakened. Both of these ef 
feciv leduce the financiali.saiion of .saving 
which further reduces economic efficiency 
and growth. 

Financial refoim itself involves changer 
in relative prices that need to be assessed and 
absorbed by economic aesnts. When they 
lake place in an environment of general prict 
instability it is much more difficult to deter¬ 
mine appropriate interest rates and to inter¬ 
pret those that result. Experience suggest: 
that without macroeconomic stability it is 
vei y difficult to achieve the level of interest 
rates that are well aligned with the real sec¬ 
tor's productivity, whether interest rates art 
market determined or regulated. Successful 
financial liberalisations either began in an 
environment of relative macroeconomic 
stability or addressed macro instability first. 
In addition, the continued health and viabili¬ 
ty of a liberalised financial sector requires 
the continued maintenance of a reasonable 
degree of macroeconomic stability. 

A related lesson, seen repeatedly all ova 
Latin America, is that once monetary Wrtur 
is lost, it cannot be regained easily oi 





without signlficaiit cogt. The opiate of in¬ 
flation, so seductive and pleasant in the 
beginning, loses its kick through tune, re- 
quinng larger and lai^er doses just to con 
tinue Its pleasurable stimulation An ad¬ 
dicted economy cannot function elliciciitly, 
but It cannot withdraw from its addiction 
without considerable pain The tailurc to 
restrain government expenditures within the 
limits that can be financed without intia 
tionarv monetary growth, theretorc, begins 
a very dangerous process By reducing the 
attractiveness of financial assets, intlation 
reduces the tax base, particularlv the base 
relevant for the inflation tax, and hence 
reduces government revenue, which, in iIk* 
absence of unproved fiscal disupline, tur 
Iher increases the need to boriow liom the 
central bank This increases inflation tuitlici 
and further until fiscal discipline is rcdis 
covered (or there is monetary collapse) at 
which point a teriible price is paid to 
re-establish price stabilits 

A government’s rediscovered commitment 
to pnee stability is not quickly hcliesed 
hence mflationaiy cspcctations arc sUw to 
adjust—once lost, gosernmeni’s cicdibilitv 
IS hard to re establish As a result real m 
terest rates rise to high levels, and aggregate 
demand falls more rapidiv than prices, icm 
poraiiiy increasing imcniploymcMi Invest 
mem and gtowih ate theictoic low to 
recover alter a period oi iiitlaiioii 

(2) INSOIVI NI iNsiin llOS' 

The second lesson is that libcialising in 
solvent fmatutal instiluiions will not gene 
rally make them healthy again 'vlany finaii 
cial instputions m developing countries are 
insolvent I inaucial libetalisation geiieialiy 
reduces the cainings ol financial institutions 
during the adjustment period llntil a 
restructured, htalthier system establishes 
Itself, financial liberalisation causes con 
siderable strain lot manv banks and other 
financial institutions To withstand these 
strains thev nc'cd to be ctable to begin with 

Insolvent institutions genciallv do not 
allocate resources in an efficient manner as 
the objective oi then lending is to minimise 
or cover over their own poitfnlio losses m 
the hopes that they can recoup them m the 
futute. Experience shows that insolvent insti 
tutions generally continue to make losses 
and therefoie continue to waste valuable 
resources They should be closed or restruc¬ 
tured at the very beginning ot any refoim 
and steps taken to reduce the prospects that 
the practices that lead to insolvency will re 
emerge in the tuturc These steps include the 
elimination ot excessive priority lending, 
unrealistic interest rate ceilings on loans, and 
excessive directed credit, and the establish 
ment of adequate prudential regulation 
Because insolvent financial institutions arc 
often the victims of the arrears of insolvent 
borrowers, closing or restructuring the ol 
fending firms (often state owned enterpnses) 
will also be necessary 


(3) RtAl StC ton ENVIROMMENt 

This leads to the third lesson, which is that 
increased market allocation of credit will not 
geticrally improve the allocation of resources 
in countries with a distorted price structuic 
In lad, market allocation of credit undet 
these circumstaiKcs may increase misalloca 
tion by allowing Imance to respond to in 
correct price signals for example the ovci 
valued exchange rate in Chile in the carls 
l9H()s continued ui favour the non tradable 
sector, Ic.idmg among othci things to e\ 
cesMse real csi ui dcsclopmcnt By postpoii 
mg the adjustment ot lelatise puces between 
tradable and non tiadahle goods the ulti 
male adjusimcnt wa' made largei and more 
disruptive In the .iihscqucnt crisis leal 
estate was cmc ol itu sectors tut the hardest 
this, in tuiii coniiihiitcd to widcspnad 
defaults on bank loan and the collapse ol 
iht banking svstem hade and oihci ri.il 
sector hhcialisalion should proceed oi at 
least loimidc with tmancial sectoi 
liberalisati >ii 

I iheialisation ol the teal sectoi, howcsei 
cieaies additional siicsses m the Imanciat 
sectoi Strnclural adjustment is meant to 
cause a reallocation ol resources from ihc 
piolected but Ic s jiioductivc linns and ac 
tivtiies to more productive uses and this 
olieii haiikiupis or impaus the viability ot 
these lirms Stress in the real sector i an tiaid 
ly avoid icflc ling ilsdl in the Imaiicial sec 
loi from which it has borrowexi T hose coun 
tries that liberalised then financial systems 
during jitiiods ot rapid relalice piice 
changes, such as generally occur during 
stabilisation and structural adjustments, ex 
pericneed actual |r y pou) real interest lates 
often considciablv m excess of the return to 
iiivcstnicnt Such excessively high real rates 
.xrc svmptoin .1111 ol distress boiiowing 

I nil hbciah anon ol bank mteicst rales 
and lending pohcic> encounters two pro 
blems in tins cnyiionment One is that the 
bank management skills necessaiy to assess 

redit iisks and properly conttol hank ex 
postiie m the new liberal cnyiioniieni 
geneialiy take' lime to develop f his exposes 
banks to untamihar and difficult to assess 
risks it then activities art not limited I he 
other IS that those hanks that do encounter 
difficulties mav be tempted to tontimie len 
ding to bankiupt oi overly risky customers 
in order to maintain the appearance that 
outstanding loans to distress^ Arms are still 
viable For a bank that has already lost its 
capital, gambling on rtskv long shots (bet 
img ihc bank) is the onlv hope left to it In 
the environment of significant corporate 
distress encounter’d in Argentina, Chile, the 
Philippines, luikev and Uruguay, real in 
terest rales were raised to unsustainable 
levels, which distiessed firms willingly paid 
in order to avoid admitting insolvency in the 
liope that things would improve in the 
future 

Thus major structural reforms should be 
completed pnoi to complete flnanaal hbera- 
lisation liicificient public enterprises and 


I 

highly protected domestic Arms that would 
not be viable without public subsidy and 
trade protection should be restructured 
heloie financial liberalisation In these ear¬ 
ly phases of reform, interest rates should be 
set at modestly positive real rates (reflecting 
the rale of return on capital), but should not 
hi left fully to the market 

(4) Pm 1)1 NHAl RKil'l AllON 

A fouiih lesson is that when linanctal in¬ 
stitutions arc tree to set mieiest rates and 
cntci new lines ol business, it becomes more 
important lor investors, be they stock¬ 
holders or depositors, to have accurate infor¬ 
mation on the condition and activities of 
ihise msiitiitions It may also be necessary 
'o impose some prudential limits on their 
lending In their efioit to free the financial 
system ol repicssive economic regulation 
<aiid taxation) some governments failed to 
prosidc adequate prudential regulation (eg, 
iiaiket value accounting, reporting, and 
apii.il siandaids, and lending and portfoho 
vonccntraiion limits) and were unprepared 
Ol unecjuippccl to properly monitor bank 
bihasiour on behalf of depositors The 
lihcrahsaiion of the hanking system in the 
absence ot effective prudential ivgulation 
and supervision allowed banks to engage in 
impi'idcnt lending and fraud, and fa. Iitated 
wide I lead financial distress m the Southern 
cone Privatisation ol hanks in the Southern 
cone w ithout establishing adequate pruden¬ 
tial regulators ftamework also led to the 
heavy concentiation ol bank loans to their 
attiliaied linns when they became part of 
industiial groups alter privatisation 

(S) Pac t ot Ri roRMS 

A final lesson concerns the pace of 
reform Although there are exceptions (e g. 
New Tetdand), most successful liberalisations 
were implemented gradually Since flnancial 
reforms change the rules of the game, rapid 
implementation may impose losses on otfier- 
wise viable firms that entered into contracts 
and arrangements under the old rules with 
the expectation ot their continuance As 
already noted, a gradual liberalisation also 
allows time tor financial institutions to 
develop the skills needed and to adapt to the 
new competitive environment Undue delay, 
on the other hand, incurs the cost ol perpe¬ 
tuating the inefticiencies ot the repressed 
system And the longer the period of govern¬ 
ment control, the more serious the short¬ 
comings become The lesson is that the 
authorities must anticipate how reforms and 
the consequent changes in relative prices will 
dtlfct diifcreni groups Both from the stand¬ 
point ot equity and making change political¬ 
ly acceptable, it may be necessary to provide 
some form of transitional compensation to 
those most adversely affected while main¬ 
taining the ’ncentivc effects of the reforms. 
T he appropriate balance among these con¬ 
siderations will depend on the initial degree 
of repression and other aspects of the 
economic environment already discussed. 

(S43 


Economic and Political )MRklv tune 22. 1991 



KSiie bf'tlie appropriate pace of 
refOTm has arisen again in the context of the 
conversion of centralised or command 
economies to market economies. The reform 
under way in £:astern Europe and potentially 
in the Soviet Union have no historical 
counterpart.s from which to learn. It i.s clear 
that the expertise and infrastiucturc of 
capitalism will take many years to develop, 
however, the macroeconomic, legal and 
regulatory environment in which private 
enterprises aie established and developed, 
could and probably should be reformed as 
quickly as possible. 

(6) Transiiionai. < tINIkOI s 

As discussed above, complete liberalisa¬ 
tion may not lead to equilibrium interest 
rates in coiiniiies with sctious macro¬ 
economic instability oi in countries without 
adequate competition in financial markets. 
In countries in which these conditions have 
not been established, the govciiiment mav 
need to manage intciest rates to avoid serious 
misalignment and greater distortion in 
resource allocation In those cases, the 
governmeni should adjust the level of in¬ 
terest rates to leflect changes in inflation, 
cost of funds, and exchange rate inovemenis. 
Countries with open economies need to pay 
dose attention lo the level of domestic tales 
as compared to inlernalional rates adjusted 
for expected exchange rale changes. 
Preferemial interest rales should be phased 
out and the structure ol interest rates should 
be set to allow different margins for loans 
of different maturity, risk, and administ¬ 
rative costs. 

When substantial progress has been made 
in reforming industry and the financial 
system and when the economy is stable, the 
government can move toward more complete 
liberalisation of intciest rates .Some coun¬ 
tries have first set ranges on deposit and len¬ 
ding rates allowing banks to set specific rales 
within the ranges. The ranges were widened 
and ultinialciv removed as liberalisation pro 
gressed. Unfortunately, very few countries 
have succeeded in conirolhiig inicrcsi rates 
inthemannei picscribed above Siiccessliil 
examples are Koica. Iap.in and Taiwan 

VII 

('onrlusion 

Over the period since ihe original review 
was written, a consensus has developed ihai 
money plays a very importani role in 
facilitating economic devdopmeni and ef¬ 
ficiency. It IS now clear thai the importances 
of a well developed, healthy, completion and 
market based financial,system is even greater 
than suggested in the original review. 
Healthy and elficiciu financial institutions 
:apable ol allocating saving to the most pro¬ 
ductive investments and ol prudently 
managing the ri.sks involved cannot be built 
overnight and require a liberal but suppor¬ 
tive environment. A supportive environment 
includes stable prices, accounting systems 


and standards that ifapict the true conditions 
of firms, legal systems that clearly establish 
•and enforce lender's rights (e g. for collateral 
and foreclosure), and ‘regulatory* or super¬ 
visory agencies that focus on the soundness 
and honesty of financial firms rather than 
on where they allocate saving. An increas¬ 
ingly integrated world economy has made 
it more costly and difficult to shelter the 
allocation of resources from market forces. 
It IS clearer than ever that all economies 
benefit from market-related interest rates, ex¬ 
change rates and resource allocation. 
Establishing and maintaining a healthy, 
stable monetary system is not and will not 
be ca.sy but it is important for the pace ot 
deveiopmcni. 

fl he views expressed here arc the authors’ own 
and do not necessarily reficcl Ihe view of their 
resprciive institutions | 

1 This chapter was first published in 
hconomn' and flo/itir-u/ Weekh, November 
17, 1979 (Volume XIV, No 46). Hie book 
Money and Monetary Policy in l^si 
Develoiied Countries was published bv 
Pergammon Piess in 1980. 

2 T Iicse aspects of the financial sector’s con¬ 
tribution to economic growth were expand 
ed upon in the Witrld Development Heport 
19119 Financial Systems and Development 
to which both author, contributed. 

1 The Savings and Loan and banking in¬ 
solvencies in the Liniled States have other 
causes. Thc.se are primarily the conse¬ 
quences of excessive risk taking without ef¬ 
fective supervision encouraged by deposit 
insurance (moral hazard), regional (slate) 
limitations on the activities of individual 
bank.s, and other re.striclions on the nature 
ol the financial services bank may piovide 

4 1 f the objectives of the directed ciedit polity 
were ill advised in the first place, acliviiie.s 
that circumvent and thwart tho.se objectives 
might improve the social welfare, but to a 
more limned extent and at a higher social 
co.st than would unreslncied market alloca 
non. See Gordon Tullock (1967) and Jagdish 
Bliagwati (1982). 

5 For evidence that there is considerable 
capital mobiliiy even for many countries 
generally considered relatively closed, see 
Haque and Monliel (1990). 

6 The real quantity of money is basically 
demand-determined in any event This 
ob.scrvation is not meant to deny that the 
rate of growth of nominal money supply, 
by determining the rate of irifialion, in¬ 
fluences the cost of holding money, and 
hence is an important determinant of the 
demand for real money balances. 

7 Borrowing abroad for the purpose of finan¬ 
cing the purcha.se ol foreign goods, of 
course, lesulls in an immediate current 
account adjustment (and therefore capital 
flow) with no effect on exchange rates (ex¬ 
cept as might result from changing foreign 
perceptions of credit-worthiness, etc). 

8 fhis IS the overshooting phenomenon in the 
Dornbusch sense. See Dornbusch (1976). 

9 A so-called political business c)x;lr could be 
observed in many industrial countries as a 
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lesoU of govenuinents’ attampta id ajioU 
the shon-run PhiUip Curve to inctease 
employment in periods preceding major 
eleaions. The long-run effect of these in¬ 
creases in aggregate demand was an increase 
in inflation. See Kydiand and Prescott 
(1977). 

10 The following draws heavily on Khatkhate 
and Cho (1989) and Coats (1990). 
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Optimising Customer Service in Telecom 

Operations 

Beyond Holding Companies and Protocorporations 

S K Bhattacluuyya 

The Athreya Committee was set up last year to recommend an appropriate organisational structure for telecom 
operations. This article neviews the recommendations it has made, the objections which have been raised and 
the pros and cons of the alternative proposed and concludes by proposing a third alternative model. 


tN December 19<X), the Union commiinicd 
tions minister appointed a committee to 
recommend an organisational stiucture to 
make the telecommunications operations 
more eflcctive and eiricieni consistent with 
the objectives ol the National telecom 
munications strategies and policies I he 
committee was headed bs M B Athreya a 
distinguished management prolessional 1 lie 
members ot the cominittie ink.tuded Sam 
Pitroda, the chan man ot leleconi Commis 
Sion, N Vittal, sccietaiy depaitmcnt ol 
electronics, V Kiishnainuithv, lormei SMI 
chan man, M P Sliukla. managing director, 
Mahanagar lelephonc Nigam H P Wagh, 
niembei (services), Iciccom Boaid, P V 
Desai, contioller general ol accounts and 
O P Ciupia, a leading trade unionist I he 
committee was lequired to tinalisc its recom 
mendations b\ early lehruary 1991 Seseral 
specialists in the management held were 
pur/led by the move which as'igned the task 
ol designing thi oiganisatioiial siiiiitua ol 
a laigc and complex tcchnuloev dtivcn 
operations to a disparate group of txpeos 
with no partii ular common professional or 
experiential linkage oi expertise in the aa’a 
ol designing oieanis’itioiial structure 

SV It hill the verv short tim< available to the 
committei It met and heard a number ol 
senior officials ol department ol telecom 
munications, iisci ministiies, business 
associations representatives of customers, 
and managers and emplovces' associations 
and unions It is to I he credit ol the com 
mittec that it met the deadline of earlv 
I ehruatv and that the summary les omnien 
dations arising Ironi the report was available 
to the public and the press by first week of 
March 1991 

As wa> to be expected, the divergent and 
disparate background ol the committee 
members led to diffeiences ol o|>inion A 
majority of the committee members recom 
mended the setting up of an 'umbrella’ 
holding company with lour subsidiary 
regional corporations foi the westcin, 
southern, eastein and northern legions 1 he 
committee has also recommended the crea 
tion ol a long distance communication 
relatcHl corporation based at Hyderabad It 
has also been recommended that the 
Iblaom Commission should continue as the 
policy-making and regulatory body, while 
the holding company and the subsidiary 


regional corpuratieins lunctioii as auto 
nomous bodies i harged with (he respon 
sibthtv of ellective and efficient telecom 
operations The committee has also recom 
mended the cieation of a Telecom F inance 
Corpoiatioii to raise funds from the market 
An iinpoitam recommendation of the com 
mtttec was that a centralised training 
institute be set up at Oha/iabad by clubbing 
togcthei the regional training msiitutcs into 
an autonomous boelv Telecommunications 
(onsiiliinis India, Indian lelephonc 
Industries and Hindustan Teleprinters were 
leeommcnded to be placed under the super 
visory and administrative control of the 
Iciceom f oinmis'ion 

Predietablv the member ot the commit 
tee re’itresenting the Telecom ( ommission, 
the coniiollei gencial ot accounts and the 
trade union representative opposed the 
iccommendaiion relating to the cieation of 
the hesldiiig company and the formation of 
legional autonomous corporations tor 
telecom opcraiions P V Desai, the contioller 
general ol accounts piesenied a new concept 
called protocol poration’, which would lie in 
place lor three to live years, before switching 
ovci to a corpoi uc oiganisation According 
to him, such piotocoiporations wQuid tunc 
tion within tut governmental struciuie but 
be guided bv three basic considerations 
namely, they would liinction (i) As genuine 
custumei oiiciiicd work culture based 
organisations, <ii) \kith growth and profit 
orientation and (iii) Without doles eir sub 
sidles from the parent organisation or 
gc'vernmcnt 

fins intciiiudiaic sttige ol a proto 
coipoiation b.iscd struc ure a concept 
which IS conspicuously missing from all 
management litcratuie relating to piivate as 
well as public scctoi business enterprises 
was in the opinion ol Desai, ncccssatv lo 
build uji the lectuiied financial reserves Such 
reserves wcie seen to be nec'ded to meet the 
additional requirements of ca h expenditure 
which would have to be incuited as interest 
and litiancial charges after the corporate 
structure was biought into place I his 
somc'what unique concept is based on the 
premise that if nior> financial and opera 
tional powers arc granted within a govern 
meiial set up, the telecom employees will be 
concerned about customer service and 
satisfaction in ordei to generate surplus for 


the creation ot leseivcs notwithstanding the 
tact that neithct then compensation nor 
then pcrioimance would be based on the 
earning of such surplus If past history is 
anv mclication, such surplus creation is likely 
lo take place in a governmental set up cssen 
iially bv increasing the administered price, 
I c, the tcleccvm taiifl It is unlikely that such 
action will cither be seen as providing 
excellence in service or generate satisfaction 
amongst c ustomerc Since the protocorpora 
non concept is basically without substance 
(and structural merit) it was sought to be 
I amoullaged by accounting gimmid ry It 
was assumed that the additional ch< >i'i s that 
might come about when telecom operations 
limction undei a corporate set up would be 
accounted lot by what was termed bv Desai 
as ‘proforma’ entries in various icscrve funds 
(which will be laiei used for meeting the 
additional cash requirements at the cor 
poraie stage) while anv charges such as in 
tercst on loan, etc, will be made by way of 
notional book entries without any require¬ 
ment of actual payment ot cash 

It the authors of the (lenerally Accepted 
Accountiim Ptincipies (CjAAP) prevalent in 
the industrialised countries ot the West or 
menibeis ot the International Accounting 
Standards Board were confronted with the 
Desai plan, they would most probably, have 
severe problems m comprehending the ac 
couiitine innovation suggested and in try 
mg to dbcorb the shock ol ttaditiunal tinan 
cial accounting noims being replaced by 
expediency driven simulation based 
accounting 

When gamepU' me of this kind replaces 
genuine analysis „iicl exploration ol baylc 
issues and obiectives lor conducting such an 
organisational exercise, it is only to be 
expected that substance will be replaced by 
shadow and sleight ol hand tricks will pass 
off as organisational innovation and will 
focus on pedestrian varieties ol manageiial 
aciobatics 

At this stage, t IS perhaps useful to go 
back and examine the basic objectives which 
were specified at the time of the constitu¬ 
tion ot the Athreya C ommittee These were 

( 1 ) formulating an appropriate organisa¬ 
tional structure for the management of 
telecom services in the country with a view 
to upgrading operating efficiency and 
customer services. 
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t»eveldpmcnt ol infrastructure of 
telecom services to meet the growing needs 
of industty, commerce and ddministration. 

(in) Impioscmciit ol operational produc 
tivitv and mlroduition ol (.liangcs ioi 
technological upgradatiun 

(IV) )■ stablislimcnt ol in cttcclivc 
regulatoiv irannwoik lot ickccim seivucs 

(s) linprovctiKnt in the iiidiistiial hai 
mony and qualiiv ol woiklitc in iciccoiii 
operations 

(VI) Raising ol adequate iisotiici s lo niici 
the massive expansion piotramnie ol tiu 
telecom steloi and 

(vii) {uliilling the eoinmiimeni ol pio 
viding telecom services in tutal iieas and 
meeting other soeiil ubjeeti«es 

A close and detailed exainmatioii ol these 
objcctisc' would itveal Ih n seseial ol these 
objectives (ssentiallv tel He to optriiional 
considerations whik others relilt to icsouue 
generation, tnhnology upgradilion and 
regulators task' tor emsiiiing the aiuinmeiit 
of national objectives with the required com 
mereidl and operational ctlieicnev li hould 
also be clear that the’sc two (reams ol 
organisational objectives have disiiuetive 
struetiiral design eoiisidei itioiisivtu ihoiieh 
they relate to the same eoniinuuni of iticeoni 
operations The eomplexitv in oiganisational 
design III such operaiioiis piunaiils aiises on 
account ol the laei that the objei lives vsliieh 
underpin such pi tte>unanee have eonsidti i 
tions otten related to the reqiiiiemeiits ol 
time, resources funds and prioiitiis m 
operations Therefore then design reqiiiit 
ments are distinelive in the eontesi ol loii 
flicting demands in lenm ol alloc iiion ol 
funds, taritl pricing ol seiviees sinpliis 
generation (veisus dtvelopmenij le 
quiremcnts shoii teim revtiuie loiisideii 
tions which are at variance wiih lone u ini 
capital expendnure allocation' lot esiiii 
pie, the quality of telephoiit sciviee can ' 
Signifieantlv impioved In serappiiii Suswjei 
exchanges and icpldeine them hv eleetioiiK 
exchanges But such a step will lequiit such 
a large outlay ol funds ihil sij’iiitieani luiiiie 
development and expansion vill noi be 
possible, Ic'admg lo some iinpiovi nu ni now 
but chaos laiei I he need toi siieli tempoial 
balance is jnihap best illusti ited in itu e i e 
of some otlici publn seiviee operilions 
I e, railwavs wlinh liave been staived of 
capital expenditure on aeeourii ol tin loialh 
unrealistic lantf siiuetuie addressed lo 
satisfy polllletllv sensitive eonslltlleneus like 
the huge pespulatum which eomiiuiies troni 
the suburbs to metiopolitan cits eeiities I he 
result IS that the sssum is itiilv ere ikin ii 
the joints 

The painless (iiul expe li ii) soliiiion in 
such a situaiion i to opi lot sirueini il 
palliatives like ihe umbrelli holding com 
pany, which was eoiivementlv idopted bv ihi 
committee As has been evident lot quite 
sometime-almost in i Pavloviaii inannei 
since the days ol the Arjun Stngupia t om 
mittec leport ii is assunnd Ih n anv com 
plex orghnisalional problem will disappear 
if there is an umbrella holdin" eompanv 
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which acts as the benevolem but firm 
Godfather who will provide enough leewa) 
to the children but ensure that they behave 
themselves (and tome up to parental expte 
laiion) The iittei lack ol structural clficaey 
ol this alternative without the Kquiitd 
otganisaiional siiategics- wimh tie and 
bind them and the opciational lultuie and 
svsiims which nsiire ihat Ihcv iiiiietion 
elteelisely hi been apparent loi seviral 
vtdis 'iei the enioliunal attiaetion ol 
piesei ibing an nnibrella holding (omp m\ i 
a I nil ill loi oij inisiiiomil ills IS'oixteii 
sivelv pievaleiii lhai luithei Ihc poliiiv.il 
ovv iloielsot tlie omniscient buicaierais iii 
willing to look at tins phenoinciion ol simk 
tiiral lailuie in the eye 1 he umbn II i h ilehng 
coinpinv Ills the iiiiplieit ireiil ol p mill 
ling all opciitions b low to he run on v 
Jeeeiiiralisid bisis iml aeeoiiinii.d iiui| 
elclei Uioii ol jiow i to opeiiline Ivils 
1(1 nine to operitionil planning lesoui 
alloc uion decision rn.i)me md eon rol 
IXimirih II ion h IS he come sneli i lelieious 
eiill mil il IS issuiiied Ih.u il is a panieea 
lor ill (III misatioii il ilK (hcii isveivioii 
siJcnblt (Siikiiee tini ileeenli il sition i 
txiremels bi neii i il loi i.Iiicvim oiginisi 
lioild elhetiseli Ss md ellieleiKS whin il 
IS eleails reined n those optiniotiv md 
aetiMiies n ihe dtleg ited level wlinh dtiei 
mini till uteis ol till opetaiioiis ii' ili 
in piisi I liisdimen ion III I mt <i d ii 
iivdisnion II o alvolo bi ii I tied 1 1 suii i in 
lixliial faetois like 

(ij Ablins to make quielci diiisioii' .md 
pioside expidiliuns respem ' based on loi i 
lion d kiiowlidge md uiiderslandnig 
(njfiienit kiiowlidge ind msigin ibo it 
the nialltrs lo bi dieided upon bie nisi it 
till oper moil il iiisoivetiicin in such leiimi s 
mil loe ni 111 il pre ine'' 

(itij Keiiun III iiiloiiii nioii win I 
hli n ihi Itieu < I sui h I'l nil iIim I 
decision m ikme 

(ivi As ulabiliis ol pilot espeii iin I 
kniiwlcvi^ ' Il illows dieen'iilis n i ii 
till tnsis ol eindv I ni 
(s) Bitt 1 |ud n ml nl i in ti il I ! 
ol list msiilsi I Ml I 

(\i) Ihi implii tiiiisol the eii le it di 
sums on the Intuu linancial hiallii il ihi 
oo aiiisnioii ind eunliniimg success i| (In 
iiitiipiisi 

il should be ii ison ibly cleat (hit time 
ate seseial aspects lelating to siiiiigies 
poheiis ss stems (and even opeiational pi in 
lime and dtv.ision making mvolsme le 
tisities which are ul such niagniiudi oi it 
solsi such risks that ihev h.isi 'inph nion 
toi loin ii*m hnith aii<l uiees> ol th 
lilt i|nsil wlinh u nnol be d( mliilis d 
In such situ nil II It IS lien tli it the ( 
stiaiii.ie and polns aspextsot organisational 
luiniionmy need to be centralised Ihe 
maiiagciial dimensions which will biiut 
dcccntialiscd operational decision niakiin, 
with einirvylised stiategs and policy loimiili 
lion and implinu illation aie 
(a) Mutuallv agieid tatget setting both 
lot lituncial md opetittonal perlormaiiee 


(b) PrrfwmatKc ireporiing in rei4tk>n to 
taiTjets both tor the period urtd« neview as 
well as the cumulative period fiom the 
beginning ol the operational plan or budget, 
(i) Data lelating critical vaitables and 
lelatcd ■■lieetiseness indieatnis (e g, average 
time taken to tespond lo customer com 
islamts and sstem faults waiting period for 
applii moil I rr new line lesponse time lor 
opeTaiiiMial siiviees piovided, dunk call 
maiuinv i lu, idh I’CO p.iiintage, settle 
ment time hn dispuli d billv eit) and 
(d) IVnmlii pir oiul mietings and discus 
sums lot two sv,iv niloimalum shaiiiig and 
bulling ,1' well as idmiifis mon ol alter 
nitivi' loi shuts in eiiriml policies and 
pio idnies 

I II loiKi pt ol III unibttlla bolding com 
pin md tiiioi onion n vioii il corpora 
non iiieiihni I I'l i pies lothe unsubsian 
tuileil iiul oiiiiwh It niaiional assiinipiions 
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iiviiiiss III 1 utsiiiisii lee based 
ojiei moil 
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I n III te'inn ml loti n in I sueies 
I ihtw iiioiii i illii I'ltm md ini,iliniin 
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I on eon pi iin ' piiiilious ic'-ishilioi 

III n insi iisM Ml mil lomiiniiie Itu ti pin 
hi ms pun ipi '.iMlv- Mini ol ih pm s and 
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i|ii piiun III I 1 itini Immiipowei 
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n II 1 iloniih li>nn >1 tin iiiietuie 
di I 1 I I i sill It III I till/lur/'osi 

• q III Ml Ml II 1 q II SI I ' h IS fu sn 

I sieiil I I mil mi > m i Khili iboul 

lilt o' igii il s lies like pill itisiniMi sii u> 

ji iinniiiii dipii'iniiit b iJ ( puanons 

Mill in III iceiii nl eoiieipts stieh is edi 
M ills inon usus deii nlraln ilion 

II one aeeepis the pitimsi that the ttleiom 
Opel ilions III e sentiaflv niiiiii to provide 
lommnnii ition seniei Inluvtimiiis loi pur 

I (w s ul eomimmuation bitwten point A 
t 1 iin H most etteetiselv at ifit best 

lonoiiii cost in the eoiiie’si ol customer 

II (d lirtmhlits nmiiiM tic itisnotefear 

s III mill I III holdinv tompmv provides 
Itu leqmieil le poiist Oil( must ask Ihe 
•oilowingqiie turn whii hare the organisa 
'lonil sti iitgiis which telecom operations 
musi adopt m the unique foemonaf and 
uisiomir luid eonttvts to stiffs different 
eiistunu vigment imds’ f hiv is the baste 
ra/Mwrfi/n for tek com opi ration fnmeh 
an event if this eustomu gi up sp'lifK 
siitii'ies im te iduitifi d lolloving 
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t^eeiuik rcoonunescUtioM of Alffed 
^•ndl«r—(h« ttrueture should be design¬ 
ed so as to ensure that it becomes an eftec- 
t)ve tool for implementing the chosen 
strategies While it is not feasible to iden¬ 
tify such strategies in relation to telecom 
operations in any significant detail in this 
paper ssithout a detailed exploration of the 
variables which underpin such strategies, it 
IS possible to identify the broad-order ob¬ 
jectives which need to be achieved by such 
stiaugics I liese aic 

(a) Availability ol telecom service- both 
by wav ol local and tiunk services m a 
free and abundant measure he it at the 
customers’ home or oflice or in public call 
offii es at airpoii or other such public places. 

(b) The lime taken to locate and com 
munivalc with the icspondtni party, 

(c) Quality of service in terms of speed 
ol seivKc, and ilaiiiv and ease of 
communication 

(d) I he economic puct loi such services 
consistenl with (he cosi ol rendering such 
services on the one hand the benclit derived 
by ihecustomer from such s< ivices(depen 
dent on the duration of the call time ol the 
dav, when the call is made, logistics ot 
transmission of the calf distance of destma 
tioiis involved etc) on the oihtr 

(e) Variety in tciniv ol ervicev provided 
to levpond lo (he disiiiictivL nccclv of the 
eusiomei kccpi igmviess the manner mode, 
timing proec ‘ ol comuiuiui aiioii adopted 
by the cuvicmici and 

(0 I vpeditiouv rest on c ic> the j> oblemv 
encountered mi terms ol •uru iioniut of the 
eUitomers lacihtiev irmsmi sion, «spouses 
from the cveh mj,t piohicms ol locating the 
called pans billiug, ,v.iilcineiii of claims 
(ineludim excess bilhnf) ci 

ll was Kasmoud ( ous and Steve Starr 
who III ihcii pa h bi» iking book on 
organisational design toi mirkcting diivcn 
and service h iscd oij anis iiioiis pointed out 
that th( Miiiclurc (>i suci coiporations 
shcmld not oiils be related to prcividmg the 
most cllcctive and eilicieiu service but 
should be ditlereiilialcd ii terms ol customer 
segiiu iitaiion sue h as the ci/e ol operalions 
of theciislonicr mill value ot transactioiu 
disiiiKtivt needs ol tlu buyer in relation to 
his operalions, specialised customei needs 
recjuired to be served tic C orev and Stan 
illustiated then pioposition by mans 
examples suih as IBM defying orgamsa 
tionai wisdom and structuiing their upeia 
tions neither accoidmg to the haidware 
categoi ICS or software classil icutions, but on 
the basis of the customer gioup sought to 
be served, m stiucturmg its orgamsation 
The net result was leat IBM divisions follow 
such unusual structural modules (oi profit 
centre based operating divisions) as govern 
ment operations education and scientific in 
stitutions, business coiporations, 
individuals etc 

The authoi and his colleague ishwar 
Dayal i|sed —while they were at the Indian 
Institute of Management, Ahmedabad—a 
similar model for restructuring the very large 


Opentioiu of the State Bi^ of tudte at the 
time of the transition to social banking by 
moving from a deposit-and-loan based 
structure or domesuc or international 
operation based structure to a customei 
group structure related to five distinct 
categories ol hank customers, i e 

(a) Personal banking customer, 

(b) Commeicial and institutional 
customers, 

(c) Agricultural banking customers, 

(e) Small industries and small business 
customers and 

(d) Intel national banking customers 
However the oiganisational design pro 

blem of structuring such service enterprise 
operations i« a t omplex matter beyond meie 
ly identifying customer groups It is also 
required to idcniity both on consideiation 
of strategic and policy control as well as on 
economic cost and operational effective 
ness-common scivices and managerial 
functions to be assigned to the identified 
customei segment modules in the orgamsa 
iional structure The ‘eager beaver’ pro 
ponents of the cure all profit centre or 
strategic business uiiii concepts often recom 
mend with missionaiy real that all customer 
segment based profit centres niuM have the 
entire range c' services and functions such 
as accounting personnel, maintenance, 
K and D piiahast admimsiraiion under 
them individually m older to have the level 
of autonomy necessary for making such 
structures eltectivf In their view onls then 
will accountability be matched by authority 
and access to resounes Unfortunately this 
prescript toil suitcis trom an emotional hang 
up and has all the pioblems which usually 
result liom blindly believing old wives talcs 
In last neithci meehamcal decent rah'•ation 
nor loutme allocation ol services and func 
tionj an necessary unless a detailed 
examination ami analysis is earned out as 
to which scrsicis and functions are ciitical 
10 the sueee s ol that customer gioup s 
operations and ai therefore, requited lo be 
strucluralls plated within the customer 
group module I ho^t who have extensive 
experience ol designing organisational struc 
lure tor service enterprises know that the 
requirements ol uch seivices and lum lions 
vary hiigels Iney are dependent on the 
nature ot the seivice provided and the «.on 
text of the leeiuirement foi effectiveness and 
efficiency m pioviding such services Iht 
support tuneiions and services which rcxiuiie 
lo be piosided in cargo customei module m 
an airline siiu..iua ait vastly dilferent fiom 
those m a e nporate banking module m a 
bank structure In other woids there is no 
simple rule which will be universally ap 
plicabie to all service organisations either 
regarding decentralisation or allocation of 
diiectly available functions and services 
They have to be related to—as has been 
highlighted earlier he critical needs of 
Specific customer groups It is clear that m 
the leletom toniext the structure musi ad 
mit of anothei dimension, namely, the 
regulatory requirment ol a public utility ser¬ 


vice with all Its connotation about invest¬ 
ment, dispersion, tanBT, linkage with equip¬ 
ment and accessory suppliers, co-ordination 
with external agencies, particularly foreign 
governments and telecom agencies 
The Athreya Committee model does not 
at all attempt to explore these very basic and 
critical issues in relating customer serviang 
needs to organisation structure criteria 
possibly because the compulsive requirement 
of resolving the ideological debate relating 
to piivatisation and government department- 
based operations, and managerial merit of 
decentrdisation versus centralised operation 
became matters of such obsessive concern 
and anxiety that the basic assumption that 
telecom services exist primarily to serve the 
needs of the customer was perhaps never 
identified as the basic structural reference 
point It IS, therelore, natural that the fur¬ 
ther step of grouping these customers in 
terms of their distinctive needs, umt size of 
operations, specialised requirements of com¬ 
munication, requirements of newer services 
and products and transaction volume (and 
revenues) m different operational segments 
as differentiating criteria never arose 

( USTOMLR SFRVICI. BASED STRUCTURE 

If these ciiteria were in fact aprlied, it 
would immediately be apparent that three 
are basically three customer segments whose 
needs are significantly different so as to 
merit structural differentiation and accor¬ 
dingly, would need to be structurally spac¬ 
ed in the orgamsation design These are: 
(a) individual customers, (b) business 
customers, and (c) government and admini- 
sirative bodies/departmental customers. 

it IS entirely possible—and appropriate— 
to iurthei sub-divide each category of 
customers in sub-categories such as. 
(a) domestic local operations, (b) domestic 
trunk and STD operations, (c) international 
trunk operations, and (d) other services 
(including telex, fax, etc) 

There can be many structural problems— 
as IS the case with several service 
organisations—m relating such a customer 
segmentation conriguratnn to the opera¬ 
tional context There are preponderant needs 
oi combining the customer segment opera¬ 
tions in terms of common functioning, 
e g, (ommon exchanges, transmission lines 
(overhead and underground), switching hnes 
and othei services In addition, of course, 
■here are common considerations relating to 
personnel policy administration, human 
resounes development, fund raising, com¬ 
mon administrative facilities at locations, 
capital expenditure sanctions, techndogy ac¬ 
quisition, government and regulatory agency 
related relationship, etc, which would need 
to be administered and managed from a 
common organisational perspective: Vet it is 
entirely possible and necessary, to transit 
trom a purely locational structure, recom¬ 
mended by the Athreya Committee to a 
customei -based structure to opumise the ef¬ 
ficiency and effectiveness of telecom opera¬ 
tions Dramatic evidence of the need. 
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vMdy provided in March 1991 when British 
lUecom changed its oripnisational strucfuie 
.from 27 common districts serving business, 
domestic and international clients to a new 
customer-based structure which differen¬ 
tiated the 7 million lines-based business 
customers from the 18 million lines-based 
domestic customers operated with the sup¬ 
port of a worldwide network and guided and 
managed by common group headquarters 
and selected zonal offices. 

The question which will need to be 
answered in this context is what will be 
gained by a customer-market centred 
organisation. The first and foremost of these 
will of course be the homogeneity of the 
structure in terms of the common tasks of 
serving a specified group of customers, 
e g, business customers, inthvidual customers 
or .institutional/administrative customers. 
The requirements of services of these three 
groups are so widely different that by tailor¬ 
ing the structure to the customer segment, 
the understanding and insights about 
customer requirements which are so critical 
to customer servicing will emerge. This will 
lead to several other benefits such as 
specialisation, expeditious response to pro¬ 
blems and, most importantly, identification 
with the customer. Such a structure would 
then be able to deal with the operations on 
an 'entrepreneurial' basis by constantly 
endeavouring to optimise its performance. 
Such optimisation will have to be backed up 
by provision of required support function 
and services to the customer .segment struc¬ 
ture based on the test whether such support 
functions and services are truly critical foi 
the effective and efficient servicing of the 
customer group’s needs. On similar con¬ 
siderations the authority for planning, 
resource allocation and implementation of 
action plans would need to be delegated to 
the customer segment structure for respon¬ 
ding to the needs of the customer group. The 
affiliation with a specific customer group 
will also lead to a mutuality of purpose 
which is clear in its objectives and goal of 
subserving the customer group. The opera¬ 
tions would then be uncluttered by the need 
to simultaneously respond to requirements 
of other customer groups who have other 
distinctive needs, often at variance with the 
primary group of customers, and leading to 
conflicts of time and resource allocation and 
determination of priorities of managerial 
action. 

It is, however, necessary to understand 
that the effectiveness of a customer group- 
based structure is substantially dependent on 
how efficiently a common network of 
exchanges and transmission facilities meet 
the needs of all the customer divisions. This 
is indeed a complex question because such 
an operational set-up would not be struc¬ 
turally affiliated to any customer division 
and would, therefore, have to determine 
prioritiK in serving these divisions as also 
the economic costs foi providing such ser¬ 
vices. In relation to the first issue 


port to a customer division, ft woidd be im¬ 
portant to develop from the very beginning 
ground rules regarding such operational 
priorities in terms of time and resource 
allocation. Even in a functional organisation 
these ground rules are essential and are 
usually dealt with by using electronic equip¬ 
ment which are programmed to deal with 
problems of prioritisation based on instruc¬ 
tions incorporated in their memory as the 
basic logic in dealing with such prioritisa¬ 
tion problems. To give an illustration, non¬ 
linear programming models of optimisation 
between transatlantic international calls are 
swiftly handled and prioritised thanks to the 
lineal programming (LP) model logic incor¬ 
porated in their relay and switching systems. 
This has been accomplished notwithstanding 
the immense complexity involved, including 
the fact of several international telephone 
companies at different locations being in¬ 
volved a.s active participants in carrying out 
the complex task of international 
communication. 

The problem of pricing of operational ser¬ 
vices between various divisions is much more 
complex. No matter which structure is 
specified, a transfer price for operational ser¬ 
vices would have to be worked out after tak¬ 
ing into account the relative volume, dura¬ 
tion, complexity of transmission and ad¬ 
ministrative and technical support required. 
However, what has emerged reasonably 
clearly in structuring telecom operations is 
that the exchange and transmission opera¬ 
tions should not be constituted as profit cen¬ 
tres as any build-up of profit in their finan¬ 
cial and cost accounting format cannot only 
be an extremely complex task but would also 
substantially vitiate the process of rational 
decision-making. This will happen due to 
such notional profits obscuring the 
managerial economics of the transaction 
primarily because such operational profit 
would be a national amount or a shadow 
price unrelated to actual financial co.st in 
carrying out the switching and transmission 
operations. 

The questions that has to be addressed is 
that if in the Indian telecom context, a 
customer-based structure is to be adopted, 
what would be the specific dimensions of 
such an organisational design. In the first 
place, each of the three customer divi¬ 
sions would, no doubt, have a common 
regional office in the west, south, cast and 
north regions so that they could interact at 
a common opeiational level to msolve any 
problems of co-ordination. These regional 
set-ups would be the extended operational 
arm of the corporate' office for 
simultaneously providing the integrated 
organisational perspective in the differen¬ 
tiated customer-group based operational 
structure. However, the concept of tailoring 
the structure to customer needs would mean 
in practical terms that the branch organisa¬ 
tions of the three divisions need not be at 
the same location. Such locational decision 
would have to be based on the optimaj 
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sion's customert. The ipM of offemnonai 
control of the bnmehes ttf the three tfivWons 
should be determined by the dispersion of 
the customers in the specified territory or 
district. 

The operational division responsible fm 
the transmission and exchange operations 
would be basically concerned with the 
physical dimensions of the communication, 
switching and transmission operations. 
Given this specification, the need for mak¬ 
ing the changes in the location of the major 
exchanges, or transmission and reit^ stations 
maintenance divisions would not be 
significant. It is worth repeating again that 
the operations division would not be a pro¬ 
fit centre and the reference point for its per- 
foimance would be in terms of physical 
parameters of operational efficiency and ef. 
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of openttonal {itf fbnnuice wiB haw to be 
jointly agreeti uoon amt specified). 

The national headquarters or corporate 
office in this scheme would be staffed by the 
heads of activities of not only the three 
costomer divisions and the operational divi¬ 
sion, but also the functional departments 
relating to personnel, financt; planning, pro¬ 
jects, research and development, etc. While 
the corporate functional departments would 
be basically concerned with the formulation 
of their respective functional strategies, 
policies, procures and systems, the ad¬ 
ministration of sudi functional activities in 
the customer-based divisions as well as the 
operating division would essentially be ac¬ 
complished by providing functional support 
to these divisions on the basis of their 
specific requirements of such support ser¬ 
vice functions. In this scheme; the fuirctional 
managers assigned to the customer divisions 
or the operating division would be a part of 
their respective division oigamsatjons. They 
would be responsible for ensuring that the 
administration of their functions is carried 
out in relation to the division’s operations 
in conformity with the functional strategies 
and policies specified by the corporate of¬ 
fice procedures and systems. In such an 
oiganisational design, the functional 
managers in the divisions will report func¬ 
tionally to the heads of functionsd activities 
in the corporate office but be operationally 
or administratively responsible to their divi¬ 
sional managers. 

ROLE ot Tbi.EroM Commission 

This still leaves the requirements of 
organisational design of regulatory and 
policy functions regarding telecom opera 
tions open. These functions would es.sential- 
ly be per formed by the Iblecom Commis¬ 
sion in the ministry or a regulatory set-up 
in the Central government, in actual prac¬ 
tice, the Telecom Commission represents the 
government in planning, monitoring and 
guiding the operations of the National 
Telecom Corporation (referred to earlier as 
the corporate office for telecom operations) 
The Telecom Commission would also have 
the responsibility for the following: 

(a) Formulating the telecom strategy in the 
longterm; 

(b) Ensuring that operational, tech¬ 
nological. financial and personnel policies 
flowing from the longer term telecom 
strategy are also clearly formulated and 
reviewed from time-to-time to ensure that 
they are in alignment with the national needs 
of effective and efficient telecom com¬ 
munication requirements; 

(c) Ensuring the availability of equipment 
and accessories for carrying out telecom 
operations (which will include supporting 
and sponsoring the design, technology and 
manufacturing of such telecom equipment 
and accessories both in the public and in the 
private sector); 

(d) Raising resources for the longer term 


' ftuHiins needs of the Micitwitt iUecom 
Corporation; 

(e) Provitfing support to the upgradation 
and induction of techntriogies which ensure 
that telecom operations are carried out 
taking advantage of developments in 
technology and equipment which make them 
truly effective and efficient; and 
(0 Ensuring the technical and managerial 
training and development of telecom person¬ 
nel, so that both thdr operations and 
management are carried out at the highest 
level of effectiveness and efficiency. 

It will be seen that in the proposed struc¬ 
ture the role of the Telecom Commission is 
envisaged essentially as a regulatory body 
which oversees the constant development of 
telecom facilities in the country to meet the 
communication needs of its population, ad¬ 
ministration and business. TIk Commission 
will also have the longer term responsibilities 
regarding technology development, financial 
resource generation and human resources 
development which would be the pressing 
needs for the continuing effectiveness and 
viability of telecom operations. Translated 
into specific terms, the Telecom Commis¬ 
sion, representing the ministry of com¬ 
munications, would be a major (say SI per 
cent) sharehuldci in the proposed National 
Iblecom Corpoiaiion (along with individual 
investors who might wish to subscribe to the 
shares of that corporation). The "ftlecom 
Commission would also have under it fully- 
owned subsidiary corporations charged with 
the responsibility of the longer term 
organisational requirements of an effectively 
run telecom operations. These would be: 

(a) Telecom Finance Corporation; 

(b) Telecom Research and Development 
Corporation; 

(c) National Telecom Training Institute; 
and 

(d) National Telecom Planning Organi¬ 
sation 


The Tint three esgutitatioM semild he 
profit centres offering their profestiond m- 
vices to the Natitmel Iblecom CorporatioQ 
(and their respective r^onal set-ups) for • 
fee. They will act as the specialised bodies 
in their respective areas of functioning and 
would be free to provide such services to 
other telecom organisations outside the 
country, to telecom-related organisatitms in 
the public and private sectors and to carry 
out advisory and consulting activities in 
their own respective fields. _. 

The National Iblecom Planning Commis¬ 
sion would essentially be concerned with 
preparing the longer term telecom strategic 
plan which takes into account the re¬ 
quirements of the users, the operational and 
technical requirements for future telecom 
operations, the need for financial resources, 
equipment and personnel in formulating Uw 
long-term corporate plan for telecom 
operations. 

Concluding Remarks 

While the above structure is net offered 
as a panacea it needs to be seriously con¬ 
sidered as an alternative structural model 
which focuses on customer servidng as the 
key reference point for organisational design 
while recognising the distinctive needs of 
operational and requlatory planning and 
control. The debate can then shift from the 
meaningless squabble about relative merits 
of privati.sation or functioning as govern* 
ment-based corporations or as protocor- 
porations. It will also steer cler of the emo¬ 
tional debate on the merits of centralisation 
or decentralisation in operations, and pro¬ 
ceed to blend the distinctive requirements of 
customer servicing, technology-based opera¬ 
tional efficiency, and policy planning, 
monitoring and control as distinct, but 
necessary, parts ot a total organisational 
design for telecom operations. 
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S BARCLAYS BANK PLC 

BOMBAY BRANCH 

(Incorporated In the United Kingdom wldi Limited Liability) 


BALANCE SHEET AS AT 31ST MARCH, 1991 


CAPITAL AND LIAHIUTIfc.S 


Capital 

or thh R» Z.UOO.IHK) Is 

dcposiU'd with the Rrserve 
Bank ol India under 
hcciiun 11(2) uf the Rankinn 
Regulation Act. 1949 
(Included in Investments 
as per contra) 


1150,000,000.00 


Reserve Fund and Other 
Reserves 

Deposits and Other 
Accounts 

Fixed Deposits 

(i) From Banks — 

(li) From Others 72.076.B44.88 . 

Savings Bank Deposits 

Current Accounts. 

Contingency Accounts, etc 

(i) From banks 45,06H .48 

(it) From others 5,794.12748 


Borrowings from Other 
Banking Companies, Agents, 
etc 

(i) In India 

(ii) Outside India 


72,076,844 88 
.426,594 29 


5,8.49,195.86 


78.242,6.45 0.4 


l4n.(M)0.(K)0 00 


140,000.000 00 


(i) Secured 
(li) Unsecured 

Bills Payable 

Bills for Collection being Bills 
Receivable as per contra 

(i) Pajahic in India 
(it) Payable outside India 


Other UablKttes 

(I) Head Office 
(li) Others 


1.40,000,000.00 


.4,110,989.06 


14,0.45,400.00 
16,000 00 


150,.431.897 00 
6.848.IHI 98 


Canted Forwasd 



14.051.400.00 


157,180,078 98 


382,585.003.07 


PROPERTY AND ASSETS 


1. Gash 

In hand, with Reserve Bank 
uf India and State Bank 
of India (Including foreign 
currency notes) 

2. Balances with Other 
Banks 

(A) On Current Account 

(i) In India 6,774.559 05 
(It) Outside Indi a 10,480,118 56 

(B) On Deposit Accounts 
(I) In India 

(ii) Outside India 


3. Money at Call and Short Notice 

4. Idvestments (at cost) 

(i) .Securities of Central and State 
Governments and other 
Ihisicc secunlies. Including 
Tleasury Bills of the Central 
and State Govemmems 
(Market value of securities: 

Rs. 43,457,03194) 

(ii) Shares 

(ill) Debentures or Bonds 
(iv) Other Investments 
(V) Gold 


Advances 

(Other than bad and doubtful 
debts for which provision has 
been made to the satisfaaion of 
the auditors) 

(I) Loans, Cash Credits. 

Overdrafts, etc. 

(i) In India 21,816.443.06 

(li) Outside Indi a — 

(II) Bills discounted and 
purchased (excluding 
Dcasury Bills of the, 

Ccmial and Sate 
Governments) 

(I) Payable in 

India 3U20.260.I2 

(li) Payable outside 

India 76.525 02 


Catfled Forward 



4,262.836.86 



17,254.677 61 


190 . 000 . 000.00 


42.901,084.33 


21.816,443.06 


31.196,785.14 



53,013.228.20 


307,431,827.00: 


l«5a 


Bcononk Bad Mitkd tlMciy Jmea2,lfM 






















BANK PLC 


■■ BOMBAY BRANCH 

(Incorponted ia the United Kin gAmi with Limtiyd Liability) 


BALANCE SHEET AS AT 3JST MARCH, 1991 


(APITAI AND LUBIIITiFS 


Brought Forwaid 

B Acceptance*, Endonemenu and 
Other Obligation* a* per contra 

9 Contingent UabUitle* 

(1) liablUiv on aitoum of 
ouf>uiMllng lurwani txchangt 
conincn — 

(ii) I lability on bills ol exthangr 

Rdmountrd KM) (NK) IKMI00 

(ill) tiiurantcrv given on aetount 

ot cmtomirs 4 ■’48 412 00 

(Iv) (luaianttts given on aiiouni 

ot oflicers 120 S'"' (Kl 


PROPIRIS AND ASM IS 


482 S8S OOS O’ Brought Fornard 

6 Bill* Receivable being 

40 040 (PS 00 BUi» for Collection as 

per contra 
(I) Patabk in India 
(ii) Payable outside India 

7 Constituents I labilities for 
Acceptances, Endorsements and 
Other Obligations as per contra 

8 Premises less 
Depreciation 
Opening Balance 
Additions 

lass DepReiation ssritun ott 
to date 

9 Furniture and Fixtures less 
Oepreciaiion (includiim 
Vehicles and Equipment) 
Opening Halanee 
Addiiions 

less IHpnciation wriiicn oil 
to date 


10 Other Assets 

ii) sumps Sundn Adianeis 
Deposits and other Aeeounis 
cie (including ads antes and 
deposits lor premises turni 
turc and fixtun s) 

(il) Ateruid Inieirst and Subsidy 


i I Non Banking Assets Acquired 
in Satisfacticro of Claims 

12 Profit and Loss 

loss for the period iianslimd 
Irom Pnifit and Diss Account 


l»2(>’i( 8<r[ TOFAI 



40’441 827 00 


14 (I4S 4IH) (8) 
Ifttxm (Ml 


14 041 4fK> 00 


40 (I4‘) 074 00 


0 1)0 
4 280 04 1 24 


4 280 0i4 24 


2 964 419 24 


oim 

4 949 294 48 


4 949 294 48 


4’9 304 00 


4 4'’9 988 48 


i4 646 914 90 


8 099 444 46 


422 624 078 07 


See Nines attached 

Ihts IS the Balance Sheet relerted to in 

our report of even date 

Sd/ 

E 0 HiNbWAIA 
ftirtner 

for and on behalf of 
PRICF WAFFEHOIISF 
(bartered Accoununis 


FOR BARt IASS BANK PU-BOMBAY BRANCH 


N4KIIL MADHAVJI B (• D RFSNOLDS < MIDDLE10N 

linamial (onliultcr Manager Opi noons Chief Manager I 


Bombay 22nd June 1991 


BcOHomfe and MItieal 4R/Wklv liinr 22. 1991 


















(Incorporated in the United Kinylom with United UafaUitf) 


PROFIT AND LOSS ACCOUNT FOR THE PERIOD 8TH OCTOBER, 1990 TO 3iST MARCH. 1991 


FXPFNDirilRF 

Hh P 

INCOME 

(Less Prosision made during the jew for 
bad and doubtful debts and other usual or 
necessary provisions) 

Rs P 

I Inttasi paid on deposits borrowings etc 

b ))7 )42 04 

1 Inieresi and diseuuni 

14 814 458 89 

2 Salaries allowances Pros idem lund 


2 (ommisstim exchange and brokerage 

1 248 614 49 

ett 

4 79) 818 8) 





4 Rents 

— 

) OlKctots and local (ommitttt Members 




fees and allowances 

... 

4 Net Prolil on salt of investments gold and 




silver land premises and other assets (not 


4 Rent taxes insurance lighting etc 

2 052 419 )7 

credited lo Reserves or anv particular 1 und 




or Account) 

154 764 08 

5 Law (harges 

1 008 957 00 





5 Net pnitil on revaluation ol investments 


6 Pusugc It Icgrams and stamps 

1 )95 928 40 

gold and silver land premises and other 




assets (not endued to Reserves evi am 


7 Audit fees 

20 000 00 

particular Fund or Account) 

— 

8 Depreciation on and repairs to the banking 


6 Income from non banking assets and profit 


lompaii) s property 

5 401 161 80 

from salt of or dealing with such assets 

— 

9 SMtlonery pnnting advertisement etc 

802 492 75 

7 Other reeripis 

(HXIOO 

10 Loss from salt of or dealing with 


8 Loss 

8 099 454 56 

nun banking asserts 

— 



II Other expenditure 

2 271 9^ 



RiIAl 

24 )lb 292 02 

I01AI 

24 416 292 02 


Nous Muchcd 

This IS iht Profit & Uiss Aiioum rttcrud to in our Rtpuri ot tvin dale 


R 0 HINOWAIA 
Partntr 


Sd/ 

for and on behalf ut 
PRIfI WATIRHOUSP 
i. hanried Accountants 

Bombay 2Jlnd June 1991 


FOR BARf 1AY& BANK PIT -BOMBAY 


Sd/ 

NAKl I MADHAVII 
Finimial ControIUr 


Sd/ 

BOD RFYNOinS 
Manamer Openilions 


BRANCH 

Sd/ 

f MIDDLFTDN 
( hief Manager India 


Notea tonnlmi Pan of the Accounts for 

1 1 he btaiKhsns formally opened to ihepublii on Bib October 1990 and 
hence there air no flguies pertaining lo the pirvloui year 

2 Infiaatructuial cxpendiniic towaida aetting up of the branch aniounied to 
Rs 14 077 5)8 89 of this an amoum of Rs 7 886 107 09 Incurred during 
the period from 16ch June 1989 to 8lh CVtober 1990 has been ihained 
10 the Profit and Lou Account for the period ended Slat March 1991 The 
balance amount of Ra 61914)1 80 hu been capitalised 

) No piuvlsion for taaailon liu been made as the taxable Income is nil 

4 Principal Accounting PoDHes 
Geneial 

(a) The accompanying financial statements have been prepared on the 
hiMorkal cost basis and conftirm to the statutory provisions and piac 
liccs prevailing In tlw country 

(b) nantactlons involving ftmlgn eam a n gr 5 

(I) Monetary aaseu and Uahlwiea have been tianslaied at the cachange 

me prevailing at the dose of the year Non monetary asseu have 
been carried in the books at the coouaettd tales 
(U) incorae and expcndItiiR Items have been translMed at the exchange 
naes ruling on the date ot nansactlon 


the Period ended 31at March 1991 

(t) Investmens 

Invcsimenui in (lovcmmmt and ocher approved securities In India an 
valued at cost 
(d) Advances 

Advances have been stated net of Bills re-dlscounied 

(c) Fixed Assets 

(I) Premises and other Raed assets have been accounted for at their 
historical cost 

(II) Depredation has been provided for on the ttnighl Rite meilMMl at 
the lates spedfled by Head Office In respect of subsequent hddl- 
tlona depmlailoo » provided for the rekvam quarter In wWch the 
additions an made 

(f) Staff beneflis 

Contribution to the Ciatully Fund (pendliig approval of the 
autboritlea) hn been madr as per actuhrial valuation report 
Remunemtlon paid to the Chief M a nq iei ; Imfla Ra 

from Btb Ocwhei; 1990 to )ltl March 1991 
(1) Salary, bonus and aUtroances 217,6)9 

(8) forquhlKs evaluated In accoidancc with 

the Income Iha Rules 90.707 

2M,)46 


tSS2 


BGOw>aiicRadMitiGRlltekl]r lwRi«lM 


















BANK PLC 

BOMBAY BRANCH 

(Incorporated In the United Klnsdom witibi Limited LiaUUty) 

SCHEDULE OF PARTICULARS OF ADVANCES REQUIRED BY THE BANKING 
REGULATION ACT, 1949 (ACT X OF 1949) ANNEXED TO AND FORMING PART 
OF THE BALANCE SHEET AS AT 31ST MARCH, 1991 


PARTICULARS 

1-- 

Rs P 

MRTICUURS 

Rs R 

(I) Debts considered good in respect of which 

i 

(v) Debts due by the direaors or officers of the 


the banking company is fully secured 

— 

banking company or any of them either 


(II) Debts considered goixl which the banking 


severally or lointly with any other persons 

153.396.08 

company holds no other security than the 


(Vi) Debts due by comp-anics or firms in which 


debtors personal security 

229 921 10 

the dirertors of the banking company are In- 


(ill) Debts considered giKxl. secured by the 


terested as directors, partners or managing 


personal liabilities of one or more parties in 


agents or, in the case of private companies. 


addition to the personal security of the 


as members 


debtors 

5 2.783, Mr 10 

(vii) Maximum total amount of advances, in- 


(iv) Debts considered doubtful or bad, not 


eluding temporary advances made at any 


provided for 


tunc during the year to direaois or 
managers or ofllceis of the banking com¬ 
pany or any of them either severally or 
jointly with any other persons 

157.086.08 



(vlii) Maximum total amoum of advances. 




Including temporary advances grant^ 
during the year to the companies or firms in 
which the direaors of the banking company 
are interested as direaors, partners or 
managing agents or in the case of pnvate 
companies as members 




(IX) Our from banking companies 


TtnXL 

53.013 228 20 



Auditors’ Report on the Indian Branch of Barclays Bank PLC 


under Section 30 of the Banking Regulation Act, 1949 



VU.' hj\c awiiU'd the attached Balance Sheet of the Indian Branch ui Barclays Bank PU: as at }lsi March, 1991 and the relative Profit and lOM 
Account of the Indian Branch of the Bank lor the period from Bth Oitober. 1990 to 3lM March 1991. signed by us under reference to iMa report. 
In accordance with the provisions of Section 29 of the Banking Kcgulaiion Act, 1949. read with the provisions of sub-sections (1), (2) and (9) 
of Section 211 and sub sec-tion (5) of Scaion 227 of the Companies Act. 1996, the Balance Sheet and the Profit and loss Account, together wtth 
the notes attached thereto, are not required to be and are not drawn up in accordance with Schedule VI to the Companies Act. 1956 The accounts 
are therefore, drawn up in conformity with Ftrrms "A' and "B of the Third Schedule to the Banking Regulation Act, 1949 
We report that subfcct to and read with the foregoing remarks 

(1) We have ohuined all the Information and explanations which to the best of our knowledge and belief were necessary for the purpose of 
our audit and have found them to be satis^ory. 

12; Tl)e transactions which have come to our nmice have been in our opiniun, within the powers of the Indian Branch of the Bank; 

(3) In our opinion, proper books of account as required by law have been kept by the Branch so far as appears from our examination Of Ihoie 
books maintained and prot>uced to us at Bomba)’, 

(4) The above mentioned Balance Sheet and Profit and Loss Account of the Indian Branch of the Bank dealt with by this report are In agtee mem 
with the books of account, 

(5) In our opimim and to the best of our information and according to the explanations given to us. the Balance Sheet and Profit and Loss Ac¬ 
count, together with the notes thereon, and read in particulai with Note 2, regarding infrastructural expenses, give the InfocQtation requUed 
by the Companies Aa, 1956, as amended in the manner so required for Banking Companies, and on such basis give a true and Mr view 
in the case of the Balance Sheet of the state of affairs of the Indian Branch of the Bank as at 3lsi March, 1991 and In the care of the PraAi 
and Loss Account of the loss of the Indian Branch tor the pi-riod ended on that date 

SdA 

R D. HINCWAU 
Paitna' 

Por and on behalf of 
PRICE WATERHOUSE 
Chartered Accoummia 

Bombay. 22nd june, 1991 ^ 


ISSS, 


EeWMok aad MiUciI Wnkiv lime 22. 1991 













Political Economy of Straggles for Democracy 
and Human Rights in Africa 

Yash Tandon 

Western popular and journalistic literature often ascribe the quite evident fadurt of bourgeois democracy in 
Africa to the African' tendency towards dictatorship and one-partyism, or simply tnbaiism African politiaans 
on the other hand, aigue that it is the European ‘democrats'who for a century or more smashed all existing 
pre-colonial institutions and practice^ of tribal democracy and instituted unbodied authontanan rule. Some African 
countries turned to the Soviet Union and China for a different model of democracy, only to learn that in later 
years what existed in practice was yet another variant of dictatorship For Afnca.therefore, there are no more 
models of democracy For once African masses must work out their own system of governance. 


IT IS utten torgoiltn ihai Inhn Stuart Mill 
the Idthei ot wesitrn liberal dcmotratic 
theoiy, was not in favour ot universal sut 
fragt He was against giving sots to thosi 
who were illitciats and who did not pa> 
taxes I ven amongst those who qualilicd lor 
vote should not, he argued have equal vote 
for thosi who weit better educated and 
therefore mote eapable of pulitieal 
judgment, deservtd more votes than those 
less ediieated A century and half latti Ian 
Smith of the then Rhodesia was to use the 
same argument to deny franchise to 
Afrkans By Mill's standards Ian Smith was 
a ‘liberal dcmociat’ Oi was he'’ What has 
changed - the theory or the leality' 
Iheneo classicals from Adam Smith on 
wards argued that the capitalist tree mai ket 
system maximised ‘utility' tor all, and 
everybody got his or her due as the maiket 
tended towards an equilibrium until, a hun 
dred years and a lew fiascos later, the 
English political economist Keynes showed 
that theorctieally equilibrium eouid be 
reached at any level of unemployment and 
that the utility was not automatically mas 
imised or equalised 1 he state, he argueu 
had to intervene to correct the disequilibrium 
which was the natural tendency of capitalism 
<and not equilibrium) C learly the icahty 
had changed, free competition was already 
history and Keynes was writing m a period 
when pricing in the world market was no 
longer set by competition but by the few 
monopolies who financed and controlled 
commodity production and marketing 
Bourgeois democtaey reached its highest 
theoretical peak with social democracy The 
free maiket, this theory admits, will not 
equalise utility for all, there will always be 
those who are 'disadvantaged' by the system, 
and therefore the state must intervene to pro 
vide them ‘welfare*, a chance to ‘equalise’ ac 
cess to material (and social) goods The 
Scandmaviao countries are today regarded 
as the models of ‘social democracy’ Now 
hdwewr, there are increasing complaints that 
thoaysHin encourages parasitism—the la/y 
ami the socially marginalised feeding on an 
increasingly small section of tl e active work 
mg population In Margaret Thatcher’s Bn 
tain they are reverting to ‘privatisation’ of 
the social services, away, that is, from the 
hitherto respected tenets of social 


democracy Social democracy, thus has its 
own limitations, but above all a tact of 
considerable significance for the Ihiid 
WoiId—Western social demoeiacv, let us be 
clear about this, thrives on the backs of the 
severely exploited peoples of the Third 
World Koeial democraev, in other words is 
no less imperialist than its more ‘honest’ 
liberal democratic variant 

Both thi^e variants of bouigeois demo 
eracy- liberal democracy and social 
democracy— arc paraded in Africa as 
‘models’ to emulate, but neithei ot these has 
succeeded in taking roots— and iievei will 
I ibcral bourgeois demoeiaey will not take 
roots because there is no African bourgeoisie 
that IS sttong enough to light against im 
perialist hegemons whilst at the same time 
keep at bay the thicat of working class 
takeover where imperialist hegemony 
weakens As lor social democracy, ihtt was 
a peculiar compromise between certain ^lass 
foiecs at a certain time in Furope's industrial 
development the objective conditions tor 
which do not exist in Africa (oi, for that 
matter, in the rest of the Third World) 
s icrn popular and journalistic litcia 
turc, m then simphcitv and naivety, asenbt 
the ^ itc evident failure ot bourjtois 
democracy i, vfiica to the ‘AIncan ten 
dency towards dictatoiship and i nc 
partvism or simply to tribalism (the catch 
all root cause of all problems in Afrieal 
African politicians, on the other hand argue 
that the I uiopean democrats’ h ivt no 
moral authority to preach them about 
‘democracy’ when for a ccntuiy oi more 
what they did in Africa was to smash all cs 
istmgpre colonial institutions and piaciKcs 
of tribal dcmociacv and institute unbndled 
authontanan lule 

Some African countries tui ned to the I ast 
(the *>oviet Uiiionand ( hina) K>r a dilferent 
model of dcmociacv woikeis democracy 
At least this is what they thought ’Marxism 
Leninism' was offciing them, only to learn 
two or thice generations latei that what ex 
isted in practice in these countries at Ic'ast 
in later decades alter the socialist 
revolutions—was yet another variant of die 
tutorship, the dictatorship of state oi 
bureaucratic bourgeoisie I he awakening was 
all the more shockmi, because of its sudden 
ness and because the existing dictatorial rul 


inj cliques in these countries, forced by a 
grouiidswell of opposition from below, 
themselves acknowledged their own ‘histo¬ 
rical crimes’ Over a period of barely six 
months in 1984/^, Lastein European 
regimes fell like dominoes, and erstwhile 
‘Party loyaliits’ fell over one another in an 
indecent haste to distance themselves from 
past practices, an inward guilt transformed 
into an external witch hunt with the ‘Party* 
as the mam culprit In Hungary, for exam¬ 
ple, the ( ommunist Party committed suicide 
and was reborn, Sphinx like, is a ‘social 
demoeratir' party 

lor Africa, theicfoie, there ait no more 
models of democraev I he situation is ex 
ccllent fot once Afiitan masses must woik 
out their own systems of governance 

(Jt cnuise, African masses are not likely 
to bt allowed by powerful global ci onomic 
toices and loval political interests to think 
out then own solutions I here is too much 
at stake At the political level all the cur¬ 
rent dust blowing about one two or multi- 
paity system (and the condemnation of 
Alrican countries lor their tendency to one 
party ism) i« a nici piece ot political pro 
paganda toi the bottom line is the preset 
vation ot the capitalist system and western 
dominance of Africa Yesterday, for exam¬ 
ple, It scived f rench interests to back one- 
party rules in Africa and they were actively 
involved in smashing all opposition to one 
party rule, today it no longer serves their in 
teiest and they now talk about political 
pluralism I he preservation of western 
hegemony is a shared value of all the ruling 
oligarchies of the West, no matter whether 
the party in power is ‘liberal’ democratic or 
social’ democratic What is not politically 
acceptable to them is for the masses in 
Africa to seize power and control their 
economies this is the single biggest obstacle 
to democracy in Africa The collapse of 
workers’ democracies’ in bastern Europe 
has added grist to the mills of bourgeois 
democrats of all hues The only game in 
to n they say, is free market capitalist 
democracy 

This essay argues that democratic rights 
are nevci conceded from on lop by the rul¬ 
ing oligarchies, that they are always won by 
the oppressed ar^d exploited people them¬ 
selves as a result of intense strug^ against 









fildl thit OMeibWtiie 
only MMie for the Aftfcm aiMiei to eqMnd 
thdr tfemocntic ligbti (becatue by Mcurins 
political independence fiom coimiai rule 
they have already won partial rights) is to 
ctMitinue in their opposition to the present 
capitalist rule in thdr countries. However, 
there are obstacles on the way, not insur¬ 
mountable in the long run, though in the 
short run quite formidable. 

DEMOCRATIC Rights as a DiAtEcncAt 
Outcome of Peoples’ Struggles 

There is a debate going on, initiated in 
Africa first but now joined in by scholars 
and human rights activists in the West, as 
to whether it is correct for western nations 
to make judgments on the character of the 
regimes in Africa on the basis of western 
value systems. Those who say it is not cor¬ 
rect to do so argue that Africans can be 
understood only within their own cultured 
context, and therefore judgments about 
Africa derived from western values are apt 
to be at least misleading if not downright 
dangerous and chauvinistic The opposite is 
argued by those who say that there are cer¬ 
tain principles that are universal by which 
to evaluate the performance of governments 
in relation to their populations, and 
therefore all deviations from these principles 
must be universally condemned. 

Like all debates on such fundamental 
philosophical issues a simplistic rendering 
of the alternative perspectives robs reality of 
Its complexity and contradictoriness. The 
debate becomes all the more obscure because 
of political undercurrents. 

In the rejection by African democrats and 
human rights activists of ‘Western’ values 
there IS an anti-imperialist undercurrent. It 
IS part of the rejection of the dominance of 
the west over Africa. The same argument— 
I e, that Africans must be judged by their 
own value systems—m the hands of Western 
democrats and human rights activists, 
however, becomes a patronising deference to 
violations of human rights by Africans as 
if to .say that African actions must be judg¬ 
ed by a ‘lower’ standard of morality 
Africans fi'id this patronising attitude highly 
obiectionabic. Torture or the taking of 
human life pains African conscience as 
much as it dues a Western heart. The fact 
that there is mure torture and killing in 
Africa than say in Western Europe is a 
reflection of the historical and current 
economic and political realities of the two 
continents (and a reflection, in fact, of the 
historical relations between the two con¬ 
tinents), and not a reflection of the implied 
'lower' standard of African morality. 

To be sure, every society has its own value 
systems, but to lapse into cultural relativism 
as an excuse for condoning violations of 
human rights and detractions from demo¬ 
cracy is dangerous and unacceptable. 

in ail this philosophical muddle amidst 
a dynamic and contradictory reality, what 
is at least clear is that throughout hh ory 


the lower classes hme never R tingle 
dtniocraiic right (the right to vote, the ri^ 
to organise into a trade union, the right to 
form a political party, the right to free ex¬ 
pression, the right for their children to 
education, and so on) without intense strug¬ 
gle on the part of the oppressed and ex¬ 
ploited peoples. Western scholars and 
human rights activists sometimes forget their 
own history. They think that these rights, 
having been won in the west by their strug¬ 
gling masses, can now W *panchuted’ on 
to the soil of Africa without the African 
masses having to struggle for them. 

The ‘liberal relativists’ amongst them 
apply variations of the theory of cultural 
relativism to palronisingiy ‘explain* African 
detractions from democracy and civil liber¬ 
ties; the ‘universalists’ stubbornly cling to 
western models of democracy and the theory 
that “rights are inherent in the individual”— 
a 'natural rights’ theory—to make one-sided 
and abstract (i c, out of context) judgments 
on African political realities. Contemporary 
organisations like the Amnesty International 
and the recently founded 'World Watch’ and 
‘Africa Watch’ are examples of ‘universalists’ 
who are judgmental about the Third World 
but who arc silent about violations of 
human rights by the First World. 

Both the liberal relativists and the univer¬ 
salists in the west are guilty of two ‘crimes’. 
First they are guilty of forgetting their own 
history, and of failing to draw the right con¬ 
clusion from It, namely, that democratic 
rights are won through struggle and not 
‘given’ or ‘parachuted’ from outside. The 
second crime is that they abstract African 
reality from its total historical and economic 
context; they myopically concentrate on the 
‘current afiairs’ journalistic perspective thus 
losing the historical perspective, and they 
focus purely on the political rights (freedom 
of speech, etc) leaving out the economic 
rights (right, in particular, to a just reward 
for labour). 

No ‘Amnesty International’ existed 
challenging the rule by Europe over Africa 
as a violation of the ‘inherent’ rights of 
nations to political independence. Every inch 
pf the way, from the diplomatic fora of the 
League of Nations and the United Nations 
to the battlefields of Algeria and Kenya, the 
people had to fight for these tights which 
were only poM facto recognised by the im¬ 
perialist poweis as ‘inherent’ in colonial 
peoples. 

Political independence of Africa was not 
a gift from heaven. It was an outcome of 
struggle, although the intensity of the strug¬ 
gle and the degree to which it penetrated to 
the levels ot the lower classes varied from 
country to country and from time to time. 
For example. i<>r .1 lertain period in Kenya 
(in the IWs) th. s- .gj le was extremely in¬ 
tense and involves < 1 . < amounted to par¬ 
tial iiisurrectioii I a ..vtion of the lowei 
peasantry t'hc (-ir-i iiv> Ficedom Army of 
the Mau ffau), whiUi i. other countries 
(such as in .wighbouring Ugantta) the strug¬ 
gle, though inten.se. was less violent. 


In the lucr yenn of the itruo^e hR hp ' 
dependence, the imperinliit powen beeane ' 
even more stringent in conceding in¬ 
dependence than during the I950i a^ the 
1960s. We are talking him of the Southern 
African countries. Tins was largely because 
of the presence of the white settler com¬ 
munities in these countries (wMdi inttodno- 
ed the racial factor into the equation, thus I 
complicating the responses of tte imperialiit 
powers), and the petxxived strati totemts 
of the United Sutes still Fighting the Void ! 
war' in Africa against the threat of Soviet 
penetration. Because of the presence of the 
whites it was necessary to find a settlement 
that accommodated the interests of the 
whites with those of African nationalism. 

The Lancaster House Settlement of Zina- 
babwe negotiated in 1980 was the classicti 
test case. In addition to ‘solving’ a proUem j 
which agitated both imperialism and the 
nationalists and which delayed Zimbabwe 
independence for nearly two decades, the 
Lancaster Settlement provided a formula 
which was later ‘successfully’ applied to 
Namibia, and which is being ‘worked out’ 
in relation to the priu nation—Soudi 
Africa. 

Negotiated settlements, even those that 
came after years of bush war, were an ac¬ 
commodation between * the conflicting 
demands ol nationalism and imperialism. 

In practically every case, the African petty 
bourgeois classes that expressed the na¬ 
tionalist sentiments of the masses, s|riit 
along tribal or religious or regional lines, 
and the colonial powers offered their ‘media¬ 
tion’ 10 patch up these differences to put fai 
power a rough-and-ready alliance of petty 
bourgeois factions who, with the backing of 
‘development aid’ or even standing colonial 
armies (as mainly in Francophone Africa), 
continued to maintain the system of im¬ 
perialist exploitation of the lower classes. 
Those who did not fail in line (for various 
reasons), such as Nkrumah and Lumumba, 
were couped or killed. 

What we have witnessed in Africa ovet the 
last thirty yeais (that is since 1957 when the 
first black African country got its in¬ 
dependence from colonial rule) are different 
(sometimes apparently ‘progressive’, some¬ 
times utterly retrogressive) forms of neo 
colonial petty bourgeois ‘democracies' aris 
ing out of forced and partial responses to 
demands from the lower classes—the work¬ 
ing classes. 

1'he demands from the lower classes have 
been incessant (without let-up even for a 
single day), and remarkably consistent and 
almost unchanging in content (e g, demands 
for food and slielter, demand for employ¬ 
ment, for land reform, for better prices for 
crops and lower pnccs for consumer goods 
at the economic level, and, at the pollticai 
level, rights to participation in national 
policy making) throughout the period since 
the imposition of colonialism. The colonial 
powers themselves were either rigidly 
unresponsive (especially the weaker colonial 
powers such as frugal) or partiaily respon- 
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demands. Even witluriiose which were par* 
daily responsive, their efforts all the time, 
htnwwer, were to ensure that the concessions 
were made to the lower classes only when 
there was very little choice left, and even then 
to make as little concession as possible in 
order to maintain the system of exploitation 
which is what brought them to Africa in the 
first place. That situation continues to 
prevail in post-colonial Africa. There is an 
intense struggle between on the one hand the 
masses who desire democratic freedoms and 
economic justice, and on the other hand 
international corporate capital whose only 
Interest is profit, notwithstanding clever 
public relations exercises to camouflage it. 

MAtNOBSIAClt to DhMOCRAC'V: 

CORPORAKKRAC V 

There is much talk these days about the 
definition of ‘development*. A lot of this 
discuvsion is purely abstract, for indeed there 
are only two definitions of development, no 
matter how differently they might be 
presented for the sake of argument. There 
is first the corporate capital’s definition of 
^^lopmcnt which is economistic and 
aimed at ‘modernising* the economies of 
Africa to fit them within the overall struc¬ 
ture of the international economy where the 
rule of capital is paramount. Any opposi¬ 
tion to this is either firmly squashed or co¬ 
opted; tor example, if there are people in the 
rural areas of Africa not yet fully integrated 
Into the ‘market economy’ then they must 
be brought within its ‘modernising* orbit, 
and if there are peasants still using their own 
local crop seeds and hand hoes, then they 
must be ‘taught* how to use tractors and the 
*^tastic' yields that can be realised 
through using the hybrids. The results of this 
strategy of ‘development* are, for the bulk 
of humanity in the Third World, disastrous, 
as we shall soon see. 

As opposed to corporate definition, the 
masses define development in terms of life 
Itself in its totality. Life is not neatly com¬ 
partmentalised into ‘economics’, ‘politics’, 
Viulture*, etc. 

Life is one whole. It has to do with the 
total well-being of humanity in harmony 
with nature. In trying to control both nature 
and man (labour) western capitalist civilisa¬ 
tion has brought resistance from both nature 
and labour, as welt as from all marginalised 
and oppressed communities in the world. 
Whilst the skies are bursting through the 
ozone layer in protest against the in¬ 
dustrialising ‘modernisation* of the capitalist 
world, at the human level the workers, the 
oppressed peasants of the Third World, the 
minority communities, the women, the 
deprived children—all of whom constitute 
the majonty of mankind—are in revolt 
against this aggressive rule of capital over 
man and nature in other words, the deftni- 
lion of development is opposition to the rule 
of capital and building parallel structures 
and institutions outside the control of 


It is important to put our viaion of this 
dialectic in such broad lernu, because only 
in these broad terms can we appreciate the 
limits to democracy in Africa. Concretely, 
the collision course between democrat? and 
corporatocracy is defined in Africa by these 
conflicting conceptions of ‘development’ 
held, on the one hand by corporatocracy and 
its chief agents, the IMF and the >^rld 
Bank, and on the other by the masses of 
Africa. 

The corporate strategy, however, is the 
dominant strategy of ‘development’ in 
Africa, as indeed in the whole world. In the 
case of Africa, the IMF/WB have designed 
African strategies over the last thirty years 
and used all the powerful tools at then com¬ 
mand, including direct pressuie from 
capitalist countries, to force African coun¬ 
tries to adopt these strategies. 

Over these 30 years these strategies have 
failed abysmally. Every time conclusive 
evidence has mounted showing the failure 
of these policies, the World Bank has shifted 
gear and introduced a new set of measures. 
In the 1960s and the first half of 1970s the 
strategy was ‘import substitution* until it was 
found that the bills for importation of pro¬ 
prietary technology and know-how (i e, 
technology and know-how owned by cor¬ 
porate capital and hence purchased at very 
high cost) was higher than the predicted sav¬ 
ings through reducing importation of finish¬ 
ed products, and one African country after 
another fell into serious indebtedness with 
the providers of capital. Then, in the latter 
pan of t970s and the decade of the 1980s 
the strategy shifted to ‘export promotion*. 
This too, we now know, is failing, although 
the WB has not given up on this yet. 

In puKuance of this strategy the IMF/WB 
have tightened their ‘adjustment* screws on 
Africa. This involves radical restructuring of 
the economy in order to remove its ‘ineffi¬ 
ciencies*. Some of these alleged inefficien¬ 
cies are; (i) low productivity of African 
labour; (li) low capitalisation of industrial 
and agricultural productipn; (iii) a low rate 
of saving and therefore of investment; (iv) a 
high demand for social service investment 
leading to reduced net inyestmeni for the 
‘productive’ sectors of the economy; (v) a 
mass consumer demand pushing for higher 
wages leading to inflatipnary pressures; 
(vi) corruption in high places; (vii) a tight 
import programme against inputs for 
modernising industry and agriculture; 
(viii) low producer priced that act as 
disincentive to agricultural production; (ix) a 
lax fi.scal and monetary policy that act as 
a disincentive to investment; and so on so 
forth. 

In line with this one-sided and econo¬ 
mistic analysis the IMF/WB have suggested 
a package of ‘reforms* to recondition the 
economies of Africa to make them ‘more ef¬ 
ficient*. The package malws extremely high 
demands for sacrifices by the people. The 
‘social cost* of the restructuring exercise is 
astronomical. Some of these costs have been 


pubBcatton. Ajjtatmmt wlHitMm m fKe 
had this to say dwut the social effiecu of 
the SAP on Third World countries; 

The analysis above has shown that among 
IMF-assisted countries improvements in cur¬ 
rent account balance were recorded in S6 per 
cent of countries in the 1980s, but in almost 
60 per cent of these countries growth 
deteriorated or did not improve in the first 
programme year, and real investment levels 
also declined or stagnated between 1980 arul 
1983 in almost 60 per cent of the countries 
with Fund-assisted programmes. With fall¬ 
ing output and, at b«t, mixed evidence about 
changes in income distribution in many 
developing countries, the number of people 
in poverty in many 'atUusting countries’ in¬ 
creased (emphasis added). 

The authors go to say: 

Alternatives must be found. The urgency of 
finding new solutions is especially pressing 
when considering the poverty-inducing qf- 
fects that the current approach tends to have; 
and the direct negative effects that some 
macro-economic policies have on the heidth 
and nutritional status of the poorest, and of 
chddren in particular, unless they are accom¬ 
panied by compensnory measures ..' (em¬ 
phasis added). 

Thus there is clear evidence that the 
IMF/WB strategies have been anti-people. 

The one ‘social cost* no one mentions is 
the pressure that the exercise in restructur¬ 
ing puts on the democratic rights of the peo¬ 
ple. It is clear that no government in Africa 
(or anywhere) can demand such enormous 
sacrifices from the masses of the people 
without setting into motion waves of 
resistance in ^mbia, for instance, there 
were food riots in the copper towns of Ndola 
and Kitwe in 1988 when the government, in 
following the restructuring eiercise at the 
behest of the IMF, raised the price of bread 
putting this necessary item out of reach of 
the bulk of the working people, leave alone 
the teeming unemploy^. Similar revolts 
(now called ‘IMF revolts’) are a frequent 
occurrence in other pans of Africa as well 
as in other places in the Third World. 

What IS the answer of. African govern¬ 
ments to these ‘IMF revolts7 Obviously, the 
governments have very few options. Tliey 
must please the IMF if they want IMFs seat 
of legitimacy which is a condition for pro¬ 
curing the capital that the IMF says these 
countries badly need for their capital-starved 
industries. On the Mher hand, they cannot 
allow anarchy in the streets and factories. 
The governments have to either displease the 
IMF or hit at the people. The threat from 
the IMF is organist and immediate (for all 
loans can be immediately stopped, as indeed 
happened in the case of Zambia in 4987) 
whereas the opposition from the people is 
disorganised and it manifests itself in the 
very long run. Therefore, governments find 
it easier, in the short run, to hh at the people 
than at the IMF. 

And this is what most African govern¬ 
ments have done. They have been forced to 
throw the burden of ‘restructuring’ on to the 
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AMUtet. Whea tite nussei haverewited they 
have been cmcked down. This luis cut deep 
into the civil liberties of the people. The 
masses find ihat the very parliaments (or na¬ 
tional assemblies) to which they have sent 
thetr elected representatives are endorsing the 
decisions ot the executives (often one-man 
presidential exCLUtives) to adopt IMF/WB 
SAPs The parliaments have thus ceased to 
be the oi^ans through which to protest at 
the governments So (he masses have no 
choice but to take to the streets Partia 
mentary democracy has given way to street 
democracy 

AlRKAN NtO-COLONIAl KbGIMLS 
IN PtlWtR 

Though the struggle for the democratic 
right to independence in Africa was broadly 
based, its outcome was not to put m power 
the lower classes but a section of the petty 
bourgeoisie—the teachers, the traders, the 
piofessionals, the educated, the ‘piogressive* 
iarmers, and the emerging businessmen 
be sure, successive regimes in indepen 
dent Africa have made some changes in the 
political landscape, bringing in new classes 
or new frai lions of the pcity bourgeois 
classes, and significantly the army in many 
cases into positions to exercise power but 
these ovLiall have not changed the econo 
mil landsijpc It ansihing the inipiriahst 
control over tht cionomics ol Afiica has in 
enased though the loinisns arhich this con 
trol IS now isiii iscd iii no longer what thes 
used to be III ih< 1960, and 1970s Instead 
of dircci loniiol tscici > i1 thtonsh ovsnci 
ship ot asset. III the legal hiisi the control 
niLchdinsni aic mote viiicd and moic 
subtle managciiKiit contidit' tniikamg 
dells ,.ontiols through icchnulog) aid 
know how and so on 

1 he iico colonial regimes which speak in 
the name ot the pieiple as a whole m<iv in 
some eases be eeiliel into powei through 
dills held wisii ni style eleelions, oi they inav 
have been usheied in |iowei thtough military 
coups I he elil (eieiiec between the two way' 
ol coining lo p iwe i is imporiani lor Atrkan 
dtmoeiatsI lU'i mom view accept thefu'i 
with all Its weaknesses and ic|cet the second 
Rut what IS important at I his pomi of the 
discussion IS tliai as long as tlic economic 
rcdliiv icmams neo eoloniai Kith kinds of 
agimcs obicciisi 1, sersi.c inipcrialisni and 
the extent to which ih< masses win demo 
cratic rights and economic well being can 
onlv be a icsuli of their struggles fiom 
below 

1 here aic, (or sure, differences bctwc*en 
one African regime and anolhei But, m 
general, lecent history shows that African 
petty bourgeois regimes are prepared to be 
even more ruthless and brutal than the col 
onial governments they replaced Whereas 
the stronger colonial powers (such as Britain 
and France) could afford to make conces 
sions here and there without effecting their 
overall strategic and economic interests, the 
petty bourgeois regimes that have come to 


power since independenee have very tetle 
maigin of manoeuvre Why7 

Because, speaking in a general way, the 
petty bourgeois class owns nothing Its 
‘ownership’ of property, such as it is, is only 
as a servicing arm of mtematicmal corporate 
capital It services imperialism while it 
whines for a bigger share. Since it cannot 
accumulate private praperty for capitalist 
reproduction on its own beMf, it accumu¬ 
lates personal wealth for consumption 

The petty bourgeoisie are also the most 
insecure class in history They either hide 
behind a stronger force that protects their 
petty interests (as m developed countries of 
the West) or. if put mto the seat of govern 
mcni (as in African countnes), ttey try (with 
varying degrees of success) to monopolise 
all instruments of state power in their ‘petty’ 
(but dangerous) hands, as well as to control 
all avenues of spc-ech, information and even 
of thought and ideology in their shallow, 
narrow and short sighted petty bourgeois 
minds 

If they lose power they lose all Members 
of this ‘governing class’ could, overnight, 
loH all the personal wealth they might have 
accumulated through ill means, they could 
land themselves in jail, or they could if 
luckv, escape into exile, and live to fight for 
coming back to power, or, finally, dissolve 
into obscuriis The petty bourgeois dictators 
ol the ‘ I hud World" arc a pathetic lot— 
you can take your pick from "bmperor" 
Bokassa to the ‘puppet’ Marcos—the range 
in between and at both extremes is varied 
and eolourtul 

icailulls insecuie as they are, especially 
when they are in the seat of powei, the pcitv 
bourgeois classes show their limidily— 
cst>cciall\ when forced in a tight corner— 
thiough excicising the instruments of power 
with the utmost ruthlessness not only against 
the lower elasses but also amongst one 
another I his explains why the incidenee of 
violation of human rights have inlensilicd 
in almost cvcis Atiican country bareh a lew 
years after Ihc yarning of political indepen 
dcncc The Amnesty International has amply 
documented the continuous devaluation of 
human rtghis m Africa 

Insccurits about losing power breeds fear 
I car leads lo intolerance towards all opposi 
tion wheihei it comes from political par 
tics in oppo II ion or to woikeis organising 
into independent trade unions, or students 
daimg to chalk nge the ,acred shibboleths 
ol. in most cases, one party rules The petty 
bourgeoisie an really the ^eigency regimes’ 
(ic those who use arbitrary and emeigency 
regulaiioiis) le fi behind bv enlonial powers, 
and ihev use slate aulhoniv veiih even greater 
cruditv and lesser inhibiiions The monopoly 
of power that the petty bourgeoisie wani to 
exercise does not allow for any aliernalivc 
voice to appear independent of control by 
those in powei 

The question might be raised as to 
whether we aic iiui being loo cymcai, rashly 
judgmental and uncanngly sweeping in our 
blanket condemnation of Afiican regimes^ 


Aren't there tome governmeiitt better than 
others? Is it not too umple • generalisation 

10 describe ail regimes in Africa as ‘petty 
bourgeois’^ Haven’t changes come about m 
the class composition of those in power over 
the last 20 or 30 years of independence? 
Have not new classes come mtotlM proceia 
of decisioa-inakmg? Haven’t some oW 
classes died away (e g, a feudal iandeil 
gentry) giving place to new classes? 

It IS a hallmark of academic scholarship 
to create classes where none exists or where 
some exist only as a shadow of thrir former 
historical selves Such is the case, for exam¬ 
ple, with the so-called ‘landed oligaichy’, or 
‘the modernising elite’ or *the refornutl 
bourgeoisie’ 

There is no so-called ‘reformist bour¬ 
geoisie!—whatever that means—in Afnca. If 
It means a bourgeoisie that aims to ‘moder¬ 
nise* the economy to bring it more m line 
with contemporary western models, then 
such a ‘bourgeois!^ does exist but it is not 
‘reformist’ in any real sense, for whatever 
‘reforms' they have introduced (a ‘democra¬ 
tic reform’ here and a ‘liberalised economy* 
there) IS in order to accommodate pressure 
from the grassroots since thar objective mis¬ 
sion (no matter how carefully disguised) it 
to restructure or rearrange the pohtiod 
alliances to make the masses even more 
subservient to the rule of corporare capital. 
It IS often forgotten that the secular move¬ 
ment of contemporary history is not the 
creation of ‘national’ capital (and thus of 
a ‘national’ bourgeoisie*) but of centralisa¬ 
tion of capital into the hands of ever larger 
and ever fewer international agencies of 
private corporate interests—mostly 
American, European and lapanese. 

As for ‘landed oligarchy’ this one does not 
exist m Africa either If it does in caricatures 

11 IS a mere shadow of its pre colonial past 
long shorn of its power and glory in the ser¬ 
vice ot the colonial slate and the economyi 
The bourgeoisie’ on land is ‘landed’ all 
right, (that is, by definition—i e. they exist 
‘on ianif), but it is not part ol the ruling 
‘oligarchy* Those on land, rich or poor, are 
ail at the mercy of industrial and bank 
capital to whom thev have mortgaged tbeir 
land, fheir ciops, cattle, and their lives 

Desperate scholarship has always sought 
to discover ‘new classes’ and new ‘class 
alliances’ to justify their PhDs and research 
grants But all they have ended up with are 
‘discoveries’ ot new tribal affiliations m a 
pattern of changing alliances, or new ‘frac¬ 
tions’ of the petty bourgeoisie now in avilian 
attire, now military So the only ‘new* dassei 
that have ushered themselves into the seat 
oi dcctsion-making are soaal groups belong¬ 
ing 'o the same petty bouigeois classes. 
These, to give but a few prominent examples, 
are 

(a) An increasing bureaucracy in the top 
echelons of the state 

(b) A professional elite 

(c) A military elite ^ 

(d) A comprador business class 

Excluded from these deasioa-makint. 
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tMitt sinictutcs kave beeit: 

(a) A petty bourgeois ‘nationalist* busi¬ 
ness class 

(b) An increasing number of unemployed 
collie graduates 

(c) Masses of the unemployed in the rural 
and urban areas 

(d) The lower ranks of the military 

(e) Women (except the wives of those in 
power) 

(0 The poor and middle peasantry 

(g) The working classes in all sectors of 
the economy—agricultuial, industrial and 
service 

V/e have found that even the petty bour¬ 
geois nationalist business class, though a 
part of the independence ‘accommodation’ 
is now increasingly marginalised The so- 
called ‘emergent’ African businessmen have 
remained submerged as governments and in¬ 
ternational credit institutions have tried— 
and failed—to lift them up fiom their 
morass of debt and extended family obliga 
tions Unhke other parts ot the Fhird World, 
the African urban propertied class was never 
allowed during the colonial period to 
develop It was always either the Indians (as 
in East Afnca) or the Lebanese (as in West 
Africa) or the whites and Indians (as in 
Southern Afnca) who were encouraged to 
occupy middle positions in the transmission 
Mts Imking the African peasant, miner and 
^rker with corporate power m Europe So 
the African businessman has never really 
emerged as a strong economic or political 
force It IS the institutions of the state and 
the professions which hold better hopes for 
the African petty bourgeoisie to' accumulate 
personal wealth rather than the world of 
business (barring a few exceptions here and 
there, of course) 

Above all, the only classes which can 
bhng about a fundamental change in the 
whole political and economic system— 
namely, the landed and industrial working 
classes—have not participated in policy¬ 
making anywhere in Atrica In some cases, 
such as in Burkina Faso under Senkara, m 
Ghana under Jerry Rawlings and in Uganda 
under Museveni, certain populist regimes 
claimed (or claim) to speak on behalf of the 
people and to have transferred decision¬ 
making powers to the ‘grassroots’, but a close 
scrutiny ot these would show not only that 
what was transferred to the grassroots was 
insubstantial but also that they were used to 
prolong and camouflage the continuing ex¬ 
ploitation of the peasantry and the workers 
by international corporate capital In no 
country in Africa does the IMF fly its ban¬ 
ners higher than in Ghana today 

if we appear to be summarily dismissing 
the petty bourgeois regimes in Atrica, it is 
because, after over a generation of inde 
pendence of most of Afri(;a, there is very 
little to show by way of the masses enjoying 
even bourgeois democratic rights, and the 
right to a decent meal and a sale shelter 

The petty bourgeoisie arc the class caught 
between on the one hand the big bourgeoisie 
(international corporate capital) and on the 


other hand the working iflancs. Th^ ruk 
by scraping and bowing before the first and 
hitting at the second. 

However, the immediate threat to petty 
bourgeois rule; at least in Africa, are not the 
working classes but other factions within 
their own class who are out of power and 
who, whilst out of power, champion the 
cause of free press, plurality of political par¬ 
ties, openness of economy and an indepen¬ 
dent judiciary and who, when in power, 
behave exactly in the manner of the ousted 
faction So the faaion that is in power shows 
no mercy to those of its class who wait in 
the wings to seize power at the first oppor¬ 
tunity—now openly known m Atrica as ‘the 
opportunists’ 

Normally, the petty bourgeoisie arc loath 
to hold elections, but they have sometimes 
to accommodate grassroots pressure for an 
occasional confirmation of hard-won inde 
pendence and loyalty to a (fragile) constitu 
tion The ruling party then first holds a 
‘party congress’ at which leaders arc chosen 
‘by acclamation’ and then brought to the 
people to be ‘elected’ 1 he key determinants 
of electoral victory are 

(a) Appeal for ethnic support, 

(b) A monopoly of state intoimaiion 
apparatus, 

(c) Willingness to gerrymander the elec 
tions and to use the ‘Party youth wingers, 
and the army, if necessary, against the 
opposition, 

(d) Populist slogans and 

(e) Playing on the fears and genetal ig 
norance of the population 

Practically everywhere in Africa dissent 
IS generally not tolerated by those in power 
Or at best, the limits to tolerance are verv 
narrow There is an extremely low threshold 
for tolerance of dissent, and the reasons for 
this we have already described above, namely, 
the fear to lose power, for unlike in the fully 
developed capitalist states, when you lose 
power in Africa you lose all 

Nonetheless, two kinds of dissent may be 
identified' (a) Cntical dissent, and (b) Op 
positional dissent Critical dissent comes 
from those who have neither the intention 
nor the capaaty to challenge the government 
or to overthrow it Its intention is to in¬ 
fluence the government to make reformist 
changes in policy or practice Oppositional 
dissent, on the other hand, comes from 
those who would want to overthrow the 
government. 

But the boundaries between the twa 
however, are not always clear Those involved 
m dissent mi^ think they are being ‘helpfully 
or constructively critical’ of the government 
in order to strengthen the progressive forces 
that there may be amongst those who hold 
state power, but the state may not think it 
that way, they may think that those who are 
involved in ‘critical’ dissent may in fact be 
involved in ‘oppositional’ dissent Often 
both forms of dissent arc clamped down 
without discrimination, leading dissent to its 
thud form—underground and illegal dissent, 
or to Its fourth form—dissent in exile 


How fiMn «f« chdl tad ooti^ i^Hm 
guaranteed in such a ntuMion? 

The liberal as well as social democratic 
bourgeois tradition has it that the cinl and 
political rights are guaranteed by certam 
jealously guarded institutional means that 
have emerged out of long and bitter strug¬ 
gles of the masses against authority. These 
are the countervailing forces against ex¬ 
cessive abuse of mate power, and the;r 
include 

— constitutional proteaion of these 
liberties, 

— a free and independent press, 

— a free-thinking intellectual fraternity, 

— a free and independent trade union, 

— multi-party system, 

— an independent judiciarv, 

— periodical accountability to the voters 
through elections to the parliament, and 

— a free and independent church as an 
interpreter of alternative morality to state's 
interpretation of it 

Having listed these, we must immediately 
caution that in times of ensis the bourgeoisie 
in western ‘democracies' arc apt to abrr^aie 
or set aside some or all of these safeguards 
to individual liberties and protect what is 
dearest to the bourgeois heart bourgeois 
pioperiv And it is not just in war times onlv 
that these salcguatds are ‘set aside* Margaret 
Ihatchci (but not she alone) has shown that 
these things can be done even during pcaic 
times too 

But in Africa these ounteivailinii torees 
to state power as guaranlois ol civic libei 
lies do not exist ot are exiriinely liagili 
where they exist in some tor in and they luive 
no solid roots in sneiity 1 he colonial peiiod 
made sure that whatever iradiiiuns existed 
in the distant past were torn into shreds and 
replaced bv unchallenged authority All civil 
rights are a gilt Irom the state It can give, 
and It can take them away Those icphcas 
ot demoetatie institutions (such as the Con 
stitutioii, the parliament, the independent 
judiciary, multi party system, eic, etc) which 
were hastily assembled on the eve of inde¬ 
pendence have not acquired civic roots to 
counter against a century of colonial 
authoritarian tradition deeply embedded in 
the body politic of the Af^rican state 

However, it is not true to say, as some do, 
that there is absolutely no ‘free press’ in 
Africa There isn’t a particular kind of free 
press—a press that consistently and stead¬ 
fastly articulates the views of the lower 
classes about the nature of their oppression 
and exploitation, but some kind of ‘free 
press* does exist Theoretically, the press has 
two sources of power 

(a) The ‘rightist* press has as its source of 
power a firm footing in finance capital And 
It does, from time to time, hit at the excessive 
abuse of power by governments m Africa for 
fear that such abuse could have a destabilis¬ 
ing effect on the climate of investment and 
profit-making 

(b) A ‘leftist* press has as its source of 
power the barely audible voice of the weak 
and the disinherited Few newspapers date 
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ittMth(9iri|ioli|ilnn«M(li0ifiBiiriMd)w- 
tuab of left inctiiHUlon brii« out potodic^ 
and jounult whkb lie tolmted by tho lUte 
becauw these periodicals are gencnlly 
dismissed as being ‘academic’ or 'inteUec* 
tuaiist'. They generally have a limited drcula- 
tion, and pose no real threat to those in 
power, although, of course, the state will 
clamp down on such journals if they go 
beyond a certain threshold of tolerance 

The rightist press is found in every African 
state often owned and financed from out¬ 
side and usually championing the cause of 
‘free enterprise’ whilst condoning every in¬ 
stance of crackdown on the working classes 
daring to ask for a fair return to labour or. 
failing that, daring to withdraw their labour 
in ‘illegal’ strikes. 

In most developed countries in the West 
it is the working classes and left intdlectuais 
who form the backbone of the opposition 
to the ruling capitalist oligarchies. In Africa, 
the left intellectuals are weak and divided. 
Often they have mortgaged their integrity to 
official ‘Marxist-leninist’ or ‘socialist’ 
parties in the vain hope that they would "in¬ 
fluence the state from within”. Some of them 
are engaged in the universities or in the 
media, and play an important rote in the 
conscientisation of the broad masses of the 
students and the working classes, but their 
impact as yet in Africa (compared for in¬ 
stance, to Latin America and the Far East) 
is still marginal 

As for the working classes and the trade 
unions, they too are generally weak and 
divided. Many ol the unions and confedera¬ 
tions of unions in Africa are ideologically 
contused as a result of massive infusion of 
American trade-unionist and European 
social democratic finance, literature and 
‘workshops’ that aim at depoliticising the 
working class struggles. As for governments 
that claim to be ‘socialist’ or ‘Marxist- 
Leninist’. they attempt to put the unions 
under the umbrella of the ruling parties on 
the alleged grounds that the worken are their 
allies in ushering in the socialist millennium. 
However, whatever the political or ideolo¬ 
gical hue of the government in power, labour 
strips in Africa are generally difficult, either 
made illegal by law or made impossible by 
administrative encumbrances. The ‘fre^ 
enterprise belongs to the arena of free 
withdrawal of capital if there is inadequate 
pront, not to the arena of free withdrawal 
of labour-power if there is not a fair return 
to labour. 

Thus the trade unions, the students, the 
leftist press, the independent judiciary etc, 
are recognised either in their obsipirity or in 
their utter passivity. 

Only three ‘institutions’ have retained 
varying degrees of independence in post¬ 
independence Africa; One, the churches^ 
bedause of their international connection, 
ahhough they too are under pressure to con¬ 
form; two^ the army, itself part of the instru¬ 
ment of oppression but often able to stand 
aside from the ‘governing’ elite and threaten¬ 
ing to take power for themselves; and three; 


iMd ageats of intertHtthmat flnndW cor¬ 
porate power, which we haw discussed 
earlier. However, all these three have shown 
in practice that they scream to high heaven 
in protest against govemmenu only when 
thw own narrow interesu or narrowly con- 
Mved value systems are threatened, and they 
join authoritarian forces to clamp down on 
the working classes and radical intelligentsia 
(sometimes justified as fighting ^com¬ 
munism’) whatever the awnershq) of property 
of the big bourgeoisie is threatened. 

New Agenda of Debate 

Reality is fastidious, it confounds the best 
theoretician. The debates of the 1970s and 
the 1980s on the question of donocmey and 
development have already been outpac^ by 
events. The most destructive of past theories 
and past illusions have been the changes in 
the ^iet Union and the Eastern European 
countries. These events have destroyed, once 
and for all, the myth that socialism can be 
achieved from on top by an intellectual 
vanguard seizing state power at the behest 
and on behalf of the workers. 

The second reality is the failure of all the 
strat^es offered to Africa by Harvard-or- 
Sussex-trained so-called ‘experts in develop¬ 
ment theories’ who thought they had the 
answers to Africa’s problems in their word- 
processors. These foreign and foreign- 
trained experts simplify African reality and 
turn it into an economic abstraction. In 
September 1990, Adebayo Adedeji, the 
Executive Director of the Economic Com¬ 
mission for Africa, himself a well known 
economist and also trained in the West, 
finally came down to state the truth that 
conventional economists have misled Africa 
tor the last ihiee decades. The theories of 
the western economists have failed, and so, 
as we have seen, the practices of world in¬ 
stitutions such as the World Bank and the 
IMF who speak on behalf of international 
corporate capital. 

These events have cleared the decks of the 
reigning theories on development and 
democracy bandied about Africa for the last 
thirty years. In the mid-to-late 1980s the 
concerns of the dominant ideologists have 
shifted thrice The first shift came around 
1986-87, when the World Bank ideologists 
fimilly acknowledged that the social cost of 
the Structural Adjustment Programmes 
(SAP) was very high, and that something 
had to be done to mitigate its effects. The 
second shift came a couple of years later 
wheri the WB and many other donor agen¬ 
cies decided that the so-called non-govern¬ 
mental organisations (NGOs) might be better 
agencies through which to channel aid than 
the central government agencies, though, of 
course, the latter could not be ignored. And 
the third shift came with the appearance in 
1989 of the World Bank’s Study, Sub- 
Saharan A/rioi: Flrom Crisis to Sustainable 
Growth, which, for the first time, put the 
political aspects of ‘governance’ on the agen¬ 
da of the Wsrld Bank in addition to its con¬ 


ventional econmnie ggenda. 

Our earlier quote from the UNICEF 
Study Aetiusiment wf/Aa/ftrimm /bcetalks 
of the high ‘soda! cost’ of the Structural 
Adjustmem Programme Nornudiy, of coune 
capitalism is not concerned about ‘social 
costs’ of profit maximisation, but in the 
mid-lMQs it did look as if the masses in 
Africa were abandoning parliamentary 
methods of protest and taking to the streete 
Something threfoie had to be done to pacify 
this groundswell of political opposition. 
Hence was born the idea of *adjustroent with 
a human face’. Let the World Bank speak 
for itself: 

The Bank seeks to assist governments in 
identifying ways and means of mitigating ad¬ 
justment costs and to modify the design of 
the policy and institutional measures aixor- 
dingly. During the implementation of the 
adjustment programme, the governpiem and 
the Bank need to monitor closely any nega¬ 
tive impact of the programme on the most 
vulnerable sections of the population and 
help to develop compensatory programmes, 
targeted on the affected groups as require*^ 
(emphasis added). 

So the task of masking the ugly face of ad¬ 
justment became an urgent agenda for cor¬ 
porate capital expressing itself through the 
World Bank. 

The first major experiment at this mask¬ 
ing* was undertaken in Ghana. According to 
WB’s own reports, since the adoption of the 
Wftinduoed Economic Recovery Progra m me; 
about 75 per cent of all households in Gham 
dipped below the poverty line, and the death 
rate had risen dramatically. Ghanafs Finance 
Minister, Kwesi Botchwey, warned at the 
New York meeting of the IMF that no 
recovery programme could succeed if H 
pushed a long-suffering people into rebd- 
lion. it was lo forestall such a possibility that 
the Ghana government, at the behest of the 
IMF/WB, introduced the Programme of Ac¬ 
tions to Mitigate the Social Costs of Adjust¬ 
ment (PAMSCAD). PAMSCAD instituted 
iour sets of measures. First, food-for-work 
jobs, mainly for the urban poor; second, 
more credit for small-scale farmers and 
miners and to concerns that employ women; 
third, special funds to community self-hdp 
projects that ‘‘create employment and ad¬ 
dress the needs of vulnerable groups”; and 
finally, a ‘basic needs’ strategy thrmigh 
financing projects in water, sanitation, 
health care, nutrition and housing. Im¬ 
mediately Ghana introduced PAMSCAD, h 
received pledges of US$ 85 million ($1 
million more than it asked for) from a varie¬ 
ty of western donors and UN agencies. 

Whilst the WB was celebrating the ‘suc¬ 
cess’ of PAMSCAD and considering intro¬ 
ducing similar measures in other parts of 
hard-pressed Africa, things continiMd to 
deteriorate in Ghana. In an interview with 
the BBC, Adebayo Adedeji spoke against 
adopting the Ghana model. “You can tidce 
each of the indices in the social sector, one 
by one”, Adedeji said, “and compare Ghana 
of today with Ghana of 20 years aga It is 
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Iwt«ilwdow of what it used to btf ** This 
Sms echoed in early 1990 when Jerry Rawl> 
ina*. at the aid consortium meeting in Runs, 
•qpRSsed hn disillusioninent with R\MSCAD 
That more or less killed PAMSCAD in 
Ohana, but not yet WB’s attempt to try the 
same experiment out in another country in 
Africa, and the country chosen was Uganda 
Ih 1988, once again at the behest of the WB, 
the Uganda government introduced the Pro 
gramme for the Alleviation of Poverty and 
the Social Costs of Adjustment (PAPSC A) 
What made Uganda attractive was the ac 
claimed success of its ‘Resistance Council 
System* The system was born during the 
guerrilla days of the present ruling party in 
Uganda when it was fighting against the rule 
of Milton Obotc I his, the Rl. system, in 
lioduced a hierarchical strmture of decision 
making fiom the village level onwards to 
higher levels Whai was attractive about the 
lystem was its promise of ‘direct democracy 
W the village level Here, finally, it was said, 
was the answer to creating a developmeni 
organ that went down directly to the grass 
roots and was accountable to the people Of 
course, this experiment is going to be as 
illusory as the Ghanaian one 
The Uganda protect fitted neatly into the 
wcond shift in the Wot Id Bank strategy- 
the idea ot channelling aid through the 
NGOs Ir a 1990 publitation called A/ow the 
tUMd Bank if'orki with Non Governmental 
Orgomviiions, the Bank explained thus 
Over the Iasi generation then has been 
Significant worldwide growth ol NOOs, and 
their capacity to contribute to the develop 
ment process has expanded Meanwhile 
there is growing recognition worldwide that 
the public sector is limited in what it can do 
As societies come to terms with these limita 
tions, many look to citi/ens’ organisations 
and non profit groups to assume a greater 
role’ 

The emphasis on ‘citizens' organisations’ 
coincided with changes in Eastern Europe 
Miere too civic associations took the lead 
In challenging the domination of the old 
Mete apparatchik So it seemed a good idea 
10 use grassroots civic organisations to chan 
Maid to African countries where, above all, 
the public sector corporations were fast losing 
llieir credibility and coming under a massive 
knack from the WB and donor agencies for 
riieir inefficiencies 

The third shift in the World Bank’s 
Mraiegy came around 1989 when the Bank 
•quarely faced what it called the problem of 
^vernance’ and of accountability of 
African governments to their populations 
The ‘Cnsis to Sustainable Growth’ docu 
Ment of the WB, after having laid out some 
•f the economic measures of ‘structural 
kdjustment’ and measures to improve the 
Management necessary to improve the 
flelivery system, goes on to add 
None of these measures will go far nor will 
much external aid be forthcoming, unless 
governance in Africa impnnes Lycaders must 
become mote accountable to their peoples 
Thuisactions must become more transparent, 
and funds must be seen to be properly ad 


ministered, with audit repons made public 

and procurement procedures overhauled * 

The WB’s demand for 'good governance* 
and ‘accountability’ had since been echoed 
by many bilateral donor agencies, some of 
whom, like Britain, have come out openly 
to accuse Atncan governments of corruption 
and mismanagement 

All that IS left now for us is to explain this 
latest turn of events where you have the odd 
spectacle ol the World Bank the arch 
exploitci of African labour, preaching 
democracy 

Paradox oi Dt mcm rac v 

We argubd earliei that democracy and 
development are never ‘given’ as ‘conces 
sions* by the ruling oligarchies These are 
always fruits of sicinries won by the people 
engaged in intense struggle against these 
oligarchies What has happened in Africa 
IS that the people at the grassroots level arc 
becoming increasingly conscious politicallv 
1 hey had fought for independence but they 
have now realised that political indepen 
dcnce from colonialism was only partial vie 
tory, lor whilst it created some political space 
tor them to exercise their right to vote, long 
denied them undc' pretext that Africans 
were not ‘civilised’ enough to qualify for the 
vote, the post independence era. if anything 
has tightened the noose of neo colonialism 
even more securely round their throats 

African governments have few options As 
a class they have no property As individuals 
incapable oi accumulating private lapiiii 
they can only indulge in pervinal consiimp 
non Above all, they have very little leverage 
against the dictates of international finance 
capital at whose behest they ‘make policies' 
for economic ‘development’, now based on 
‘import substitution’, now on ‘expoit promo 
tion—in an endless cycle of illusions All the 
time, however, international corporate 
capital continues to declare massive profits 
in their annual reports Part of these pro 
fits go into the extraotdinary (and, one 
might add, foolish) forms of consumption 
of the people in the West, which ‘dirty habit' 
is now beginning to take its toll on the forests 
of Europe and the ozone layer However, 
apart from their worries about the o/one 
layer and (until the Gorbachev turnaround) 
the possibility of nuclear war, the popula 
tions in the West are almost completciv 
depoliticised, and their concerns for tin 
poverty m the T bird World is spasmodic and 
constitute an irritant to be removed from 
their TV screens by occasional handouts ot 
‘relief to the destitutes or, to use the WB 
vocabulary, the ‘vuincrables’ of Africa 

Naturally, the bulk of African masses get 
no lelief from these measures Instead, ovti 
the years the standard ol living of the masses 
ot Atncan people has declined The economic 
immiserisatioii of the African population, 
caused by the intensification of exploitation 
by corpesrate capital, is at the root cause ot 
the spate ot civil wars and internecine 
violence in Africa, piesenied in the Western 
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media an expieMtcmi of Hribalitm’. 

In iheer deeperation. African maoea have 
taken to the streets As we said earlter, the 
parliaments in Africa do not provide ade¬ 
quate organs for protest against govern¬ 
ments' poliaes, for these policies in any case 
are not made in Nairobi, Lusaka, Accra or 
Dakar but in Washington, London, Bonn, 
Pans and Japan So in which arena do the 
African masses fight for their democracy? 
Naturally, in the streets of their capital aties 
and in the mining towns 

The paradox of ‘democracy’ is that every 
slave master eventually turns his whip 
against the slave supervisors for allowing 
things to deteriorate so badly that the siwes 
arc in revolt 1 his is what the World Bank 
and the donor agencies arc now doing with 
Alricaii governments Their call for Ticcoun- 
tability and ‘good governance' is but a call 
foi the governments in Afrit a to discipline 
themselves, not to be self indulgent, and to 
begin to listen to the reasons why the slaves 
arc revolting and to make suie that things 
do not seriously deteriorate so badly that 
there IS a groundsweli of levolutionary up- 
suige from below throwing the whole edifice 
of the present international system into 
jeopardy Wc started out bv describing the 
demise of extant democratic models in 
Africa both ol tlie left and of the right Wr 
suggested that this was a positive develop 
ment since lor the first time since African 
countries became independent, there arc no 
models oi democracy to emulate and so 
Afrtcan masses can begin to think for 
themselves We argued, howevet that this 
was not going lo be easy bet ausc thete aie 
powerful global and local mteresls in Africa 
who arc simply not interested in demcKracy 
or to give It a moie current description 
empowerment of the people 

Democracy, however, cannot be separated 
from economics T he demands bj the grass 
roots foi demociJC7 have arisen out ol the 
increasing immisciisaiion of the masses ol 
African populations The masses hate realis 
ed that the solution to then low wages and 
low crop prices docs not he in economics 
alone The task before them is essentially 
political T he politics ol struggle against the 
present international system has arisen from 
the economics ot the system, but the remedy 
foi the crisis does not he in economics alone 
What the world economic crisis has brought 
to the fore is the politics of struggle by the 
oppressed and exploited classes against 
those the financial ohgaichy who own 
and or control the means for the exploita 
tion of the world s productive icsources for 
ext lusive consumption by a very tiny peaen 
tage of ihc world’s population 

T he I irst concrete atep to the dismantling 
ot this system is thus the further extension 
ot the democratic rights of the people of the 
Third World beyond the formal act of 
political independence Of course, these 
democratic rigiits arc not likely to be defend 
ed and made effective by those who wield 
social power in the Third World countries 
These classes have acquired a vested interest 
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mikt koiutioni pmcnted by such u Wflly 
Bi^t and sodal democratt an lo appeal¬ 
ing to than. They cringe from man pditk^ 
and clutch on to then nformist solutioni 
even when these have deiponstrably failed 
to ‘nform’ the system. What this means 
thenfon is that the struggle to exercise the 
right to democratic freedom must also be 
spearheaded by the working classes them- 
sdves, just hs they spearhead the struggle for 
a fair retufn to their labour in the sphere of 
production. 

The bulk of the producing classes in 
Africa are peasants, and a vast majority of 
these are poor, even destitute The politics 
of land is thenfon the politics of those who 
labour on land for the control of cattle of 
water, of cultivable land, of the fonsts, the 
fish, the air and, above ail, for the control 
of the institutions that make decisions. The 
peasants an daily crushed by the demands 
of corporate capital (in the form of hybrid 
seeds, fertilisers, pesticides, tractors, rising 
diesel prices, state credit and state markaing 
boards) and all the intermediate classes that 
benent from this form of exploitation, in 
one study we carried out in the Zambezi 
Valley in Zimbabwe we found that less than 
10 per cent ol the value produced by the 
peasants in the Valicy is retained in the Valley 
for the benefit of the people; over 90 per cent 
seeps out in the form of expenditure on in¬ 
puts, repairs, and maintenance, transport 
costs and interest on borrowed capital. We 
also found that all the main resources in the 
Valiev- fish, lorest and wildlife—arc com¬ 
mercialised as concessions in the hands of 
big companies, whilst the peasants them- 
.sclves are prevented, by law, from using these 
resources. They have to subsist by produc 
ing cotton and maize—neither ol them indi¬ 
genous to the urea. 

Where there is oppie'Sion, however, there 
IS also opposition. The peasants in the Valley 
that we know, as indeed peasants everywhere 
in Atiica, are waging a war of survival and 
resistance It takes many forms. At the 
economic level, the peasants ‘cheat' the state 
and the marketing boards; they cheat the 
laws that picvent them from hunting and 
fishing; they collaborate with lower level 
stale officials who are closer to them on the 
ground to undermine the dictates of higher 
level desk-bound autocrats, who, since they 
never leave their desks, do not know what 
is h'ppening on the ground. People have to 
survive first. Then they can organise them¬ 
selves. They use traditional institutions— 
such as spirit mediums—in order to legiti¬ 
mise their acts of defiance (subtle, not open 
defiance) against state authority. They il- 
iegitimise certain agricultural practices im¬ 
posed upon them as ‘taboos—as has hap¬ 
pened in some areas against the practice of 
using fertilisers. They use traditional 
medicine and, in some cases witchcraft, to 
cure Illnesses, 90 per cent of which, in any 
case,'are eitha psychosomatic or socio- 
somatic, incurable by western medicine. 
Hence the peasants are on the one hand 


‘^wxkrniailig* undapieanmftomUwiiate 
and on the otha hand Inditioadiiiii^ tbdr 
to gain control over their Ksouices 
and decision-making structures. 

Of course, it would be wrong to roman¬ 
ticise the struggles of the peasants, and it 
would be wrong to separate their struggles 
from those of the workas in factories. In 
anotha study of five industrial tncte unions 
in Zimbabwe we have found that the 
dichotomy between ‘workers’ and ‘peasants* 
is a false dichotomy—a theme we cannot get 
into here. 

The point is that certain cleva agents of 
the Vtorld Bank and corporate capital have 
done research into the rural areas of Africa, 
and have discovered the new social forces 
that are emaging on the ground. They may 
yet not be formidable. They ate as yet 
isolated and unorganised. And yet, who can 
say, in a global movement of awakening of 
oppressed peoples everywhere, from the 
ethnic minorities in Europe to the in¬ 
digenous peoples of America and Canada, 
and the forest peoples of Africa, Asia, Brazil 
and Australasia, there may yet be a new 
social movement gathering force at the 
grassroots level. It is not without reason that 


the MkirU Bttifc b increasingly foci^ 
the‘gnisrooii? MMaOed'non-goveiimaitai 
organisations’. That is the terrain of battle 
for the 1990s. That is where tlw straggles ftir 
democracy and human rightt are being didly 
waged... and, we are witness lo some that 
have been won, even if, for the time being, 
ephemeraliy. Thai process hat still to be 
recorded. 

Notes 

1 Adjustment with a Human Face, Mol I, Ao- 
lecting the Vulnerabte end Pmmotlat 
Growth, a study by UNICEF, ethted by 
Giovanni A Cornia, Richard Jolly aad 
Frances Stewart, Oxford: Clarendon Preii, 
1988, pp 67-68. 

2 We refa here only to Christian churches 
because the question of the Islainic church 
and the traditional African churches it too 
complex and needs a separate discussion. 

3 Quoted in Adjustment... op eit, p 4. 

4 See Financial Gazette, Harare, Septemba 2. 
1988. 

5 The World Bank, How the World Bank 
Works with Non-Governmental Organisa¬ 
tions, June 1990, Preface. 

6 World Bank, Sub-Saharan Africa: From 
Crisis to Sustainable Growth, 1989, p 13. 
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CORRIGENDUM 

Further to our cornsendum dated 14 3.91 under sub-section (4) of section 
23 of the Monopolies and Restrictive Trade Practices Act, 1969 for 
approval to take over the whole or part of Gujarat Perstorp Elektroniks 
Ltd published in the News papers the followins changes may be noted. 


1. (iv) Capital' 

structure of 


Share 

Capital 


Authorised 

m _ 


b) the under¬ 
taking 
proposed 
to be taken 
over 


Equity Shares 
of Rs.10/- 
each 


Issued 

Subscribed b 
Paid up 

_ 


70 


100 Lacs 

Initial paid-up Equity Share Capital shall be 
Rs.940 lacs. Apollo Tyres Ltd. proposes to 
acquire 45,59,000 Equity Shares of Rs.10/- 
each amounting to Rs.455.9 lacs. 

(vi) Consideration :Rs.455.9 lacs by subscribing 45,59,000 Equity 
for the take Shares of Rs. 10/- each. 

over 

Dated this 18th day o' June 1991 

for APOLIO TYRES LTD. 

(PN WAHAL) 
COMPANY SECRETARY 

Regd Office 6th Floor, Cherupushpam Building, Shanmugham Road. 
Kochi-682 031 (KERALA) 
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Contmg&Ky Accounts etc 






Nil 

<i) from banks 

Nil 



4 hrvestments 


SIU 07890 

(ii) hom oihrre 

117 866141 4!i 



(i) 6er untiCA of the Teritrai and 




— — 




Stau Governments and 


1^18307890 



117 866141 46 





959 030 $43 S8 




9 516616 937 70 


including Treasury Bills 



4 Bonmdnsi haul Odwt 




of the Central and 



BiKilaj Cowpewleh 



814 8J0 60000 

Sure (XMcmmcnis ;S7 179135 99 



Agnth Me 




Nit 

( 1 ) Shire Nil 


Nil 

(i) in India 


Nil 


Nil 

1 ) Oehentuie or Bond 134 810 616 00 


Nil 

(II) Outade India 

4 468 06 


Nil 

tiv)Otlii»f InvevtirvnTs Nil 


Nil 




4 468 06 

Nil 

(V) ool 1 Nil 



Parttculars 




834 83060000 


1 091609 750 88 

m 

Secured 

Nil 





Nil 

IMsecured 

4 4S906 



S Advtncn 








(Other than bad ind 




4 46806 



doubtful debt* foi which 


11818 433 &$ 

s awt 9n)«bit 



34 911 60810 


prcN iMVi ha' been made 



6 BINs for CoHcctlon 




tu ti« sdiitta lion of 



Rm —■■ ^-*-■ - 

Qeifrs •ms RVceiveQw 




n ' AjiHorv 



ptr centra 





(I) umib C a h 1 redtt > 


Nit 

(i) Pay^>le in India 

4 109881 41 



Oveidtafts e*t 


Nil 

(ii) Payable outside India 

SS87 499 68 


Sy6S3S86■^ 

(Hr India 8;0 /004l363 


Nit 




969/844 09 

Nil 

I OiiiMde India Nil 



7 Other LlMhict 



S8 663 686 26 

8/0 70041363 



<i) Head Office capital 




(II) Bills discounted 


1M 499 378 90 

account 


166 498 3/B90 



and purchased 


t7 4868SBa9 

(h) Accrued interest 

SS ISO 43" 68 



((i^ludins freasutY 


8893096 30 

(III) Branch admslmenis 

Nil 



BilK tfie Central 


880 908 S3 

(ivjOlheR 


77 69S064 W 



and State 


19979947189 




889 fj/8;6 9; 


Governments) 



t AcccpUncn Endonc 




(i) Payable m 



mcfin Md OUitr 



1S119/7/M7 

India 661 706166 87 



ObNsedont as 





(m) Pavabie 


S160667S8 

pcrcoittr* 



8981481/1 48 

4S976ie 

OoiMde India 39 518 90 



9 RniM Md IMS Account 



161173 049 3S 

6617456B5 77 



ipss as per last 




903 89663S60 


93944609940 

Nil 

baianee Piret 


(J87JS6413) 






Add Profrt for the 




9 8Hli htccWuMt httni 



year as per Profit 




8lHt tar CoHcctIr n tt 



and loss Account 

44 608 678 SO 



per cohtre 



Im Iran^red to Reserve 



Nil 

(i) Ptrabre m indw 4109 81141 


Nil 

fund and Other teserves 

(8991 73S70t 


Nil 

(n) tayture Ouindr India S 587 498 88 


Nil 




31813 37867 

Nil 


9607,94409 

11«S739116S3 

Carried forward 

■ 

3119 471 403 77 

1074 98951001 

Carried forward 

9791,(84^7497 
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CREDIT LYONNAIS 

BOMBAY BRANCH 


BALANCE SHEET AS AT MARCH 31, 1991 

(Currency- Indian Rupee) 


1990 


3119471 40W7 1074 9B9,S100l| 


m 

7 70! OOP Sg 

7 701,000 Sg 
Nil 


WOPhRTY AND ASSETS 


074 969,S10 01 Brought forward 

7. Comtttwcnu' LttbWtl** 
for Accaptoncc^ 
Cndorwnicnfi; and Other 
ObHjotlom 
g 160,667 SB per contre* 

B. Rr tm f m Leu 

NH DtprvcHtton 

9 rumiture end Ebrturtt 

tncludllns offkc equipment 
Itu depredetkm 
OKttnal ro^t ttf^fnnms 
Nd Of the year 

7 701 OOP Sg Add AildAfon' dunr >3 the 
yeai 

7 701,000 Sg 

N il l#^s Oeietori dufinq trie year 

7 701,000 Sg 

les^ ^iMmulaieil 
(40 6 70691) deprfCiitKwi 

7 994 99161 

10. Other Ancts 

7106 964 69 fi' Ai crited tr icrest 

»i) Pfcpard espenses Ueoowtv 
hO BJg 1S8 SI anj amounts reccivatMr 

Nit (I 1 1 1«K rleducted d» SOurre 

Ni* (IV) Branch adjustment* 

47 3,640 0 0 (/) vphicte'. less depreciation 

77 414 063 90 

11 Non4enkfn3 Aisco 
Aonihtd In SetMactlon 
Nil Of CUlm 

38^)S641i It BromwdLMf 


111047. 4J3’/ 1 1165 739I16S3 


Bombay 
May 99. 1991 


Af.hur Arifiersen 6 A wtr 
Lraftered A lu n‘ 


’i.i.i, \ t* 

tvt 'iiOf 


March 31. 1991 


9.791994.67497 


99614817148 


_ 9 896 399 8S 
10.699983 37 

10 487 395 37 

(9058 68914) 


78 333 69S69 
33.051 706 00 
7.6JS 870 79 
357 648 00 


16167009179 


3,119 471 403 77 


CiedA Wonnae 
Bombay Branch 

Sd/ 

9 A Muyl 
General Mant B ar 
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AICREDIT LYONNAIS 

Sm BOMBAY BRANCH 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31, 1991 

(Currency Indian Rupee) 




EyPFNOtTURE 

1991 

1990 

(NotP 4) 

INCOME 

(less Provision made duiing the year for 
bad and doubtful debts and olhei usual or 
necessary provisions) 

1991 

1 Interest paiii jii Deposits Borrowings »"c 

1/7 641 74957 

1809713119 

1 Intnest and Discount 

983 S36 469 49 

2 Silanes Aiiuwamei PrwifJerY fund 


916963 46 

9 CiTiTimtssion Excnange and Brokerage 

4 79109786 

Bonu ct( 

7 84018iS4 






Nil 

> Rents 

Nil 

i Dinrfor vid Irx’ll Mrmbers 





ler< a»K» all< vw inces 

95 00000 


4 on sale of Investmeniv Gold and 





Silver Land Premises and Othei Assets (not 


4 #4111 Tune Inxuiance ligntiiKj etc 

3 599 364 91 


credited to reserves or any particular fund 




10 380196 9^ 

or account) 

Nil 

5 Law i 1 s 

56 643 00 







S Net Profit on revaluation of Investments 


6 Pi'istaqe Teifqrainv snd Vamps 

9 739 684 69 


* »old and Silvei Land Premivs and Other 





Assets fnrt credited *0 reserves <h any 


7 Audit j's fees 

150 000 (X) 

rjii 

pirticuiar lund or ascount) 

Nit 

H iKpretiahoi on repairs to thp 



li r ome from non b^nkin | assets and Profit 


Bsnk nq Company s properry 

1654 718 36 

Nl 

fr )rn ale of or Italmq with such Assets 

Nl 

b Stalk nets Printing Advtrtixements etc 

1 994 9 C SB 

39 ■■‘.f tiO 

Other Rkceipt 

1 718 404 79 

10 La ^ trorr <a{e of ot dcalmq with 


38/1‘64 II 

B lO S fOi tfH y«.a 

Nil 

non tiantrin<) assets 

Nti 




1 1 r rxp* nditure (in< luding Hea<J Office 





Supervision ihirges) 

46 991 971 97 




IS Baldly e of Profit 

44 608 67850 




TOtAl 

‘>89 995 965 07 

59 5 30 41 >0 

roiAi 

— 

989 995 96‘- 07 


SS 510 411 70 


I Ihf actompflnymi rK)tPS atf an mtrsrai part ol M i*. MiiVfnent 


BombAN 
MdY?9 1991 


Arthur Andersen & Ai Ktjte* 
Chdrt^r»»d A/cjjnldrW* 


V*)dy 

Partmi 


CredJt Lyonnais 
Bombay Branch 

Sd/ 

P A Muyl 
Gerterai Manager 


NOTES AND SCHEDULES ID FINANCIAL STATEMENTS AS AT MARCH 31, 1991 


1 Mndpil Kcounthig policies 
(SI Ocncnl 

Ihc ac< ompanyinq finantial vitcments have been prepaied on the hslpncal i OM ba'ii 
sod confoini 'o the siatuto'v prch isioni and practKCS prevailinq ir the country 

(b) Thmuctlora InvoWIng foreign exchange 

Monetary ano liab lilies haw tieen translated a' tlie exchanne rales ruling at the 
close ot the year 

irKome jrid expenditure items hive been translated at tie exctiaiise tales ruin g or the 
date ol the tiansastion 

^otit or toss on outstanding forward contracts have been acrrxjnted on an atfru il t asi> 

(c) hnestnents 

Investments ate valued at the lower of cost or market value 

(d) Advances 

Provisions tor doubtful advances have been made to the satisfar tor ol the auditors 
The provision has been made based on managemenr s estimates 1 1 potential rxpo>ure 
I and taking into account guicteimes issued by the Government it India and the iReserw. 
Bank of India 


Advances are si own nr< ol Bills Ih diserxinfed under the New Bill Market Scheme of 
the Reserve Bank ot India 

(e) Find asictt 

Fixed assets havt been accounted at then historical cost 

Deprer a ran ha beei pi jvided on the straight line method at the foUowing rates pet 
annum 

Furniture lOhf 

Vehicles W* 

Computers !b% 

Other equipment JOTt 

(f) Staff benefits 

The Bank has tnleied into an [mployees Group Superannuation Scheme wRh life 
insurance C orporalion ot India i LIC1 lor providing pension benefits to employees The 
Bank also makes a provision for any additional liability not covered by the UC Scheme 

(g) Unatlon 

The balance of profit disclosed m the Profg and loss Account is after provision for taxes 
on II come in acc ordance with statutory requvements 
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iEl CREDIT LYONNAIS 

Km BOMBAY BRANCH 


8 Schedule of tarticulari of Advincct required hy the lenklns Resiiletion Act 1W 


March 31 
1990 

RSRTK UlARS 

Morrtt J1 
IWl 

S7 37«a36 60 

(i) Debb con$id<^red qood ir fP 4 >frt of 
whiih the BfinkmR Company ly fully 
secured 

H >16()j98 

1S 3108361B 

(fi) Debts Ciosidered qfXid for wh ( h ti e 
Banking L jmpAny f l<Js no Mter xru S 
than the Jebtor< pkr>oriai ecunty 

’14 1 VS ) 

161117 369 89 

UH) Debt' considere J sJckxI secur'd try the 
persona 1 abil tie of one ot more part » j 
in addition tr the personal set urity yf tht 
debtors 

• JS 88c 7 )0 69 

Nil 

IV) I> brs consKlen d doubtful (t txjd 
not provrted for 

Nl 

901826 61' Ot) 

1 ts tt a J if< 

VI 44r 

1 _ 



U04 889 60 


(/) Drbt' due bv the difericKS Of off> ?rs of 
the BAAkin^ Of any ot 'hem 

either severalty o jointly with any 
other person* 

(vij Debts due by comr^anies or firms m which 
the directors of 'hi Bank»n$ Comparty are 
nterested 9 j di ectors partisers or manas 
•03 asents or m tte case of private coni 
pariies as members 

(vii) Maximum total amount of advances 
inciudin 3 temporary advances made at 
any time durins the year to directors or 
n ir)d 3 eis or offirers erf the Sanktns 
Company or any jf them cither severaHv 
or jointly with ariy rther persons 
(vii Maximum tota amount of advances 
inrludms temporary advarKes granted 
durinq the year tr itt companies or firm» 
m which tht direr tors of the Banking 
Company are interested as director' part 
ners or fnana<i«nq agents or in the rase of 
private companies as members 
X) Due from Hankins Companies 



3 Remuneration paid to the Chief Executive Officer in India 


Mrr i 

1 ro 


Kj >aiary ti r ^ i v»r ri 


Mar t J} 
1091 
496 6i>) 


Orrqust »vi t» } r xccnirti vwt 
I 0 fHr t-** R U 


4 Prior year comparKives 

e f pf» h p f y« jf f» f 


i »< xJ ffun Mrt r i J 1989 to Mari, i l 


Auditors’ Report on the Financial Statements under Section 30 of the Banking Regulation Act, 1949 

Wc ha»c txjmiiKd iIh bjUmt \hiti «rf ih« Hniuh of < rrdit iyonnji% (iiKorponued in Fiance wUh Inniird Uabiluy) u ai Marrh 51, 

1991 and ihi rrUicd pmfli and l<m account lor ihc year then ended Our examination wax made in accordance with geneiatly accepMd auditiiiB 
cundanic and acconlingb included such tests of the accouniinK irconls and such other auditing procedures as we consideird necessary in 
Ihc tircumstamts Vic have also uhuined all the intormaiion and explanations which to the best ol our knowledge and belief were neccaiary 
for the purposes ol our examination and base found (hem to be satisfactory 

In accoidanct with the pnnisionsof Section ol the Banking Rc gulatioii Ac I 1949 and the pros Isions of sub scciKins (I) 12) and (4) of Senkm 
211 and sub section (4) ol Section 22'’ ol the ( ompanirs Act I94(s the financial suicmenis arc tioi tet(ulrcd to be and ate not dnwn up in 
accordance with Schedule M to the Companies Act 1946 Ihc financial suicmcnts art theirforr drawn up in conlormllv with Forms A and 
B ol Ihr rhitd Schedule to the Banking Regulation Act 1919 

In our opinion the accompanying financial statements gist a true and fair view of the state of affairs of the Bombay Branch ol f ndil iyanngla 
at Manh 41 1991 and of its profit lor the year then ended 
Funhcrmorc in our opinion 

la) the iransaclions of the Bombas Branch which have tome lo our ikhkc have been within the powcis of the Bombav Branch of the Bank, 
(h) the balamt sheet and the profit and loss account arr m agntment with the books of account and give the Information rccjulrcd by the 
< ompanles Act 1946 in the manner so ncfuiixd lor hanking companio and 
(c) the Bombav Branch has maimaincd proper hhoks of account as ncjuiad by law insofar as apinats from out examination of ihoac books 

Atthur Andcncn A AsscKiam 
< bartend Accouniams 
SdA 

Bombay VIjay Sahm 

May 29 1991 fcniier 


Economic and Folitiait Weekly June 22, 1991 












OISLUSSIUIN 


From *DEFENDUS' to Consensus 

JyoU K Pwrikh 


A DLVELOPM£NTl<ocused End-Use 
Oriented Eleclnaty Scenario for Karnataka’ 
published recently' ^ offers three major 
suggestions, viz. (a) Integrating energy 
conservation opuons in supply planmng, 

(b) Consideration of decentralis^ energy 
options with 26,000 rural energy centres, and 

(c) Development focus while giving dectnaty 
conneaions 

Are these suggestions viable*^ Is it possible 
to ensure eo operation of the consumers or 
IS the government required to intervene 
making tor an even bigger government than 
now'' Are the claims of saving 60 per cent 
of investment costs credible*' This note com¬ 
ments on the first two abovementioned sug 
gestions made in the article 

Many of us non government oiganisation 
(NCiO) professionals ate unanimous about 
the need for integrating the demand side 
management (DSM) options into supply 
planning DSM is a general term which in 
eludes conservation as one of the measures 
Least cost planning approach has been 
around foi a decade in the West, but has not 
yet been formulated for India liieretore, the 
development focused end-use (DEFENDUS) 
approach is timely However, is it ready for 
implementation in the Indian conditions'' In 
answering this, the following conceptual, 
factual and institutional points are rclesant 

I PAST C OS1 Pi ANNINO 

The least cost planning approach in the 
Indian context involves three (or lour) 
actors -utility (existing plants) consumers. 
Central and State governments (new plants) 
DLFFNDUS does not distinguish whose 
costs aie being minimised Mixing these 
costs may give unrealistic and uiimiple 
mcntable results tor several reasons 

IVpically, a consumer uses a much higher 
discount rate (18 per lent to 40 |iei I nt)L'ian 
a utility does (IS per cent) Central and Slate 
governments may decide to take other dis 
count rates depending upon the aid, loan or 
Other finances raised, but generalls 10 pc 
cent to 12 per cent The investment com 
parison is made by the consumers not on the 
basis of what it costs the utility to invest in 
new plants, but what they save in electricity 
and demand charges and whether the sav 
ings pay back tor the investment in letrof its 
at reasonably high discount rates (ranging 
tiom 20 per cent and up) No doubt, if con 
sumers do not find it worthwhile; thi guvciii 
ment can fmanee them rather than the utility 
But these calculations imposing an addi 
tional burden have to be accounted for 

The loan offers of Industrial Development 
Bank of Indui (IDBl) foi conservation 
measures have not been taken up by the in 
dustries, partly because they add to their 


liabilities, which does not impress their 
shareholders and reduces their borrowing 
ability 

It IS for this reason, that DSM techno¬ 
logies are differait than DSM programmes 
The Indira Gandhi Institute of Development 
Research (IGIDR) is currently working on 
this in a tonsensus approach a set of 
technologies should be put before the in 
dustnes so that their ideas of least cost curve 
and the expected costs and benefits can be 
obtained 

In the West, there is two-actor negotia¬ 
tions We have a three-actor problem, where 
the government is the third actor making it 
difficult to arrive at bilateral solutions prac¬ 
tised in the West, where the utilities finance 
DSM projects First of all, in India, utilities 
do not have any legal obligations to con 
sumcis to pro»ide ‘interruptions-frec’ elec 
tricity Secondly their pricing policy is 
politicised and dictated by consumer groups 
and politicians Thirdly, on the other hand, 
the utilities do not have to raise much of the 
resources internally tor investment in future 
plants I his makes it difficult to get the 
utilities interested in the DSM options 
because simplisin ally “they have no respon 
sibilitics to caiisumeis and the investmiiit 
for new plants is also not their responsibili 
ty” Therefore, n the ‘four actor’ situations, 
(when one includes Slate government and 
C cntrai pm i rnmeni as separate actors) it is 
the government that may have to negotiate 
directly and bilaterally with consumers, 
however, with the price that is set by the 
utilities This IS the institutional set up wc 
h ivi to keep m mind for the DSM 1 he best 
siraicgv will bt to implement promotional 
(and punitive) policies where the consumers 
pniticipatc at their own will and do not c\ 
pit I the government to invest A target 
government role will eventually defeat the 
original purpose of DSM 

ICilDR has carried out an extensive survey 
of High Tension (HI) industries ^ In addi 
tion to differential discount rates and price 
considerations, the consumers also compare 
the el forts for conservation and OSM with 
other preoccupations they have, such as in 
ventory management, reduction in delivery 
time increasing capacity utilisation and so 
on, many of them also have just "uch 
potential tor cost savings as energy manage 
ment In response to our question “how 
much load will you shiB for 30 per cent 
cheaper electricity at oft-peak times’’, most 
ot them said none* What could explain this 
panially is that the Vost-plus’ nature ol pne 
ing ot outputs prevents them from taking 
cost saving measures 

As far as discouraging power intensive 
industries like aluminium is concerned. 


cqwcuuly on employment considention, we 
hive to bear in that luch diwretitm 
does not Me with utilities m India (or perhaps 
anywhere) if the industry is wiihng to pay 
the price Moreover, aluminium is a com¬ 
modity required by poor or middle class in 
tbdr households for cooking and construc¬ 
tion and much of it is used by the power in¬ 
dustry Itself So who IS to manufacture it? 
In a centrally planned economy, it is the 
government which can take a decision 
whethei it is worth impmttng it 

DEi^NDUS would have to be less tedi- 
nocratic, working on diktats of energy effi¬ 
ciency, no matter, howsoever benevolent. It 
works on the same prinaples as the conven¬ 
tional system, namely implementation of a 
set of technologies Such a concept like the 
DSM needs innovative ideas of management 
which me more participative Consumers 
must have stake in the measures For exam¬ 
ple; four mqjor types of changes are already 
to be seen in the economy^ All of these 
need to be encouraged, viz. (i) Soft (or 
managerial) solutions requiring no invest 
ment, (ii) Modest invcstmc’it solutions re- 
quinng retrofits in the existing plant and 
equipment, (in) New Technologies ol pro- 
duttf''n, (iv) Altci native way-of-lift and 
owietal change. 

We will have to rci kon with some energy 
ineffiuencies in thi jstem as trade-offs with 
other resources such as time, investment, 
water (irrigation), other inputs and so on 
which are always ncressary to achieve overall 
production elftciencj for example, do we 
(or the authors of Dl FFNDUS) ride buses 
and trams because thej are energy saving 
compared to cars and planes^ If not, then 
why canno* the irdustries also be given a 
range ol encrg> efficiency within which to 
operate*' No doubt, energy audits must be 
compulsory tor consumers beyond 2 MW 
load per connection, in view of national 
nerds However, having done that, the 
ultimate goals should be to lead to overall 
etricwncy, while gis mg them a range options 
to choose from It need not be a case of 
either motors od compact fluorescent lamps 
(fri) 

Tl C HNOirXjV F(K US Morons AND CFL 

Narrow technocratic interpretation of 
end-use is taken here, instei^ of taking 
ultimate goal oriented end-use focus For 
example, improvement in motors may not be 
possible, once the equipment is alr^y m- 
stalled The best way to ensure this, IS direct¬ 
ly ai the motor manufactunng plants After 
that, one has to go in for overall process 
optim nation For example, optimisation of 
cooling system will lead to more energy sav¬ 
ings than changing motors in the aitcondi- 
tioning plant Often, it could have more to 
do With reducing leakages and improving 
cooling system design than changn^ motors. 
The same holds for heating systems, ventila 


ISM 
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Sourer Jyoti Pinkh [1990] 


tkm lyuans, cnisrang operations and so on 
Giving them a freedom of choice will lead 
to more least cost strategies This lequircs 
promotional policies and not Technology 
fixes’ 

The overall options tor lighting systems 
may be considered Why is CTL technology 
promoted before even trials are made in 
India’' The CTL lamp (we have one in our 
house, purchased in UK) does not give light 
of uiiitorm intensity in India It could be 
that the manufacturing requires belter quali 
ty control and frequency tiuctuations mav 
affect It more seriously than ordinary lamps 
A S IS lamp, if imported could cost Rs ^ 


unless duty (l(X) per cent) is waived There¬ 
fore, unless the lamps are manufactured in 
India, imports of these lamps for households 
could hardly be justified It appears far 
ictehed to assume before successful trials 
of CFl that factories will be set up and 
lamps will be available in required quantities 
(But no harm in considering it a possible 
sccnaiio) What is wrong with goex) old 
tubeliglus which aie at least made in India 
and achieve considerable energy savings, if 
electronic ballasts and capacitors arc provid 
cd It could easily compete with ( M in 
India for some portions of the market The 
portion needs to be determined fiom appro 


pnaie nmiayi. 

Deoenttiliaed enagy lOttKa thoidd he 
viewed abo as supply technologies aihHa the 
transmission and distnbution costs. The 
figures 19 and 20 giving unit costs of energy 
and power for energy efficiency centralised 
and decentralised energy schemes ere 
valuable. What we also need are factors that 
determine upper limits for the comnbutions 
from each of the options Though hercs sub¬ 
jective judgment may enter However, in the 
words of a CEA official “They neither pro¬ 
vide power nor eneigy** needs some thougiH 
Micro-hydei that we examined in Kerala gave 
power only during the rainy season, when 
the reservoirs were overflowing anyway 

Some of the renewable sources ne^ to in¬ 
clude storage, (especially those which do not 
use fuel)—such as solar and wind They are 
subject to daily and hourly fluctuations and 
not available when needed For example, 
watering at early mornings (no sun then) 
minimises evaporation losses and reduces 
water requirements Every percentage point 
on loss of reliability has to be accounted for 
and costed Alternatively, unreliable supply 
could be matched with demand where ridia- 
bility has no premium such as windmills 
with overhead tanks I he efforts and costs 
of financing and maintaining some 26 000 
decentralised rural energy centres appears 
not to have been given sufficient thought 
It could be sizeable However, in view of TOO 
per cent rural electrification’ it may be 
worthwhile to consider renewables feeding 
the grid More homework is needed for this 


CiiARr fspfcsor DimandSidi Miasur£sanoThur Implications 


Types of ( onservaiion 

I fforts 

Necessary Measures 

Fconomic ( riteiia 

Indicative Values of 
Possible Fnergy Savings 
(Per Cent) 

rtmeframe* 

1 Sioft solutions 
zero or negligible 
investment 

• Turning off lights 

• Guarding leakages 

• Better understanding 

• Vigilani management 

• Education and co opera 
lion of labour 

Justified at any price 

1 to IS 

immediate from 1973 up 
to I99S till the life of old 
machines 

II Modest investment 

• Replacement of spare 
pans 

• Updated boilers 
furnaces, motors 

. Introduction of checking 
procedures 

Savings of energy costs 
should cover investment 
al certain intciesi 

Modest energy savings 

10 to 30 

Gradual after 1976 on 
wards (ill Ihe life lime 
of current technology 
say 2010 

Hi Alternative process 
or technology of 
production 

. For newly set up 
industnes of all types 
• Large industries with 
large savings have 
already done R and D 

The same as above 
(and below) 

New process and machines 
may not be more expensive 
than old, e g mainframe 
vs mioicompuiers 

20 to SO 

Begins in early eighties, 
could go on past 2010 

IV Different structural 
and technological 
breakthroughs 

• Repladng old way of 
life with 

• SulKtitution of energy 
intensive materials such 
as steel, aluminium, 

> Solar and other renews 
bits 

• Supercondttcton 

Some of these changes 
are done for other 
purposes but the end 
result IS reduced energy 
use 

30 to 80 

Also early eighties Would 
go on continuously 


Abtr Role of microprocetsort is all pervasive and covld enhance the effect of the last three measures considerably 
* As Ihowir by the experience of the developed countries 


I5C7 
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Cask Plows amd invcstments 


Let M imagiiie a tituadon. what pianniiig 
b actually done ueing DEFENDU& Can 
BiGh<aiyitaniurvivefinandally;deipitebe> 
ii« 1ea« coin Whh milliom of hoiudioldt 
and agriciiltuit comuniere added, the thaic 
of oontumption fnm wcUiMying oonsumas 
(via indjiWridi) coniideiably reduced, the 
jgaleiti' load fiictor and revalue collection 
will be low in ccmpariion to the costs, to 
tet the required finiuciai returns. It is seen 
ftam a numba of eomples, that SEB’s pro- 
fltaWUty declines sharply when the sham 
of industrial and commercial consumption 
|0 down. It is unlikely that decenti^ised 
systems can be financed by houiehoMs and 
asricultuit without mi^or price-hikes. 
DEFENDUS doa rectmimend these pnce- 
hikes but the uproar that will emeite from 
such price-hike hu to be reckoned with. 
Remember, they do not have connections at 
present because they cannot pay for it. 

The investmern requirements for ESFEN- 
DUS scenario are shown to be a third of 
otha projections. The differences look a- 
aigeinied because of the absurdity’ of the 
otha projections which have institutional 
origin. Inherent tuggestions made by the 
DEFENDUS can be correctly compart by 
the authors themselves by comf^ng with 
or ‘without’ certain options. Any aha com¬ 
parisons cannot be Mken seriously and do 
na do justice to the work put in by DEFEN¬ 
DUS. When all constraints are considered, 
it IS doidnfttl that DSM options will save 
more than 3 pa cent to 10 pa cent invest¬ 
ment costs. Howeva, this should not be con¬ 
sidered small We have to think of nuclear 
and renewable options which have not con¬ 
tributed to this extent despite several decada 
of efforts. In addition, they will save fuel 
costs and corresponding environmental costs 
which is also very important 

A word about environmental pnoritia 
The environmental gains from DEFENDUS 
should have been baler expressed in rams 
of local pollutants such as fly ash, SOj. 
NO, as well as other effats such as radia¬ 
tion, submergence and so on rather than 
global pollutani like CO, Not many of us 
avee with the idea of imposing carbon tax 
on ourselves to solve the problems created 
by developed countries. 

The departure from the conventional 
thinking is a mgjor contribution of the 
DEFENDUS How to make DEFENDUS a 
panicipalive model is a challenge for the 
authors. It requires a management locus (see 
annexure I) rather then a technology focus 
A number of suggestions such as improve¬ 
ments in motors, use of CFL, decentralised 
energy sources and so on would require a 
vary different kind of financing, manage¬ 
ment and promotional efforts and participa¬ 
tion of consumers of a mix of decentralised 
systems where household and agriculture 
connections are increased dramatically, 
naeds to be esubbshed in terms of cash flovis 
from each consumer category Prior to im 
plementation, the financial viability ol all 


the auaestioni madi^ mtOm cgieAil 
analyst. One hopes (hat (he authors of 
DEFENDUS would come up with more In¬ 
novative options encoungini participation 
from the consumers and ensure the Hnan- 
dal viability of their suggestions in a com¬ 
prehensive way and in a long-term sense and 
na in terms of investment aloi^ 

Annexure: Management Focus— 

A Conceptual Framework 

Energy conservation activities could be 
grouped into four different catqories. They 
uke different amounts of knd time to be ef¬ 
fective resulting in varying degrees of energy 
savings and requiring different levels of in¬ 
vestments. The chart indicates the lead 
times, extent and periods of effectiveness. 
These are based on the experience of the 
developed countries in energy conservation. 
The former two types concern the existing 
plants and equipment and the latter two new 
plants and equipment (rtgure). 1b the extent 
that energy conservation lakes pbux through 
technical progress that is embodied in irew 
capital, savings of type 111 and IV may be 
realised only when the new investments are 
made. But in a developing country like In¬ 
dia, with more than 8 per cent industrial 
growth rate, this happens on a sigmrtcant 
scale. The cumulative energy savings would 
be due to contributions from all the four 
measures in which the first two measures 
penaimng to existing industries dominate foi 
the first 10 to 20 years the latter two subse¬ 


quently. The share of each of (he mii wiMS 
in a gi^ eouiitry at a ghm thae wifi bm 
be easy to tfiffetcittlHe linoe all of them take 
place at the same time. 
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origin because these projections are further 
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Today, he's a little baby in ^ arms. 
Your presence is all he needs to feel 
safe and secure. But all too soon, 
tomorrow will be here. And he'll be 
stepping out into the world. Facing the 
harsh realities of life. 

Why not plan your child's future now? 

t _» •_ i I_!a + _aI- _a. 




Growth Fund.Under this plan, with smalt 
investments made over a period of 
time, your child can be a lakhpeti 
by the time he's 21. 

Q. How should you invest to make 
your child a lakhpatif 
A. If you invest in CGCF at the child's 
birth, here are some of the many 
options, (i) You can invest Rs. 1,100 
at birth and then every year till the 
child is IS years, (ii) You can invest 
Rs. 3,200 for 3 successive years or 
Rs. 1,900 for 6 successive years. 

(hi) You can invest Rs 8,5()0 once 
and for all. 

Q. Suppose the child is older? 

A There are plans for every age up to 
15. The CGGF brochure has charts 
that explain it all. Please write in for it. 

Q Who I an gift it to the child? 

A Parents, relatives, friends, 
companies or corporate bodies 

Q What IS the minimum amount you 
ran invest? 

A. Rs.SOO and thereafter in multiples 
of Rs.tOO. 

Q. What are tfie returns on the 
investment? 

A. 12.5% per annum plus a 
bonus dividend every 5 years 

Q Is there any facility after maturity? 

A. Instead of withdrawing the amount, 
the (hild can put it in any other scheme 
of UTI available at that time 

For free literature on CGGF, please 
contact any Unit Trust office or 
Chief Representative or Agent, 
or selected Hindustan Petroleum 
or indianoil petrol pumps 

Or mail this coupon for more 
information to any of the Unit Trust 
offices 

I Please send me free literature "J 
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GROWING. 

For the year 1990-91, we at LIC made it our business to insure more lives than 
ever before To protect more futures than ever before 

As a result, we succeeded in bringing more than 1 crore people 
under the protection of life insurance. 

Through 86,48,192 Individuai Policies for a sum assured of Rs. 28,152.16 crore 
And 11,823 Group Insurance Schemes for a sum assured of Rs. 3,392.05 crore. 

All this with the country going through a year of constant upheaval 

GR0WING» 

Furthermore, what makes LIC's growth so exceptional is that it's a growth over an 
ever-increasing base, year after year Making LIC one of the largest financial institutions in mdia 
But, as usual, we have set our sights even higher for the next year 

GROWINC 

LIC's new business reaches 
an all-time high of 
Rs. 28,152.16 crore. 

Insuring over 1 crore lives*. 
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Population and Agricultural Growth 

The emergence of the agranan class in India can be properly 
understood only m terms of the class structure and class relations 
not only ot post-Independence India but also of the 
pre-Indcpcndence period under native and foreign econom’ic 
and political powers A*46 

is. 

lAn analysis of the interrelationships between the components of 
population irtmih and the chaiacteristics of agrarian change offer 
some inten. img insights. Have prosperous regions experienced 
higher popiilaiion gtowth through natural increase or immigration’’ 
What IS till dcinogiaphic picture of stagnation and decline’’ A*63 

Playing Safe 

\^hile the Kamamurti ( ommittce Rcpoit tm I diicatiun shows 
evidence ot i ccitain independence ot mind and boldness of 
asseition, ili political circumstances m vshich it woiked ma> 
have pcisuad d it to conform to conseiitions rather than stick 
oul Us neck 1605 


What \(m’ 

1 he C oiigKss I iiiv s inicrnal 
Lohision IS bound lo be in 
qiicsiioii and ii break up will 
icinain vti\ muih on iht agenda 
as part ol the mJer realignment 
ol torets lis validity as an 
all itass all puipose party 
no loiigtr holds IsB'l 

Ihv piestni vii is in the ( onercss 
Pails and the piililieal svsiem has 
given use to no lalgia about the 
past and a seaming for a ventiist 
idcologual eonstnsus along 
Nehiuvian line Is sueh an option 
available ai all loJay' IiV8 

’Vlany (jujaratb 

The re* is evidenei ol growing 
re'gional iiKqiiali les in Ouiarat 
whieh, it tell iiiKorrccied, mas 
lead to seiious HKial and politieal 
mstahihis in ihv State IfcIM 

Impart of Irehnolo^y 

While the impa>.i ol the tirecn 
Revolution on the development of 
eapilalist larnniic has not been as 
rapid a> antieipited bv >ome 
erities, leehnology induecd ehanges 
have tomributed to giowing 
proleiarianisaiioii and 
easualisation \-W 

Elertion Eall-Out 

Now that the Janata Oil has been 
reduei’d to a near insigmrieani 
poliiical rump, it must examine 
the performanet of Us government 
at the Centre Why did the party 
fail to live up to the high 
expeeta ions il had raised^ 1505 


Congrrss Culture 

Though giiet was I he ostensible 
excuse for the eleetion related 
violenee in Tripura directed by 
Congressfll heavyweights including 
ministers and MLAs, the mam 
aim was to eliminate all 
opposition ISn 

Saffron Hues 

The BIP’s electoral gams in West 
Bengal are ev identc of the fact 
that II has been able to establish 
linkages with rural social forces 
whieh tould in time adversely affect 
the ongoing none too radieal 
agiarian le'forms 1592 

The BJP IS already preparing toi 
the politieal battles of the next 
poll It will noi whip up stiikcs 
noi eneouiage agrarian unrest, but 
will foeus on lur*hei aliemating 
the middle elass fiom the 
C ongress(l) 1502 

Ixubour Markets 

Keialas performanet’m the soeial 
sceiors has indeed been ercditable 
But ean the Slate sustain this 
pattern ol development’ An 
analysis ol the iclationships 
between wages, employment and 
output m the agrieultural 
seetoi gives some insights A-02 

Going INowhere 

President Bush’s enihusiastie 
education pioposals have no 
ehanee ol sueeess beeausc ol 
the unwillingness of the 
governmeni to devote 
resources to education 1593 






LETTERS TO EDITOR ^ ^ •' 

Frotecting the Unjust 


THE Union home ministry has decided 
to assign National Purity Guard (Blaolt 
Cats) for the protection of the chief elec¬ 
tion commissioner (CEC). It is a pity that 
the institution of the Election Commis¬ 
sion has come to such a pass after 40 years 
of existence. Even during the worst days 
of Indira Gandhi, when the institution 
became almost a pan of the executive, no 
such protection was needed for its chief. 

For the la.st three months, the CEC has 
been acting strangely, to say the least. He 
seems to have got an impression that he 
is a super-government. In fact the CEC 
is only a figurehead of a vast and 
prestigious institution. He has no authori¬ 
ty of his own. He is like the president of 
India. Even the local officers of the 
government act for and on bdhalf of the 
president, but the prestdent has no 
authority to act on his own, except in rare 
cases. Similarly the CEC is a respected 
figurehead. He has to act through others 

The CEC has no authority to order a 
repoll, much less to countermand an elec¬ 
tion. Both the sections 52 and 58 of the 
Representation of the Peoples Act (RPA) 
m^ this very clear. Under section 52, if a 
candidate dies before the beginning ol 
poll, the Returning Officei (RO) has to 
be satisfied ol the same and then coiintci 
mand the election. Under section 58, 
which is an amendment to the act passed 
in 1988, the returntng officer can countci 
mand an election if there is violence and 
malpractice. In neither case is the CEC in 
the picture. The only provisions in these 
sections arc that the RO should inform the 
CEC of the developments. The CEC 
comes into the picture only when a new 
date and time is fixed for the counter¬ 
manded poll. But T N Seshan, the CEC 
has been behaving like a king. He counter¬ 
mands election even without a repoit from 
RO; threatens to cancel (!) a notified elec¬ 
tion; and demands that such and such 
forces should not be deployed. If one 
commits such atrocities on an helpless 
people, I dare say that, leave alone Black 
Cats, even wild cats cannot save one. 

T V A< HtmiS WARRIhR 

Ollur 

Two Questions 

BRINDA KARAT has claimed (May 4) 
that *00 all major issues facing the 
women’s movement the CPI(M) and 
the left parties have taken an unam¬ 
biguous pro-woman stand”. Being a 
citizen of West Bengal, I would like to 
raise two questions in relation to her 
antument. 

Archana Guha, who was brutally tor¬ 


tured in detention in the seventies, has 
been carrying on a sustained legal battle 
in West Bengal for some years, ^he case 
is still pending in the court. Meanwhile, 
a demand has been raised by APDR 
(Association for Protection of Democratic 
Rights) and concerned citizens in Bengal 
for suspension/punishmem of the respon¬ 
sible police officers, in a pamphlet 
published by APDR (1987), it has been 
alleged that the main accused officer in 
the case has got promotion under the Left 
I roni regime. What does this signify? 

In her well known reminiscences (1989) 
of prison life in different jails in West 
Bengal in the seventies, Jaya Miira has 
vividly portrayed the unbearable living 
conditions and inhuman treatment of 
women prisoners with special reference to 
downtrodden women. Also evident in her 
account is rampant corruptions in prisons. 
What sort of reform has been initiated by 
ihe Ijcft Front government ol conditions 
111 Ihe prisons that distinguishes it from 
the earlier regimes in West Bengal? 

Ihe protagonists of a left demociaiic 
movement cannot remain silent on ihesc 
queslions. 

Ariii* KI'MAR StN 

C alculta 

Assault on Dam Oustees 

BEING a social worker, I am deeply 
Involved in the movement against the Icha 
dam near Chaibasa, Bihar. Almost all the 
signatories of the letter published {EPW, 
May 25) are personally known to me. I can 
vouch^fe that all the arraignments made 
by them are more than 100 per eeni cor¬ 
rect. Fraudulence by the project officials 
and contractors apart, the tribals of the 


to-be>submerged villages ate being 
regularly harassed and cheated. Even 
today, a tribal youth is rotting in Seraikela 
jail with some false criminal chaiges. 

1 request the government to order a 
high-level judicial enquiry into the mat¬ 
ters highlighted by the signatories, and 
bring the real culprits to book. 

It should be noted here that, while on 
the one hand the tribals may perish due 
to non-rehabilitatioii, on the other, 
monetary monkey-tricking by the con¬ 
tractor-official machination may cause 
substandard construction of the dam and 
bting on a catastrophe. 

Victor Das 

Bihar 

Soviet Developments 
Anticipated 

MUCH attention has been paid to the 
recent changes in the Soviet Union and 
Eastern Europe in your journal. These 
have been discussed over and over again 
from many viewpoints. But one finds a 
certain one-sidedness in the whole affair. 
Many regarded these changes as the 
‘restoration of Capitalism' in the USSR 
and the East European countries—this 
aspect has not found attention. A lot of 
literature has been produced regarding the 
nature of the changes wrought by the 
Khrushchev-Bre/hnev regime. We have 
reprinted one of these rare btvoks. Red 
Papers—How Capitalism Has Been 
Restored in the Soviet Union and What 
This Means for the World Struggle (first 
pubhslied in 1974). Copies of the book are 
available from Post Box No 244, Paina-1. 

V SiNtiH 

Centre for Marxism-Leninism. 
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No Room for Consensus 


HE government has sought a national consensus on the 
economic policy measures it proposes to take. Admitting 
lat "the economy is in a crisis", prime minister Narasimha 
JK) said in his address to the nation on June 22 that in 
ealing with the cirsis "we should rise above sectional 
iterests and partisan politics". The newly-appointed finance 
linister, at his first press conference three days later, 
milarly called for a general agreement on the tackling of 
le economic problems facing the country. The fact of the 
Latter, however, is that, in the brief period the government 
IS been in office, it is amply evident already that, even as 
has talked about the need for a consensus, its approach 
I the problems facing the economy is nothing if not 
irtisan, revealing which sectional interests it considers 
crosanct and which expendable. This is true not only 
what has been disclosed so far about the specific 
momic measures the government intends to pursue or of 
view of what causes have led to the present impasse, 
1^ even of its perception of the content of the economic 
“sis itaelf. 

Official pronouncements on the gravity of the economic 
nation have sought to focus attention exclusively on the 
ficulties on the external payments front. Of course, the 
jntry is—has been for some time now -on the brink of 
emai bankruptcy in the sense of being in danger of 
faulting on its debt servicing obligations which have 
llooned as a result of the borrowing spree indulged in by 
xessive Congress(l) governments which were in office in 
(w Delhi for all but one year of the decade of the 1980s 
t in what sense is it any less a disturbing aspect of the 
rformance of the economy that during this very period 
I pace of growth of employment has dropped off rapidly 
that the numbers of those unemployed are currently at 
lord levels? It is a well-documented fact that the rate of 
^h of employment in the so-called organised sector of 
i economy throughout the eighties was bardy one-half the 
b of growth of the workforce and that in manufacturing 
uttry itself there was hardly any expansion of 
iloyment at ail over this long period of years. 

Ut it does not evidoitly suit the government to 
nowtedfe this crisis—the rdentless growth of the already 
la mus Of the unemidoyed and the underonployed in the 
Mry. This is not only because the threat of external 
kniptcy is so immediate. It is more calculated than that, 
y dearly, the one thing the government is least inclined 
lo is to talk about the series of poliey changes, the 


so-called economic reforms, introduced by the government 
of Indira Gandhi and speeded up under Rajiv Gandhi, which 
have been responsible as much for the slowing down of 
employment growth to a tiny trickle as for bringing the 
country to the brink of external bankruptcy. This was made 
clear by the finance minister’s attempt at his press conference 
to suggest in all seriousness that the country’s foreign 
exchange difficulties were to be traced to the steep decline 
in the quantum of concessional aid flows! 

It is obvious why the government wanu to keep attention 
away from the import-guzzling, employment-destroying 
patterns of investment and growth promoted in the eighties 
in the wake of the Sbn SDR loan from the IMF through the 
simultaneous relaxation of regulations governing domestic 
industry and of controls on imports. It is these pobcies which 
led to the boom in imports and, given the compulsion to 
borrow on progressively more onerous terms to bridge the 
growing gap between imports and exports, the sharp rise in 
debt servicing obligations. But what the governmoit is 
proposing to do, once again under the garb of economic 
reform and restructuring, is to pursue precisely these same 
policies ever more vigorously with the IMF and the World 
Bank cracking the whip. Industry and business are to be 
rendered even freer to invest in and produce what they will, 
untrammelled by ail considerations of social needs and 
priorities, and residual restraints on imports, both of the 
tariff and the non-tariff varieties, are to be dismantled 
iurther according to the time-table so helpfully chalked out 
bv the World Bank in its report on ‘trade reform’. 

The government’s calculation is a simple one in essence, 
if It can manage to convince the Ifi^F and the World Bank 
of Its bona Tides in respect to pursuing these policies then 
these institutions will come forth with large fresh instalments 
of loans which in turn will raise the country’s credit- 
worthiness in the eyes of the international private bankers 
so that the government can in addition resume borrowing 
abroad commercially as well. So the continuing excess of 
imports over exports can be paid for, the mounting debt 
obligations can be met and the boom in the life styles of 
the top decile of the population can go memiy on. All the 
while, the real economic crisis will persist and intensity- 
unemployment will grow, economic disparities will widen 
and the threat of disruption and devastation of the economy 
once the flow of foreign funds, temporarily resumed now, 
dries up, will loom ever larger. 

Air told, there is not much room for a consensus. 
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KERALA 

Polarisation Helps UDF 

1HL left Democratic Front (I DF) in Kerala 
IS no doubt rucing its decision to terminate 
the lift of iht State legislature before tom 
pletion of Its full term and opt for assembly 
elections along with the general elections 
Following the elections the I OF, which had 
a strength of 7X Ml As in the previous house, 
has been reduced to ^0 while tht United 
Demociatic I ront (UDI) has increased us 
tails ftom 60 seats to 89 stats 
It IS not difficult to set tht source ot the 
I Df’s optimism which prompted us dcci 
Sion As icccntly as January February 1991, 
in tht distiicl council eletlitms the 1 OF had 
swept to powei in 12 ot 14 districts indicating 
a lead for it in 9J assembly segments On 
that occasion the I DF had polled over 64 
lakh votes as against the I'Df’s S8 4 lakh 
votes and the BJP’s 9 I lakh sotes 
The outcome of the district council elec 
lions had been influenced chiefly by three 
signilicant latlois One was tht divisions 
within tht UDF particularly between the 
Kerala C ongress gro'ips as also betiveen the 
rival tactions of the < ongrcss( I) Fqually im 
poriant was the increase in the votes polled 
by the BJP 1 he Ayodhya issue was also of 
some iclevance to the extent the Indian 
Union Muslim League (lUML) alienated a 
section of the Muslim voters owing to the 
Congress(l)’s pievarication leading to some 
restlessness in the lUMI's altitude to the 
UDI The lUMI *s brief separation from the 
UDF only fuelled the LDF’s optimism 
Where the I DI miscalculated was tn 
assuming ilial onct it had rejected the 
lUMl’s overtures lor an alliance the latter 
would not return to tht UDF told And 
whtn the lUML did rtjoin the UDF, the 
L Di blundered once again in assuming that 
tht League would be unable to carry with 
It a sigiiificani stction of the Muslims 
Flad iht coniunctua not altered within 
the space of a lew wteks the I DF’s calcula 
tions would hast been s indicated 1 hough 
the 1 DF has been rtmovtd from goveininent 
It has licit sulleiCd any ical loss of soits In 
this ilection too the 1 DI has secured 
64,62,7^9 voles which is 45 I per tent of total 
sotes pulled whereas in 1987 it had polled 
^6,96 827 volts oi 44 7 pci cent In tllcti 
what changed was tht UDPs vole which 
went up Ironi 55,59 447 votes (43 6 per cent) 
to 67,14,933 votes or 46 8 pel tent of votes 
polled 

Precisely those factors which the I DF was 
banking on laded to materialise The 1 DFs 
losses are piimarily concentrated in Thrissuf, 
1 rnakulam koitayam, Idukki, Kollam and 
Thiruvananthapuram districts in 1987 the 
presente of rebel UDI candidates contesting 
as independents had its el feet on the out 
come independent candidates in Kottayam, 
Idukki, Paihanamihitta and Lrnakulam 
took 10 2 per cent, 10 8 per cent, 7 4 per cent 
and 5 8 per cent of the voles respectively as 
against the Stau average of 3 8 per cent voles 


polled by independents, la 1991 not only did 
the number of Independent candidates come 
down but votes polled by them fell from 
4,43,197 votes to 2,17,812 votes bringing the 
State level average down to I 5 per cent It 
IS reasonable to relate this phenomenon with 
the viStMe dilution of factional unrest in 
the UDF 

Another critical factoi' which worked to 
the detriment of the LDF was the decline 
in the votes polled by the BJP In 1987 the 
RJP polled 8,22,058 votes from 127 consti 
tuencies Since then the total strength of the 
electorate has gone up from I 58 crore to 195 
irore while the total voles polled has gone 
up from I 28 crore to I 43 crore In keeping 
with this It was therefore not surprising that 
in the district council election, the BIP pol 
led over nine lakh votes But in the 1991 
assembly elections, despite the turnout of 73 
per cent being the same as m the district 
council elections, the BJP's votes have 
declined to 6,77,385 votes or 4 7 per cent of 
total votes polled 

It IS clear that a shift, not necessarily 
organised, took place from the BJP to the 
UDF To some extent this is attributable to 
the CPI(M)'s rough and ready methods For 
instance in Ka/akkootam constituency in 
Thiruvananthapuram where three RSS 
workers were hacked to death, the BJP pol 
led only 2,000 voles this time as against the 
10,000 votes It polled in 1987 Ihc UDi's 
margin of victory this time was a mere 650 
votes Cjiven that in a number of constituen 
cies tbe UDF \ victory margins ranged from 
400 to 2,(X)0, the role ot the BJP and the 
absence of independents assume crucial 
significance 

As tor the lUMl not only was its base 
revealed to be intact but it was able to re 
tain Its hold despite tacit alliances involving 
the RJP in the Badagara lx)k Sabha consti 
tuency and the Beyporc assembly 
constituency 

I NVIRONMENT 

Fading Green 

OF late ecological issues have acquiad a cer 
tain glamour Not only are there in 
numerable high profile conferences on the 
environment, but because of the growing 
never say die popular moyemem cnviion 
mental causes arc instant attention 
getters And Kamalnath, now at the helm of 
affairs, will ensure, just as Maneka Oandhi 
did in her own inimitable way, that environ 
ment will always be in the news It his first 
press conference (and subsequent pro 
nouncements) are anything to go by, 
Kamalnath does not appear to have a clue 
about the major problems facing his 
ministry Or at least that would be the con 
elusion to draw if one were not aware of 
Kamalnath’s background But it is hardly 
likely that this ex industry man does not see 
the issues The attempt, a very deliberate 
one^ IS to shift the focus away from conten- 


twu4 issues, whRt« (be nine 

ting an overall cimem for (he envkoiunent. 

In the past (and not only during Mandca 
Gandhi’s tenure) the ministry had chalked 
up quite a few successes and had directly and 
effectively intervened to reject or at least stall 
proposals which were not environment- 
friendly But now the indications are that the 
ministry will be effectively demoted while 
at the same time retaining its high profile 
(by such moves as taking up the Third World 
cause in UN conferences which, important 
as they are; do not immediately affect vested 
interests here) Kamalnath has categorically 
staled that the ministry will not reject en¬ 
vironmentally unsuitable projects outright 
Instead the authorities will be given an op¬ 
portunity for 'sell appraisal' He wishes to 
bring to an end “this perpetual confronta¬ 
tion” between industiy and environment 
Clearly, this is all a part of the coming ‘no 
rules' regime for industrial expansion 

Most distuibingly, the new minister has 
admitted that he has not given much thought 
to the Narmada issue I hat this should have 
come at a time when several villages in 
Maharashtra are in danger of being flooded 
by the river waters because of the dam is an 
indication that the issue has already been 
settled as far as the ministry is concerned 
And worse, his proposal to involve youth and 
students as “a kind of environmental police” 
to check “environmentallv degrading activity" 
IS ominous Given Kamalnaih’s close links 
with the youth wings of the ( ongress and 
given the kind ol elements who dominate 
these groups, the suggestion ot an “en 
vironmental army of sorts' must be im 
mediately challenged This is obviously 
meant to counter the growing environment 
movement 

ECONOMIC AfiFNDA 

Not Political? 

A Correspondent writes 

THF induction ol Manmohan Singh as the 
Union finance minister and hts initial exer 
cises in loud thinking on some of the crucial 
economic issues facing the nation have in 
duced louder acclamation in certain quarters 
of his envisaged freeing of the economic 
policies from political embroilments They 
all, however, overlook the fact that a separa 
tion of the two is not really possible Indeed, 
in all his utterances Singh himself is display 
ing his predilections for a particular socio 
political slam Some of his predispmitions 
.may be easily identified 

First of all, he seems to have ruled out the 
touching in any way of the ‘holy cow’ that 
IS the high level of military expemliture; even 
temporary cutbacks on which could help 
ease pressures on internal expenditure as well 
as the balance of payments Singh, obvious 
ly, IS not inclined to hurt the potiucal 
Estabbshment, lining their own punes 
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liMie iMsc tiMMctiou umI Iwtk- 
Ngindieiioryof IiMHa’sMxalled ‘mctyum 
(TMt Dower* tuuitt 

Then, he has positively ruled out cuts m 
mpoits of petroleuin, the biggest single item 
m our import bills, although this measure, 
locompampd by a rationing of petrol, could 
le of great help in meeting the present 
otegn eichange cnsis Apparently, it is un- 
hinkable for Singh and the present govern- 
nent to resort to this step as it would hurt 
HIT proliferetina new rich and the expanding 
ar industry that caters to their fancy 

The most glaring omission in Singh’s arti- 
iilation so far is his silence on Rajiv 
jandhi’s NEP The immense harm ihat this 
lolicy has inflicted on the Indian economy 
ly tlw initiation and expansion of various 
uxury product industries ranging from 
oiletry to limousines, all wnh MNCs’ parti 
ipation and with high import sonicnis is 
I well known fact 

On the contrary, Singh has taken the left 
icadcmics to task for creating 'scares' about 
he multinationals The role of the MNC s, 
ind IMF which works m tandem with them, 
n dtstorting the socio economic and 
•olitical orientations of the Third World 
ountnes has been icx) widely researched and 
IcKumented to need any comprehensive 
ubstantiation In short, to quote from a 
Kent research paper, the dynamics of ‘inter 
lationaltsation' that results from conceding 
I major role to the IMI and MNCs “in 
olves some changes in the institutional form 
if the state, its policy orientation and policy 
brmation processes and in some sense a 
nodification in the stale s economic 
overeignty” 

Hence, contrary to his bland ‘non 
lolilicar piolcssions Maiim jhan Singh has 
leen actually espousing prolound poliiics 
inly of a kind that i noi lo best inicresis 
it the country 

sASHMIR 

Caught between Gangs 

IHL admmistraiioii ot lammu and kashmii 
lad been dismissing all these months allega 
ions ot atrocities by security lorccs as 
terrorist propaganda' Now, it has sudden 
y been compelled lo adnui that such 
itrocities do take plate The state's gover 
tor, Girish Saxena, at a recent meeting in 
^ew Delhi acknowledged that there had 
leen “killing ot pass*rsby and others by 
ecurity forces in reaction to militant attacks 
m them" He did not explain however why 
ecunty forces should kill passersby, instead 
>f the militants who attacked them A case 
>f mistaken identity'* Or sheer cowardice, 
renting anger on ihe inncKeni^ 

Saxena was referring to the latest incidem 
n Srinagar On June II, the Central Reserve 
kilice Force (CRPF) jawans went berserk 
n the Chota Bazaar area of the city and kti 
ed dt least 18 people on the spot while many 
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mote died Imer of bullet wounds The fir¬ 
ing was ‘uncontrolled’, aKOrdtng to the 
government’s own version, announced one 
day later But the initial report released by 
the government on the first day described 
thoM killed as victims ol an “exchange ol 
fire between militants and security person 
nel" This was III keeping with Ihe now 
familiar knee jerk icaetton ol the Kashmir 
administration, which riiualisticaliy chants 
Ihe ‘mantra’, killed m cros's tire', whenc'sci 
faced with allegaiums ol killing ol innoccni 
cili/ens 

Information pouring in from cse witness 
accounts of the iiKideni suggests that the 
CRPF in a systematic and delibciaic way 
went about slaujhicnng the people A 
reconstruction ol the sc'qucncc of events 
indicates that a CKPI jawan was killed 
earlier on (hai day by a group ol miliianis 
neai theSyecd Mansoor Budge in Srinagai, 
when the latter attacked a secuniy lorce’v 
bunker there Iwo and a half hours laicn Ihe 
C RPF retaliation took place Iwelve C RPf 
jawans—who were iilf duty, and resiing in 
billets near Lhola Ua/aar—came out with 
guns and marcticd ii Chota Ba/aar and in 
discrimmatelv opened tire on ihc people 
there Among those killed were shop 
keepers, drivers of auio rickshaws, 
bystanders, a bOyear old woman and a 
10 year old boy F ve witnesses say that the 
jawans were dressed in vests and shorts 

In Ihe face of the public outcry agamsi 
such blatant vindictiveness by the C RPI, the 
governmem had to hastily retract its carlici 
fabrication about deaths in ‘cross lire' and 
order an enquiry Probably realising ihai 
louiinc enquiries (as ordered m Ihe past) do 
nut inspire much public confidence (as none 
of the enquiries ordered till dale has pioduc 
ed any report), the government decided to 
hand it osci to Ihe < i iiital Biiic.iu e»t Jn 
ve-stigalii>ii (( HI) hcai that llie 12 C RPI 
jawans base been icmewed Irom active dutv 
None of them has cither been suspended eir 
arrested lot murder pending invesiigation, 
w Inch IS what shoulel have been done under 
the law ol the land 

Bui whv IS ihcrc ibis sudden acknowledge 
meni of C RPI misbehaviour, or readiness 
in conceding to a ( Bl inquiry"* Does it 
indicate a change in ihc stance ol the newly 
installed t eniral government towards 
Kashmir"* Is it a conciliatory carrot foi ihc 
consumption of the Kashmiri public** Or is 
It an indication of the civil administration s 
loss of (Omrol over the security forces (on 
w hich alone the C emit had been dt pending 
all these months lo solve the Kashmir 
problem)'* Intideniallv, one of the advisors 
to the Ja-nmu and Kashmir governor, who 
was staying in Delhi on the day of the Chota 
Bazaar massacre, was lepoi ed to have con 
fided to his colleagues in the bureaucracy 
that the CRPF had mutinied’ In public, 
however, he stuck to the first ofricial veision 
of ‘deaths in cross tire’ 
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It IS qvue obvious that contradictions and 
self-imerest-motivated pressures are buildup 
up within the administralion which are fur 
ther bedevilling Ihe already blighted Kashmir 
policy of the government Some time ago, 
a sc'imir olticcr ol a ( cmral inielligcnce wing 
who IS in charge of investigating into alleged 
loreign links of the Kashmiri militants, was 
caught red handed in his' New Delhi rest 
dcncc by his own deparimental colleagues 
when he was accepting a neat package of 
bribe from one of ihc accused involvc'd in 
a case lonccining his area ol investigaiion 
Ciivcn this slate ol altairs in ihc iniclligence 
department, how tan the publiv trust the 
svnsaiional disclusutes about aricsis ot 
dreaded' Kashmir! terrorists liequcntiy 
dished oui by ihc home minivtiy * Arc they 
realty lerrorisis’ or juvt potential hostages- 
people who can shell out the ransom ic 
quired tor their release lor the private collets 
ol enterprising ollitcrs ol the C Bl, IB, RA\\ 
and the host of competing intelligence agen 
cics* It seems that the common people ol 
Kashmir arc caught between two gangs of 
‘kidnappers’— the militants and the sccuntv 
torses While ihc governmcnl cannoi sup 
press the formci, it will not punish the la’ 
icr By occasionally apologising tor the 
misdeeds ol the seeuriiy toreis the al 
ministration cannot hope lo loinmand the 
respect ot ihc people ot Kashmir 

WORKLRS’ HI At IH 

State-Industry Collusion 

1 Hf US Occupational Safety and Health 
Act, 1970 (OSHA) has long been considered 
a landmark in workers’ struggle lo institu 
tionalise and give legal form to thiir right 
lo a dean and sate wuikplace Although it 
has seen many changes, most ot which have 
resulted in diluting the legislation, it con 
iinucs 10 be among the most stringem ot 
labour taws in the world (nven this the 
Multinational Monitor s recent suivc’v ol ihc 
Aci’s entoaemem is a revealing ci'mincni on 
lusl how well stale and industry collude to 
render inclfcctiye even Ihe mo>t progiessivi 
ol laws, if It damages industry s inicrests 
1 be survey analvses completed OSHA in 
spcction reports from 1982 through 1990 toi 
the 10 laigesi US corporations -Chrvsltt, 
Dupont Fsxon, Ford Moiots (lencial Llec 
trii, Cieneral Motors IBM Mobil, Philip 
Morns and Texaco—which among them 
cover a wide range ot industrial activity The 
sulvc^ finds ihdl m moie than 67 pci ccni 
ot the cases ot violations ol the law, ihe 
prescribed penalties have not been levied for 
one reason or the other And among the 
cases where tines were imposed, in more 
than 86 per cent, the fines unalied S 1.000 
or less, thus making a mockery of the Act 
Out of the 7S9 inspei lions analysed, in only 
12 cases were total penalties between $ $,000 
and S 10,000 levied and only m ti were fines 
ol S 10,000 or more levied 
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hul of the reason for this sluggish 
implementation of the Act could be the cut 
imposed in the OSHA budget in the Reagan 
and Bush administrations which has, among 
other things, meant that the number of in 
spectors under OSHA>remain an inadequate 
1,200 tor the >even million workplaces to bi 
inspected under the Act In justit>tng these 
cuts the government has tended to empliasise 
the dubious philosophy of ‘soluniary com 
pliance' with safety standards This has of 
course, never worked and ciitics have dubbed 
It a ‘farce’ Hies suggest that onfs when 
OSHA inspectors are stationed in companies 
on a dailv basis, just as are internal resenue 
personnel, can there be voluntary com 
pliance’ Interestingly, in 1989 an OSHA m 
spcetoi IX’ii lotgreii had (in his boeik 
Dangemus Premises in Insuhrs ^leu <>/ 
OiiHA Fnfortemini) reported that the 
legislation worked most eflieiently in places 
“where there arc strong and responsive union 
representatives” He suggested then that 
“worker empowcimctit was viiuial to com 
bating corporate disregard lot woikcr health 
and safety 

Ihis IS something that should bi kept in 
mind while lobbying toi mote stiingcnt 
health and safety legislations in this vountiv 
as well 

SOUTH AFRICA 

AINC under Pressure 

WITH the scrapping of the l,and Registra 
lion Act by parliament. South Africa enters 
the second phase of the process initiated to 
‘dismantle apartheid I he withdrawal of 
economic sanctions by the I ( and Japan, 
and the promise to do so by the United 
States has put the Aliican National Con 
gress (ANC) in an awkwaid position Only 
days beloic the US announcement. Nelson 
Mandela then ANC depiilv president was in 
Washington calling foi the continuance ol 
the saneltons All along while making 
various concessions on such issues as the 
lutuie role ol toicign capital the ANC has 
been arguing that saneliom should remain 
in place so long as apartheid is not complete 
ly lemovtd, acknowledging that sanctions 
and othei forms ol miernational pressure 
had gone a long way in the light against 
apartheid 

Not |ust has the ANC lost gioiind on the 
continuation ol inieiiiational sanctions 
Mandela and the leadership are lacing a 
majoi upheaval within the ANC as well 1 he 
moderates within the ANC . led by Mandela 
ate seen by the oigamsation s militant wing 
as having made far to«) manv concessions 
to the government 1 his pressure has fore 
ed Mandela to admit publicly that the ANC 
leadership may have overestimated the 
regime's genuineness in wanting to disman 
tie apartheid and that it may have gone too 
far in agreeing to concessions I or his part, 
de klerk has sought to take advantage of the 


dissensions within the ANC by suggesting 
that Mandela and he eploy a special relation¬ 
ship As the ANC enters a critical phase in 
the negotiations with the regime, differences 
and bitterness within the party are on the 
increase, inevitably perhaps 

A further problem for the ANC is the 
growing conflict with the Inkalha Party and 
the resultant violence in black townships on 
j Seale not witnessed before The ANC’s 
failure to find an effective solution to the 
violence has tarnished its image It is faced 
with declining support and the tear even 
among those who continue to support it 
that It IS no longei capable of protecting the 
black maioiity 

1 he govcinment has done little to stem the 
V lolenee It has taken an ambiguous post 
non on banning personal possession (I 
weapons -one ol the demands ol the ANC 
tor icsuming negotiations—claiming that 
the eativing of speats is part ol Zulu tradi 
tion I he government’s tailuie to act to end 
township violence tantainounts lo con 
nivance More generally the government s 
large seiairity apparatus continues to opeiaie 
in an overt and covert manner harassing 
ANC cadres and inciting violence Ottieial 
statements on new restrictions on the police 
are belied by the fact that espeiiditurc on the 
police has been raised by M per cent this 
year 

I W de Klerk s actions ate pait ol a wider 
strategy to deliver a constitution acceptable 
to the white minoritv, the basics ol which 
he hopes will be agreed on at an all pans 
conference The ANC agreed in principle to 
an all party conference in February 1991, but 
reverted last month to its demand lor a con 
siitucnt assembly and an interim govein 
ment While the lebruaiy statement had 
be-en tactically necessary at the tunc it does 
give de Klerk a better bargaining position 

While de KIcik and his embattled 
National Party were forced by ciieunisiantes 
into initiating the prcKCss ol disniinilinc 
apartheid, the ANC in accepting a iiegoiia 
Ic'd setilcme'it was also accepting the pit tails 
attached to such a process At the end ot the 
lust stage ot the negotiations de Kleik has 
done all he could to safeguaid while inieiests 
by winning over Westcin support awas lic'ni 
the ANC , by diluting the taith ol the black 
population in the ANC and by luithcriny 
divisions within the ranks ot the ANC 

laced with major onslaughts on mans 
Ironts as it prepares for its first national con 
lerence in 17 years, the ANC leadership h is 
called for the stepping up ol “mass action 
which “is the onlv legitimate lorm ol exprts 
Sion in the absence ol voting rights 
while warning the government that it has 
merely “suspended" and not “terminated 
Its armed struggle There is little doubt that 
the leadership has been influenced bs ini 
patient voices within the ANC which are 
likely to grow more insistent as Nelson 
Mandela, in his new role as president leads 
the ANC back to “the theatre ol sirugele 
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if the objective was to secure as laiBC 
an aid commitment as possible, then the 
discussions at the Aid Consortium 
meeting at Pans mi^ be slid to have gone 
off fairly smoothly this year Thenteof 
growth of the economy (though with 
agriculture contribuung the mmor part 
of It) was a respectable S 5 per cent m 
1970-71 And for all the mdical talk, no 
new steps have been taken in the fields 
of nationalisation or industnal licensing 
to cause offence to the foreign donors or 
to (he World Bank’s economic myth- 
makers (nationalisation of general in¬ 
surance having been already discounted 
as an irrelevance) On the other hand, the 
government formed after the parhamen- 
tary elections earlier this year must ap¬ 
pear to assure ‘political stability^ com¬ 
modity much sought after by the world’s 
aid-givers but equity rare among the aid- 
receivets And like all ‘stable’ govern¬ 
ments, this particular one has appeared 
to be in no huriy to do very much which, 
again, is on the whole reassuring to the 
aid givers Finally, the patience of the 
government in bearing the economic 
burden ol the refugees from Bangladesh 
without taking any drastic political or 
other action deserved and got sympathy 
from the aid givers So, everything taken 
together, there could not have been a 
moic favourable constellation ot cir 
cunisianccs fur going to Pans with a 
biggcf begging bowl 

* * w 

1 here is reason why interest should 
attach to the annual report of the 
ministiy |of industrial development] this 
year jiarticularly it is by now clear 
enough that the recovery from the in 
dusirial recession has been neither as 
quick nor as automatic as had been ex 
peeled two years ago The industrial 
growth rate actually declined in 1970 But 
even more important art the structural 
problems facing the industrial sector, as 
reflected in the persistent underutilisation 
of capacity in a wide range of capital 
goods industries -most of them the very 
industries which had been hand picked 
foi large investment tn the Second and 
I hird Plans as being vital tor laying the 
basis for long-term industrial growth 
Clearly, there is need for formulating a 
medium term strategy for industrial 
growth which will build on these past in 
vestments instead of allowing them to 
become a millstone ..round the neck of 
the economy However, one looks in vain 
tor any traces of thinking along these 
lines in the Report of the Industrial 
Development Ministry 


U74 


f conomic and Political Weekly June 29, 19*1 



mtisncs 


Variation (per ten!) 


ladcx Nombera of whoMMle Pricefl 


Latest 

Over 

Over 

Over 


“ 

- 

— 

(I9tl*<2 - 100) 

Weight 

33feek 

Last 

Last 

March 

In 

In 

In 

In 



8-6 91 

Month 

Year 

31. 1991 

90 91 

89 90 

88 89 

87-88 

All Commodities 

1714 

194 8 

08 

10 6 

16 

102 

7 5 

82 

58 

Primary Articles 

1669 

2010 

09 

13 2 

28 

13 1 

49 

113 

91 

Food Articles 

177 3 

218 3 

20 

12 6 

t 6 

119 

99 

90 

10 2 

Non-ibod Articles 

1764 

214 8 

08 

17 6 

20 

16 9 

-1 7 

216 

II 3 

Fud. Power, Light and Lubricants 

164 9 

189 5 

02 

14 5 

05 

119 

55 

35 

67 

Manufactured Products 

174 7 

192 3 

08 

84 

1 1 

119 

94 

72 
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Month 

Year 

1991 

1990 91 

1989-90 

88 89 

87-88 

IndustrU Workers 1982 100 

202^ 

05 

12 2 

05 

11 2 

6 5 

91 

91 

Uihan Non-Manual Employees 1984-85 = 100 

169’ 

- 

134 


110 

69 

82 

79 

Agricultural Labourers July 60 to 

843' 

1 8 

139 

NA 

NA 

32 

114 

12 5 

June 61 100 
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MiMwy and Banking 


Latest 

Over 

Over 

Over 







Week 

last 

Last 

March 23, 

In 

In 

In 

In 



(17 5 91) 

Month 

Vbar 

1991 

90 91 

89 90 

88 89 

87 88 

Money Supply (M,) 

Rs crore 

2,77,175 

4,574 

38,304 

10,474 

34,300 

28,571 

22,027 

22.295 




(17) 

(16 0) 

(3 9) 

(14 9) 

(181) 

(15 7) 

(18 8) 

Net Bank Credit to Government Sector 

Rs crore 

1,48.182 

3,745 

22,803 

9,893 

21,778 

12 715 

12 811 

12,776 

Bank Credit to Commercial Sector 

Rs crore 

I 72,890 

987 

19,894 

2,933 

19,552 

20,531 

12 389 

11,294 

Net Foreign Exch Assets of Banking Sector 

Rs crore 

^132 

112 

1,501 

-885 

1,429 

637 

682 

1,314 

Deposits of Scheduled Commercial Banks 

Rs crore 

1,97,426 

1,447 

27,039 

6,237 

24.230 

22,041 

15,321 

17,320 




(0 7) 

(15 9) 

(3 3) 

(14 5) 

(18 7) 

(14 9) 

(20 3' 

Foreign Exchange Assets 

Rs crore 

2,645 

181 

-2,106 

-1,353 

1,710 

830 

508 

6(M 




( 64) 

(-44 3) 

( 33 8) 

( 300) 

( 116) 

( 66) 

(8 6) 

Index INumbeni of Industrial 

Wnghts 

1 atest 








Produrtion 


Month 

Averages (or 


Variation (per cent) 


(1980-81 - 100) 


(Nov 90) 



In 

In 

In 

In 

In 




1991 92 

1990 91 

1990 91 

1989 90 

1988 89 

1987 gb 

1986 8" 

General Index 

1000 

2019 

200 3 

182 8 

h 3 

87 

7 3 

91 

87 

Mining and Quarrying 

11 5 

199 0 

202 8 

1997 

59 

79 

3h 

62 

42 

Manufacturing 

77 1 

197 9 

195 6 

175 6 

8 5 

87 

79 

9 3 

97 

Electricity 

114 

232 1 

230 5 

214 4 

10 ■’ 

95 

7 7 

10 3 

85 

Basic Industries 

394 

NA 

NA 

NA 

NA 

99 

96 

92 

68 

Capital Goods Industries 

164 

NA 

NA 

NA 

NA 

74 

159 

182 

106 

Intermediate Goods Industries 

20 5 

NA 

NA 

NA 

NA 

11 5 

48 

44 

75 

Consumer Goods Industries 

73 6 

NA 

NA 

NA 

NA 

60 

65 

71 

12 5 

Durable Goods 

26 

NA 

NA 

NA 

NA 

221 

78 

18 9 

187 

Non-Durable Goods 

210 

NA 

NA 

NA 

NA 

24 

62 

49 

II 

Forrign Trade 

Unit 

Latest 

t umulative loi* 








Month 










(Mar 91) 

1991 92 

1990 91 

1990 91 

1989 90 

1988 89 

1987 gg 

1986 87 

Exports 

Rs crore 

3,427 

32,527 

27,681 

27,681 

20,302 

15,741 

12 452 

10,895 






(36 3) 

(29 0) 

(26 2) 

(14 3) 

( 72) 

Imports 

Rs crore 

3.625 

43.171 

35,416 

35,412 

28,194 

198 

10 644 

7,735 






( + 25 6) 

( + 23 9) 

(112) 

(2 2) 

(14 7) 

Balance of Trade 

Ks crore 

-198 

10.644 

7,735 

7,731 

7892 

6 658 

7,644 

8 763 

Employment Exchange SlatifUirs 

Unit 

Latest 

Cumulative for* 








Month 










Dec 90 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Number, of ^plicants on Live Register 

Thousand 









as at end of Period 


34,632 

34,632 

32,776 

34,632 

32,776 

30.050 

30,247 

30.131 

Number of Registrations 

Thousand 

600 

6,541 

6,576 

6,541 

6 576 

5,963 

5,465 

5,535 

Number of Vacancies Notified 

Thousand 

46 

530 

600 

530 

600 

543 

621 

623 

Number of Placements 

Thousand 

2‘ 

284 

289 

284 

289 

329 

3t)0 

351 

Income 

Unit 

1989 90 

1988 89 

1987 88 

198(> a? 

1985 86 

1984 85 

1983 84 

1982-83 

Grots Domestic Product (current prices) 

Rs crore 

3.92,524 

3,49,105 

2,94,408 

2,60,442 

2.34,159 

2,07,869 

1,85 991 

1.58,851 

Gross Domestic Pioduct (1980-81 pnees) 

Rs crore 

1,95,237 

1,85,543 

1,70 716 

1.63.924 

1,57,348 

1,49,966 

1 44,310 

1,33,469 

Per Capita Income (1980-81 prices) 

Rupees 

2,142 

2,078 

1910 

1.881 

1,852 

1,804 

1,780 

1,682 


* Bar current year upto latest month for which data are available and for corresponding period of last year 
** Excluding gold and SDRs + Upto latest month for whiLh data are available NA Not available 
+ Provisional data @ Quick estimates 

htoles (1) Superronpi numeral denotes month to which figure relates, e g, mperssnpt' indiiates that the figure is tor lanuarv and so on 
(2) Figures in brackets denote peicentage variation over previous period 
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POTOMAC MUSINGS 


Metastasis of Parenthood 

Deena Kluitkhate 


Children in America suffer not from malnutrition or hunger as 
in much of the world; they are tyranmsed by the decay of moral 
values, the ruination of families and the dehumanisation of 
society. 


THE elementary question of why parents 
desire children becomes elemental here in 
American society Parents have their 
broken marriages, fathers their sexual 
perversities, admimstrators of educational 
institutions give vent to their sexual fan¬ 
tasies and custodians of day-care centres 
sexually abuse and physically torture their 
wards A man fights not for his own pre¬ 
sent so much as for the future of his 
children, he seeks riches for their welfare. 
But see what is happening in America— 
children are shamelessly used for sexual 
molestation, not by lumpen child-lifters, 
but by the parents who brought them into 
this world 

There is a saga that has just ended— 
poignant, tragic and inhuman Dr 
Elizabeth Morgan Foretich, the mother of 
a seven year old daughter, hid her from 
her husband, a doctor, whom she accus¬ 
ed ot molesting the child when she was 
two years old She was jailed for two years 
following a court order to bring her 
daughter back from hiding so that her 
father could exerase his visiting rights 
Only when Congress amended the law was 
the mother released When she came out 
of jail under special dispensation of the 
Congress, the first thing she did was to 
remarry Soon alter her release the lathei 
of the child, who had employed profes¬ 
sional detectives spending thousands of 
dollars to locate his daughter’s hideout, 
eventually succeeded in tracing her to her 
maternal grandparents in New Zealand 
The judicial fight moved from the 
American court to a New Zealand court 
The judge in New Zealand has now given 
his verdict that the daughter should re¬ 
main in New Zealand with her grand¬ 
parents without being visited by her 
lather The judge ruled that visits by the 
father would place the daughter “in the 
midst of parental conflict with the in¬ 
evitable disruption oi her emotional 
security” Well, did the judge find any 
evidence of incestual behaviour by the 
father'* Not at all, and yet the judge did 
conclude that Elizabeth Foretich and her 
parents had often told the child, Hilary, 
about having been abused by her father 
and for Hilary this became the reality, 
whether or not the belief had any basis 
in fact Who is guilty then? Father'* 
Mother’ Mother’s new husband'* Grand¬ 
parents'* Or all of them who used the diild 
as a weapon m the parents’ marital 


warfare"* 

From medical doctors you turn to a 
respected, tenured professor of nuclear 
engineering at a Maryland University who 
was accused by his grown-up daughter, 
now married, of subjecting her to in¬ 
cestual sexual abuse since she was eight 
years old She waited 18 long years to take 
her father to court The court released the 
father but not without challenging the 
character of the daughter There seemed 
some shred of evidence—flimsy and 
speculative—that the daughter wanted to 
extract money from her father with which 
to help her husband to meet his alimony 
payments to his first wife A daughter 
could have conceived of a thousand other 
accusations against her father, but she 
chose the one which was symbolic oi the 
modern era Whether right or not, crcdi 
ble or not, parental sanctity is being 
assaulted day in and day out And it tends 
to acquire credence because everydav 
families are bang destroyed, despite the 
Republicans’ sales talk about the nobility 
and sanctity of families in American 
society There is something mysteriously 
amiss in all this Accusations of incestual 
crimes do not come out of the thin air 
The social mores of this sociologicalls 
disturbed society are changing II the wile 
does not care tor the husband and the 
husband does not care for the wile, why 
should sons and daughters care tor iheir 
parents'* It Ann Landers’ daily column 
mirrors changing American society, it 
offers plenty ol evidence of these perver 
sities surfacing at different layers ul 
society One recent letter from a daughter 
asks Ann Landers why she should not 
marry her father when he needs the care 
and attention which her late mothei gave 
him 

And a startling indictment of the sur 
rogate patents in the day-care centre has 
recently come from California The whole 
family—father, mother, son and daughter 
—who have been running a centre for 
young children were indicted for child 
abuse, ranging from sexual perversities to 
inhuman beating oi the hapless innocents 

One would like to believe that these 
stories are not typical of this society and 
that, as in any other society, these repre¬ 
sent some stray aberrations in behaviour 
or some psychic disorder But now comes 
a new phenomenon, which is superfiaally 


different from the libidinous misadven¬ 
tures of parents Or day-care centre guar¬ 
dians. A coupk Abe and Muy Ayai, have 
deaded to have a baby. It is not a surprise 
that they should have a baby, but it is cer¬ 
tainly mote than a surprise to be told that 
they want to concave the baby to um a 
part of that baby to save thar other dying 
baby The grown child, 17 years old, is 
dying of leukaemia and she can be saved 
only by a bone-marrow transplant from 
a donor having compatible genetic chaiac- 
terisucs It IS as if they want to have a child 
to provide ‘spare parts’ for another The 
parents know that removing bone marrow 
from an infant child is nsky; the child may 
well die of shock They know too that 
there is no more than a 25 per cent chance 
of the older child surviving even with the 
bone-marrow transplant Perhaps the 
child they have raised for 17 years has a 
grcatei right to life than the one that ts 
just born Why beat your breast? Do you 
not champion abortion to slow down 
population growth'* Newly born children 
are little more than a developed foetus; the 
aborted one is little less Both have bfe and 
it one’s life is to be destroyed to save 
another’s, is it not better than the elimma 
tion ol lile which is what abortion means’ 
This IS a democracy, and Ireedom is 
precious Whal li me right to choose 
supersedes the right to life’ 

Ihis IS not the brave new world of 
Huxley, this is a selfish technocraiic world 
Mhcre biotechnology, gcneiic engineering 
and I raid’s libido arc spiralling in a 
devilish dance You yearn lor children and 
you geneiate them, it necessary through 
in vitro Icrtilisation oi b\ creating 
surrogate motherhood or by the bastar 
disation process But then why destroy 
them by use ol the same technology’ Is 
It another kind of manifestation of the 
law ot ‘haves and have nots’’ Daniel 
Moynihan, a Democratic senator of the 
US C ongress. is moving heaven and earth 
to improve the lot of the nation’s childien 
through new weliare legislation, because 
he found that 22 per cent ot children born 
111 the late l%0s were dependent on 
welfare But his perception that ‘‘the pro¬ 
blems ot children in the United States are 
overwhelmingly associated with the 
strength and stability of their families and 
that oui problems do not reside in the 
nation but in our behaviour”, is totally oft 
the mark Children suffer not from mal 
nutrition or hunger as in much of the 
world, they arc tyrannised by the decay ol 
moral values, the ruination of families, the 
dehumanisation of society brought on by 
the onslaught of the mindless advance of 
the new biological sciences The malaise 
IS deep, the children, those beautiful 
flowers in life’s garden, will wither away 
even if they are kept alive through the 
transplant of spare parts 
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The east Europeans had stable prices, rationed food generally in 
reaaoaabie quantities, amide deahing even though somewhat 
unimaginative in d^dgn and quality, housing of some sort; they 
had fiiti emidoyment, gataous sodal security arrangements, 
mdmdaed ediKdkm and health care, and music and culture 
aganiaed fin the miliums. But tire east Europeans woe hustled 
into choosing. They duxse to be free. They have chosen galloping 
inkes, steeply declining prodixtion, unemployment for 50 per cent 
of the workforce and social chaos. Hae, in India, the sbaqyers of 
our dediny ate now being asked to be inspired by the example of 
the east Europeans. 


A CRAZY, bhxMly, over considerabie 
paru uafur, general election, rendered 
by a chief election commissioner 
both incapable of being fair and determin¬ 
ed to God. And now, even before the 
new government is properly assembled, 
thepresnneisoKtheforeignfinancialin- 
sthntions are waiting, the govenunent, the 
ibu thing it must d(\ is to sign on the dot- 
lad hae. It will be crazy not to acceiM the 
sagest of advice the foreigners are inofer- 
ring. In any case the government must fur¬ 
ther open up the economy. This may hurt 
on all sides, the foreign exchange crisis 
may turn into a permanent one; the coun¬ 
try^ exports may not show any spec¬ 
tacular improvement. So what, tt^ will 
hi; the foreigners say, other compensa¬ 
tions. Exposure to the outside world will 
aiake the economy more efficient. Com¬ 
petition forces men and women to give of 
their best. Orux we cross over to full- 
fledged liberalisation, goods and capital 
and expertise will begin to pocolate from 
outside, India will become a bustling, 
modem country. What a nice feeling that 
pnupect provides. Of course; given the cir- 
cumUances, such liberalisation is con¬ 
tingent upon the back-up of unlimited 
hxcign exchange; which we do not at the 
moment have. The country in fact is 
already sucked into an exterrud debt trap 
of the gravest m^itude; Not that the 
dispe n sera of advice are not aware of the 
pradica men t Pride however goeth before 
a fidl. They ask us to swallow our pride, 
and aBow foreign institutions to t^l us 
out and take charge c>f our destiny. That 
oouht be bitter medicine; but we must look 
at the bright side of it: inafew years* time 
we will emerge as a strong, economically 
efficient entity. 

We must leiTO from the example of the 
east Europeans. Hwy were the original ex¬ 
ponents of the clos^ system. More than 
any others, they know what a disastn'that 
was. Th4^ suffered, for decades on end. 
privation of the indescribable kind; 


unimaginative food, often in short supply, 
drab clothing, cramped housing, in sum, 
a gloomy, cheerless existence Only a 
handful amongst them, those in the good 
books of the party caucus, lived it up. 
Thank goodness, even the worm learns to 
turn. It took them some 40 years, but the 
labours of Radio Fite Europe and Eurovi¬ 
sion haw not been in vain, the east Euro- 
peaiu haw fmaily opted for freedom, they 
haw dismantled the planning apparatus 
and those wretched controls that vwnt 
with it, goods and men can now flow in, 
and flow out, freely, uninterruptedly. If 
those centrally planned economies could 
giw up their shackles, why cannot we? 
After all, in our case no ideology is in¬ 
volved, pragmatism should determiiK our 
basic economic decisions. Why must we 
then be afraid of slipping into efficiency? 

The dictionary meaning of efficiency is 
vague, as vague as u can be: to work well, 
quickly and without waste. Working well, 
but according to whose judgment? And 
if briskness is efficiency, a crowd of 
rioters, systematically making a bonfire of 
shops and houses m the neighbourhood, 
is outstandingly efficient. Consider also 
this business of wastclessness. A rampag¬ 
ing mob concentrates its anger on specific 
targets, it does hot allow its fren/y lo be 
deviated, is that what wastelessness is 
about? Efficiency is sometimes alter- 
natiwly expressed in terms of the ratio of 
work done to energy expended. No Jesting 
Pilates are alas around to regale us with 
cynical comments which could illuminate 
the definition. Even so, consider Poland 
or the territory which was till yesterday 
known as the German Democratic Repub¬ 
lic It has taken less than two years to 
reduce at least one-half of the working 
force in both countries to a state of 
worklessness; production has plummeted, 
and the level of unemployment over there 
is today even higher than what it was in 
north America or Britain in the nadir of 
depression. Unless funds of an astrono- 


nicgl ffirinmu punqred fttsm mnsidc; b 
would be impossible fpr Poland and 
eastern Germany, we are told, to reduce 
this load of unemploymoit. Is that not 
waste; to hare one-half of the labour force 
stay idle for months and years on end? 
Once they ate idle, the equipment with 
whidi th^ used to work are also forced 
into idleness. Is it therefore not a double 
waste, of men as well as of machines? The 
inert nuudiines are of course saved the 
bother of wasting any further energy when 
they are idte. As far as the workers are 
concerned, they have however to spend 
their energy even when out of employ¬ 
ment. They hare to search for work and 
for food. At the end of the day and the 
week and the month, for the bulk of 
them, the story is of unmitigated despair. 
Where does efficiency enter into this 
picture? 

Or are we missing something? Prices in 
both Poland and eastern Germany hare 
rcporiedly jumped 1(1 limes over ihe past 
couple of years. That, in the view of the 
economic liberators, is an exceedingly en¬ 
couraging development. High prices, they 
point out. reflect the true degree of scar¬ 
city of goods. In the past, rigid price con¬ 
trols had been most unwisely clamped on 
so-called essential commodities. Such arti¬ 
ficially low prices discouraged supplies 
and gave rise to a flourishing black 
market. The black market in fact was the 
honest .surrogate of social reality, prices 
quoted in it were the true index of scarci¬ 
ty. Liberalisation is vindication of the free 
market principle, the distinction between 
the official price and the black market 
price IS obliterated, the black market price 
receives cognisance as the formal opera¬ 
tional price True, this price, more often 
than not, is beyond the reach of the ordi¬ 
nary man and woman. Oitput and employ¬ 
ment shrink, money wages and subsidies 
are cut for those still engaged in work, 
prices jump by roughly one thousand per 
cent. Like London Bridge, the standard 
of living of the average citizen keeps fall¬ 
ing down, is this phenomenon then what 
is to be described as efficiency? 

We will be admonished to cut out such 
frivolities. We must look at the bright side 
of it. Even in eastern Europe, a number 
of industries haw made their entry, or re¬ 
entry, in the aftermath of the collapse of 
the planned economic arrangements. Is 
that not a sign of health? The stock ex¬ 
changes are back. Moreover, all work and 
no play, who does not know, makes Jack 
a dull boy. Hungary and Poland and 
Czechoslovakia hare be<‘n •-xtricated from 
that fate. The liberated libido of eati 
Europeans was a vast tabula rasa. Nature 
abhors vacuum. Pornography is already 
emerging as the leading industry in these 
countries. 

One swallow though does not make an 
uninterrupted summertime. Empty bellies 



besides, ait iK>t genemOy conducive lo the 
appreciation of pornographic pictures; 
one also needs some minimum cash to 
gain entry into a theatre which spedaiises 
in bvt sex shows. The hundreds of 
thousands at present unemployed are ob¬ 
viously without such wherewithal. Those 
who expected a miracle in the offing are 
therefore going to experience a heart¬ 
break. pornography is unlikely to emerge 
as the leading sector in economic develop¬ 
ment in post-Marxist eastern Europe 

But the difficulties east Europe is fac¬ 
ing, we will be finally told, are only fric¬ 
tional When sweeping changes take place 
in society, there are, inevitably, some pro¬ 
blems of adjustment, the east European 
countries will have to travel along the 
necessary learning curve, they have to 
leach themselves the rudiments of cost ef¬ 
fectiveness and all that, it is only when 
these lessons are fully absorbed that we 
might expect satisiactory economic per¬ 
formance in these countries. Be reasona¬ 
ble, the mess created over 40 years cannot 
be cleared overnight, and no use quoting 
Maynard Keynes, he has been dead for 
some forty-five years 

Meanwhile, we should do well to allow 
the significance of president Ckirbachev’s 
imporiunings before the former director 
of the Central Intelligence Agency, the 
present president of the great United 
States of America, sink into our psyche 
It IS not tor nothing that the Soviet leader 
has re classed himself He has seen the 
light The vacuity of Marxist economic 
practice, epitomised in the surcease of the 
central planning apparatus, says it all The 
social welfare function, has not Ken 
Arrow proved it already, is as outrageous 
a notion as there can ever be A philo¬ 
sophy of life which IS unable to satisfy the 
elementary needs of the people stands 
self-exposed Now that Marxism is offi¬ 
cially defunct, economic controls of all 
descriptions, silly offshoots of socialist 
and pan-socialist thought processes, are 
bereft of even a minimum rationale 
Mikhail Gorbachev could not agree more 
He IS committed to dismantling the old 
system At the moment, he is only lor 20 
per cent dismantlement, he is concerned 
over the possible angry reaction of house 
wives confronted suddenly by a 10-fold in 
crease in prices and ol workers rudely 
thrown out of jobs The former Director 
of C lA howevei wants his friend Gorby 
to go all the way, and immediately No 
doubt they will reach a common ground 
of understanding Why cannot we learn 
from the inspiring example of comrade 
Gorbachev, and let go of our own clumsy 
system’ 

Mikhail (lorbachev, out with his beg¬ 
ging bowl, may yet get his 2S0 billion 
dollars, or he may not He can be safely 
left to his fate As he has himself gone on 
record, in this nuclear age, none is his 


brother’s keeper, ^muld the writing of 
history nonetheless be diverted on to 
wrong rails? The collapse in eastern 
Europe had little to do with any wob 
bliness in the philosophical foun^tions 
of socialism, nor has it reveded any 
gnevous deficiency in the logical structure 
of the magnificent law of social dynamics 
knowrn as Marxism. Barring the polemics 
the so-called impossibility theorem has 
thrown up, few v^d issues have been rais¬ 
ed, on purely epistemologicai grounds, 
against the principles of a command 
economy. There is also this latent irony 
the end-point of the sociaOst quest is hard¬ 
ly much afar from the destination sought 
theoreticians extolling the virtua of the 
free market. It is in both instances the 
maximisation of satisfaction for society’s 
largest number What has been repudiated 
in Poland and Crechoslovakia and 
Hungary is not Marxism, but the party 
apparat which allowed itself to be divorc¬ 
ed from proletarian realities, party life 
ceased to be, and was displaced by a 
perverted ditism. Signals therefore began 
to go wrong The command system did 
not fail, the command system was put to 
wrong use. Because it was fed wrong facts 
and issued preposterous instructions, 
chaos became king At that awkward 
moment, Mikhail Gorbachev pressed the 
panic button, and called his soldiers and 
economic advisers home. He had, con 
tinues to have, the gleam ol 250 billion 
dollars in his eye, that could still save what 
remained ol the Soviet Union, the rest of 
east Europe is an irrelevance lollowing the 
bunal, sc'vetal faihomsdcep of ihc intei 
national brotherhood of the working class 
Facts ate however, difficult to be ren 
dered into unfacts The idea ol material 
balances the Soviet planning authonties 
had introduced in their wot king sheets 
way back in the 1920s was a trail bla/er 
Wassily Leontief carried the precious 
cargo when he migrated from (losplan to 
Harvard With a bit of embelhshineni pro 
vided hy Walrasian general equilibnuin, that 
bag of tncks has provided inspiration tor 


much of the macro-economic forectisting 
Americui financial CKpetts haw tgiedalis- 
ed in in the post-war decades. Littte reason 
for feedstock for the goose not to be 
feedstock for the gando’ toa The east 
European catastrophe is not on account 
of an oigamc fault m tire working ap¬ 
paratus, nor is it attributtfrie to any latent 
poverty in the undeipinning of philo¬ 
sophy; it is more because of the failure to 
transmit the s|drit of the philosophy into 
the processes of one's daily Hvtng. 
Socialism did not fail, it was pride in 
socialism which did. Once pride was mis¬ 
sing, there was an abdication of morale 
toa The east Europeans were hustled into 
choosing: they had stable prices, ittion- 
ed food generally m reasonable quantities, 
ample clothing even though somewhat 
unimaginative in design and quality, 
housing of some sort. Moreover, they had 
full employment, generous social securi¬ 
ty arrangements, subsidised education and 
health cate, and music and culture 
organised for the millions. They also had 
two-thuds of the Olympic m^als But 
they chose to be free. They have chosen 
galloping pnccs, steeply declmmg produc¬ 
tion, unemployment for SO per cent of the 
workforce and soaal chaos. 

Over here, we never built any soaaiist 
edifice, we have an impeccable feudal- 
capitalist order where controls only play 
a peripheral role, acting as some sort of 
a buffer between the pillaging few and the 
plundeied millions The shapers of our 
destiny are now being asked to be inspired 
by the example of Mikhail Gorbachev and 
withdraw whatever residual controls there 
are Gorbachev, if the grapevine is to be 
trusted, will soon be confronted by the 
prospect ol a 1000 per cent inflation per 
annum Should they follow his example, 
our policy-makers, those who take office 
this week, would be unlikely to avoid a 
similar fate It is going to be their funeral, 
why bother to intervene’ Unfortunately, 
then misdoings will hurt most the in 
nocent millions who trusted them with 
their votes 
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RANDOM REFLECTIONS 


What Is Happening to Farm 
Investments? 

Ama Ghosh 

Now tiuu thm is a new government at the centre, it is time 
somdrody drew attention to the long-term problems we are 
inviting upon ourselves hy continuing to pursue the polides of the 
eighties. Neglect of farm investments is among the most ominous 
of these. 


THE Roerve Bank of India AuAefjn of May 
1991, read in conjunction with the RBI 
Report on Them! and Progress of Banking 
n India (July 1989-June 1990), makn 
reuing reading. Even as the Planning 
iision is reportedly preparing a draft 
hth Plan on the assumption of a 6 per 
t rate of growth of the economy over 
990*93, and business and economic writers 
up in arms against the admittedly draco- 
n (but inevitable) monetary curbs against 
mports, there has not been a murmur drout 
he continuing, distressing trend of a declitK 
n investment on the farm. 

Now that there is a new government at the 
tre—which will obviously have to fiue the 
ediate problem of restoring some 
blance of order in the balance of 
ents—with diverse implications for in- 
economic policy formulation, it is 
me that somebody drew atrention of the 
telligentsia to the long*terro problems we 
steadily and consistently inviting on 
urselves by continuing to pursue the 
onomic policies of the eighties. And the 
ost significant change heran would per- 
n to the policy (or policies) we pursue in 
ard to agriculture. 

But, first, we should make use of some 
liing figures brought out by the Reserve 
k. Let us first focus on the pattern of 
nership of bank deposits in 1988, as per 
sample survey conducted by the RBI. In 
988, individuals (including Hindu undivid- 
il families) accounted for 7S per coit of all 
eposits with commercial banks; and omit- 
ing non-residents, the percentage comes 
own to 67. 

Individuals (or households), in both the 
ational accounts statistics as well as bank- 
statutics, are a mixed lot. The break-up 
f the pattern of savings by resident Indian 
dividuals (including hOFs) is given in 
ble 1. For brevity, the corresponding 
igures for 1986 have been omitted, but it 
important to mention here that the 
te increase in bank deposits by 
between 1986 and 1988 was as much 
Rs 5,457 crore, which was 15.5 per cent 
f the total increase in deposits over the two- 
period. Current deposits increased by 
y 1.1 per cent over these two years, sav¬ 


ings deposits by 22.6 per cent and term 
deposits by 14.6 per cent. 

Unfortunately, vk do not have the maturi¬ 
ty pattern of term deposits in respect of 
farmen specifically, but we do have such a 
break-up for Individuals’ (induding HUFs) 
broken up as between rural, semi-urban and 
urban areas. These figures are given in 
Ihble 2. It would be seen that in the rural 
areas, deposiu exceeding one year accounted 
for more than 96 per cent of all deposits; 
indeed, deposits exceeding three years were 
only a shade less than 70 per cent of total 
rurid deposits. 

While the scheduled banks may take 
justifiable credit for substantial dqrosit 
mobilisation even from the rural areas, the 
brief point is that farmers—obviously the 
affluent sections among them—put by most 
of their savings in the form of term deposits 
with commercial banks. 

One should add that the data given in 
Ihbles 1 and 2 should not be mixed up In 
the former, the dassification is between 


fanners and other kinds of depodts; in the 
latter, the distinction Is between rural, semi' 
urban and urban areas. The only thing one 
can say for certain is tjiat in the rural arfaas, 
a large proportion of the deposits would be 
by farmers. (Ibrm deposits by farmers were 
iU 8,434 crore; term deposits in the rural 
areas totalled Rs 9,429 crore.) It would ap¬ 
pear that affluent farmers have now taken 
to keeping their surplus funds in the form 
of 'financial assets’ rather than investment 
on farm improvement. 

One furthCT set of statistics from the RBI 
Bidielin may be adduced here, the statewise 
break-up of deposits. Unfortunatdy, there 
data are available only in respect of ‘indi¬ 
viduals’ and are not broken up as between 
different categories of individu^ However, 
it may still be useful to cite these data, to 
indicate the changing ‘asset prrference' pat¬ 
tern of individuals (including HUFs) in the 
country. In Tkble 3, non-residnit d^sits 
have bm qiecifically deleted to indicate the 
pattern of regionwise deposits held by indi¬ 
viduals in commercial banks. (Data are 
available statewise but are not being given 
here; they are not really germane to the issue, 
except for a few states which are specifical¬ 
ly mentioned below.) 

liao clarifications are necessary. First, and 
unportantly, the tobd of the deposits of indi¬ 
viduals tells us very little of statewise (or 
regionwise) deposits from the farm sector or 
even from the rural sector One could, of 
course, attempt a segregation of individuals’ 
deposits in large metropolitan areas (for 
which data are available) but, even so, the 
data cannot be equated to the rural sector. 
Secondly, in some states, non-resideni 
deposits arc quite high (In Kerala il is 27 6 


Tabu I OviMKsHiror Bank Oiwisns bi Isi’i sNultfiNoMK sinos, lUKX 


(1) Farmers |t8 S7|7 

(OK) (I(i6) 

(2) Businessmen, iradcis, pioles- 

sionals, and self employed persons ttdU Mi79 

(I'll) (194) 

(.1) Wage and salSrs earners 115 944 

(IV) (27 4) 

(4) Others (nol elsewhere classified) 1008 79S| 

(5 7) (211) 

foial of all deposits 17761 14440 

Note, figures in parenihests show percentages ol loial dcposiis 
Source: RBI Bulletin May 1991, Bombay 

Tabu 2 MstiKin PsniHNoi Iirsi Oihosiisoi Isdisidiim ' 
COMMIMIAI Banss. Mamim I9RX 


(/(j trorv) 

C urreni 

Savings 

Term 

loial 

UK 

5717 

8414 

14290 

(0 8) 

(166) 

(12 0) 

(II 7) 

1199 

61.79 

1284(1 

22919 

(19 )) 

(194) 

(1X1) 

(18 77 

115 

944 

12698 

22471 

(19) 

(27 4) 

(IX 1) 

(18 1) 

1008 

7951 

111’"’ 

22117 

(5 7) 

(21 1) 

(18 8) 

(18 1) 

17761 

14440 

70272 

122471 


wnil Si iuiii.i 


(Ri crore) 



Rural 

Semi 1 than 

Urban 

(I) Up to 90 days 

39 

81 

200 

(2) 91 days and above up lo 1 year 

108 

589 

844 

(3) 1 year and above but less than 3 years 

2517 

4567 

5361 

(4) More lhan 3 years 

6384 

8498 

8010 

Total 

9249 

1.1717 

14415 


Source, RB) Bulletin, op cii. 


li^ DnlttaAMl ItAaAilalaa 


^ iihat 


1579 


per cent of the ( 0 (al« m Malttrwditn 21.6 per 
cent, for India as a whole 8 J per cent.) 

But, then, why have we presented the data 
given in Ihble 3'’ The relevance of the above 
data IS to compare the proportion of indi¬ 
viduals’ deposits m states hke Puiijab and 
Haryana (between 84 and 85 per cent of the 
total) with those in Bihar (75 per cent), UP 
(also 75 per cent), Andhra Pradesh (76 per 
cent) and Orusa (69 per cent) That is, it is 
not meiely the affluent states where this 
phenomenon is observed but also the less 
developed states (Of course, we have no 
means of knowing what part of the deposits 
of individuals in these states emanates from 
the non farm sector) 

Before we pass on to the main purpose of 
this study, namely, to indicate the pattern of 
bank lending to the farm sector, it must be 
added that, as of today, one of the sectors 
of the economy wherein there is a large 
backlog ol demand is the trador industry 
and other (modern) farm dquipmoit Ap¬ 
parently, in the ‘affluent’ farm areas whm 
holdings are large, thd'e is adequate money 
to spare for holding financial assets (in con¬ 
siderable measure) in addition to making 
farm investments It is difficult to envisage 
an> Uige demand for tractors m areas where 
operdtional holdings are small 

The point that is relevant is that this 
backlog of demand for tractors may not 
reflect the situation (in respect of investment 
in farm improvement) in the country as a 
whole 

let us take a look at the ‘financing’ of the 
farm economy bv the banking sector and the 
CO operatives, which together make up the 
organised lending sector Are we having a 
reverse transfer of savings from the rural to 
the urban areas’’ That, in fact, is the ques 
tion we need to ask ourselves 

And hea we run into difficulties The RBI 
Report on the Trend and Progress of Bank 
mg m India devotes much attention to the 
numbci of branches opened (in rural and 
other areas) but it gives no data in regard 
to the actual finance provided for the 
agriculture sector, not even on an all-India 
basis, let alone for each state (Statewise data 
on lending is available for the RRBs, but we 
can leave them out of reckoning as they pro 
V ide only a very small part of finance in the 
rural areas) Much has been written about 
ihe Vrsice Area Approach, but perhaps it 
IS too early to get any feel of what it has 
achieved T he only dau we have pertain to 
the outstanding amount of credit to the farm 
sector Obviously, it would be quite wrong 
to take even the data pertaimng to short-term 
credit advanced to agnculture; which is what 
wt can obtain from the data on ’advances’ 
to, and demand for recoveries as well as 
actual recoveiies from, the farm sector 

The Currency and finance Report gives 
better information, fortunately, and we have 
here three sets of data (a) short term ad 
vances to agriculture (by sire of holding and 
by stale) (b) loans and advances made by 
primal) agricultural credit societies, and 

/g*) nrllAnrM ht/ lan/l HmiAlrknmmnt Kmnir* AMa4 


The total kMni and aAMknees to agricul¬ 
ture during July 1987 to June 1988 amount¬ 
ed to Rs 1,273 erdre^ but thew are essential¬ 
ly crop loans. Supposed to be reimbursed 
withm a year (Theoutstanduig amoum was 
Rs 6,017 crore; at the end of June IMS, but 
that IS a separate matter.) The amount ad¬ 
vanced by pnmary agricultural credit 
societies dunng the year was Rs 3,688 crore, 
this amount has to be added to Rs 1,273 
crore advanced by the commercial banks, to 
indicate the total shoit-tenn credit availa^ 
(Adam, the outitanduig amount of Rs 5,242 
crore does not oooeera us here; and may be 
likened to bank funds locked up in sick in 
dustnal umts) The total riiort-term credit 
to Indun agnculture, from ‘organised’ 
sources is seen to be only Rs 4,961 crore 
dunng 1987-88 This is a digression, but a 
worthwhile one. 

But these loans are not made for farm m- 
vestments (though some pan of commercial 
bank credit to the farm sector could well be 
for that purpose) The state land develop 
ment banks lent a total sum of Rs 190 crore 
dunng 1987-88, and the pnmary land 
development banks an amount of Rs 356 
crore. There may be some double^ounting 
involved here tthrou^ refinancmg) but even 


diseomttiqg ihte (lOMibBity fMMi hM 8 h 9 tj 
land devdopmem banks (for farm hnpnwf 
ment) amounted to no more than Rs S4l 
crore. That IS as far at sw can get, with dah 
from the Oarmy end FInmee Report. 

Agaui, the RRB data pven m the Ctenss 
cy and Ftnanee Rt^mrt peitaio only tc 
outstandmg and orerte advances. Vie knos 
that the entile lending by the RRBs was no 
for farm improvement; nonethdett, it k 
sigmficam that the OHtstmdreg adwHOBS b) 
the RRBs, as at the end of December 1989 
amounted to only Rs 2,939 crore. 

IVio conclusions follow First, the data os 
lenduig for farm improvement are hard tc 
come by It would be wrong to mix up thi 
scheduled banks’ crop loans to the faro 
sector with loans made speafically for faro 
investment—the former are essentially cur- 
rent working capital loans, and what we alt 
seeking IS the type of assistance rendered tc 
industry by the lOBI, laCI, IFCI ct al¬ 
and while loans advanced by the land 
development banks may be so chaiactcns- 
ed, lending by commer^ banks cannot bt 
so defined The total amount of lending p 
the land development banks is so small a 
to warrant them bang left out of consulen 
tion for present purposes 


T vm L 3 Ku i<»N Wise Owni rship Pattern oe Deposiimoe V Htouibo Commercial Banks 

Mari h 1988 


{Rs crort 



Individuals (other 

Total of 

Percentage of 


than non residents) 

All Deposits Individual Deposit! 





Total 

(I) Northern region 


18418 

27101 

679 

(a) Haryana 


2093 

2460 

85 3 

(b) Punjab 


5487 

6574 

83 5 

(2) North eastern region 


1397 

2221 

629 

(a) Assam 


927 

1521 

609 

(b) Tripura 


118 

161 

734 

(3) Lastern region 


14320 

20056 

714 

(a) Bihar 


4660 

6204 

75 1 

(h) Orissa 


1032 

1498 

689 

(l) West Bengal 


8554 

12222 

700 

(4) ( eniral region 


13973 

17467 

800 

(a) Madhya Pradi sh 


3445 

4718 

729 

(b) Uttar Pradesh 


10529 

12450 

75 4 

(5) Western region 


16609 

30581 

54 3 

(a) (.lujarai 


5095 

7456 

683 

(b) Maharashiia 


10913 

22112 

49 3 

(6) Southern region 


I7I0I 

25047 

68 3 

(a) Andhra Pradesh 


4916 

6516 

75 5 

(b) Karnataka 


4138 

5947 

696 

(e) Kerala 


3005 

4823 

62 3 

(d) Tamil Nadu 


4929 

7558 

65 2 

All India 


81818 

122473 

668 

Sourif KBI Bulletin, op eii 





Iabii 4 Drawais ANiiOi isisMjiNr s IN Risrtf 1 oi Mioiim 

AND LoNCiTI RM I OAN5 



m NABARD 


{Rs crorel 

Slate C 0 opeiaiise Banks 

RRBs 


State Government 

(medium icrm) 

(medium term) 

(Long term) 

Year Drawals Oiiistandinu 

i)ia»a Outstanding 

Drawais Outstanding 

1986 1374 

1986 87 

3434 

9432 

19926 

1237 9516 

1987 1303 

1987 88 

3118 

4318 

20308 

8840 16884 

1988 I0'8 

1988 89 

2705 

6025 

24039 

4522 I9S23 



uud Md Acrienhanl Pev ete p m ent 
NABARO) Md iMriHiW (hi* it the «m 6' 
omce of whaiewr data me haw in ngaid 
othe finaacini of nnal d cw to pment. The 
NABARO Rfhiances state co-opeiatiw 
tanks (for sbmt- and medium-term credit) 
ind stale fowmnienu for tong-term credit 
xt us t^ a look at the total medium-and 
ong-term credits refinanced by the 
4ABAR(X as per its annual repori for 
9M-«9nhble4) 

(he flguies of conversion of short-term 
oans mto medium-term loans in scaiaiy af- 
ected areas have been ignored in the riiove 
talement because these are not for farm 
mprovement but are much like the taccovi 
oans of a bygone era 
if we forget the difference between calen 
lar years and Hscal years, the total of 
nedium- and long-term loans to the farm 
ector would be something like the 
bllowing 

Attir t Toim (>l Mioiim and I (>N< Ti km 
I OANS Ri r iNANi 11> US NAUARD 

IKs inm) 


986 87 t2 0tt 

987 88 14 468 

988 89 _ II S6S 

(he above are somewhat more respectable 
igures than those available Irom other 
tffiaal sources But then, we saw at the 
tutset, m Ikble I, that dunng 1987 88 (July 
une), the total savings and term deposits 
if farmers with scheduled commercial banks 
tone were Rs S,7I7 croie and Rs 8,434 ciore 
espectively, or a total of Rs 14,151 (.ron 
lunng 1987 88 Vk have not even counted 
ittier types of financial assets which the af 
luent farmers ore now beginning to acquire. 

The pertinent questions to answer then 
lie (a) do we have data on the total invest 
nent on farm improvement^ (b) who is 
inancing investment on the farm and howi 
nd (c) can we improve the statistics relating 
0 the flow of funds from and to the farm 
ector, at least insofar as the organised finan 
lal institutions are concerned^ 

One wonders whether the National 
iample Survey (NSS) can take on such a 
tudy in one of its rounds 
Finally, given the existing crunch of 
esources, the need for restraint on credit 
enerally (to avoid inflation), and the fact 
hat investment in farm improvement (not 

TAUir 6 Okoss Him i> C Ai>iTAi Iokmaiion 
IN A(>kki iiimi 



Al ( urreni 

Al 1980 81 

'car 

Prices 

Prices 

980-81 

4 537 

4 537 

981 82 

4 937 

4 346 

982 83 

5 522 

4 409 

983-84 

5,433 

3,957 

984 85 

6,107 

4.187 

985-86 

6.625 

4 068 

98647 

7,101 

4 067 

987-88 

8,000 

4 197 

dMror esa NAS 1990 


MB M Hriiy ill modern tMi(t <»dRfowit) R 
Mt Hheiy to bavc oigi wtwne in«Mt OB the 
bolawie of payments, ooe coit oaly suggest, 
for tire consideration of the Dew government, 
that (a) there is a case for mcreasing the 
allocation for farm improvements, parti¬ 
cularly m the dryland/desertified areas, 
(b) thm IS every advantage m converting all 
current transfers to the rural sector (like the 
JRY) mto 'investments’, and (c) this can be 
done only by decemralteation,Hhe transfer 
of Centrally^ponsoied Schemes to the states 
on condition that the funds are in turn pas 
sed on to locally elected panchayats, volun 
tary and other agenaes (hke the SPWD) 
working in rural areas, so that we can im 
prove rural incomes and output without any 
adverse impact on the balance of payments 
Perhaps a final word IS necessary It could 
be argued that direct investment in 
agriculture (without ftnanaal intermedia 
tion) IS taking place, on a big scale Ihble 6. 
taken from the National Accounts Statistics 
(1990), indicates the gross fixed capital for 
matron in agriculture (including direct in 
vestment in the form of fixed assets) from 
1980 81 until 1987 88, at both current and 
constant (1980 81) prices 

Iwo points emerge from the above table 
At current pnees, the gross fixed capital for 
matron in agriculture in 1987 88 was way 
below the total of medium and long-term 
loans refinanced bv the NABARD (see 
lable S) 1 his implies that a large part of 
NABARD refinancing either went to sectors 
other than the farm sector (with which we 
arc concerned here) or else there was con 
siderable diversion—apart from the 


psiHibillty ot stttwdii^MQii, wim 
be of this order—of NABARD finaiiciiig, 
meant for agnculture^ but really going for 
uses other than those mtended by NABARD 

More unportantly; at constant prices (with 
1980-81 as the base), gross fixed capital for 
matron in agncuhiire dedined from Rs 4,537 
croie m 198041 to Rs 4,197 crore in 1987-88, 
the decline being particularly noticeable 
from 1983-84 This figure is inclusive of 
direct investment 

The implications for policy for the new 
government are obvious, though what will 
really happen is not so clear The entire 
thrust of tiK Vforld fouik/lMF (as seen fttun 
the recent debate in the columns of The 
Economic Times on the latest World Bank 
report on the need for trade liberalisation 
in India) is on (a) trade liberalisation, and 
(b) a sharp reduction in the fiscal deficit 
(which somehow has been linked, almost in 
a 11 relationship, with the deficit in the 
balance of payments) The helplessness of 
a new government, m urgent need of tem 
porary balance of payments relief, can be 
imagined The World Bank lecommenda 
Irons merit a separate discussion But be it 
stated here that the focus of the new govern 
meQt should be to step up mvestmen* 
for rural development generally am 
agricultural development in particuia. 
Neither the Bank nor the Fund appear to 
be overly concerned with the devdopmem 
of the one sector which has no adverse 
balance of payments implication, and which 
provides bi^hood to some two-thirds of the 
Indian population 
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CAPiTAfcSCCMPE 

Power-Shift 

Mubani Soi Gupta 


The afiennath of the election has left all parties, ODCCipt the BJP, 
exhaust in body and mind. The Congressfl) is ready to fade 
away as the leading political fonx betweaa now and the next 
election which is probably only three years away. The leadas of 
the Janata Dal are tom between Mandal and the middle classes. 
The Left too is passing through a spiritual crisis. Bid in great 
contrast to the dilemmas in the camps of the secular parties is the 
climate in the BJP which, after scanning the election results, has 
come to the conclusion that the mood of the people is with it. 


THE tentb general election, the longest, 
the most expensive and the most traumatic 
in India's history since independence, is 
conspicuous for the contradictions and 
warning signals it has delivered. First, 
there is a minority Congre$s(I) govern¬ 
ment in Delhi which does not represent 
the ground realities of political power 
thrown up by the poll It governs only one 
Sute in the north, Haryana, two in the 
south, Andhra Pradesh and Karnataka. 
Maharashtra in the west, and Kerala in 
coalition with a gaggle of other parties, 
and Assam in the east together with the 
clustei oi SIX mini-States. 

The Congiessfl) power base in the en¬ 
tire Gangetic valley has been virtually 
wiped out. Its unrealistic strength in the 
Lok Sabha is the gift of an assassinated 
R^iv Gandhi who, alive, could hardly 
have shored up as many seats. As Indira 
Gandhi gifted to her son. lUgiv, a Lok 
Sabha with an over two-thirds majority 
by dying at the hands of two Sikh 
assassins, so did Rajiv Gandhi bestow on 
his party a ncar-win in Ihe election by get¬ 
ting killed b% a suspected 11TE assassin 

Ra|iv Gandhi’s gift is much smaller 
than what he had received from his 
departed mother. Even with that brute 
majority in the Lok Sabha, he could not 
press the political-economic system to 
desirable change, and lost the poll of 
November 19S9. The Congressfl) is ready 
to fade away or collapse as the leading 
political force bc'ween now and the next 
election which is probably only three years 
away 

The winner in the tenth general election 
was the BJP, though it came second. In 
a matter of just two elections, BJP has 
spread its saffron wings over vast expanses 
of the country, from north to south, east 
to west. It is the principal ruling party in 
northern India while, on the west coast, 
it has Gujarat in its net. Himachal 
Pradesh, Rajasthan, Madhya Pradesh. 
Oitjarat, Uttar Pradesh—one-half of 


India in territory and.more than that in 
population—lie in the grip of BJP 
political power. 

Down south. BJP got 29 per cent of the 
votes cast in Karnataka compared to a 
mere 3 per cent in 1989, while in Andhra 
Pradc^, where it had formidable nvals 
in the Congiessfl) and TDP, it snatched 
away 9 per cent of the votes. Even in West 
Ben^ the Marxist citadel, BJP collected 
12 per cent of the votes though without 
winning any seat. There is hardly a State 
or territory in India today where the BJP 
is not seen as the party of the future. It 
has snatched away the government of 
Uttar Pradesh with 23 per cent of the 
votes, as against just 11 m November 1989. 
With 119 MPs in the Lok Sabha, BJP is 
the main opposition party. But when you 
note that in as many as 128 constituen¬ 
cies the |>arty came second, you are com¬ 
pelled to concede that there is a lot of 
reality in the BJP claim that it is ‘the 
government-in-waiting’ 

The Janata Dal defended Bihar stub¬ 
bornly and well and came up as the 
second force in Uttar Pradesh, while it 
also held Orissa. But us rout in the rest 
of the country, in Gujarat and Karnataka 
particularly, showed that the cry of equity 
and social justice, holding aloft the flag 
of the Mandal report, did not draw the 
voters in most of India to vote for its can¬ 
didates. The Left Front lost Kerala Its 
fourth time running win in West Bengal 
was remarkable, but there was a drop in 
its popular vote, and even four CPI(M) 
ministers were crushed Among the 
regional parties, AIADMK triumphed in 
Ikmil Nadu, cashing in fully on the sym¬ 
pathy wave, TDP showed an impressive 
recovery in Andhra Pradesh and might 
have come out on lop if Rajiv Gandhi had 
not been killed, but the Asom Ganatantra 
Panshad, split as a result of internal stnfe, 
lost miserably to the Congressfl) and will 
find it hard to bounce back to power. 


OlXIOMY PMSraCT 

It is the stale of the Cor^vifl) that 
provokes gloom about the ftituR erf tradf 
tional Nehruviaa • secular politics. 
Organisaitimially it is still in tiie grip of 
the coterie whose cunent stogan is The 
dynasty ii dead, long live tile dyaasty*. By 
succeeding in installihg P V Naratimha 
Rao, who is more riddy than 70 and has 
been a faitiiAil loyalist all through hit 
shineless political career, as both party 
president and prime ministei; the cotoic 
has ensured that there it no signitlcMit 
change cither in the party organisation or 
in tiw policies and programmes of the 
government There aic^ of courts ruariH- 
ings of cBscontent, fear andiniht^pio- 
test in the Congre^) leadership. Sunad 
Pnvar's challoige to the coterie lost its 
breath in no time^ but he has deverly in¬ 
stalled himadf as the alternative centre of 
power in the Congretsd) apparatus in 
Delhi, while the resignation of Shiv 
Shankar as leader of the party in the 
Rajya Sabha has revealed only the tip of 
an iceberg of potential rebellion against 
the coterie-Rim leadership. 

However, the history of the Congresij 
Party is not exactly littered with instances 
of rebellion, and there has been perhaps 
only a single successful rebellion in its 
lOO^d years of history when Chittaran- 
jan Das and Motilal Nehru broke away 
from the party in the 1920s to form the 
Swarajya Party. It required a man like 
Mohandas K Gandhi to acknowledge his 
defeat and woo Das and Motilal back into 
the party. In the late 1930s, Gandhi 
ruthlessly broke the back of the rrixllion 
of Subhas Chandra Bose, with the back- 
mg of Jawaharlal Nduu. TheCongtessd), 
as the inheritor of the Indian Nationti 
Congress tradition, is steeped in the parent 
body’s culture of open submission and 
secret conspiracy. 

The afiermath of the election has left 
all parties except BJP exhausted in body 
and mind. The prime minister is busy 
carpenting a government that can win the 
Lok Sabha’s vote of confidence and sur¬ 
vive the political turmoil that will 
inevitably follow the acceptance of a large 
IMF loan with all its conditionalities. He 
has not taken the country into confidence 
until now about anything that is really 
important: whether he is anxious to build, 
and is capable of building, a consensus 
with the opposition parties on how to 
handle the grave foreign exchange crisis, 
how he is going to live with the minority 
status of his government, what his percep¬ 
tions of India’s political future arc, 
whether the Congrc^l) will be willing to 
work with the National Front and the Left 
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liMn m iio wMim to dM 
tk«$ ftom Kao w aiqr other Mthoritative 
•ouite in his party, aor to the question 
wtMther the p^y ts to be rebuilt through 
oiipiiuadoiid dection and, if so, how 
soon. 

The coterie continues to plumb for 
Snnia Qindhi as party president, in which 
case there will be a situation of the status 
quo reinforced. The prime minister, nem 
known for conceptual clarity or political 
initiatives, and for tong politically 
homeless in his own State, has adopted the 
policy of enigmatic silence and passivity, 
which may be caused by. unsound health, 
poverty of ideas and the large debt he 
owes to the coterie for making him what 
he is today in the twilight of his life. 

The Janata Dal has uken painful stock 
of the post-election scenario. Its leaders 
are tom between Mandal and middle class 
as if there were a basic contradiction 
between the two. Holding Bihar was nice, 
but Laloo Prasad Yadav believes more in 
\hdav power than in the power of the 
OBCs, has done nothing to redress the 
pitiful condition of the poor and the 
deprived nor for Bihar’s economic uplift, 
and so Bihar is not a State you can hold 
up to the country as a model of your 
political philosophy. Besides, the Janata 
Dal is the epitome of the lust for power 
of Indian political leaders; it can never be 
certain that its major factions will suy 
together under a single flag. It was broken 
and thrown out of office by the desertioas 
of Devi Lai and Chandra Shekhar. Even 
now, Delhi is agog with rumours that Ajit 
Singh may any time swallow the bait held 
up to him by the plumbers of the Con- 
gressfl): the industry ministry, if you can 
defect with a full third of JD’s strength 
in the Lok Sabha. 

This move, if true, also betrays the total 
poverty of political leadership in the post¬ 
dynasty Congressd). Once it begins to 
play the dirty and corrosive game of 
defection, it will lose whatever little 
credibility there is now in the prime 
minister as a political leader, and throw 
its own flanks open to similar moves by 
party dissenters. In any case, if the govmi- 
ment determines that it can survive only 
with the defection of a faction in the 
Janata Dal, it will shut the door on future 
cpUaboiation among the secular parties 
to hokl the saffron *ide and to roll it back 
when the country goes to the poll again 
weU befoie I99S. 

The Left Front too is passing through 
a spiritual crisis. The loss of Kerala 
reduces the Lefl Front to an entity that 
rula only one State, West Beni^ in 
which the State CPI(^ leaders are not 
alaqqfs in tune with the central commit¬ 
tee ^ pdStburo leaders in Delhi. The 
QPl has not been aUe to expand its elec¬ 
toral base in Bihar and Uttar Pradesh and 
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portunities of finding an aBy in the Con- 
gres^I), which was its long-time objective 
but it is wary about pving up its linkages 
with the National Front. On the whole, 
however, the CPl(M) ami the CPI are the 
only two groups who will try to persuade 
the Congressfl) and the National Front in 
the inonths to come that in the new power- 
shift in India the three groups musf work 
together to save and protect Nehruvian 
sc^iali^ and secularism. The Marxists 
have pipelines both to the coterie and the 
dissenters in the Congiessfl) as well as to 
Narasimha Rao who staixls somewhere in 
between, his kurta-tails clutdied strongly 
by members of the coterie so that he may 
not get out of their grip. 

The Contrast 

In great contrast to the dilemmas and 
despondencies in the camps of the secular 
political parties', there is a different climate 
in BJP. UP leaders have scanned the elec¬ 
tion results most carefully and come out 
with the strong as well as weak points of 
their party’s performance. They have 
come to the central conclusion: the mood 
of the people is with them. Not just 
because BJP built a big agitation for the 
Ram temple, but becaure the voters all 
over the country see it as a well-knit 
political party, with clear and candid 
policies which often promise an entirely 
new direction to Indian polity. Its leaders 
are seen as united in political will and 
strategy and quite serious about what they 
say. BJP leaders are not unhappy that the 
party has not done even better. In private 
conversation, they concede that they are 
not ready at this time to govern India. 
They must erase from the people’s mind 
the image of a Hindu chauvinist -party 
determined to turn India into a Hindu 
‘rashtra’ and reduce the 100 million 
Muslims to the status of second-rate 
citizens. They declare that elected to power 
they will not try to dissolve the first 
republic and set up a second republic with 
Hinduism as the State religion. “We will 
maintain the republic as it is crafted by 
the. Constitution. We will not set up a 
theocratic Stale”, asserted a BJP leader in 
a recent conversation. “We will give the 
Muslims security and equal status as 
citizens, with no special privileges and no 
particular disadvantages!’ 

BJP leaders know that two years of 
atavistic agitation have darkened the 
minds of its many supporters with rabid 
anti-Muslim sentiments. The use of 
obscene political cassettes in the election 
and the role played by such lumpen bodies 
as the Brajrang Dal and to a lesser extent 
VHP are leftovers of the election which 
the BJP will want to garbage in the years 
between now and the next poll. 

A ream of young men who managed 
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effkioM^ flonrtire ctmtn^ office hi Delhi 
have found that the party received dw sup¬ 
port of all segments of Indian society— 
from the affluent to the poor, brahmins 
to sudras and tribals, urban as well as 
rural folk. This broad accqitability of the 
voters has kindled confidence in the minds 
of the BJP leaders that the next election 
will caupult it to the centre of national 
power. 

Meanwhile, it must govern Uttar 
Pradesh well and do better in Madhya 
Pradesh, BJP leaders add. “We have fb 
give better performance as administrators 
and developers of the economy. We have 
to show that the Muslims are safe in States 
we govern—particularly Uttar Pradesh, 
which is almost impossible to govern!’ 

It will take the BJP leaders time to con¬ 
vince the mainstream of the Indian 
population that it does not stand for a 
Hindu ‘rashtra’ nor for politicised Hindu 
nationalism. BJP's principal capital is the 
poor state of its political opponents, above 
all the bleak future of the C.'ongres.s(l). 
Released finally from the domination of 
the dynasty, Congressmen and women 
should grasp new opportunities to 
rejuvenate the party through organisa¬ 
tional election and churn out new :dcas 
to deal with the new social and political 
realities in India and the world in the 
1990s. Even if many parly leaders 
recognise the need, few are capable of 
summoning the political courage to 
demand constructive change The 2G-year 
old mind-set, spanning an entire genera¬ 
tion, of supine subservience to a supreme 
leader has drained the spirit of democracy 
from the arteries of most Congressmen 
and women. They have been hugely 
diminished as political actors by Indira 
Gandhi and Rajiv Gandhi. Few leaders 
have secured support bases of their own; 
those who stood on their own support 
bases were pulled down by the supreme 
leader. Now the Congiessfl) i.s a prisoner 
of the binds created by its leaders since 
1969. If its leaders cannot cast away tho.se 
binds, the party will be reduced to a pitiful 
minbrity in the next poll and then one day 
it will fall apart into many mutually war¬ 
ring pieces. 

The kind of leadership, gifted with 
strength and vision, that can rescue the 
party from its piesent paralysis is not in 
sight, Sharad Pawar notwithstanding. 
This aspirant to the prime ministership is 
still to .show that he has a vision of a go- 
ahead India, that he understands global 
change, and can mobilise manpower and 
other resources within and outside Ihe 
party to build an India which is at peace 
with itself and on friendly terms with the 
neighbours and other foreign countries. 

The Janata Dal is the first centrist party 
to commit ii.self to the backward castes’ 
and classes’ entry into the power structure 
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and to make equity and sodal justice its 
mam political planks Since caste and 
class mean m India almost the same thing, 
the Janata Dal might have broken the 
Rsistanoe of the power structuie to sigmfi- 
cant soaal change. In the post-election 
meetings of the national executive of the 
paity. It rightly deaded not to depart from 
Its b^c pobtiiaU ideology but to make ad¬ 
ditional efforts to win the confidence of 
the middle and tower middle classes which 
It lost almost entirely as a result of 
the huge hue and cry that followed 
V P Singh's announcement of 27 per cent 
reservation ol jobs in the Central govern 
ment and its industrial and other 
economic underiakintrs for the OBCs 
North Indian Hindu society will not easilv 
allow political power ai the national level 
to be meaninglully shared by the sudras 
and the iribals this society’s value milieu 
IS still governed by brahminism ot an 
ancient viniauc The biahmins deserted 
the C ongrcss(l) in the last poll alone with 
signilicani sccmcius ot other high castes, 
in Uttar Pndcsli the lanaia Dal was let 
down by its own consiitucncy which it had 
to share wiili Miilavain Singh The Dal 
and Its Mulas ini Sini'h break away lac 
non logcihci polled more voles than BIP 
BJP then c in he coatamed in UP onis 
it the olhet p lilies eomc loeethci in a 
vole shaiini eoiliiional baiidobasi 

This will probably happen on a national 
scale at the time ot the next election if, 
as noted, the C ongressfl) takes no attempt 
to break the Janata Dal but determines 
to woik with It and the Left Front 
to resolve the pressing political and 
economic problems 

I ( GNOMIC C Risis 

The count I y has been debating 
economic policy issues lor many years, but 
little has been done to make the structural 
reforms that are essential to impart growth 
wings to the economy Two alternative ap 
proaches have been debated, neither has 
been undertaken In the result, the Left 
democratic solvents have lost ground in 
view of the collapse of Left ideas on a 
global stale and the triumph of the new 
god tailed Market The political economy 
remains frozen in the barren middle bet 
ween the two as corrupt politicians and 
a politicised bureaucracy join hands with 
rapacious capitalists to plunder the wealth 
and resources of the nation We have 
arrived at a stage when the political 
leadership can summon the courage 
neither to work lor the Market nor for the 
People Reckless spending of foreign 
exchange began during the Rajiv Gandhi 
years, in the brief National Front 
mteriude, it was compounded by popuhst 
ideas like loan waivers Now the country 
stands dangerously ebse to the debt trap 


and The Economist of London gleefiiDy 
forecasts that India’s ecoaomy srill soon 
be in the “safe hands of the IMF’ 
Since the economic crisis is part of the 
larger structural crises in the entire 
political economy, even a big IMF loan m 
Itself will not be a solvent The Con- 
gress(I) government will have to swallow 
many a stiff IMF conditionality Im¬ 
plemented, some of these conditionalities 
will tnggersocul and political unrest The 
mmonty government will try to backtrack 
from the reforms which will make the 
economic confusion only worse con 
founded The solutions suggested by Left- 
democratic schools, like land reforms, a 
determined expedition against the black 
economy, taxing the rich more vigorously 
and introducing a tax on agricultural in 
come will not be acceptable to the govern¬ 
ment, and It will probably never be that 
a Left democratic government will be in 
saddle in Delhi to give the political 
economy a Left-democratic direction 
It will therefore be futile to expect a 
national consensus to pilot India to a safer 
and better managed economic shores The 
government will have to cqme out with its 
policies and come out it will gingerly in 
the budget and m subsequent coping 
measures The opposition parties will not 
vote It out for two years But BJP can be 
depended upon for formulating its 
political battte for the next poll even as 


the country aenvM thmu^ lit cu r r wt 
economic tests and tifindati^ It ivffl not 
whip up strikes. It will not encounie 
agrarian unrest. Its main thrust will be to 
further the alienauon of the middle class 
from the Congress(D. 

BJP leaders realise that working class 
and peasants do not determine the ooinse 
of Indian politics; the middle classes da 
in the various central bureaucracies todsgr 
one can hear a lot of support for BJP. 
Dozens of former mihta^ offken and 
retired ambassadors haw joined the party 
More will as time passes. Mow and more 
business houses are now veering towards 
BJP More and more of the educated 
youth of the country too are indinhig 
towards BJP as the party of the future. 
Among the mtellectuals, the baggage of 
Nehruvian pohtical philosophy has ahnost 
compfanely lost ground; the Market is 
becoming the Mantra. 

Tim total mobilisation of afl democrati c 
and secular forces alone can contain the 
BJP wave. But there is no sign that sneh 
mobilisation wiU happen TlieCoiigieas(I) 
alone can take the lead There is Mtie li^ 
of new hfe and sumngs m that effete and 
aged animal Under BJP, Indu will be a 
very different pohtical economy from the 
one the founding fathers contemplated, 
and which Nehru and hu sncoesion 
wanted to build but have pamfuDy ftUed 
in their job. 
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Moment of Truth for Janata Dal 

Aail Nawiya 

The JaoMta Dal loft raised expeaxdqta of a possible sodal and 
political tnmsfomiation. Its Sectoral perirnmance, and the 
potitkal mistakes and miscalculations reyyonsible for this, 
thenfoit evoke a sense of an opportunity lost. The situation is 
not irretrievable, however. 


tF the JanaU' Dal leadership fails to read 
the writing oh the wall after the general 
elections it will haw fully deserved the 
Dblivion that atraits it. At the time of its 
formation towards the end of 1989 the 
Janata Dal government reflected a ray of 
hope. The party had come to power with 
the promise of a new style of governance 
and there seemed to be an inclination on 
its part to direct its programmes towards 
securing the primary needs of the people. 
The hope diminished within a relatively 
short period of the party’s administration; 
now the Janata Dal itself has been reduc¬ 
ed to a political rump comparable in in¬ 
significance to the group that split away 
from the party in October-November 1990. 

The party leadership must re-examine 
the performance of its government at the 
Centre. After the JanaU Dal government 
assumed office, there was a feeling among 
observers that the party did not have the 
organisational base that was required to 
knd political support to the action plan 
{which it had in mind. This meant essen¬ 
tially two things. Rest, the Janata Dal did 
not have an organisational base ap- 
jmpriate to the kind of programmes it 
tad contemplate. And second, that the 
»rty did not have an adequate organisa- 
ion of any kind. 

The Dal faiie at this point also to 
volve a formal decision-making structure 
loth within the party and as between itself 
knd its supporting parties. There was a 
ack of clarity among the senior leaders 
ibout methods of functioning. This was 
compounded by ideological confusion 
rithirt the party. 

lb deal first with the method of func¬ 
loning, it is well known that even senior 
aders qf the party did not have an 
idication of ^e timing of specific 
olitical initiatives. The leaders had an 
{iproximate notion of the weapons in 
wir political armoury; they did not know 
hich device would in fact be utilised or 
hen it would be used. There was no 
olicy planning and no prior consultation 
I strategy and tactics. It is futile to com- 
ain that faction leaders functiotMl as 
loagb they knew no discipline. There was 


nothing unexpected in this. The experience 
of the post-1967 non-Congiess govern¬ 
ments in the States and at the Centre 
during 1977-79 should have been warning 
enough. The manner in which Devi Lai 
was used, propped up, and periodically 
appeased and the handling of the Meham 
electoral controversy were entirely un¬ 
satisfactory. But there appeared to have 
been a willingness on the part of public 
opinion not to hold this against the Janata 
Dal government as a whole. 

If a turning point is to be identified in 
the fate of the Janata Dal government, it 
is perhaps the decision to bring in Sanjay 
Singh, a relative of V P Singh, as a 
member of the Rajya Sabha from Uttar 
Prade^. This was done in disregard both 
of the serious criminai case against Sanjay 
Singh and of the fact that his political 
record was none too glorious. This deci¬ 
sion, much though V P Singh may at¬ 
tempt to disown it, affected his moral 
authority. V P Singh, who had till then 
acted as an umpire in inter-factkmal con¬ 
troversies, was now seen rightly or 
wrongly as being an active participant in 
the unprincipled politics to which he had 
been presented as acoiitrast. Devi Lai was 
now emboldened to attempt reintroduc¬ 
ing his son as chief minister of Haryana, 
setting in motion a chain of events that 
led to the removal of the deputy prime 
minister from the Union government. 

Having removed his deputy, V P Sirigh 
panicked again, apprehending a reaction 
in the north Indian countryside The 
manner in which iht Mandal Commission 
recommendations were sought to be im¬ 
plemented was of a piece with this. A 
reasonably strong case subject to certain 
modifications which required to be' 
discussed, was thus tainted by the vice of 
a stratagem. 

LOHIA MiSONOEaSTOOD 

Difficuliies arose on account of the 
adoption of ideologies without adequate 
preparation or understanding, in regard 
to what is passed off as the ideology of 
Ram Manohar Lohia. V P Sngh dis¬ 
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played all the zeal of a new convert. As 
often happens with new converts, the 
dominant church is mistaken by them as 
the sole interpreter of a prophet who they 
themselves do not yet know well or at all. 
Ideological weaponry when used casually 
can and often d^ b^fire Lohia has left 
two legacies which, though connected, are 
substantially different from each other. 
The first is represented by his writings 
which are important and thoughtful at¬ 
tempts to understand Indian social and 
political reality. The other legacy is 
represented by his politics, especially in 
the latter part of the fifties and in the 
sixties. Lohia is belter known to fellow 
Indians by the second of his legacies. 
Those who are known today as Tx)hia- 
wadis' originated in this politics; yet many 
of them had been evolving ideologically 
over the last several years in a manner that 
not only brought them closer to the first 
legacy but also took them considerably 
beyond it. 

The Janata Dal leadership failed to 
grasp this. Lohia ideologues of long stan 
ding, like Kishan Patnaik, have for several 
years been speaking of the need to grow 
out of a rigid and .static approach to 
Lohia. 

A risk inherent in the phenomenon ol 
a leader who suddenly assumes control of 
a party or a movement and aspires lo 
become the custodian of its ideological 
heritage is that he is not fully aware of 
what has gone before him. Thus if per¬ 
sons adhering to a particular ideology 
have evolved in a natural manner from 
point A to point X, the new leader com¬ 
pels them to make an artificial and 
wasteful return to point A so as to begin 
the process of evolution again. 

‘Lohiawadi’ socialists held important 
positions and exerted influence at all levels 
within the Janata Dal. But they did not 
have a sufficiently critical attitude towards 
V P Singh. Their political pride was pro¬ 
pitiated by the obeisance that Singh 
performed at the ideological alur of their 
socialist messiah. Thereafter he was given, 
in the current metaphor, rein of the 
’Lohiawadi’ chariot. 

When the anti-Mandal agitation got go¬ 
ing these socialists were not able suffi¬ 
ciently to impress upon V P Singh and 
upon some of their enthusiastic mutual 
colleagues that Lohia himself had a com¬ 
posite view of sbcial backwardness. In his 
concept of backwardness there was place 
for economic and other components 
besides caste. In addition, Lohia had in¬ 
cluded women, in this category. The 
Karpuri Thakur formula for reservations 
in Bihar had been a comprehensive reflec- 


IS85 



non of these crltem. It al^ contained 
cntain safeguards to ensure that the bulk 
of the reservations would not beeomeied 
by a few dominant castes. For unexplauied 
reasons, it had not been adequately con¬ 
sidered in the Mandal report. Instead of 
urging V P Singh to be more fle«ble so 
titat a national consensus could be created 
around an acceptable formula, the Lohia 
'Oculists, and surpnsingly even some 
sections of the communist parties, en¬ 
couraged a rigidity about the Mandal for¬ 
mula irrelevant arguments were floated 
and repeated ad iriflnitum about how the 
Mandal formula identified castes also on 
an economic criterion This was entirely 
bc<'ide the point since caste remained the 
sole ciiitrion tot reservations under the 
Man Ja! sc heme, lechnicai arguments were 
adduced abesut the constitutional per- 
iiii sibihty of the itservations con¬ 
ic mplaied Ihroughout the Mandal- 
iciatcd crisis attempts to impress upon the 
Janata Dal leadership that the Karpun 
I hal ut iorniula, which was also a pro- 
dut t ut the ‘1 ohiawadi’ ideology, and was 
I more composite and acceptable basis for 
re isatiuns, met with failure The leader¬ 
ship seemed so earned away with its own 
counsels that it was impatient with any 
suggestion lor an alteration in the Mandid 
appioach Ihis may or may not be the 
way to run a little tiefdom it is hardly the 
way to run eiihcr a country of continen 
tal dimensions or a major political party 
in a democracy 

I he Janata Dal leadership has been 
sloss to admit errors Soon after his 
government tell in November 1990, 
V P Smgh, while talking to a group of 
citi/cns, rchiscd to admit even the 
possibility that he may have been mistaken 
in not reviewing the Mandal entenon 

Nr i II lo Bkoaofn Appeal 

Ihe leadership must now seriously 
pondci the tuture role of the Janau Dal it 
i> natural tor Ram Vilas Ruwan and others 
to suggest that V P Singh has become a 
symbol of the aspirations of the poor and 
will temain identified as such as also the 
leidci of the party It is always tempting 
to suggest, when faced with a difficult 
moment calling for introspection, that 
what IS lequircd is simply more of the 
sstne disastrous policy that has so far been 
pursued The first response of the leaders 
ot the Bharatiya Janata Party to their elec- 
to>al deteat in a State hke Madhya 
Piadesh was merely to suggest that mote 
woi k required lo be done atong the same 
lines as belore. Such responses are directed 
les< to understanding the facts on the 
ground than to justify positions already 
taken 

George Fernandes went on record to 
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Institute of Public Enterprise is interested in 
recruiting 3 Research Associates in the age group 
of 20-30 years to participate in research activities, 
prepare teaching material and provide teaching 
assistance in the areas of State level Public 
Enterprises, New Financial Instruments and Public 
Enterprise Finance and Accounting 

Candidates for the posts should have a Master’s 
degree with a high second class in Business 
Management/Commerce/Economics/Banking. They 
should have completed their research for M.Phil. 
or equivalent degree. Those who intend to register 
for Ph.D degree in research areas mentioned can 
also apply. Such candidates will be encouraged to 
pursue their doctoral work at the Institute under 
the supervision of Faculty The candidate selected 
tor the post would be paid a consolidated salary 
of Rs. 3000-M)0-3500 per month subject to their 
performance. The appointment would be for a 
period of two years Application on plain paper 
stating educational background, academic distinc¬ 
tions, work experience, list of publications, names 
of two referees and other information should reach 
T.L. Sankar, Director, Institute of Public 
Enterprise, O.U. Campus, Hyderabad-500 007 
within one month from thi. date of publication of 
this advertisement. 



uy. wiMwtet beftm the eleetion fsiultt 
came in. that the Confrem had no right 
to exist. TIdt was reminiscent of the 
Communist Purty‘s attacks on the 
pre-1947 Congress before it developed the 
machinery to replace it. That is to say, it 
was premature 

It is to the building up of such a 
madiinery that the Janata Dal leadership 
could profitably now devote itself. Given 
thff experiOKc since 1989 there will be a 
tendency within it to seek to build an 
alliance in the Lohia-Ambedkarite mould. 
With the Congress having become iden¬ 
tified, especially in the years since the 
Emergency (1975-77), with varying forms 
of ditism, there is a need for a national 
I party that would speak for and protect the 
; interests of the poor. But an Ambedkarite 
platform is precisely what would set limits 
to the growth of such a party. Elitism or 
a mix of elitism and casteism cannot be 
answered by counter-casteism. This is not 
to beiittte the role of Ambedkarite 
organisations. They perform an important 
and critical task in conscientising the 
Dalits and will be necessary allies in any 
struggle on behalf of the underprivileged 
in India. But an exclusive platform can 
hardly ever'be at the centre of a national 
consensus. It is only an all-embracing 
outlook that can provide a party with a 
national base extending to alt communities. 

That incidentally is precisely the sub¬ 
tle distinction between the Karpuri 
Thakur formula and the Mandal ap¬ 
proach to reservations. While the former 
can provide a basis for a national consen¬ 
sus, the latter can perhaps never do so. 

Any party making use of the 
Amb^karite and ‘Lohiawadi’ ideological 
legacies must, if it wishes to govern, dilute 
some of its ideological concentrate to such 
a point as enables reasonable persons 
across most classes and communities to 
agree on the national agenda. This is, of 
course, not a fixed point on the political 
or social spectrum, it is, within limits, a 
moving one, likely to be affected by 
political and historical moments and con¬ 
tinually determined al.so by the quality of 
the leadership. 

The course that Psswan and others have 
I chart^ for the Janata Dal can, however, 

: lead only to the building up of a magni- 
; fwd version of the Bahujan Samni Party. 

' This approach reduces the Janata Dal’s 
; ability to intervene p(»itively in diverse 
; spheim of national activity. For example, 
what sort of trade unions would such a 
party be affiliated with? Would such a 
pvty adequately lefto the aspirations of 
the industrial working classes or would it 
sinqily splh the working class by introduc¬ 
ing outnioded quasi-feudai divisions in it? 
It is no^ accident that the issues which 
V P Sin^ and his party had initially 


ndtbd->likedieque«tonofw<Mtek*pir* 
tidpation in management and the ii^ to 
wtHrk—got superseded by or transmuted 
into the debate on retervathuis. This 
reflected on the one hand the inability of 
the V P Sii^ government to impienmt 
these promises and on tlw other the in¬ 
adequacies, and the particttlar composi¬ 
tion, its political base. Some hidications 
of this were available at least as early as 
10 months before the V P Sngh govern¬ 
ment assumed power in 1989. On being 
asked repeatedly to spell out its ideas on 
the question of workers’ participation in 
management, the Janata Dal indership 
avoided being pinned down. The same 
thing happend with r^atd to the ‘right to 
work* after the government was formed. 

Ambiguity on Communal Question 

The party needs to improve public con¬ 
fidence also in respect of its record on the 
communal question, it flirted with the 
BJP in the general elections in 1989. The 
Dal leadership did not come clean on this 
issue, with V P Singh repeatedly ducking 
questions. As a result of the adjustments 
then made, the BJP romped home in large 
numbers on a ‘wave’ which was not of its 
own making. It entered parliament with 
the full knowledge that thousands of per¬ 
sons, including those from the minority 
communities, had voted for it only 
because of its adjustments with the Janata 
Dal. 

Having grown under the permissive 
shadow of the Janata Dal, the BJP set to 
work on strategies that would enable it 
give yet another twist to the communal 
spiral. After the further course of events 
both enabled and induced the BJP to, 
launch itself in the infamous Rath Thtn, 
it was obvious fairly early that communal 
tension and violence would follow. Curfew 
had to be imposed on scores of towns 
across the country. While V P Sin^ is free 
to claim that his government fell as a 
result of the arrest of L K Advani leading 
the Rath Yatra, there is much substance 
in the criticism that the government had 
abdicated its responsibility by not acting 
earlier. 

Finally, in the pre-election manoeuvres 
in recent weeks the Janata Dal leadership 
has not hesitated in making opportunistic 
and entirely unnecessary overtures to com¬ 
munal elements in the minority com¬ 
munities. This has not only given a han¬ 
dle to the BJP which has benefited from 
the political spaces provided to it by-lhe 
opportunistic policies of the non- 
communal parties, but has also lowered 
the Janata Dal leadership in public 
esteem. 

Has the Janata Dal then received hs just 
deserts in the recent elections? In spite of 


its numerous mistidei it is cbtTicult to 
answer this question in the afflrmativcL 
The Janata Dai had raised expectations 
of a posable social and political transfor¬ 
mation; its Sectoral performance must 
necessarily thoefore evoke a sense of an 
oppmtunity loa. 

If the Congress, the other major non- 
communal formation apart from the com¬ 
munist parties, does not return to a 
democratic style of politics after the 
assassination of Rajiv Gandhi, there will 
be added reason to regret the decline of 
the Janata Dal. 

On account of* control by an un¬ 
representative and irresponsible coterie, 
the Congress had ceased to be a demo¬ 
cratic organisation; partly for that reason 
it had ceased also to reflect the aspirations 
of India’s poor even to the limit^ extent 
to which it had in the past. 

Until the emergence of the Janata Dal 
it was difficult to identify a major political 
party on the national sccenc, the com¬ 
munist parties excepted, which could 
speak for the underprivileged. If this 
hope, now almost stifled, is to be revived, 
the dominant ‘Lohiawadi’ church in Janaia 
Dal Farty, and not merely V P Singh, w ill 
have to do some serious rethinking. It is 
not that ‘Lohiawadi’ approaches need to 
be discarded; what is perhaps required of 
the Janata Dal is better ‘Lohiawad’. The 
Janata Dal needs to correct itself also by 
infusing its dominant ideologies with a 
broader and rationalist temper. This 
should be relatively easy for the socialists 
among them who have, apart from the 
legacy of Lohia, other intellectual 
resources, such as those of Narendra 
Deva, also to draw upon. This would in 
addition help retrieve the heritage of 
Narendra Deva trom any discredit by 
association that may have been brought 
upon it by the politics of Chandra 
Shekhar’s party. 

On its capacity for self-correction will 
depend the Janata Dal's potential as a 
powerful national party in defence of 
India’s depressed classes. The base for this 
in the form of a strong National Fioni- 
Left From combination is still in existence. 
It is to be hoped that this at least will not 
be squandered away. 
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TRIPURA 

Congress ‘Grief Takes Terrible Toll 


Rajiv Gandhi*5 assassination provided a bandy excuse Axr 
Congress(I) heavywdghts, including ministers and MLAs, to 
organise loot, arson, murder and genaal lawlessness in THpura. 
The partisan forces of law and order merdy looked on. 


ALMOST as soon as news of Rajiv 
Gandhi’s assassination reached THpura, 
there was a steep rise in poll related 
violence in the State. Predicubly, the 
CPI(M) had to bear the brunt of the Con- 
gres$(I)’s ‘grief though other political 
opponents of the Congress(l) in the bat¬ 
tle for the two Lok Sabha seats in the State 
were not spared either. Anti-social 
elements owing allegiance to the Con- 
gressd) swung into action so swiftly and 
so methodically against their party’s 
political adversaries on hearing of Rajiv 
Gandhi’s death that it seems difficult to 
accept the view that the violence which 
rocked THpura was a spontaneous expres¬ 
sion of the gnef and anger of Congress(I) 
supporters. Indeed, it is not atall unlikely 
that the violence was pre-planned and 
would anyway have been unleashed 
against the opponents of the Congressd) 
in the Lok Sabha eleajons originally 
scheduled to be held on May 23. Rajiv 
Gandhi’s death merely provided an excuse 
for loot, arson, murder and general 
lawlessness under the leadership of Con- 
gress(i) heavyweights includidg ministers 
and MLAs. The police; the paramilitary 
forces and the administration sveie; by and 
large, reduced to the role of spectators. 
Though grief was the ostensible excuse, 
the main aim of the Congressfl) was to 
eliminate all opposition. 

It may be recalled that the Congress(I) 
had gone on the rampage in THpura after 
Indira Gandhi’s assassination. Then also 
the CPI(M) was its primary target but the 
situation was promptly brought under 
control by the then Left-Front government 
of the State This, unfortunately, has not 
been the ca.se this time. 

There were sporadic instances of 
violence in Agartala on May 21 itself. 
Houses of CPI(M) supporters were set on 
fire and tension mounted in the city as 
news of Rajiv Gandhi’s assassination 
spread. A red alert was sounded in 
Agartala and Section 144 was clamped on 
the city on the night of Mi^ 21 as a 
precautionary measure. The army and the 
BSF were alerted and Assam Rifles 
assumed the responsibility of maintaining 
law and order in the capital. However, on 
May 22. violence spre^ throughout the 
State Ignoring the restrictions imposed 
jnder Section 144, Congressfl) anti¬ 


socials let loose a rrign of terror 
throughout the State, looting property, 
setting houses and busincfs esUddishibents 
on fire and destroying CPI(M) party 
offices all over the State The CPI(M) 
district committee office and the CITU 
office located at Battala m the centre of 
Agartala were attacked, ransacked and set 
on fire Eight cars belonging to the 
CP1(M) which were parked in front of the 
district committee offce were also set 
ablaze Several booth committee offices 
and offices of some frontal organisations 
of the parly were ransacked and burnt. 
The houses of many CPl(M) supporters 
and ofTicc-bearers also came undv attack. 
Many of these victims of violence fled 
their homes and took shelter in jungles to 
escape the wrath of the Congressd) 
hoodlums. The office of Dainik Samb^, 
a local newspaper edited by Bhupen Datta 
Bhowmik, an • independent candidate 
pitted against Congress(I) candidate 
Santosh Mohan Deb, was set on fire. 
Newspaper hawkers were beaten up and 
newspapers reporting the misdeeds of the 
Congr^l), whether local or national, 
were seiziri and set alight before they 
could reach readers. A dusk-to-dawn 
curfew was imposed in Agartala but this 
did not seem to deter the Congressfl) antf- 
socials as the police, paramilitary forces 
and the administration took no action 
agairut them. Even as Agarula faced 
three successive days of curfew, violence 
spread to two othw towns—Bishalgarh 
and Udaipur. Curfew was imposed in 
Bishalgarh after a market was r^uced to 
ashes. Two persons lost their lives in 
clashes involving tire CPl(M) and the 
Congressd) when the latter forcibly tried 
to close shops in Udaipur so that curfew 
had to be imposed there About 50 houses 
in Pitra and the neighbouring villages of 
Maharani and Laxmibil were also ran¬ 
sacked by miscreants, fMcing the district 
magistrate to impose a IS-hour curfew in 
the entire sub-divisicm. The body of the 
CPI(M) leader from Kailashahar in North 
'THpura district. Sudhir Shukla Baidya, 
who had been kidnapped by Congressd) 
workers on Mi^ 21, was reccweiedon May 
24. Underground milita nts of the All 
THpura Tribal Force (ATTF) gunned 
down two TUIS'waiterB in Khowai sub¬ 
division. TWo people; said to be awpotlers 


of tb« CPKMk wM iMidMd 10 dM 
S a rM od rma gar eoloiiy in Hbri IHprni 
district la Pitia vUlafe two CongroaK 
worken, me of them the brother at da 
CoogreaKl) nainisicr, Jawahar Saha, wen 
murdmd. all^edly by Cn^ niCB 
While the dohgRsad). condemned the Un 
farge, the CP1<M) demiuided the setting u| 
of an ax|uity oommisskm headed by a sh' 
ting high court judge to go into the in' 
cidents in the State since May 21. 

Meanwhile, according to officia 
sources, a gang of 10 tribais, allegedi; 
backed by the TUJS, gunned down thru 
CPI(M) supporters and injured anothei 
in Santosh Jamadarpara in Sadr tub 
division. A hundred houses were set or 
fire in 'Aikshapara and Sibunagah village 
in th* Sonamura sub-division. A boml 
exploded in the house of the veteran com 
munist leader Biren Dutta who was alst 
a senior minister in the Left Front cabinet 
Another victim of the Congress(l)’! 
violence was Birchandia Deb Barma, i 
veteran CPI leader, who lost a part of hi: 
properly when the CPI office, which is 
situated'on his land, was set ablaze b] 
Congressfl) workers. The houses of thi 
chairman of the THpura Public Servici 
Commission and of an eminent lawyer ol 
the city also came under attack b] 
Congress(I) miscreants. 

The opposition Left Front and tht 
Janata Dal demanded the postponemem 
of the June 12 election to the two Lol 
Sabha seats in view of the unscitlec 
conditions prevailing in THpura. in s 
statement the CPI(M) leader, Nriper 
Chakrabarty, accused the chief secretar) 
and the chief electoral officer of the Statu 
S S Sharma, ol being partisan in his ap¬ 
proach and condemn^ his inability tc 
protect the life and property of ordinarj 
citizens. A parliamentary delegation led 
by Dipen Ghosh, the deputy leader of the 
CPi(M) in the Rajya Sabha, visited some 
of the worst affect^ areas in Wst THpura 
district and, on its return to New Delhi, 
called on president R Venkataraman and 
apprised him of the situation in Tripura. 
They also met the deputy election com¬ 
missioner and handed over a memoran¬ 
dum to him, demanding postponement of 
the polls in Tripura. 

The political adversaries of the Con¬ 
gressfl) were not the only ones complain¬ 
ing about the CongressfO’s violence in Ijie 
State. Even a former Congress minister, 
Tkrit Motuin Dasgupta, is reported to have 
said that the violence would prove 
"dangerous to our image, whatever is left 
of it". Some saner elements in the Con¬ 
gressfl) reportedly gave shelter to CiHfM) 
workers when their lives were under threat 
and formed joint resistance committees in 
different localities to check the depict 
thms of tire Congressfl) miiareants. 
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Ah cUef of 

IHpuni Sudhir Rujui M^iuiadv 
thought dlffiRcntly ud. «t« picM con* 
fcnooev b lepoiied to hme auerted that 
the law and order litiiatiao in IHpum was 
better than it was anywhere di e in t he 
country. He abo described the ATIT as 
a oeatiM <rf the CPI^ and lidkuled the 
demand for the postponemet of polb in 
the State. 

Meanwhib them was no let up in the 
Congfest(I)*s rdgn of terror in IKpuia. 
Everyday. leporu came in about houses 
set on file, peopb rendered homeless and 
CPI(M) offices set ablaze from Agartab 
and all over the Statn There was a huge 
^dhatna’ in front of tlw election commis- 
sfcm's ofllce in New Delhi demanding the 
postponement of the Lok Sabha polb in 
THpuia. A CPl^) delegation led by 
Sukomol Sen calM on the diief election 
commissioner (CBQ and alleged that the 
administration in Idpuia was partial to 
the ruling party and informed the CEC 
that the law and order situation was not 
condudve to the holding of free and fair 
elections in the State The CEC responded 
by sending two poll panel obscrvere to 
IHpura who met representatives of dif* 
ferent political parties in Ihpura as well 
as the district magistrates and the 
superintendent of police of the State to 
assess the situation They submitted their 
report to the election commissioner on 
th^ return to Delhi. 

Meanwhile, the Congicss(I) alleged thm 
two CPI(M) activists were injured while 
making bombs and blamed zhe CPI(M) 
and ATTF for raurdenng a TUJS worker. 
A five-member Nationat Front delegation 
which visited Ihpura stated that it was 
“more than convinced that holdmg of free 
and fair election in Ihpura on June 12“ 
was “absolutely unpossible in the present 
situation” and blamed the chief secretery 
for failing to deal with the continuing 
violence in the State. The Union home 
ministry reportedly rushed Black Cat 
commandos to guard the Congressfl) can¬ 
didate for the Vbst Ihpura parliainentary 
constituency, the former Union minister 
of State for home; Santosh Mohan Deb. 

In spite of all these developments the 
election commission announced on 
lune'7 that it had decided not to defer the 
polb in IKpura. In view of the election 
commission's recalcitrant attitude; in an 
unprecedented move in THpura's elMoral 
hisuiry, the CPI(M)*I«> Lob Front 
decided to bcqicott the June 12 elections 
to the two Lok Sabha seats in the State 
and withdrew its two candidates, Manik 
Sarkar and Bgiuban Riang. The BJP, the 
Janata Ehd and the IPF abo decided to 
boyoott the elections and the BIP and iPF 
wl^ had put up candidates, withdrew 
them. 

Iknsion however continued in the State 

e-BMUM Ufanklv hM 


mn altar dte CbtjjpHiO) vm pta^ 
assured of a waONiw bi dte ekethms. 
The Congicssd) accused the OPKM) of 
killing a nffltew (rf dM chbf laiiibier and 
another CongteuO) aetivisi in a bomb 
attadlikvidien acconttog to the CPI9i) dw 
two were killed in an accident while Ocy 
were making bombi According to Con- 
gressQ) sourtoes, Cnodjacdvbtt aDegadly 
wiped out all four members of the 
household of Bijoy Krbhna Ddi; the 
chairman of'Uie ttbst Karamduuia Local 
Development Committee; a charge that 
the CPi(M) denied. 

A fstdcal eiectiofi was held as schedul¬ 
ed on June 12. Although the official 
voting pereenuge ww put at dS against 
83.89 in 1989, the voter turnout was poor 
at almost every polling booth. Since 
polling was heavy but the wta turnout 
was hopelessly low, it b obvious that there 
was hnvy rigging all over the State. 
Polling booths were taken over by Con- 
gress(I) goons. Even some known sup¬ 
porters of the Congressfl) were not allow¬ 
ed to cast thdr own votes, while m many 
other cases, sun>orters of the Left Front 
and BJP were threatened with dire con¬ 
sequences if they did not cast their votes 
in favour of the Congress(I) candidates. 
The polling personnel merely looked on. 
There are instances where they actually 


oomdved with the Congres^l) ami* 
aociab-*cars bearhig *00 Election Dvx/ 
stickers vrere used by the hoodlums to 
move from one booth to anothm. IWo 
such cars canymg bombs, arms and am¬ 
munition were sdi^ by the Assam Riflei 
Thou^ the official press release issued by 
the government cli^ that the election 
was bee; fair and peaceful, houses belong¬ 
ing to Ci*I(M) supporters were set on fire 
and at le^ 20 people, including three 
security personnel, were reportedly injured 
on the diqrof polli ng. A polling party was 
attacked by the ATTF while returning 
with ballot bows from Mandai after con¬ 
ducting the elections. The polling officer 
and one security guard were killed on the 
spot whde another was injured and is 
undergoing treatment in a hospital The 
presiding officer was abducted and is still 
missing. As is to be expected, this 
dastardly act is being projected as the 
handiwork of the CPI(M) by the chief 
mimster 

The elections, for whatever they are 
worth, are over in Tripura but the tension 
has not let up Cases of arson, looting, 
extortions from CPl(M) workers ml 
threats to leave the party are continuing 
Party offices and houses belonging to 
CPI(M) workers are being set on fire 
everyday in different parts of the State 


NEW DELHI 

Begiimmg of Post-Congress Phase 

BM 


After the loss of the Congn^oys dominant position m the polity, 
the process of realignment of social and political forces has to 
become mote clear-cut and refined before a relatively more 
effective and durable coalition of parties can win the popular 
mandate and form a government representative of the aspirations 
of the m^ority of the people. 


THE Congressfl) has been able to 
manage, at least in the short run, the dif¬ 
ficulties and problems it faced after the 
assassination of Rajiv Gandhi in the midst 
of an hectic election campaign. It has 
indeed managed to gamer even political- 
electoral advantage from the tragic loss of 
its supreme leader After some minor 
tremors, the party has abo managed to 
settle fairly smoothly on a successor, first 
in the office of president of the Con- 
gressfl) and then m the office of prime 
minuter when it emerged as the largest 
singb party in the lOth Lok Sabha. All 
thb has created an impression in many 
circles, especially in sections of the mid¬ 
dle cfau and more strongly among those 
who still daim to have leflbt leanings but 


are concerned more with stability than 
change, that the Congress(l) has at last 
overcome a prolonged crisis, internal as 
well as in its popularity rating, and is now 
ready to consolidate its position for 
another long spell in power and in the pro 
cess restore stability to the Indian state 
Obviously a lot of optimism and wishful 
thinking colours this view ot things Even 
if factional troubles in the Congress are 
Ignored, what cannot be missed is that the 
Congressfl) government is a minority 
government which is not even assured of 
outside support in parliament as was the 
case with the National front government 
when It was formed after the election to 
the ninth Lok Sabha. Narasimha Rao’s 
government is bound to prove a fragile 
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msmunem m uie niixis oi inpie WHO nw 
a vested interest in the Congiets(I) bdnc 
in power. Hie pulls and pressures and 
squabbles inside the Congress over the 
composition of the government and the 
allocation of portfolios, the ongoing 
campaign ot what has come to be termed 
as the Vroterie’ which still asserts the 
supremacy of the Nehru-Oandhi family in 
the affairs of not only the Congiessfl) but 
Indian polity itself must not be missed. 
Also important is the fact that all the 
other political parties are determined to 
keep ihetr distance from the Congressfl) 
and have declared their preference to sit 
m the opposition, though they do not 
propose to pull down the Congressfl) 
minority government for the time being. 

It is neither surprising nor fortuitous 
that there has bwn a succession of 
minority governments. After the loss of 
the Congress(l)’s dominant position in the 
pohty, the process of realignment of social 
and political forces has to become more 
clear-cut and refined before a relatively 
more effective and durable coalition of 
parties can win the popular mandate and 
foim a government representative of the 
aspirations of the majority of.the people. 
Meanwhile, politics is bound to be in a 
state of flux. Political parties will have to 
go through turbulence and turmoil, inter¬ 
nally as well as in their relations with other 
parties. This will be markedly the case 
with the Congiessfl). Its internal cohesion 
is bound to be in question. Its break-up 
will remain very much on the agenda as 
part of the wider realignmerft of forces. 
Its validity as an all-class, all-purpose 
party no longer holds. The question is 
how long the minority goveriunent headed 
by Narasimha Rao will last before it 
becomes necessary to go back to people 
for a fresh mandate IWo to three years 
is the maximum tenure that shrewd 
observers give to the Congressfl) govern¬ 
ment. Its end may come earlier if the rival 
political formations consider themselves 
ready to enter another electoral contest. 
The sharpening economic crisis uid the 
likely manner in which it may^ attemp¬ 
ted to be tackled under the 0>ngiess(l) 
dispensation may well precipitate matters 
on the political front. 

A striking feature of the political en¬ 
vironment after the long phase of single 
party domination has been broken is that 
the conflicts of interests in society are 
coming into the open at a fast pace. The 
reabgnment of political forces in these 
conditions has tended to be influenced 
thus far 1^ the tussle, above all, betweoi 
big business interesu with their hangers 
on among middle class professionals and 
the intdligoitsia on the one side and rich 
fanners and their diampidns on the other. 
These two contending parties have; side 


ey skm; sotvm w e«MNfii • new political 
equihbeium which wiB nfquatd their 
vital interests againit the growing 
challenge firom sodal fanes which do not 
fit into their scheme of things. It will be 
interestihg to watch the policy adjust¬ 
ments and administrative arrangements as 
well as political and personal wheeling 
and dealing that would be part of this pro¬ 
cess. In these conditions there will 
necessarily be much confusion and lack 
of coherence in poiicy>making and in 
political and administrative action. 

The position of a minority government 
will, therefore, remain vulnerable. It will 
not be possible to hold back for long the 
democratic imperative of firming up the 
popular mandate. Those who appeal to 
the narrow vested interest of those who 
have been elected to the Lok Sabha to 
mobilise support for aiqr party or group 
in a power-sharing arrangement would be 
r^rded by the people as being engaged 
in political fraud. 

The line of political demarcation that 
stands out at present is between those who 
stand in favour of intervention by the 
public authorities for the economic and 
social upliftment of the mass of the poor 
people and those who would rely on the 
free play of market forces to esubhsh 
what is called a link between economic 
activity and its rewards so as to maximise 
the returns to the holders of property and 
assets. The entrenched forces of status 
quo cannot be expected to give up their 
dominant position and privileges without 
a fierce and prolonged struggle The IMF 
loan under its structural adjustment 
facility, on which so much attention is 
being focused as the panacea for the acut£ 
balance of payments problem, will open 
the way to neo-colonial dependency. For 
self-reliant economic growth with equity, 
it will be necessary to rely primarily on 
the mobilisation and optimal utilisation 
of domestic resources, human and 
material. The need is for basic reforms in 
the socio-economic structure: The carry¬ 
ing out of these reforms is not amenable 
to the philosophy of gradualism and 
legalistic measures. They cannot be 
brought any nearer completion by invest¬ 
ment plans which have been or may be 
launched. This is what makes the h^- 
ups with the financial size of a high 
growth plan and large loans to plug the 
balance of payments as well as budget 
deficit irrdevant in terms of tire living con¬ 
dition of the mass of the peOpte. The 
mobilisation of donwttie and foreign sav¬ 
ings for investment to promote growth in 
response to effective demand in the 
roi^ cannot but come into conflict with 
the Older of econontfc and social priorities 
whidi subserve the needs of the majority 


or the peojHe. me auraoutty or ine 
minority Congress(I) government will be 
tested on the baus of the sides it takes on 
this and other crucial socio-economic 
issues. 

The process of realignment of social 
and political forces In India has been 
undergoing significant changes since the 
mid-sixties. The 1989 general election 
ushered in the era of coalition politics. A 
coalition government, however, cannot be 
an arrangement solely or even mainly for 
the sharing of political and administrative 
power and pelf by its constituents. After 
the initial euphoria, there can be no escap¬ 
ing the policy and ideological differences 
among the coalition partners. This calls 
for constant and skilful delineation and 
refinement of the minimum agreed basis 
for the effective working of the coalition. 
The issues under contention need to be 
seriously, widely and publicly debated in 
order to evolve and implement sound 
policies The National Front coalition 
government during ns bnef tenure was an 
instructive expenment in coalition politics. 
Rir a coalition government to be viable 
and give the desired results, a senes of 
compromises among the coalition part¬ 
ners have to be negotiated, though not 
compromises designed essentially to 
pander to vested'interests. 

The outcome of the lOth Lok Sabha 
election is bound to be fateful in the 
prevailing conditions. The country is un¬ 
doubtedly passing through difficult and 
dangerous times It is, however, notewor¬ 
thy that the assassination of Rajiv Gandhi 
should have been seized with alarcity as 
an opponunity to protect the idea of a 
‘national government’. The notion of a 
national government, if given any 
credence, let alone implemented, can only 
be the starting point on the road to the 
subversion of the democratic content of 
the Indian Constitution and liquidation 
of party-based parliamentary democracy 
The concept of an enlarged Congress too 
deserves some critical attention. This is in¬ 
tended to project the return of ‘former 
Congressmen’, most prominently Chandra 
Shekhar, who came to occupy the office 
of the prime minister with the support of 
the Congre$$(l) under Rajiv Gandhi’s 
leadership. Chandra Shekhar made 
feverish efforts, once he managed to ac¬ 
quire a position of political advanta^ to 
claim that lie alone could be the saviour 
of the nation faang chaos. The claim has 
been ' rendered ridiculous after his 
miserable showing in the Lok Sabha elec¬ 
tions. Tlic slogan of the national govern¬ 
ment with which is closely linked the idea 
of an enlarged Congress carries within it 
many dangerous implications and must 
not be allowed to gain strength. 
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WwiSm VomcBt End of an Etd 

VCeellM 
S VRiMunl 


Its many political compnmiises ncawithstaading, the DMK bad 
served as the focus in Tknul public life for a ran^ of sababem 
interests to come together and articulate thar concerns and 
anxieties. Even those who had all along been critiad of the DMK, 
therefore, feel dejected by the bitt» end to an era of Drai^an 
politics. 


THE complete rout of the DMK in the 
recently ct^uded elections has saddened 
and upset even those who have no love lost 
for that party. Non-Brahmio profes¬ 
sionals, intellectuals and writers have been 
stunned into anguish by the electoral 
results. It is not so much a case of bang 
disheartened by the DMK’s defeat but be¬ 
ing greatly shaken by what is widely and 
popularly experience and seen as a mor¬ 
tal blow to the intotwined causes of Hunil 
nationalism and social justice. 

It is true and tragically so that the 
DMK has, for some time now. reneged 
on its commitment to its founding 
ideals, espeaally to the cause of self- 
daermination of Ihmils. Its guarded ap¬ 
proach to the Eelam question, its pain¬ 
staking efforts to distance itself from the 
‘terronst’ aspects of the struggles in Sri 
Lanka have betr^cd a will to compromise 
and survive. It is also true that in spite of 
its much-publidsed (in the Brahmin press) 
anti-Brahminism articulated at the 1989 
State conference of the DMK in IKchi, the 
party’s struggles against Brahminian have 
been more symbolic than real. 

These compromises notwithstanding, 
the DMK had served as aibcus in Ihmil 
public life for a range of subaltern 
interests to come togaher and articulate 
thar concerns and anxieties. The DMK 
had represented the assertive political will 
of the non-Brahmin communities and its 
historical role had been much appreciated 
and vindicated in the context of the anti- 
Mandal hystaia that ensued last year. The 
DMK’s fall, then, in spite of the in¬ 
domitable challenge it posed to upper 
caste belligerence, must be attributed, at 
least partially, to its misogynistk political 
rhaoric The violence against Jai^litha 
on the assembly premises and die subse¬ 
quent propaganda that was unleashed 
with much and-woman malignancy suc¬ 
ceeded in alienating the woman voter 
more or less completdy. However, it is 
important that we do not lose si^t of 
Jayalalitha’s own undemocratic and 
authoritarian behaviour at her only ap¬ 
pearance during die assembly pro¬ 
ceedings. Nor can we afford to lose sight 
of the fact that Jayalalitha never tired of 
referrii^ to the ‘violation’ she had suf- 
fo^ on the assembly floors, often invok¬ 


ing images of injured womanhood in 
exaggerated and melodramatic detail. It 
is anotha matta that ha *rightful anga* 
came across as incongruously insincere, 
since ha invocation of male violence 
hardly eva considered-the innumerable 
instances of violence against women in 
rural areas, middle class homes and police 
stations. Besides, ha ‘heref and “defenda’ 
MGR (the songs in his films, noted 
Jayalalitha, ought to be our lessons) had 
consistently espoused a feminine ideal 
subordinate in every respect to men and 
the patriarchal family. But, if, in spue 
of these ideological inconsistencies, 
Jayalalitha succeeded in capturing the im¬ 
agination of the Ikmil masses, the reasons 
must be sought elsewhere. 

In this context, then, the DMK’s defeat 
indicates the following: 

(a) The limits to an oppositional 
counta-culture (that sought to challenge 
foahmin hegemony) which consistently 
glamorised its politics. Such a glamonsa- 
tion has now led to the near collapse of 
politics and the triumph of cinema 
and spectacle. <C N Annadurai and 
M Karunanidhi had been instrumental in 
cultivating actively the ‘myth’ of MGR'. 
The DMK, especially Karunanidhi, had, 
moreova neva chosen to fight MGR 
politicaily. iMorse stiH, during these recent 
election campaigns Karunanidhi had 
sought to project himself as a ‘true’ friend 
of MGR and allied himself with the 
breakavray faction of the AIADMK. The 
irony of the whole exercise became ap¬ 
parent when two of the nine candidates 
belonging to this group won the elections 
while all of the 171 candidates fielded by 
the DMK lost, save for its leada. It is also 
significant that the lone successful Pat- 
tali Makkal Katchi (PMK) candidau' 
(Panrutti Ramachandran) and the only 
successful independent candidate who 
won (Ikmaraikani) were once AIADMK 
notables.) 

(b) The persistence of Brahmin 
h e gemony mediated through an arrogant, 
unrepentant and avowedly casieist 
Brahmin intelligentsia that makes iu views 
and opinions known through the strategic 
m and abuse of the media. 

"(c) The hollowness of the Mhnk pride' 
fnd ‘'bmil nationalism’ as articulated by 


the DMK lefying as u mo on sneer 
rhelork and the powa of language to 
advance Its claims in this respect. 

(d) The detamination of the Indian 
state to decimate Ihmil nationalist aspira¬ 
tions, even when these are articulated 
within the limits marked by the Constitu¬ 
tion and its concated efforts to biand 
Ihmil nationalist politics as criminal 
These and other related reasons that 
have brought about the DMK’s defeat 
assume immense significance in the after- 
math of the assassination of Rajtv 
Gandhi. Even prior to the assassination 
the Congress-AIADMK campaign had 
overtly and covertly sought to portray the 
DMK as a potential secessionist force in 
league with the LTTE. The campaign was 
but the grand finale to a systematic year¬ 
long attempt by the Congress-AlADMli 
combine and lata on the Indian state with 
(Thandra Shekhar at the helm to discredit 
the DMK government: not on matteis of 
economic and social policies or even of 
political choices but over an tdeoloey of 
Tamil nationalism that had, long since, 
become moribund as far as DMK political 
praxis was concerned The DMK nad 
never really been comlortablc with ii e 
LTTE’s militant nationalism and ’ s 
ironical that its electoral defeat was due 
to a cause it espoused moie by com 
promises ova it than its cummitmciii to it 
The assassination of Rajis Gandhi ciiii 
ched the Congress-AIADMK’s aiyumeni, 
against the DMK and confirmed the 
Indian state in its determination to 
challenge and destroy lamil nationalism 
The DMK could not even campaign in the 
weeks following the assassination, so sue 
cessful were the Indian state's efforts to 
discredit It The media played an 
inglorious role here, as may be expected, 
given Its patent anti-Drasidian thiusi 
What IS, perhaps, most paintui as fai 
as the non-Brahmm sections of the 
population are concerned, is that the 
defeat of the DMK has piovided an mi 
paus to a kind of aggressive Hiahnimisni 
Tamil Nadu has not witnessed in decade, 
(one has only to glance thtougli the 'let 
lers to the Editor' section in Ihe Hiniiu 
to get an idea of the blatant casieism, 
routinely and nonchalantly exhibited by 
the Brahmins) The Congress AIADMK 
combine have contributed m no small 
measure to this phenomenon Ibc com 
bine has consistently debunked Tamil 
nationalist^ ideals as secessionist and 
Brahminism, allied as it is to a pan Indian 
nationalism, has been quick to take 
umbrage at ‘those secessionist’ claims 
Besides, the Jayalalitha factor has 
neutralised whateva Dravidian p<>litics 
the AIADMK had attempted to retain It 
IS significant that Jayalalitha consciously 
appealed to Brahntm sentiments Not only 
did she nominate several Brahmins as hei 
party’s candidates in Madras city and 
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cttnwiwR; b« she fought iii4 
blcMu^s of the Kasdii Shankandwyi 
before launching her campaign. TVis. on 
the one hand. On the other hand, she 
constantly invoked the name of E V 
Ramasamy Periyar and thereby claimed 
the heritage of the Dravidian movement. 
It IS tempting to recall here what 
Kuthoosi Gunisamy, a prominent Diavida 
Kazhagam leader of yesteryears once 
remarked about Brahminism: that even if 
there were (o be an independent sovereign 
Dravidian state, with Periyar as its presi¬ 
dent. the first people to welcome him 
would be the BrahmmsI Gurusamy was 
particularly sensitive to the co-opting 
dynamic that seems to have been a salient 
aspect of Brahminism since the days of the 
Buddha, and the ijecent events in Ihmil 
Nadu have proved him right. 

The ti luraph oi the Congress-AIADMK 
combine has also to be viewed m the con- 

WEST BENGAL 


1 HE tact that the West Bengal polls, held 
beiore the Sriperumbudur tragedy, were 
free from any impact of the soxalled sym¬ 
pathy wave enabled the electorate to give 
an undistorted picture of the political 
layout oi the State. A turnout of 70 per 
cent of the voters in what was by any stan¬ 
dards a free and fair poll also contributed 
to bringing out a truthful reflection of the 
political preference of the States people. 
After taking everything into considera¬ 
tion, the West Bengal Left Front’s, and its 
leader the CPl(M)’s, performance in these 
rounds of elections has been quite im¬ 
pressive. As lor the Front, it has retained 
the same number of seats in the Lok 
Sabha as in the previous house, that is, 37 
out of 42 In the State assembly, it has 
once again secured a three-fourths 
majority with 244 seats out of 294, 
although compared with the previous 
house It has lost half a dozen seats. The 
CPl(M)’s tally also follows the same pat¬ 
tern. With 27 l>ok Sabha seats, the posi¬ 
tion remains unchanged and with 182 
assembly seals—five less than its tally in 
1987—the party as before enjoys nearly 
a two-thirds majority of its own. 

The Congress has increased iu strength 
marginally from 40 to 43 in the assembly 
and by one in the Lok Sabha from four 
to five (only by lending its symbol to the 
GNLF candidate from Darjeeling—the 
same old imported nominee, Inderjit, the 
Journalist from Delhi). 

The BJP which contested every Lok 


MtoftheBirkaMHMtdllMiiWiiiwllK 
XuirU rnassA Qivm the KlPt ideiitiess 
and systematic moiide offtinctioning, it is 
n6t hard to inugiiK it providing a well 
structured apace for Brahmin and more 
generally upper caste resurgence in the 
days to come. Even during these elections 
the BJP campaigned actively in some cim- 
stituencies where Jayalaihha had rieided 
her candidates, ther^ tacitly following 
upon the Kanchi Shankaracha^’s appeal 
to the electorate to vote either for the BJP 
or the Congress-AIADMK combine. 

Hius, on the orw hand, the Bimit 
masses have to reckon vnth the might of 
the Indian state ready to crush it into 
hcmiogenetty. On the* other hand, they 
have to face up to the challenges of a 
refurbished Brahi^in. hegemony that 
would consciously strive to turn this 
homogeneity to its own account. 


Sabha and assembly seat failed to bag any 
The Muslim League has lost the lone seat 
It had in the last assembly. Indeed, indica¬ 
tions would suggest that the Left Front 
may have regained the allegiance of the 
sntall section of the Muslims that it ap¬ 
peared to have lost in the last assembly 
elections; it has wrested the Enully and 
Kavitirtha constituencies in Calcutta 
which It had lost in 1987. These areas have 
large Muslim concentrations. With the 
gains in these two, the Front has also im¬ 
proved its position in Calcutta aty propa. 

Most importantly, the CPl(M) and the 
Left Front have regained thdr supremacy 
in regions with a preponderance of 
industrial workers. This they had lost in 
the 1984 Lok Sabha elections and failed 
to regain appreciably in the 1987 assembly 
and 1989 Lok Sabha polls. They have now 
fully recovered their supremacy in the 
industrial belts in the districts of 
Bardhaman, Howrah, Hooghly and 
North 24 Parganas. 

Among the major Left Front parties. 
Forward Bloc has improved its strength in 
the assembly from 27 to 29, the RSP’s 
position remains unchanged at 18, and 
both the CPI(M) and the CPI have lost 
five seats each. In the CPI'k case it means 
a reduction from II to six, almost by 
one-half. 

All ministers except Ibui have returned 
to the house. Of the losing four, two 
belonged to the CPI(M) and one each to 
the CPI and FB. 


lire cn(M) vMl the ncNB hnoicilt) 
lUjn behind the BIP in term of rdatha 
perfonnance. Indeed, ftom a cKffeieni 
perspective it mi^ be said that the Left ii 
reaUy indexed to Ure BIP. as quite i 
number of seids in the Lok Sabha as well 
as the State assembly have accrued tc 
them only because tKe BJP has split tM 
opposition votes. 

Although, as mentioned before, the 
BIP has not been able to secure a singh 
seat from this State, it has increased iU 
share of aggregate votes in West Bengal 
from 3.3 lakh in *1989 to 33 lakh this tim< 
or from 1.7 per cent of the total to about 

12 per cent. Since the size of the par¬ 
ticipating electorate has increased, the rise 
of the number of votes received by each 
candidate on average may not bring out 
the real dimension of the BJP's advance 
which is better revealed by the figures of 
the comparable depth of support in terms 
of average percentage of votes per 
candidate. 

in 1989, the BJP polled an aggregate of 
I 7 per cent of the total votes cast by 
fielding only 19 candidaies. In other 
words. It secured 0.089 per cent of votes 
per candidate. This time it has got 12 per 
cent of voles by setting up 42 candidates 
or 0.283 per cent per candidate, in other 
words. It has increased the depth of sup¬ 
port by about 320 per cent. On the other 
side, the aggregate shares of total votes of 
the Left Front and the CPI(M) declined 
from about 51 per cent and 38 per cent 
in 1989 to about 46 per cent and 35 per 
cent respectively, with the number of 
candidates remaining largely the same. 

The BJP polled over a lakh votes in 

13 Lok Sabha constituencies, thus 
radically changing the bipolar character 
of West Bengal politics. Electorally of 
course the CPI(M) and Left Front can 
only gain from this development; it makes 
them practically unbeatable in this State; 
as a complete or near complete coalescence 
of the Congress and BJP votes in the 
foreseeable future is practically impossi¬ 
ble. Hence, this division of opposition 
votes makes the Lefts’ electoral position 
very secure 

But in terms of more fundamental 
political interests, the BJP’s rise as a mass 
force IS a very serious danger signal to the 
Left and progressive forces, not only 
because its banner of militant HindUtva 
IS a grave threat to communal harmony 
and peace, but also, and more irnportamly, 
as many discerning newspaper reporters 
hast noted in their analysis of the West 
^ngal electoral scene, the BJP in the 
countryside has been able to establish 
linkages wmh rural social forces who have 
been adversely affeaed the Left Front’s 
not so radical agrarian reforms. It has, 
thus become the focus of combined social 
and political reaction. 


BJP’s Rise as a Mass Force 

Ajit Roy 

In electoral terms the rise of the BJP has helped the Left Front by 
splitting the Congress vote, but in terms of more fundamental 
political interests it is a serious danger signal to Left and 
progressive lorces. _ 
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Education: Muddying 
Troubled Waters 

Philip G Altbach 

President Bush and his education secretary have presented a 
number of ideas which are, for the most part, not bad. But these 
propostUs have no chance of success because of the current 
economic cUmate and the unwillingness of the Federal and State 
governments to devote necessary resources. 


GEORGE BUSH aspires to be the ^uca- 
tion president’. So far, he gets an ‘F’ His 
newly unveiled plan is a non-starter 
Worse, It diverts attention from current 
initiatives and current problems Ihe 
president and his newly appointed educa¬ 
tion secretary, Lamar Alexander, have 
presented a number of ideas which are, for 
the most pan, not bad They are also not 
new Ancf they do not get to the heart of 
the problem In many ways, it is worse to 
have the new Bush plan than to keep on 
the track of educational reform that was 
proposed and panially implemented a 
half-decade ago during the last round of 
concern with education 
The educational reform movement ot 
the 1980s, developed largely at the State 
level and funded entirely by the States, not 
only contained some good ideas but also 
attracted considerable support in State 
legislatures and from the education com 
munity Among the reforms were tighten 
ing up educational requirements and stan 
dards, improving teacher salaries in order 
to attract more talented people to teaching 
and at the same time providing more 
professional autonomy and initiative 
10 teachers and improving (but not 
abolishing) teacher education The stress 
was on ‘excellent^ in education’ and the 
problems of the educationally unprivileg 
ed were virtually ignored In New York, 
the Regents Action Plan was developed 
and partially funded Lamar Alexander, 
when he was governor of Tennessee, im 
plemented (and lavishly funded) an 
impressive set of reforms 
It IS important to note that the federal 
government played virtually no role in the 
1980s reforms The Rngan administration 
contmued to cut federal funding to educa 
tion as well as to other public services and 
more and more responsibility devolved on 
the States Federal tax cuts had a double 
impact at the State level—not only forcing 
the States to assume responsibilities 
previously funded from Washington but 
creating an atmosphere ol tax reduction 
The States, unlike the federal government, 
cannot run large deficits They must either 
raise revenues or cut services Then, at the 


end of the decade of the 1980s, the 
American economy slowed down and 
recession took hold The States are now 
faced with an extraordinary fiscal 
dilemma—budget and service cuts are 
being put into place throughout the na 
tion It IS entirely unrealistic to expect that 
positive educational change can take place 
in the current climate of fiscal disaster in 
the States 

New York Stale is a good example The 
Regents Action Plan called for increased 
salanes for teachers, a longer school year, 
enhancement in the curnculum and other 
reforms In the iirst flush of enthusiasm. 
Governor Cuomo provided additional 
funds to implement a few changes 
although one of the most important 
proposals—lengthemng the school year to 
provide more instructional time for 
students (it should be noted that 
Americans have the shortest school year 
of any industrialised country)—was 
quickly dropped because it was too expen 
sive Anticipating the implementation of 
the reforms, the Regents mandated an 
enhanced foreign language requirement to 
graduate from high school with a ‘Regents 
Diploma’ 

What has happened is that few of the 
reforms have bran sustained because of 
continuing fiscal cuts We have even seen 
a decline in the number of students 
earning the Regents Diploma, largely 
because foreign language instruction was 
not improved in most schools' Current 
drastic budget cuts are eliminating enure 
areas of the secondary school cum 
culum—and foreign languages are among 
the first to go Teachers, |»omised improv 
ed conditions and more autonomy, arc 
now threatened with layoffs and an sec 
ing class sires enlarged It is no wonder 
that morale is at rock bottom 

For the most part, we are aware of the 
problems of American education And we 
know how to fix many of them Indeed, 
Chester Finn, Jr, a key Reagan Bush 
education advisor and a former official 
of the US department of education, wrote 
a slim book entitled Whai Hbrks a few 
years ago We know that the most serious 


tndbkm for American education is the 
failure to adequately educate the under¬ 
class—laii^ly but not exclusively minority 
Afncan Americans and Hispanics have 
the highest drop-out rates and it is not sur¬ 
prising that their unemployment rates are 
correspondingly high The ‘excellence' 
movement of the 1980s ignored this issue 
and the current Bush initiatives totally fail 
to deal with it We know that a variety of 
programmes work—Headstart’ early 
childhood intervention efforts have been 
immensely successful ‘Magnet schools’ 
that provide alternative educational 
programmes have promoted racial and 
ethnic integration and have also been 
academically successful We know that 
more time devoted to instruction yields 
improved results 

We also know that school improvement 
requires funding It is especially true 
that intervention programmes such as 
Headstart and special enrichment pro¬ 
grammes both for those ‘at risk’ of drop¬ 
ping out and for the ‘gifted and talent^’ 
require resources These two groups are of 
extraordinary importance for American 
education US schools do a decent job 
(although not outstanding) of educating 
the ‘great middle’, but fail at both the 
lower and upper ends At present, we have 
the worst of sill possible worlds—cutbacks 
in existing programmes and the inability 
to implement any positive changes 
What of the specific Bush proposals*' 
Several are highly controversial A major 
stress IS on ‘choice’ in education On the 
surface this sounds like a good idea Why 
should not parents have choices concern¬ 
ing where they send their children to 
school’’ But choice is to include private 
schools which will very likely have the 
result of further segregating American 
education— both by race and social class 
National testing of students is also called 
lor Also controversial, this proposal 
would at least permit States and localities 
to see how their students are doing in 
comparison to others 
The (act is that American education is 
going nowhere C urrent budget cuts have 
already destroyed the progress that was 
laboriously made after the last wave of 
leiorms Bush's proposals have no chance 
of success because of the current 
economic climate and the unwillingness 
of both Ihe Federal government add (he 
States to devote the needed resources to 
education In some respects, the Bush pro¬ 
posals muddy ihe alicady troubled waters 
of Ainctican education 

Leonomii' and Folitiral 
Available from 
M/s Rathi Media Centre, 

Rathi Bhavan, 

Overbndge, 

Jodhpur 342 001, 

Rajasthan 
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THE MITSUI TAIVO KOBE BANK LTD 

(INCORPORATED IN JAIAN WITH LIMITED llABIllTyi 


BALANCE SHEET OF BOMBAY BRANCH AS AT 31 ST MARCH, 1991 


As At list 
March 1990 

fts P 


CAPItAl ANO LIAeUiTICS 



As « 31st 
Atorch 1991 
Rs P 


As «t ilSt 
Mwch 1990 
Its P 


mOPHOyAND ASSC15 



As at 3l«t 
Mvcf) 1991 

H 9 


66‘A 

JVOo: 7i;96 


10I61S61 
9109^997 99 
7917896tS68 


Nominal vahir of securities 
Drposited with the Revcrw 
Bank of India urKler 
Section 11<9) of the Banking 
Ite^uldtiorT Act 1949 

t. Aewnei Piaitf and Odier 
> asf¥et 

3 Deposits and Other 
Accounts 

F xt* i Deposits 
(tom Banks 
from otheri 
Savin«is Bank Deposits 
Current Accounts Contmsrncy 
Accounts etc 
Fro'n Bankj 
from rHhfrs 


4 iorrowkiss ftoHi Other 
•enkfns Cempanleh 
A gents etc (Unsecured) 
190 90 R6000 (<) In India 

00 Out side irrclM 


79 9V J' 4 78 5 UHs P eyeb t e 


10/t l« J8 
9 69 VS ’*/* fO 
999 991611)6 


y94(XiSJ79t 


19 SH4/1609V 


9 M WIJ6 71 I 
99 89 14600 I 


6 BNIs tor Coitee tt o n hchig 
WNs RecdveMe As tor 
Contre 

() PayaCrie m India 
\ I PayaUle o itside India 


7 Other LlabUKies 

Hea<J rOlKt Branches and 
Agencies outside Irrdwi 
Provsion (or tiratuity 
Ottier iiabiiittes 


• AcceplanceA Indonements 


As tor Contre 

9 Profit end loss Account 

Prof t a* per lad t»Atance sheet 
le'S AfiprfH^ atfons 


Add Profit for the year 
two iqhi ffo Ti thf il t and 
los A< count 


R99S44 06689 
369 IS 06074 


86 694 91 
IS 41 48 49S 89 


109 06 94 198 )6 


1 n 36 440 00 
W5S8 60 


37 39 8S3 00 
S 79 «1 S69 89 


64J 30064HU 


96 ) 94 609 99 


9b ib OS 986 3S 


3/41909601 
197 3000000 


16 08 39 713 S4 


4 69116 77 
716 404 06 


18l89/9eSOO 


910/ SOO 00 
S5S19SOOOO: 
94 991798S00 I 


1 Cash 

In hand and with Reserve 
Bank of India and State Bank 
of India (inciudtns foreign 
ctirrenry notes) 

t Balances wMi Other Banks 

(On Current A/ti\ 

<iyin Indio 
(a) OutVi0e India 


3 Money at CaB and 
Short Nodcc 

4 hw eit in tnt s (At Cod> 
Securities of the Central arrd 
Sttfe Cioverrunents and other 
Trustee securities mrludaiq 
TreoMry B<li> of the Central 
and State Gdvrrrrments 
Shares fuHy pd>ri up equity 
stiare* 

Debentures and Bond 


(Other than trad and doubtful 
debts for wha h provision tia' 
been made to the 'atidartion j 
of the auditors) ^ 

I loan» Cast) r redits 
Overdraft eti 

* 31 b5 991S4 72 (i) In India 

{ ' Out kJt India 

II Blits dist ourited and 
purr ha>fd (fw lurtimj 
Tteasurv BilK of the Central 
and State Ctovemmenit, 

16 98 b9S130l OPavdbk nlnda 

T7b9 B39bV (n) Piyjibie outside India 

48 0134S07 3; 

Nofr PirtiLular of Advanres as 
fjfr Schedule A annexed 

6 BMs M cal vabhe bdng BUts 
tor CoBac t ion As P«r 
Contra 

30 7) 438 18 (i) Payitoic m India 

9 69 95 794 70 (ii) toyatfe putside India 

7 Connuucnts UabMtttttor 


48 0134S07 V 


30 7)438 18 
96995 794 70 


9999916306 


3S 58 47160 99 AstofContm 


month Md Othar 


93 819945666 


695 098 98 
6/8187 8/ 


7617 79 /jO pO 

91ft' jOOOO 
6 7990000 00 


IS 18 00 9S0 00 


30 J4 /9 698 10 


9996S9 S40 33 
37 91108 9; 


59 99 32 346 90 


37 12 853 00 
5 7981569 89 


61014 415 B9 


133 .SS, 14,81189 


58 34 71994 06 l 93 . 95 , 16,050 78 


Carried forward 
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THE MITSUI TAIYO KOBE BANK LTD 

[INCORPORATED IN iAMN WITH UMITEO LIABIUTY] 

> BALANCE SHEET OF BOMBAY BRANCH AS AT 31STM\RCH. 1991 


Asm 3ln 
Maich, IMP 


133.B14S1in 


}3 03 45 880 93 
129(89 74180 
12000000000 


CMm. AND UABIUTIES 


Broushl Foiwwd 



Ai « 31(1 
M4fch 1991 
Us P 


(i) On outsl«ndin<| tanvard 
ochangc coMracts 
(a) On Guwamen iswcd on 
behalf of constituenK 
(la) On partly paid sham 
(iv) On sals ftediscounted 


66414 87844 
1663 52S1185 
4000000000 


Ai at 3141 
March 1990 
1)4 P 


WOPEDIY AND ASSETS 

1,n95160S078 


Broughi forward 


• 

iSK OcpfvdeHoii 

4 80 37 811 00 


Orrsmal Cost ds per 1«54 
belsnce sheet 

1ft169S2W 


(ess Depreciation upto 31^ 
March 1991 

468V08S3^9 




• 

Bumliyrt Md nxtiim 

4986 639 00 


leiB dapwciatiow 

Onsinat Cost 

BalarKe as per <asi 

Balance Sheet 

8/eg 974 73 


Add ^Jditiorn during 
the year 

1 30 68 906 73 



697 414 47 


(ess Sales and adjustments 

1 94 41 499 96 



36^098S7 


(ess Oeprectarion wniten oH 
to date (ifKiuding 
adjustments) 

SB 91 39369 




10 

Other Assets 

4 4S 479 44 


WepANi expenses 

4S S6 401 99 


Interest Art lurd on 
inye^ments 

903 60 489 49 


Interest txcharige Orflerence 
etc Itrceivable 

7/W 46913 


Head C^Kre Branches and 

Agent rs outside Indid 

41 ei6Bl9!> 


Deposit" 

3 79ft6SUi0 




11 

Mon Banking Assets 



Acqyirad M SstMhetlen of 
CWms 



BB.78M19S 


4 80 37 81100 
4063665 75 


2 54 367 00 


1269585926 
292875 23 


1 24 02984 03 


1863014 

82 56 74464 

1 32 92 772 98 

85182250 

418168125 



15834 73924105 
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THE MITSUI TAiyO KOBE BANK LTD. 

(INCORPORATED IN iMV^N WITH LIMITED IIABILITY) 


PROFIT AND LOSS ACCOUNT OF BRANCH FOR THE YEAR ENDED 31 ST MARCH, 1991 • 


>Wr cfKird 

EXP(NDt7U(tE 

year endea 

Vttar ended 

INCOME 

Bear ended 

3111 Match 1990 


3>st March 1991 

list Marrh 1990 

Orss ProvisiCKis made durms the period for bad 

31KMKCh IW1 

Rs P 


Rs P 

Rs P 

and drxibtfui debts aruj other usual or 
necessary provisions) 

Rs 9 

4 7S 84 S71 77 

Interest paid on deposits brwrowmss etc 

7 54 9/ 939 l-a 

6 S4 91 0/5 79 

Interest and Discount 

10 49 *3786 30 


Salaries allowances <|ra(uitY 6 


1909139192 

Commission Fnchanae and Brokerase 

1*111581?! 


provident fund 

69 B4 936 B6 


Rent 

- 

650000 

Directors and toul committee rnembers 
fees and anoyances 

60GOO0 


Net Profit on sale of Investments Gold 8 &lver 
land Premises and CXher Assets (not credited to 


- 

Reserve or any Particular fund or Atrount) 

- 

1919990 96 

Rent liMes tn^rancr liqhtm^ etc 

11 470iBI9 


Net Profit on Revaluation of investments (jold 8 Stiver 


16 73500 

law Charsrs 

14 59500 


tsrrd Premises and Other Asset»(not cffdrted 


1if87&60 90 

1 

1 

1 

1 

lllitWl 14 


to Reseivr oi any %trular Fund or Account) 

“ 

37 50000 

Audeois fees 

3/500 00 


trxome fron Non Bankirx) Assets and Prerfit 
from sale of or dealiriq with sun Assets 



Depreciation on & repairs to Banking 


79 890 0) 


3* 3368! 

9954 79354 

Company s Piooeny 

519967190 

Other leseip s 

39939917 

Statronery Pnnimg Advertisiwj etc 
loss on Sale of oi dranns wuh 

Non Banking Assets 

505 39919 


• 


94 70 38198 

Other Espemtlure 

996S96S 28 




“ 

loss on Revaluation of Invesiment 





31*080863 

Ptovipon foi Statutory Reserve 

SI95T83 4I 




195 63 935 30 

lalancc ol Piofit fur the 19 u 

905 01SH64 


. 


7 76 55 993 74 

TOIAL RUPfcfS 

1190 89 704 )J 

7 76 55 993 /4 

TOlAt RUPfFS 

119089704 33 

Notes Forming Part of the Accounts for the year ended March 31,1991 

Schedule B 



Schedule C 


NOTES TO ACCOUNTS 





t laM of taowMns 


MIcuian Of retmiMracion rcfatkig lo the Bank^ fltntnl MMBV Md CMaf I 

1 The toregoin 9 lirrancial M«tement<» iwtr been prepared in crmforrmiy will- qeneraily 

lanuth. Otaccr In India 


1 accepted accounting principles and coniornr to the practKfs wittin ttw bank 




j mOuStry 



Mrar erxJed 

31st March 

199U 

1%ar ended 

the head office admiriAtrative expenses have not been debited to the profit and tus« 

1991 

account but the bank proposes claim the same for tax purposes 






■ 


!.*79!000 






1 tnuestmcntsarcvatuedMcosi Thetofatmarketvaiueofquotedinvrstmcnhexrerds 

4)60000 AHcwunce 

*956000 

the {Oil 




Boou'i 

- 

4 ScMNl 




Employer s conlnbution to fWhndenr fund or 


1 (ajOuaranieeshdue been^iven by the bank for tax liabitines if any ^ the expatriate 


any other funds 

- 

1 staff (Amount indeterminate) 


58 385 62 Moneioiy value of perquisites 

7139589 

(b) The iTKome tax department has preferred ^apeal* to the higher appellate auttiofities 




asamsi the aprietiate orciers m favour of the bank The continsent Itatxiity on this 

191185 6V lOIAl 

36880589 



_ 






As Per Our Report of Even Date Attached 




for < a aiUlMORIr* 6 CO 

foi THE MHSUi 1AtK> KOBF BANK ITD I 



fharhvrd A/ccounumf, 







Sd/ 




Sd/ 

(5 ywrvhMOTO) 



(7 H MMfGhM) 

Oentrat AMnagrr and 

1 lonibay 97m June 1991 

fanna 

Chid Earcutry. Officer m India 
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THE MITSUI TAIVO KOBE BANK LIMITED 

(INCORPORATED IN lAfAN WITH LIMITED LIABiUTY) 

Schedule A 

Schedule of Particulars of Advances required by the Bankins Resulation Act, 1949 
(Act X of 1949} annexed to and forming part of the Balance Sheet as at 31st March, 1991 


31lt March 1990 
H P 



llslMdu^ 1991 I 31st March 1990 
R pI ftS P 


Debts cxxntdtred good m respect of whN,h 
ttie barrkins company is My secured 
Debts ronsidered good tor which the 
i ompany holds no other security than the 
debtors personal security 

Debts considered 900 d secured by the 
personal iiabrMies of one or more pvties 
m addeion to the personal security of 
the debtors 

Debts roniKfered doubtful or tMd not 
prcMded for 


4R0lJ4b07 32 TOIAl 



5 Debts due by Directors or Ofheers of the 
tsankins compariy or any of them either 
severally or jointly with any other persons 

6 Oebu clue by Companies or firms m wheh 
fhr directors of the baniuns company ere 
mterestcd as diwrtors partners or manasirTS 
asents or m the case of private companies 
at members 

7 Manimum total amount of advarces mcludiris 
temporary advarKes rnade at «v hme durmg 
the year to directors or mana^rs or 
officers of the tiankins company or «Ty 

of ttiem e ther se^aiiy oi jomtJy with 
any other persons 

8 MaRimunr total amouri nf advanres metudn^ 
temporary arSvance^ granted during the 
year »o oinpaim )i firms n whrh the 
direr tors of the bank n^ company are 
interested as dtrci trx partners or m the 
rase of pr ware companies as members 

9 Doe frorr l>anii nq < XTfpamrs 



Auditors* Report 


We hove audited the Balance bheet of the Bombay Brancti of FheMt ui 
Taiyo Kobe Bank Limited as at 31st March 1991 signed by us undei 
reference to this report and the relative Profit and Loss Account of the 
Bombay Branch of the Bank for the year ended on that date with the 
books of account maintained and produced to us at Bombay 
In accordarKC with the provisions of Section !9 of the Banking Regul i 
tion Aa 1949 lead with the provisions of sub sections (1), (2) and (■>> 
of Section 211 and sub section (S) of Section 227 of the Compianies Ai t 
19S6, the Balance Sheet and Profit and loss Account together with tlie 
notes thereon aie not required to be and are not drown up in accordam e 
with Schedule VI to the Companies Act 19S6 The accounts are theiek»e 
drawn up in conformity with Form A and 8 of the Third Schedule to 
the Banking Regulation Act. 1949 

We report that • 

(a) we hove obtained all the information and explanations which to tiie 
best of our knowledge and belief were necessary, for the purpi. jc 
of our audit and found them to be satisfactory. 


(b) the transactions which have come to our notice have been, in our 
opinion within the powers of the Bombay Branch of the Bank, 

(c) m our opinian, proper books of account os required by. law have 
been kept by the Bombay Branch so far as it appears from our ex¬ 
amination of those books 

(d) the abovementioned Balance Sheet and Profit and Loss Account of 
the Bombay Branch of tfie Bank dealt with by this report are in agree 
ment with the books of account 

(r) in our opinion and to the best of our information and according to 
the explanations given to us the accounts together with the notes 
thereon, give the information required by the Companies Act, 1956, 
in the manner so required for Banking Companies and on such basis 
the said Balance Sheet gives a tiue and fair’view of the state of affairs 
of the Bombay Branch of the Bank as at March 31 1991 and the Profit 
and loss Account gives a true and fair view of the Profit of the Bombay 
Branch for the year ended on that date 


Bombay 2Ath June, 1991 


ForSBBILLIMORIA&CO 
Chattered Accountants 

(Sd/) 

(YH AAAUGAM) 
Partner 
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PEKSPECriVES 


Rethinking Political Options 

Mahajan 
barah JoM>|>h 

The issue of forging areas of agreement is a pressing one in our 
fragmented society. But any new ajnsensus would have to consider the 
demands of groups and interests which are being marginalised by the 
process of development. A centrist ideological consensus along the 
Nehruvian lines is not an option available to us any longer. Nor 
can It offer a possible solution to the problems facing the country. 


OIVLN the pmmincnt role eehiUi the 
Congfees Party has played in Indian polities, 
as well as the special chansma attached to 
the Nehru/Gandhi latnily, the death oi a 
Congress leader belonging to that family has 
alsvays raised complex fears and hopes in the 
minds of people in India Tears regarding 
fhe possible break up of the C ongress Party, 
about the possible disintegration of the 
country, the possibility of economic collapse 
and political disordei were voiced when 
Nehru died as much as when Indira Gandhi 
and Rajiv Gandhi died Nehru’s death was 
seen as a cataclysmic event for the country 
by both Indian and foreign commentators' 
Indira Gandhi's death also aroused fears 
about the future of the country and similar 
fears are being expressed today The death 
of major leaders has also, however, raised 
hopes that the shock would force the Con 
gress to put its house in order, rcsiore a more 
democratic style of functioning, rebuild a 
national consensus around progressive 
policies and programmes and guide the 
country out of its problems 
Neifhcr the hopes nor the fears have been 
fully realised in the past but the present crisis 
in the party has ceitaiti special features Tor 
one. It IS unlikely that the family will be able 
to produce another successor in the near 
future, so the Congress Party will have to 
look outside lor a leader and the war of sue 
cession IS already on Further, the decay of 
the Congress Party institutions as also of the 
political system in general, has progressed 
considerably in recent years making the 
possibility oi reform and renewal that much 
more difficult All this has made the future 
appear threateningly uncertain and in such 
a situation the past acquires greater attrac 
tion Hence wc find a number of people 
looking back nostalgically to the Nehru era 
which symbolised, in their view, a more 
democratic style of functioning and consen 
sus around certain values such as socialism, 
secularism and democracy It is significant 
that Narasimha Rao in his first statement 
on taking office as Congress president pro 
mised to adhere to the Nehru line 
Implicit in the attraction lor the Nehru 
model ft the belief that the C ongress, more 


than any other party, is capable of leading 
the country out of tts problms, that it alone 
can once more fashion a centrist, ideological 
consensus around which diverse groups and 
interests can be brought together to work for 
the country The only requirement being that 
It return to its earlier accommodative style 
of functioning Accoiding to this version, the 
Indira Gandhi era destroyed the consensual 
character of the Congress The Congress 
became a party in which power was per¬ 
sonalised and centralised around a leader, 
advised by a select coterie of associates and 
friends The ideological consensus of the 
earlier period was shattered and policies pro 
jeeted in the name of the prime minister 
Rajis (landhi continued this trend' It is 
now hoped that if these developments can 
somehow be reversed the Congress would 
still offer the best hope for the future Such 
hope's have been expressed by sections of the 
intelligentsia and press as also by some Left 
politicians and ex Congressmen and they 
probably reflect the feelings of a wider group 
among the middle classes at least 
Given this kind of nostalgia for the Nehru 
model It needs to be critically examined A 
number of questions can be raised in this 
icgard What kind of ideological consensus 
existed during those years’ To what extent 
was the style of functioning of the C ongress 
Party and the government genuinely 
democratic and consensual’ Did the changc^ 
introduced by Indira Gandhi in the party 
and the government signify the emergence 
of an entirely new kind of politics or were 
the seeds of some of these developments 
sown in the Nehru era itselP And, most im 
ponant of all, is it possible or even desirable 
to try and tc’crcaie a centrist consensus of 
the Nehruvian kind around a restructured 
( ongress Patty today’ 

Wc should remind ourselves that the |x>si 
independence C ongress inherited the prestige 
and legitimacy associated with the national 
movc'^ent Its leaders had also guided the 
struggle against the British and its goals and 
programmes were, to a considerable extent, 
a rearticiilation of the programmes projected 
during the freedom struggle The Congress 
was a symbol of the shared aspirations of 


the people of India and as such, it started 
with a wide consensus of opimon m its 
favour One should not oversiraplify here Of 
course then* was, and always hiul been, op¬ 
position to the Congfcss especially from the 
extreme Right and Left There was also 
always dissident opinion within the Con¬ 
gress Bui for all that it had a certain 
legitimacy Any attempt to build a consen¬ 
sus around the Congress today would have 
to contend with the senous croston of its 
legitimacy and a loss of hope; even cynicism, 
about building a better future under its 
guidance The inability of the system to 
deliver, erosion of the standard of living of 
even the relatively affluent, grosnng 
dispanties of wealth, corruption, all these 
have undermined the attraction of the 
Nehruvian pmh of development, though not 
of the notion of a centrist ideological con¬ 
sensus under the guidance of a mOic 
democratically organised Congress Ruty 

NFHRUVIAN EOlFICfc 

T he pillars of the Nehruvian edifice were 
industnalisation, secularism, soaalism and 
non-alignment He believed that a strong, 
independent and united India required 
extensive industrialisation under the 
guidance of the state. Apail from promotuig 
greater productivity and a faster rate of 
growth, state intervenuon could also ensure 
more equitable distribution Nehru also 
believed that industrialisation would break 
down primordial and regional loyalties and 
provide a new ethos and world view for the 
tradition-bound people of India ' His was 
a truly modernist vision and this set him 
apart from many of his colleagues in the 
party and government 

It needs to be emphasised here that the 
programmes articulated by Nehru were ac 
ceptable in their entirety mainly to the urban 
elites With other sections of the population 
support was more selective Policies like 
secularism or land reform or planning evok 
ed as much opposition as they did support 
In lact, the ideological consensus which in 
retrospect seems to be the single most signiTi 
cant achievement of Nehru’s leadership was 
quite fragile and it was constantly being 
negotiated While Nehru himself was com¬ 
mitted to the entire set of goals, he had con¬ 
tinuously to work within the party and the 
government to explain and defend the goals 
and build up support for them To carry dif¬ 
ferent groups and intcreus with him he often 
had to make compromises and accept dilu¬ 
tion of policies which he held dear to his 
heart hiradoxically enough, the inner parly 
democracy, which is hankered after today, 
contributed to the difficulty of consensus 
formation By manipulating the membership 
rolls different factions could gam control 
over Pradesh Congress Committees and it 
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viti¥ecB>Btionii>Biiiid4omhHHttliadow 
log castes in •iltenee wMi butioewnen had 
captund contreri ow most Piadesh and 
District Congress Committees.* 
RqMesented in the caUnet by Sardar Rstel 


they couM eterdie signifleani influence over 
policies and their implemeatation, as was 
evident in tim case of land reforms and 
changes in the industrial PoHcy Resolutions. 
Consequently, a series of measures were in¬ 
troduce to encourage private investment in 
the early years and qieciflc reassurances 
against nationaiisation were inserted into the 
First Five-\har Plan. Such compromises were 
a continuing feature of Nehru's prime 
nunisteiihip. This was the reverse side of the 
accommodative politics for which the Con¬ 
gress has been praised. It led to a vicious cir¬ 
cle of compromises at the level of policy for¬ 
mation and implementation and resulted in 
the poor performance of government, and 
this in turn undermined the authority of the 
leaders and their power to push through 
future policies. 

One sign of the'growing disenchantment 
was the frequent splintering of the Congress 
Party. The Sociaiis/s on the Left and the 
Hindu Mahasabha Clements on the Right 
left soon after independent and the process 
continued. For instance, in reaction against 
the goal of a socialistic pattern of society 
accepted at the Avadi session of the Con¬ 
gress in I9S9, some es-Congressmen joined 


with business interests lo form the Swatantra 
Party. Thie, the Congress still retained within 
its fold representatives of many ideologies 
and interests and within the limits of 
possibility still tried to accommodate them. 
The boundaries of the party were fluid 
enough to accommodate two-way traffic for 
individuals and groups. This was the famous 
‘Congress system’ extolled by political scien¬ 
tists at the time as a model of consensual 
politics, a recognition at the institutional 
level of the diversity of Indian society. But 
there was a price to be paid for such politics 
and over time it led to an erosion of sup¬ 
port for the Congress which was translated 
into votes during the elections. 

The accommodative style of fuhetioning 
was not the only instrument for achieving 
consensus during the Nehru era. Parliamen¬ 
tary democracy was considered to be another 
acceptable way of negotiating differences. 
Nehru deeply believed in .parliamentary 
democracy and tirelessly tried to instruct and 
guide politicians in the niceties of 
democratic procedures and conventions. In 
sharp contrast lo his successors, he regularly 
attended parliament sessions and par¬ 
ticipated in the proceedings. Although the 
Opposition was insignifleani in size he en¬ 
sured its tights of rapression and, in the early 
years at least, even associated non-Congress 
members with governance Within the party. 
State chief ministers were, on the whole, 
chosen on the basis of the support they 
coiild command at the State level and they 
were given considerable freedom of 


ilHBioeuvre. 

the State level and then ihgied otR, and ac¬ 
counts kept of receiptt and expenditures. 
Candidates for elections were chosen at the 
State and district levels. All this is fairly wdl 
known. What is not equally emphasised is 
that while upholding democratic norms and 
consthutionai properties he sometimes 
reserved to himself the right to set them 
aside. A case in point was his handling of 
instances of corruption in high places. 
Upendra Baxi has referred to his reluctance 
to invoke existing anti-corruption laws or to 
establish any generalised instruments for vin¬ 
dicating guilt.’ Except in the Mundhra LIC 
case and the Kairon case he never welcom¬ 
ed formal commissions of inquiry, and 
in the Serajuddin case he declared that 
S R Das, a sitting judge of the Supreme 
Court, would conduct a ‘private and unob¬ 
trusive’ enquiry that would neither be 
published nor tabled in parliament. The 
recommendations of the judge would only 
be there to guide him. This was just one of 
the many cases in which he bypassed legal 
procedures and combined in his person the 
functions of executive and arbitrator. Acting 
as a moral guide and conscience keeper he 
became ihe custodian of public morality and 
rose above criticism and censure. This added 
to his charisma and insofar as charismatic 
authority is grounded in the power of per¬ 
sonality rather than rules it undermined 
rational-legal authority. 

The contradiction between charismatic 
authority and belief in constitutional pro¬ 
cedures was always present in Nehru's 
leadership style. It became more pronounc¬ 
ed towards the end. If it did not cause much 
consternation, it was primarily because peo¬ 
ple never doubted his personal integrity. 
While there were charges of corruption and 
nepotism against senior colleagues they did 
not rub off on lo him. This same reSpect 
however has not been conceded to his 
successors. 

Thus, concentration of power in the 
office of prime minister and reliance on 
charismatic appeal were processes that began 
in the Nehru era itself. After his death many 
references were made to his dictatorial ways 
even by members of his own party. A car¬ 
toon in Swarjya in 1964 captured this feel¬ 
ing. It showed democracy as a woman blind¬ 
ed by the glare of Nehru’s personality but 
recovering after Shastri came to power. 
There is no doubt however that the scale and 
manner in which legality was undermined 
and institutions bypassed during Indira 
Gandhi’s term in offle; was quite un¬ 
precedented. In the government power was 
concentrated in the prime minister’s office. 
In the party, finances were centralised as was 
the choice of candidates for elections. In the 
post-Sanjay era, State chief ministers were 
hand-picked at the Centre often from those 
without any local base, and replaced ar¬ 
bitrarily. Ad hoc committees replaced State 
and District Congie.ss Committees and fac¬ 
tionalism was encouiaged as a means of pro- 


motiiig the pourer of the leader. Through 
skilled advertising techniques the pkhiscitary 
character of elections was underfilled and 
constitutional proprieties and procedures 
were cynically flouted, a process which 
culminated in the Emergency. 

Although the contrasts with die Nehru era 
are evident we should be careful about draw¬ 
ing the linestoo sharply. As we have argued, 
the tendency towards personalisation of 
authority and authoritarianism was already 
present, particularly towards the later years 
of Nehru’s life Ind^, to some extent, these 
were the iirevitable response of a party which 
was trying to achieve radical socid gokis 
through accommodative modes of function¬ 
ing. The choices pointed towards either a 
more radical revolutionary style of mobilisa¬ 
tion of which the Congress vos not capable of 
further centralisation of power and builtfing 
up of support through populist measures. 
Iiidira Gandhi saw the logic of the situation 
and acted with considerable hnesse to build 
up her power base. Rajiv Gandhi with his 
computers, merely provided a modern, 
technological footnote to the process. 

The malaise of the Congress, as of the 
country, cannot be reduced to a matter of 
leadership styles. Therefore we cannot hope 
that another individual, however talented or 
high principled, could cure it in the absence 
of wider social changes. Nor can we expect 
dramatic results from what has been termed 
inner party democracy. There is no doubt of 
course that the Congress needs to revitalise 
itself and become more democratic in its 
functioning. But this is also a need of all 
parties. Moreover, it is doubtful whether par¬ 
ties alonc'can become truly democratic 
within-the present political set-up. 

While considering political pptions we 
must aho recognise that there were inbuilt 
contradictions in the Nehruvian model of 
development. For one, it combined the 
notion of democratic participation in the 
process of development with the belief that 
major initiatives for economic and social 
change should conic from above, from the 
state. The latter increased the power of the 
state and resulted in the emergence of an 
unwieldy bureaucracy. The dilemmas of a 
top-down approach to socialism were 
recognised by leaders like Kamaraj who had 
argued that if Ihe Congress wanted to 
achieve socialism it should have as its base 
the deprived and they should al.so occupy 
organisational posiiion.s. Despite these sug¬ 
gestions Ihe State-centred approach was 
never really challenged. 

The Nehru model also relied on extensive 
industrialisation both to generate faster 
economic growth as well as to help trans¬ 
form society. The experience of the last few 
decades has drawn attention to the high 
ecological and social costs of uncontrolled 
industrialisation. It has also shown us that 
far from eliminating caste and regional 
loyalties, development is likely to reinforce 
them. These consequences of modernisation 
make this vision less attractive today. 
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It Ku of late been aiyued that ecoiMnnk 
libmiisation could provide an aiiemative 
path towards economic growth without in* 
Teasing the power Of the state. The market 
rould also possibly provide a new basis for 
Integrating people This view has many 
idvocates among the urban middle classes 
ivhose appetite for a high standard of living 
ims been stimulated by the policies of the 
l«t decade Ibday, givtm our economic 
vulnerability liberalisation may be imposed 
HI us. The compulsion of achieving a faster 
*16 of growth through higher productivity 
ind efficiency would necessitate restructur- 
ng of organisations and institutions, 
larticularly in the public sector. However, 
iberalisation is unlikely to provide a com¬ 
pete answer to the dilemtfias of growth and 
sarticipation. It would not only further 
natginalise vulnerable groups but would 
ilso retain the notion of development under 
he guidance of an elite, albeit a tech- 
lological one Moreover, since the approach 
o issues would be essentially a managerial 
me, it would not he able to address the pro* 
>lem of popular demands. 

The issue of forging areas of agreement 
s a pressing one in pur fragmented society, 
lut any new consensus would have to con- 
iider the demands of groups and interests 
vhich ate being marginalised by tlw process 
tf development. Having been inducted into 
he political process their demands would 
lave to be recognised. This would call into 
luestion the accommodative style of func* 
ioning which was able to weave a consen- 
us in the past. Although the notion of a 
entrist ideological consensus along the 
•lehruvian lines carries considerable appeal 
!ven toda:^ it is not an option available to 
IS any longer. Nor can it offer a possible 
olution to the problems facing the country. 


Notes 

I Soon after Nehru's death, Inder Malhoira 
writing in The Stamman (26-I-I964) said; "A 
large number of people, many of them Con¬ 
gressmen, frankly feared that the Congress 
would break into parts, if noi pieces.” 

I Although at the AICC session in Bombay irr 
I98S, Raiiv Gandhi promised to rebuild the 
Congress from the grassroots and rid it of 
power brokers, he was unable to perform the 
task, initially he lacked the experience and 
skill to do it. subsequently even the political 
win. 

I Wlritii^ in India, Ibday and Jbmormw (Azad 
Memorial Lectures, Calcutta, I960) Nehru 
said; ”1 want the narrow conflicts of today 
in the name of religion or caste, language or 
province to cease, and a clauless and casteless 
society to be built up where every individual 
has full opportunity to grow according to his 
worth and ability”. 

I Francine Frankel, India's Political Economy, 
(Delhi, OUP, 1985), pp 73-74. 

I Upendra Baxi, ‘The Recovery of Ftre; Nehru 
arid the Legitimation of Power in India’, 
Economic and PoUtkal W^kly, Vbl XXV, 
No 2, 1990, pp 107-12. 
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TAMItNAub PETROPRODUerS LlMltED 

Na 6. Nwi^mbakkam High Road., Madimt 6(K) 0.44. 

NOTICE 

It IS hereby notified for the informatmn of the public that "lAAailNAOU PETROPRODUCTS 
LIMITED proposes to rnake an .application to the Central Government in the Department 
of Company Affairs, Nevv Delhi, under sub-section (2) of Section 22 of the Monopolies 
and Restrictive Trade Practices Act, 1969, for approval to the establishment of a new unit. 
Brief particulars of the proposal are as under 

1 Name and Address of the applicant 
TAAWLNADU PETROPRODUCTS LIMITED, 

6, Nungambakkam High Road, 

Madras • 600 034. 

2 Capital structure of the applicant organisation 

Authorised Capita). 10,00,00,000 Equity Shares of Rs 10/- each 
Issued, Subscribed and Paid-up Capital • Rs. 48,75,00,000/- 
3. Management struaure of the applicant Organisation indicating the names of Owee- 
tors including the Managing/Wholc-time Directors and Manager, if any. 

The Afenaging Director is incharge of the day-to-day management of the Com¬ 
pany under the superintendence, control and. guidance of the Board of Directors. 
Board of Directors 

Thiru R. Poornalin^m LA S -Chairman 

Thifu AC. Muthiah-Vice Chairman 

Thiru K Thiruppathi-Managing Director 

Thiru T K. Kameshwaran—Finance Director 

Thiru A..C Chakrabortti 

Thiru J.B. Dadachanji 

Thiru M. Sriram 

Thiru A.M Raman lA.S 

Thiru K. Gnanadesikan IA S 

Thiru M R.B. Punja 

Thiru KV Ramanathan 

Thiru V.D Shah 

Thiru PR. Sundaravadivelu 

4 Indicate whether the proposals relate to the establishment of a new undertaking 
or a new unit/division 

New Unit. 

5 location of the new undertaking 
Uthamasolapuram, Nanntlam, Thanjavur District, Tamilnadu 

6- Capital structure of the proposed undertaking 
Not Applicable 

7. In case the proposals relate to the production, stora^, supply, distribution, 
marketing or control of any goods/articles, indicate 
Production 

I. Name of goods/articles CAUSTIC SODA 

II. Proposed licensed capacity lOO Tonnes per day 

111 Estimated annuil Turnover Rs 4431 38 lakhs (including Byproducts) 

8 In case the proposals relate to the provisions of any service, state the volume 
of activity in terms of usual measures such as value, income, turnover, etc 
Not Applicable. 

9 Cost of the Project Rs. 94 Crores 

10 Schemes of finance, indicating the amounts to be raised from each source 

(Rs in Crores) 

a) Rupee Term loans from financial Institutions . 69 

b) Internal Generation : 25 

94 

Any person interested in the matter may make a representation in quadrupicate to the 
Secretary, Department of Company Affairs, Govemnvnt of India, Shaslri Bhavan, New Delhi, 
within 14 days from the date of publication of this notice intimating his views on the pro¬ 
posal and indicating the nature of his interest therein. 

for TAMILNADU PETROPRODUCTS LIMITED 
Madras • 6(X) 034 M B. GANESH 

Dated 24th June 1991 SECREXAR)' 
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Agrarian Structure and Population in India 

A Selective Survey 


A INuumalimaBi 

Investiganon of aggngate dfmogmpluc change in a popukaion teqmm study of different demographic repmes 
contained in the whole. Danographic forces should also be viewed in the context of overall social development 
in concrete historical forms. Thus India’s post-Independence demography, to be properly understood, must be 
studied in terms of the doss stnudure and dess relations not only of post-Independence India but also of the 
pre-Jfftdependence period under native and foreign econonUc and politiad powers. 

This paper attempts to interpret India's demogmpluc repine in geiund and that of the agrarian population 
in particular in a historical perspective. The agrarian strudure tmd population are exammed on the premise qf the 
salience of the social rdations e^produetkm. The focus is on the hidoncal enmgence of the agrarian class in' 
India and the accompanying processes of population change. 


I 

Introdnctimi 

SINCE Independence^ India has achieved a 
remarkable growth in the national product— 
faster than population—and self-sufficient 
in agriculture In the health and education 
sphere life expectancy has nsen from 32 to 
37 years, the literacy level has unproved and 
the higher education sector has expanded. 
India’s advance in saence and technology; 
commitment to mtegration despite diver- 
stues, and far-reaching changes m the 
legality of the caste sysrem are worth 
acknowledging (Soi, 1982 41-42]. 

Despite these aduevennents. however, one- 
tbird of I ndia’^ population is still in pover¬ 
ty Three-fifths of the Indians ate illiterate. 
About one out of every ten babies dies before 
reaching age one and income per capita is 
among the lowest in the world. High 
regional disparities persist As Sen observ¬ 
ed, India’s achievements were amidst the ‘Vx- 
treme injustices helped upon dreadful m- 
equities” [Sen, 1982 41] 

The picture that emerged after three 
decades of so called planned development 
was that “mass povoty has increased; 
unemployment has cross^ the mark of 20 
million person years The army of agn- 
cultural labourers has grown at a 
phenomenal rate, and rural indebtedness l||ps 
gone up The capitalist path of devdopmenl 
IS not capable of effecting a radical solution 
to these basic problems” [Sau, 1981 3] Add¬ 
ed to this gnm picture on the economic front 
IS the continuous expansion of population 
at the rate of around 2 per cent per annum 
1 he inability to solve some of these basic 
problems of survival has led one school of 
thought to put the blame mainly on the 
growing population it is argued that the 
rapid growth of populations breeds poverty' 
Eradication ot poverty, it is claimed, 
therefore, rests on bringing population 
growth under contiol It is olten implied that 
since It IS mainly the poor who contribute 
to the growth ot ‘overpopulation’ they 
themselves arc responsible for their misery 
flic counicr argument is that the 
demographic behaviour ol the poor is in 


response to; and att effort to avoid, pover¬ 
ty; and that overpopulatiott, with which 
poverty IS asiOGUted, a a rendt of the mter- 
action of a particular set of institutional ar- 
rangementt specific to the social milieu 
which favours high fertihty [Caldwell, 1982], 
It IS a‘iociariither than a demographic pro¬ 
blem” [Brcman, 1989* 43]. Uoyd, an Oxford 
don, atpressed this view as early as in 1831 
the simple fact of a country being over 
populous, by which I mean its population 
preasmg too closely apmst the means of sub¬ 
sistence; IS not, of Itself, sufficient evidence 
that the fault lies m the people themselves, 
or a proof of the absenre of a prudential 
diqiosltiu'i The fauk may rest, not with 
them as individuals, but with the constitu¬ 
tion of the society, of which they form part 
[Uoyd, 1968 [1837] 22-23] 

It IS the pressure on the means of employ¬ 
ment and not on the means of subsistence 
that creates and sustauis poverty From a 
study of agncultuial labourers and pooi 
peasanu m Bengal, Chandra confirms 
that “ It IS not so much the numbers 
within a family but rather the work oppor- 
tumties available to its iMe-bodied members 
. and the E/P (number of eamers/fanuly sue] 
ratio which are the more important deter¬ 
minants of poverty Both these factors 
depend to a considerable extent upon the 
wider macroeconomic, environment ” 
[Chandra, 1983 233-34] It, therefore, is 
determined by the intenud social relations 
of production and the unequal exploitative 
relations with the outside world 
The internal differentiation in a society, 
however, did not arise by accident it is the 
outcome of the contradictions between dif 
ferent soaal, economic and political forces 
over the course of time. Thus if one wants 
to interpret the social reality of present-day 
India It IS necessary to analyse its historical 
transformation Thinsformation takes place 
when internally contradictory factors inter 
act among thmselves or interact in cum 
bination with external forces, in a given 
social and political environment Thus 
‘transformation* acquires an empirical con 
lent when the different forces involved in 
that process are studied in a particular 
historical context, and it becomes abstract 


when the forces are extracted from that 
context 

Investigation of aggregate demographic 
change in a population, therefore; requires 
Jh^udy ol different demographic regimes 
contained in the wholei Demographic forces 
should also be viewed in the context of 
overall social devdopment in concrete 
historical forms Thus India’s post- 
Independence demography, to be properly 
understood, must be studiH in terms of the 
class structure and class relations not only 
of post-Independence India but also of the 
I»e-lndependence period under native and 
foreign economic and political powers 

In what follows, I attempt to interpret 
India’s demographic regime in general and 
that of the agianan populauon, in par¬ 
ticular, m historical perspective. The agranan 
structure and population of India are 
examined on the premise of the salience of 
the social relations of production ^ I focus 
on the historical emergence of the agranan 
class in India and the accompanying pro¬ 
cesses of population change 

II 

Evolution of Aiptirian ^ructurr’ 

The histoncal process of the increasing in 
teraction of human beings with nature gives 
nse, at one stage, to a community of dif¬ 
ferentiated individuals Observation of tran¬ 
sitions between different histoncal epochs 
in human hfe suggests that the power of a 
heterogeneous mass of people in an agranan 
society IS largely determined by unequal con 
trol over the visible and invisible means of 
production and reproduction of the soaety 
[Godelier, 1977 and 1978, Engels, 1977 3-6] 

The following pages present a sketch of 
India’s historical course of agranan develop 
mem For simplicity the conventional 
pe'iodisaitt’'' is adopted the period before 
the amval of Bntish colonists in India, the 
period of official colonial rule, and post 
colonial India 

Pki Coluniai Period 

Lthnographic materials and inscriptions 
available show that population concenira 
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ittoi Motnd sroaod the wImm ndfi- 
ient and nutained water nipply was 
ivaHable. In the dnenoe of adequate tanks 
jid canals, ndnfsll was the major souioe: 
he evidence shows a high condition bet* 
nen nnal population concentration and 
mount and frequency of rainfall. 

A cuisoty look into the Mlenltuie on social 
ganhation in South India gives the Imptes- 
ion that die appeaiance and suivivai of 
ertain social insdtudons were fhcilitated by 
he prevailing conditions and reUthms of 
soducdon and mploitaiion. Stcin^ (1912; 
3-32] analysis of South Indian hial^ in 
he medlnew d eta showed that the numerical 
trength of a powerful peasantry; Hindu 
Bstitutions ami concentrated Brahman 
ettlement living on the extracted surplus 
gricohural production were found in areas 
rhere irriMtcd rice cultivation was 
nevalent In iIkk areas there was a hierar- 
hical social system in which the Brahmans 
iccupied the top position and the un- 
Duchable agrestic labourers tlw bottom, 
daintauiing control over land and labour 
nd the imgation system was the prime task 
f the commanduig groups. Population den- 
ity in these areas also appeared to be 
elatively high compared to the semi-arid 
ones where cultivation depended on rain- 
ill and well-water, and higher still than in 
he and zones where the degree of urxxitain- 
r was greater. In consequence the command 
sercised by the powerful groups was 
loderate in the semi-arid areas and very 
mited in the dry zones. 

Under the above agrarian structure the cx- 
Hision of imgatimi facilities increased the 
uid under cultivation of the dominant 
roups. The consequent increased demuid 
or labour resulted in the creation of another 
sploitative institution, slavery In thirteenth 
entury South Arcot, as Vidyasagar notes, 

. .with assured irrigation, they (the domi- 
ant peasants) were given the legal right to 
ossesS slaves” (Vidyasagar, 1985:128]. The 
laves were not attadwd to a particular land- 
olding or family. They were commodities 
or the dominant community as a wlKd& 
liis situation with some alteiatitms seems 
> have continued well mto the twentieth 
entury. 

The pie-Mughal rulers were no less ex- 
loitative in cxtiacting the agricultural 
iirplas than the Mughals themselves (Digby 
982: 59]. In Mughal India land was 
vailable in abundance. The peasanu’ right 
ver land was hereditaiy but if a peasant was 
nable to cultivate the land it could be taken 
rom him and given to another person who 
ws willing to cultivate. This also made it 
otsible for the peasants to migrate out and 
ittle on virgin lands (Habih> 1963: 116]. 
Villages in Mughal India can be diviM 
ito two catgories according to the nature 
f their iuid institutions:‘raiyari* or peasant- 
eld and zamindari. A zamindari area com- 
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yiw e w w vnm a c wagarsma'nwgBiBww- 
UMt 10 the smaller hoMIggl of bdytti* pea* 
MM cakivaioa. Tht tano ayMtans warn 
nwiai^ adusive: when one existed, the 
other did net The zgnindar ooDected Ms 
revenue share ei^ hy hnpoeiag a separaie 
tax on the peasanu or taMag part of what 
was coOecled for the noblet. In‘laiyad* areas 
the land revenue was collected by the village 
headman who was paid a certain percentage 
of the revenue as commission m given 
revenue-Aee land for cultivatioH. 

The efUectively unlimited availability of 
land for cultivation in rriatkm to the popula¬ 
tion meant that everybody who could 
cultivate had acceu to land. This did not, 
however, preclude the existence of landlen 
labouren during that period. These 
la bo ui e n may have been drawn from the low 
castes whose occupation was other than 
agrkultuial, to meet labour demands over 
and above the family labour of larger 
holdingt at pc^ seasons (Habib; 1963:121]. 
TMs diflerauial caparity of the peasanu to 
eqrloit varying amounts of land would, over 
a long run, produce a differentiated peasan¬ 
try and thmfore a heterogeiwous villain 
community. Using the data from records of 
poll tax assessment according to the personal 
poss^ons of villagers, Habib (1963:119-20] 
classified a village population into various 
social classes. Measured by the value of their 
possessions, the zamindars, moneylenders 
and giain-meichanu constituted Qau I, 
foUowed by rich peasanu in Class II and the 
large mniority of the peasants in Class ill 
The small peasants whose cultivation was 
constrained by availability of credit were 
considered as *indigent’. And, finally, the 
lower caste people who worked in the fields 
of oultivators and zamindars formed the 
agriculture labourer class. 

The population of any village community 
of course had a high proportion of peasints. 
Although peasants may have belong to 
various diHerent castes, in fact each villain 
seemed to have peasanu from only a single 
caste, or sub-castes of the same caste: Thus 
a Mughal village's self-sufficiency was realis¬ 
ed through hereditary disjsion-of labour and 
caste-cohesion among peasanu (Habib, 
1963: 122-3].^ 

Agricuhuial production in Mughal India 
comprised both food and non-food crops. 
The implements used in cultivation seem ro 
have b^ comparable to those of Europe 
at that time Implements used varied from 
the low capital-intensive kind like the 
wooden plough with a small iron tooth and 
seed-drill, to the kind with high capital in¬ 
tensity like the Persian wheel used to draw 
water from wells with the help of draught 
ammals. Of course poorer peasanu could 
not afford the expensive devices in cultiva¬ 
tion. lb ennch the soil and preserve its 
fortility, fish (along coastal areas) was used 
as fertiliser and crops were rotated. 

MobOity of peasants on a mass scale to 
settle On virgin lands was another important 
feature of the peasantry in the Mughals’ 
time One of the Mughal kings remarked 
that “in Huidustan hamlets and villages— 
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evni Kiwia—are ocpopuimeu anu set up in 
a moment!” ^ted in HaUtv 1982b: 218]. 

Reviewing the available material on yiel^ 
of difliHem crops, Habib (l9Ktb; 219-25] has 
shown that yield per acre of foodgrains 
renunned almost unchanged between c 1595 
and G 1870, that of sugarcane rose and 
indigo remained the same However, owing 
to the greater availability of fertile land 
during the sixteenth century, the yield per 
head may also have been higher than in the 
eighteenth and nineteenth centuries The 
richer peasants, with their capaaty to choose 
among different means of cultivation, could 
engge in cash or market crop cultivation 
whreh entailed a higher return than food 
grains 

The (fojective pursued by the Mughal 
rulers, of extracting as much surplus as 
possible from the labouring masses, led to 
a continuous change in the modalities oi 
hmd revenue assessment and collection. 
Beginning with the system of apportioning 
the harvest between the direct pi^ucer and 
the state or its intermediaries, the system 
underwent many alterations Every suc¬ 
cessive revision of the existing land revenue 
system brought more burden to the peasants 
The final form of the revenue system, after 
passing through increasingly regressivt- 
modifications, was completely unrelated to 
the actual harvest: the peasants were inform¬ 
ed in advance of the amount of tax to be 
paid at the time of harvesting, compuied 
from a combination ot area sown and 
standard tax rate per unit area based on the 
fertility of the soil, the crop and past 
cxpenencc. 

The priviiged section of the community 
consisted of the intermediaries, zamindars 
and headmen This group were alloted large 
landholdings for cultivation tax-free or with 
nominal tax, putting more pressure on the 
small peasants to meet the fiscal necessities 
of the ruling class This discrimination 
“must have tended to mtensify the 
already existing differentiation among the 
lural population. The collection in cash 
would still further increase such diflercntia- 
tion” (Habib, 1982a 240). 

The agrarian picture in the contemporary 
Deccan and south India was not much dif 
feient from that in Mughal India The 
Marathas in the Deccan were at the zenith 
of their power, controlling a vast territory, 
during the first half of the eighteenth cen 
tury Further south the economy was m a 
state of disorder and instability due to 
infighting among the diflcrcnt local ruling 
entities and invasion from outside This 
devastating warfare combined with dis¬ 
astrous famine m the 1660s resulted in a 
large exodus of people to Jaffna in Ceylon 
The incidence ol frequent war, iamme and 
epidemic diseases m the late eighteenth and 
early nineteenth century in the lamil state 
resulted not onlv in economic stagnation but 
also m demgraphic contraction (Ixirdmois, 
1989] The general granan crisis thus paved 
the way for eventual establishment of 
colonial rule in south India It is deduced 
from this that “the positive population 
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gnw.'h that «c observe in the middle of tiie 
nineteenth century partly reflects demo¬ 
graphic .«covery from the open aisis of the 
second tl^f of the eighteenth oentWy” 
(Lardinote, 1989: 33). The land revenue 
system, in'; the Deccan at least, followed a 
Iw severe pattern than in the Mughal region. 
In the south tax was collected with much 
consideration paid to the type of irrigation, 
sod and crops. 

The cultivation methods (labour-intenave) 
and agricultural production in south India, 
as elsewhere, were shaped by the available 
natural resources. Peak seasonal labour 
demands for such crop as rice, forced evmi 
the marginal peasants to look for exchange 
labour or employ labourers from the 
depressed castes who were socially and 
economically divorced from the means of 
production. In such circumstances it is not 
surprising that, according to Kumar’s [1965: 
181] estimates, agricultural labourers con¬ 
stituted about 10 to IS per cent of the total 
population and 17 to 25 per cent of the 
agricultural population in south India at the 
beginning of the nineteenth century. 

Indian society until the dawn of the nine¬ 
teenth century can be summarised as 
follows. The interaction of various social, 
economic and political forces resulted in a 
differentiated population. The diiect pro¬ 
ducers, labourers, had not only to maintain 
themselves but to support the ruling nobles 
and the intermediaries who collaborated in 
exploiting the peasants. Concessions made 
to certain peasant elements in collecting tax 
revenue stratified the peasantry itself; thus 
the exploitative productive relations between 
the direct producers and the dominant class 
progressively widened the gap between the 
exploiters and the exploited. 

Despite the fact that the living standards 
of India’s population in the sixteenth and 
seventeenth centuries were comparable to (or 
even higher than) contemporary European 
standards, the impact of Mughal rule in 
India on agricultural development seems to 
have been insignificant. The general picture 
of the Indian economy during the Muslim 
period and the inherent tendencies of the 
rulers in exploiting the appropriated 
agricultural surplus that hampei^ economic 
growth, have been summaris^ by Lai [1988: 
95-96] as follows: 

continuing agricultural stagnation was not 
altered by any attempt to reinvest the con¬ 
siderable rural surplus extracted by the 
changing rulers and their functionaries, in 
productive public works such as widespread 
irrigation whicli, by reducing the unceriain- 
ty ot water supply, would have enabled a shift 
to more valuable, higher-yielding, but more 
risky cropping patterns. The surplus was not 
used lor productive investment in industry 
either, although its expenditure on various 
luxury goods did lead to the promotion of 
a wide range of handicrafts and the develop¬ 
ment of rudimentary ‘putting out' system 
The general insecurity of any agglomeration 
of wealth which could be confiscated at the 
king's plmsure provided strong disincentives 
for capital accumulation, whilst the conti¬ 
nuing disjunction between the cconoma*and 


poHtkaf powv of dw'ioi^ili 'mmiMgile 
■ commimitim meau that Jm grawlh of a 
vigwptH mefcambwcapiuliiim, ndiicb rniidM 
have attend the pammeten ^ ihe Hindu 
equmbrium. ifid notaeoK UaiaM thoefoic 
continued to earn n itaiidard of living by 
means which had nmained ralatively 
unaltered 6 k nearly 3000 yaars. 

COtXmiAL PEKIOO 

There is broad agraement among scholats 
of Indian economic history tbit the effect 
of two centuries of cokmial rule was to 
disintegrate and disorganise the pre-British 
social friKic^ The Iwl^ vfflage before the 
effective operation of thecolooists was self- 
sufficient, self-contained arid self- 
perpetuatiiig, though to some extent dif¬ 
ferentiated. The means by which these con¬ 
ditions were altered were the land revenue 
systems and the economic doctrine of 
laissez-fiim and free trade followed by the 
British. 

With the aim of extracting the greatest 
possiUe agricultural surplus, the East India 
Company, after securing revenue-collecting 
rights, tried .to appropriate the fruits of 
labour without much alteration in the' 
prevailing scheme of revenue collection 
under the native rulers. Realising that the 
’ryots' were much exploited by the revenue 
officers (zamindars) under the native rulers, 
the Company intenM to ccdlect more from 
the revenue officers supposedly without af¬ 
fecting the poor ‘ryots’. The means was to 
be permanent settlement: the vesting of 
secure landholding rights in the hands of 
some individual; and, as a result, zamindars 
, being the hereditary revenue officers, were 
made ‘landlords’ of India. Wright [1955], 
one of the critics of the i^:tmanent Settle¬ 
ment system, objected not because the 
system was exploitative but because ii 
deprived the Cbmpany of the additional 
land revenue which would accrue when 
cultivation was extended. He admitted that 
the aim was to tollect the greatest amount”. 
This was possible only by reducing the 
hereditary revenue collecting officers’ share 
of the revenue derived from the labour of 
the 'ryots’ [Wright, 195^: 205). 

Apart from the logic underlying the 
scheme there seems to have been a belief 
among the proponents of the.revenue system 
that “a sound administration must have the 
security of landownership as its basis, and 
nothing but a Permanent Settlement could 
ensure this” [Cuba, 1963: 17]; a view that 
appears to have predominate in the for¬ 
mulation of the Permanent Settlement. 

Different attempts by the Company to 
reduce the oppressiveness of the zamindars 
or to get rid of them proved futile and un¬ 
successful. Since collecting more revenue was 
its main purpose the Company came to 
realise that zamindars wwe indispensable.’ 
Linder the Permanent Settlement scheme, 
the zamindars were, again, reinstated as 
owners of the soil either in perpetuity or for 
life The underlying objects of the settlement 
were “to confer on the landholder the 
possession of the district which he occupies, 
on a fixed and moderate rent; to deprive him 


ofthepoMirofintaiCgringndiiitheaiteHi* 
lion of dte to the fitaH.tlMy piw to Ihc 

(tttC; under the pietoxf of nakliw an addi¬ 
tion to the revenue'’ [Wi^t, I9SS; 214], 
Wright added that . .[the settleoteiit] hu 
been a concenion flam the British govern¬ 
ment to the zamindars and to the 'ryots’, 
which they never had been able to obtain 
under the mildest admiidstration of their 
native princes” [tk^^t. 1955: 214].* The 
pioneer in the creation of the settlement. 
Lord Cornwallis, recorded bis objective 
plaiiily, in the following words; "It is im¬ 
material to government what individual 
possess the land, provided he cultivates it, 
protects the ’ryots’, and pays the public 
revemiC’ [Wright, 1955: 212]. 

The so-devised instrument of appropria¬ 
tion was first introduced in 1793 in Bengal 
and Bihar and gradually spread to other 
parts of India.^ The Permanent Settlement 
system seems to have had the expected 
benefits for the British in the north, but. 
however meticulously modified to suit the 
southern Indian peninsula, it did not bring 
returns to the satisfaction of the colonial 
government in south India. Consequently 
the system was abandoned in (he south and 
a new system called ‘raiyaiwari’ was sub¬ 
sequently developed and introduced. The 
‘raiyatwari’ system was formulated and 
shaped by Thomas Munro in Madras and 
by Eiphinstone in Bombay. 

Linder the ’raiyatwari’ system each field 
was to be registered and the revenue was col¬ 
lected directly from the ‘raiyat’ (cultivator). 
Unable to meet the heavy revenue demands, 
the zamindari estates, covering about one- 
third of the whole area around 1830 in the 
Madras Presidency, declined over lime apd 
were converted into ‘raiyatwari’ lands 
(Kumar, I96S: lO-Ilj. Land could be bought 
and sold by any individual. 

Although both zamindari and ‘raiyatwari* 
systems did consider land as a private- 
property institution, they differed on the 
issue of in whose hands the land should be 
given for cultivation. Also in ‘raiyatwari’ 
areas the administrative apparatus had to 
involve itself continually in assessing and 
collecting land revenue. Despite the .same 
‘raiyatwari’ revenue system being followed 
in both Bombay and Madias provinces, there 
were a few differences between them. “The 
major difference between the ’raiyatwari’ 
systems established in Madras and Bombay 
was that, whereas in Madras the revenue was 
based on a fraction, usually one-half, of the 
net produce of the farm, in Bombay the 
assessment was based on the relative 
notional yield of the soil, without any con¬ 
sideration of the actual yield” [Bhatta- 
charya, 1979: 33 cited in Lai, 1988: 108]. 

The increase in revenue demand was 
always ahead of the increase in area under 
cpliivation. In Muzaffarpur villages of 
Bengal, for instance, between 1840 and 1888, 
rents rose, as a result of rise in revenue de¬ 
mand. by 137 per cent while cultivation in¬ 
creased by only 12 per cent [Chaudhuri. 
1983: 138j; and in some districts of Assam, 
in the first half of the nineteenth century. 
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ittomtlli MMMrfai Mlieaf 
ttgnBt ciiMwito dw to depqMatiott 
wncd by BunscM tHPewiaa ciddeBuc 
UMue {Ibid: 121*2]. This Mcdns ddcftte 
MBiBed VO nmke an inquiiy into the pRM»t 
XMiditiont of ‘ryott’ in the eariy l88Qs 
ibterved about the levenue aseesiment; 
Theaneitment was very high. Nominally it 
«iae aid to be one-thiid itf the gram pRXIucc^ 
but u a matter of fact it varied in many in* 
itanoet from 40 to SO per cent of the grou 
produce... Every 30 yeart the aiieuroent 
nmt revised. Of course revision meant 
enhancement. There was enhancement every 
time that revision took place [The Hindy, 
Deocndwr 26. IggS, cited in Murdoch. 1886: 
Ml. 

\nother factor that fuilitated the changes 
n agrarian relations was the active partkipa- 
iott of moneylenders in the process of pro* 
tuction. In jute growing areas of Bengal, foi 
nstancc^ the impoverished peasants dis- 
nisted and resented the otploitative jute 
raders and moneylenders. The jute slump 
n the early 1920s M an observer to describe 
he abysmal conditions of the peasantry m 
he following way: 

The prinapal reason why the peasants of 
Bengal ate today facing complete ruin is the 
terrible oppressian of the usurious ‘mahajan' 
ofBengal. Ontheonehand,theusunous 
‘mahaian’. and on the other, the mighty 
landioids—the combined pressure of these 
two powerful classes hai« broken the back 
of the innocent and simple peasantry of 
Bengal. [Shah Abdul Hamid cited in 
Chatterjee. 1982: 2f-26) 

Rural indebtedness seemed to have been 
XHnmon in areas where single crops pievail- 
id and cultivation of cash crops was en- 
»uraged. The credit relations ruined the 
niltivators in two ways* by causing them to 
ninender a large part of the product to the 
rreditors and, in the end, to surrender the 
land through default. This change in con- 
toI over land through credit created new 
xonomic groups of sharecroppers and 
lenants-at-will. The number of agnculturai 
labourers burgeoned. The chances of land 
liienation were greater when the creditor was 
I landlord-cultivator, which was generally 
the case at the close of the nineteenth 
xntury. A settlement officer reported in 
I9QS: “there is hardlyis single moneylender 
in the district who is not a landlord, and 
many of the landlords, even of agricultural 
castes, combine the business of money and 
grain dealer with that of a cultivator” [cited 
in Strokes, 1983:79). 

Fjmmination of cUffnent revenue systems 
took the government well into the 1820s 
when h successfully introduced the systems 
in their findl form. There were many bad 
harvests during the 1830s. These dewlop- 
ments together with the still underdevelop^ 
transpoit and communication infrastruciuic 
meant that for the first half of the nineteenth 
century there was not much improvement in 
igricuttural production. Most of India 
began to ipoover in the 1840s. The relative 
prosperity in some regions during the third 
sod fourth quarters of the centurv brought 
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new raiatiOM o^ j p ud u n t l o a In agricwtewi*. 
Onmatie teprowemaat in eebnomfo pro¬ 
sperity was accompanied by limilatly in- 
ciensed social stratification. Evidence, at 
least for late-nineteenth century Maha- 
lashtra and Madras, has been provided by 
Charlesworth [1978] and Whshbrook [1978] 
respectively. For instance^ in Madras 
Preddency, at the begiaiiing trf the twentieth 
century, “men who... possessed landed 
resources twelve or more times greater than 
the average, stood at the centre of the 
agrarian economy” (Whshbrook, 1978:72]. 

The changing institutional framework of 
agriculture as a result of the destruction of 
pre-British village communities and 
domestic industries had also been demon¬ 
strated by Rstel (1952: 9-68] using raw the 
census data on occupational distribution up 
to the second quarter of the twentieth cen¬ 
tury." -By dividing India into three broad 
regions Patel highlighted the regional dif¬ 
ferences in the proportion of agriculturat 
labourers to total labour force in agriculture 
The southern region comprising Madras, 
Bombay and Central Provinces had the 
largest proportion of agricultural labourers 
(54 per cent) in 1931, followed by the eastern 
region (Bengal, Bihar, Orissa and Assam) 
(33 per cent); the Great North, covering the 
United Provinces, Punjab and North-West 
Frontier Province, registered the lowest pro¬ 
portion of agricultural labourers {TO per 
cent). United Provinces in the north, Bihar 
and Orissa in the east and Bombay in the 
south showed the highest levds of agri¬ 
cultural labourers among all states [Patel, 
1952: 2I-3U- 

In trying to explain these regionai dif¬ 
ferences in agnnan relations Patel [1952] 
looked back into the landholding systems in 
pre-British Indian villages and the changes 
effected by the social, economic and political 
policies during the British rule. Ratel 
established a relationship between the 
prevalence of agricultural labourers in con¬ 
temporary India and the type of landholding 
system in pre-British India. One of the two 
mam patterns in which land was held was 
‘joint village' where laiufwas held jomtiy by 
the village community or the village 
members were co-sharers of a single unit 
estate. In the second type; called ‘raiyatwari’, 
land was held in separate units by^differem 
individuals [Pitei, 1952:35]. The ‘raiyatwari’ 
system, as discussed earlier, was vriddy 
c^rv^ in central, south and east India 
white the/out/ vi/foge pattern was prevatent 
in north and western India. Comparing the 
land system and the levri of agricuitural. 
labourers, fttd noted: 

Broadly speaking... the praportKm of 
agriculiunil labourers, the group of agri¬ 
cultural popalaiion... is the sraaUeU in 
regions where itw/Mitf idfoKforai pret^ 
ed, and the highest where the ‘niyuiwiuf 
villas form prevailed. The Basiera Region 
constitutes a special care; where the propor¬ 
tion of agricuhani labeuien vras efoser to 
that in the Great North (joint village region) 
at the end of the nineleemh oeHurK bM is 


closer to that in the ^kwtliern IKaivIe 
(‘raiyatwari’ village) today [PMd, 1952; 37]. 
After estabUshing this correlaiitm he examin¬ 
ed how the butgeoning agricultural laboui- 
ing class was effectivdy created. The decline 
of the domestic industries in which most of 
the artisans had worked was effected b> the 
impact of the Industrial Revolution in 
England and the improvement in transport 
and communications. This displaced most 
of the artisans into the ranks of tenants-ai- 
will and agricultural labourers Deepak 
Lai says, while not totally agreeing with 
the radical views on the effects of de¬ 
industrialisation during British rule, that 
“though the thesis of de-industrialisalion” 
of India over the Bntish century does not 
seem sustainable, it is undeniable that the 
influx of cheap textiles after the 1820s must 
have had deleterious effects on the levels of 
living of Indian handloom workers. The ex¬ 
tent of the distress caused is more difficult 
to assess; anecdotal evidence, such as Sir 
William Bentinck’s funous remark that “the 
bones of the cotton weavers were bleaching 
the plains of India”, points to widespread 
distress [Lai, 1988 IM) Another factor was 
the disintegration of the peasantry that 
followed the regressive land revenue system 
which made easier the alienation of the 
cultivators from the land’ 

Thus, by the force and the authority ol (he 
Bniish Government in India, millions of 
cultivators in the three big provinces of 
Bengal, Bihar and Orissa were transformed, 
almost overnight, from peasant propnetois 
into lenanis-at-wdi so many were sairifii 
ed in such a short time so that a fess ma) 
prosper and rule [Patel, 1952 44) 

Thus in areas where ramindari sjstcnis 
prevailed the indebted cultivators sverc push 
ed mainly into being either tenants at-wiH 
or sharecroppers and agricuitural labourers 
whereas in ‘raiyatwari' areas most of them 
became agricultural labourers 
The Southern Tnangic where the proportion 
of agnculturai labourers lo ihc loial 
agncutiural population was more ih/n lor 
ty per ceni is the region where the holdings 
of Ihc culiivaiors sverc separate undei ihe 
raiyatwari form of village oiganisation. and 
were recognised as separate and easily 
transferable under the land settlements by ihs 
'British TheiCireat North where the proper 
iHm svas below twenty per cent is the region 
where the joint or communal form of village 
organisatioti prevailed and where estates were 
generally recognised as joint or communal 
by Ihe British land setilements, thus making 
it more difficull there, than in the Souih 
Ihanglc, lo alienate them The I astern 
Region where this proportion was between 
20 and 40 per cent is ihe hybrid result of 
superimposing the Zainiridari 1 and Scitlc- 
mem on a previously ‘raiya>wan' region with 
separate holdings, and thus depriving the 
cultivators of the actual possession of iheir 
land. The correlation between the regions 
demaicaied on the basis of the proportion 
of agrkullural labourers and ihc foim of 
land lettlemenis is so striking ihat ii can 
hardly be dismissed as purely incidental 
[PMel, 1952- 65-66] 
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f^-GOU)NtAL INDIA 

India's agrarian structure at the tiin« of 
independence from the British, as it emeig- 
ed from the impact of the colonial revenge 
settlement and legal system, can be described 
as follows: at the top of the ladder was the 
landlord class with absentee and non* 
caltivating zamindars dominating in the 
zamindari region, resident proprieton and 
cultivating landlords dominating in the 
'ryotwari* and 'mabalwari' areas; followed 
by the trading and moneylending Class, and 
the peasantry: rich peasants, middle 
peasants, poor peasants and landim. The 
rural artisans constituted the last stratum. 

A nugor change was brought about in the 
agrarian scene between the l9S0s and 1960s 
by the 'land reform’ legislation. The hardest 
hit by this measure were the absentee and 
non-cultivating landlords, from among 
whom emerged a small group of big 
landlords. The medium and small landlords 
in the ‘ryotwari’ areas managed to retain a 
major portion of their land by turning 
themselves into cultivators, though tenancy 
was practised in a disguised -form. Middle 
peasants benefited to a degree but poor 
peasants, landless labourers, and artisans 
and craftsmen gained very little from land 
reform, or from the other agrarian changes 
introduced by the government. 

The period between independence and the 
early 1960s was a time of positive changes 
in forces of production and some inemse 
in commercialisation. These changes, coupl¬ 
ed with land reform and an annual growth 
in agricultural output during this period of 
about 3 per cent, mostly benefited the rich 
peasantry [Byres, 1981:423]. Tjie evidence 
on agrarian transformation in India after in¬ 
dependence gives the impression that a 
qualitative chan^ was effected in Indian 
agricultural prodMion from the mid-1960s, 
the whole process being described as the 
‘Green Revolution’. The onset of the Green 
Revolution initiated the transformation to 
capitalistic production.* 

The two main components of the Green 
Revolution introduced in Che mU|'l960s were 
biochemical and' mechanical innovations. 
The former were labour-absorbing, land¬ 
saving and scale-neutral, the latter were 
labour-saving and biased towards large-scale 
farming, and gave rise to a demand for hug^ 
amounts of fixed capital. The impact of new 
technology on the agrarian structure bet¬ 
ween the mid-1960s and the Ime-i970s was 
analysed by Byres [1981 ] in the late i970s on 
the then available evidence. The picture pro¬ 
jected from this review seems to be one of 
increasing impoverishment and proletaria¬ 
nisation of poor peasants, landless labourers 
and craftsmen. This was “a process not 
initiated but certainly hastened by the opera¬ 
tion of the ‘new technology’ ” [Byres, 1981: 
432). Mechanisation in agriculture un¬ 
doubtedly played a major role in this pro¬ 
cess. In Punjab and Haryana, among the 
leading states of India in the Green Revolu¬ 
tion. for insunce, the compound annual 
growth of numbers of farm tractors, one of 


tb a a i awemm 

17.4 per CBM daring tii>e tet ju t o l^ 

peii^ I9$14966, and ina«iiedto21.9per 
cent during the poit-«wladiadto g y period, 
1946-1972 [Ahmed, 1976: 88 ], Between 1966 
and 1972 the nun^ of tnotori used for 
agricultutal pigpoagi in India increased by 
about 200 per cent [BiBSwanter, 1978 cited 
in Byres, 1M1:419]. Meamvldkthe propor¬ 
tion of agricultutal labourers to total 
agricultural workers went up from around 
one quarter in 1961 to dbout two-fifths in 
1971 [Omvedt, 1978:386). In Marxian terms, 
the cumulative eHiect of the impact of new 
technology and land reform on agrarian 
structure was the creation of a powerful 
class-for-itself rural proletariat by the 
successful action of the strong dass-in-itseif 
rich peasants [Byres, 1981: 435). 

In fact the process of proletarianisation 
of poor peasantry, the shift from family- 
bas^ subsistence farming to market- 
oriented hired-labour farming and the in¬ 
creasing diversification of economic and 
social life in the village; were all operating 
even in the pre-high-yidding variety (HYV) 
poiod. Analysis of the data from 126 village 
surveys, spread all over India, conducted in 
the l^Os, led DasgupUT [1973] to conclude 
that 

agricultural modernisation in a situation 
where the village households differ among 
themselves in their ability to own and use 
agricultural inputs. Including the most 
important of those; land... has only 
aggrava^ the pre-HYV trend towards 
landlessness, disparity and stratification of 
the peasantry, bemuse of its pronounced bias 
towards rich farmers (DasgiqMa, 1975:1412]. 
The economic differentiation among the 
agrarian population becomes dear when one 
looks into the pattern of distribution of 
means of production, m^nly land. The 
National Sample Survey (NSS) investigation 
into the pattern of lai^hokiing pertaining 
to the period 1953-54 and the dara from the 
census of agriculture for the period 1970-71 
are very useful in explaining this pheno¬ 
menon of growing marginalisation of the 
peasantry. As can be seen from Ihble I, in 


ma-gpj 7!«r pgr oem oi use anea otww 
betonged le (Be top 13 per cenf of (tie 
htritfings while the bottom 60 per cent of 
smaH holdings accounted for a meagred per 
cent of the area owned. The medium 
hddings, the miMIe 25 per coit, managed 
to retain about the same proportion of land, 
24 per cent. The situation in 1970 appears 
somewhat improved although the data do 
not refleot the extent to which small and 
poor peasants were reduced to landless 
marginalised labourers."* 

Further evidence on the penetration of 
capitalist production in agriculture comes 
from in-d^h vHlage studies spread almost 
all over India. A study on agrarian changes 
in two villages in Ihmil Nadu is illustrative. 
A close look at Table 2 reveals the process 
of marginalisation that was in operation 
from 1916 onwards. In 1976, the big 
peasants, constituting around 6 per cent of 
the total households, owned about two- 
thirds of the total area while the petty 
peasants, about one-third of the households, 
had control over only 3 per cent of the land. 
Though the total area owned and occupied 
J>y big peasants declined between 1916 and 
1976, the average area held by each big pea¬ 
sant household increased from 29.6 acres in 
1916 to 35.0 acres in 1976 [Sivakumar, 1980; 
A-26]. 

The village studies by Mamdani in 
Punjab, and Djurfeldt and Lindberg in 
Tamil Nadu at the beginning of the 1970$, 
also showed a high concentration of land in 
the hands of a few rich peasants. In 
Mamdani’s Manupur village small peasants 
(owning 0-5 acres of land) owned IS per cent 
of the area while their population share was 
38 per cent of the total families. The nguces 
for large peasants (17 or more acres) were 
30 per cent of land and II per cent of 
families [Mamdani, 1972: 75]. In Tanjore 
village in Tamil Nadu around 80 per cent of 
poor farmers (owning less than 2.5 acres) 
owned 32 per cent of the area whereas the 
rich farmers (8 acres or more) owned 43 per 
cent of the area with only 8 per cent of the 
total households (Djurfeldt and Lindberg, 
1975: 153]. 


Table 1: CoNCEKraATitm of Abea Owned andOperated by CuitivatinoGkoufs, India 1953-54 


and 1970-72__ (Per cent) 




Category' 

9 



Well-lb-Do 

Middle 

Poor 

All 

NSS (19S3-54j[.; ' 

Holding 

IS 

25 

60 

too 

Area owned 

70.0 

24.0 

6.0 

too 

Area operated 

64.5 

25.0 

10.5 

100 

NSS (1971-72) and Agr census 
(1970-1) 

Holding 

IS 

25 

60 

100 

Area operated (NSS) 

55.0 

27.5 

17.5 

too 

Area operated (Ag census) 

60.5 

26.5 

13.5 

100 


Note. * The agrarian classes were obtained by raking the top IS, middle 25 and the bottom 60 
per cent of the households in the Lorenz curve which was derived by plotting the 
cumulative percentage of holdings ranked by farm size against the cumulraive percen- 
rage of area commanded by them. The middle category was defined as those households 
which had land roughly in proportion to their numbers. The cut-off points vwre chosen 
in accordance with that category. 

Sourer. Patnaik, 1987: 21-22. 
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iMthh diitribtttiOB ««n«iMd bet«m 1^ 
■od IWS. Though the poor cgqierieiicedu 
UKKOK in Rtf wetfth between 1977 and 
199s they becnoK itfativeiy wotm off'dur- 
ing thii period; tMi happened in ipiR of the 
impknientation of RiUstributiw policies in 
the study area. Swaminathan (1988:2233] 
■fgues that incteasing land inequality was 
the main eiement contributing to the 
changes in the distribution of wetfth. 
Swaminathan concluded, with r^id to the 
current agrarian structure, that “state inter- 
•sntkm in the firid of poverty and redistribu¬ 
tion has failed to alter the structure of 
ownmhip of assets in the village in any 
nibstantial way” (Swaminathan, 1988:2233]. 

Thus it is evident that Indian agrarian 
structure has been undergoing increasing 
transformation towards capitalist produc¬ 
tion. What Sivakumar observed of the two 
Dund villages could be said of all rural India 
in the late i970s: 

.. .the system of cultivation through hired 
labour has became common among the Mg 
peasants of 1976. In 1916,343 acres were leas¬ 
ed out by them to the medium peasants and 
petty peasants, whereas, by 1976, it was on¬ 
ly a fraction of that. . .The big peasant is 
still powerful, but the older system of 
patronage-clientele is much weakened and 
changed. Ihe most important, indicator of 
proletarianisation of labour is the decline of 
the ‘padiyal-sufchavasi* [permanent farm 
servant-tenant] system ISivakumar, 1980: 
A-291. 

The concentration of means of production 
leads to “qualitatively distinct types of 
holdings, which differ in the way their pro¬ 
duction activity is organised" [Patnaik, 1987: 
20). It not only affects the production 
strategies of different agrarian classes but, 
more importantly, effects changes in the 
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Chsmging DesBognpliic Regimea 

The picvioqi sections dealt with the 
changiag ag|arian structure within different 
politictf and econoitfc sphem in India. The 
demographic situations which the different 
socitf structures would have caused to 
emerge are analysed in the following pages. 

It it elementary knowledge that the inter¬ 
action of the forces of fertility and rportality 
determine, in the absence of significant 
inward or outward movements, the demo¬ 
graphic structure of the population. The 
forces of demographic ch^e in turn are 
shaped by the development of productive 
forces and relations of production. 1b the 
extent that the development of these forces 
of productuMi andpniduction relationt dif¬ 
fer^ over time as between the pre-British 
period, the colonial period, and the post- 
independence period, the resultant effect of 
fertility and mortality on the population 
would also have been differmit. The demo¬ 
graphic structure of India may be interpreted 
on the basis of this premise. 

In the absence of census counts before 
1872, population estimations for the 
previous periods were carried out by 
historians and demographers using old 
records and documents which had informa¬ 
tion on land, land revenue, etc. The first 
popubtiqn estimate of 100 million for 1,600 
was arrived at, by Moreland, making 
some assumptions on land under cultivation 
and some other considerations. This Hgure 
was modified upward to 12S millions by 
strengthening some of the weak bases on 
which Moreland’s estimation was founded 
[Davis, 1951: 24). A further adjustment by 
Habib (1982c: 163) raised iIk estimated 
figure for 1,600 to little over 142 million”. 
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rigid social sysunn was nm conducive to 
change... and she was not apt to start an 
industrial revolution by het^f (Davis, 
1931: 25] led him to expect that outside 
stimulus was needed to change Indian con¬ 
ditions. While agreeing that change was 
brought by the British, Ri^haudhuri ques¬ 
tioned its effect: “Undoubtedly, in terms of 
administmtive efTiciency and the law and 
order situation the nineteemh century was 
an improvement on earlier periods. It is far 
from equally clear that this improvement 
meant a better milieu for agricultural pro¬ 
duction” (Raychaudhuri, 1968: 89). 

As no such stimulus was applied from 
outside until the British came in 1757 Davis 
assumed that the population of Mughal 
India during this period remained unaltered 
at 123 million and since that period there 
was ‘gradually accelerating’ population 
growth which almost doubled the popula¬ 
tion to 253 million in 1871 (Davis, 1951:27]. 
Commenting on the ‘constancy’ assumption 
of Davis as an outcome of his ‘enthusiasm 
for the benefits of British rule’, Habib came 
to the conclusion that 
The probability . is that the Indian popula¬ 
tion increased from a little under ISO milhon 
in 1,600 to about 200 million in 1,800, thus 
achieving an increase of slightly above 33 p<-' 
cent in 200 years. Thu would mean that the 
population dunng the Mughal period did not 
remain stable though the compound rate of 
growth, 0.14 per cent per annum, was hardly 
spectacular and was much lower than the rate 
attained during the nineteenth century 
[HaMh, 1982c: 167]. 

The census population counts suffered from 
problems of incomplete 'coverage and 
enumeration for the periods before 1931. 
Thus using Ihe relatively satisfactory figures 
for 1931 Davis adjusted the counts lor the 
preceding census. The corrected population 
figures aer given m Table 3. 

It IS generally agreed among historians 
and demographers that the growth of 
population during the nineteenth century 
was slightly higher than in previous cen¬ 
turies. This improvement was atirihutcd 
mainly to the complete control ol warfare 
after the arrival of the British and perhaps 
some improvements in health conditions. 
Both of the.se causes have been questioned. 
The British conquest of India, it is claim¬ 
ed, was achieved after some 60 years ol war¬ 
fare from 1757 to 1818 and the 1850s levoli, 
‘‘any growth in output resulting trom such 
improvements would, therclore, have to .eo 
a long way before the economic status ^tio 
ante bellum was surpas.sed" |Raychaudhui 1 . 
1968: 89]. Also the economic cl led ol law 
and order depends on their purposes and 
means of application. Chandta 11%8 46-471 
argues that “in fact law and order is a basic 
necessity not only for economic gnswth and 
welfare but also for any systematised ex¬ 
ploitation”. He added that “rationalised 
taxation, the pattern of commerce, law and 
Older, and judicial system in time led to an 
extremely regressive (in every sense of the 
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Fable 2 : Distkihution of Land among Oiffekent Classes in Asthapuram Kanthapuram 

(Tamh Nadu), 1916-76 emO 


Category* 

1916 

1946-47 

1976 

Big peaunl elans 

Households 

10.2 

11.7 

5.4 

Land owned 

88.2 

89.0 

57.5 

Dccupational holding 

57.3 

56.3 

54.4 

Medium peasant clans 
Households 

10.2 

6.5 

12.2 

Land owned 

9.4 

6.7 

14.3 

Occupational holding 

19.0 

12.8 

17 3 

Petty peaaanl clau 
Households 

31.3 

32.5 

27.0 

Landtl>wned 

2.4 

4.3 

3.6 

Occupational holding 

23.7 

25.6 

20.9 

LandleM peasant class 
Households 

48.3 

49.3 

31.0 

Land owned 

0.0 

0.0 

0.0 

Occupational holding 

0.0 

6.3 

7.4 


Note. * Big peasants are those who own over 10 acres of land each and cultivate with the help 
of hired labour; medium peasants cultivate 3 to 10 acres of land and also rely on hired 
labmir; petty peasants usually occupy holdings of less than 5 acres and own less than 
2 acres and te^ to rely upon (amily labour; landless peasants own no agricultural land 
at all; and landlords are those who own but do not cultivate 
SovrcK Sivakumar, 1980: A-26-27. 
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Whatew the diffetencet in the relative 
{wpidatiat growth during the elchleett^ 
nineteenth centuries, there was a pereeptibie 
increase, in spile of some severe famines, in 
the 70 years before iS70; and between 1870 
and 1^ population growth was halted by 
higher mortality resulting from fomine and 
(SMse. In the (tecades after Inckpendence 
there was tremendous growth. The main 
feature of the Indian population at the Ume 
of independence was the wide population 
base, as a result of the SO per cent increase 
during the 70-year period before 1941, on 
which future population increases w^d 
tidre place. Growth was most rapid between 
1921 and 1931 with an average annual rate 
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ween.lll'i and 198 it was«|j^^j^oaid 
as a result of disastrous finnines and 
epidemics. Pyson (1989] prawite a tentiUive 
schematic piesenfotkm of diffcsent idiases 
of population gnwth in modem India, 
which appears fo be in doee aggreemeni 
with the available Hteiature and evidence on 
the historical demography irf modem India 
(see Ihbie 4), albeit camouflaging the 
regional demo^paphic divershim which have 
thrir own historical, social and economic 
bases. 

Demogrqrhic transition theory teaches 
that reduction in mortality at a. resuh of 
modem technological intervention in hmith 
and production will, over an initial period, 
result in rai^ population grmvth after which 


Tah-e 3: PopuLATKm Size and Growth Rates for Different Perioos for Indu OarAiNEO from 

Different Estimates 


Mbar 

Population (Millions) 

Decadal Growth Rale (Per Cent) 

Census 

Adjusted by 

Davisa Mukherjeet 

Census 

Davb 

Mukherjeet 

1600 

142a 

123 





1800 

2Q0a 

— 

— 

— 



1871 

203 

233 

— 

— 



1881 

230 

237 

194 

23.0 

0.8 


1891 

280 

282 

233 

12.0 

9.7 

20.1 

1901 

284 

283 

238 

1.4 

1.1 

2.1 

1911 

303 

303* 

231 

6.7 

6.3 

3.3 

1921 

306 

306* 

230 

1.0 

1.0 

-0.4 

1931 

338 


278 

10.6 


11.2 

1941 

389 


317 

13.1 


14.0 


Average annual growth rate (per cent) 

l<00-1800 0.14 

1100-1901 0.3S 

IS7I-I92I 0.37 

1921-1941 1.22 

1871-1941 0.61 


Noier. a Habib's (1982c) estimates. 

O Davis adjusted the census figures only up lo the period 1921. 
i Mukherj^s adjusted figures are restricted to the population within the post-1947 In¬ 
dian territory; in fact it is hard to find any recent population estimation exercise that 
covers the pre-partition Indian territory as a whole This means that a direct comparison 
with the population figures of Davis and the census is not possible; however, the com¬ 
parison of the decadal growth rates from the three sources indicates that a substantial 
deviaticHi from each other occurs only for the decade 1881-91. 

* The small difference between this and the census figure for the corresponding period 
is masked by rounding. 

Sourer. Davis (195l; 27]; Mukherjec [1976: 6S|. 


Table 4: Broad Staues of Population Growth in Modern India (c 1760-1960) 


Phase 

Approximate 

P^iod 

Population Growth 

Sociat and Other Correlates 

1 

c 1760-1820 

Near zero, possibly negative 

Whrs; economic dbruption, social 
breakdown. 

U 

1830-1891 

Generally positive, but of 
unknown magnitude; mortali¬ 
ty may have improved com¬ 
pared with phase 1. 

Recovery from Phase 1; fewer 
wars; increased social and 
economic stability; economic 
growth (?) 

III 

1891-1920 

A reduced rate of growth 
compared with Phase 2, 
possibly due to deterioration 
in mortality. 

Increase in epidemics; famines; a 
period of signiffcant change in 
the mix of causes determining the 
overall levd of morality. 

IV 

1921-1960 

Popubiion growth positive 
and increasing, as moruiliiy 
improves. 

Increased control over disease 
and famines; potkical in¬ 
dependence; cconomb develop¬ 
ment, etc 


placb h te timf impllM fiNifbMirii to B 
monoiMiic deemue la Iwiti iMiHty and 
rnormfity. But die Urrii aad death mto far 
twottieih ceatuiy laila preaeat a •omewhat 
different picture (lhble'5). 

Before exanriaing twentieth ceatuiy ladte 
it is uscdlil to coMider populatloa growth in 
Mughal and Britith India. It has ban 
aigued thm the genetarional iquoduction of 
the society is inteitwined with the aodal 
reproduction of the whOle lysieaa, and that 
the factors that shape the feitUity and 
mortality forces have tfifferem effects OB tte 
various socid clatiei. ^ 

Thus a given population at a tfaae in 
history is a combination of het e rogeneous 
groups each comributing to the total fansaK 
or decrease m differem imes. It is worthwhile 
in thb context to refer to Marx's view on 
population reproduction (though he iSd not 
undertake any detailed andysis h):‘levcry 
spedd historic mode of production has iu 
own special laws of pop^timi, biatoried- 
lyvdid within its limits akm^ (Marx, 1912: 
64S]; and “population is in abstraction if 
I leave out, for cmimfe. the dasses of which 
it is composed. Thm classes too ue an 
empty phrase if I am not familiar with the 
elements on which they rest... Thus, if I 
were to begin with the population, thb 
would be a chaotic collection of the whokf 
[Marx, 1973:100]. As quantitative infonna- 
tion on these different classes was not 
available until well into the twentieth cen¬ 
tury, only qualitative interpretation seems 
possible. 

It was argued in the foregoing sections 
that British India experienced an increasing 
differentiation of agrarian society compand 
to Mughal indu. While it b improbable that 
there was no diffeientiation at ail among the 
peasantry in the pre-Britbh period, it me 
be correct that 

A hurricane might destroy their crops, or 
famines and epidemics might reduce the 
numbers of the population; but, under aO the 
circumstances, the fielcb remained Ihrirs. 
Calamities would pass over, and they would 
start working again with the same zed. In 
the misfortune, each member could solidly 
count on the assistance of hb idatives and 
neighbours, who would rescue him from any 
difficuliies whatever (Kovdyevsky, died in 
Patel, I9S2: 48). 

This system gave way to an environment 
where concepts like private property, iadi' 
vidual rights, and the purchasing power of 
money emerged; where the survit^ of the 
direct producers depended on the etploiters, 
the government and their creditors. There- 
fore, with the exception of a proportionatdy 
small privileged class, the majority, before 
the British rule, would have been subjected 
to the forces of fertility and morfdiiy 
without much variation. CluttiBesbi the (otd 
population during the Mughd period would 
have tended to affect all daises equdly. 

The earliest birth rates available; though 
not of high leliaMlity, are for the perteds 
1820-23 and 1833, for some piaees near 
Ddhi and centrd Inda. If aDowaaoebaiade 
fcN under-reporting of female births (Ae 


Sourer. Dyion, iW9: 9. 
A-S2 
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.pir 1009 inta) tilen die billli fliitt di^^ 
thet period «M^ tie i^aoed in the fatige 3S 
to 40 per tbouiand population [Jenkins. 
1827; Henderson, 183^ died in Visaria and 
ViSaria, 1983: 483]. Comparison of these 
rates with those pr^ent at the beginning 
of the twentieth century (around 50) shows 
that the biological maximum level of fertility 
was not aiwroached until the late nineteenth 
century." There are no reliable estimates 
for nineteenth century Indian mortality. A 
rough gauge of health conditions might be 
given by age spedric'mortality rates for the 
European army in Bengal, despite its 
weakness as a representative of the Indian 
population. The data for 1830-33 and 1867 
arp pnwided in Ihbie 6, seemingly indicating 
fi dwiine in mortality over the period. 

It might be argued that better adaptation 
of Indians than Europeans to the local 
climate would have resulted in higher morta¬ 
lity among the Europeans. But it seems that 
“better adaptation to the local climate did 
not render them disease-proof’ (Rama- 
subban, 1988: 41]. Thus “the diseases which 
killed European soldiers were endemic to the 
country. The general population, too, died 
from them in large numbers” [Ramasubban, 
1988: 39]. 


Tmile 5: DfcCAOAi Dt-Ani and Bunn Ratfs 
roR India 


Midpoint of 
Decade 

Death Rate 
(Per 1000) 

Birth Rale 
(Per 1000) 

1886 

41,3 

_ 

1896 

44.3 

- 

1906 

42.6 

49 2 

1916 

47.2 

4X1 

1926 

36.3 

46 4 

1936 

31.2 

45.2 

1946 

29.2 

39.9 

I9S6 

24.1 

41 7 

1966 

18.6 

40.4 

1973-74* 


39.9 

1976 

15.0 

37 2 

I978-79* 

— 

34,6 


Note. * Mid-points for the periods 1971-76 and 
1976-81 respectively. 

Source: Chaudhry, 1986; 2102, 2104 


TAHih6: DrATHRATKSBYAr.rioR F.iiropcan 
Soldiers in India 


Age 

Death Rates Per 1000 Population 

1830-33 

1867 

18-20* 

58 

16.7 

21-25 

34.4 

26.4 

26-30 

58.6 

25.8 

31-35 

52.2 


36445 

67.8 

39.2* • 

All ages 

49.9 

29.S§ 


Notes: * Persons aged 18-20 consisted of the 
recruits enlisted in India and the sons 
of the soldiers of the regiments. 

** For the combined age group 3I-4S. 
i Cholera alone was responsible for 
nearly 44 per cent of the total deaths. 
Death rate for all ages excluding 
cholera was 16.S per 1000. 

Sourer. Henderson, in Visaria and Visaria, 
1983: 476. 


The effect of IfoMlem medicine bi 'reifoc-' 
ing inortality in nineieenth oefttury India ap¬ 
pears to have been very limited. IMstern 
medicine was first intr^uced and found in 
cities and towns; there was popular 
resistence to practising it both by the middle 
and subaltern classes. For instance, the anti- 
plague measurm taken by the colonial ad¬ 
ministrators during the plague epidemic 
which began in 1896 seem to have disregard¬ 
ed native culture and sentiments. The masses 
were again.st accepting anti-plague Western 
medicine not only because they were 
unfamiliar with the recent medical 
technology but because “Indian values and 
sentiments were contrasted with the ’in¬ 
difference and callousness’ of Western 
medicine and the colonial administration” 
(Arnold, 1987:62). The dominant perception 
of the masses about Western medical prac¬ 
tice was that “the body, as in the West, was 
treated as a secular object, not as sacred ter¬ 
ritory, as an individual entity, not as an ele¬ 
ment integral to a wider community. The 
body, moreover, was exposed not just to the 
‘gaze’ of Western medicine but also to its 
physical touch, an intrusion of the greatest 
concern to a society in which touch connoted 
possession or pollution” (Arnold, 1987:60|. 
Given this popular aversion to the use of 
Western medicine and its limited availability, 
the contribution of modern medicine in im¬ 
proving mortality conditions would have 
been negligible David Arnold succinctly 
puts the narrow role of Western medicine in 
changing health condition's in the nineteenth 
century: 

the primarv responsibility ol Western 
medicine in India until late in the |l9th| am 
lury was still lo minister to the health of 
colonisers, not the colonised, exc'ept insofai 
as Indian soldiers, servants, plantation 
labourers and prostitutes constituied an ap- 
parcni danger to European well-being 
l-mancial as well as political coiistrainis 
discouraged the colonial slate from agrcaici 
degree ol medical intervention (Arnold, 1987: 
'SI 

However, on the basts of this and .similai 
fragmentary nvatciial, it would be rea.sonablc 
to infer thiit fertility and mortality were close 
lo each other amonft aOnoM alt strata of ihc 
society liwwi: ihc pre-British period and as 
a result growth was minimal It us likely that 
mortality vaiicd more than fertility across 
different scct-oiis of ihe society. 

in confr.ast to the above picture, the situa¬ 
tion in British and post-indej mdenre India 
wa.s characterised by the interplay ol market 
forces unleashed by the exploilers If India 
benefited at al! during the British period, it 
was only a sal ion of the ma.sses that gamed 
While one section benefited bs virtue of 
their control over productive resources, .t 
progressively increasing marginalised class 
emerged that had nothing to sell bul con¬ 
strained labour power. Ihc continuous 
operation of this process, in the long run, 
created a population broadly stratified into 
three main classes: at the top were those who 
ruled and controlled the means of produc¬ 
tion, in the middle a sizeable proportion of 
cultivators and pour peasanls, and al (he 
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artisans. Of the three, oidy the top class, with 
huge resources at its disposal, took great 
advantage of exposure to the outside world. 
The differentiated peasantry also benefited 
lo a lesser extent from the introduaion of 
technological innovations into the society. 
The class at the bottom rung of the social 
and economic ladder suflered rather than 
gained as the Indian economy was connected 
to the world market. 

Given this differentiated social structure 
the final outcome of the interaction of ferti¬ 
lity and mortality was no longer the 
cumulative effect of similar experiences of 
different groups bul rather the cumulative 
effect of different experiences by differing 
sections. Mortality, fertility and migration 
all had class-specific impacts on the 
stratified population. For example. Com¬ 
mander argues that because of poor nutri¬ 
tional status and living standards there was 
a higher incidence of mortality in famines 
and epidemics in the nineteenth century 
among' the agricultural labourers, weavers, 
artisans, and the urban poor because of 
“lack ol work, raihci than foodgrein 
availability" (Commander, 1989:66]. There 
is much evidence that, until a .society is well 
advanced on the capitalist path of develop¬ 
ment, the well-to-do tend to have larger 
families, due both to higher fertility and to 
lower mortality than poorer groups. 
Buchanan observed as early as the 1800s, 
while tiavelling through Ihe Indian lands of 
the British Empire, that the rich had many 
hou.ses--implying laige family size—while 
the poor lived in small huts with mud walls. 
He noted that “Rich men, instead of enlarg¬ 
ing Ihc house, generally build a number of 
.similar huts in the form of a .square, 
sufficient to accommodate their families, 
which arc alwavs numerous” (Buchanan, 
1807; .t]." 

To the cviviii ihal the nutritional intake 
of poor people is scserel) alfceted, it may 
lower ihfir reproductive capacity by shorten¬ 
ing the 'cpiodiKtivc span, by way of laic 
nicnaKhc"'' m a ■•Ovieiy where age at mar¬ 
riage and consummation is very low, and 
through ear!) menopause; and reducing 
rept.idiiviivc elfiviei'O': with many pregnan¬ 
cies resuliiiu' in miscarriage.s and 
stillbiillis.'' It IS hueels observed that 
women ol Kmci si-i lo-cconomic status 
generally have longei lactational and 
amenoirhocic periods In addition the inten¬ 
tions and economic behaviours (eg, 
seasonal and long-term mipiaiion and hand 
economii. aciiv iticsi ot the .oot are such that 
they appear to lavour tb -ir actual fertility 
being low Cl T he interact it of all these fac- 
lors, therelore. tends to I cp the fertility of 
pool familie., lower ihai. -'hat of the rich 
(r iisi.h, 1978:9.1). An atten.nt to answer the 
question whv she poo; have amall families, 
led Ki'slm.o , .‘fier analysing iHe available 
liicr.i!iire m ilic mam factors assov'nted with 
the social reproduction of human popula¬ 
tions, to the conclusion that, in Ihe absc..'^ 
of significant birth controls, “a low average 
size of family among agiicultural labourers 
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utd poor pcasmti «riies nuiidjr Cron 
nteiof ffloitality ind fiuniiy fornutiaii; and 
a high avetage size of fa^y among big 
' landowners from low rata of mortality and 
a tendency for familia to remain undivided’’ 
pCrishnaji, 1983: 869; see also Krishnaji, 
1980; 1989]. As for the effect of mass-kilim 
like famine and epidemics, regardless of the 
causa of thae events, it is clear that the 
hardest hit are the economically weak. In ac¬ 
cordance with entitlement theory, there are 
greata chanca that (he poor will lack pur¬ 
chasing power ther^ leaving thcmselva 
vulnerable. For instance the people who died 
in the Boigal Famine of 1943 were those who 
’’lacked the means to obtain the food that 
was there” [Sen, 1990:49; see also Sen, 1981]. 
Itiis aspect is evident from Ihble 7. 

Thus “a mortality re^me in effect is a 
layering of subr^ma” [McNicoil, 1^: 7] 
and thc'devastating effect of such calamitia 
as famina and epidemia is felt altogether 
disproportionately by the weakat layers, 
fn^’s population at the time of in¬ 
dependence was very different in composi¬ 
tion from what it had been at the end of the 
nineteenth century, in its passage through 
the l9S0s, India experienced many famines 
and epidemics, and shed many of its 
most deprived and deprased people. Loss 
of these people did not entail the loss of that 
class itself; rather it was kept alive and a- 
panding by recruitment from above through 
exploitation. 

The post-independence era was a time of 
ushering in capitalist development in 
agriculture, which was facilitated by land 
reform policies, state intervention in offer¬ 
ing credit, and the introduction of new 
technology. This process created over the 
next two to three decada a burgeoning mid¬ 
dle peasantry, a relatively small rich and 
landlord class, and a moderately targe poor- 
peasant and landless labourer class. 
Alongwith these categoria an urban sector 
was also developing. One of the main con- 


Table 7: Death Rates by Family Land 
Holding in a Famine Year, Comfanicanj 
Thana, Noucmali District. BANCLAOEsa I97S 


Sire of 

Crude Death 

Death Rate 

Landholding 

Rate 

of Children 

(Hcctara) 

(Per 1000) 

Aged 1-4 
(Per 1000) 

None 

35.8 

86.5 

Las than 0.2 

28.4 

48.2 

a2 - 1.2 

21.5 

49.1 

More than 1.2 

12.2 

17.5 


Source: McCord, in Arihur and McNicoil. 
1978: 51. 


Table 8: Length oi Amenorrholk. Period 
BY Socio^EqpNOMic Status, Bangladesh, 1976 


Socio-Economic Status Median Duration 
(In Months) 


Poor 

21.5 

Medium 

20.4 

High 

18.6 


Source: Huffman, et al. 1978: 254. 


A-S4 


lequanea of capiudSM deOiiii^tM in 
agriculture was the greater mati^ialitation 
of women than men, not only in numben 
but in produaion too. This U eWdent from 
the continuous reduction in the population 
sex ratio (from 9SS femala pa 1000 mates 
in 1921 to 930.in 1971 for India) and the 
decline in the share of women in the 
workforce; from S04 pa 1000 mala in 1901 
to 210 in 1971.'* Sharma contends that 
‘Vhite capitalist relations of production have 
adversely affected large numbers of rural 
men, it has been worse for rural women. 
They are heading towards greater im¬ 
poverishment as a whole, white (he burden 
falls heaviest on poor women who are get¬ 
ting poorer" [Sharma, 198S; 6S]. As women 
lose their control ova the means of produc¬ 
tion, they are rendered less able to control 
their reproductive activities. 

India’s birth rate was 40. its lovrest level 
in the first half of the twentteth century, dur¬ 
ing the decade I941-19S1. In the nat 25 years 
the rate was well above this minimum and 
only in 1974 was the same level again reach¬ 
ed. It might be argued with caution that this 
is a striking indication of how the initial 
stage of capitalist development, owing to its 
urge for primitive accumulation, leads to a 
higher birth rate. This may, however, partly 
be due to improved biological conditions. 
The development of capitalism datroys cer¬ 
tain social institutions which gave traditional 
security and it fails to provide alternatives. 
In the period baWeen independence and the 
mid-1970s India experienced several far- 
reaching changa. The joint family system 
which rated on the economic inteiests of its' 
members was damaged and gave rise to 
nuclear and extended familia as a result of 
the penetration of capitalism. Development 
of industrial capitalism attracted the 
pauperised unemployed and underemployed 
towards the industrial enclava. These two 
changa significantly undermined social 
security, since individual families could no 
longa rely on the village commutiities and 
joint familia. In the absence of an alter 
native for social security, which industrial 
capitalism, in its primitive accumulation 
stage, doa not supply, tiK worka is left with 
no option but to invest in children. Also in 
the absence of capital-intensive invatment, 
accumulation is possible only through super- 
exploitation of labour.'* This leaves the 
labourers m a position where the wage 
becomes insufficient to reproduce their 
labour and to maintain their members m the 
next generation. Thus sustainment of the 
workas’ own lives and reproduction of the 
next generation requires additional income. 
The only Option open to and within the 
reach of the workers to earn extra income 
is through their children; thus they invest in 
children and ensure that they start earning 
at a very early age. Caldwell says that “the 
conflict between familial morality, suited to 
familial production, and extra-familial 
morality, suited to the capitalist labour 
marka, can be extreme during periods of 
transition” [Caldwell, 1982:212] and he has 
further remarked that 


Hi^ Iteft^y It «il8( ltia i lre < l tM 

female itde; h Inpt fee motba tied to the 
home, and it supplted ha wkh ettre heipen. 
Capiuhsm oouM hardly dp anyddng but ap¬ 
prove; It wu able to tfetafn a man’s labour 
for low waga than would have been needed 
by his femily to obtain all their needs dbecily 
from the marka [Caldwell, 1982: 213].' 
Land reform mwle available tome land 
for the landlas and poor peawts; and tbp 
Green Revolution increased productivity of 
land and labour.'* These improved condi¬ 
tions made the wholeurural environment 
relatively prosperous compared to the pre¬ 
independence period. These developments 
had some positive effects in raising the fer¬ 
tility (by way of improved reproductive 
capacity) and lowaing the mortality of tite 
population.** 

However, these effects were not uniform, 
but varied according to the class position of 
different sections of the sociay. Available 
village studies show that family sire is 
positively correlated with economic class. 
One of the main reasons for this is that pro¬ 
longed lactation lengthens the spacing bet¬ 
ween births and thereby reduca the toul 
number of children ever bom. Evidence 
from Bangladesh [Huffman et al, 1978:254} 
illustrates this phenomenon (see Table 8).*' 

Other factors being equal, this implia 
that when socio-economic status is low the 
number of children ever born to a family is 
cxjiected to be low. The earliest study that 
was particularly aimed at investigating the 
relationship between socio-economic status 
and fertility in India was conducted in the 
mid-l930s in Punjab state, covering a large 
area [Jain, 193?].** This study found a 
positive a.ssociation between fertility and 
social and economic status of different 
groups of people. Agriculturists seemed to 
have higher ‘fertility’ and ‘effective fertili¬ 
ty’ than non-agriculturists. Though the 
menial class had a fertility level close to that 
of non-agriculturists their effective fertility 
was the lowest because of many infant 
deaths. The numbers of live births per I(K) 
couples of 20 years of marriage duration for 
agriculturists, non-agyculturists and menial 
class were 507,499, and 501 respectively and 
the numbers ol children surviving were 348, 
330, and 318 for the three social groups 
[Jam, 1939: 8J. The differences became clear 
when the economic differentiation within 
these three social groups was considered. 
Division of agriculturists and non- 
agriculturists into three broad economic 
classes, upper, middle and lower, showed 
that the upper class in both groups tended 
to have a higher level of fertility and effec¬ 
tive fertility than the lowest class, it was 
noted that 

the differcnca in each class are purely 
economic. Owing to the greata Care which 
the richer class can afford to batow on 
children, the survival rate is higher as com¬ 
pared to the poorer class. Thus, at present, 
the upper classa are contributing to the nat 
generation more than the poorer ona [Jain, 
1939: 18). 

The Mysore Population Study, carried our 
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iiy kite eiriy mot, lutt iitk MUeO mm m 
pioneering vwtrk It shoeed the cominuatuMi 
of the picture of the interrelationkhip bet¬ 
ween soaal structure and fertility observed 
in Punjab about one and a half decades 
previously Economic status, which was 
mainly d^rmined by control over and ac 
Less to landholding in the rural areas, was 
found to have positive relationship, though 
sometimes weak, both with children ever 
born {United liations (UN), 1961 124], a 
measure ol completed fertility and with birth 
rates for currently married women in the 
reproductive age groups (UN, 1961 86] 
However, the expected inverse relationship 
between fertility and cionomic status in 
urban areas was not strong when average 
number of children born was considered as 
a measure of fertility, bui was appreciable 
when current fertility was used (UN, 1%I 
128] 

A study conducted in central India in I9S8 
also found a positive relationship between 
landholding sue and fertility Ihe rich 
peasants had an average of 4 8 children com 
pared to 4 3 children for the pool peasants 
[Driver, 1963 97| This became very signifi 
cant when the mean number of living 
children was considered The child loss ex 
pericneed by small peasants was 20 per cent 
higher than that of rich peasants which led 
Driver to state that ‘land ownership groups 
differ more in then average number ot liv 
ing children than in mean fertility' (Driver 
t%3 tl0| 

Djiirfcldt and I indbcrg (1980 1081 show 
ed from a south Indian village studs m the 
early 70s, that the average number ot births 
pet wile increases with increasing command 
over the main means ol produciion in rural 
India The 27ih Round National Sample 
Survey conducted in 19'’2 73 showed that 
average family sue was mvtiscly related wiih 
per capita cxpcnditun and directly with total 
household ixpeiidituic (\isarta, I980( leic 
vant information loi the two states Ciujaiai 
and Maharashtra aie provided in Table 9 

Mamdani [I972| observed a similar rela 
tionship m a Punjab village ' A village 
study fiom central lava showed a posiiise 
association between leitility and income 
level [Hull and Hull 1977 SO] and owner 
ship o| land (Singarmibun and Manning, 
1974 117] In Bangladesh a positive 

landholding lertiliiy relationship was found 
lor the early 1970s [latil and Chowdhurv 
1977, Stoeckel and C howdhury, 1980 S211 
Howevtr, Cain (1978 43S] observed a tur 
viluiea( relationship the poor had smaller 
familici than the nth but the medium class 
had higher fertility than either 

in India, high pnonty was given to the 
family planning programme in the late 1960s 
and It has been implemented vigorously 
since then I mking the family planning pro 
gramme with child and maternal health pro 
grammes was a recent development In the 
initial phases, the family planning pro 
gramme was implemented in isolation 
despite a high level of infant and child moi 
tahty The family planning programme was 
deemed to create a demand for contracep 

firkfinmii angf .*1 Waw L Iv latn* 'Xl 


tivn rather thgn ft retpam to >a inhftssnt 
demand in the populftuon; it waa tmpiMed 
from the top rather than meeting a demand 
from the bottom-up The Indian govern¬ 
ment’s ambitious policy of attaining a low 
population growth rate, without consider¬ 
ing the unfavourable material realities, may 
have been influenced by the views ot pro¬ 
minent population expms of the time, such 
as Hauser, who said “ 

The most serious aspect of the whole q» 
lion (population-growth in countries of the 
third world) is that failure to control the 
depressing effect of rapid population increase 
on economic development would bnng a 
tremendous threat Tlw issue could be crucial 
m determining whether we have peace or war 
in this ceniury, and may determine the out 
come ot the cold war You can be sure that 
if nations remain hungry, frustrated, and 
unable to achieve Iheir objectives they will 
be susceptible to the blandishment of com 
munist messages to the low income countries, 
10 wit, (I) the capitalist nations stole your 
birth right, (2) try the communist way which 
IS quicker and slicker (Hauser, 1966 34] 
Even such a lenowned demographer as 
Kingsley Davis was vulnerable to the then 
pievatimg international political climate He 
cautioned against the low weight attached 
to Ihe population Iron! in United States 
economic aid packages to the so<alled third 
world countries so as to keep the spread of 
communism in check He noted that 
what the United Slates would like to see them 
(leaders ol underdeveloped countries] do is 
to foster peaceful and democratic in 
dustnalisation a rising level ol living and 
m general adherence to our side lb this end 
wL have given or lent money for agriculture, 
industry iransponanon, public health and 
arms We have maintained that this is an ef 
fccdve way lo head off communism because, 
as w'* sav chronic poverty breeds com 
munism This reasoning has much lo com 
mend It bui ii ignores population trends and 
thus tuns the danger of underestimating or 
misinlerpreiing the requirements fur 
economic development (Davis 1958 296 
cilcd in Hodgson 1988] 

Whatever was the motivation [for the fac 
u>rs undet lying that motivation] behind giv 
ing a majoi boost to the'programme; its sue 
cess was minimal until the late 1970s but u 
gathered momentum in the 1980s Apart 


from the not very significant levd of con¬ 
traceptive acceptance, the demographic 
characteristics (age structure and panty, tor 
instance) of the aaeptors were too poor to 
make any considerable reduction in birth 
rates ^ Given the infant mortality rale of 
132 for Indian in 1980 (some states had a 
rate of around I7S), the rates for the 1960s 
and i970s must have been higher and that 
would have strongly discouraged accepting 
birth control The all India family planning 
survey conducted in 1970 showed that fer¬ 
tility regulation was strongly linked with 
child survival particularly in the early stage 
ot demographic transition while the mean 
number of children ever born to currently 
marned women in the age group 35 44 was 
5 34 for both Ciroup A (states in ‘early iran 
sition’l and Group B (states ‘further advanc 
ed in the transition') Ciroup B experienced 
a higher level ot child survival, 4 25 children, 
than Croup A 3 94 children (Jejeebhoy, 
1984 193) 

The niajoiiiy of the acceptors were poor 
and had bad as many children as they could 
Schenk showed tor a distiict in Ciuiarat, for 
the period 1971 72 that the taluks with 
higher concentrations of tribal population 
had higher sterilisation rates [Schenk, 
1973 74 47 8] table 10 gives the inc imes 
of the sterilised males in Bulsai district tf 
Gujarat for the penod November 15 19/1 
to January 15, 1972 

Thus concentration ol faimiy planning ac 
ceptance among the people whose material 
conditions did not anyway allow them to 
have the biological maximum feriihty and 
at the later reproductive ages when peak 
rates of childbearing had already passed, 

lABir 10 RriAiioNSHii BLrw UN Economic 
Statu and f amiu Pianmni Acci-PTANtr 
Rl RAI CjI lAK VI 1972 
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S00 999 

44 6 

1000 1499 

88 

1500 1999 

34 

2000 2499 

1 6 
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1 4 
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Tabi 19 A\ IRAf I Numbi-r Ol PtRsoNv Pi r Househoi d in Dieeeri m Dk n ts bv Pcr Capita 
H oiisi HOI D Lxpendiiure Maharashtra and Gt jakai 1972 73 


Household txptndiiure 

Maharashtia 


(•ujaral _ 

PCi Capita (Decile) 

Rural 

Urban 

Rural 

Urban 

1 

63 

66 

68 

67 

2 

60 

63 

66 

64 

1 

56 

61 

6 2 

6 3 

4 

55 

58 

62 

60 

5 

58 

54 

60 

8 

6 

5 3 

S 1 

61 

5 5 

7 

52 

44 

S 5 

5 0 

8 

49 

40 

5S 

42 

9 

45 

32 

50 

39 

10 

41 

27 

43 

32 

All 

53 

49 

58 

5 3 


Souttr \isari,i 1980 397 
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wma noi ni«Kc nny consiaciwHC aeni in ine 
birth rate before the 198(K A fottow'up 
study of sterilisation acceptors in a mass 
camp in Ihvandrum in 1972 showed that 
about 32 per cent of those contacted 
reported that the Uige sum of money offered 
to acceptors was the motivating factor for 
'heir acctptdncc of tamily planning [cited 
11 Basu, 1986 273] A follow up study of 
vasectomy acceptors in Tamil Nadu in the 
1960s showed that 43 per cent of the 297 
cases had undergone the operation solely for 
monetary incentive, 4 per cent gave in to 
pressure from the canvasser and about 37 per 
cent of the vasectomies were unnecessary in 
terms of the acceptors’ demographic 
characteristics (Srinivasan and Kachirayan, 
1968] Another study from Delhi found that 
about 10 pci cent of the 265 vasectomised 
cases were unmarried [Kapoor and C han 
dhoke, 1963 cited in Pareek and Rao, 1974 
141] This provides further evidence for the 
poor economic conditions and the absence 
of voluntary aspirations for birth control on 
the part of the acceptors Th^ Bangalore 
Population Study conducted in 1975, cover 
ing loughly the same aiea as the Mysore 
Population Study after a lapse of 24 years, 
showed that decline in marital fertility was 
experienced only among women aged over 
30 years and that the family planning auep 
tors (mostly steiilistd) over the last 24 years 
contiibuted only a meagie 10 per cent leduc 
tion in the marital fertility rate below what 
It would have been had then lertility been 
the same as the non acceptors’ [Srinivasan 
ft al 1978 263] Nor, given its numerical 
smallness, could the urban population con 
tribute to any perceptible reduction in the 
birth late Moreover the urban workers were 
less than highly receptive to family plann 
ing messages since they needed a relatively 
laige family si/c to reproduce the labour 
power and the family In the I96()s in 
Bombay, families belonging to the lower and 
lower middle class considered that a family 
should have an average ideal si/e of 4 2 
children IRcic and kaiiitkar 1976 315| On 
the basis ol Another survey ot 300 
households in Bombay in 1970 Michaelson 
[1981] argued that lamily si/e among the ur 
ban pool tended to be laige because the lac 
tors that structure the urban birth rates are 
not much dilfercnt from tin lural context 
“When the rural family moves to Bombay 
or when generation alter generation of ‘hut 
meni colony dwellers aprodui c their labour 

Iabii II Dkaoai Bikih R sii SMik Madras 
tirv 


Period 

Hirih Rail 

1891 1901 

33 9 

1901 1911 

340 

1911 1921 

33 6 

1921 1931 

340 

1931 1941 

36 5 

1941 1951 

32 8 

1951 1961 

41 3 

1961 1971 

43 0 

1971 1981 

341 


5«M/<e Vrnkataiangan 1983 54 
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power uiHcr neur^iwmioB wBOtitons, 
thar structural position m the capitalist 
economy and the choices that they face le* 
main very much the same as for those who 
remain m the countryside" {Michaelson, 
1981 lOS] Even among the poor, 
Michaelson noted that men and women with 
more casual employment tended to have a 
larger family size than the blue collar 
workers m lactones and other ‘formal’ work 
contexts In Madras among the slum 
dwellers fertility was 43 per cent higher than 
in the non-slum areas, and in Calcutta the 
corresponding difference was 20 per cent 
[Singh and de Souza, 1980} Thus the fer 
tility ot the lower sodo-economic groups in 
urban areas was regulated to a larger extent 
by capital, because its primitive accumula 
tion depended greatly upon the exploitation 
of human power The birth rate time series 
for Madras city during the l9S0s and 1960s 
provides another illustration of this (see 
Ikble II) 

The cflect of tailing mortality m 
motivating the people to curtail fertility was 
very insignificant during the decades 
preceding the 1980s, partly because the ma 
jonty of the women in the reproductive agi 
groups were born during and survived 
through high mortality regimes Also the m 
itial decline in moitality was first txperienc 
ed by the well to do in the rural areas and 
the urban population 

Thus in the first three decades ot in 
dependence, India experienced higher 
population growih due not only to reduc 
lion in the death rate but also to increase in 
fertility My reading ol the evidence suggests 
that the higher birth rate was articulated in 
the urban sector primarily by the laws of 
primitive accumulation of capital, whereas 
in the rural areas it came from improved 
economic conditions excluding the lowest 
socio economic class The destruction of 
some social institutions which played tiadi 
tional roles in rural communities, as 
capitalist production gradually penetrated 
into agriculture, incaased the importance of 
having a large tamily The lagging effect of 
mortality decline took a longer time to in 
ducc change in fertility Also however 
significant the level of prevalence ol con 
tracepiive use to family planning piogramme 
officials. It has had very little impact on ac 
tual fertility because the future potential fer 
tility of the users was quite insignificant 
Though capitalism is associated with low 
fertility, a change from the familial to the 
capitalist mode of production does not 
necessarily entail an immediate change in 
fertility, indeed change in fertility behaviour 
in a changed mode ol production is depen 
dent upon the speed with which certain 
superstructures that shape fertility behaviour 
have been altered by changes in the 
economic structure Thus Caldwell [1982 
207] argues that 

II IS indisputable that a settled, largely sub 

sisicnce economy based predominantly on 

familial production will be one with high fer 

tility (except vslicre*ihere are pathological 


praowmsi, niiB UHii h h msTniRne turn a 
capitalist society with a fully develop^ 
labour market producing nearly all goods 
and services would be one where fertility is 
low It IS not the tautology that is importani 
tor our tunes, but the question whetiwr there 
can be lags or accelemtions in the chain from 
the material forces of production to the 
modes of moduction to such parts of 
superstructure as family structure and fer 
tility behaviour, and whether imported 
social concepts can change the local 
superstructure at a different rate than would 
have been dictated solely by the movement 
of the economic base in a culturally 
autonomous society The critical change 
IS one which extends so far that high fertili 
ly IS no longei economic 
^litical economists argue that the t960s 
and 1970s were the period of agricultural 
capitalism 1 hese two decades saw the en 
thusiastic participation of the sute in pro 
moting capitalism in agriculture It was also 
hoped that the agricultural surplus thus 
derived would be used to stimulate industrial 
capitalism Industrialisation, stagnant dur 
ing the 1960s and early 1970s, gained 
momentum in the late 1970s Some argue 
that It was the failure of capitalist develop 
meni in agru ullure to induce industrial ex 
pansion that lorced the government in 1975 
to bnng III the 1 mergcncy so as lo help foster 
industrial vapil.ilism [Sathyamurthy, 1986 
42 43] 

In the late 1970s and 1980s there were 
many other social and tconomic changes 
The proportion urban ot the total popuia 
tion increased by a filth during the decade 
1971 81 (20 per cent lo 24 per cent) compared 
to II per cent duiing thi pnvious decade (18 
per cent lo 20 |ier cent) SimiUrly literacy 
experienced greater improvement and age at 
marriage a gieater use than in the previous 
decade The e fleets of industrialisation and 
an expanding market economy combined 
with the government s positive disenmina 
lion in the ticlds ol education and employ 
ment in favoui of the socially deprived 
classes in making possible occupational 
and SiKial mobility among the so called 
lower caste groups—howevci limited the sue 
ccss coud be—cannot be ignored when con 
sideraiion is given to the broader social 
changes that have taken place in post 
independence India ^ 

In this period there was also change in ap 
proaches toward family planning motiva 
lion Family planning programmes became 
very strongly related to the health and 
welfare of the mother and the child conse 
quently there was an increase in the use of 
programme supplied family planning set 
vices Another factor motivating couples to 
chouse a smaller family aze svas the fact that 
couples in the potential reproductive age 
groups ere born during an era of dcclin 
ing mortality 

Though fertility and the birth rate declin 
ed and have continued declining for India 
as a whole, the level still remains high The 
Total Fertility Rate of 5 5 m 1972 declined 
to 4 3 in 1978, a reduction of around 22 per 
cent (he estimated Ibtal Fertility Rale for 
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incpcnuu <a»j*ivu 31 im unmiiucuuiic 
was larger thati the rural decline, this k not 
surprising, given the higher level of educa 
tion m urban areas, and the felt need to in 
vest in quality rather than quantity ol 
ihildren which was biought about by the 
lombined effect of social change and the 
values ol the maiket economy Among the 
ihiee broad classes in rural society ailurthcr 
substantial reduction in fertility could be cx 
pected if family si/c were to be curtailed by 
the middle group - those with sufficient land 
toi subsistence This is the laigesi group in 
the rural area after the agricultural labourers 
md It IS this group which does nut fed much 
pressure to have small families A sample 
iirvey of 12 villages in rural Bihar dining 
1981 81 shows that m comparison to othci 
rural classes the n.iddle peasant class has 
a targe average numbci ol live births a low 
pmpensit) to use contraception and low rate 
of child mortalii) t table 12) |Rodgt is ct at 
I9S9I 

Another study on diteiiiiiiianls of fertility 
decline conducted around the saint lime in 
rural kainilaka showed ihal while llie m 
treast in the ownership of land had a 
positive eftecl on mstital fertiliis during 
'960 69, It hanged is a weak ctirvilineai 
relationship duniig 19iS 79 (Bhaskaia Rao 
et al 1986] as given ni fable >1 

A studs horn Nepal bowed lhai the land 
owners who n.id reiiicd iii land (wht foiin 
the middle peas ml class) ha(ilaie,.i leiual 
and desired number 1 1 chi! Iren c\ 1 bc>u) 
than both 1 md own r who *' cc' not rc nl d 
in land and hndle s t It iilic< {Ni mu 9t'9 
IS2l Hull and'lull I" ■fOi oh cr u'an 
inserted II sliapid lelt on hip lu wnn 
diiealion and hitilis c wumm m la 
dmcsiausiii). 1" 1 e nsjsdi'i '■m ^ |t,tre 
w IS high coir latum hclw en leonomie p isi 
non and (due mom' 1 tii 1 nhuiU Is dui 
lilt cht ptnod ol low is nil hui us Use I 
ihtv pioccv-did 10 isi I'shsh the aine ith 
iionship by ippuivinuiiig u momu chss 
with ediu ilioii il el 1 '{(ns u ivileiui 

Itoni the I'm Jsi iiv Me It lilts *■ \mplt 
Siiivcv supports ihi 1(1 lilt 11 hip 01 Iv loi 
Ball and iiinl Sulawesi m Indi nt 11 |f{ •< 
md Hull IV ' 181 

Iht t,( suits 11 the (WO (Mremes the itch 
md till rumr ailop* I mills plannmi. to 
(ducc lamilv si/c though h>r dilltriiit 
I isons While the rich lollow til' toiisump 
nun aod lili style of t)ie iith.m population 
which encourages tliein to hise line shildien 
the pno' do not want to have 'nans childicn 
because they cannot provide the minimum 
necessities for survival I his cOiisti.unt on 
ihc pool comes both liom the icstncted 
• mploynient opporiumiKs m the luial areas 
and the limited absoibing eapa its ol Ih m 
bin sector which undermines migiation pio 
spccts Basu (1986) slmws for keiala (using 
data tor 1971) (hat the ma|or dcs line in Iti 
nlity was disproporiionateU cuntiihuh d b> 
issctless ptHSi wagi tniurs amom whom 
was observed a highei level ol lainilv plan 
ning acceptance As the warn earning prev 
letariai among the working population m 
creases, as was the east in ktrsla between 


uw irn ana lyat censuses, -(wconsequem 
increase in the absolute levid of fnnHy plan 
mng augurs well for a continued fall in fer¬ 
tility in the State” {Basu, 1986 270] The 
greater tendency among the poor, particular 
ly those divorced from the means of produc 
lion, to prefei a small family is not just due 
to their pool economic status but is sup 
ported by then proletarianisation “n u not 
their poverty per se but poverty coupled with 
the status of wage earning rather than be 
mg self employed which provides Ihe con 
ditions tor decline m feitility” [Basu, 1986 
279) Basu eonicetures that “it is likely that 
wage labourer, in other States are also more 
motivated to limit fertility than the self 
employed pooi but then relatively small 
pioportions reduce their impact on overall 
fertility declines in their States and they are 
also less handicapped by the other iimita 
turns on child employment existing in 
Kerala' jBasu 1986 279) Basu’s argument 
was suppoited bv a micro level siudv in 
kcrala by Member [1980], who irgued that 
agricultural labourers in kerala in the begin 
nmg ol the 198(6 pie^Tred fewer children 
because laigt timily si/e was no long'r 
economically adv inlageous as a resuli at in 
cieased pressure on imploymcnl oppoi 
lumlirs pariiculiilv ir> agriculture 
in tact the cursiiincar relationship bet 
ween tertility an' economic class was pro 
posed as eailv 1 1961 bv (iiipia and 

M dakir (1961 1 cn 1 was reiterated b 8 10 
IIV 76) (lupta ind Mdlakar used ihi Na 
iional Sample Su \ty da'a for rural au 1 
Istvenih ruuiiu) condmted in Ihe eailv 
Ivsos, to u SI tliii hypotheses As is shown 
m Table 14 in h iii ol the six /ones ihe ri la 
•lonsh p seems K hold 
Pao hypoih'siscd that the dcsiied niimbci 
ol ch Idicn tend lo be hi'»hest in Iht cast 
of jioups whose s iiirteol income is familv 
emplosment niM come the wage eaiiiei'> 
■heii tl profe sionals and then properts 
owners inthaio In [Rao 1976 11^1] He 
irgiitd that tiu i 1111 disciiminating hieioi 


IB oeiermtAing the desired miniber of 
children between groups is the strength of 
the motivation rdated to children as a source 
of future income smte ihe income sfieam 
asscKidted with a child m the peasants’ and 
petit tiourneon tla»s would be highti than 
111 the woikcis class (I endless labourers m 
lural aitfls and mdu.lnal manual workers 
in urban aicas) aj italist farmers' and in 
dustnalisi >’cLiss and piofcssioiiat eU's In 
Iht linal anaivsi therelr u iht net motiva 
non lo! hav ru Ini ins | thildi n may be 
strongest m pe isani and self tmpl wed e loss 
and wiakest in eapii 1 »f iiidiistrnlists and 
landlords .'iss' |R,u 19'6 1117) The 
results ol impia and 'Vlalakai s ll%1] 
analvsis and Shaiinas |t969| Mlahabad 
study weit u-i • trs Rao lo ev dilate his 
hypoiheses In Iliiiglidesh in Ih 
mid I97(K ( am flV'k 1*s found thi s nne 
relationship hetwi n nan iiiimbct t list 
births and liM Iholdiih How verbcfirtar 
living at sit mj e t nsioi il n essiiUial 
to mils' I I'hci V ‘ lui I uppoi of 
iluse irgu) > 

Ihi ' I c argmd I it ih n non 
in the I biith t ti c.s 1 nbuted 
ehitlls by om ih'rj I thi |n ( ilaiion 
livingn irl n neisatcllv Ih'lutics and 
Ihtpoori' in If uir ii s II mieldli 
luralgiou) o >1 1 suit ni I 1 r r < u ai 
ford to fast ih larii' In 11 'I the r 
ibi'ity to imr is iircnltni iili,.non 
with Hist I'll d I I 1 10 lieinical 
t thnolog I n 1 iini the 

I vhii 11 1 no 'I u nil RcitsiK 

20 4 1 \i H iRi I I 11 I \' I' w IK nil s ms 
IS kl KM kSKK 1 I hV vs 197 s 79 
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mechanivation which the rich peasants can 
afford fo adopt and find profitable to use; 
also they seem lo employ the ‘diversification’ 
strategy of some children continuing the 
famiU occupation and some seeking 
employment in non agricultural avenues 

Despite the increasing use of contracep' 
tives the Indian birth rate continues to be 
cdmparativeiv high One of the Imajor 
demographic explanations for this apparent 
inconsistency can be seen in Table 15, which 
shows that more than 60 per cent of stcrilisa 
tions (the maior form of contraception in 
use) aic 10 women who have at least four 
living childicn 

The future potential lor further reduction 
in family si/e rests both on improvements 
in the demographic characteristics of the ac 
Lcptors of family planning methods and on 
making available other birth limiting spac¬ 
ing methods which arc as vet being used only 
by a negligible proportion of eligible 
couples Needless to say, any drive for higher 
acceptance oi family planning must be ac 
companied by social justice in other spheres 
of life which would eventually instil a sense 
ol responsibility and make the social en 
vironment conducive to limiting family si/c 

IV 

('onrluhion 

A proper understanding of the population 
structuic of present dav India makes an 
analysis of its evolution and growth in an 
historical piospecnve imperative The 
characteiistics of jKipulation growth are con 
ditioned bv the nature of the relationships 
that prevail in the process of social pruduc 
non I he production of the means of sub 
sisience and reproduclion of people are two 
Intel related processes conditioned by the 
economic natua and cultural configuration 
of the society jMcillassoux. 19gl, 1983, 
Seccomhe, 1986) Reproduction in a broader 
sense means that the very conditions of exis 
tence are leproduccd and biological re 
production is a contingency always deter 
rained relative to the dominant relations ot 
production and social lormation in which 
It lakes place |Biennci, 1976, Rapp, 1977 
319, Sundaram, n d] It is thcrclore impor 
tani to iccognise that population repioduc 
tion IS part of social rcpioduction ol the 
whole society and so these two arc largely 
mscpaiabk 

I he Indian agrarian cx-onomy underwent 
distinctive changes m its various c'conomic 
and political regimes It develcjpmcnt means 
development ot the diiect producers, then, 
during the colonial jKriod, there was 
economic change in agrtculluic but no 
development for the pcasaiiiiy However, as 
this change benefited a small section which 
lived on ihc labour of others, it icsulted in 
a widening ditferentiation among the 
peasantry Ihai ditlcrcntiaiion would have 
had Its ettcci on ihc dcmogiaphic behavioui 
of the population ai dillerent levels accor 
ding lo their degree ot control over Ihcir 
means of production and over their labour 

Posi mdependeme India experienced and 


IS esjyertencmg ine usnerii^ tn or a 
capitalistic path of development, both in 
agriculture and industry. Industrial 
capitalism lagged m its development because 
Ihc fruits of the developmem of agrarian 
capitalism did not flow back into the in¬ 
dustrial sector The improvement in mortali¬ 
ty unevenly affected the different classes ot 
the society, as a result the indirect effect of 
mortality reduction on fertility was slow and 
slight The increased birth rate during the 
first two and a half decades of independence 
was mainly due to the destruction of the 
traditional social security system and im¬ 
proved mortality conditions The very in 
significant effect of the family planning pro 
gramme during this period was because the 
programme was based on concepts which 
Ignored social reality 

The reduction in fertility in the recent 
period was contnbuted mainly by the rich 
and poor sections of the society, but 
motivated by different material and social 
considerations Though this was basically 
the outcome of capitalistic development, the 
trend was helped by improvonents in educa 
non, infant health, and linkage ot the family 
planning programme with the maternal and 
child health programme Although there was 
an increase in the use of contraception this 
has not made any considerable (eduction in 
the birth rate because the demographic 
characteristics (i e, future potential fertilitv) 
ol the majority of the rural acceptors were 
poor and also because of a larger popula 
lion in the reproductive age gioups 
India has alreadv attained sell sufficicncv 
in food production though that docs not en 


rare KIWI rmm ixi«my aw mifB awFviijoii. 
The pressure of pofmliition is M the means 
ot employment rather than on the means of 
subsistence Though a sudden change in 
population growth seems implausible given 
the vnder population base, it seems impor¬ 
tant to persuade the self-sufficient 
peasantry -now with a larger number of live 
births than the othei groups—to adopt a 
small family norm Both rich and poor ap¬ 
pear now to desire to reduce family size, 
although for qualitatively different con¬ 
siderations A drastic decline in ferlHily 
seems improbable given the higher level of 
intant and adult mortality and illiteracy 
among the economically and socially weak 
sections of the population As ^nerji 
argued 

population growth is not perceived as a thmt 
bv the bottom half of the population of the 
country who constiluic some 400 million 
people Ihcse people have been virtually 

Tabu IS Fimaii Siiruisajion AtiLProRs 
BV NUMRIR <»l I IVINt CHIIORIN AI flMl Of 

At < I KiANt I Maharashtra aniv Kajasihan 
Fariy 1980s 


No ot I ivmg Percentage Distribution of 
Children bierihsalion Ac«|gior^ 
Maharashtra Rajasthan 
(W83) (1981) 


1 

I 

1 

2 

n 

4 

3 

IS 

23 

44 

62 

72 

Soum IIP<> (198S) 

labic 9 ‘ 

falwar and 

Bhalia (1985 

186) 



Tabu 14 

n RTii iiY Rati A((()rdin(. io 1 i vii 

Ol 1 iviNt Rurai India 1953 54 

/one 

[>cvel of 1 iving 

( orrected 

Nature of Variation with level 


(Pill Percent) 

Oineral leilililv 

of 1 iving 



Rate 


fast 

06 

0214 

a small initial rise followed by a fall 


33 

0 220 

10 a minimum and a subsequent rise 


76 

0196 



12 3 

0170 



230 

0 237 


South 

1 6 

0163 

a use* to a niasimum then a tail to a 


75 

0171 

minimiini and a small subsequent 


12 6 

0 201 

rise 


196 

0154 



32 0 

0166 


Noilh West 

57 

0178 

a rise to a maximum and then a lall 


201 

0 288 



404 

0 250 


( cntral 

1 7 

0172 

a rise to a maximum and then a lall 


97 

0 254 



18 7 

0 25/ 



32 8 

0 210 


Wcsi 

50 

0163 

a rise lo a maximum and then a tall 


12 3 

0 222 



17 5 

0198 



30 0 

0186 


North 

16 

0162 

a rise to a maximum and them a fall 


75 

0 226 



12 2 

0 285 



201 

0 233 



341 

0184 



Note PLir — proportion of expenditure on luxury iicms in monthly food expenditure 
Soune Oupta and Mqjakat (1963 40| 
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iMMMwi we 

pM fottr dccadet. «uff« fram hunger; 
they live in the moit dc^dfaig conditions; 
they have virtually no access to health and 
education services, there is blatant social, 
economic and poetical discrimination 
against thetn: tb^ have not much to look 
forward to^ nor do they sec much of a future 
for their children and grandchildren. How 
can such a group of people have a slake in 
a system which has treated them so harshly? 
(Banerji. 1989: 52]. 

However, given the material environment 
and demographic conditions, the high birth 
rate and hence the growth rate may be 
brought to a lower level as the economy 
ushers in capitalism.^' But will it solve the 
basic problems of the exploited? Robert 
Cassen expressed it in the following words: 
“Rapid population growth is not a time 
bomb but a treadmill. It postpones the day 
when most people in India can enjoy an 
agreeable life; but that day could be brought 
nearer or postponed still further by many 
other things besides demographic change" 
[Cassen, 1978; 330). 

Notes 

|1 am indebted to Geoffrey McNicoll, John 
Caldwell and Gavin Jones for their construc¬ 
tive comments and criticisms. Valuable com¬ 
ments fiom Ian Diamond and K P Kalirajan, 
and editorial assistance from Wendy Cosford, 
are gratefully acknowledged.} 

1 In contrast the economist Deepak Lai 
argues that “the population growth which 
has occurred since 1921, far from having 
damaged Indian economic prospects, has 
probably been a major stimulant to agri¬ 
cultural growth, uttd that the small increase 
in the rate ot growth of per capita incomer 
in post- as compared witli pre-ipdependence 
India is in part due to this alteration of one 
of the major parameters of the Hindu 
equilibrium” [Lai, 1988: 291). 

2 Rudra [1988] argues that history can be 
studied more fruitfully if it is divided into 
epochs corresponding to different dominant 
relations of production than to dominant 
mode of production. 

3 The account of agrarian relations presented 
in the following sections on colonial and 
pre-colonial India has mainly depended on 
literature from relevant materials in 
Cambridge Economk Hislory of Imtm, 
volume 1, edited hv Ihpan Raychaudburi 
and Irfan Habib WB&CmMdttEconomc 
History of India, volume 2, edited by 
Dharma Kumar and Meghnad DesaL 

4 Lai [1988] argues that one of the reasons 
why the caste system continued unaltered 
into twentieth century India was the rdative 
stability of population size 3^ous ptmula- 
tion estimates for the periods around 3S0 
BG and around 1600 put the population 
total in the range of 100 to 125 million. As 
these two periods were times of relative pro¬ 
sperity; peace and stability in Indian history, 
the estimated population figures therefore 
“reflect the ^uilibrium’ population which 
the social and economic system could sup¬ 
port with available technology. There 
were likely to have been large deviations 


aiotma oils ^idHbrian' kraM xwertiw 
turies, due to the four horsemen of the 
Apocalypse—famine, disease, pestilence, 
and war” [Ul, 1988; 34]. 

5 Ltd [1988] is an exception. He argues that 
theenvironmenul parameters, particularly 
social and ecological parameters, which 
defined what he calls the ‘Hindu Equili¬ 
brium* in the beginning of the Christian era 
were left unaffected by the impact of foreign 
regimes, first by the Muslims and iaiet by 
the British. Thus it is this unaltered 
equilibrium rather than the failure of the 
economic policies of the invading rulers that 
sustained India's economic stagnation welt 
into the twentieth century [Lai, 1988]. 

6 Wright quotes this point from Bruce [I793[. 

7 See Guha |I9631 for a detailed discussion 
on the origins of the intellectual ideas which 
went into the making of Permanent Settle¬ 
ment and the gestation period it look before 
attaining its near-competed form in 1793. 

8 It may be noted that though the magnitude 
of the increase in agricultural labourers 
could be questioned owing to the short¬ 
comings in the data quality, the direction 
of change seems plausible. 

9 Existence of wage labour in pre-independence 
India did not give a fillip to capitalistic 
development in agriculture because it was 
only a necessary but not sufficient condi¬ 
tion [Patnaik, 1971 ]. Some scholars were of 
the view that the accumulated surplus in the 
pre-independence period, did not flow back 
tp stimulate capitalist production in 
^riculture [Sathyamurthy, 1986). 

10 Increasing population Over this period 
would have led to some increase in land¬ 
lessness. This could have been counteracted 
by the splitting up of the large farms. A 
village study frinn Kerala showed lower rates 
of partitioning at the upper end of the land¬ 
holding sire [cited in Panikar et al, 
1978; 47) 

11 Davis (1951:69) estimates a birth rate of 49 
per 1000 population for the period 1881-91 
for India as a whole. According to another 
estimate for the same period, cited in Davis 
[1951:68], the three provinces Bengal, Bom 
bay and Madras actually had birth rates of 
above SO whereas the provinces Punjab and 
United Provinces had rates between 45 and 
47 per 1000 population. 

12 The effect of ‘modern* medicine in reduc¬ 
ing mortality in Western countries in the 
nineteenth century has been strongly 
debated. McKeown contends that “the ad¬ 
vance in health since the eighteenth century 
has been due to: a rising standard of living, 
from about 1770; sanitary measures, from 
1870; and therapy during the twentieth cen¬ 
tury” [McKeown, 1965: 58]. For detailed 
discussion see McKeown [1965:39-58,1976 
and 1979]. 

13 But ‘large families* may also result from 
more co-resident kin and farm-servants 
living nearby. 

14 While the high correlation between nutri¬ 
tional intake and age at menarche is 
acknowledged, its substantial effect on fer¬ 
tility performance has been questioned by 
many. Bongaarts argues that “substantial 
changes in age at menarche following im¬ 
provements in nutrition can be expected to 
raise fertility by al most g small percentage” 


[1980; 566], Mowevei; based oi Bongaarts’s 
review findings, aiiother review not^ that 
“There is strong evidence that poor nutri¬ 
tion can delay menarche from the average 
age of 12 to 13 years seen in well-nourished 
adolescents to about 19 years at the extreme 
upper limit in poorly nourished popula¬ 
tions" [Zeitlin et al, 1982: 34). 

15 Apart from late menarche and early 
menopause nutrition also affects fertility 
through adolescent and premenopause 
sterility. For an excellent discussion of the 
related issues see Nag [1968]. 

16 The decline could also be influenced by 
changes in definition and classification of 
occupational categories especially for 
females. However, the figures quoted are 
adjusted for such changes. 

17 The rise in birth rate between 1940 and I960 
in latin American countries, for instance, 
was not due to the in.signiricant impact of 
population-control programmes, which was 
insignificant, but rather caused by improve¬ 
ment in health and reduction in mortality 
[Davis, 1967. 734). The increased maiital 
fertility in the age groups below 30 between 
the period 1951 and 1975 in the Mysore 
Population Study area in India provides 
more evidence for this phenomenon [see 
Srinivasan et al. 1978). Using the data 
available at two'pomis of time (1959 and 
1972) Srinivasan and Jejeebhoy [1981) 
showed that there was an increase in natuia! 
fertility between 1959 and 1972 in almost 
all stales in India. 

18 Super-exploitation may be defined as a 
situation in which the wages do not even 
cover the cost of reproduction of necessary 
labour. 

19 However, the introduction of large-scale 
mechanisation, despite the increased labour 
productivity, led to the displacement of 
labour. 

20 Mukerji [1985], for instance, illustrates with 
Korean and Sri lankan fertility data, how 
redaction in maternal mortality alone, as 
a result ol general improvement in health 
conditions, can increase fertility rates. The 
mam factors that were found to have in¬ 
fluenced the increase in fertility in the early 
stages of modernisation in the central 
African state of Zaire are a considerable 
reduction in the proportion of childless 
women in the population due to improved 
health conditions, weakening of the tradi¬ 
tional custom of posi-naul abstinence and 
shortening of breastfeeding duration 
[Romaniuk, 1980). 

21 Howeva, after reviewing available evidence. 
Grey [IW: 143] notes that “.. .if nutrition 
influences lactational amenorrhea, the 
effect is, in general, relatively small”. 

22 information was collected from about 
20,000 rural families widely spread over 275 
villages in 25 districts of the Punjab ^ate. 
Fbr further details sec Jain [J939]. 

23 In contrast to the studies cited in support 
of the positive association between fertility 
and class position, a study from rural 
Baroda district of Gujarat showed that 
households in the lower socio-economic 
class had an average of 0.5 children more 
than the average for the upper class. The 
difference was more pronounced in the case 
of urban than in rural Baroda [PRCB, 1979: 
4-8]. 
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24 in fact a can b« argued that the develop¬ 
ment and cxivtente ut paiticuUr paradigms 
that tend 'o ti'x "'•t (o xpecitic views aie 
innumsisJ hv Ihi Juininani political and 
et-oooiiiK siiui-luit m the Mxie(> As C astles 
pul It in III uiihiguous unns, “ social 
wiem c ptnss aii imporiani part in helping 

10 (ti tills iss K.S and indisaK poliuis Ot 
sourss ihr < hsiiii ot whiili ivpe of social 
ssisiisi IS ID li luitdcd still lies with those 
with pohiiial iiid tsoiioiniL tniwer, so it is 
not I itiicsliviM ot Ills best paradipm influen 

(nil pot s K.itli si ill III political 
s om mu I s' un'louts aitrrmine the 
padiiiiinii ( i>l os Ml ss It use paradigms” 
ji isi' ' - 

2 ' Si Msiii in INuhlli)! t i iiissionot the 
piissibi itisi olihsinil tiHiirv (Old war 
btiwiriili suptipsiw IS III mtill iisiiiv’ht 
Aniiiui I dtritig . nhtr> to aiivosaie iht 
adi pi >11 ot tir'ili's s mlisil pnigia nnt ii 
Ills uiisuniiniiid tliiiiJ t^orlil s js to 
rtdu ( popiilaiiim gi uvili s 'bviul iht iietd 
I s oail iiir iiutti III ilisat ii 

?*> I hi two a'l hull I I umlv I' irii ng >urvcvs 
son liitli I 1 " i‘>i I aiisl I'lSti itvtaltsi that 
Ihi pioiuiiismo nv'il III tonirattpiivt 
iMsisiiii isfd'ioi 10p<' tint in I9'’i 10 
alou' '*'> pti ml 111 108(1 iKhan iiid 
Pra It l‘*uS t!')| 

27 bit kot'ciis il'JKI \\ 461 I 11 I review of 
posiiis clatisl dinriiiinml' oi terlihty 

2)1 In 111 ai'iniiii lu vivi i utmographit 
t\|>li iitiiioi l»i Ibis plisiiomtnon, Dssoii 
and Mniplis |I‘>S*' hast tiled loshsiw with 
ih> aiRilabIs >.dti e Iroin literiiuic, that 
insrtasi 11 th binn rati h Ion iht start of 
siisttiniil slesliitt lia hitn the tase toi 
both hi lorisal I ui >pi imt ttmiemporaiy 
developing souniIK !l > havt iilustratid 
tins phtiioniinoii lor hidii with dat i Iroin 
I mill Nadn iiiil Honibav slabs How 
bib 'iiril kk' t olofIt li letiois respond 
losbmgiiii so 111 t( iiinmis andtultu.al 
siisii iiimcnt 1110 itrni>aMoii| has been 
ihoioughls rtsiiwsd hv Nag |l9a()| and 
thersbs ht tst il lisbts ills i uistl iiit hanism 
htlwesn modtiiiisiiion ai'il p > detiim use 
III leilihts 

29 lot an iv<> llsin d sus loii i>ii tht ink and 
nittliaiii 111 thioi f h whith (diuntion allttis 
Isrlilils st< I ilslwrl’{11801 also lam [19811 
and lam mil Nag 1 19861 

to Ihi ^'ih lo md II'/ 2 t) Naiional Satnpk 
''lints dat I lo! M ihiiashlri and (lUiaiat 
stale> luwivii dk1 ii a sitlsi suih a sin 
viliiK II rsldooii I ip tiMW'tii poverty and 
Unilils \sim 1980) However, the tei 
iiliis im isiiit used here was ehildren cvei 
bom bin in <>npia and M ilakar s analysis 

11 was general It ruiny t.i(i 

II In las’ som ol 'In weaken .st> lions of the 
sotisis lu dwiiidl.ng inIh^ii numbeisand 
lue ihe lull 1 ot sMiiiciioii A case in 
|ioinl I Iht iiihals in II liai where i leecnt 
pidtmi I nii'leis di t'St lolhi govern 
nielli t|)|'in nils s nised hv m iliintntioii, 
UP na I 'InlPv s I eli in dimkmg water, and 
lael ol deee s lonis lie it siiviecs elaimed 
many tuba' live n a shoil Iniie I hi social 
soiiditions ilia' eieate aiul laeilitate this 
slwmUlul^ s Hi I’aii! ed tic'ni Ihe follow 
lint siimmai s ‘ I he eoai >e giams that they 
glow eOiisli' Il a liai Iiop ot the Pahaiias' 
[ilie tribalsl lie I Mosils ihev depend on 


wild herbs and evnh grass. Meal of dead 
animals constitutes another sMple fwid of 
the Pahaiias and they are in constant seaich 
of dead animals as that provides them 
something to eat without having to pav lot 
It” [Bharti, 1989 1504) 

32 I his IS more so when Ihe ousting health and 
lamily planning system is to the disadvan 
tage of Ihe poor A recent case study of 
Bihar state—one of the most backwaid 
states in India-noted that the extension 
workers and othei health functional les wett 
eoncentraling more on the better ofl (leople 
because poor people are 'less pi one lo 
change’, and in the PHCs poni patieiiis 
were accommodated on the flooi of the 
verandah because “these illiieraie people do 
not khow how to use the bed and will spoil 
It m no time” [khan and Rao, 1989] 

33 A recent elaborate population protection hv 
Srinisasan ol al [1988) shows that the 
demographic goal ot achieving the Net 
Rcpioduetioil Rate ot I may be icalisul l)v 
till vear 2021 even if the futua age speeitie 
marital feitihtv remamv Ihe same as in 1986 
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Population and Agricultural Growth 

A Study in Inter-Regional Variations 

N Krishm^i 
r Satya Sekhar 

The Indian experience of the two decades, 1961-81, offers some scope for analysis of the interrelationships 
between the components of population growth and the diaracterislics of agrarian change. A dramatic improve¬ 
ment has taken place during this period in technology and productivity in some parts of the country even as 
other regions ^ve demonstrably stagnated. Did the prosperous reghns aqjerience higher rates of population growth, 
either through higher rates of natural increase or through immigration? What is the demographic picture of areas 
of stagnation and decline: Are they marked by high rates of mortality and out-migration? One can ask similar 
questions about the extent to which population pressure has led to land or labour intensification in areas ex¬ 
periencing drastic declines in land-man ratio. This paper is concerned with these questions. 


IVHILE analysing the inter-relationships 
set ween the components of population 
{Towth—fertility, mortality and migration— 
sn the one hand, and the characteristics of 
agrarian change such as improvements in the 
productivity of land and the intensirication 
jf labour, on the other, we must remember 
wo facts. First, adjustments in both 
directions—population levels adjusting to 
what the land can produce; agrarian pro- 
iperity or decay leading to higher or lower 
population levels; and population pressure 
Cading to land or labour intensification and 
echnological change—take place over long 
periods. Second, such adjustments tend to 
be spatially specific and restricted so that 
they can be seen clearly only in small 
regions. 

However, the Indian experience of the two 
decades, 1%1-KI, offers some scope for 
analysis in this respect. A dramatic improve¬ 
ment has taken place during this period in 
technology and productivity in some parts 
af the country even as other regions have 
demonstrably stagnated. The specific ques¬ 
tions that arise in this context ate the follow¬ 
ing: Did the prosperous regions experience 
higher rates ol population growth, either 
through higher rates of natural increase or 
through immigration, than did other regions? 
What are the demographic pictures of areas 
pf stagnation and decline: Are they marked 
by high rates of mortality and outmigration? 
These questions are about the extent to 
which population has redistributed itself 
over space in response to the regionally- 
concentrated nature of agricultural growth 
during this period. One can ask similar ques¬ 
tions about the extent to which population 
pressure has led to land or labour intensirica- 
tioh in areas experiencing dra.stic declines in 
the land-man ratios. 

This paper is concerned with such ques¬ 
tions. The analysis is based on data at the 
district and Sute levels relating to popula¬ 
tion, areas cropped and those under irriga¬ 
tion, value of production, etc. The agricul¬ 
tural data are borrowed from C S Bhalla and 
D S lyagi. Patterns in Agricultural Develop¬ 
ment (1989) and refer to annual averages of 
three triennia: 1962-65, 1970-73, and 198063. 


The population figure for the first period 
refers to l%3 and is the interpolated value 
from the 1%I and 1971 censuses; those for 
the second and third periods refer respective¬ 
ly to the 1971 and 1981 census counts. 

The analysis can provide some suggestive 
insights only; it cannot yield conclusive 
answers to the questions being raised here. 
OtK reason is that the components of popu¬ 
lation growth, births, deaths, and net mig¬ 
ratory flows, cannot be easily estimated at 
the district level. A second is that even if 
some adjustment takes place over such a 
short period the lags in adjustment that 
must be present cannot be easily identified. 


Disinbuiion of 
change (per 

cent) .%2-83 100.0 77 4 


We do know that increases in productivity 
and production during this period were 
unevenly spread over space. Thus a good 
starting point is the magnitude of inter¬ 
regional disparities; I he changing pattern of 
disparities over time may then be expected 
to be of some analytical value. Section I 
looks at inter-State inequalities in per capita 
production, productivity per hectare, and 
land-man ratio; it goes on to discuss what 
can be described as the Malthusian type if 
adjustment: the question asked here is 
whether high rales of growth in production 
or productivity have induced high rates of 
population growth at the State level. The 


0.0739 

01763 

0.79 

0.0409 

01288 

■0 71 

0.0681 

0.1441 

-0.37 

4 9 

27.5 



Tabi f I: iNTFR-SiATF VARIATIONS: Stanuaro Dfviationsof Naturai Lo(.arithms(n Variabi us 


Variable 



1962-65 

1970-73 

1980-83 

Value of output per capita (V/P) 

0.2566 

0.3379 

0.4278 

Value of output per hectare (V/A) 

0,4187 

0.4438 

0.4201 

liincl-man ratio <A/P) 


0.4525 

0.4329 

0.4632 

Value per worker (V/W) 


0.4101 

0.44% 

0.5089 

Work participation rate (W/P) 


0.2718 

0.2023 

0.2610 

Labour intensiiy (W/A) 

* 

0 3680 

0.3825 

0.4105 

Note'. For basic data and .sources see .Appendix The value ligures (V) arc m constant l%9 70 

pnees. 







Tabu- 2: Dir (imposition oi Variamon in 1 ix, (V^'P) 


Year 

Var(v/p) 

Varfv/a) 

Var(a/p) 2Cov(\/a, a/p) 

r(v/a, a/p) 

1963 

0.0658 

0.1753 

0.2048 

-0.3148 

0 82 

1971 

0.1142 

0 1970 

01874 

0.2702 

-0.70 

1981 

0.1830 

0 1765 

0 2146 

- 0.2081 

0.28 

Oislribution.of 






change (per 






cent) 1962-63 

100.0 

1.0 

84 

90.6 


Note: In lower case letters v/p, for example, stands lor In tV. P), 

crc. 



Tahl:. 3: Aiifrnaiivi Duompomiion oi Var (In V/P) 


Year 

Var(v/p) 

Var(v/w) 

Var(w'p) 2t.'()v(s/w, »/p) 

r(v/w, »/p) 


1963 0.0658 01682 

1971 0.1142 0.2021 

1981 0.1830 0.2590 


A.63 
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IMxi part of tliu section is devoted to the 
evidence on the Boseruptan kind of respon 
ses, e ^ land and/or labour intensification 
taking place in States experiencing severe 
population presMiie or stagnation in produc 
tivity Section II covers the same ground as 
Section I with districts &s regional units and, 
naturally, is more informative about the ad 
;i»lmeni process The final section has some 
concluding remarks 


1 

Inter-State IMsparities 

MhTHOD 

Writing V, A, P, and W respectively for 
value of production, gross cropped area, 
rural population, and workers in agriculture 
(culuvators plus labounas, male and female— 
all in specified units) at a point of time we 
set out the following identities 

V/P - (V/A) (A/P) (I) 

I e, per capita output is the product oi out 
put per unit of land and land man ratio, and 
V/P - (V/W) (W/P) (2) 

that gives an alternative dcxomposition ol 
V/P as the product ol value per worker and 
work participation rate Similarly 

V/P - (V/W) (W/A) (3) 

and A/P = (A/W) (W/P) (4) 

These identities enable us to decompose 
the total variance acioss regions of a given 
variable into those of its components lor 
example from (I) it follows that 
Var(ln V/P)=Var(ln V/A)tVar(ln A/P) 

+ 2Cov(ln V/A, In A P) (S) 

MiW.NtTlJW ANIJ C HANC.L 

let us begin by looking at the variations 
at the State level Wc do know that agri 
cultural growth was unevenly spread during 
this period To assess its net impact, the 
trends in inter State variation in respect ol 
the SIX ratios introduced above are presented 
m Thble I 

Ol the SIX ratios we aie considenng in 
respect ol three—per capita value ol output 
(V/P), value pci worker (V/W) and labour 
intensity (W/A)—a sharp incicase has taken 
place in the disparities between the States 
dunng the two decades (1962 83), the widen 
mg of disparities was more marked in V/P 
than in V/W it can be seen fiom Table I that 
the inter State variations in the three other 
ratios, viz, yield per hectare (V/A), land man 
ratio (A/P), and work participation rate 
(W/P) have remained fairly stable 

The Widening in disparities is illustrated 
simply by the contrast between the perfor 
mance ol Bihar and that ol Punjab In cons 


tant (1970-71) prices, the per capita output 
in these two States during 1962-& was res¬ 
pectively Rs 192 and Rs AST, by 1980-83 this 
range was widened from Rs 1S3 in Bihar to 
Rs 1,134 in Punjab Likewise, white the value 
per worker has stagnated at about Rs 58S 
in Bihar, it increased in Punjab from 
Rs 2,200 m I962-6S to Rs 5,063 in 1980-83 
1b understand these trends we use the two 
types of decomposition of V/P given in 
equations (1) and (2) The results are set out 
ui Ihbles 2 and 3 


Ihl^ 2 shenn that the Ineraaae in the hMav 
State disparities m per capita ploduction has 
been brought about almost wholly (accoun¬ 
ting for about 91 per cent of the total) by 
a weakening of the inverse correlation bet¬ 
ween productivity per unit of land and the 
land-man ratio This inverse correlation, a 
macro-variant ol the much-discussed size- 
productivity relationship, is of a compen¬ 
satory nature, with tow (high) land-man 
ratios generally assoaated with high (low) 
productivities, so that when it weakens (as 


TaBII-S CoMPONtNTS oi Popui aiion Okowih, 197181 

(Per cent) 


State 

Population 

Annual Kates 
Natural 
Increase 

Nei 

Migration 

Decadal Oiange_ 

CBR C DR 

Andhra Pradesh 

159 

186 

0 27 

620 

28 80 

Assam 

2 22 

1 84 

0 38 

790 

-32 00 

Bihar 

1 90 

1 84 

0 06 

18 00 

620 

(juiarat 

204 

2 31 

0 27 

9 50 

24 70 

Haryana 

198 

2 58 

060 

10 to 

-28 80 

HP 

219 

2 08 

Oil 

1090 

2910 

1 and K 

2 IS 

2 22 

0 07 

290 

16 40 

Karnataka 

1 75 

1 72 

0 03 

10 20 

26 80 

Kerala 

146 

197 

0 52 

13 70 

25 30 

Maharashtra 

163 

1 70 

007 

4 80 

27 51) 

MP 

177 

2 16 

0 39 

1 80 

660 

Orissa 

149 

l(<6 

or 

5 20 

24 30 

Punjab 

162 

2 08 

046 

12 50 

23 40 

Rajasthan 

2 48 

219 

0 29 

180 

17 70 

lamil Nadu 

125 

1 59 

0 34 

12 (Kl 

22 50 

UP 

1 30 

217 

0 87 

940 

25 30 

\^ Bengal 

11*7 

213 

0 26 

960 

1000 

Stmrte ( insus and Sample Registration Svsitm 




Tabu 6 Popui aiion Pakami iik-. and Inok srok oi A< kakian Ciiani i 

SiMPlI 


CllRHI 1 SI MIN Com 

1 l( UNIS 


(Per cent) 

levels and C hanges in 

Average Annual Kales 1971 81 

Detadal Change 

Production Per 

Populaiion 

Natural 

Net Out 

Decline 

Decline 

t apiia (V P) and 

(•rowth 

Incteisc 

Migration 

in ( BK 

inCDK 

l\r Hectare (A V) 

(C ompound 

(t BK ( DR) 





Rate) 





V/P 63 

0 27 

009 

0 35 

045** 

0 37 

V P 71 

Ois 

0 32 

0 42** 

045*» 

0 23 

C hangc (per cent) 






V/P 63 M 

004 

()42»* 

0 38 

0 38 

0 23 

V P 63 71 

010 

(1 st‘ 

0 33 

0 33 

001 

V P 71 81 

016 

0 03 

019 

0 24 

0 4I** 

VA 63 

0 37 

(1 28 

017 

012 

016 

VA 71 

0 31 

0 09 

0 26 

0 22 

017 

C hange Ipci ceni) 






\/A 63 81 

007 

0 54* 

0 37 

0 35 

0 22 

V/A 63 71 

0 28 

0 61* 

0 20 

0 29 

001 

V A 71 81 

019 

010 

0 28 

0 20 

0 35 


\ 0 Hf (1) •• mdicdles signilicancc al ihc 10 pet cent level and • at the 5 per cent level 

(2) Unlike in lahle ^ net migration i iics changes in C BR and C OR are set out here 
as net out migration rates dcelines in t HR and COR respeeiively 


Tabi r 4 Dccomi^ition or VARiANCt oi In V/A and In A/P 


Ybar 

Var(v/a) 

Var(v/w) 

>^r(w/a) 

2Cov 
(v/w, w/a) 

r(v/w w/a) 

Var(a/p) 

Var(a/w) 

Var(w/p) 

2Cov 

(a/w, w/p) 

r(a/w. w/p) 

, 1963 

01753 

01682 

01354 

0 283 

-042 

02048 

01354 

0 0739 

-00045 

-OJK 

S(I97I 




-01514 

-044 

01874 


00409 

00002 

000 

1981 

01765 

0 2590 

01685 

0 2510 

-060 

02146 

01685 

00681 

-00220 

-010 


A64 
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it haik turn -MZ to -OJS, imiicticaliy 
din^pevini) per cai»u output variations 
wid^ tffe shall discuss this phenomenon in 
detail later, hut note here that the correla¬ 
tion itself is the result of a long-term adjust¬ 
ment process through which fertile lands 
tend to attract high population densities 

The alternative decomposition given in 
IhUe 3 shows that both an Increase in the 
variation in the value per worker (77 per 
cent) and a decline in the inverse correlation 
between value per worker and the work par- 
tiapation nue (27 per cent) have contributed 
significantly to the inflation in the variance 
of per capita production More on this later 

1Vk> further decompositions ol vanances, 
respectively those of productivity per hec¬ 
tare and of the land-roan ratio, are given in 
Ihble 4. (Let us recall that these variations 
have remained more or less stable (Ikbie 2). 
Wt see from the statistics in Hible 4 some 
interesting changes that he behind the ap 
parent stability in regional variations in the 
just-mentioned variables 

The first part of Ihble 4 shows that while 
disparities have widened in both V/W and 
W/A, the inverse relationship between these 
two variables has considerably strengthened 
and has contributed to the stability in pro-i 
ductivit'’ variations* The second half of the 
table shows that across the States, area per 

Tabu 7 Corrci ati s ra Ch AiWjrs in I and 
PROIHJCTIVII Y AND 1 ABODR iNTUNSITY, 1971 81 
(Simple Correlaiinn Cocffitienis) 


Changes during 
1971 81 in 



V/A 

(Land 

Produc 

tivily) 

W/A 

(labour 

Imen 

sity) 

Land man ratio A/P 
1963 

0 38 

014 

Land-man ratio 1971 

0 33 

009 

Changes in A/P 

1%3 7I 

0 33 

0 27 

Changes in 1971 81 

0 29 

066» 

Per capita production 

V/P 1963 

0 30 

000 

Per capita production 

V/P 1971 

019 

on 

C hanges in V P 

1963 71 

008 

0 21 

Changes in V/P 

1971-81 

091* 

0 25 


Nou * denotes signiri>.ance at 5 per tent level 


Per capita output (V/P) 

Output per hectare (V/A) 

Land-man ratio (A/P> 

Value per male worker (V/MW) 

Male workers in population (MW/P) 
Male labour intensity (MW/A) 


worker and work participation rate have re¬ 
mained uncorrelated. 

There changes in inter-regional inequali- 
tita can alternatively be described in terms 
of differential patterns of growth over ume 
in the variables under study. We shall, for 
this purpose; restrict ourselves to the decade 

1971- 81 for two reasons: first, sigmflcant im¬ 
provements in productivity and production 
started taking place only towards the end of 
the sixties, and their impact, if any, is likely 
to be clearly observable only during the 
seventies, and second, we are better served 
in respect of the relevant and comparable 
data for this decade than for the sixties 

Let us to begin with, look at rates oi 
population growth, the net result of births 
deaths and migration These rates, for the 
rural part of the different States are direct¬ 
ly derived from the census counts Estimates 
of crudZTBirth and death rates (CBR and 
CDR, respectively) ate available from the 
data collected under the Sample Registration 
Systom (SRS), these refer to annual averages 
corresponding to triennia such as 1971 73, 

1972- 74 and so on (and are thus based on 
a shifting, increasing population base) We 
can, however, compute the average annual 
rate of natural increase (i e, the excess of the 
CBR over the CDR) from these data 1 he 
excess of the annual compound rate ot the 
observed population grow'h over the 
estimated annual average rate of natural in 
crease provides us with an estimate—a i rude 
one that can perhaps be reflned by better 
methods—of the annual average of the rate 
of net migration, i e, number of immigrants 
minus the number of out-migrants as a ratio 
ol the population in a given year These 
statistics are given in Tkble 3 

The rates of population growth in rural 
areas (during 1971 81) ranged from 1 2^ in 
Tkmil Nadu to 248 in Rajasthan and the 
average rate of natural increase ranged from 
I 39 in Dunil Nadu to 2 38 in Haryana T he 
estimated annual average net migration rate 
generally tended to be negative, indicating, 
an excess of out migration over in-migia 
tion—arising, no doubt, Irom rural to urban 
flow, being the most prominent among 
population transfers The exertions to this 
are in respect ol Assam and Rajasthan— 
experiencing significant net inflows into 
rural areas—and, to a much less extent, 
Himachal Pradesh, Bihar and Karnataka 
The net migration rates are generailv low 
the highest rate corresponds to Uttar 
Pradesh with an annual net out-migration 


0 319 

0 409 

0 492 

0492 

0 349 

0 386 

0 334 

0 338 

0 533 

0 337 

0 131 

0517 

0 201 

0 i7S 

0 279 

0469 

0486 

0 339 


Tam.c9. Variation BFTwrfcN(B) and wnniN 
(W) StATLS—M lan Squarfs 


Varia 

ble 

Source 1962-65 
of 

Variation 

1970-73 

1980-83 

V/P 

B 

0 86 

179 

285 


W 

006 

008 

Oh 

V/A 

B 

3 25 

417 

480 


W 

009 

010 

012 

A/P 

B 

3 47 

3 49 

3 84 


W 

012 

on 

on 

V/MW 

B 

1 35 

240 

3 14 


W 

006 

007 

012 

MW/P 

B 

046 

0 31 

0 51 


W 

002 

002 

006 

MW/A 

R 

2 36 

2 93 

3 33 


W 

010 

010 

014 


B Between States (13), W Within States 
( 233 ) 

Note I or each variable the inter district sana 
tion IS broken up into ihe between state 
anti within stale components The 
degrees ol ftcedoni are 13 and 235 
respectively corresponding to a total of 
269 dislncls in 14 stales 

rate ol 0 87 per cent ol the total population 
Similar, relatively high net out-migration 
rates arc observed in the cases of Haryana 
Punjab, Kerala, Orissa and Tamil Nadu This 
suggests that out migration is induced not 
only by conditions of stagnation in 
agriculture but also by those of prosperity 
(More on this, as well as on the implications 
of low migration lates to the changes m 
land man ratio, later) 

To see whether these variations in popula¬ 
tion parameters are lelated to the structure 
and change in agriculture, simple correla 
lions between these parameters and the levels 
and changes in such sariables as per capita 
production and yield pci hectare are com¬ 
puted (Table 6) Most of those correlations 
are weak but a few are significant Let us 
note these 

(a) rates of natural increase dui ing I97i-g| 
are positively associated with both chan¬ 
ges m per capita pioduction during 
1963 71 (and h^'nce dunng 1963 81} and 
changes in products itv per hectare This 
IS a lestaicment of the fact that Stales 
such as Punjab, Haryana, Uttar Pradesh 
and Jammu and kashmir experienced 
impressive agricultural growth along 
witfi relatively highei rates of natural in 
crease in contrast to States such as Bihar, 
Orissa and Tamil Nadu characterised by 
poor agricultural performance and low 
rates of natural increase 

(b) The detime in the birth rate during 
1971 81 IS positively assex lated with the 
levels of per capita production in both 
1963 and 1971, while the decline in the 
death rates is positively correlated only 
with Ihe increase, in per capita produc 
non It mav be noted that the decline in 
death rates has been far lower in Bihar, 
Madhya Pradesh and West Bengal— 
States that have cxperiemed drastic falls 
m per capita production 


Note Note that labour intensity, etc, are measured with respect to male workers onlv 


TaHif8 Intir Disirki Variaiions Standard DrviAiiON oi Nmlrai I<K,ARiriiMs 


Variable 


l%2-65 


1970 73 


1980 83 


Ecomsolic and nnlitinaf WMrlv I»m ta loni 


AJi< 



(c) Net out-migrttion rates are positivdy 
correlated to the level of per capita pro¬ 
duction in 1971, a reflection of the fact 
that good performers in agriculture dur 
ing the late sixties such as Punjab and 
Haryana have recorded relatively higher 
rates of net out migration 

On the whole; despite the inconclusaveness 
oi these findings, they suggest that agranan 
prosperity has promoted higher rates of 
natural increase through more significant 
declines in death rates fhey also suggest 
that prosperity-induced rural urban migra 
tion might have been an important factor in 
rural population change during 1971-81 

Ijet us now see to what extent changes dur 
11 ^ 1971-81 in the land man ratio (which has 
declined everywhere except in Punjab) or in 
per capita production—the two vanables 
standing as proxies (or population pres 
sure— have induced changes in productivity 
of land, labour intensitv and work participa 
tion rates The correlations given in Ihble 7 
show that 

(a) changes in productivity per hectare were 
positively correlated with changes in per 
capita production but uncortelated with 
levels and changes in land man ratios 
and 

(b) changes in labour intensity, i e, workers 
per hectare, are inversely related to 
changes m land-man ratios (A/P) (States 
experiencing drastic declines in gross 
cropped area per person such as Bihai, 
Thmil Nadu Gujarat, Karnataka, Andhra 
Pradesh and West Bengal have record 
cd impressive increases in the number ol 
workers per hectaie) 

These changes suggest a weak form of 
Boserupian adjustment ot labour intensity 
to a declining land man ratio it is weak 
because the results are seen in terms of im 
provements in productivity onlv to the ex 
tent that inter regional sanations have not 
widened as perceptibly as in the case of per 
capita production 


II 

Inter-District Disparities 

In this section we present dispanties with 
districts as regional units Of the districts 
covered by the Bhalla-'^«gi study, only 269 
are reuined here because we do not have 
data on all the variables for the remaining 
districts For the same reason the coverage 
in terms of the States also is different from 
that of the last section, Assam, Jammu and 
Kashmii and Himachal Pradesh not being 
included here 

CHANOtS 

Let us first look at the magnitude and 
change in intei district variations with 
icspcct to the SIX ratios discussed in the 
previous section The relevant measures 
(standard deviation of natural logarithms) 
are given in Ihble 8 C omparmg the statistics 
here with those in Table I, we see that, as 
in the case of States as units, in terms of 
districts also, disparities have widened con 
siderably in per capita production, value per 
worker, and labdur intensity (note, however, 
that here we aic considenng output pci male 
worker) Similarly, m both cases, inter 
regional variations in the land man ratio 
tended to be fairly stable In respect of the 
remaining two ratios, the inter State and 
inter district data exhibit different patterns 

while inter State variation' in productivity 
per hectare and the work participation rate 
have tended to be minimal, inter district 
variations in these two variables have widen 
ed considerably No doubt, a part ot the cx 
planation lies in the lack of pertect corres 
pondence between the two sets ot data (in 
terms of coverage and the definition ot 
workers—male and female in the State level 
data but onlv male in the distnet level data) 
Also, in the district wise analysis, the State 
average (ot, say, per capita production) is the 
average of district averages which ditters 
tiom the average computed directly foi tiu 
whole State 


But a moR important reaton for ttw dhTs 
ferential pattern » that the coune of dis¬ 
parities between districts depends not only 
on what happens at the State level but also 
on what happens within States A sundard 
d«:omposition of the total inter-district 
variaiKC into components between States 
(B) and between districts within States (W) 
IS given in Ihbie 9 

It will be seen that dispantieg between 
districts within States have considerably 


Table 12 Gdowth in Abea and Population— 
Districts Cl assimed nr Levels andChanoes 
IN 1 AND Man Ratio and Irrioation Ratio 


Increase in 
Irrigation 
Ratio 1963 8 
(Per Cent) 

Decline in Land Man Ratio 
(Per Cent) 1963-81 

1 Above 25 

10-25 

Below 10 

Growth in Area (per cent) 1963-31 

Below 10 

-83 

89 

35 7 

10-30 

98 

13 3 

280 

Above 30 

81 

18 9 

39 7 

Growth in Population (per cent) 1963-81 

Below 10 

37 3 

396 

346 

10-30 

38 4 

408 

35 2 

Above 30 

518* 

48 9 

34 8‘ 

Irrigation 

A/P I%3 (hectares) 

Ratio (per 

Below 0 3 

0 3 0/ 

Above 0 7 

cent) l%3 




Growth in Area (fif ttn ) 1963 81 

Below 20 

33 

45 

17 

20-50 

89 

64 

186 

Above 50 

13 2 

34 3 

37 1 


rVo/es (1) The entries in the table refer to 
averages over the distmis falling m 
10 each cell 

(2) The increase in imgaiion ratio is the 
difference between the levels of the 
ratios in the iwo periods 

(3) f covers Alleppey North Arcoi, 
Giridih, Dhanbad. Santal 
Paraganas, Hyderabad and 
Rangareddy and Cuddapah 

* C overs all disincis of Punjab except 
Ourdaspur 


Tabii-IO Dkomfositionoi Var (In V'P) bi-twhn Dimrk is 


3fear 

Vhrlv/p) 

Var(v/a) 

Var(a/p) 

2Cov 

r(v/a, a/p) 

Var(v/p) 

Var(v/w) 

Var(w/p) 

2< ov 

r(v/w w/p) 





(v/a, a/p) 





(v/w, w/p) 


1963 

01019 

02421 

0 2857 

0 4259 

0 89 

01019 

01287 

00405 

0 0673 

047 

1971 

01676 

0 3014 

0 2898 

04236 

0 85 

01676 

01859 

0 0305 

0 0488 

032 

1981 

Disuibutum 

02419 

0 3438 

0 3086 

0 4105 

0 79 

0 2419 

0 2676 

00772 

01029 

0 36 

of change 
1963 81 

1000 

72 6 

16 4 

no 


1000 

992 

26 2 

25 4 


Note v/p stands for In V/P tic, w/p stands for In (MW/P) where MW is the numbei of male workers 







Tabu 11 

Dt COMPOSITION Ol Var (In V/A) and Vah (In \/P) 




3fear 

Var(v/a) 

Var(v/w) 

Var(w/a) 

2Cov 

r(v w w/a) 

Var(a/p) 

Var(a w) 

Var(w/p) 

2Cov 

r(a/w, w/p) 





(v/w, w/a) 





(a/w, w/p) 


1963 

0 2421 

01287 

02206 

01072 

0 32 

0 2857 

0 2206 


0 0246 

-013 

1971 

0 3014 


02365 

01210 

0 29 

0 2898 

0 2365 


-0 228 

-013 

1981 

03438 

0 2676 

0 2907 

0 2145 

0 38 

0 3086 

0 2907 

ygm 

00593 

-020 


A-66 
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■** vnpM«|o 

:he laiict<awi mtia eip«cially during th« 
seventies. This happens because of the weil- 
locumented fact that within each States with 


Tabu 13: Chanoss in Prowsctivitv Per 
Hectare, 196341—District Averaoes 


Irrigation 

!Utio I96.« 
Per Cent) 

Und-Man Ratio (A/P) l%3 

_ m _ 

Below 0.3 

0.3-0.7 

Above 0.7 

3eiow 20 

24.4 

35.5 

37.3 

!0-50 

33.4 

46.5 

76.8 

^bove So 

36.4 

88.7 

IIS.6 

ncreaM in 

Decline in A/P 1963-81 

rrigation 


(Per Cent) 


latio 




Per Cent) 




1963-81 

Above 25 

10-25 

Below 10 

lelow 10 

22.2 

27.9 

SI 

10-30 

49.9 

53.3 

78.7 

Vbove 30 

104.0 

93.0 

117.2 


Vote: See Note I to Table 12. 


Tahii 14: Numhiroi Maii Woruks 
Ptr Hktarf- Lfvii in 1963 anuCiianoi 
(Per Cent), 196341, District Averages 


’roduciivity l.and-Man Ratio (A/P) 


Vr Hectare; 

1963 (ha)_ 

V/A) (Rs/ha) o.3 

963 

0.34.7 Above 0.7 


1 evel ol MW/A 1%3 


tclow 700 

- 

0.409 

0.274 

'00-1400 

0.971 

0.567 

0.297 

(bove 1400 

0853 

0629 

0.352 

ncrease in 

Detime in A/P 1963-81 

//A (Ptr 


(Per Cent) 


cni) 1963*81 

lO-fs” 

Below 10 

lelow 13 

19.0 

6.8 

-11.6 

3-15 

10.0 

3.4 

-1.7 

Kbove IS 

12.6 

5.1 

13.2 


Vo/e See Note I to "lable 12 


UK iwniun; cxccpiKHi Vi rumao oiiu 

Haryana, rapid and impressive growth and 
the attendant changes have been confined 
to a few well-endowed districts. For a fuller 
understanding of the widening inter-district 
inequalities, it would therefore be necessary 
to study variations within each State. We do 
not attempt this here. Instead we proceed 
with decompositions of the type made in the 
last section. 

Table 10 gives two decompositions of the 
variance in In (V/P). Since we have already 
made comparisons between inter-Slate and 
inter-district variances let us look at the co- 
variance terms. As in the case of State-level 
data, the inverse correlations between land- 
man ratio and productivity per hectare, and 
between value per worker and work parti¬ 
cipation rate, across the districts have declin¬ 
ed. But this attenuation can be seen to be 
much less severe. For example, the first of 
the above correlations has decreased from 
-0.82 to - 0.79, contributing II per cent to 
the inflation m var (In V/P) (whereas, bet¬ 
ween States, as we saw before, the correspon¬ 
ding contribution was as high as 91 per 
cent—Table 2} Likewise, the contributions 
of variances ol v/w, w/p and the co-variance 
between them are also radically different 
across States and across districts. This.kind 
of a different lal pattern clearly suggests that 
while these inverse correlations have prac¬ 
tically disappeared in terms of States as a 
whole, they continue to hold (at whatever 
level) within each State across the districts. 
I\vo turther decompositions, respectively of 
variances in v/a and a/p are not very infoi 
mative (Table II). 


RfSPONSES 

Let us now see what these trends in inter- 
district disparities imply to the manner in 
which either population or land use variables 
have responded to dcclimng land-man ratios. 
Since land-man ratios are measuied in terms 
Of surface area (gross cropped area per rural 
person) of varying fertility, a further classi- 


iiuiiiun oj Kveis oi iirigation iniensiiy (gross 
irrigated area as a ratio of gross cropped 
area) provides some means of identifying 
patterns in change 

First, we look at the expansion in gross 
cropped area and population. Table 12 gives 
the average rates of increase in area and. 
population of districts classified according, 
to change^ in the land-man ratio and the irri¬ 
gation ratio 

Distnets experiencing minimal declines in 
A/P have the highest rate of expansion in 
area. Of course, there is a circularity in this 
finding. To see how the initiai levels of A/P 
and irrigation ratio have influenced rates of 
expansion in area, the data according to the 
relevant classification are presented in the 
bottom third panel of Ihble 12. It can be 
seen that area expansion has been rapst im¬ 
pressive in districts with an irrigation ratio 
in l%3 in excess of SO per cent, and espeaal- 
ly those where the land-man ratios have also 
been relatively high in 1963. Districts with 
tow base (1963) levels of irrigation ratio and 
land-man ratio have a poor record of expan¬ 
sion in area. Turning now to population 
growth, we notice, as expected, population 
increases being positively associaed with 
declines in land-man ratio (causation 
possibly running both ways). Despite ihc<r 
poor inferential value, these data arc grci 
here to show that most districts in Punjab 
(except Gurdaspur) appear at the bottom 
right hand corner of flits panel (with decline 
in A/P less than lO per cent and increase 
in irrigation ratio above 30 per cent) and on 
the average record a somewhat low popula¬ 
tion growth during l%3-8l of 34 8 per cent. 
Since the rale of natural increase in this Slate 
was relatively high (following an impressive 
decline in death rates), the low rate of 
population growth may well be the result of 
prosperity-induced rural to urban migration. 
This inference is of course no more than a 
guess. 

Table I3 gives the average increase in pio- 
ductivity per hectare (V/A) in districts 
classified according to levels and changes in 
A/P and the irrigation ratio We see that 


Tabu A! StAii wise Data 


V/P V/A A/1‘ 



l%2-65 

1970-73 

1980-83 

1962-65 

1970-73 

1980-83 

l%2 65 

1970 71 

1980 81 

Sndhra Pradesh 

32640 

298.32 

374.82 

822.67 

bSI.99 

1265 82 

040 

0 15 

0.10 

sssam 

342.09 

319.93 

320.17 

143080 

1570.97 

1614 45 

0 24 

0 20 

0 20 

lihar 

192.44 

190.61 

153.35 

795 70 

901.49 

92100 

0.24 

0 21 

017 

lujarai 

354.41 

363.70 

400.51 

611.89 

790.83 

1032 02 

0 56 

0 46 

0 19 

laryana 

429.85 

576.39 

679.60 

687 .15 

1037 74 

1353 85 

0.61 

0 56 

0 5(1 

IP 

211.96 

240.25 

217.47 

713.41 

878 16 

941% 

010 

0 27 

0 21 

and K 

175.63 

226.84 

258.09 

693 83 

105122 

1332.97 

0 25 

0 22 

019 

l.arnataka 

329.11 

345J7 

357.77 

610.29 

798 44 

925.98 

0.54 

0 41 

0 19 

(erala 

273.47 

327.77 

265 75 

1864.55 

2197 18 

2148.83 

015 

0 15 

012 

daharashtra 

.305.12 

199.02 

325.47 

.505.13 

418 55 

693 78 

060 

0 4h 

0 47 

4P 

323.94 

315.50 

295 50 

512.% 

556 II 

604.08 

0 61 

0 ■■ 

0 49 

)rissa 

324.68 

290.65 

298.41 

917.84 

901.54 

887 99 

0 15 

0 12 

0 14 

*unjab 

487.30 

788.64 

1134 38 

1047.58 

1644 33 

2268 76 

(147 

0 48 

0 50 

lajasihan 

251.69 

301.93 

267.56 

121.61 

420.01 

445 12 

0 78 

0 72 

0 60 

amil Nadu 

343 45 

383.14 

317.05 

1267 44 

1522.99 

1675 45 

0 27 

0 25 

019 

JP 

262.92 

300.40 

343.79 

744.35 

914.56 

1214 95 

0 15 

0 11 

0 28 

Vtsi Bengal 

283.74 

288.89 

255 81 

1210 58 

1376.25 

1452 97 

0 21 

Oil 

018 


Vo/e; V/P; Value of production per capita (Rs 1969-70 prices) V A VUluc of production per hectare (Rs 1969 70 pntes) A/I’ Oioss cropped 
area per rural person (hectares) 

>oir/«'e’ Compiled Irom Bhalla and Tyagi (1989) and Cen.iis of India 
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Tam A2! Sixnw«e.DAiA 





V/P 

, 



W/A 




W/P 




I962-6S 

1970-73 

inO-83 

1962-65 

1970-73 

198043 

I9624S 

1970.73 

1980-83 

Andhra Pradesh 

810.92 

858,00 

1017.44 

1014 AS 

993J)0 

1244.12 


40.25 

34.77 


36.84 

Assam 

1210.75 

1570.97 

1711.41 

1181.75 

1000.00 

943.34 


28.25 

20.36 


18.71 

Bihar 

586.05 

686.22 

585.32 

1357.72 

1313.71 

1573.50 


32.84 

27.78 


26J0 

Gujarat 

1028.66 

1317.30 

1483J4 

614.29 

600.34 

695.50 


34.45 

27.61 


26.99 

Hkryana 

1490.68 

2840.86 

3195.53 

461.10 

365.29 

423.67 


28.84 

20.29 


21.27 

HP 

494.92 

802.52 

831.56 

1441.46 

1094JtS 

1135.16 


42.83 

29.94 


26.15 

JandK 

511.84 

947.25 

1145.42 

1355.56 

1109.76 

1163.74 


34.31 

23.95 


22.53 

Karnataka 

888.36 

1190.22 

I12C.43 

686.99 

670.83 

820.59 


37.05 

29.01 


31.70 

Kerala 

1824.73 

2035.74 

2054.91 

1021.82 

1079.40 

1045.70 


14.99 

16.10 


12.93 

Maharashtra 

721.61 

601.99 

918J2 

700.00 

695.27 

755.33 


42.28 

33.06 


35.43 

MP 

728.62 

924.44 

827.48 

704.01 

601.57 

730.02 


44.46 

34.13 


35.7! 

Orissa 

1002.71 

1119.16 

1102.43 

935.30 

805.56 

805.49 


32.38 

25.97 


27.07 

Punjab 

2200.41 

3440.49 

5063.08 

476.09 

477.94 

448.10 


22.15 

22.92 


22.40 

Rajasthan 

639.45 

1100.77 

1043.31 

502.94 

381.56 

426.64 


39.36 

27 A3 


25.65 

'Amil Nadu 

988.82 

1278.46 

935.54 

1281.77 

1191.27 

1790.89 


34.73 

29.97 


33.89 

UP 

820.67 

1095.10 

1341.03 

907.00 

835.14 

905.98 


32.04 

27.43 


25.‘64 

West Bengal 

1241.23 

1359.53 

1235.46 

991.42 

1012.30 

1176.06 


22J6 

21.25 


20.71 

Afore V/W: VSalue per worker (Rs 1969-70 prices) 










W/A: Number of workers per 1000 hectares 










W/P: Ratio of workers to population (per cent) 









Source: Same as for Table A1 
















Tabie A3: In( RbASL (Pett Cent) txjRiNC 1963-81 and 1971-81 









l%3-8l 






1971-81 





P 

V/P 

V/A 

A/P 

V/W 

W/A 

W/P V/P 

V/A 

A/P 

V/W 

W/A 

W/P 

P 

Andhra Piadrsh 

33 44 

14.84 

53.87 

■ 25.37 

25.47 

22.64 

-8.47 25.64 

48.57 - 

15.43 

18.58 

25.29 

5.95 

17.09 

Assam 

61.82 

-6.41 

12.84 

17.05 

41.35 

-20.17 

- 33.79 0.08 

2.77 

-2.62 

8.94 

-5.67 

8.14 

29.93 

Bihar 

38.46 

20.31 

15.75 

-31.16 

-0.13 

15.89 

-20.21 19 55 

2.16 - 

21.25 

-14.70 

19.78 

5.68 

20 71 

Gujarat 

4.5.% 

13.01 

63.32 

30.81 

44.25 

13.22 

-21.66 10.12 

30 50 

-15.61 

12.64 

15.85 

-2.24 

22 40 

Haryana 

50.75 

58.10 

%.97 

-19.73 

114.37 

-8.12 

-26.25 17.91 

30.46 

-9.62 

12.48 

15.98 

4 82 

21.69 

HP 

43 12 

2.60 

32.32 

22.46 

68.02 

-21.25 

38.93 - 9.48 

7.49 ■ 

15.79 

3.62 

3.74 - 

12.64 

24.21 

J and K 

46.88 

46 95 

92.12 

23.51 

123.78 

-1415 

-34.33 13.77 

26 80 

10.28 

20.92 

4.86 

-5.91 

23.68 

Karnataka 

18.22 

8.71 

51.73 

28.35 

27.03 

19,45 

-14,42 3.62 

15.97 - 

10.65 

-5.19 

22.12 

9.29 

18.92 

Kerala 

38 00 

-2.82 

15.25 

- 15.68 

12.61 

2.34 

-13.71 -18.92 

2.21 - 

-17.09 

0.94 

-3.12 

19 68 

15.64 

Maharashtra 

.V .37 

6.67 

37.35 

-22.34 

27 29 

7.90 

-16.20 63.53 

65.76 

1.34 

52.58 

864 

7.18 

17.58 

MP 

42.47 

8.78 

17.76 

■22 54 

13.57 

3.69 

-19.68 6..14 

8.63 - 

-1.3.78 

-10.49 

21.35 

464 

19.20 

Orissa 

36.26 

-84)9 

5.31 

-2 93 

9.94 

-13.88 

16.40 2 67 

1.50 

4.24 

-1.49 

-0.01 

4.23 

15 92 

Punjab 

35% 

132 79 

116.57 

7.49 

130.10 

-5.88 

1.17 43.84 

37.97 

4.25 

47.16 

6.24 

2.26 

17 48 

Kajasthun 

52.25 

6.31 

38.40 

23.19 

63.16 

-15.17 

-34.84 - 11.38 

5.98 

16.38 

. -5.22 

11.81 

6 50 

27 8.1 

Tamil Nadu 

27 45 

- 7 69 

.32.19 

- 30.17 

-5.39 

39.72 

-2.43 17.25 

1001 - 

24.78 

-26.82 

50.33 

1.1.08 

1,1.24 

UP 

.36.43 

30.76 

63.22 

-19.89 

63.41 

O.lt 

- 19.98 14.45 

.32 85 

13.85 

22.46 

8 48 

6S4 

19 89 

\k<:st Bengal 

44.24 

9 84 

18.07 

-23.64 

-0.46 

18.62 

-9.42 11.45 

5.57 

16.13 

-9.13 

16.18 

2 56 

20.42 


Mole: P stands lor rural population Uerinitions of other variables arc in the notes to Tables A2 and A3. 


productivity expansion ts positively 
a$.sociatcd with base (l%3) levels ol the two 
classtficatory variables. The most imprcs.sive 
growth has taken place, moreover, in area.s 
experiencing high rales of expansion in ir¬ 
rigation and low rates of decline in land-man 
ratio. In particular, there is no evidence of 
an adjustment m terms ol improvements in 
productivity as a response lo drastic falls in 
the land-man ratio. 

Finally, in lable 14 we present changes in 
labour iniensity (niimbei ol male workers 
per hectare). 1'he first hall ol this table 
shows that, during the base period, levels of 
labour intensity are, as expected, positively 
associated with productiviiv and inversely 
with the laud-man ratio. I he second half of 
the table gives the rates ol change m the 
labour intensity during 1971-81. These tend 
to he negative in areas experiencing minimal 
falls in the land-man ratuvs, which have 
earliei been identified as districts with im¬ 
pressive records ol growth m productivity. 
On the other hand, districts experiencing 
severe declines in land-man ratio record a 


significant increase in labour intensity. This 
is a weak type of Boserupian response, refer¬ 
red to earlier. 

Ill 

Concluding Remarka 

The agricultural growth strategy employed 
in India, of concentrating effort and invest¬ 
ment of resources in well-endowed, irrigated 
regions of the country has, of course, paid 
rich dividends in terms of increases in agri¬ 
cultural production, especially of food, at 
the national level. But the price that has been 
paid is all too obvious: inter-regional in¬ 
equalities have worsened and have been 
leading to political tension. 

The effeas of growing inequalities in food 
production are mitigated to some extent 
through the public distribution system. 
However, the lack of improvements in pro¬ 
ductivity and of expansion in employment, 
in agriculture as well as in relal^ sectors, 
leaves the rural poor in the neglected regions 


untouched by the visible national growth. 

Population movements tend to be negligi¬ 
ble in relation to the total numbers at the 
district and State levels. The course of 
population growth has been dictated above 
all by a continuously declining mortality 
rate. The consequences of the resulting, 
nearly universal, decline in the land-man 
ratio are serious for those at the bottom end 
of the landholding scale. Labour intensifica¬ 
tion has to be understood thus in the con¬ 
text of a spatially uneven growth process and 
of restricted possibilities for migration for 
work. 

An interpretation of this may be possible 
in terms of the models of Malthus and 
Boserup. However, both these are ‘closed* 
ones in spirit and, therefore, only when the 
roles of the state, and of population 
movements arc brought explicitly into the 
analysis, would they be useful. In particular, 
while the processes of adjustment between 
population levels and resources are un¬ 
doubtedly real, they can only be described 
in specific historical contexts. 
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HYV Ibchnology: The Polarisation and 
Immiserisation Controversy 

G Puthasarathy 

The interaction between technology and institutions is complex and it is not easy to disentangle the social im¬ 
pact of technology without reference to the social institutions through whuh it generates its impact Nor is it 
very rewarding to try to abstract the effects of technology per se This pa/m does not pretend to establish the 
causal relationship between technology pet se and social change. Instead, it follows a 'before and cfter'and ‘with 
and without’ approaih to illuminate the nature of change associated with technology 
Section / of the paper deals with technology and trends in polarisation and proletarianisation and Section II 
with differences in trends in polarisation and proletarianisation between technologically leading and technologically 
lagging States Section III discusses wages, unemployment and immiserisation in technologically leading and lag¬ 
ging Stales, Sectionli' examines inequality, non agricultural employment and sustainability of capitalist farming 
in technologically leading Slates and Section V deals with class formation in technologically leading and lagging 
Slates 


INIKOUIK IION 

WRITINCiS dunng the edily phase of green 
revolution [Parlhasaralhy, 1970, Frankei, 
1971, Byres, 1972, Dasgupta, 1977] predicted 
transformation of the direct producers into 
proletariat, demise of share croppers, 
polaiisation of luial society into kulaks and 
proletariat and immiserisation Some of 
these also predicted that red revolution 
would follow green revolution 

During the same early phase there were 
not only different but opposite perception' 
iVhultr, 1964, Mellor, 1973, Ruttan, 1977] 
As per these perceptions, the ne-w technologv 
m agriculture contributed to the growth of 
a class of enterprising owner cultivators in 
the place ol rentiers, increased the v.abihtv 
of the small cultivator, contributed to growth 
and poverty alleviation through its favour 
able effects on employment and real wages 
The causal relationship between new 
technology on one hand and proletarianisa 
tion and immiserisation on the other is 
denied because new technology is considered 
scale neutral and the technual complemen 
tarity between modern varieties and labour 
displacing machineries is questioned In 
these perceptions, the real danger of 
polarisation is not because of new techno 
logy but because of insufficient progress in 
technology In the absence of technological 
progress, it is argued, high demographic 
pressures push down employment and wage 
levels, raise land rents, strengthen feudal 
dominance and intensify the social conflicts 
between land owners and landless Lven 
effective implemet.tation of land reforms 
cannot be expected {Hayami, 1981, Hayamt 
and Kikuchi, I98S] 

Quite a few studies in the past sought to 
throw light on these conflicting propositions 
[Hanumantha Rao, 1973, Johl, 1975, 
Rajaraman, 1973, Bhalla and Chadha, 
1982] But in all these studies the data used 
pertain mainly to the early phase of the 
green revolution This paper presses into 
service a wide range of secondary data on 
trends in the 70s and early 80s on land¬ 


lessness, employment, real wages, and in 
equalities to throw light on the nature of 
social impact associated with HYV 
technology 

It IS relevant to note that the social im 
pact that we observe is the compound in 
fluence of interaction between institutions 
including markets, technology, and 
demography All these are affected by the 
policy interventions of the State In fact, the 
HYV technology which occame pervasive 
since the late 60s was preceded by land 
reforms which had the effect of weakening 
the feudal base of agriculture Policy in 
lervenlions of the state also contributed to 
the emergence and growth of a whole set of 
institutions which integrated the rural 
markets with the wider markets The growth 
of credit institutions, co-operatives, commer 
cmI banks and regional rural banks con 
tributed to the integration of rural money 
markets with the wider markets Similarly 
new political institutions created channels of 
integration of local power with State power 
and created effective pressures for the exten 
sion of social and economic infrastructure 
to rural areas These helped to link up local 
product markets with the regional and na 
tional markets and prepared the ground tor 
the emergence of an entrepreneurial class in 
the place ol rentier class, with varying levels 
of successes in different regions of the coun 
try I urther, favourable terms of trade for 
a decade and a half preceded the HYV 
technology Policy interventions not only 
provided the institutional climate for the 
spread of the new technology but also were 
directed towards moderating the possible 
adverse impact Further, the HYV techno 
logy should be seen as an extension of com 
mereialisation of the markets, which has 
been achieved even within tlw frame of tiadi 
tional agriculture, to input markets, though 
It ha' meant a quaittative change in terms 
of Its stronger impact on the multi stranded 
personalised relationships within a rural 
community 

The interactions between technology and 
institutions is complex It is not easy to 


disentangle the social impact of technology 
without reference to the social institutions 
through which it generates the impact Nor, 
IS It considered highly rewarding to abstract 
the effects of technology perse This paper 
does not pietcnd to establish the causal r^- 
tionship between technologv per se and 
social change Instead, it follows (a) before 
and after approach, and (b) with or w *hout 
approach to illuminate the nature of change 
associated with technology In the before 
and after approach, the change observe in 
a vanabic relevant to polarisation and im- 
miserisation in the 7(K, a period of rapid 
spread of the technology, is compared with 
the 60s, a period marked by the beginniiv 
of the ‘green revolution’ The limitations of 
two time point data are recogntsed in inter¬ 
preting the trends For the ‘with or without 
approach' the data for technologically 
leading States are contrasted with the 
technologii ally most lagging States 
Wherever possible, both the approaches, viz, 
before and after and with or without 
approaches are combined 

Section 1 of the paper deals with techno¬ 
logy and trends in polarisation and pro- 
letananisation. Section 11 with differences 
in trends in polarisation and proletariamsa- 
tion between technologically leading and 
technologically lagging States, Section 111 
with wages, unemployment and immiserisa 
tion in technologically leading and lagging 
Slates, Section iV with inequality, non- 
agncultural employment and sustainability 
of capitalist farming in technologically 
leading Stales, and Section V with class for¬ 
mation in technologically leading and lag¬ 
ging states 

I 

Tt'chnology and Trrnds in 
Polarisation and Proletarianisation 

I^}larlsatlon of rural society into kulaks 
and proletarians is the culmination of a long 
historical processes, viz, growing class dif¬ 
ferentiation, increased landlessness, transfor¬ 
mation of direct producers into a class of 
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labounn, cuuiUsatkm, and coooentiMion 
of luid and other means of production in 
the hands of a few capitalist farmers. Even 
in dw United Kingdom, the classic case of 
capitalist farming, the process was long and 
tortuous (Parthasarathy and Pothana, 1984). 
In France, the stubborn persistence of tlw 
»nall peasant economy despite capitalism’s 
ondanght after the French revolution, is an 
eloquent testimony to the dangers involved 
in dogmatically asserting a form of organic 
transition in which the peasantry is quickly 
swein away. Further the transition to 
agrarian capitalism has taken different forms 
which implied only a slow process of 
polarisation in rural society. In Latin 
America, transnational capital and modern 
technology have penetrated agriculture 
through ‘contract farming road’, and without 
appropriation of the land of the peasant pro¬ 
ducers. In Japan, Korea and Taiwan capital 
and technology have penetrated agriculture 
with small owner-cultivating peasantry as 
small farms had been put under the direct 
control of State monopdy capitalism so that 
there could be no capitalist development in 
agriculture [Byres, 1986]. In the In^an con¬ 
text, we should expect polarisation to be a 
slow process within agriculture. Firstly, the 
continuing imperfections in the land market 
do not facilitate concentration and con¬ 
solidation of land within capitalist farms. 
The absence of opportunities in non- 
agricultural employment for dispossessed 
peasants forces them to hold on to their tiny 
bits of land and survive by ‘self-exploitation’. 
Thirdly, the low level of industrialisation 
retards progress of capitalist farming. It is 
i^ainst this background that we consider the 
critical elements in trends associated with 
polarisation. 

LANDLtSSNFSS AND NEAR l.ANDl LSSNES.S 
BY OWNERSHIP 

The distribution of owned holdings, at the 
all-India level, for four points of time, viz, 
1953-54, NSSSlh Round; 1961-62; NSS 17th 
Round, 1971-72; NSS 26th Round, and 1982; 
NSS 37th Round is examined with focus on 
changes in the position between 1971-72 and 
1982 with the corresponding changes in the 
position between l%t-62and 1971-72, ignor¬ 
ing 1953-54. Siawant [1990, p 136] notes that 
‘from 16th Round onwards the distribution 
of household ownership holdings remained 
comparable between the rounds', and 
household ownership distribution given by 
the 8th Round is not comparable with that 
derived from any of the successive rounds. 

The totally landless (those owning either 
no land or with land less than 0.(X)2 hectares) 
showed a decline from 11.68 per cent of the 
rural households to 9.64 per cent in 1971-72. 
This decline was reversed, with a rise from 
9.64 to 11.33 per cent in 1982, suggesting the 
association of advance in technology with 
growing landlessness. We use an alternative 
measure, i e, the near landless which indudes 
also households with less than 0.41 hectares. 

I By this measure, the percentage of near 

A-TO 


landfen which fbnped 44Ji Mr dent rage 
s^Uy to 44.87 per cent in I97t>1l^ The rale 
of riK was much higher in tiicddeade 1970s 
with increase to 48.21 per cent i^n sug¬ 
gesting the association of advances in 
technology with growing landlessness. 

We use three alternative measures to judge 
the changes in the pattern of distribution, 
(1) Gini coefficients of concentration; (2) 
shaft of land held by the category of large 
owners; i e, holding more than 10 hectares 
and (3) share of area of bottom 60 per cent 
of ruiai households as compared to the share 
of top 10 per cent in the area. 

The Gini coefficients of concentration of 
ownership declined from 0.73 in 1961-62 to 
0.71 in 1971-72 and remained constant at 0.71 
in 1982 [Sarvekshana, October, 1987, p 9]. 
The inference is that the period tusociated 
with advances in technology is marired by 
reversal of trends of decline in concentration. 

The share of large owners, deHned as 
tho.se owning more than 10 hectares, showed 
a continuous decline both in terms of 
numbers and area. Three major factors have 
been at work in bringing about this result; 
ceiling laws, transformation of the feudal 
holdings into smaller capitalist farms with 
higher degree of capital intensifleation; and 
demographic pressures. All these three fac¬ 
tors set a limit to consolidation and concen¬ 
tration of land in large sized kulak farms. 
Further, land, as a measure of the share of 
large farms, is inadequate in the context of 
growing capital intensification of farms. 
However, by this measure, recorded data at 
the all-India level does not suggest that ad¬ 
vances in technology are associated with 
growing centralisation and consolidation ot 
land in large farms. ln.stead the shift from 
feudal to capitalist farms has been taking 
place simultaneously with a reduction in the 
share ol large farm.s, defined in term.s of 
physical extent of land. 

A better measure, in the context of grow¬ 
ing demographic pressures resulting m a 
decline in the size of land of all groups of 
farmers including the large, is to judge the 
share of area of decile groups of households 
over time. The results based on NSS Rounds 
(with required interpolations) are presented 
in Table I. 


Tbese show a«t the ttune^rwt wpar 
cent of the top owneraMp Bfoup of 
households has shown hardly any decline 
over the period despite the observed reduc¬ 
tion in the share of holdings above the edi- 
ing level. These data corroborate the in¬ 
ference drawn from Gini coefficients. Thme 
is also ah indication of a sharper differen¬ 
tiation among the peasantry, since capital 
intensification on the top 10 per cent of the 
holdings has proceeded at a faster pace than 
on the bottom group of ownership of 
holdings. 

OPERATIONAL HOLDINGS AND 
CONCENTRATION 

The Gini coefficients of concentration of 
operational holdings were 0.58 for 1960-61, 
0.59 for 1971-72, and 0.63 for 1982. These 
show a continuous rise. The rise is much 
more perceptible during the’ period of the 
second phase of green revolution. But the 
observed steep rise in the Gini coefficient 
could partly be due to the inclusion of 
operational holdings of squatters in the 37th 
Round and their exclusion in preceding 
rounds [Sawant, 1990. p 40J. 

The share of households with large opera¬ 
tional holdings, as in the case of large owner¬ 
ship holdings, shows a steady decline both 
in terms of numbers and area. The changes 
in the distribution of operational holdings 
do not suggest any trends towards growing 
concentration with large holdings when 
largeness is measured only by the extent of 
land. Capital intensification has grown with 
reduced share of the large farms in the total 
number and their area. 

A more meaningful protlle of the distribu¬ 
tion of operational holdings and concentra¬ 
tion could be got from the shares in area for 
the decile groups (Table 2). 

This shows that the second phase ol green 
revolution has been mai ked by a rising share 
in the operated area of the top 10 per cent 
of the holdings and a steep fall in percen¬ 
tage share of the bottom 60 pei cent. This 
may be compared with ownership distribu¬ 
tion shown earlier. Growth m concentration 
of area in the lop 10 per cent is much more 
in the operated area than in the owned area. 
Changes in the lease market provide an ex- 


1 ABi t 1; Distrisution oi Ownckshii’ bv Fractii r Groups 


Year 

Bottom 60 Per Cent 

Middle 30 Per Cent of 

Top 10 Per Cent of 


of Rural Households 

Rural Households 

Hou.<>eholds 

1961-62 

5.95 

48.28 

45.79 

1971-72 

8.62 

45.25 

46.13 

1982 

8.81 

44.86 

46.33 

Source: 

Relevant NSS Rounds. 




Tamil 2: Distribution or Operation by Fra( rut Groups 

Year 

Bottom 60 Per Cent of 
Operational Holdings 

Middle 30 Per Cent 

Top 10 Per Cent 

1961-62 

18.75 

39.42 

41.83* 

1970-72 

18.63 

42.19 

39.18 

1982 

13.85 

39.80 

46.35 


Source: Relevant NSS Rounds. 
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phUHttkw fbr thlt (fifliereffce in tlM levdfc of 
concentRtion between ownership on one 
band and operation on the other 

A ooropanson of the percentage of leased- 
in to opoated area for 1900-61, 1971-72 and 
1982 reveab that agncultural tenancy for the 
entire country remained stable in the 1960$ 
at around 101 per cent ot operated area a$ 
the lease market shrank in seven States and 
expanded in six States But the aggregate 
tenancy significantly declined during the 
1970s when the lease maiket shrank in all 
the States and to 7 27 pet cent in 1982 
[Swamy, 1988, p SS7] 1 his suggests that the 
period associated with advances in techno 
logy was marked by dectme in tenancy as 
compared to the early phase oi green revolu 
tion ( orresponding to the decline in the 
percentage leased in to 0 |)crated area, the 
tenant households as a percentage of the 
cultivating households declined trom around 
one-lourth of Ihi total to 17 78 per cent 
While the leased in area ot the marginal 
farmers continued to be in excess of the 
leased out area, the iici leased in area as a 
percentage ot the operated area showed a 
consideiabic decline (Swamv, 1988, p ^611 
1 he second phase ot the green revolution is 
marked bv duereased access to land through 
the lease market Iqi the small larnier The 
chaiige’' in the lease market associated with 
green lesolution ha tontiibiiied lo the gnnv 
ing pioirtariai class IHvits 19811 

PROI I lARIANIVSIKIN ANIX ASLIAI ISAIION 

llic Loncept prolctariaiiisaiion has a 
distinct meant u <» Maixian liicraitirt 
jPaithasaraths, 19'’8) liisils ii implies 
growth III hired labour which is disjiiissess 
ed ot the means oi piodiietion lh,s is a 
necessary but not a sutlicnm eondition 
Such laboui must bi liu lo sill labour 
power in llu sens' il is not tiid lo a pir 
iicular emplovti I" bondag ol u uis shatt 
cropping and traditional ittaihiiicnts ol 
patron ilicnt rclatioiidii[ s ( real ion ol 
‘surplus value used li>i liiitlur anunuila 
non IS anoihei eondiiioii lo ihai.u tense a 
hired labourer as a pioltiatiai A tiu’her 
coiidilioii IS class consciousncs A pin 
tetanat tiaiiscends till barners ot caste kin 
ship and religion Prolelaiianisation is the 
counterpart of capitalist tanning Oisen the 
slow and uneven prtKess oi development ot 
capitalism within agnciiliorc, even while 
capitalism is penetrating into agneiiliiire u 
may not manilesi itself in pioleiananisaiion 
in the classic sense Rastyannikov [19811 a 
Soviet scholar characterised the situation 
which does not saiisf) the classic coiinoia 
tion, except the fust eondiiion, as ‘piuio 
proletarial’ It is in this sense we use the con 
cept here Though landlessness should not 
be identified with proletarianisation, it is a 
critical determinant of it in denselv 
populated agrarian economies 

There has been an acceleration ot the 
percentage of near landless in the 7fls as 
compared to the 60s Such an acceleralioii 
has also been noted in the lase ol 
agricultural labour households 1 he wage 


employed as a percentage of total workers 
as ^ 1983 was close to around 40 per cent 
The growth in the rural proletariat has been 
marked by a faster rate of casualisation ot 
workers 

In brief, at the aggregate all-India level, 
the second phase of green revolution was 
marked by faster pace of proletarianisation 
and casualisation of labour in rural society 
even in the absence of increased consolida 
lion and concentration ot land m the large 
farms 

II 

Folarigation and PruirtarianUation 
in Terhnoltiifirall)' Larading and 
Lagging States 

The preceding approach, while ii 
distinguishes ihc second phase of the HYV 
lechnology from the first phase, does not 
separate the effects of technology tiom iMher 
effects Wt seek to throw light on this by 
lontrasting the trends in Ihc technological 
ly leading States with the technologicallv lag 
gmg States ignoring the States at the in 
termediatc level The technologically leading 
States are Punjab and Haryana and the 
technologically lagging Stales considered ait 
Bihar, Orissa and Madhya Piadesh 

Iwo measures are used to judge the trends 
in marginalisaiion landless by ownership, 
and neat landless by ownership, i e bv in 
eluding those who owned less than 0 41 
hectares among the landless By ownership 
criterion thi second phase ol green revolu 
non IS markid by reduced landkssncsv 
in the technologically leading Slates ' 
lechnulogically lagging'States show a inis 
cd picture Bihar shows reduced landicssncs 
hs ownership criterion but mertasc'd n.ai 
landless by ownership criteiion Madhy,i 
Pradesh shows growing landlessness by both 


the entem In Orissi there is a mixed pic¬ 
ture V/e judge that technology per se has 
not contributed to growing landlessness by 
ownership criterion 

As regards trend in concentration between 
the two groups of States, in the techno¬ 
logically leading States, Gini coefficients of 
ownership show a fall during the 70s. In the 
technologically lagging States, both Bihar 
and Oiissa show a reduced concentration 
while Madhya Pradesh shows a rise 

Ciini coefficients ot operational holdings 
show a rise both in technologically leading 
as well as technologically lagging States It 
however needs to be pointed out that 
technologically leading Staley show a 
sharper rise m the concentration ot opera¬ 
tional holdings [Haque, 1987], as medium 
and large owners increase thm share of 
leased in area and also resume land for 
selt-cultivaiion 

iKiiNouxiy and ItNANty 

1 he second phase ol technology is 
associated with a rapid decline in the petcep- 
lage area under tenancy Such decline is not 
however restricted to the technologwaily 
leading States But as compared to I960 
the technologically leading Slates rate of 
decline m tenancy has been faster 'n the 
percentage of leased in area continues to be 
fai higher m ihc terhnologicallv leading 
States <see lable 4) 

With ilic imcrgeme of the middle owner 
as tenant in Ihc lease market the smalt owrner 
who was torinerlv leasing in has less oppor¬ 
tunities to improve his possession c f land 
and drifts into Ihc ranks of agricultural 
labour Reduced access of land to the small 
owner though leasing in has been con- 
inbiiting to the growth o* proto-proletarial 
both in Uchiiologicaliv lagging and leading 
Slates 


IVBII 1 OROWIIIIII PkOI I UKIS-USIKI, R> AllIfNMI MlAaRI-S 


It en en/ogej 



1 «ll> SlMKS 

1 

Larlj ‘■cstimes 

Failv tigluies 



— 


l 1 andless and near landless bs 

ownership 

41 '1 

44 87 

48 21 

2 Near landless hy operational holdiiii s 

1 M 

21 ii 

3)01 

t Agricultural labour households m 

total rural households 

M Ml 

'S 40 

10 70 


(ten 19Sf> '”») 

(lor 1974 75) 

(tor 1981) 

4 Percentage of casual agrtculiural 
labourers in lolal rural workers 

Males 

Ih 10 

19 50 

21 50 

t-emale 

2'’ ■'0 

29 20 

3) 40 

S Wage employed as percentage ot all 
ruial workcis 

Males 


4110 

39 60 

Umales 


t5 50 

37 80 

6 ( asual wage earners in wage employed 

Males 


64 Si 

72 72 

Females 


88 45 

91 80 


Source Row' 1 and 2 keh'ani NSS Rounds 

Rows 3 and 4 t iled bv Jceniol Uiim 1989 
Rows S and 6 f rum Vaidyanalhan 1986 
Niat lai'dless holdings below 041 hectaics 
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In the technologically leading Stales, the 
changes m the lease market contribute to 
growing proletarianisation, while in the 
technologically lagging States demographic 
factors had a more significant influence 
However, it needs to be noted that techno¬ 
logical development, while it has contributed 
10 the emergence of capitalist tenancy, has 
not reduced the importance of subsistence 
tenancy even in Punjab 
The trends towards increase in wage 
labour (males) in rural areas have been noted 
from tlic NSS data (Vaidyanathan, 1986] 
The rise in the proportion of wage labour 
was noted in evcrv State The notable excep¬ 
tions are Kerala, the State in which propor¬ 
tion of wage laboui exceeded SO per cent 
even in the 1970s. and Maharashtra where 
there was a decline as compared to the severe 
drought conditions of 1972 73 The data 
presented do not show that wage labour grew 


fABita 1 1 AstD IN OeiHAtin Aria 
111 HNOltKiK Al IS I LADINli AND I A(j(,INC> 
SlATtS 


Sutc 

Percentage ot I eased in 


in Operated Area _ 


I960 61 

1971 72 

1982 

Technologically 
leading Stairs 




Punjab 

15 19 

2801 

17 59 

Harvana 

- 

23 16 

17 86 

Technologically 
lagging States 




Bihar 

10 25 

14 50 

9 88 

Oiissa 

1075 

1146 

7 84 

Madhya Pradesh 

640 

746 

178 


Source' Swamy Dahp, S |l98Hj Tables I and II 


at a faster rate in the tedmologicaHy leading 
States as compared to technoli^cally lagg¬ 
ing States between 1972-77 and 1983 (see 
Ihbles 5 and 6). Part of the reason is that 
the technologically leading States depend 
heavily on migrant wage labour from other 
States and this is not reflected in the rural 
household data If a faster pace of capitalist 
farming has contributed to the growth of 
wage labour in technologically leading 
States, demographic pressures and fast 
declining land man ratios have increased the 
proportions of wage labour in technological¬ 
ly lagging States 

Ihe striking difference between the 
technologically leading and technologically 
lagging States relates to the levels of the 
percentage of casual workers in rural labour 
force jMinhas and Majumdar, 1987] As in 
1983, Punjab and Haryana show only 
around one-half of the percentages record 
ed for Bihar, Orissa and Madhya Pradesh 
Further, in Punjab and Haryana the percen¬ 
tage of casual labour in total rural nage 
labour (nuks, current daily status) is around 
45 as against 70 per cent or moie in the 
technologically lagging States jVaidva 
nathan, 1986] This feature has relevance to 
the issue of class formation in agriculturi 
which wc shall lake up latei It may however 
be noted that the effects ot HYV technology 
in relation to the share ot casual laboui in 
wage labour has not been uniform In 
Andhra Pradesh tractors displaced perma 
nent farm servants along with plough 
bullocks and contributed to a higher degree 
of casualisation, while in Punjab and 
Haryana niechamsation was associated with 
a growing share ot permanent agricultural 
labour in Ihe total agricultural labourers 


m 

Unemployment uid 
Immiseiisation: Technologically 
Leading and Lagging States 

The immiserisation hypothesis is closely 
hnked to the polarisation and proletananisa- 
uon hypothesis and the consequential 
adverse effects on employment and wages 
We therefore review the evidence on the 
recent trends in real wages, employment and 
unemployment and absolute poverty 

TRtNos IN RtAi Wages 

Analysis of State-wise trends in real wages 
[Jose, 1988) shows a rise for agricultural 
labour both lor males and females par¬ 
ticularly since middle 197()s The rate of rise 
has been more lor females than for males 
It should however be recognised that the 
observed trends have been heavily influenc¬ 
ed by successive good crops in the early 8(K 
and thar favourable effects on the consumer 
price index of agricultural labour 

lechnologically leading States such as 
Haryana and Punjab do not show a rise m 
real wages Real wages in these Stales were 
either slightly negative as in Punjab oi stag 
nani as in Haryana This should however be 
considered against the context ol (a) rise dur 
mg the early period of green revolution, 

(b) large flow of immigrant labour, and 

(c) introduction of labour displacing 
machinery Ixioking al the entire period of 
l%l 84 It IS clear that wage hikes of the early 
years of the green revolution could never be 
repeated in the 70s and 80s |C hadha, 

p 267) It should also be lecognised that 
levels ol money wages in Punjab and 
Haryana continue to be the highest and arc 
iicarly double the coriesponding wage rates 
in the technologically lagging States 

In contrast to Punjab and Haryana, the 
technologically lagging States of Bihar, 
Orissa, Madhya Pradesh, pockets ot low 
wages have been noted to show improvement 
in real wages since 1970s However in these 
States, the observed rate ol rise cannot be 
satisfartoiily explaincil The Stale-wise 
annual growth rates in the loodgrain pio 
duction between 1971 8^ fell behind the rate 
ot giowth ol rural population in all these 
States In Bihar and Orissa, the rates of 
growth of toodgrain ptoduciion were I 2^ 
and I 59 between 1971 85, less than the rate 
ot growth ol rural population In Madhya 
Pradesh, the rate ol giowih moved from 
negative in the 60s to positive in the 70s but 
less than the talc ot growth ot lural pitpula 
tion jllanuinanlha Kao and otlieis, 1989) - 
In the contest ol these developments pom 
ting 10 excess ot supply ol labour over dc 
mand, it is dilliculi to explain the rise in Ihe 
teal waj s m the technologically lagging 
Stales f here is no doubt that the high levels 
ol rial wages in the lechnologiealls leading 
Stales were inainiained because ol techno 
logy and the high growth rates of agri 
cultural production siisiaiiied over jong 
pel tod ’ 


rSBir5 I ANUltSS ANIiNiAR I ANDIISS BV OWNraSMIf TllHNOllX.llAllS llAOINl AND 

LaCiOINO Si Alls 

iPenentage of total rural housthold'.) 


Stale 

1 andless by Ownctship 

Landless and I hose Owning 



Less than 

04 h 


1971 72 

1982 

1971 72 

1982 

Technologically leading Stales 





Punjab 

8 48 

6 42 

59 86 

57 5S 

Haryana 

II 89 

619 

54 48 

45 n 

Technologically lagging Stairs 





Bihar 

4 14 

4 10 

52 98 

54 92 

Orissa 

to 57 

7t.6 

44 84 

40 01 

Madhya Pradesh 

9 58 

1419 

28 78 

14 61 


itource NSS 26lh Round and NSS 17th Round 


TABI|6 WaI [ 1 ABOUK ANI)( ASUAIISAIION 1lCltN()l(H,ll Al IV I 1 AOINl. ANDI Ala.INI SlAtlS 

Stale Wage labour as Pmcniage (asual Workers in total Rural 

ot Ruial Male^Workcrs I aboui foice (all pet sons) 



1972 71 

1981 

1972 73 

1981 

Technologically leading States 

Punjab 

30 7 

116 

1197 

17 01 

Haryana 

24 0 

100 

911 

14 57 

Technologically lagging Slates 

Bihar 

19 5 

42 8 

26 84 

14 11 

Orissa 

19 9 

417 

30 54 

15 71 

Madhya Pradesh 

271 

317 

40 02 

15 78 


ifiouftr I Viidyanathan (1986), 2 Minhas and Majumdat ]I987] 


A.72 
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lA«lil>UW«4ENT 

Inddeoce of unemploymeRt, at the be^n' 
aing of the 1970s, was generally high in the 
tensdy populated eastern State and also in 
the southern States and Maharashtra with 
high proportions of wage labour and 
casualisation. It was low in the high irrigated 
ind technologically leading north-western 
State and also in the less densely populated 
Rajasthan and Madhya Pradesh. In the 
teduiologically develop^ States, use of land 
lugmenting technology, rise in yields, shift 
to labour intensive crops, increased intenaty 
of cropping, faster growth of allied occupa¬ 
tions and off-farm employment have in¬ 
creased employment notwithstanding the 
lower elasticity of employment fo output. 
Initially, labour displacing mechanisation 
did not result in reduced overall employment 
since it was associated with increased irriga¬ 
tion and increased intensity of cropping, and 
also of off-farm employment [Rakesh 
Basant, 1987, pp 1360-61). 

The second phase of green revolution was 
found to be different in relation to employ¬ 
ment and underemployment. Both in Punjab 
and Haryana, the incidence of unemploy¬ 
ment rose both for males and females bet¬ 
ween 1972-73 and 1983 (Minhas and 
Mujumdar, 1987). in Punjab, the incidence 
of unemployment rose from S.04 per cent 
in 1972-73 to 6.43 per cent in 1983 for rural 
males. In Haryana it rose at a fa.ster rate, 
I e, from 3.91 per cent to 6.62 per cent. 

Vaidyanathan noted, on the basis of NSS 
data for 1972-73 and 1977-78, that the rate 
of growth of employment in agnculture was 


TSBIt 7- bMIMOSMI-Nt ^Nl) Ol'iel'T GROWTH 
(1977 78 ovtR I972-71)- Tt( hnouk.ii miv 
1 1 M>IN(, AND l.A(.<,IN(, SlATI-S 


State 

Pcrecniage 

I'ciceniagc 


t'haiige in 

Change in 


l.mployment 

Output in 

Tcchiiiilogicallv 
leading Slates 

in Agriculture 

Agriculture 

Punjah 

. 2 

35 

llaisana 
leclinologicalls 
lai’.ging Slates 

II 

3.5 

ISiliar 

8 

10 

Gnssa 

4 

16 

Madhya Pi.ldesh 

1 

20 


Soiiiii-. ViiidyiiM.iihaii, |I98(>] A-141. labic 12 


much slower thm the lau^ of giowth of out¬ 
put His flndin^ for the technologically 
leading and tecitoologicatly lagging States 
are as in Ihble 7. 

The results are to some extent vitiated by 
the marked differences in weather conditions 
between the two years. Yet the broad in¬ 
ferences relating to differences in employ¬ 
ment elasticities between technologically 
leading States and technologically lagging 
States are valid. The advanced stage of 
technology is marked by a considerably 
lower elasticity of employment in agriculture 
with complementarity between biological 
and mechanical technology. Sheila Bhalia 
(1987) veriHes the nndings of Vaidyanathan 
with the help of cost of cultivttion data for 
1971-72 to 1983-83 and suggests further con¬ 
firmation of reduced elasticity of employ¬ 
ment in the advanced stage of green revolu¬ 
tion. Her results are in Ihble 8. 

Despite high rates of growth exceeding 3 
per cent, trends in rate of growth of labour 
absorption are low, and rate of growth of 
labour absorption per hectare negative, 
labour absorption in agriculture lagged 
behind the rate of growth of male workers 
in the technologically advanced States, as in 
technologically lagging State. Apart from 
complementarity between biological 
technology and mechanical technology 
(whether technical or not), the technological¬ 
ly leading States have also been showing a 
fast rate of growth of overall casualisation 
of rural labour force [Minhas and Mujum¬ 
dar, 1987, Table A-31 as shown earlier 

In brief, the evidence on trends in 
unemployment and the factors behind it in 
the technologically leading States, during the 
second phase of green revolution rejects the 
assumption of lack of complementarity bet¬ 
ween bioUigical technology and labour 
displacing mechanical technology. The com- 
plcmcmaiiiy lias been leading to stagnancy 
in real wages and rise in unemployment rate. 

POVl-RTY 

Those who advanced the polarisation 
thesis also contributed to the immisensation 
theory. However, cross sectional studies do 
not appear to support the immisensation 
theses. They suggest that agricultural growth 
reduces the incidence of poverty both among 
CLiltivatois and agricultuial laboui groups, 
while proletarianisation coniiibutes to grow¬ 
ing immiseiisation and poverty [Radha- 
krishna and others, 1983'. However, cross 


1 AKi I- 8 I siiiiOK AiisDkriioN anoCkoi’ pRoiUJi 1 ion (1971-72 lo 1981-84): Ik hmihk.k ai i v 

1 1 sPiNt. ANtr Laoc.inc. Sr, '.Iis 


Stale 

I'leiid Kale ol Growth in l.abuur 

Giouih Rate in 

Growth Rail* of 


Absoiplion 1971-72 10 1983 84 

Crop Product ion 

Male Agnculliiral 


lotal 

Per Hectare 

1971-72 lo 1983-K4 

Workers 

Punjab 

1,079 

- 0.887 

3.92 

I 287 

Haryana 

0.230 

• 0.357 

3.31 

1.841 

Bihar 

0.074 

1.037 

0.49 

1 168 

Oris.sa 

1.331 

0.795 

2.28 

1 126 

Madhya Pradesh 

-0.014 

- 0.976 

165 

1.619 


Soune: Sheila Bhalia (1987), p S4S, Table 1. 


sectional «iudiet4o nbt prendde a vidki 
of technology elTlects in relation to imj 
miserisation since areas « different Icveb on 
development and different institutionaj 
forms are being compared. Tfemporal amt 
longitudinal studies need to be combima 
with cross-sectional studies. Tbmpocu 
studies at the aggregate level show a marited 
decline in poverty in the late 19S0s, a steep 
rise between the «svly and mid-1960B, a sharp 
fall in the early 1970s, a moderate inoreaici 
from the early to mid-197j)s and a modknM 
decline in the late' 1970s and early SOi; 
(Mellor and Desai, 1983). Melior and tjesal 
saw the impact of land reform and ares 
expansion as being associated with, if not 
responsible for, the fall in poverty in the late 
i9S0s and the green revolution as the moH-' 
vating force behind the reduction in pover¬ 
ty as in the late 1960s. Trends in the incidence 
of State specific poverty [Mahendra Dev, 
1988), shown in Table 9, highlight the com¬ 
parative progress of technologically leading 
State in relation to technologically lagging 
States. The table shows also changes in 
labour productivity. 

No doubt, the technologically leading 
States had an initial advantage in labour pro¬ 
ductivity. The labour productivity of Piutjab 
in crop production at the beginning oi green 
revolution was four times the conetiponding 
labour productivity of Bihar. Similarly the 
labour productivity of Haryana was three 
times the labour productivity of Bihar. In 
this context, productivity augmenting effects 
of technology contributed to rapid reduction 
in the incidence of poverty. In the context 
of high growth rates in agriculture, despite 
prc^etarianisation and the more recent trnids 
in casualisation, technology did not have the 
immiserising effects. A couple of reasons 
could be given for this favuuiable situation. 
Whatever proletarianisation that we observe 
in the technologically leading States is not 
due to pauperisation and sale of land of 
small owners. While there is no doubt a shift 
of land from the non-cultivator to the 
cultivating class land market studies show 
that such transactions have not resulted in 
greater inequality in the distribution of land 
among cultivating owner households; rather 
a mild centripetal tendency is revealed by the 
small increase in the share of the owned land 
of the small owner-cultivator category 
[Shergill, 1990, pp 18-19, Sheila Bhalia, 1981 
and 1983]. Secondly, if there was a continual 
reduction in poverty in the technologically 
leading States despite the stagnation in real 
wages in agriculture and the rising incidence 
of unemployment it was due to the rising 
share of non-farm incomes of marginal and 
small farmer class |Chadha, 1986, 
pp 244-246]. The sustained growth of such 
incomes is another matter, which we shall 
consider in a later section. 

A number of other indicators also suggest 
the inapplicability of immiserisation thesis 
of HYV technology to the techncriogicaily 
leading State. In these, rural consumer 
have shifted away from high consumption 
of cereals and obtain a much lower percen- 
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late of caiorie intake from ccreate as com¬ 
pand to lagging States. The ceieal consump¬ 
tion levels in technologically leading States, 
as m 1983, are lower as compared to 
lechwdogically lagging Slates, even while the 
calorie intake levels are higher Percentage 
of protein intake from milk is 15 90 for 
Puigab and 14 61 for Haryana as against 
2 s9 (ter cent in Bihar and similarly low levels 
in Oiissa and Madhya Pradesh 
[SarveAshana, October December, 1989, 
relevant tables] further, cereal consumption 
expenditure, as in 1986 87 [SaneAsAano. 
April-Juoe. 1989, relevant tables) lormed 
only II 20 per tent ol total exjiendiiure, as 
against around 40 per cent fur Bihar and 
sunilarly high Icveh in Madhya Pradesh and 
Orissa under conditions of high incidence 
of poverty 

In bnet, evidence suggests that im 
misciisatton is associated u it h technological 
ly lagging States with poor agncultuial 
perlormance, and nut with tcchnulogicallv 
leading States fhc institutional icguiie 
ments for tethnological progress huwc'ver 
require attention (Parihasaiaihs 1986] 
Fuither, the lolc ot the Statt. in ptomoting 
technological piugivss a<' well a< in iiiodtra 
ting Its adveisc clfects in lecliiioioiticallv 
leading States is no less iihihii i ini |< liadha 
1986, p 3fli 

l\ 

Inequalilios, \(in-l<ariii 
Eni|»loynH‘nt ami (^pitalist I iinniiv; 
in 'Iechnnl(it;iralU la’aciiiiK States 

The loiiccpl ot itnnii erisation i oiimUiiccI 
earlier relate s only to absolute po\i i (y Pctci 
Townsend ysho has insik a pioiuciing and 
far reachim* eontiihution in the airi ot 
posertv icni irks that any ii| oroiis uiiKcp 
tualisation ol the social dctirinni uii>ii ol 
need dissolves the idri ol absolute need 
Amencan socie'logists. Millet and Kobe eon 
Sider that poverty should in laet be sicysed 
straightloiyvaidlv as an is>iie < I ineeiualiiy 
(Sen, Amaitya 1984, pp 327 

A re\ent study based cm the taim lamilv 
budget survey elata lelitini lo 14 siieeessiyt 
years (or the pciietcl l%9 70 to 1982 83 in 
Haryana [Satya Paul I9K9| thimes sonic 
light on the distrilniiion ot imomc Ihe 
study reveals a [sei'isicut deeline iii per 
capita landholding and la< k ol oil larrn 
employment opponuiiines has tieeii noted 
to be responsible lor the absiuu ol signi 
ficant improsemeiit ol pei eapii t iiuome of 
the farm lamily and dso an iiure ise in pel 
capita income dispaiiu (in lenns ol (iini 
coeilicient) among larni laniilies 

Poi Puniab the laets e>ii distiibulion ol 
income are ratlu i dated and |>eii iin lu those 
drawn fiom a study lor 1974 7S [Bhalla 
and ( hadha, 1982 and ( hadha 1986, 
pp 243 245] 1 he 19/4 7y siiieK slioyvcd that 
aer capita taim business nieome moved 
wnd m hand with per capita land m a Nun 
[arm income provided about 65 per cent ol 
'he total household mtomc ol maiginil 


farmen and about 37 per cent Af thg ineoffle 
of the small farmers. These kept the total 
mcomes less unequal than farm busmess in¬ 
comes, and ihe Gini coefTicients were lower 
for the former as compared to the latter Vbt 
as in 1974-75 about one-thud of the 
marginal farmers and 24 per cent of the 
small farmers were below the poverty line 
[Bhalla and C hadha, 1M2, EPW, p 876] 38b 
have no access to studies on the distribution 
ol income in Punjab for recent years Bui 
it Haryana study is a pointer we should 
expect a slackening of Ihe off-farm oppor 
tunnies for the small and a rise m income 
inequalities 

Stic lAi IS OppRLssto Group? in 

I he HNOI Or.K At 1V Ll ADINO STA7PS 

In the technologically leading States ol 
Punjab and Hai vana, scheduled castes form 
a much higher percentage at the total 
population than all India average In 
Punjab, as in 1983, they lormed 26 87 per 
tciii. III Haryana, 19 07 per .cent These pro 
poi tions are higher than the corresponding 
peteciiUge tor Bihar, Orissa and Madhya 
Piadesh In Punjab 85 per cent of agn 
eiiltuial laboui households were drawn from 
the scheduled castes, pei cent of the 
agrieulluial labour households were landless 
It IS ot intcitst to note how the position ot 
the scheduled castes was affected in the 
leelmologieally developed States as com 
pared to ttxhnologicaliv backward States In 
absolute t( tms, one should expect (he posi 
lion ot scheduled castes to be belter in the 
teehnologieally advanced States The cm 
pineal tacts lend suppon lo such an assump 
t on I he per capita consumption exptn 
eliiuie tor a period ol 30 davs as seen Iruiii 
NSS Kound lor 1983 [Sanekshana, Januaiy 
Match 1989, relevant tables) ol a sehednl 
ed caste household in Punjab was Rs 132 a 
aj amsi Ks 76 tor Bihai, and similar levels 
loi Oiissa and Madhya Pradesh Bui what 
we seek lo know is the relative position ol 
sehsduled caste household m a icshno 
lt»>ieally leading State as compared to a 
technologically lagging State lor this 
pill pose wc compart (he percentage exptn 
dilute ol scheduled caste households with 
the corresponding expenditure ol all lural 
households 1 he results are Puniab, 77 54 
per cent, Harvana, 76 20 per cent, Bihai 
81 08 per tent, Orissa, 89 54 per cent, and 
Madhsa Pradesh, 86 45 per cent bven while 
the absolute position ol a scheduled caste 
households improves in the technologically 
advanced States, the relative dispanties use 

Similar disparities are seen in the in 
eidenec ul unemployment of the scheduled 
castes and utheis In Punjab, as in 1983, >he 
daily status unemployment among the usual 
Is employed is 1077 per cent among thi 
Scheduled castes as against 2 per cent for 
others among males T his may be compared 
with the position at the all India level T his 
shows that daily status unemployment for 
the usually employed among scheduled 
castes ts 9 78 as against 4 56 per cent lor 


A 74 


otbm I&rvNllijtow, iMft. 

relevant ttbta]. The diiparity nolo i» moi 
to be higher m the tediBologically advanced 
State. The study of Chadha and Khiinna 
comparing Puiyab and Bihar [1989] which 
underlines the importance of higher levels 
of non-farm employment in Punjab as com¬ 
pared to Bihar docs not focus on the 
disparities between scheduled castes and 
others. 

The dispaiily ratios are seen to be higher 
in Punjab as compared to the all-India level 
even in respect of social indicators In 
Punjab the ratio of children (age 5-14) 
among scheduled castes attending schools 
to children of the corresponding age-groups 
among others is 0 65 as against 0.83 all-Indta 
[Sarvek\hana, July-September, 1989] 
SimiUily the ratio of infant mortality rate 
of scheduled castes to others is higher in 
Punjab as compared to all-India \ChM in 
India, 1985. Table 2 34] 

Thus technologically developed States are 
marked by growing inequalities between 
social groups, between cultivators and 
labourers, and within cultivators among the 
subsistence and capitalist farmers A further 
faetjr to be considered is the high rate of 
unemployment among the educated within 
weaker section households of rural Punjab 
]C hadlia, 1986, p 301] The extent to which 
lundamentalism is tuellcd by failures in ex 
pcctations ul the lowei classes, and tailures 
in politicisation and m organisation along 
class lines, in the context of rising con¬ 
sumerism, IS a point to be considered 

In brief even while technological advance¬ 
ment IS associated with reduced absolute 
poveriv. It IS associated with growing social 
discontent [CjiII, 1989] It is the lotm of 
disiunlcnt which varies between techno 
logically developed and technologically 
lagging Stales 

Ini ytMints Ti <hnoiogy and 

Non A(|RU (lllllRAI LMPlOYMbNI 

H3 V technology is said to contribute to 
sustained giowth and poverty alleviation not 
only through its contribution to improved 
dgiicultural performance but also through 
the strong linkages between Ihe agricultural 
sec lor ind non agricultural sector Con 
sumption or demand induced linkages are 
the mam factors in fostering inter sectoral 
relationship jVyas, 1985, p 189] 

Such linkages have contributed to higher 
rates ol growth of non-agricultural workers 
in the technologically leading States As a 
result of these differential rates of growth 
of non agricultural employment, the piopor 
tion of non agricultural households in (he 
total rural households in Punjab and 
Haryana, as in 1983 (SarveksAuiia. April 
1988, Tab e 3 I ] exceeded the corresponding 
proportions for technologically lagging 
States In Punjab the proportions of non- 
agricultural households in total rural 
households was 34 21, in Haryana, it was 
3912 The differences between (he two 
groups of States are more in respect of 
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pocentaiH UAder non-agricuttunl hotue^ 
hoUt employed for w«ges in-agricuiture 
than under sdf-employed non-agricultutal 
employment. It is possible that non- 
agncultural self>empioyment in the 
technologically lagging States is of a resi^al 
character a la Vaidyanathan [IOT6]. 

The importance of non-agncuitural wage 
employment in technologically leading 
States (.an be seen more sharply compar¬ 
ing the percentages of non-agricullural 
labour in total rural wage earners as in 19B3 
in Punjab and Haryana the percentages are 
20.05 and 36.08 as against 6 40 per cent in 
Bihar, 1113 in Orissa, and 10 32 in Madhya 
Pradesh 

The impact of non-agncultural growth on 
the occupational structure in the techno 
logically leading States as compared to the 
technologically lagging States is morc sharp¬ 
ly seen when the combined data of NSS 38th 
Round tor rural and urban are considered 

There is no doubt that technology indue 
ed high rates or giowth have contributed to 
higher rates ol growth ol non-agncultural 
employment But, the sustained progress of 
non agricultuie within the rural context ap 
pears doubtiul firstly on the demand side, 
recent studies [Vaidyanathan, 1986, 
Mahcndra Dev, 1990] show a significant 
negative relationship between inequalities in 
rural assets and the pcicentage ol non 
agricultural cniplovrnerit, even while theic 
IS a significant positive relationship between 
productivitv ol land and non agru ulturai 
cmplojrneiit So onillv, theic is the question 
whv the Itch tanners did noi liansfniiii 
themselves into industrial capit.ilist llu 
capital that gi vi with the green revolution 
o caper to t ■■ 1 it> veil expansion through 
convcrsatioi i > inihisiii il v.apiial but, the 
outlets at scent! t<c i li u and precai lous 
Ihecntrx i oint m.iinls a small f ni, doc' 
not seem vcis atti.iciuc in litno ol the piolii 
rate One nciti nni bi surprised it a notable 
suttess ol tilt p'cen levolution in India, 
namely spawning a gmeiaiion ol laimer 
eapildlisis ends up la lailiirc as the pioecss 
ol tiansition linni lowdunp capitalism to 
what may be ealkJ silicon capiiahini is 
aborted in the iitidw.is because o* the new 
c'conomic polits IRanpi Sau 1988, J/*H, i, 
794] A third latior rclcvani to the qiic aion 
ol sustainabiliiv ol capiiahsl larriiing is .ilso 
important ( onceniration and consolidaiitm 
of land in capitalist fat ms in the techno 
logically leading stales was not thtough shift 
of owned land of the marginal and small 
owners but mainly through resumption ol 
leased-in land lor sell cultivation and partly 
through leasing in Rent rales dominant in 
lease markets are usually so high that thev 
m fact preclude any constant appropriation 
of profits cieatcd by the exploitation ol wage 
labour Rastyaniiikov points out that m the 
developing countries of Asia agiariaii 
capitalism has not been able to assert itscll 
on rented land to any significant extent, or 
in other words land renting hhs faded to 
become an effective instrument lor the 
capitalist mobilisation of land and booms 


of capitalism wane on mated lands 
(Rasiyannikov, 1981, p 251J 
The fourth aspect of capitalist growth 
within agneuiture relates to its heavy 
dependence on input subsidies [Ashok 
Gulati, EPW, 1989] The total input sub¬ 
sidies as percentage of net SDP at fsKtor cost 
in agriculture for the penod 1980-81 to 
1986-87 was estimated to be 22 49 per cent 
in Haryana and 24 48 per cent in Punjab, 
as against 16 40 per cent in all-lndia jGulati, 
19891bble-6, p A-63]. If one looks at these 
input subsidies on the basis of per hectare 
of gross cropped area (GCA) in different 
States, Punjab tanks the highest with 
Rs 1,027 per hectare as input subsidies 
followed tw Haryana [Gulati, 1989, p A-64] 
There is not only a regressive pattern ol sub 
sidies across the States, but within a State 
subsidies benefited mostly the Icqi group and 
provided props to capitalist farming 
There are also questions relating to high 
and rising energy costs besides issues ol sus 
tamable agriculture development which aic 
relevant to considerations of the future of 
capitalist farming in the technologically 
leading States in this context, given the con 
tinned adv.intagf that small larniers have in 
respect of ciopping intensity, and of tht 
reappcaianccs of inverse relationship bet 
ween farm si/c and net opetaied acre 
jHanumantha Rao, 1989, p 8] leasing out 
by the large tarineis and leasing m b> small 
farmer need not be ruled out Ibis is .i 
possibiliiy in the event ol slackening ol ah 
soiption of ruial people in non agruultuic 

\ 

Class I'orniation in 
lerhnnkiigically 
la'ading ami Laji^ng Stati> 

Glowing social conflict is observed both 
in technologically developed as wll as m 
technologically lagging States The dil 
lereme is m tespcci ol its articulation is 
class tormaiion hasdilfeied Iniwi'cn tht two 
groups ol States 

In both Pniijab and llarvan., iiihn 
logical pioerc's undei condition ol high 
land man laiios did not conHict with 
employment duiing the Inst phase of giicn 


revolution The early phase of green revolu¬ 
tion was also not marked by the demise of 
land-less tenants and their transformation 
into agricultural labourers. It was during the 
second phase of green revolution, with the 
rise in the proportion of rural labour 
households, faster pace of introduction of 
labour displacing machineiy, iowei rate of 
labour absorption within agriculture and 
reduced access to land for the landless and 
the small owner even within the lease market 
that there weie conditions tor social conflict 
within the luial society But the unique 
nature ol the labour market has iniiibiled 
class consciousness Both in Punjab and 
Haryana pace of casuahsation of labour has 
been • low bei ause there has been a shift 
from casual to iiermancni labour with larger 
contracts and debt bonds within the perma¬ 
nent farm set vanis from Sanjht to Naukar 
luithcr the permanent farm servants are 
drawn from a clas< of small cultivators 
[Byres,! I 1981] In noilh west India,par¬ 
tial proletaiiaiiisatioii in conjunction with 
a shift in the sii iicture of hired labour force 
away from ca'ual labour and towards per¬ 
manent Ol atiaciied labour, longer contracts 
and the particular nature of the contracts 
certainly meant the inhibiting ol cU'.x con¬ 
sciousness I hi part of wage laboui which 
comes Ironi household* whose mat i .ource 
ol incomt IS cultivation, and which con¬ 
stitutes a si/eabic propoitioii of the labour 
force IS likely to have the most limited pro- 
let man consciousness [Byres 1981] 

r sill 1 1(1 N( Al.KI IIIIKI WoFMSSIN 

Ii(IIM)l(»l 'lIslLSniN! XNIl I SCt.INt, 
SiMtS 1981 
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The sources of growth of the class of 
ggricultural labour households are also of 
ktteiest in appreciating the tack of class con- 
si^usness in the technologically leading 
States. The increased share of agriculiural 
labour households is not due to pauperisa- 
don of the peasantry, but is more due to shift 
Of tU)|Mid workers from small cultivator 
(hmilM to better paid agricultural labour 
{Sheila Bhalla. 1981 j. 

As distinguished from the agricultural 
labour class, which continued to be 
segmented, the capitalist farmer class in the 
technologically leading States, thanks to the 
integration of the local markets with wider 
markets and local power structure with 
wider power structure, could forge strong 
links and transform itself to a class-for-itself. 
The market integration, facilitated by the 
green revolution, coincided with social in¬ 
tegration am the barriers of sub-castes within 
the forward peasant caste groups arc broken. 
The power of this class is used to wring a 
imriety of concessions from the State and 
Uiuon governments and sustain the progress 
of capitalist farming. 

In the technologically lagging States there 
is sharper social conflict than in the 
technologically leading States. High land- 
tttan ratios, and higher degree of pro¬ 
letarianisation and casualisation in the con- 
iect of growing demographic pressures and 
immiserisation have been causing conflicts. 
The conflicts are intrasifled in the tribal area 
as the traditional sources of survival of the 
tribais get eroded with commerciahsalion. 

Even in oiW areas, privatisation of the 
common property resources has affected the 
survival of marginalised households. Unlike 
the technologically leading States, (he 
technologically lagging States have less 
favourable agro-climatic conditions. The 
.land tenure institutions also continue to be 
unfavourable for technological progress con¬ 
sistent with poverty alleviation, for instance 
m Bihar the cffect.s of zamindari abolition 
.were uneven and depended upon the struc¬ 
ture of landholdings that existed below the 
eamindars. In Bihar the biggest beneficiaries 
3f zamindari abolilion were the smaller 
village landlords who themselves were the 
tenants of the zamindars and weie from the 
upper castes. The extent to which the 
niltivator got the title to land was directly 
^ated to their position in the caste struc- 
.ure. Here, the tendency of upper caste 
landlords to transform themselves into 
rapltalist landlords is not very strung and 
.h^ retain feudal relations of production 
Mid exploitation The backward caste 
landlords have made the transition to 
andlotd capitalism Mote than 3(1 per cent 
jf the land is iindci different forms of 
enanrv, almost all of it unrecorded. T he 
Mants are usually from the backward 
Btes, very few tiom the dalits [DN F.PM’', 
1988]. Wide practice of bonded labour, 
wury and absence of a capitalist labour 
■rarket kept labour market segmented. It 
Bevents the formation of class lor-itself 
B^ite the growth of casual labour. 


The role of caste as a factor in ptnvmKing 
the mobilisation of labour along class lines 
against feudal forces in the technologically 
lagging States has been quite important. 
Landlord capitalism uses senas mobilised 
along caste lines. The scheduled caste com¬ 
missioner. B D Sharma writes: 

The landowners on their side began to 
organise largely on caste lines raising senas like 
the Brahmarshi Sena by the Bhumihars, Bhumi 
Sena by the Kurmis and Lorik Sena by the 
\bdavas. Thus the state of confrontation 
followed almost everywhere. A number of 
armed clashes take place in which the police 
is alleged to have sided with the landlords in 
suppressing agricultural labourers who have 
bMn nicknamed as Naxalia”(28th Report, 
p 250-251]. 

Thus in both technologically leading and 
technologically lagging States despite trends 
in proletarianisation and casualisation, 
segmentation of the labour market, caste 
factors, and violent suppression of trade 
union activity among rural labour with the 
support of the police, have arrested I he 
growth of class forces of labour. On ihe 
other hand market integration has also been 
as.sociated with the growing political power 
of the land owning class with increasing 
caste and class solidarity over wide regions. 

CONC'l USIOM 

Early writings on green revolution exag¬ 
gerated the consequences of technology ir 
relation to capitalist farming and polaiisa- 
tion. The ceiling legislation as well as the 
interventions of the government on behall 
of the marginal and small farmers togethci 
with the imperfections in the land markci 
have kept these processes much slower than 
were amiiipatcd by the critics of green 
revolution. However, technology induced 
changes in the lease market were more mark¬ 
ed in technologically leading States. These 
contributed to growing proletarianisation 
and casualisaiion despite lower demographic 
pressures on land in (his group of States. 
Such growth in proletarianisation and 
casualisation has been more due to drift of 
workers within marginal and small owner 
household into wage labour than wholesale 
transformation of peasant owner house¬ 
holds into proletarian households suggesting 
the stubborn persistence of small peasantry. 

Increased rates of proletarianisation and 
casual labour are to be observed both in 
technologically leading and technologically 
lagging States. In fact, the proportion of 
wage labour in total rural households as well 
as the degree of casualisation of rural 
workforce were higher, to start ..h in 
technologically lagging States with generally 
high demographic pressures. The lethno- 
logically lagging States also continued to 
have higher proportions of wage labour and 
also higher degree ol casualisation in the 
early 1980s as compared lo technologically 
leading States, suggesting that demography 
and stagnation have contributed as much to 
proletarianisation and casuali.sation as the 


new technologyt The mtea cif tiedbe 
in access to leased-in land for the unall 
coupled with emeigence of middle and large 
owner as tenant have increased the rates of 
growth of proletarianisation and casualisa¬ 
tion of labour in technologically leading 
States. 

Proletarianisation and casualisation have 
not been associated with immiserisat’ ’n 
technologically leading &ates contrary to ,hc 
predictions of the critics of the gimi revolu¬ 
tion. At the same time, the enthusiasts of 
the green revolution are proved wrong in 
assuming lack of complementarity between 
biological technology and mechanical 
technology. As mechanical technology 
followed the biological technology, techno¬ 
logically leading Sutes show higher rates of 
unemployment in agriculture and stagnation 
in real wages. 

Though immiserisation is not associated 
with technology, the second phase of 
technology is characterised by higher degree 
of inequality, particularly between the 
socially oppressed .scheduled castes and 
other groups within rural areas. Such in¬ 
equalities may be expected to rise with reduc¬ 
ed labour absorption rates, stagnant real 
wages and growth in the rates of unemploy¬ 
ment in the rural areas. In the past the 
growth in non-agncultural employment has 
provided relief but sustained growth in non- 
ao'isulturc in the technologically leading 
States is proving lo be difficult. Consider¬ 
ing the demand side, growing rural ine¬ 
qualities aic found to have a negative rela¬ 
tionship with the rate of growth of demand 
for non-agncultural products. From the 
supply side, Ihe outlets for conversion of 
agrarian capital into industrial capital are 
.seen to be few and precarious. The slacken¬ 
ing of the rate of growth of non-agriculture, 
and the pressure of the marginal farmer and 
small farmer on the lease market might push 
up the rent and it should not be surprising 
if capitalist farming, based on leased in land 
and subsidies, becomes non-sustainable. The 
transition from Ihe green to red revolution 
through class formation and conflicts was 
one of the themes in the early writings of 
ciitics of green revolution. But, in techno¬ 
logically leading States proletarianisation 
and casualisation have not been accom¬ 
panied by immiserisation and this develop¬ 
ment blunted clase conflict. Tbchnologically 
lagging States witness such association and 
also more intense conflicts. But in this group 
of States, violent suppression of trade union 
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Mtiviiy aMiig nud litow tv luKi 

pffvtfe aniikx oqinited on cwte Unci witto 
Ibe tuivort of the pdice have kept in check 
the growth of oiganiied movement of 
labour. The mOte important factor ii the 
emergence of the capitalist fanner class in¬ 
to a class-ibr-itsef for wringing a variety of 
concessions from the sute for sustaining the 
progress of capitalist farming, while the 
politiciaation of the labour and consequently 
the transition from dass-in-itsdf to class-for- 
itself continued to be weak. 
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ACCOUNTING POLICIES AND NOTES FORMING PART OF 
THE ACCOUNTS FOR THE YEAR ENDED 31ST MARCH, 1991 


I) nUNOML ACCOUmiNO KXICIU 
(^Omtral 

The accoihpsnyinj financwl statements hai« been prepared on the historical cost basis and ronlirm to the statuloiy provisions and practices prevailinq in the country 

(t) HwaacUans liwoMns ftmisn exchange 

ttonetary assets and labiMies as well as outsiandins forward txihanse Contracts «e translated halt yearly at rates prescribed by ftOAl and the resulting profrt/lois 
IS accounted tor Guarantees letter ol Credits and Ac ceptances are translated at TT (AMdle) rates 

(3) Inu ea t ina n tt 

Investments are valued at It^e lower of cost or market value Unctuoted investments are taken at book value 

(4) Adimncn 

(a) Provisions lor doubtful advances have been made to the satislachon of the audiuxs in respea of identified advances based jn a periodic review of advances 
and after taking into accoum the realisable value of securities and the portion of advance guaranteed by the Deposit Insurance and Cntdit Guarantee Corpora¬ 
tion the Expext CiecM S Guarantee Corporation and similar statutory bodies 

(b) Pruvisiuns in respect ol doubtful advaiKes have been deduried from advaiKes 

(c) Provisions have been made on gross basis 
(4) fixed Aucts 

(a) Premises and other fined assets have been accounted to at their historiral cost 

(b) Depreciation tias been provided tor or the diminishing balance method 

(4) Staff lancflti 

PioviSKjii for graiuiiv/pension benefits to staff has been made on an accrual basts Separate fund tor pension has been created 
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( nil u at e t ais p 

II) NOTES ON THE ACCOUNTS 

A I nyeii Jipricit rj 1 1 en pri-s Jed at tlir n (Pie 1 st &%furriture jnd I ntiri in^ i lAiCoiiltoie Tytcwier ere ij i'y)s[.iecilied 
tu f IjvA i Irfi wl I If# h jicrtld Ifo e sir r J n Sfhc iuk XIV tc theComrane A I 1%r 
t (a) Head Olfx e administrative expenses have not been c harged n the accounts and prevision for taxe> has been computed without deduction or such expenses 
(b| Rem latts and taxes include Rs It 99 aS800 being pnr/ision tor Income lax 
T Inter OffKe balance IS net if R 9 6816000 being amount receved from Head Office tor the acquisition of resxiential premises for Banks officers 


AUDITOR’S REPORT 

1 We have audited the attac hed Balance Sheet of Indian Branchc of The Bank of lokyo Limited as on 31st March 1991 and also the annexed ^ofit and Loss Account 
for the yeai encird o that date tt v/hK.h are incorporated the returns from Calcutta artd New Oetli BiarKhcs audted under Section 996 of The Companies Act 
19S6 Oy other auditors 

i li acf iirdance witt tf« provisions of Section 99 of the Bankms Resuiation Act 1949 read tosethrr vintk If e prcMsions of sud^ctions (1) (S) and (S) of Section 911 
and sub *ectton (^) of Sertiort 997 of The Companies Act 19Sft tte Balance Sheet and and loss Account are nor required to be and are not drawn up m 
accordance with Schedule Vito The Companie Act 19S6 The A counts are therefore drawn to conform with Forms A & B of the Third Schedule to the Bantans 
iresjiations Act 1949 Subject to the foresotns observations wl report that m accordance with sub section (J) of Seaton 30 of the Bankms ResuMDorts Act 1949 
(al We nwe obtained ail the mformation and explanations whicri to the best of our knowledse and belief were necessary tor the purposes of our audit and have 
found them to be satisfactory 

fb) The trarsartions of the Indian tranches which have come to our rKMice have been within the powers o* (he Bank 

<c) Inouropmton proper books of account asrequiredby law have been kept by the Indian Branches of the Bank so far as appears from our exammMion of Uiose books 

(d) The report in the aLCCAints of Calcutta and New Ddhi Branches of the Bank audired by the respective Branch Auditiys were received and property dealt wiRh 
by us while prcpdnn 3 our report 

(e) The Baancr *ibeet and the hofii and loss Account dealt v/ith by this report are m agreement with the books of account and the returns 

(fj In our opinion and to the be« of our information and accwdmq to the erplanations given to us the said accounts gi>« the mformatioo required by The Companies 
Ad 19b6 in the manner so required for Banking companies and read together witti the nows give a true and fair vrw 
(0 In the casr trf the Balance Sheet of the state of affairs of the Indian Branches of the Bar* as <K 31st March 1991 and 
(ll^ In the else f the and loss Aa ouni of the Prof \ for the year ended on that date 


Force CMOKSHIAGO 

CHAtmO) ACCOU^mNTS 

so/ 

Bombay If SALlVf\Ti 

Dated 94th June 1991 RARTNER 
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Wages, Employment and Output in Interrelated 
Labour Markets in an Agrarian Economy 

A Study of Kerala 

T N Krishnan 


JTiis paper examines the wage structure and wage movements and their relation to employment and output 
I in an agrarian economy in transition In order to explain wage movements in such an economy, the paper develops 
' the concept of ‘interrelated labour markets’. 

I The paper a divided into four sections. The first section analyses the wage structure in agriculture and in con- 
fStruction activity both in the rural and urban sectors for those categories of labour that are paid daily wages. 

• The validity of the concept of interrelated labour markets is verified by estimating vector autoregressions and 
' testing for significant causal relations among the included wage rates. The second section develops a theory of 
I wage structure in the context of interrelated labour markets which emphasises the importance of social norms 
f tn labour market behaviour.^ The third section examines movements in wage relativities in relation to changes 
I ht product demand The final section develops analytical model to explain employment behaviour in inter¬ 
related labour markets and applies this model to explain the changes in employment and output in the agricultural 
I sector of the Kerala economy 


ITHL determination ol wages, employment 
and output is central to economic analysis 
'and, therefore, the behaviour of labour 
^markets continues to bt an important area 
■of reseaich both in industrially advanced 
^economies and in pooier agrarian 
fetonomics' Among the various theories 
(proposed to explain the operation of the 
labour market in poorer agrarian economies 
(the one based on the concept ol ‘interlinked 
I markets is the most prominent one' The 
term ‘interlinked’ is employed to desci ibe a 
situation in which the tree operation ot a 
labour market is consttamed as a result of 
ivarious institutional linkages between the 
(land and credit markets which result in the 
I formation ol patron client icUtionships or 
|4A implicitly lower wage rates 
, 1 he emergence ol a dual labour market 
in the course ot the development ol a 
(backward agrarian economy is well recognis 
,ed in development literature, what is not so 
I well understood is the tact that all categories 
of employment in the modern sector— 
Mhcther skilled oi unskilled, and iriespce 
live of oppoitunities to climb up n job 
ladder -constitute the primary labour 
market as understciod in the literature on 
labour market segment ition This is because 
jobs in this sector are full time and provide 
greater security and invariably hight r eain 
ings' I mployment in the modern seetoi 
comprises not onlv jobs m the developing 
industrial sector but also in such areas as 
government service, publu enterprises and 
utilities, financial servues, etc Not all jobs 
require high education or specialised skills 
and then; aa long waiting periods for seeur 
mg employment 

The market fur labour in the traditional 
jsector- comprising mostly non plantation 
lagricultuic, traditional household and small 
•jScaU industries constiuetion activity 
gdiolesale and retail trade is akin to the 
lecondary labour market because it encom 
Msscs the bulk of the illiterate unskilled 
members ol the labour foae. for a majority 
>f whom employment is seasonal, irregular. 


and wage rates are low Those who are not 
employable elsewhere finally end up in this 
sector^ The inability of employment to 
keep pace with the growth of population and 
ol laboui toiee is reflected in a decline in 
the number ol days of employment available 
fur each peison rather than in an increase 
III the numbet of totalis unemployed 
persons 

This papei examines the wage structure 
and wage movcmcnis and their relation to 
employment and output in an agraiian 
economy in tran<ition In order to explain 
wage movements in such an economy, this 
papci develops a concept oi what shall be 
called inieiiclated labour markets' (to be 
distinguished from eiirrem theories of ‘intei 
linked markets’) Some of the findings 
repoiied in this paper are at variance with 
the conclusions of the major studies on 
agrarian labour markets At the same time. 
It appears that some conclusions from re 
cent theorisation on the relationships among 
wages prices and employment in the 
develope'd industrial economies arc relevant 
lot the present analysis First and foremost 
IS the conclusion that the wage structure in 
this ceoiiomv follows a hierarchical order 
reflecting scKial custom, which results in a 
strong tendency for wage relativities to re 
main stable over the long run' Second, this 
study demonstrates that markets for dif 
lerent categories of labour can indeed be in 
terrelatcd and that such inteirelationships 
opciatc through the wage structure even in 
the absence of inter-market labour mobility 
It IS shown that a rise in the wage rate of 
any category of labour within a structure of 
interrelated labour markets is transmitted to 
other wage rates in order to re-establish wage 
relativities, and this appears to be indepen 
dent of the degree of unionisation of any 
category of labour Finally, it is found that 
a weakening ol product demand is reflected 
in a widening of the relative wage differen- 
tial in the short run and the effect of a rise 
in wages on employment and output is 
mainly determiijed by the conditions of pro¬ 


duct demand and the rate of technological 
change 

More specifically, this paper analyses the 
wage structure and wage movements in the 
traditional sectoi and the effects of wage 
movements on employment and out;)ut tn 
agriculture in kerala T he paper is divided 
into four sections Ihe first section analyses 
the wage structure in agriculture and in con 
stiuetion aeiivitv both in the rural and urban 
sectors foi those categories of labour that 
are paid daily wages Thl validity of the con 
cept ol intcrieTated labour markets is venfle J 
by estimating vcctoi autoregressions and 
testing for significant causal relations among 
the included wage rates T he second seetton 
develops a theory of wage structure in the 
context of inlerrelatcd labour markets which 
emphasises the importance of social norms 
in laboui market behavioui The third sec 
tion examines movements tn wage relativities 
III relation to changes in product demand 
The final section develops an analytical 
model to explain employment behaviour in 
interrelated labour markets and applies this 
model 10 explain the changes in em^oyment 
and output in the agricultural sector of the 
kerala economy 

THt SFTTINC 

I about households constituted 49 6 per 
cent ot total rural households in 1983-84 m 
Kerala one of the highest figures for any 
State m India ^ Of 178 million labour 
households in rural areas, 9,68,000 house¬ 
holds were agricultural labour households 
and the rest were other labour households * 
As in many other parts of India, the rate of 
increase in the number of labour households 
exceeds that of non-labour households by 
a large margin, reflecting the fact that labcMir 
households increase not only demogra- 
phieally but also because economic cir¬ 
cumstances force households of other classes 
into their ranks In fact, between I974-7S 
and 1983-84, the proportion of non-labour 
households dechned from 57 8 to SO 4 per 
cent, in addition, their absolute numbers 


RcmuHnir and fXnlifiral SMwltlv I«ih> SO IMM 



tfecHpIpd fiD 0 }J7 oiiOioa 101.10 mmim.* pilva^taamuflia-eciwn&Httconitttu^ repi«t«nts one of the few ngioos wheM 
TMi implies that aU the net increase in rural 8Q per cent of the per oqiira disposable workers in the informal sector are orxahis 

households were absorbed by. the labour income, then the estimated figure of the ed and unionised; this fact cannot but Hum 

households. As there was only limited room latter would be Rs 3,045, implying that imiwrtant tepercussions on the econo^ 

to absorb them as i^ricultural labourers, remittances might have been as high as 28 Unionisation was aided by the high litenk^ 

most of this increase occurred among non- per cent of the income produced within the levels of the Kerala labour force; KteraQr ^ 

agricultural labour households. While the State.*’ helps to transmit labour market informatldii 

proportion of agricultural labour house- Though Kerala's ecottomy is integrated rapidly. That higher literacy itsdf contribirte 
holds declined from 28 per cent in 1964-65 fully with the all-India economic structure, to a weakening of the traditional inter 

to 27 per cent in 1983-84, those of other rural many features of Kerala’s labour and com- linkages noted by the first committee ap 

labour households rose from 14 per cent to modity markets are quite distinct from the pointed to fix minimum wages for agti 

23 per cent during the same period."* Jhe pattern prevailing in the rest of the country, cultural labourers as early as 1956 in k 

agricultural sector has had negative growth The relationships and interlinkages between report.'-' 

rales since 1975 which provide further the rural labour, land and credit markets in There are three other features of liM 
evidence why such a shift was necessary bet- different regions of India as envisaged in the labour market which distinguish Kerala fkM 

ween agricultural and non-agricultural relevant literature are almost non-existent in other Stales. The first relates to the rate e 

labour households. In cither case the total Kerala. *'* This is the result partly of exten- unemployment.’"' Kerala has the higbrt 

number of days of employment for a worker sive reforms in land ownership and tenancy rale of rural unemployment in India. 

declined during this period." and partly due to the political and organisa- second Is the comparatively high rate of par 

From 1975 the State domestic product tional mobilisation of labour. This mobilisa- ticipaiion of women in the labour force.,*' 

barely managed to grow litetet than popula- tion of labour led to the rapid growth of A ihiid feature is that Kerala has the thirt 

tion (which had indeed begun to decline) but trade unionism not only among agricultural, highest wage rate for agricultural labouren 

the per capita level'of consumption rose at industrial and public service employees, but m the country, after Punjab and HaryatU 

a higher rate due to remittances of incomes has now spread to the informal labour sector (see Table I). The male wage rate is 90 pCi 

by those who were employed in West Asia. also. The rapid growth of labour unions cent higher than the wage rate prevailing it 

The estimated per capita consumer expen- among labourers in the informal sector is a the neighbouring Slate of Tamil Nadu, 

diture of Rs 2,436 in 1986-87 was higher than consequence of the substantial increase in Fstimaies of real wages for different Stata 
the estimated per capita State domestic pro- the size of the non-agricultural labour force, m India are given in Table 2. The real wggi 

duct of Rs 2,371.*’If we assume that the especially since 1975. Perhaps Kerala rates have been estimated using the cost d 

Table I: Daily Money Wage Rates eor Agricultural Labourers in Sclectcd States kor Different Years (July of Each Year) 

{RH 


State 

I960 

1970 

1980 

1984 

1987 


Male 

I-emalc 

Male 

Female 

Male 

Female 

Male 

Female 

Male 

Female 

Andhra Pradesh 

1.30 

0.92 

2.61 

1.90 

•5 78 

4.49 

10.04 

7.68 

12.36 

9.25 

Assam 

2.32 

1.81 

4 30 

3.13 

6.83 

6.25 

11.98 

9.70 

16.85 

13.22 

Bihar 

1.28 

1 It 

2.71 

2.19 

5.35 

4.51 

9.17 

9.09 

12.60 

12.76 

Gujarat 

1,87 

1 40 

2.88 

2.22 

7.02 

5.86 

11.06 

9.86 

y.76 

11.59 

Haryana 

NA 

NA 

5.84 

4.00 

11.63 

8.33 

18.60 

17.17 

22.01 

1213 

Karnataka 

1.66 

1.26 

2.90 

1.69 

6.00 

4.67 

7.11 

5.67 

10.35 

9.59 

Kerala 

1.61 

l.ll 

4.73 

3.02 

9.58 

7.29 

16 67 

12.25 

21.32 

15.89 

Madhya Pradesh 

1.05 

0.83 

2.(» 

1.48 

4.52 

4.36 

8.27 

7.13 

10.67 

9.14 

Maharashir,-) 

1.51 

0.86 

3.03 

1.93 

5.28 

3.67 

10.50 

9.00 

10.00 

9.00 

Orissa 

1.3.3 

0 92 

2.35 

1.58 

5.43 

4.92 

7,68 

6.31 

8.80 

7.50 

Punjab 

2.42 

1.61 

6.52 

4.75 

17.12 

12.50 

17.19 

NA 

23.67 

18.50 

Rajasthan 

NA 

NA 

3..39 

1.78 

7.41 

5.81 

9.86 

7.50 

17.00 

10.50 

Tamil Nadu 

1.15 

0.85 

2.47 

1.68 

5.84 

4.28 

8.67 

6.04 

11.20 

6.17 

Uttar Pradesh 

1.62 

NA 

2.11 

1.91 

6.27 

5.95 

10.22 

8.42 

12.53 

NA 

West Bengal 

1.91 

1.55 

3.25 

2.40 

7.16 

6.10 

9.51 

8.59 

18.73 

11.91 


Source: Ministry ol Agriculture. Government of India: various issues of H-hge Slatislics m India. 

Table 2: Dauy Reai Wage Rails for Agriculturai. L abourers in Selected States fur Different Years (July of Each Year) 


(In 1960 Rupees) 

State 

I960 

1970 

1980 

1984 

1987 


Male 

Female 

Male 

Female 

Male 

Female 

Male 

Female 

Male 

Hemale 

Andhra Pradesh 

1.29 

0.92 

1.51 

I.IO 

1.75 

1.36 

2.24 

1.71 

2.52 

1.89 

Assam 

2.26 

1.76 

2.08 

1.51 

1.69 

1.55 

2.20 

;.78 

2.72 

2.14 

'Bihar 

1.18 

1.02 

1.22 

0.98 

1.32 

l.ll 

1.71 

!.70 

2.10 

2.13 

Gujarat 

1.76 

1.32 

1.60 

1.23 

2.08 

1.73 

2.40 

2!-, 

2.51 

2.11 

Haryana 

NA 

NA 

2.94 

2.01 

2.80 

2.01 

3.45 

3.18 

NA 

NA 

Karnataka 

1.65 

1.25 

1.57 

0.92 

1.69 

1.32 

1.34 

:.07 

1.83 

1.68 

Kerala 

1.57 

1.08 

2.22 

1.42 

2.64 

2.01 

2.60 

1.91 

3.01 

204 

Madhya Pradesh 

1.01 

0.80 

1.01 

0.72 

1.08 

1.04 

1.55 

1.34 

1.78 

I.S3 

Maharashtra 

1.38 

0.79 

1.60 

1.02 

1.40 

0.98 

2.04 

1.75 

1.68 

LSI 

Orissa 

1.25 

0.87 

1.05 

0.71 

1.20 

1.09 

1.30 

1.07 

1.39 

1.18 

Punjab 

2.32 

1.55 

3.29 

2.39 

2.92 

3.01 

3.19 

NA 

3.91 

3.06 

Rajasthan 

NA 

NA 

1.75 

0.92 

1.80 

1.41 

l.% 

1.49 

2.96 

1.83 

Dunil Nadu 

NA 

NA 

1.45 

0.98 

1.63 

1.19 

1.67 

1.17 

1.90 

IM 

Uttar Pradesh 

NA 

NA 

1.08 

0.97 

1.48 

1.41 

1.94 

1.60 

2.0S 

NA 

West Bengal 

1.66 

1.35 

1.54 

1.14 

1.79 

1.52 

1.78 

1.61 

3.08 

1.96 


Noir. We have used the Agricultural Labourers Cost of Living Index of the’ respective States to derive the real wage rales. 
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Mng indicn of the respectiue Sutes. In 
9^, Astam, Gujarat, Karnataka, Punjab, 
Jttar Pradesh and West Bengal had higher 
noney wages and higher real wages than 
Cerala This position changed significantly 
ind by 1987 only Punjab, Haryana (which 
ms earlier part of Punjab) and West Bengal 
lad higher wage rates than Kerala 

I 

Strurtun* in Krnila 

Three factors of wage movements in an 
wnomy are impottani for this analysis 
^ret, any siiigfe wage rate is only one ele 
nent in a vector and therclorc it is 
note appropriate to study the relationships 
unong the whole set ul wage lates than to 
ludy a single wage rateSecondly, wage 
ates have a history ot their own and a cur 
imt wage rate is probably not independent 
It Its past behaviour Ihirdly, institutional 
ind social factors are perhaps more impor 
ant in the determination of wage rates than 
he conditions ol supply ot and demand for 
abour in any market 
Most wage studies in agrarian economies 
inalyse the determination ol a single or ai 
nost two wage rates in the agricultural 
lector. Ignoring the tact that agricultural 
wages might be influenced by or related to 
Jther wages m the system Much attention 
las been bestowed on describing the opera 
ion of interlinked markets m India with the 
esult that few studies have been undertaken 
Ml other categories ol labour It is probably 
rue that as an economy undergoes change, 
he social and institutional relationships also 
ihange, but we have very little information 
in the pace and pattern ot these changes 
Social and institutional changesxlo not take 
ilace in a discontinuous and disciete manner 
Mit repasent gradual and continuous change 
wei time It is m this sense ilut thi historical 
xMitext becomes imponam m an analvsis ot 
abour market behaviour 
In this paper we analyse the wages ot eight 
MKe^nes of rural labour belonging to the 
'oiistruction and agricultural sectors ol the 
iCerala economy These categories are those 
if mason, carpenter, unskilled man and 
inskilled woman for the construction sector 
wddy field male worker, paddy held female 
worker, other agricultural malt worker and 
ither agricultural female worker In addi 
ion, the paper analyses wage rates tor con- 
aruction activity in the urban sector Annual 
wage data on constructioij activity and for 
laddy field male labour are available for the 
lenod 1963 to 1989 and lor the remaining 
'ategories from 1973 I or some categories 
nonthly or quarterly observations are 
tvatlable, and such data have been used as 
well. 

Nominal wage rates have risen without 
my interruption during the period under 
inalysis for all categories ol labour almost 
H the s.ime average annual rate Money wage 
lates m 1989 were about 12 times higher than 
■" 1963 WMfc the cost of living index also 
Mdnmatically, especially since 1974, sitll 
kl 9ilM latet more than doubled during 
;is Kerala happens to be the only 

.ateivherc real wages have nearly doubled 

e.. 

-84 


between 1960 and 1990, and thit it parti> 
cularly significant in the light of the obser* 
vation made earlier that the Kenda economy 
had practicalty remained stagnant after 1975 
However, the effects of this stagnation were 
paitly offset by the remittances of income 
by workers from Kerala who migrated in 
large numbers during this period to \M:st 
Asia These accruals ol factor incomes not 
only laised the levels of direct consumption 
ol those families receiving such incomes but 
also initiated a boom in construction 
actisity 

This study ol ihc wage structure of Kerala 
begins with an estimation ol relative wages 
(sec labit 3) To liegin with, we have 
calculated tor each ycai (or quarter or 
month as (he case may be) the ratio between 
the wages ot wurkcis in each category men 
tioned III fable 3 and the wage of masons 
in rural areas Ihesc wage ratios, which lie 
betw*een 100 and 041, point to some in 
tcresting features of the wage structure in 
Kerala When the talios are arranged in a 
declining order ihc's tall in a hieranhical 
order with the carpinicr mason at the top 
and the tcmalc agiicultural labourer at the 
bottom For each ratio ihc mean and the 
coetliiient ot vaiiatioii wtic also calculated 
and they indicate remarkable stability The 
values ol the coefficient of variation langc 
between I per cent and 10 nci cent As wc 
go down the hicraichical oidcr the value of 
the latio declines in addition <hc coefficicni 
ul variation rises, signitying that the lowci 
the position ol a category in tfic wage hicrar 
chy, the greater the variabiliis it the wave 
ratios When the wage laluis aic tccalculatcd 
in terms ul wage rates oiliti than that ol the 
luial mason there is no increase in the co 
efficient of variation 

An cxammaiiun of the ratios over the 
period reveals that some rcordciinis ol the 
ratios has cKCurred after the mid 1970s 1 he 
migration of laboui u> West Asia began at 
this lime and soon led to the construction 
boom in the State Ihc decline in acreage 
under paddy cultivation also started alter 
1975 All these changes had their ellccts on 
laboui demand in the respective labeiiii 


marktta These «(« aoelyeed later ta tins 
paper 

CAUSAI VFRSUSSTRUCTURAt FACIORS 

The ‘stickiness’ of the wage ratios and the 
low values of the coefficients of variation 
together raise the question ol wbethel the 
wage rales arc ail lelated in some way and 
thcielore move te {,ethef when a single wage 
rate changes lo illustrate certain factors 
cause a change in a single wage rate The 
change in that wage rale triggers a process 
that lends towards the restoration ot the pre 
existing panties between wage ratios 1 his 
process occurs whethei or not the factors 
that caused the original change are present 
in other (interrelated) labour maikets A 
change in a wage stiucture thus has two 
component parts lirsi a change in the wage 
rate in a single maikei (the ‘initial wage 
change') and, seeondiv a consequent change 
in all other labour markets (the ‘induced 
wage change) 

TaBII 4 I ISI Ol \ \H Bits Dill) IN 
t M SSI fisis 

Daily Wage Rales (in luptci) m Ruial Sector 

V 1 Mason 

V 2 C irptnier 

v 3 Agiieullural labuuici (male) 
v 4 Agticiiltuial labourer (Icniale) 
v 5 Other agni ultural labc'iiier (malt) 

V 6 Othei agrnuhiiral labourer item lie) 

V 7 Unskilled construction wuikii (male) 

Unskilled eunstnietioii worKci (temale) 

Uailv Wage Rales (in rupees) in L iban Steiot 

V 9 Mason 

V 10 C arpentcr 

V II Unskilled construcliun woiker (malt) 

V 12 Unskilled construction worker (Icrnale) 

Others 

V 13 Cost o( living index lot agnculiuril 

labourers 

V 14 Amount of bank deposits (in crorcs o( 

rupees) pci bank branch (one ciorc 
tell million) 

V IS Amouni ol bank credit (in croicv ot 

I iipees) per bank branch 


fABif 3 Mian 

SlANDAKU DIVIATION AND ( 01-11 If UNI Ol VARIATION Ol 

W St r Rr 

\M ivn UN 

Period 

Wagt Relativity 

Mean 

Standaid 

C ocffi 




Deviation 

citnt of 





Variation 





(Per C enl) 

Ruial Ssretor 





1963 64 to 

( aipcnier/mason 

1(X) 

oot 

too 

1989 90 

Unskilled men (constr)/mavon 

062 

003 

50 


Agr lab/mason 

045 

003 

80 



063 

004 

70 

1973 74 10 

Other agr male labour/mason 

0 62 

004 

700 

1989 90 

Agr female labou 'son 

041 

004 

10 00 


Other agr female lab/mason 

04S 

002 

500 


Other agr male lab/agr male lab 

099 

002 

200 


Other agr female laboui/agr lab 

0(>6 

005 

800 


Other agr feirude lab/agr female lab 

111 

on 

1000 

llriMn 'wrtor 





1963 64 10 

Carpenter/mason 

100 

002 

200 

1988 89 

Unskilled men/mason 

063 

002 

400 


Unskilled women/mason 

047 

002 

300 


Unskilled women/unskilled men 

074 

003 

SOO 


Economic and Political Weekly June 29, 1991 



'iniMW 1^ -ooapoiMM liMrtt of MIO 
diaatHKia woie itroctiim need to bo 
(liitkKt for i^yi^ purppMS. The IM 
hctor (or facton)' that initiates the wage 
change may be de^bed as the ^usal fac¬ 
tor* (or facton) and the subsequent shift in 

the inicnelated labour markets may be 
described as hrising from the ‘structural 
factor*. Ah cnample of a caus^ factor is the 
ihange in mon^ wages brought about by 
the rise in the demand for construction 
labour arising from the building boom; the 
consequent series of wage changes in other 
sectors like agriculture in order to restore 
parity exemplities the ‘structural factor*. 
Simihuly, a ^ain reactitm in wage changes 
brought about by an initial rise in a wage 
rate by uiiion action in a single labour 
market is another example of the operation 
of a structural factor. 

The presence of structural factors resul¬ 
ting in simultaneous adjustments in wage 
tales in iifterralated labour markets com¬ 
plicates the analysis of the factors responsi¬ 
ble for changes in tlte wage structure. This 
is because the causal and structural com¬ 
ponents of such a change must be decom¬ 
posed. While'the *causal factor’ represents 
a unidirectional relationship, the structural 
factor will lead to bidirectional relationships 
between wages. In this paper we have 
employed the Granger-Sims causality pro¬ 
cedure to test for the presence of structural 
relationships rather than causal relation¬ 
ships.^ Sims had proposed the estimation 
of vector autoregressions to test for Granger 
causality and for mutual feedbacks between 
endogenous and exogenous variables.*' We 
estimate vector auioregtessions in this paper 
to test for mutual relationships among wage 
rates in an attempt to provide-an explana¬ 
tion for the apparent stability in the wage 
ratios. 

The following VAR model has been 
estimated with appropriate modifications 
for data availability; 

A(L)X, = U, (I) 

where X is an (n • 1) vector of variable.s. A 
is an (n • n) matrix ol coefficients, L is the 
lag operator and U is an (n * 1) vector of 
white noise disturbance terms. The basic 
premise of the VAR is that future values of 
X depend on the current and past values of 
X‘only.“ 

Since the purpose of this exercise is not 
to derive forecasts of the wage rates but to 
test the existence of and the direction in 
Granger causality, we have neither examin¬ 
ed the magnitude nor the sign of the 
estimated coefficients at this juncture As the 
presence or absence of Granger cau.sality is 
detennined by the significance of the F-tests, 
these have been estimated for alternative 
data sets and their results compared to 
establish firmly the nature of the relation¬ 
ships.'^^ We have estimated VARs with 
monthly, quarterly and annual data 
(although, as mentioned earlier, these three 
sets are not uniformly' available for the 
whole wage vemor). However, each set has 
an intersecting.subset of the others and if 
Cra'ngef causality is found in all the inter¬ 
secting subsets, then the robustness of the 
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relationships can be established without any 
doubt. 

Monthly average daily wage data are 
available for six occupations in the 
agricultural sector, namely for masons, 
carpenters, male workers in paddy fields, 
female workers in paddy fields, other 
agricultural male workers, other agricultural 
female workers. These occupations are in the 
rural sector. For the urban sector, quarterly 
average daily wage data are available for four 
categories of labour in the construction 
sector, those of mason, carpenter, unskilled 
male worker and unskilled female worker. 
These wage rates are for the period 1974 to 
1989. Aftnual average daily wages for the 
period 1964 to 1989 for building constiuc;- 
tion workers in the rural sector and for 
paddy-field male labour are also available. 
We have therefore estimated VARs with 
monthly, quarterly and annual data. In the 
VARs with quarterly data, we have com¬ 
bined, on various theoretical considerations, 
the rural and urban series. The rural sector 
is the .source of the “unlimited supply of 
labour” to the urban sector and therefore 
the level of rural wages may be one of the 
I actors determining the level of urban wages. 
Interestingly, the rural-urban differential in 
wages in construction activity for all 
categories of labour is about 10 per cent and 
remains constant during the entire period of 
analysis. 

RESUl.rS OF CAUSAl.n Y Tesit, 

An important question in estimating VAR 
concerns the choice of lag lengths in the 
equations. Recent contributions to the 
literature discuss some objective criteria for 
the selection of lag lengths, but in this 
analysis we have«followed an empirical ap¬ 
proach, trying difterent lag lengths and com¬ 
paring their resplts. As is now well under¬ 
stood, the causality relationships are not 
only quite sensitive to lag lengths but the 
efficiency of the estimates are also affected 
by them. For instance; the presence or 
absence of serial correlmion seems to be af¬ 


fected by the lag length. There is a priori 
reason to believe that the Jags are of short 
duration: we have noticed that within- and 
between-year coefficients of variation were 
small.^ As the length of lag was increased, 
it was found that the estimates began 'o 
show the presence Of serious aulocorrehuion 
in the residuals. This fact determined the lag 
structure chosen for these estimates. 

The results of the veetpr autoregressions 
are given in Tables S, 6 and 7. Ihble 8 
presents a summary of direction of causality 
based on the tests of .significance. Table 5 
gives the values of Fs and other summary 
statistics Tor the VARs'using the monthly 
wage data for the rural sector. We ran the 
regressions with lag lengths of 3, 6, 4 and 
12 months and found that a lag of 12 past 
values gave the most satisfactory result from 
the point of view of serial correlation as well 
as from the levels of significance of F values. 
The following linear form was adopted for 
the estimation; 

w; = C f a*w; -F P, + u; (2) 

where the W”s are the wage rates and P,, 
the cost of living index for agricultural 
labouicis. Cost of living indices arc not 
csiimaicd for construction workers. 

OnU quarterly observations are available 
lor consiruciion activity in the urban sector. 
As the source of urban labour supply is 
primarily the adjacent rural areas, the urban 
wage rates arc likely to be closely related to 
the rural wages and the conditions of labour 
demand in the rural sector. The urban wage 
in the const roc' .on .sector appears primarily 
to be deiet mined by adding a mark-up over 
the lural wage rate In order to test this 
hypothesis, wc first derived quarterly 
estimates of rural wages from the monthly 
wage data and combined these with urbmi 
wages. The VARs were estimated using this 
combined set of wage data. The results are 
given in Tible 6. 

Finally in Thble 7 we give the F values for 
the annual data for the rural sector. Only 
five categories of wages are available on an 
annual basis—four for the construction 
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sector ana a single wage rate tor me agri¬ 
cultural sector The construction boom in 
kerala was initiated by the remittances of 
workers from Kerala m West Asia after the 
petroleum pnce hike in 1974 It would be in 
teresting to test the impact of Gulf remit 
tances on wage rates, unfortunately, data on 
remittances are not available However, we 
kr ow that most of these remittances have 
been made through the banking system and 
therefore would be reflected in a nse in bank 
deposits and in bank lendings In the annual 
VARs we have included bank deposits per 
bank branch and bank credits per bank 
branch as proxies for remittances 

What do the results indicate on the nature 
of and the directions in causality among the 
variables included in the VARsi First, it is 
hnpoilant to note that the results ol the three 
independent sets of VARs are consistent with 
each other The largest data set employed for 
the Granger Sims causality tests was the set 
of quarterly observations of the combined 
rural and urban wage rates All those 
variables which exhibited significant levels 
of causality were also found to exhibit 
similar relationships with monthly and 
annual data sets 

The causality tests lend strong support to 
the hypothesis advanced earlier that the 
wage rates arc mutually related and operatt 
through feedback mechanisms when wage 
panties are disturbed until they arc it 
established This interdependence ot the 
wages that comprise the wage structure tan 
be seen in terms ot lour different types ol 
linkages first, between rural and urban 
wages, secondly, between skilled and unskil 
led wages, thirdly, between different types 
of unskilled wages, and fourthly, between 
wages paid to men and womcp 

^ginning with the Lewis model on 
unlimited supplies of labour, it is a common 
assumption ihat the existing wage rate in tht 
agricultural sector defines the opportunity 
cost of labour in other sectors and therefore 
wage rates elsewhere in the economy will be 
closely related to the wage rate prevailing in 
agriculture The causality tests undertaken 
here indicate that almost all wage rales in 
both rural and urban sectors, aie causally 
related to the wage rates in the agricultural 


sector iRougnagncuiiurai wapnuraitger- 
cause urban wages, the reverse rdationship 
IS not generally true except in the case of 
male agricultural labour (paddy field 
labour) However, the mutual feedback 
mechamsm seems to be operating within the 
construction labour martet where the urban 
wages appear significant in the rural wage 
equations of mason and of carpenter 
1 he significance levels of F values indicate 
lhat the wage rates of masons and carpenters 
are highly sensitive to unskilled wages Not 
only are panties between the wages of skilled 
and unskilled workeis within the consttuc 
tion sector sigmlicant, it is also remarkable 
that tht panties between the wages of skilled 
workeis in construction and agricultural 
wages aa equally sigmlicant These relation 
ships turn out to be stronger in the rural 
sectoi I heie also operates a feedback Irom 
the wage rates ol mason and carpenter to 
the wages ol male workeis in agncultutc In 
fact this mutual relationship between skilled 
Workers in eonstiuction and male agii 
cultural workers constitutes the crucial link 
in the wage chain The wages of all other 
unskilled workers in agriculture, whether 
male or female, a're mutually related through 
the male agrieultural wage rates In the cast 
ol gender dilterentials in wages, female wage 
rates appear to be iclatcd diactly only to ihe 
wage lates in the agricultural sector Their 
links with the skilled wages in eonstiuction 
arc only indirect (via their links with mik 
agricultural wages) 

*A linal important finding relates lo tin 
direction of eausality betwcin price ind 
wages Monthly qiiaitcily and annual VARs 
show that causaiitv dots not lun in the diiec 
lion from price to wages but seems to be 
operable in the opposite direction namely 
tiom wage changes to changes in the cost 
ot living index There is further suppcirl loi 
this view when we examine tarelully the 
lesulis ot the VARs with annual observations 
lor the lural sectoi We included bank 
deposits per branch and bank credits per 
branch as proxies loi toreign exchange remit 
tances by Keiala workers living abroad 
These variables appeal significant in the 
wage equations ot mason and carpenter as 
well as the price equation This (meting vug 


gesti iiMB in® coiHiruvxisiu wmw «• 
was initt^ed by remitunccs, m turn, the con¬ 
struction boom led 10 the nse in the wages 
of masons and carpenters Further, remit¬ 
tances and the construction boom were im 
portant factors in the increase in the cost ol 
living in Kerala 

II 

A Theory of Wage Structure 

The analysis prevented above raises some 
important theoretical questions on wage for 
mation, wage structure and the mecharacs 
of the operation ot labour markets in Kerala 
—What are the reasons for wage relativities 
to remain almost stable over the long-run’’ 
—Why have money wages remained ‘stwky’ 
downwards when unemploymmi is in 
creasing secularly’’ 

—Why do the unemployed not offei 
themselves for work at lower wages’’ 

—Whdt are Ihe reasons tor employers not 
bidding down wages bv offenng jobs to 
the unemployed ’ 

In this section we shall attempt lo provide 
some answers to these questions with 
reierence to ke rata s economic performance 
These arc questions that have been asked not 
onlv in (he context ol development 
economics but also in reference to the 
macroeconomic performance of developed 
economics in recent limes Some of our own 
explanations mav be similar oi very close to 
(he explanations put forward m the latter 

ir cl 

Six lAI NIIRMS and WAlih Rf-I ATIVniLS 
The lirangcr causaliry tests showed thal 
the wage rales were mutually related and thal 
causation ran in both diaciions Obviously 
this deserves explanation We had pointed 
out earlier that wage iclativiiies are strut 
tured hierarehieally and had also noted that 
thceocttieient of variation increases as one 
moves down in the hieranhy We adduce here 
what we consider to be the explanations for 
their mutual dependence and hence for the 
stability of the wage relativities^^ This 
explanation would have to depend on an 
important attribute of the labour market, 
namely that it is a historically evolved social 
institution 
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iMi|e stractum are probably uiUversalfy 
hierarchical, reflectmg occupattcmal and skill 
differences But in a traditional society like 
Kerala, these differences are further re- 
uiforced by caste considerations that restrict 
entry into certain occupations For instance; 
carpentry, blacksmith-work, goldsmith-work 
and masonry are caste-based occupations 
and peisons of other castes neither enter into 
nor arc normally accepted by those who are 
already engaged in these professions An 
important aspect of development is social 
and occupational mobility While such 
mobility IS still denied in strongly caste- 
based occupations, masonry is one area 
where other castes have begun to enter In 
the historical evolution of Indian or Kerala 
society, the caste hierarchy also determined 
the social tanking ordei of every group in 
{be society While historically one’s eco 
nomic position was also closely tied to the 
caste hierarchy and the social status these 
links arc slowly breaking down While every 
group would desire an improvement in its 
social and economic status, each group 
would also be particularly concerned with 
any perceived decline in its hierarchical 
status and would make every effort to mam 
tain Its relative position ^ However, persons 
belonging to the middle of the caste 


hierarchy Are Joining the liMtA Af Agii- 
ctiltural labour or the construction labour 
pool due to lack of employment oppor¬ 
tunities or when they have neither any asset 
base to fall back upon nor any training or 
education to gain entry into better 
professions 

Any person who lives in a hierarchical 
society and is aware of and concerned with 
his status will be constantly comparing 
himself with those above and below him 
Caste hierarchy is determined by birth and 
thus can be considered as the given initial 
conditions Among other factors such as 
occupation, income and political power, the 
most visible and also the most easily 
measurable index of status is income In the 
(ase of hired labour, a ranking on the basis 
of income will be roughly the same as a 
ranking on the basis of the level of wage 
rat^, assuming for the present that the 
quantum of employment is similar tor all 
groups of labour 

I here is no a priori reason to believe that 
a labourer who is part of a hierarchical 
society will behave in a different manner 
from the rest ol the population He will be 
concerned with his relative position and will 
be comparing his wages with the wages oi 
those above and hclow him Each and eveiy 


grtMtpbriilwiHmAMil^tAM^^ 
comparisons ail the time in order to protect 
(heir position within tne labour hierarchy. 
We may identify these as vertical com¬ 
parisons These vertical compansons con¬ 
stitute an important factor in the emergence 
and maintenance of the wage relativities. 

Would noi a labourer stand to gam 
employment bv offenng himsdf for work at 
lower than the prevailing wage rate? Are 
there compelling reasons against doing so^ 
These are important questions in the con¬ 
text of high and increasing unemployment 
in Kerala It appears that there are economic 
as well sociological reasons why a labourer, 
in the Kerala context, would not offer 
himself for work for a wage other than the 
prevailing one The flrsi factor has to do with 
the perceived-norm regarding the standard 
of living appropriate to his class or group 
This perceis^ norm is arrived at by a pro 
cess of horizontal comparisons analogous 
to the vertical compansons mentioned 
above Just as he is comparing his position 
with that of those above and below him, he 
IS also comparing his own living standards 
with those of others who belong to the same 
occupational group or do similar jobs If this 
IS true then the own lagged variable should 
appear significant in the Granger test The 
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11k fliaiainMcK of lM 4 i «Mda^ 
propiists to the p erce i ve d Hviag etantfooit 
of ooctt owo peer iroiip is crucial to the 
maintenaace of ooA lOcU status within the 
hieraichical structure. Therefore^ unless the 
elasticity of emptoyment with respect to 
wages is greater than unity, a labourer wiU 
not be able to ndse his total wage inconw 
by accepting a lower wage rate: At every 
labourer is aware of the emptoyment pattern 
in Oe village^ there is perfect foresight about 
the nature of emplo^ent. Almost all the 
employment opportunities are in agriculture 
which has a ri^ seasonal pattern. There is 
also no incentive to migrate to neighbour¬ 
ing villages in search of work as there is an 
euecM supply of labour in these villages as 
well and die pattern of employment fe 
similar. Besides, after land reform, every 
labourer lives in the dwelling to whiA he or 
she becagie entitled and therefore has no in¬ 
centive ^-travel far beyond commuting 
distance, Casual workers in Kerala are dose- 
ly tied to their roou and they migiateiar 
work only if the compensation b suffidenUy 
high to warrant the dislocation of their 
residence. Due to all these reasons, the 
elasticity of employment with respect to 
wages will be much less than unity and 
therefore there b no incentive for anyone to 
offer himself at a wage rate lower than the 
prevailing one. 

Another factor will be the social stigma 
attached to a labourer if it is known amon^ 
his paper group that be is working for a 
lower rate than the prevailing wage rate.” 
This social resentment is reinforced by 
unionism in Kerala, especially among 
agricultural labourers, which has not only 
made them aware of their, organised 
strength, but has also instilled in them adeep 
sense of class consciousness. Anyone who 
breaks the class norm will be considered to 

harming their class interests and is likely 
to be subjected to social and political 
pressures to make them resist such deviant 
behaviour. Such pressures are greater in 
Kerala than elsewehere in India, since in 
Kerala agricultural labourer unions are con¬ 
trolled largely by the Leftbt parties that 
enforce union discipline firmly.” 

While the csiplanaiion provides a rationale 
for the workere not to accept lower wage 
rates and strive for the maintenance of wage 
relativities, there is no apparent reason wlv 
the employm should accept such a position. 
As there b an excess supply of labour in 
agriculture; if the empicyers were to organise 
1 ^ collectively offer a lower wage, the 
labourers would have found it difficult to 
terist the wage cut However, such a stale¬ 
mate has not taken place until now and it 
b interesting to enquire what might be the 
reasons for the same. 

The first and foremost is the fact that 
agricultural hd»ur b strongly unionised and 
therefore wage cuts are resisted on all counts. 
The arguing in favour of maintaining the 
wage parities inovide a strong weapon to 
labrar unions not only to resist wage cuts 
but, on the other h^, to enforce the 
upsmrd revbioo of wages. In fhct, the 
phenomenon of wage parity maintenance 


has enabled agricultural labour in Kerala to 
achieve increases in real wages in spile of 
rising unemployment. * 

These wage increases have also been aided 
by the periodic revision of minimum wages 
that take into account increases in the cost 
of living.Kerala b perhaps the only State 
in India where the minimum wage notifica¬ 
tions are effective and operational. The 
notification of minimum wages provides 
another reason for the trade unions to 
demand wage revisimis. 

We have some interesting evidence to in¬ 
dicate that the maintenance of wage parities 
is accepted as a desirable principle by both 
unions and employers. This principle is ex¬ 
plicitly stated in the report of the first 
minimum wages committee which included 
prominent trade union leaders as well as in¬ 
fluential farmers: 

The problem of minimum wage fixation has 
also to be approached from the angle of com¬ 
parative wage levels in other occupations; lor, 
ultimately there cannot be any disparity bet¬ 
ween the standard requirements of an 
agricultural labourer and of an industrial 
worker. Too wide a gap between the wages 
of these categories of workers would not only 
be inequitable and unjust, but it would also 
be not conducive to the maintenance of a 
sound and stable economy. The need to 
preserve a balance between these two sectors 
of our economy becomes manifest when we 
consider this imblem in relation to planta¬ 
tion workers. Representatives of the planta¬ 
tion industries fed that if the wages in the 
plantations are fixed high, having in view the 
capacity of the employer to pay, then there 
may be a tendency for agricultural labour in 
the neighbourhood to migrate to plantations. 
The disturbance of the balance or relation¬ 
ship between agricultural and plantation 
wages would seriously affect the agricultural 
economy as a whde. The same arguments 
hold good in respect of wages in industries. 
The problem of fixation id wages b therefore 
very delicate and difficult. The wages we fix 
should ndtber be too high based on idealistic 
considerations, fi>r it would not only defeat 


the purpose of the legislation, but would 
result in unemployment and loss of produc¬ 
tion, nor should it be too low, for it would 
be ineffective in promoting the object of the 
legislation, lb provide a fairly decent stan¬ 
dard of living to them is essentially a ques¬ 
tion of social justice 

From the foregoing statement it is clear 
that the committee was aware of the impor¬ 
tance of maintaining the wage parities and 
at the same was also concerned about the 
question of social justice. 

The committee also mentions that the 
minimum wage fixed, must be a ‘fair 
wage’.'’ What constitutes a fair wage is a 
difficult question to answer. Employers and 
employees might have very different notions 
and mutually inconsistent norms regarding 
‘fair wages'” The idea of fairness in the 
context of wage relativities needs to be in¬ 
terpreted quite cautiou.sly. Workers may feel 
that the wages they receive do not reflect 
what they are entitled to but they might still 
accept them as long as they are consistent 
with the historically determined wage 
relativities. They may tcci that the least 
society can do for them is to adjust their 
wages in step with changes in other wages. 
In this limited sense, the prevailing wage 
panties might have acquired over time the 
stamp of ‘fairness’, by providing a societal 
norm for wage setting. Therefore, any 
change in wage panties has to reflect a 
change in this societal norm and can only 
be a gradual process, reflecting long-run 
trends in the economy. It is difficult to ex¬ 
plain how the original parities get 
established—their establishment is the result 
of the interplay' of numerous forces—but 
once established, thev form part of the cor¬ 
pus of social customs and norms a society 
inevitably takes on itself for its 
functioning.” 

The above view regarding wage-setting in 
the Kerala economy does not imply that the 
same mechanism will hold go^ for the 
other regions of India. The institutiotml set¬ 
ting of the labour market in Kerala is very 
distinct in that it is an unfettered labour 
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itf^uleet, intiic KnM tl«t It» not iwd to the 
nedit or land markets Besides, some 
Kgments of the market are unionised and 
am influence the determination of wage 
nates. Uniomsation of rural labour in the rest 
9f India has not yet taken place 
If the adherence to wage panties is con- 
ndered a societal norm then it implies that 
the employers also accept the penodic revi 
non of wages without much resistance. Why 
they Ml m line when there is an excess supp¬ 
ly of labour still needs further analysis An 
mployer may consider the prevailing wage 
fate too high but will still decide to pay it 
for two principal reasons The iirst factor 
IS the nature of the product cycle in 
ignculture Almost all agricultural opera 
ions have to be completed within a specified 
iine framework to avoid any damage to ihe 
nop, this fact enables the labour force to ex 
aeise some monopsony power and thus 
strengthen its bargaining position Under 
;he$e circumstances, the employers would 
Eace a reduction in their total output unless 
;hey agreed to pay the prevailing wage rate, 
which would be an important consideration 
n agriculture where the peak season re 
)Uirements of labour could be high This 
Ihctor IS likely to be reinforced by the mstitii 
:ional structure of the labour market in 
Kerala The market for unskilled labour is 
teographically segmented and there is 
ninimal intei village mobility of labour 
In a local labour market, the employers 
Ire aware of the nature of th; conditions of 
abour supply and have some tamiharitv 
with those who are seeking work They aie 
probably aware ol the quality of work of dil 
fierent persons and might have even 
levelop^ some sort of a ranking ot workers 
Ml the basis of the efliciency of their 
work This may lead to inlornial 
mderstandings and arrangements between 
sarticular sets of employers and employees 
-employers preferring particular employees 
Ml the basis of their perceived levels of effi 
:iency in work bor employers such prefer 
«d employees are likely to reduce the op 
Msrtunity cost ol supervision Such pre 
feiences would not entail the payment of any 
Mcmium ovei the market wage, but the pay 
nent of a wage l^elow the market wage may 
iffeci the level ol effort and hence the effi 
dency of work and thus jeopardise the in 
formal relationship between the employer 
ind the employee Under this situation, the 
prevailing market wage will be the efficiency 
wage " At the market wage, the labourer 
will put in the maximum effort and at this 
wage the supply of labour will be highly 
ilastic As far as the employer is concern 
Ki, at wages below the prevailing market 
wage rate the important question is not of 
:he eiasticity of labour supply but the 
ilasticitv ol effort fcven if unemployed 
workers arc willing to offer themselves for 
work ill lower wages, their awareness of this 
atuation may he reflected in the level of in 
ensity of their effort and thus result m lower 
lutput I herefore, on grounds of efficiency, 
;he employei will prefer to pay the prevailing 
wage rate to his most preferred employees 
ind thus minimise his supervisory costs for 
I given lesci of output For the preferred 


enqltoyeat. pitniiig in their tMR eAMt 
minimises thiar own transaction edett and 
offos some regularity in emptoyment in a 
market where there is an excess supply of 
labour 

The operation of the efficiency wage is 
illustrated m Diagram 1 The efTiciency wage 
may be considered to be determined by a 
vanety of factors, but an important element 
would be the level of the nuintional intake 
since work effort can be measured in terms 
of energy expenditure in Diagram 1, we 
measure both effort and outcome in terms 
ot energy units There coutd be an institu 
tionaUy determined minimum wage below 
which no labour supply would be forth 


determine the ihitUl portion «f (he effort 
curve. The origin and the shape of the ef¬ 
fort curve will depend on the kvd of the of> 
fered wage There u also an upper limit to 
the effort curve determuied by physiokigical 
limits beyond which effort cannot be rais¬ 
ed At the lower wage rate the tune devoted 
to heavy work will be less compared to a 
high wage situation. As one substitutes 
heavy, work for light work the energy expen¬ 
diture will rise at a faster rate The effort 
curves drawn reflects these features E, 
and E, are ihc marginal effort curves cor¬ 
responding to wage rates W, and In 
the same diagram, we can also measure out 
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Sourer Depanmeni of Economies and Statistics, Oovernmcni of kcrala. Report of the Suriet 
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|M «Q liniH <n 4Qa|v |M08IIOIIOfl« iM cor*» 

nilKmiUng to etch <Mffibrt hwl thm Witt 
»n output cunc as «ielL* Q, aiui O^ an the 
maifhial output curves comspondmg to E, 
and Eg- Highn' the levd of effort, the huger 
srill be the level of output In a ^nation Hke 
that of ibtala’s, the supidy of labour will 
be inrmitely ela^c at the market wage rate. 
Even otherwise, in a Lewis-type economy, 
the labour sup^y will be hi^ly elastic at 
the prevailing wage rate. This ensures the 
necessary conditions fw the stability of the 
labour market: first, the condition that it is 
not necessary to offer a wagE above the 
prevailing market mte and, secondly, the 
condition that the optimum effort will be 
forthcoming at that wage rate (as otherwise 
the employer would be free to substitute one 
worker with another). Therefore; the worker 
faces the threat of unemployment if he fails 
to put in his best effort. These are the 
reasons why the prevailing wage rate turns 
out exactly to be the efficiency wage rate At 
this wage rate the employer will maximise 
his net output. 

Ill 

Wage Relativities and Changea 
in Product Denuuid 

The low coefTicients of variation and the 
mutual causal relationships among wage 
rates together do not imply that wage 
relativities are insensitive to coriditions in the 
different product markets. Ar weaning of 
product demand will obviously lead to a 
weakening of the demand for labour too 
which in turn may widen the wage relati¬ 
vities. McDonald and Solow have shown 
that in a segmented labour market where 
there is flexibility of wage ihtes in the 
secondary labour market to accommodate 
all those who seek jobs in that sector, the 
wage differential between the primary and 
the secondary sector widens as* the overall 
labour market weakens and vice versa.'*’ 
They assume that the wage rate in the 
primary sector is rigid and it is changes in 
employment and not in wages which bring 
about the adjustment in this market. 

The basic premise of our analysis differs 
fundamentally from the McDonald-Solow 
assumption in that the wage relativities are 
mutually related and are assumed to be 
stable. However, we also find that wage 
relativities widen as product demand 
weakens and narrows as product demand 
tightens. But because of the attempt to 
maintain the stability of wage relativities 
over the long-run, any widening of wage 
disparities is countered by attempts to regain 
the original parity levels. How soon the 
parity is restored wUI depend essentially on 
the conditions and characteristics of the 
particular labour market. Unionisation can 
be one instrument which can reduce the lag 
in the adjustment process and restore parities 
as quickly as possible. Another mechanism 
would be to appeal to custom and tradition 
in wage relationships as a reason for the 
restoration of parity whenever it is widely 
off the accepted norm. In the Kerala situa¬ 
tion both these factors may be in operation. 


4» repeat the point, this study analyses 
wages in the construction and agncultufa! 
sectors of the Kerala economy. Within 
agriculture, the most important commodity 
IS rice and therefore the most significant 
wage rate is that of paddy field labour. An 
increase in construction activity or a rise in 
demand for construction labour will be 
reflected in a rise in wage rates in this .sector, 
especially in the wages of masons and 
carpenters. We therefore estimated the ratio 
of paddy field labour to that of masons in 
order to analyse the movements in wage rates 
in relation to the changes in demand in the 
respective product markets. 

What do the wage ratios indicate? The 
wage ratio for male agricultural workers rises 
tiom 0.62 m 1963-64 to 0.72 in 1974-75 and 
then declines to 0.57 in 1981-82. Thereafter 
It rises slowly and reaches a figure of 0.65 
in 1988-89, close to the mean value. The 
wage rates of female agricultural workers arc 
available only for the period 1973-74 to 
1988-89 and the relative wage of female 
agricultural labour appears to have steadily 
deteriorated, from 0.49 to 0.38. Thus it 
appears that the brunt of the labour market 
adjustment in a weak product market is 
borne by female labour. 

Dible 9 provides data on wage relativities, 
on the farm harvest price of paddy and on. 
the cost of living index for agricultural 
labourers in Kerala. While farm prices as 
well as the cost of Using index have risen 
during the period of our analysis, there ate 
some marked differences in their trends. The 
trends in harvest prices reflect mote ac¬ 


curately the total output in ^culture (and 
in drought years, hardest price increases arp 
much higher than those fin the cost of Uving 
index). Column 3 of llible 8 gives the ratio 
of the farm price index to that of cost of 
living, and shows that from 1968 to 1978 it 
was greater than one and that from 1979 this 
trend was somewhat reversed. Larger in¬ 
creases took place in farm harvest prices bet¬ 
ween 1966 and 1975 than in the subsequem 
period. A comparison of the armual percen¬ 
tage changes in wage relativities with those 
in farm harvest prices indicates that both 
move together. The wage relativities began 
to rise from 1966 until 197;$ and, reflecting 
the decline in farm harvest prices, then 
started to move downward, reaching a tow 
point in 1980-81. In Diagram 2 we have 
drawn the graphs of the annual percentage 
change in farm harvest price and also the 
corresponding percentage change in the 
wage ratiq of male agricultural field labour. 
The directions of changes in both curves are 
similar except for the period 1987 to 1989 
when the attempt ,0 raise the wage parity 
succeeded quite to an extent. 

The relationship between farm harvest 
price and the movements in rdative wage in 
agriculture in Kerala is closely related to the 
food economy of India. Kerala was produc¬ 
ing only about half of its rice requirements 
in (he 1960s and depended for the rest of the 
requiiemenu on the release of both rice and 
wheat from Central government stocks for 
public distribution. During this periled thc*rc 
were also restrictions on the free movemcm 
of foodgrains within the country The piicc 
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(MnMtt U Ae moi feOeoed 
litiiMkHi ia India, which Hmiied the avail- 
ibBity of foodgrains from the Central pool 
tolC^a. But this situation was somewhat 
eased hy the banning of the 1970s as a 
lesnit of the introduction of the high- 
irielding varieties of wheat and rice. These 
SR Rflected in the changes in the net 
availability of foodgrains in Kerala, from 
70.4 l^s per capita per annum in 1960-63 
962 kgs in 1970-73/' 

The food situation improved from the 
arid-l970s and the restrictions on grain 
movement were also relaxed to a large ex¬ 
tent from then on. The farm harvest price 
within Kerala is basically influenced by the 
level of food output elsewhere in the coun¬ 
try, since it determines the quantum ol rice 
that is available to Kerala both through the 
public as wdt as through private trade, l-'rom 
the mid-1970s, the quantities of grain im¬ 
ported to Kerala from the rest of India began 
to rise; this played a dampening role on the 
extent to which farm prices could be raised. 
On the other hand, in the 1960s, when the 
domestic foodgrains market was not tightly 
integrated with the rest of the Indian 
foodgrains market, farm harvest prices could 
absorb the increase.s in agricultural wages 
without affecting the level of return on 
cultivation. 

The behaviour of the wage ratios also con¬ 
firms that upward revisions of wages aie 
easily granted ht^a tight product market and 
less so in a weak product market. A general 
conclusion that seems to emerge from this 
analysis is that the relative wage moves m 
fovour of the agricultural worker when the 
terms of trade moves in favour of agri¬ 
culture, and the relative wage deierioratcs 
when the term.s of trade move against 
agriculture. 

iABII- II; PiRdNIM.I iNIKIASml 
Aoric'ui riiMAi Lahoiihin (Al) Hih'slikiios 

ANDOnUR At.RK UlltlRAI LaIWR RIM 

(OKI.) Hihmikii (ss 

Period l^rceniage Change of Households 
over 1%4-M _ 

Al OKI All Rural 

Laboui 


1974-75 27.12 ,18.95 .11.03 

1983-84 9.26 69.45 30 3S 

Source. Ueparimem of Economics and 
Statistics, Government ot Kerala, 
ftepori of the Survey on 
Socioeconomic Condiiiorn of 
Agnculiurol and Other Mural 
Labourers in Kerala, IW W, frivan 
drum, 1985. 


in iu>fe 9 wehave «iso 
differentials in wages. White the 
differentials between the construction and 
the ^icultural sectors appear to have 
widened, this is less so within agriculture 
itself. Our earlier analysis of caiBality had 
indicated that wages of female agricultural 
labourers were not causally related to any 
other wage rates except to those of male 
agricultural labourers. In fact, while the 
sectoral wage differenlials widened between 
I97S and 1982, the gender wage differential 
within rice cultivation remained unchanged 
until 1984, and then widened considerably. 
On the other hand, the changes in differen¬ 
tials between paddy wages and the wage 
rates for other agricultural activities have 
narrowed for male workers and widened for 
female workers. Thus all the vrage com¬ 
parisons indicate that the decline in demand 
for labour for rice cultivation has had the 
greatest (adverse) impact on female wage 
rales in rice cultivation. Even though the 
gender wage differentials have widened in 
Kerala, female wage rates arc still the second 
highest in the country. The Kerala wage rate 
IS two and a half times as high as the female 
agricultural wage in the neighbouring Stale 
of Tamil Nadu (see Table I). 

The analysis of the relationship between 
wage relativities and product demand seems 
to indicate the following conclusions: the ex¬ 
tent of changes in wage disparities depends 
not only on the position of the given 
category of labour in the wage hierarchy but 
also on the degree of interrelationship bet¬ 
ween the respective wage rates. The degree 
of interrelationship might be indicated by 
the magnitude of the wage elasticities which 
gives the value of the elasticity of wage of 
the fifth category of labour with respect to 
the wage of the jih cati^ory of labour. When 
these elasticities have values exceeding zero 
we may describe the labour markets as in¬ 
terrelated and the categories of labour that 
have elasticities less than zero as segmented 
labour markets. The closer the value of the 
elasticity to unity, the less the deviation in 
the wage relativities from the long-term 
norm. The speed of adjustment may also be 
determined by the degree of interrelatedness 
ot the labour markets. The weaker the inter¬ 
relationship, the longer the lag in restoring 
the wage parities. 

We had noted earlier that not only was 
lemalc laboui at the bottom of the hierar¬ 
chical ladder, this market was also the least 
inierrctatcd with other labour markets. The 
gender wage differential thus widened in a 
weak product market and there was probably 
a longer time lag in restoring the parity. 


Tahii 12: AmrmiI; Anniai Iniiimi 1)1 Riirai I.ahoiik Houslholos 
(Rs in t'urrcni and 1960-61 Prices) 
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964-65 

835 


6.12 


916 


694 


9^75 

2068 

147.6 

540 

-14.55 

2171 

137.0 

567 

-18.3 

983-84 

4863 

135.0 

831 

53.9 

5440 

150.6 

930 

64.0 


Employment and Output in 
Interrelated Maiicets 

An irnptmantcharacteriuk of interrelated 
labour markets is that whm the wage rate 
in any single labour market changes due to 
an autonomous factor, it will induce changes 
in wage, rates in all interrelated labirar 
markets. The extent of these induced wage 
changes will depoid upon the strength of the 
degree of inienidatedness as indkaied by the 
magnitude of the wage elasticities. How 
these induced Wage changes affiect output 
and employment would depend on Uw con¬ 
ditions prevailing in the pr^uot markets. If 
the product markets are tight, then wage in¬ 
creases can be passed on to the consumers 
through higher product prices. On the other 
hand, if wage rises appear to be difncult to 
be added to prices, then they lead to 
a contraction in employment and oitiput in 
those sectors where the wage increases are 
due to induced rather than autonomous 
changes. In that sector where an auto¬ 
nomous increase in demand led to a rise in 
wage rates, employment and output would 
rise too, but whetiwf this would compensate 
lor the decline in employment and output 
in the rest of the economy is a difHcult pro¬ 
position to answer without a more detailed 
macroeconomic model. However, we shall 
attempt a simple two-sector model to il- 
lustrat. the relaiiohs described so far and 
'.lien examine whether it is able to explain 
the leccnl performance of the Iteala 
economy. Since we are' basically interested 
in the performance of t|)e rural economy of 
Kerala, we assume that the two sectors are 
represented by building construction and 
agriculture. 


A Modfi.oi emruwmeni and output 

IN IN1I KKtl.ATED MARKETS 

The mechanics and the operation of the 
two-sector model are illustrated in Diagram 
3. It is divided into four quadrants, the 
upper right and the lower left quadrants 
depicting the labour market conditions in 
the agriculture and construction sectors 
respectively. The D? and the S* curves 
are the demand and supply curves for labour 
in the agriculture and construction seaors 
respectively. RO in the upper left quadrant 
represents the prevailing wage parity. The 
NN-curve on the lower right quadrant 
represents the employment frontier, giving 
the combinations of employment in each 
sector for different absolute wage rates while 
the relative wage remains stable. 

The initial wage rates and the correspon¬ 
ding levels of employment are indicated by 
W*, W‘ and N?. N\. The slope of the 
relative wage curve shown in the upper left 
quadrant reflects the prevailing wage rates 
which are in conformity with the accepted 
social nprm regarding wage rates for dif¬ 
ferent categories of labour. Total employ- 
meni in the economy will be the sum of 
ON’ and ON^ and the corresponding point 
is indicated in the employmeni curve shown 
in the fourth quadrant. 
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Wbca the dentaad tor Utboiir riso in the 
coiutructioii wctor due to i|n autonomout 
iocrease m investment in this sector it in¬ 
itiates an inc<ease m the wage rates of con¬ 
struction labour. This increase begins with 
a rise m the wages of carpenters and masons. 
(This IS because their supply is limited since 
these an caste-based occupations and free 
entry is restricted) This is precisely what 
happed in Kerala when the construction 
boom was initiated by the remittances of 
earnings from the workers of Kerala origin 
in West Asia I his internal shift in demand 
for construction labour was lurther reinforc¬ 
ed by the migration of constiuction labour, 
especially of carpenters and masons, to West 
Asia The initial rise in the wages of 
carpenters and masons was soon transmit¬ 
ted to the wage rates of unskilled labour in 
construction and in other inte elated labour 
markets through the operation of the parity 
norm. 

The effect of the rise in construction in¬ 
vestment IS indicated in the diagram by the 
outward shilt of the demand curve for 
labour When the wage rale rises in the con¬ 
struction sector the agricultural wage also 
rises III order to kcsip the relative wage con 
slant Howevei, this increase in agricultural 
wage will shift the demand for labour in this 
sector downwards The extent of this shift 
will depend on the elasticity of demand for 
labour which, in turn, depends on the 
elasticity of product demand I his is cssen 
lially a question of whether or not farmers 
are able to pass on the wage increases to i on 
sumers or not When this is not possible the 
nse in wage late leads to a decline m employ 
mem and output in the agricultural sector 
There will be a new level of aggregate 
employment which could be the same a> 
before or lower, or higher, depending on the 
respective elasticities of laboui demand in 
the two sectors The original level ol employ 
ment can be maintained in agricultuic onlv 
It the iclativc wage declines 

Cmhioymini ANOOinPUl IN 
A(iKK ULtURL IN hi KAl A 

We shall now examine whethci the 
changes in employment and output m 
agiiculturc in Kerala are consistent with the 
conclusions of the model developed here 
While statistics on acreage and output arc 
available on an annual basis, we lack com 
parable information on employment 
Whatever information wc have on employ 
ment are either collected through the Na 
t|onal Sample Survey or by the decennial 
Rural l.abour Enquiries The data collected 
by the latter indicate that the average nuinbci 
of days of employment has drastically 
declin^ in agriculture between 1964 and 
1984 A male agricultural worker was 
employed on an average for 198 days in 
I964-6S That figure declined to 169 days in 
1974-75 and to 147 days in 1983-84 1 he cor 
responding decline was even larger for 
female svorkers, from I6S days to US days 
(see Ibble 10) Tliough the number of days 
of employment decreased in non-agncuitural 
activities too, not only was the extent of the 
decline smaller but it fell from a larger 
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figure Ihe decline in employment in 
agricultuic would have been much larges but 
for the fact that theie occurred a shift of 
labour households from agiicultural to non 
agiicultural occupations (set lable II) The 
changes in iclative wages and the shift Irom 
agiiculiiiral to non agricultural occupations 
confirms thi there was a marked increase in 
ihe demand for labour m non agricultural 
activities alter 1974 7S when the impact of 
CjuII remittances began to be fell in the 
Kerala economy What the combined elteci 
would be of these laciois on the quantum 
of aggregate employment m agriculture is a 
difficull qucsiion to answi i, but the decline 
in acreage undei padds must surely result 
in coricspondiim decline in total emplov 
ment also 

IntercstiniiK the dcxlint in employment 
docs not appear to have attcctcd adscrsely 
the income ol the labour households I he 
decline m the number of day* of emplov 
ment sc-ems to have bc*cn compensated loi 
by the rise in wage rates While the extent 
>f the rise in real income was smallci than 
the rise III leal wage tales, real incomes siill 
rose one and a halt times foi agricultiii.il 
laboui households and by neails two ihiids 
for non agiicultural households between 
1964 and 1984 (sec Table 12) 

If wc can show that the rising level ol 
wages was an important factor in the decline 
in the acreagi under paddy cultivation then 
It would confirm the validity of our 
hypothesis and the relevance of the above 
model III explaining the performance of the 
agricultural economy of Kerala Tor this pur 
pose we estimated acreage response func 
tions lor paddy cultivation and the results 
are given in lable 14 Equations (I) and (2) 
are of a Ner(ovtan type Of distributed lag 
where lagged values of acreage under pad 
dy, fbrm price ot paddy and male or female 
wage rates have been used as explanatoiy 
variables In equation (3) we omitted lagged 
acreage from the explanatory vat tables, but 
introduced addiitonal lagged values of price 
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and wage In all cases the values of are 
high and all the three sanables appear to be 
impoitant in determining current acreage 
under paddy production In all cases the 
coefticients display the correct sign «i>U the 
levels ot significance appear to be higher for 
wage rate than for price In Diagram 4 we 
have compared the actual and the predicted 
acreage by equation (1) with male agri¬ 
cultural wage rate and it is clear that they 
lie very close to each oihei I quation (3) also 
demonstrates that even it the lagged value 
of acreage is omitted the farm price and the 
wage rale explain quite adequately the varia¬ 
tions in area under paddy f heve estimates 
clearly establish that the IcscI of agricultural 
wages has been a ma)or tacioi m Ihe reduc¬ 
tion of area undci paddv cultivation in 
Kerala 

Kannan and Pushpaneadaii'-' point to 
the failure o' growth in prodiictiviiy lo keep 
pace with the growili m wage rale as one ot 
the causes fui the decline m acreage under 
paddy While this is an important factor, wc 
need to ask the question what the factors are 
that have stood m the way of improsemenis 
in productivity 1 his qucsiion is panic ular- 
Iv iinporiani in the context ot Kerala because 
It IS the oiilv State in India which im¬ 
plemented a ma> land reform in the 1960s 
By I his reform ihe Stafo not only abolish¬ 
ed the prcyailitig paiiein ot tenancy but also 
prohibited any toims ot tenancy in 
agriculture in the tuiuic Bs this legislation 
all those riiltivaioiv who were tenants 
became owners ol land overnight The 
paradox of Kerala igriculture is that, con 
iiaiy to expeciations, both area and output 
started to decline alter the implementation 
of the land reforms 

I here arc three factors that mitigate 
technological change in paddy cultivation in 
Kerala The break-up of the jmnt family and 
the high growth of population in Ihe State 
ovet a long period accelerated the process 
ol pari It tolling ot cultivable land resulting 
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in nudier rad uulkr to of tveraie 
hoMimt Thii Cict it AiUy reflected in to 
to diitrilnitioa of agricultural holdings in 
the State In i9(iij-d2, the average size of 
boMiags owned by ^ per cent jof rural 
.houtchoidt was lets than 1.01 hectares and, 
to area owned by thm constituted 30 per 
pent of to total. 13.3 pe cent of the total 
ami fadonged to 024 per cat of the 
liouitolds owning more than 10 hectares. 
By IMI-82, only 0.0S per cat had holdings 
above 10 hectares and to total area was only 
1.39 per oat. On the other hand, 46 per cat 
of the total am was owned by 91 per cat 
of to rural households owning less than 1.01 
hectares.*^ While these changes partly 
reflect to results of to implematation of 
to land reforms in to State, such small 
holdings are not economic for undertaking 
either major mvestmats or for generating 
adequate income for to family. They would 
be viable only if they were to be cultivated 
by own family labour. 

The second factor is that for a large pro¬ 
portion of the households who own land, 
agriculture is not their principal mans of 
toily incomn Of the total number of 
households who own less than 2.3 acres of 
land, agriculture is the principal mans of 
livelihood only for 37 per cent.^ This 
group may be using more of family rather 
than of hired labour for cultivation. The 
decision to cultivate the land or not by the 
43 per cat of the rest of the households 
would be strongly influenced by the level of 
wage rates as they may be employing wage 
labour for cultivation. The ocapational 
data collected iyy the population censuses in- 
diate that this shift from agriculture had 
already begun in the l96Qs (although this 
was a period wha the ara under paddy 
altivation rose). Cultivators as a class are 
on to decline in Kerala and this trend is 
most pronounced since 1971 (see Ihbie 13) 
While higher agricultural wages obviously 
contributed to this phenomenon, this pro¬ 
cess could not have bea as pronounced as 
it was without alternative avenues for arn- 
ing incomes opening up for those house¬ 
holds who opted out of agriculture Such 
avaues were opaed up by the flow of 
remittances from the Wki Asia to Kerala. 
It was pointed arlier in the paper that the 
amount of household consumer expenditure 
exceeded the State domestic product by S per 
cat. This increase in consumer expaditure 
promot«l the expansion of trade, transport, 
banking and a host of other non-agncultural 
activities in the State and this expansion 
aabled the marginal cultivators to move out 
of agriculture High levels of literacy and 
more years ol schooling probably also 
helped this transition 

Ihc third factor which might have con¬ 
tributed to the decline in aica, output and 
employmcnl in paddy cultivation has 
already been hmied upon earlier In the con 
text at (he aggtegate deficit m loud m 
I Kerala, the owning of paddy land was an in¬ 
surance against unlorescen gram shoiiages 
and provided a secure source of grains lor 
self consumption Since 1977 the availabili¬ 
ty of rice and wheat through the public 
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ditiribution ayitai al wrt (M fat flic ugm 
market has improved; M to ime to 
prices of there griim were abo more or leas 
stable Households which had earlier 
cultivated for their own consumption found 
that they could putchare grain at a lower 
price than the cost they would have had to 
incur if they were to altivnte to land 
themselves. 

UNIONISM AND WAGES 

The existence of relatively high 
agrkultural wages in Kerala compared to 
those of other States in India to bea 
generally attributed to to unionisation of 
agricultural labour in Kerala.^ Union ac¬ 
tivities were most strong in to two major 
rice producing regions, namdy to Kutianad 
r^ion and Ptighat district.^ An exunina¬ 
tion of wage rtiativfaies suggesu that the 
agricultural labour unions succeeded in 
pushing up their wages duriiv the poiod 
1963 to 1973. This period ctodded with 
food shortages and h^i form harvest prices. 
We have already indiated evlier that to 
wage relativities were narrower during this 
period. Unions might succeed in raising 
wages in a tight product market when to 
product prices are nsing. At such a time, 
unions could argue that it was only fair that 
farmers share a part of their windfall gains 
with workers. In a wak produa mvket this 
type of argumat has no value. This explains 
why the wage relativities widened since 1976 
wha the form harvest prices settled down 
to a Iowa level However, agrkultural 
workers are able to push up their wages by 
1984 probably by appaling to parities and 


agto miimton nMItt MM4NM4a«Mi mm- 
Sion. Wha to idntive wage coMfafanMy 
wonos unions might mfue ito wngb 
parittes be brought iMck to to aoddy ac¬ 
cepted norm whatever be to oondhiou fai 
to product market.*^. 

Unions have certainly played an impor¬ 
tant role in improvhm to working condi¬ 
tions of labour in to State: White to 
agricultuni labourers are unionised, to om- 
struction workers—skilled and unskilted— 
remain largely outside unkm orgamution; 
but they too baeflt from to actions of 
a^kultural workers unioas due to to im¬ 
portance attached for to adherena to wage 
norms. 

V 

Conclttrioo 

This paper has attempted ra analysis of 
to relationship betwea wages, employ- 
mat and output In the agrkultural sector 
of to Kerala economy. The finding of this 
analysis is in contrast to Kerala’s creditabte 
performance in to social sectors such at 
eduation. heahh and fomily wetfore:* The 
outstanding performance of to social sec¬ 
tors has bea attributed to to success in pro¬ 
viding public goods and making them ac¬ 
cessible to most of Kerala's population. As 
a result, Keraia has now a life expectancy 
over 72 years for women, to infant mortali¬ 
ty rate in to rural sector is close to 27 per 
1000 live births, has a birth rate of around 
22 per 1000 population and to rate of 
population growth has declined .to about U 
per cat per annum. These achievanais are. 


Table 13: CumvAToas as PFRCtNtAbc or Totai Woaxbas 


Districts 

Sex 

1961 

1971 

1981 

Trivandrum 

Male 

23.80 

17.17 

10.99 


fomale 

14 97 

2.08 

6.26 

Quilon 

Male 

38.03 

34.21 

24.63 


Female 

I6.6S 

1.96 

875 

Alleppey 

Male 

22.61 

20.55 

14 91 


fomale 

8.58 

1.97 

5.26 

Koiiayam, Ernakulam and Idukki 

Male 

2189 

23.51 

17.31 


fomale 

16.00 

275 

8.57 

Trichui 

Male 

18 19 

17 27 

12.13 


fomale 

13 54 

4.81 

5.53 

folghat, Malapuram, 

Male 

19.29 

19.84 

14.57 

Kozhikode and Cannanore 

fomale 

19.72 

7.52 

8.27 


Sourer. Casus of India, Keraia State, 1981. 


Table 14: Paddy Acreage Response to Prk-e and Wage Rate 



Equation 1 

A. 

Equation 2 

A. 

Equation 3 

A. 

Venables: 

\ 1 ■ 

0.7990 (8.5705)* 

0 4810(2,5472)** 



209.17 (1.8098>*** 

199.36 (1 6887) 

408.15 (1.6633)*** 

P 

"n > 

— 


500.73 (1.9858)*** 

-4,625 70 (-3.4202)* 

— 

-14,04801 (-14250)** 

— 

- 

-646.41 (-0.1013) 

U/» * 

1 

— 

-13,785 03 ( 3 4544)* 


Constant 

1,67,966.83 (2.2298)** 

4,77,021.89 (2 7073)** 

8,08,311.64 (49.1163)* 

R2 

0.94 

098 

0.83 

1 

148.81 

182.61 

29.68 


Noier. Piguies m parentheses are I values. Levels of signifreance: * » I per cat; ** • 3 per 
cat: *** = 10 per cat. A: Area under paddy cultivation in hectares P: form harvest 
price of paddy. W"; Wfage rate of male agncutiural worker W': Wage rale of female 
ancuitural worker, t: Agrtcullural yexr 
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«»doiihti«befenh of« iHnriMr«r«qMitaUc 
MWial and eooBORite pdides that hm been 
puniMd in this State for a considerable 
length of time. Now the time hlu amw to 
asfc the question: Can Kerala sustain this 
pattern of deveiopment? The answer to this 
question, 1 am aftaid, may be a n^adve one 
unless Kerala is able to iidtiaie and sustain 
a high growth late of its economy.^ SiiKX 
mid-seventies, the Keiala economy’s bouyan- 
cy is soiey due to remittances from the Gulf 
countries.^ Any reversal in the fortunes of 
Kerala workers in this region will have 
disastrous consequences for Kerala. 

This study is an attempt to identify some 
of the factors hindering the growth of the 
economy. The high wage rate in the economy 
has been an important factor at least in the 
poor performance of the tqiricultural seaor 
in Kerala. The bio-technological and irutitu- 
tional innovations necessary to sustain a 
high w^e rate in agriculture were totally ig¬ 
nored in its agricultural development pro¬ 
grammes. While Kerala succeeded to a very 
large extern in developing and implementing 
a rather coherent and integrated social 
development programme, it appears frggp 
this analysis that it has not done so inllNe 
field of econottiic growth. 

Notea 

[This paper forms part of a larger study on 
“Labour, Economy and the State in Kerala^. I 
thank Lincoln Chen and the meroben of the 
Harvard Centre for Halation and Develop¬ 
ment Studies for providing me their facilities 
in a stimulating environment to compieie the 
drafting of this paper. This paper is No 5 of 
their Working Paper Series. I am grateful to 
Joan Mencher, V K Ramachandran, Madhura 
Swaminaihan and Grace Wyshak for their 
detailed comments and suggestions on an 
earlier draft of this paper. I am also thankful 
to Nevin S Scrimshaw and T N Stinivasan for 
their suggestions on speciHc questions. I still 
reuin full responsibility for all errors and in¬ 
terpretations. I am tl^kful to S Mohana 
Kumar for his diligent and conscientious 
research assistance throughout the preparation 
of this paper and to A K Shiva Kumar and 
Laura i^henbach for their assistance.] 

1 Some of the most interesting recent 
literature on labour market behaviour in 
developed couittties are by Richard Freeman 
(1990), Assar Lindbeck and Snower (IIW9), 
Lawrence Summers (1990) and Robert 
Solow (1990). Tire literature on developing 
economies is summarised by Hoitis Chenery 
and T N Srinivasan (1989) and in Hans 
Binswanger and Mark Rosrasweig (1984). 

2 See Amit Bhaduri (1973) and Ptanab Bar- 
dhan and Ashok Rudra (1986) and Ptanab 
Baidhan (I984 )l Mohan Rao (1988) has pro- 

. vided a useful review of this literature. 
' Another review is by Krishna Bharadwaj 
(1988). Bliss and Stern (1982) has a discus¬ 
sion of the theoretical literature on the 
efndency-wage hypothesis and an investiga¬ 
tion of inter-linkages at the village levd. 

3 The idea of dual labour market is implicit 
in Arthur Lewis* (I9S4) model on 
"unlimited sui^lies of labour”. Peter 
Doeriger and Michael Piore (1972) employ 
the concept of dual labour mark«s in the 
context of developed economies. 

4 Ramachandran (1990), “Manual labour is 
the only alternative occupation open to the 
propertyless and the uprooted in the village. 
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IB iboK wbdtoar dMir tend, and thosa 
tor whose tiaditiMHd trade, craft, or service 
the demand b dead or djdag”, p 90. 

5 IMige rates are not solely determined indie 
laroe manner as prices or commod it ies and 
that social custom nright be important in 
their determinatioB have been espoused, 
among others, ^ John Hicks (1953), 
Phelps-Brown (1971) and Robert Solow 
(1980,1990). “More pileciselK i suspect that 
the labour market is a little different from 
other markets, in the sense that the objec¬ 
tives of the partkipamiaie not always the 
ones we normally impute to economic 
a^nts, and some of the constrainu by 
which they fed themsdves bound are not 
always the conventtonal constrainu. In 
other words, I think that among the icmans 
why market-deutog wage tales do not 
esidilish themsdves easily and adjust quick¬ 
ly to changing conditkms are some that 
could be dcsotoed as sodal conveniians, or 
principles of appropriate behavhiur, whose 
souice is not entirely indivhtaalistiif (Solow, 
1980, p 3). 

6 See Ian McDonald and Robert Solow 
(1985). 

7 See Department of Economics end 
Sutistics, Govenuneffi of Kerala (1985), p 8. 

8 ibk). 

9 Ibid. 

10 ibid. 

11 See T N Krishnan (1987). 

12 Per capita consumer exp^ituie estimated 
using the figures provided in Netkmai Sam¬ 
ple Survey, Sorvekshana (1989) State 
domestic product figure taken from War- 
book (IM9). 

13 This is consistent with the estimates of 
remittances anived by I S Gulati and 
Ashoka Mody. 

14 The value of loans uken by labour 
households from employers constituted only 
2.78 per cent of total loans. Department of 
Economics and Statistics, Government of 
Kerala (1985), p I S3. 

15 Report of the Minimum Wages Committee 
(1936), “The labour population in the State 
is comparativdy more literate than those in 
other States of India, and thqr do not lent 
themsdves easily to cxploiiation. Labour is 
getting increasingly conscious of iu rights 
and osnsequentty the system of ‘attached 
IdxNir’ is practicaliy dying out of the field”, 
p9. 

16 Both rural and urban unemptoyment are 
highest for Kerala among the difiereni 
Sutes. varying between 6 and 12 per cent 
depending on the definition’of unemploy¬ 
ment. Sm National Sample Survey, 
Sarvekshana (1988).' 

17 Ibid, (1988). 

18 See John Hicks (1963), review of The 
Theory of Miges by G F Shove, who 
criticises Hicks thus: “A theory of wages 
must surely formulate a definite set of prin¬ 
ciples which determines the whde system 
of wage-rates (i«, the various rates ruling 
in the various industries, occupations and 
localities) either in actual drcumstances or 
at least in the hypothetical conditions 
sdecied for treatment”, p 249. 

19 See the dutions in (3) above. The most per¬ 
suasive view that labour market is a social 
institution is propounded by Solow (1990). 

20 Granger (1969) proposed a concept of 
causality which can be analysed within the 
framework of a VAR process. 

21 Christopher A Sims (1972) developed fur¬ 
ther the logic of Granger causality to test 
for feedback mechanisms. 

22 See Craig S Hakkio and Charles S Morris 
(1984) for a detailed guide to vector 

' autcregressions. 
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23 SeeChrisrapher ASims<(972).iMioJud|^ 

C G, R ^i«. W E Arifiths. H LutkepoM 
and T C Le^ 2nd Edition (1988), secthm 
18.5. 

24 Within year coefficients of variation were 
even smaller than between year coefTidenis 
of variation. 

23 McDonald and Solow (1983) and tiM ' 
various articles in Akerlof and Janet Wilin 
(1986). 

26 A study that attaches great significance to 
relativities in pay ddermination is fay 
Adrian Wood (19^). This study does not 
appear to have received the attention it 
deserves. 

27 V K Ramachandran (1990) states, “lookioR 
at the overall access of persons of diffeient 
castes 10 different occupations... the 
results ate clear: 

—the occupations that were' least caiie- 
heterofeneous were artisan and traditional 
activities (there are long-standing social bw* 
rkrs to entering these sunset activities); 

—the next was the cai^ory of landlords (there 
art, inter a/je, formidable economic barriers 
here); and 

—the most caste-heterogeneous class of dt 
was that of agricultural labourers; 
agricultural labour is the greaiesi leveller of 
castes in the village’, p 71. 

See also Bopagamage and R N Kulahalli 
(1971). 

28 There is a growing literature in sociology 
on labour market behaviour that attaches 
great importance to perceived social norms 
and the role of status. For instance, .sec W 
G Runciman (1966) and Jon Elster ',1989). 

29 See Akerlof (1980) who discusses sociid 
custom and the role of social stigma in a 
different context to explain the persistance 
of unemployment. 

30 See K P Kannan (1988). 

31 The Government of Kerala periodically an¬ 
nounces the revision of wage rales to take 
into account the changes in cost of living. 
The government also appoints committees 
to work out minimum wages at irregular 
intervals. 

32 Report of the Minimum Wages Committee 
(1936), p $. para 10. 

33 Ibid, p 13, “The Committee has given 
serious thought to the several concepts of 
‘minimum wage* and agreed that tiw 
minimum wages in agricultural 
emplpymenis. should have the structure and 
contents of a ‘fair wage” 

34 The idea of ‘fair wages’, is very old in the 
literature. It has b^orne an important 
analytical base in recent literature in ex- ' 
plaining trade union behaviour. See Peter 
Swenson (1989). 

33 The following observation of J R Hicks 
(1953) is of great interest in this context: 

“It has never been the general rule thai. 
wage rates have been determined simply and 
solely to supply and demand. Even on pure 
grounds of efficiency it is desirable that the 
wage which is olfcred should be acceptaUc;' 
acceptable both to the worker himself and' 
to those with whom he is to work. There ' 
has in consequence always been room for > 
wages to be influenced by non-economie 
forces—whether by custom (which' 
economically speaking, means supply and 
demand of the .day before yesterday), or by 
any other principle which affects what the' 
panics to the wage-bargain think to bt Just 
or right Economic forces do affect wages,'' 
but only when they are strong enough to' 
overcome these social forces", p 390. 

36 See Ramachandran (1990) on methods ol' ’ 
recruitment pp 196-198 He states, “The' 
village labour market is also characterisetj^ 
by very high levels of unemployment. 




■nek ctMunHiiMi, tiM bunlai of fbidfaii 
• job bib KjiMitly on the worher, TtK 
c m ploiitr doei not have to search for a 
ialmiir force at such, his task involvet 
emptaynig the best possible eiorkers. 
empfoyma them on unoand deployint ih«r 
labour effiaenily”. pp 197-I9S. 

' An iniponamcoabtlention in thn context 
Is the durability of the ictationship Hicks 
(1974) emphasises thu aspect thus “There 
IS a dtsunction which I made; long »ao, in 
my 1932 book on Hhfes from wbi^i may 
b^n It IS thedittuiction between casual 
eniployincnt. the smgle job empfoyins no 
durable relationship, and regular employ- 
ment, m which peo^ work together and 
go on working together Now M is necessary, 
purely on ground of efficMncy, in regulv 
empfoymeni, that both parties, emiNoyer 
and employed should be abte to look for 
ward to some diohbilily in their relation¬ 
ship \kt if the worher is to be free to move 
(and if he IS not bee to move it is semi 
slavery) there can be no such reliability 
unless there IS contentment, or se least some 
degree of contentment So it is necessary 
for efTiciency that the wage-contract should 
be fek by both parties but especially by the 
worker, to be fau”, p M 
There is considenble literature on nuin 
tional muke, work effort and productivity 
See Nevin S Scrimshaw (1997) for the cita 
lions on this topk Also ^urr (1^4), 
Immink and et al (1984) and Nevin SCTim 
Shaw and M Behar (1976) 

' The wage productivity rebiionship via 
nutrition was first d eve l ope d by Leibenstetn 
(I9S7) in the context of poor agramn 
economics A V Jose (1988) tound that pro¬ 
ductivity was an important factor in e» 
plaining the inter-state variation in agneui 
tutalwages In a regression, he uses produc 
tivity as an independent variable. Our ap- 
prowch suggests that the wage productivity 
relaiionship involves simultaneity but Jose 
fails to take this into account 

' The theoretical relaiionship between wage 
relativities and product demand is analys 
ed in detail in McDonald and Solow (I98S) 
See paper by N Knshnaji (1988) 

In our analysis, we have not considered crop 
substitutions arising from changes in 
relative pnees within agriculture Kannan 
and Pushpangadan (1988) have decomposed 
the growth in oroductivity separately for 
food and non food crops taking into ac 
coum the growth in wage rates 
National Mmple Survey, Sarvekshana 
(1987) 

National Sample Survey (1988) 

See Pnnab K B^han (1970) 

See K P Kannan (1988) 

The performance of Kerala in education, 
health and family planning is well 
documented See United Nations (I97S), 
T N Knshnan (1973,1989), Halstead, Scott 
B et al (I98S) and Man Bhat (1990) 

T N Knshnan (1989) 

T N Knshnan (1991) 
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REVIEWS 


Sex in the Empire 


Gautam Sen 


Empire and Sexuality: The British Experience by Ronald Hyatn; 
Manchester University Press, 1990; pp IX + 234, £ 35.00. 


RONALD HYAM’s study combines insight 
and latent (and not-so-latent) prejudice in 
a nostalgic account of sexual mores and 
pmctices in the British empire and iu 
resonance in domestic opinion and events. 
These are issues which enduring prudery, 
and leduaionism and economism in the 
social sciences have conspired to obscure. 
This has seriously understated the range and 
complexity of motivation in human conduct, 
satisfying, paradoxically, one aspect of this 
motivation itself: sexuality and apprehension 
of it. 

Largely hidden from the ‘intersubjective’ 
discourse is the place of sexuality, in the ful¬ 
ly, fleshed out (so to speak) story of imperial 
conquest. Along with booty, pillage and 
murder, conquerors have shown a universal 
and immediate interest in the'women of the 
conquered people. The women of the losing 
side provide, in addition to labour, sexual 
services,' initially through rape and abduc¬ 
tion and then through adaptive institu¬ 
tionalisation to create a sustainable modus 
Vivendi in parallel with other longer term 
colonial and imperial relationships: “The 
evidence of the pervasive significance of pro¬ 
stitution for the British Indian army alerts 
the historian to what may be a central 
feature of the expansion of Europe as a 
whole.. as much a system of prostitution 
networks as it was (in Kipling’s famous 
phrase) a web of submarine cables” (pp 133 
and 212). 

Hyam is dismissive of feminist analyses 
in offering explanation for sexuality in the 
empire; excepi at a high and thoroughly opa¬ 
que level of abstraction, at best, or as a form 
of unilluminating blanket condemnation. 
He quotes the sheer implausibility of Susan 
Brownmiller's generalisation about alt men 
at all times which substitutes rage for cold 
analysis. But Hyam then proceeds to tell a 
story that easily provokes anger, a story of 
cynical exploitation of non-European 
women by white men. It is also exceptional, 
contrary to Hyam’s conviction, for feminists 
to assert that lesbian love is the only legiti¬ 
mate sexual relationship (p 17). Where 
feminist analysis fails is not in its justifiable 
outrage but in oversimplifying. American 
(the bulk) and European feminist analysis, 
to which many Thiid World feminists pay 
obeisance in the same way Third World 
Marxists do to their inviolable imported 
texts, suffers from the ethnocentric arro¬ 
gance of its origins, denying the legitimacy 
of other societies, except as backward ob¬ 
jects of inquiry awaiting theii intellectual 
and political attention. On the question of 
sexual interaction in the empire between the 


conquerors and subject people the missing 
link is race, a feature whi^ Hyam recognises 
as an explanatory factor but does not inte¬ 
grate in the detailed analysis. The feminist 
view of race is distinguished chiefly by its 
banality, just as Hyam’s nostalgia about an- 
pire makes him predictable in another way. 
The notion of serious conflicts of interest 
between subject peoples and their masters 
is left only to the reader’s imagination, 
Hyam reserves his own for the minutae of 
sexual behaviour. This is a story for the boys. 

Another issue addressed by Hyam b the 
causes of prostitution in genend and its scale 
in the empire in particular. Hyam is scep¬ 
tical of the view that poverty is a significant 
reason although he accepts the fact that it 
is undoubtedly a permissive factor. He then 
proceeds to make the extraordinary claim 
that the prevalence of child prostitution 
refutes economic causation (p 137)! I fear 
this inference is only revealing of authorial 
prejudices. I would have thought that the 
deployment of children as vehicles for sexual 
gratification (as in the contemporary Philip¬ 
pines) leads to money changing hands and 
it is the one type of ‘prostitution* (a mis¬ 
nomer since it lacks the possibility of adult 
voluntarism) which is eminently of an 
economic character. However, be that as it 
may, ii is possible to conclude that the ex¬ 
planation for prostitution is in fact basically 
economic, but the exact process is both sur¬ 
prisingly simple and also contrary to the 
poverty/economic equation frequently 
posited. The latter obfuscation arises 
because a market for human intimacy 
chdienges fundamental notions about socie¬ 
ty and women (especially) and it provides, 
in addition, an agreeably progressive and 
transitory cause. 

There are many immediate causes for the 
extent and types of prostitution but. as 
Hyam correctly points out, since it has 
always existed in time and space and at every 
level of society, it cannot be poverty alone 
that drives women to it. The only other con¬ 
ventional reason can be coercion (many 
prostitutes disagree) and patriarchy, the 
weakness of which as an explanation is its 
apparent ability to explain an excessively 
large number of diverse phenomena. With¬ 
out rejecting the relevance of power in sodal 
relationships altogether because patriarchy 
could still be regarded as informing if not 
accounting for prostitution, it is necessary 
to ask a different question. The fact that 
icmalc prostitution exists can, given its im¬ 
mense longevity, be regarded as a not very 
interesting tendency for markets to form in 
virtually all things in response to demand. 


the elevated capacity for human love, fre^ 
given, etc, notwithstanding. The attempt to 
restrict prostitution expresses itself in higher 
prices rather than superior moral conduct. 

The significant question then is the 
absence of similar markets for male hetero¬ 
sexual prostitution. The fundamental answer 
is a basic mismatch in supply and demand, 
i e, there is an excess supply of sexually 
available males and an obverse shortage of 
females. According to Kinsey, **.. .only about' 
two per cent of men are not interested in sex, 
the proportion of womeit with a weak res¬ 
pond is nearer thirty per cent" (quoted by 
Hyam. p 7 and ft n 24). The exact causes 
of this phenomenon and its durability are 
not material to explaining why men are seek¬ 
ing to buy and/or coerce sex from women, 
children and other men. Such an underlying’ 
explanatory factor does not preclude the 
potency of subsidiary historical and con¬ 
tingent reasons, including imperial domi¬ 
nance (see, for example, p 172) and the ex¬ 
ercise of power in general, poverty and even 
individual career preferences. The history of 
sexuality in the empire is primarily about 
prostitution and in a situation where markets 
(indeed most markets) operate in the shadow 
of imperial political and military power 
rather than the mundane forces of supply 
and demand alone. 

Hyam’s study gives wide coverage of the 
British empire, in India and Africa and 
elsewhere; often unashamedly drawing atten¬ 
tion to taboos and taboo subjects. His com¬ 
ment on the scif-limiiing nature of con¬ 
cubinage in Africa, “since African women 
were mostly unattractive to look at” high¬ 
lights a brutal and widely-held prejudice 
(p 177). He also interweaves the analysis of 
the sex life of empire with sexual behaviour 
at home in Britain and changing moral 
codes. Hyam’s approval of sexual licence in 
the empire (exclusively between white men 
and non Eiiiopean women) is fully reflected 
in a converse distaste for the so-called Purity 
Campaign, launched in Britain in 1869. 
Some of the aversion to the latter is under¬ 
standable if merely because the ethnocen- 
trisni of its presumptions was unselective in 
iment if not practice. But Hyam extends his 
reflective distance to describing the medical¬ 
ly and psychologically devastating practice 
of clitoridcclomy in Kenya on pragmatic 
grounds; because “the outcome of the con¬ 
frontation over clitoridcclomy was a sharp 
remindei to the pretensions of Protestant 
missionanes that the customary sexual order 
in Africa was not lightly to be interfered 
with, still less derided” (p 196). The 
missionary view that the practice was not 
dissimilar to the Hindu custom of suttee was 
less “quixotic” (pp 191 and 196) than Hyam’s 
relativism in “approving” the sexual oppor¬ 
tunities provided by empire 

The account of the sexual activities of 
empire builders from the time of Clive of 
India and Clive himself was one of virtually 
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mimiioa opponiinity ana an iiKxnauHioie 
Hippiy of women of emigre, suggesting more 
than mutual attraction, unless the widely 
hdd view that non-European women are 
over-sexed proves accurate. Builders of em- 
pite. Bom Clive down to the commonest 
from India and China to the Hudson 
Ba>' Company, indulged every possible sex¬ 
ual whhn, sometimes through marriage but 
more jeneratly through mass prostitution 
and concubinage. The easy taking and 
discarding of concubines, making real the 
tihimate male fantasy of sexual paradise, lb 
be an attractive Asian or African boy, even 
a rather small one, was also unsafe But if 
the imperious British male had any prefer¬ 
ences, it waslo beget with a white woman, 
fuck with an Asian female (have her keep 
house) and sodomise Pathan boys when 
possible The empire was sexual opportunity 
itself for the individual as much as booty 
ftw the mother country; “The girls were 
cheap and sensuous. If the army had any 
doubts about their cleanliness, then an of¬ 
ficer could burn their huts and restock with 
Japanese” (p 108). 

The authorities, when not themselves in¬ 
volved in the fray, were concerned about VD' 
(that is among the soldiery) and opinion at 
home, which from the 1870s increasingly 
sought to ensure racial purity and social 
distance for an endangered imperial race of 
rulers. The obsession with sexual behaviour 
in Britain itself, especially the licentiousness 
of the working class (and the widespread 
prevalence of incest) arose partly from fears 
provoked by the poor condition of army 
recruits. It was this anxiety which spilled 
tna into empire. Already by the 1790s mix¬ 
ed marriage had been ended by Cornwallis 
in India and social distance was further en¬ 
trenched by Wellesley in the aftermath of the 
tremors of rebellion in the French San 
Domingo and execution of all whites by the 
mulatto Oessaiines (pp 116-7). But sodomy 
and concubines continued to flourish. It was 
the arrival of wives that finally put an end 
to the native mistress. By the early twentieth 
century, the Smuts’ purge of pro$tituiion,in 
South Africa began the “reversal of the trend 
towards turning the whole world into the 
white man's brothel.,.” (p 148). The mem- 
sahib has, in fact, been wrongly credited with 
causing the downfall of empire by some by 
“... making it impossible to meet Indians as 
friends” (p 119). Protecting the memsahib 
from the threat, however remote, of the black 
male was an imperative (see*p 106 for evi¬ 
dence of the contrary situation in actuality). 

It is this issue which Hyam addresses in 
the conclusion to his rich, sometimes 
perverse, study of sex in the empire; “one 
thing is certain. Sex is at the very heart of 
racism... there are many other factors but 
the peculiarly emotional hostility towards 
black men which it has so often engendered 
requires a sexual explanation. From New 
gleans to New Guinea, from Barbados to 
Hilawayo. from Kimberley to Kuala Lumpui, 
m quintessential taboo to be explained is 
Hie while man’s formal objection to intimacy 


VAM ORGANIC CHEMIOLS LTD. 


NOTICE 


9% hereby notify for the information of the public that Vsm Organic Chemicafs Limited 
proposes to make an application to the Central Go^mment m tfie D^rtment of Com¬ 
pany Affairs, New Oeffti, under Sub-Seaion (9) of section !S of the MonopoHes and Restric¬ 
tive Trade Practices Act, 1969, for the approval to the establishment tor a new under- 
taking/unit/division Brief particulars of the proposal are as under 

1 Name and Address of the Applicant- 
Vam Organic Chemicals ltd., 

3rd Floor, Skyline House, 

85 Nehru Place, ND» DELHI -110 019. 


2 


3. 


Capital structure of the applicant: 

a) Authorised 

b) Issued and Subscribed 

c) Paid up 


(Rs. in lakh) 

Equity Preference 
1460.00 40.00 

516.49 38.50 

516 96 38.50 


Management structure of the applicant organisation indicating the names of 
directors including managing directorAvholetime direaor and manager, if arry; 


The company is managed by the Board of Directors consistirfg of 


1. Shri ML. Bhartia 
9 Shri S S Bhartia 

3 Shri H S Bhartia 

4 Shri U ^ Bhartia 

5 Shri A S Bhartia 
6. Shri Arbinday Ray 

7 Shri PK Khaitan 

8 Shri S S Kanoria 

9 Shri J.B Oadachanji 
10 Shri R K Bhargava 
11. Shri Sunanda Prasad 
19 Shri lalit Snvastava 


- Chairman 

- Managing Director 

- Wholetime Director 

- Director 

- Director 

- Director 

- Director 

- Director 
~ Director 

- Director 

- Director 

- Director 


4 Indicate whetfier the proposal relates to establishment of a new undertaking or 
a new unit/division 


A division 


5 location of the new undertaking/unit/division 
Bharthana, ftawah Distt UP 

6 Capital structure of the proposed undertaking 
As mentioned in Sr No 9. 

7 In case the proposal relates to the production, storage, distribution, marketing 
or control of any goods/brticics, indicate 

(i) Name of goods/article Ethylene Vinyl Acetate Copolymers 

(ii) Estimated licensed capacity 6(X)0 TFA 

(iii) Estimated annual turnover Rs 30 Crore at full capacity 

8 In case the proposal relates to the provision of any service, state the volume of 
activity m terms of annual measures such as value, income, turnover, etc- 

Not Applicable 

9 Cost of proiect Rs. 110 Crore 

10 Scheme of finance, indicating the amounts to be raised from each source. 

Internal Accruals : Rs 97,50,00,000 

External Commercial Borrowings Rs. 25,00,00,000 

Debentures ; Rs. 98,75,00,000 

Term Loans/Supplier Credits Rs 98,75,00,000 


We also notify for the information of the public that the location of the new division has 
been changed from 'fehsil Kashipur. Oistt Nainital, State U P to Tehsil Bharthana, Distt. Etawah, 
State U P 

Any person interested in the matter may make a representation in quadruplicate, to the 
Secretary, Department of Company Affairs, Government of India, Shastn Bhavan, New Delhi, 
within 14 days of publication of this notice, intimating his views on the proposal and in¬ 
dicating the nature of his interest ttierein 

for VAM ORGANIC CHEMICALS LIA4ITED 
(Sd/-) 

(SS Bhartia) 

Dated 27 61991 MANAGING DIREQOR 


Economic and Political Weekly June 29; 1991 




boMMrt iMoaiai” 

^ 203).^ It is with this c[eq>-sated anxiety 
that modern feminism has found an 
unspoken resonance in the contemporary 
hysteria over the black rapist and mugger 
and the reiigious fanatic. The social 
powerlessness of the black male’ in racist 
white society is accurately icflected in hostili¬ 
ty towards his sexuality, provoking, in turn, 
abandonment by women of his own commu¬ 
nity, to which his violently conservative reac¬ 
tion corresponds. The attendant counterpart 
feminist urge to liberate the black woman 
finds a historkal echo of white male interest 
in the ‘pretty ethnid', now the rage in men’s 
magazines. In the words of Magistrate 
Samuel Sneade Brown of the 1830s ICS, the 
native woman: . .so amusingly playful, so 


WE live in an age dominated by the scien¬ 
tific and technical ideas of th; Vfet. In every 
corner of the giobe^ise men and women 
pay homage to the intellectual superiority 
of the Wiest. It is the dream of every aspir¬ 
ing and ambitious student in the so-called 
Third World to travel to places such as the 
US, Britain and Germany in order to learn 
more techniques and skills. The West has 
come to be accepted as the unchallenged 
possessor of the secrets of science. It is the 
place where pilgrims, in search of secular 
knowledge, come to learn the mysteries of 
physics, mathematics, engineering, micro- 
computers, and a host of other sciences. 

It was not always like that, however. Un¬ 
til just two centuries ago the West was a net 
iniporter of ideas rather than the giver. Some 
of the most creative concepts came from 
places which were far away from the West. 
Unfortunately this Nk all been forgotten in 
the last two hundred years. The world-wide 
domination of the \^t, the unparalleled 
prosperity the Wst came to achieve and the 
sheer pressure that the events of Western 
history came to exert over the course of 
world history—all these forces obliterated 
accurate knowledge about the history of 
ideas and their transfer. No one bothered to 
remember or acknowledge the intdiectual 
debts of the West Western^scholars were 
quite prepared to bask in the notion ;that they 
were the inheritors of some unique and 
superior wisdom, a wisdom whose roots they 
traced back to classical Greeck and to the 
Greek genius, .and nonAMestern scholars 
either rested conteffl in the ignorance of their 
own heritage or were too much under the 
thrall of the glitter of the West to seriously 
challenge the West’s understanding of 
intellectual history. 

Now things'are beginning to improve, 
however slightly. The UNESCO, for exam¬ 
ple, has taken a lead in presenting to the 
intellectual world hitherto unuknowledged 


aittlous to oblige and ideate, thtt a person 
after being accustomed to their society 
shrinks from the klea of encountering the 
whims or yielding to the fancies of an 
Englishwoman” (quoted in Hyam p 117). 
Marxist opinion on racism still finds itself 
rabbiting on unstoppably about class 
oppression. 

Notes 

1 Plus reproductive roles in some cir¬ 
cumstances; also see pp 160-61, 171-79 and 
passim. 

2 Also see p 216, footnote 7. 

3 This powerlessness extends from complete 
loss of control over his own sexuality (and 
family life) untler slavery, to the role of 
catamite in conditions of socio-economic 
subordination (also see p 98). 


evidence about the unique African heritage; 
many specialist institutions are promoting 
an understanding of the movement of ideas 
and, through the efforts of distinguished 
Wstern scientists like Joseph Needham of 
Cambridge, a more balanc^ evaluation of 
the non-Western contributions in science, 
such as those of China, is beginning to take 
place. The real successes will rmly be scored 
when the intellectuals of the non-Westem 
world begin to take their heritage more 
seriously and embark on systematic 
researches. 

It may be that the non-Western intellec¬ 
tuals will have to have a long acquaintance 
with the West before th^ are sufficiently 
aroused to look into the hidden by-ways of 
the history of ideas. Geoige Gheveighese 
Joseph is one such person who haS just 
published a path-breaking book on the 
history of mathematical ideas and their 
transmission. Born in Kerala, incidentally a 
great centre of Indian mathematical 
wisdom, although hardly thought of as such 
in the West, and brought up in Kenya, 
Geoige Joseph acquired his higher education 
in the West and has worked at Manchester 
University since the 1960s. He is at home 
both with the history of mathematics and 
modern mathemaics, and that makes his 
book convincing and credible. 

In the book The Crest qf the Peacock (the 
title is taken from an ancient Indian 
aphorism dating back to 500 years before 
Christ) Joseph takes us through a grand 
historical tour of mathematics in the non- 
Western world. He starts with some of the 
earliest mathematical notions from 
equatorial Africa and South and Central 
America. He then moves on to discuss the 
critical contributions of Egypt and 
Mesopotamia to Greek mathematics. Next 
he looks at some of the highly original 
mathematical thinking from China and 


India; and finally he sums up the And> 
contribution to the making of modern 
mathematics. Through all the countries that 
he takes us he provides a fascinating list of 
real and original examples and problems, 
with their solutions, from each mathematical 
tradition. After reading only a part of this 
book and taking note of all the forgotten 
non-Western mathematiciaiis, along with the 
scholarly leferraces that Joseph cites, one 
is both angry and perplexed as to why to 
little of non-Western mathematical tradition 
is known by the educated public both inride 
and outside the West. Could it be that the 
powerful custodians of the IWstem scholariy 
establishment prevent it from being known 
too widely, in case the entire historictl) 
rationale at the heart of the notions erf' 
Wntern intellectual supremacy is threatened 
by an alternative view of the history of 
ideas? One senses that Joseph has cerUunl^ 
understood and grasped the significance of 
the marked reluctance and evasiveness of 
Western scholars in acknowledging their in¬ 
tellectual debts. 

in perhaps the most important chapter of 
the whole book, the very first one, which is 
called ‘The History of Mathematics: Alter¬ 
native Perspectives’, Joseph touches the 
heart of the matter when he oiplains the 
mathematical signposts and transmissions 
across the ages through the means of tra¬ 
jectories. The classic Eurocentric trajectory, 
dealing with mathematical heritage, is that 
which sees Greece as the fountain of all 
wisdom and which then traces the course of 
this wisdom through such vicissitudes as the 
Dark Ages and then flourishing through the 
Renais-sance into the sunlit plains of modern 
European fntellectual hisiory. An amended 
version of this trajectory would acknow¬ 
ledge, only marginally, the inputs of Egypt 
and Mesopotamia and the role of the Arabs 
as preservers, storers and translators of 
Greek mathematical texts during the Dark 
Ages. Joseph convincingly deroolishes the 
case for both the classic Eurocentric trajec¬ 
tory and Its amended version. Instead, he 
proposes his own multinational, multi¬ 
cultural trajectory, in whjcli mathematical 
knowledge and heritage pass on in history 
through the filter of many lands and 
peoples. Under this scenario, the modern 
West received the best of the mathematical 
ideas of India, China, Greece, the Hellenistic 
world, etc, only through the efforts of 
intellectuals and thinkers who lived in such 
cities as Jund-i-Shapur in Sassanian Iran, 
Baghdad of the Abbasid Caliphate, Fatimid 
Cairo, and Cordova and Toledo in Muslim 
Spain. 

Joseph's historical analysis is convincing 
not least because of the meticulous care he 
has taken ovei the veracity of his evidence 
and data. Hts clear and rational unearthing 
of intellectual history of mathematics must 
be considered as the only approach that will 
remotely have a chance of successfully 
challenging the entire fortification built 
around the legitimacy of Western intellec¬ 
tual triumphalism. 


West’s Unacknowledged Debt 

Buijor Avar! 

Hie Crest of the Peacock: Non-Westem Roots of Mathematics by George 
Gheverghese Joseph; I B Ihuris, Lxindon, 1991. 
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INSTITUTE FOR SOCIAL AND ECONOMIC CHANGE 

Nagarsd)havi P O Bangalore 560 072 

Advt. No. 1/18.246 

AppUcttloiu arc Invited for the following postsi 

L ,Professor of Sociology (One) 

2. Professor of Economics (One) 

i. Professor of Dcvciopmem Administration (One) 

4. Associate Professor of Sociology (One) (Reserved for 

5. Project birector (Equivalent to the post of Professor) (One) 

for the Project on "Beneflciary Assessment of the National Sericulture Project”. The post Is temporary upto 31.3.94 

ESSENTIAL QUALIFICATIONS: 

Post 1: a) Master's Degree in Sociology with minimum 50 per cent marks in the aggregate. 

b) Ph D or published work of equivalent sandard in Sociolt^y. 

c) 10 yeais research and/or teaching experience in the subjea. 

d) Publications In the subject. 

Post 2: a) Master's Degree in Economics/Rural Economics/Agricultuial Economics with 50% marks in the aggregate. 

b) Ph D or published work of equivalent standard in Economics. 

c) 10 years teaching and/or research experience in Rural Economics/Agricultural Economics 

d) Publications in the field of Rural Economics/Agricultuial Economics. 

Post 3: a) Master's degree in Political Sciencc/Public Adntinistiation/Oevelopment Administration with 50% marks 
in the aggregate. 

b) Ph D or published work of equivalent suindard in Political Sciencc/Public Adminlstration/Developmcnt 
Administration. 

c) 10 years leaching and/or research experience in the subject. 

d) Publicatioiu in the subject. 

Post 4: a) Master's Degree in Sociology with minimum 50% marks in the aggregate. 

b) Ph D or published work of equivalent standard in Sociology. 

c) 5 years research and/or teaching experience in the subject. 

d) Publications in the subject. 

Post 5: a) Master's Degree in Sociology/Anthropology with 50% marks in the aggregate. 

b) Ph D or published work of ^uivalcnt standard in the subjeti. 

c) 10 years teaching at post-graduate level and/or research experience in the subject. 

d) Publications in the subject. 

DESIRABLE QUALIFICATIONS: 

Post I: Knowledge and experience in conducting, co-ordinating and organising field work and research surveys, 

preferably on the themes of rural India. 

Post 2; Knowledge of Quantitative Methods with special reference to Ruial/Agricuituni Economics. 

Post 3: Knowledge and experience of conduaiiqt, co-ordinating and otganising Held studies. 

Pott Experience in conducting policy-oriented research and knowledge of Statistics for colleaing, analysing 

and interpreting dao for research. 

Post 5: a) Experience in directing research projects independently. 

b) Experience ih collection of qualitative data and good knowledge of research methodology. 

c) Experience in processing of data and report writing. 

d) Knowledge of at least one language of the research area, viz , Kannada, lUmil and ‘felugu. 

NOTE: I) Applications should be accompanicxi by a copy of at least 3 publicatioas. 

2) Candidates who bad applied earlier for post of Professor of Sociology (vide Advt. No. 1/18.243) need not 
apply again. 

AGE LIMIT: Normally below 50 years in the case of Professor, and 40 yeais in the case of Associate Professor 

Age is reiaxabie upto 5 years in the ca.se of SOST/BC/BT candidates and without any limit in the case of 
employees of the Institute. 

SCALES OF I. Professor: Rs 4500-150-5700-200-7300 

BAY 2. As.sdciaic Professor. Rs .3700-125-4700-150-5300 

GROSS EMOLUMENTS IN THE MINIMUM OF THE Sf'JVLE: 

1. Professor. Rs 6,691/- 

2. Associate Professor; Rs. 5,877/- 

The Selection Committee may relax qualifications in exceptional cases and can also consider suitable ran dtdan-s from 
outside the list of applicants Higher start may be given in desersing cases according to rules. 

Application form and a copy of this advertisement can be had Hum the Registrar by sending a postal ordci/DD for 
Rs 15/- for the posts I, 2, 3 and 5 with a self-addressed stamped (Rs. 2A) envelope (28x II cms). No postal order requtaed 
for SC/ST candidates; they should send their requisition with an attested copy of the taste certi&ate along with a stamped 
envelope (Rs 2/-). Completed application should reach the REGISTRAR on or before AUGUST I4, 1991. 
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__ ' _^_ SPECIAL ARTICLES ^ 

Ramamurti Report on Education in 

Retrospect 

Amrik Singh 

In May 1990 the National Front government appointed a committee under Acharya Ramamurti to go into the 
datortions in the country’s educational system. The committee’s report outlines its principal concerns as equity 
and social justice, decentralisation of educational management, establishment of a participative social order, in- 
culctttion of enlightened and humane values and empowerment for work. This paper undertakes a detailed evalua-. 


tion of the contents of the report. 

I 

PERHAPS no other report on education 
since 1947 has had the same series of 
mishaps as the Ramamurti Report has had. 
The committee was appointed in May 1990 
in pursuance of a pledge by the National 
Front (NF) in its election manifesto that the 
educational policy would be reviewed. The 
said manifesto talked of abolishing capita¬ 
tion fee and other distortions in education. 
But what it specified in particular was the 
Elitist aberrations’ in the educational system. 

Properly speaking, Such a committee 
should have been appointed soon after the 
NF government took over in December 1989. 
But something odd happened. The prime 
minister did not appoint anyone to the 
department of education, not even a minister 
of state, to look after the portfolio. Ques¬ 
tions in parliament were answered by the 
minister of state for science and technology 
and that is how things carried on for the first 
four to five months. 

One of the first things that the new 
minister of state, when appointed, did was 
to appoint a committee under the chairman¬ 
ship of Acharya Ramamurti. a well known 
Gandhian and social activist. The other 
members of this committee were half a 
dozen vice-chancellors, an ex-vice-chairman 
of the UGC, a few academics including a 
retired college principal and only three per¬ 
sons connected with primary or elementary 
education. The additional secretary of the 
department of education was appointed as 
the member-secretary. 

There was something odd about the 
choice of the members. Not many of them 
had first-hand knowledge of the school 
system whereas the starting point of the 
review was what came to be described as the 
Elitist aberrations’. As it turned out, only 
a couple of members devoted time and at¬ 
tention to the task in hand; the rest only 
attended meetings which were not all that 
. many. The bulk of the job was done by a 
couple of members and the membo'-sec- 
retary and his staff. Whether what the lat¬ 
ter was two-thirds or three-fourths of the 
total job is a matter of opinion. As far a$ 
the members were concerned, at least one 
of them confessed to the writer of this paper 
that he had not read the full report even after 


publication. 

There were two reasons for thi.s somewhat 
unusual state of affairs. One, the commit¬ 
tee’s terms of reference were to review the 
'National Policy on Education, 1986 and Its 
Implementation’. In a sense thus, the 
parameters were set by what the 1986 policy 
had laid down. As a corollary, it was also 
to suggest revision of the policy within a 
given time frame. This in turn leads to the 
second point. 

In September, 1990, that is to say about 
four months later, the committee put out a 
discu.ssion paper entitled ‘Towards an 
Enlightened and Humane Society'. It was 
circulated so as to provoke some discussion. 
By the time the reactions came in and began 
to fall into some kind of a pattern, the coun¬ 
try was overtaken by political iastabiiity and, 
in early November, the V P Singh govern¬ 
ment which had appointed the Ramamurti 
Committee fell. 

One consequence was obvious. No one 
knew if the Ramamurti Committee (what¬ 
ever it recommended) would be taken 
seriously by the new government. Strictly 
speaking, such a thing ought not to happen 
but then it did happen. As if this was not 
unsettling enough, the new ministci of slate 
for education made it known in no uncer¬ 
tain terms that he was in favour of the 
Navodaya SchosMs. 

To review their status and working had 
been more or less the starting point of the 
appointment ol the Ramamurti Committee. 
For a few weeks thus the country witnessed 
a curious spectacle. The new minister of 
education lost no opportunity to make it 
known that as far as this particular issue 
was concerned his mind was already made 
up. Whatever interest or enthusiasm the 
members of the committee had in the first 
instance now began to wane. 

Nobody in the government took the po.si- 
tion that events had overtaken the Rama¬ 
murti Committee and that it could be wound 
up or anything of that kind. On the contrary, 
its mandate was renewed. In practice 
however, apart from one or two members 
who were keen to complete the job, most of 
them lost interest in whatever was happen¬ 
ing. It is in this light that the statement made 
earlier should be seen. The secretarial did 


not wish to leave the job unfinished and 
therefore it persisted and worked under eiurr- 
mous pressure and finalised the report 
the due date. The whole committee came 
together to spend some time looking it over 
but did not carry out any real changes, 

II 

In u brief chapter of five pages entitled 
‘Approach’ the committee has described its 
principal concerns as follows; 

—equity and social justice, 
—decentralisation of educational manage¬ 
ment at ail levels 

—establishment of a participative social 
order. 

—inculcation of values indispensable fm 
creation of an enlightened and humaiKe) 
society. 

—empowerment for work. 

Having enumerated them, the committee 
is forthright enough to say (hat education 
has to be viewed in the overall context of 
social, economic, regional and gender-based 
disparities. Fof example, any emphasis on 
voc'ationalising education would carry nc 
rneaning unless, concurrently, the govern¬ 
ment were also to lay down an appropriau 
income and wages policy. Likewise, policiet 
concerning removal of economic disparities 
such as for land reforms, employmeiu, 
health and nutrition, etc, would have to b( 
concurrently established/reviewed. This k 
both honest and realistic. 

What the committee docs not say but 
could have said was that unless the whok 
strategy of development is remodelled, 
secondary concerns like education cat 
achieve only limited ends. All reviews ol 
education since 1947 have suffered from thk 
handicap. They have made recommenda 
tions in respect of education artd not goni 
on to underline the integral relationship bet' 
ween education and (he social and economk 
policies of the country. This committee ha: 
chosen to do so and to that extent showr 
a greater sense of realism. 

In fact the Ramamurti Committee goes 
further. It has questioned the re-designatior 
of (he ministry of education as the ministr] 
of human resource development. In its opi 
nion, the human being is to be valued at 
more than mere resource. In ordCT toempha 
sise the utilitarian overtones of the expres 
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|k|ii Ktouree developimiit’ the 

canntttee has recommended that the old 
tsomenclatuR be re^dopted. 

According to it. the term education is 
hVoad enough to encompass the various 
aspects of culture and arts, youth affairs and 
sports and women and child developraem. 
M this connection the committee also refers 
to Uie need for inculcation of values which 
objective has to be seen as distinct from the 
output of individual schemes and program¬ 
mes. As the committee says. “The hidden 
curriculum as distinct from the explicit one 
obtaining in the Classroom situation, is much 
more important for the development of a 
balanced persorulity amongst the students” 

Some of the ideas implicit in the earlier 
chapter entitled ‘Approach’ are developed 
further in another chapter entitled ‘Roles, 
Goals and Values in Education’. But since 
the committee had already taken the view 
that its focus is going to be on ‘alternative 
modalities of implementation’, it is to the 
subsequent chapters that attention might be 
turned. 


Ill 

What was described as equalisation of 
educational opportunity in the report of the 
Education Commission (1964-66) has been 
equated with equity social justice and educa¬ 
tion in this report. This chapter has five sec¬ 
tions and each one of them goes into con¬ 
siderable details in regard to the issues raised. 
These sections are education and woihen’s 
equality, education for the SCVST and other 
educationally backward sections, education 
of the handicapped, a common school 
system and Navodaya Vidyalayas. The first 
section alone takes approximately 30 pages 
and the whole chapter takes about 90 pages. 

That is not ail. Another four chapters deal 
with related Issues like early childhood care 
and education, universalisation of elemen¬ 
tary education, adult and‘continuing educa¬ 
tion, and education and the right to work. 
These chapters come to approximately 200 
pages. Considering the fact that the whole 
report has 369 pages, it is evident that, in 
terms of proportions, a good deal of atten- 
don has been given to issues relating to social 
justice and education and allied matters. 
Added to that is the fact that higher educa¬ 
tion does not receive even 20 pages. The 
focus of the report should thus become clear 
even in the light of the attention that is given 
to those dimensions of education which deal 
with areas that have remained neglected so 
far. 

It should be clear from this brief reference 
in regard to the relative importance of dif¬ 
ferent titemes that the thrust of the commit¬ 
tee’s report is in favour of issues that con¬ 
cern the vast majority of the people. Their 
welfare has been neglected for very long. 
Over the years, the focus has been so con- 
tittently in favour of the middle class and 
at the cost of the poor and the deprived that 
the educational scene has become acutely 
ubballwicpd. The basic problem in Indian 
Hkba^kMi today is the neglect of elementary 
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(hey are in their own ways, am ida^vely kkt 
impoilant in the contoit'of the pKglit ^the 
illiterate masses. 

What needs to be noted is that this com¬ 
mittee has not only its heart in the. right 
piace'but has gone about its Jdr of analysis 
in a manner which shows both coiiqern and 
intimate knowledge of the ground ^uation. 
There is something apimpriate about begin¬ 
ning with education and womm’s equality. 
The general thrust becomes dear ri^t in the 
beginning when it is mentioned that as 
against 53 per cent for men, the rate of 
illiteracy among women is 75 per cent. (All 
figures are based on the 1981 census and ap¬ 
propriate adjustments may be made by those 
who have access to the 1991 Hgures.) 

In this connection, the 1986 pc^ is refer¬ 
red to in a critical manner. According to this 
committee, the thrust of that policy lay in 
intervention within the educational system 
whereas the real constraints which are socio¬ 
economic and cultural in character are out¬ 
side the school system. These have a direct 
bearing on the education of girls. When it 
comes to raising of the status of women, 
education alone is not the agent of change. 
Education is one factor, and an important 
one at that, but there are other factors also 
at work and those must not be lost sight of. 
Having defined (heir approach in this ex¬ 
plicit manner, the committee discusses this 
issue under a number of sub-heads. The tone 
and quality of discussion shows insight as 
well as first hand knowledge as to how things 
are happening out there. Most people who 
are concerned with policy making are not 
adequately aware of what is happening in 
the field. This report however speaks from 
that perspective and is all the more valuable 
for (hat. 

The sub-heads referred to above may be 
enumerated here: access to education and 
quality of learning; content of education and 
gender bias; vocational education; training 
of teachers and other educational person¬ 
nel; research and development of women’s 
studies: representation of women in the 
educational hierarchy; empowerment of 
women; adult education; resources and 
management. It is not possible to go into 
details here but some ol the insights that the 
report offers may be quoted: 

(a) “As much as 29 per cent of the entire 
time of a girl-child in rural areas is spent in 
the collection of fuel and 20 per cent in fet¬ 
ching water. Care of siblings also accounts 
for a significant proportion of a girl’s time” 

(b) “There is a crucial link between the 
ea.sy access to water, fuel and fodder and 
.schooling of girls. This understanding needs 
to be explicitly reflected in the policy of 
government and be concretised in opera¬ 
tional designs!' 

(c) “Without providing fuifkdged day 
care services, particularly for the 0-3 age 
groups, no school programme can hope to 
become accessible to older girts in the 6-14 
age groups!’ 

(d) “At present 48.6 per cent of habiutkHis 
representing about one fifth of the country’s 
rural population do not have a primary 
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have middle scbooti. The poor audUbffi^ 
of middle schooling may be a mqior con¬ 
straint in the retention of giris in schools.” 

(e) “Vopational training courses for 
girls..at the secondary stage should be pro¬ 
vided in onfer to expand the social base of 
vocational education. Opportunities should 
be especial^ given to4ropouts after mid¬ 
dle schools!’ 

(f) “Teacher training programmes in 
general require a critical evaluation and re¬ 
orientation within which the incorporation 
of women’s perspective should be a key 
dimension. This would include sensitivity to 
women’s issues and awareness of the pro¬ 
blems in education of girls!’ 

(g) “Women’s study centres should be 
organised in all the univenities and recognis¬ 
ed social science research institutions within 
the Eighth Plan!’ 

(h) “The Programme of Action (PQA) 
recommends that women may be given 
‘preference in recruitment of tekehers upto 
school level’, but it does not look into 
problems of accommodation, security, child 
care, etc, which constrain women teachers 
particularly in rural areas!’ 

(i) “The proportion of women teachers in 
primary, middle and high schools should be 
increased to atleast 50 per cent!’ 

(j) “The POA concept of women’s em¬ 
powerment has the following two lacunae: 
(a) It presents the concept of empowerment 
of women as a process confined to women 
only 'tnd to be organised in isolation of men 
ill the same community; (b) It does not refer 
to the critical role of raising, through educa¬ 
tion, awareness regarding the issues of 
women’s .health, including reproductive 
health and sexuality in the larger dimension 
of empowerment of women!’ 

(k) “Earmarking 50 per cent of the ele¬ 
mentary sector allocation for measures to in- 
tirea.se girl’s participation and making this 
allocation non-divertibie" should be 
ensured. 

(l) “Continuance of all centrally spon¬ 
sored .schemes relating in pan or in full, to 
women’s education may be treated in lemrs 
of the detailed recommendations” regarding 
decentralisation. 

As should be evident, these few insights 
and observations represent a mode and tim¬ 
bre of thinking which is more or less at total 
variance with the way things are happening 
today. The bulk of the policy-makers are 
conservative, rule-bound and unathletic in 
their outlook. Those who implement orders 
issued from above do so without any sense 
of commitment and are devoid of imagina¬ 
tion of initiative, or almost so. The persepc- 
tive envisaged here is in a way so radically 
different from what obtains to^y that it will 
require a total overhaul of the existing ad¬ 
ministration strucutre and a new ethos of 
work before these recommendations can be 
put into effect. 

This is not said by way of criticism or 
disagreement with whatever has been sket¬ 
ched above but it needs to be noted that the 
committee has not gone into the question 
of how, in what manner and at what pace, 
can some of these things be done. Elsewhere 


Economic and Politicul ^Meekly Isiie 29.v 



'<anBpwi>on' y ang j wgBmwwwtpwtwwpirr 
tid^vfc nMaagenent or 4iHiuacd, the 
Utue i$ brou[^ up iptin but that it not the 
same thing as working out some kind of a 
work-plan which would ensure that a new 
wind blosra though the stagnant system as 
it it run todi^. In oAer words, what it 
piesented here assumes a different outlook 
on special issues as well as a radically 
: reoigimi^ delivery system. Neitho’ of these 
assumptions has any leg to stand upon. 

Whatever has bcra lu^tpening over the 
years has, whedier it was so intended or not, 
strengthened the colonial system which we 
inherited in 1947. The essence of the system 
Was that orders were given from above and 
those were to be carried out. Our main con¬ 
tribution since 1947 has been to make the 
system inefficient as well as corrupt. In 
consequence the delivery system today is 
distinctly less satisfactory than it was some 
decades ago. 

IV 

The 1986 policy viewed education for 
equality in two dimensions, viz, removal of 
disparities and equalisation-of educational 
opportunities. That policy also retcommend- 
ed a series of steps most of which had been 
under implementation in one form or 
another even before 1986. Over the years 
however, the gap in the growth of literacy 
between the SC/ST's and the rest had been 
widening. Data given by the commissioner 
for SC and ST and various other authorities 
is quoted in the report in support of this con¬ 
tention. Even the dropout rate in the SC and 
ST categories is distinctly higher as com¬ 
pared to the rest. 

Nonetheless the committee surveys the 
whole scene afiesh but is unable to come Up 
with any new measures except to suggest cer¬ 
tain marginal improvements like more inten¬ 
sive remedial coaching, increased recruit¬ 
ment of SC and ST teachers, incroporation 
of the rich diversity of the tribal cultural 
identities in the co-curriculum, a special 
component plan and tribal sub-plan, more 
effective monitoring, intensive area ap¬ 
proach, identifying a single focal agency in 
each state to mastermind the whole opera¬ 
tion as also report to the Centre and so on. 
The fact that the committee is unable to 
come up with any new proposals should not 
be a cause for surprise or a point of 
criticism. On the contrary whai it underlines 
is the fact that the existing modes of per¬ 
formance are inadequate, inefficient as well 
as underfunded and what requires to be 
donb is to attend to the basic problem of the 
socifd and economic development of these 
peglected sectors of the population. 

Similarly, in regard to minority groups, no 
new measures are proposed except that what 
is already laid down needs to be imple- 
molted much more vigorously. In a sense the 
same approach is recommended in respect 
of the handicapped category too. 

Even without the help of data which is 
used in abundance, various surveys that are 
conducted from time to time have made it 
dear to all observera of the Indian scene that 


wan nas come m me vnsy ot me more ci» 
fittlive spread of primal^ educatimt is the 
sheer pov^ of vast sections of the popula¬ 
tion. Our strategy of development has by 
and large ignored them and their interests. 
Advances in various directions have been 
made and the Indian economy iodiV is much 
stronger than it was four deirades aga But 
what has remaiiKd unchanged all these yean 
has been the weifaie of the deprived and the 
underprivileged and if aity analysis of the 
contemporary scene in education chooses to 
linger over these problems, it is not only 
unavoidable but the right thing to da 

The 1986 policy too had given evidence 
of this concern and what the Ramamurti 
Committee has done is to build further on 
it, suggest certain improvements and give 
evidence of purposeful and concrete think¬ 
ing. Where it errs is in assuming that a new 
perspective, if presented, would inspire 
people and make them act differently. This 
can happen provided, to use the oft-quoted 
phrase, there is political will and, secondly, 
the administrative system is enabled to taire 
the load of increa.scd responsibilities. While 
something is said about increased funding, 
the set of proposals made in that connec¬ 
tion do not amount to much, it appears that 
the committee was not particularly well in¬ 
formed in regard to those issues; but more 
of that later. 

V 

After a fairly detailed discussion of the 
various aspects and dimensions of equity, 
social justice and education, the report in 
a natural sequence moves on to the theme 
of a national system of education. As might 
be recalled, this concept had been advanced 
first by the education commission in 1966. 
That commission had advocated the esta¬ 
blishment of neighbourhood schools. A 
child was expected to go to the neigh¬ 
bourhood school whereas today what isjiap- 
pening is exactly the Ct^iXisite. 

Children are quite often transported to 
long distances so as to be enrolled in a par¬ 
ticular school. Most of these schools are 
privately run and may be, without exaggera¬ 
tion, described as elite institutions. Put 
another way. today there are two sets of 
.schools in the country, one for the children 
of affluent parents and another for the rest. 
It was this policy which was sought to be 
reversed by the education commission. That 
has not happened and it is on record that 
this was one of the more controversial 
recommendations of the education 
commission. 

The 1986 policy reiterated its support to 
it. The POA also had suggested a few con¬ 
crete steps but as this report says, it did not 
spell out *any modalities or action program¬ 
mes'. Having said this, even this report does 
not offer much by way of a plan of action. 
Rather d is implied that provision of 
significantly increased outlay for dementary 
education would help in the building up of 
the required levels of infrastructure and 
quality of education. Once this happens, 
schools now run cither by the government 


or vf weal ooeaei, eia woma grow into 
gemriile neighbourhood schools. 

It must be added in fairness however that 
this report does suggest phased implemen¬ 
tation of a changeover within a IOo*w time 
frame Furthermore; it also advocates lessen- 
tial minimum legidation, particularly to 
dispense with early selection process, h^ 
tuition fee, capitation fee; etc*. It also sug¬ 
gests a combination of incentives, disincen¬ 
tives and legislation*. In other words, this 
committee too expresses itself in favour 
the common school system but puo iu ftudi 
in general improvement along a wide front. 
Once the rituation surts improving, it stands 
to reason that the neighbourhood schools 
would not be looked down upon with con- 
tempt as they are now. 

This perhaps is correct but the set of pro¬ 
posals presented in the report does not seem 
to take into account the stubborn resistance 
that would be offered by the elite section of 
the society. This section wants an advantage 
for itself. As of today, apart from the other 
advantages of a good infra.structure, better 
.student-teacher ratio §nd a dozen other 
things, the elite category have the advantage 
of operating through a tongue which gives 
it an edge over others. The ability to wield 
English effectively confers such an un¬ 
mistakable advantage upon those who can 
do so that they outdistance others. This 
aspect is not even touched upon in the report 
at all though there is a brief reference to it 
in a later chapter dealing with languages in 
education. 

Vl‘ 

It is in respect of the continuance or other¬ 
wise of the Navodaya Vidyaiayas (NV) that 
its ambivalence of views comes acro.ss some¬ 
what more clearly. Also the issue is discuss¬ 
ed in some more detail. Both pros and cons 
are discussed as well as elaborated. 

According to the 1986 policy, this scheme 
was calculated to serve two ends. One was 
to provide high quality education to bright 
children who do not have access to it today. 
Secondly, 75 per cent of the seats were to 
be reserved for students from rural areas. 
Reservations for SC and ST students were 
prescribed as per their actual population in 
the district (on the basis of one school per 
district) subject to a maximum of IS and 7.S 
per cent respectively as laid down in the 
Constitution. 

How has this scheme worked? Approxi¬ 
mately two-thirds of the districts in the coun¬ 
try have been ro far covered. Around 50,000 
students ate enioiled m them,' Viths of them 
being boys and ''Sih girls. As against the 
target of 75 pet cent for rural children, the 
enrolment is higher in those categories by 
2.5 per cent. The SC students are a little less 
than 20 per cent and the STk are a little over 
II per cent. 41 per cent of the students come 
from families below the poverty line and 63 
per cent from families with an income of less 
than Rs 12,000 per year. Of the students, 16 
per cent of the children are first generation 
learners and 70 per cent of them come from 
families which had no access to college 


1607 


Economic and BoHtied Weekly June 29. 1991 



WMMiolft. Hie per capiu expenditure h « 
fittie less than Rs 10,000 per student 11 
progress has ncM been more impressive than 
wiial has been detailed above, it was because 
hinds of the required magnitude weie not 
made available Secondly, to start with, 
teachers were proposed to be taken on 
deputation and therefore only 75 per cent 
ol those included in the cadre strength could 
be i^ipointed 

As stated above, the committee was sharp 
ly divided over this issue 1 hose who were 
not m Its favour objected lo the high per 
capita cost, the limited coverage the 
academic confusion caused by the teaching 
of science through Fnglish and of social 
sciences through Hindi and so on Not only 
that, the percentages ot admission has begun 
to show a declining trend, many children 
were unhappy because they could not get ad 
Justed, there was no involvement of the local 
community etc Noi were all the tests 
cuhure4ree oi naming free Above all, a 
high percentage of children seemed to belong 
to middle income groups Worse than that, 
a survey showed that children oiten seemed 
to be withdrawn and alienated from the 
village community and there were situ itions 
of conflict between the school community 
and the local community 

However, those who favoured the scheme 
affirmed that they had no philosophical 
aversion to chtism It the existing schools 
were biased towards the richer section ot the 
country side, this could be taken care of 
What IS more, the functioning of the schools 
could be improved in so many ways by ap 
propriate linkages with the District institutes 
of hducation and Itaining, (DIET) and 
other similar institutions I astly, it was not 
fair to evaluate the scheme so shortlv atiei 
its commencement 

Unable to take a unanimous decision, the 
committee recommended that no fuithei N 
Vs be established and the scheme be furthci 
reviewed after two to three years Three 
mmor States—Assam, Ihmil Nadu and Wist 
Bengal—bad refused to participate in it and 
this fact also had to be taken into account 
Meanwhile the concept oi nuituring special 
talent which appears to underlie the csta 
blishmeni of these schools may be redefin 
ed, the piocess and mode of selection mav 
be broadened as well as refined and the pre 
sent life style and value orientation of these 
schools may be changed 

The committee also went on to suggest 
three ditlereni alternatives and discussed the 
merits and demerits oi each alternative 
Considering that this was the one isssur 
which seemed to be the o casion fur the ap 
potmment of the review committee, this 
recommendation looks like a bit ol an anti 
climax Originally it was visualised that the 
scheme would be discontinued In the event 
It turned out that it would continue and 
would be re evaluited and reviewed in 
1992 95 In a sense, the current social and 
political situation is so charged with igOn 
tioveisy and tension that n is just as well thai 
a decision on this issue has been deterred 
Hie inabihty to take a clear rut decision may 
.he (he outrorae of certain accidental factors 
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but It may turn out that thkt puttefiiar deci¬ 
sion. or non-dectsion if it may be put that 
wav, may not eventually prove unv^comc. 

VII 

After the section on education and 
woman’s equality, the next strong section is 
on early childhood care and education 
(LCCL) The treatment of this theme is done 
with equal sensitivity, commitment and 
sense of concreteness In a sense the real 
merit of this particular chapter is to put early 
childhood care and education at the centre 
ol things To some extent this is a lecogni 
non ol the fact that because of poverty, 
children are neglected and, since they are 
neglected as children, there is no question 
ot their receiving the kind of attention which 
would ensure their becoming a part of the 
network ol literacy—a prerequisite both for 
equity and empowerment 

I he committee interprets Article 45 of the 
C onstituiion as a directive principle which 
seeks to ensure that every Md up to the age 
o/ 14 shall receive free and compulsory 
education Articles 59f, 46 and 47 respec 
lively are interpreted lo lend further support 
to this constitutional directive Having’done 
this the committee goes on to say that this 
diicctive has so iar been interpreted much 
too narrowly It is made applicable only lo 
the education ot children from the age ol 
fisc or SIX onwaids The committee howevei 
IS ol the view that ‘1C Cl is part ot the pio 
vision originally envisaged under the Con 
stitution lot the development ol ‘all children 
until they complete the age oi 14 years' 

The report adds that ‘ECCE is also ol im 
mense significance from two other stand 
points -univcrsalisaiion of elementary 
education and equality of opportunities tor 
women Diretllv it helps to prepare the 
young child tor school and indirettly it can 
enable git Is engaged in taking care ol 
younger siblings to attend school The report 
sums up these formulations by saying, 
“ECCL, therefore, is a cross-sectoral pto 
giamme addressing the intersecting needs of 
women, children and girls’* 

Hat king back, the committee recalls the 
view oi the education commission in having 
emphasised the importance of pre-primary 
education in child development and of its 
critical link with enrolments, retention and 
learning outcome m primary schools The 
1986 policy, however, contented itself with 
steps to reduce 'the prevailing wastage and 
stagnation in schools’ and other related 
recommendations and did not choose to go 
beyond that 

In this connection, it refers to the rapid 
strides made by the Integrated Children’s 
Development Scheme (ICDS) progr nmes 
in the late 70s and the early 80s This pro 
gramme is both a pari and an extension ot 
the Minimum Ne^s Programme (MNP) 
and one of the recommendations now 
speed really made is that the ECCE should 
be formally and legitimately included in the 
MNP 

This IS a recommendation of tar reaching 
importance In the years to come the MNP 


is likely to eapond both ill leope «IMf 
coverage Slumld tint nxne » pwk to wMdtf 
have an undoubted impact on the spread of 
elementary education as well at the level of 
employment in the rural sector The report 
explicitly recognises that the ECCE has 5a 
potential of (being) a significant generator 
of skilled employment for women’ If and 
when this happens, it would change the 
social and economic contours both of the 
countryside and slum areas in towns and 
cities 

The comminee has estimated that children 
below SIX number about 14 crates and 
therefore constitute 17 per cent of the 
population As of this moment, only 10 per 
cent of the taiget group receive some amount 
of child care services The immensity of the 
tasks that requires to be attended to is thus 
obvious Indeed it would require massive 
deployment ot resources if the target of pro¬ 
viding early child care services to all children 
in that age group is to be met This single 
tact makes it indubitably clear that with the 
magnitude of funds available now it would 
not be possible to achieve anything more 
than a fraction of what ts proposed to be 
done 

\5rhere would additional funds come 
from'* The national wealth has to grow 
before it becomes possible to divert resources 
to responsibilities like early childhood care 
Apart from other things, all those factors 
which come m the way of belter productivity 
and wastage of national wealth would have 
to be overcome Clearly this cannot happen 
unless the strategy of development followed 
over (he last lour decades is radically over 
hauled There is a good deal wrong w'th 
education at every level but what is happen 
ing in the sphere of social and economic 
policies IS perhaps even more wrong and 
indeed in need of drastic surgery 

While the 1986 policy and the POA were 
conceptualised and developed by the depart 
ment of education, the responsibility for 
actual implementation of the ECCL pro 
gramme was transferred to the department 
of women and child development at the cen 
Ire and the departments of social welfare at 
the State level No wonder there was lack of 
alignment in their respective approaches and 
lack of co-oidination at every step The com 
mittee goes into details in regard to strategies 
and models and emphasises the principles 
ot diversity, flexibility and decentralised 
funding and management Even such an ob¬ 
vious thing that the ECCE centres should 
be linked physically as well as program¬ 
matically with (he primary schools has been 
so far overlooked 

Not only that, (he l%6 policy emphasises 
ICDS, a centrally sponsoi^ scheme, as the 
major vehicle for the achievement of ECCE 
goals A survey conducted m seven States has 
shown that the rigid and top heavy ICDS 
programmes is ‘weak m content and qjuility, 
costly, limited in access and is often poorly 
implemented* From this it follows tto tlw 
ICDS should function “m a decentralised 
and localised manner, encouraging local 
women’s groups to develop nroddi and 
structuies suit^ to their needs’*. Recognis- 
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itt IM HHMK SMWi liMI|aplMnt» 
5wWffnll(ybiJemtlwiti<idlte 
hnuiw tad iBMmited utiiit of ECCE. 
Whtt wu ncommoded, however, did not 
•et impleiiiented nor did the buk prindplet 
of cunktdum and content of ITCCE get 
truulated into loceM«ed content. 

A significant wenknctt of the 1986 poli^ 
was that it was silent on the entire subject 
of training for the ECXX prognunmes and 
on the status of the child care workers. The 
committee therefore goes into details in 
regard to the link between programme quali¬ 
ty on the one hand and wages, job satisfac¬ 
tion, social status and motivation on the 
other. It follows frenvshis that mnhing can 
be done in this behalf unless educational 
complexes and DIElk proposed elsewhere 
are encouraged to assume responsibility in 
respect of training and networking. In order 
to make the whole thing-effective, a system 
of accreditation of training programmes and 
agencies would also have to be developed as 
originally visualised in the PQA. 

In fact, the ECCE programme is inconcei¬ 
vable without massive decentralisation and 
employment of lakhs of additional workers. 
The committee feels so strongly in regard to 
the bureaucratic functioning of the whole 
thing that it says that ‘it is time that we 
introduced a sense of realism in our manage¬ 
ment system'. It goes on to say that while 
voluntary effort may be promoted, the real 
key to success in this area is ‘in the direc¬ 
tion of non-formaiising the ECCE institu¬ 
tional framework’. In conclusion, it adds 
that there is no alternative to handing over 
the management of the ICDS and other 
ECCE programmes to local groups, pre¬ 
ferably poor women’s groups through the 
panchayati raj framework. Can it happen? 
It can, provided the existing overcentralised 
system is dismantled and genuine and exten¬ 
sive decentralisation is ensured. 

Resources would be a constraint in any 
case. The 1986 policy was more or less silent 
on both the magnitude of the resources re¬ 
quired and the manner in which these were 
to be raised. Even the POA depended upon 
the help of the government and little moie 
than that. This committee however favours 
that a central fund for child care services 
should be set up at the national level. But 
having made the recommendations it does 
not go into details and that is a crucial 
weakness. The committee estimates tiiat even 
if 4.9 crore children (a hypothetical target) 
are to be covered by 1995, an annual mini¬ 
mum expenditure of about Rs 4,900 crore 
(at 1989 prices) would be required by that 
date Are funds of this magnitude available? 
No less important, are there prospects of 
such funds being raised? 

As stated above, this particular chapter 
puts into sharp focus the magnitude of the 
problem and the crucial importance of being 
idrfe to provide child care services for 
children in that age group. Unless this is 
done, Gandhiji’s statement made in London 
in October 1931 would perhaps be proved 
correct. He had said, “I defy anybody to 
fulfil the programme of compulsory primary 
education of these masses inside of a cen- 


tunf When he had naade-the above staie- 
aacnL Indiifs population VMS ^ipregdiiialeiy 
one ^rd of what it is today 

Vlll 

After much detaUed discussion of the BOCE 
programme, the theme of universalisation of 
elementary education (which is very well 
document^ in the lepmt) need not be dwelt 
upon at length except thM certain observa¬ 
tions made in the eoune of Ae analysis need 
to be highlighted. These w listed bejow: 

(a) Having deah with primary education, so 
to speak, in the earlier chapter, the focus 
now is on post-primary or elementary 
education. 

(b) Since a substantial number of children 
are engaged in child labour, there is no alter¬ 
native except to ‘educationalise the work'. 
How to do it is however not gone into in 
detail. 

(c) The prevailing curricidum of elementary 
education suffers from several defects. Only 
the cognitive domain (recalling facts at the 
time of examinations) is stressed and the 
component of skill formation is more or less 
missing. Social and cultural inputs from the 
community are also lacking. There is an 
utter absence of activity-based learning. Nor 
are enquiry, exploration or creativity en- 
courag^. Above all, the mode of transac¬ 
tion is essentially non-participative. Unless 
these deficiencies are taken care of, children 
would find attendance in schools neither in¬ 
teresting nor profitable. 

(d) “The school teacher is at the bottom of 
a vast bureaucratic machinery where there 
IS hardly any scope for charting fresh course 
of action”. No wonder the inspectorate 
system kills all initiative, obiliges the teachers 
to adopt a stratified outlook and in the pro¬ 
cess their competence in pedagogy, gets 
seriously undermined. 

(e) The three thrust areas at that level should 
be (i) convergence of services that the school 
can provide, particularly for gills, (ii) tfnkage 
between the school and the community and 
(iii) decentralise and promote the parti¬ 
cipative mode of educational planning and 
management. 

(0 At present curriculum development and 
content planning in the primary and middle 
schools is determined by what is planned at 
the -1-2 level. This unnecessarily burdens the 
child in the elementary school and does not 
allow the elementary school level to become 
a self-contained stage of schooling. A good 
deal more is said in this vein but, for the 
most part, it is repetitive in charactei and 
need not be diiat^ upon. 

Non-formal education (NFE) is the next 
topic to be taken up. It was introduced in 
the Sixth Plan and is operating in about 2.4 
lakh centres including almost 78,000 centres 
exclusively for girls. But the programme has 
failed to take off the ground for a number 
of reasons, the most obvious of them being 
that the State governments are not prepared 
to commit resources to this programme, the 
administrative system does not give it the re¬ 
quisite autonomy and, worse than that, there 
is generally a lack of faith among the func- 


tionarki aad the dunHtes of chydica wgo 
are supposed to benefit from them. No 
wonder the instructors are underpaid, lear¬ 
ning material is not easily tvailablA lighting 
arrangements and instructional equi^ent 
are below the acceptable level and the quality 
of instructors as also their training leava 
much to be desired. 

As if ail Ais is not deplorable enough, 
Aose who are working in the NFE are 
equated with Aose who are working in Ac 
formal system and thus there is confiision 
about parallel cadres and systems and so on. 
The answer of the committee to these pro¬ 
blems is to non-formalise the formal schod. 
This can be done in a variety of ways. It 
should be possible for instance to shift the 
school timings to mornings, afternoons or 
late evenings as suits the convenience of the 
children, choose the school calendar to suit 
the rhythm of agricultural activities, reduce 
school hours bui increase the learning hours 
and so on. It is also proposed that in addi¬ 
tion to the regular teaching staff there Aould 
be para-teachers or ‘shiksha karmis’ as they 
are called in Rajasthan. 

Management m that case would have to 
be decentralised and village education com¬ 
mittees would have to be set up. Not only 
that, the local community would have to be 
empowered in a substantial way before imy 
one of these innovations can be carrioi O'lt. 
The sad fact is that most of us have been 
so accustomed to receiving ordcis from 
above that all that the bulk of us can do is 
to carry them out, and not always efficiently 
either. If tins situation is to change, there 
would have to be some kind of a shift of 
social opinion, a re-working ol the existing 
sociiil relations and the emergence of a 
whole new crop of people who would prefer 
to break with the dead weight of tradition. 
This is such a tall order that all that one can 
do is to say good luck tp them. 

Operation Blackboard was one of the 
powerful initiatives taken by the Centre in the 
1986 policy. That policy sidestepped the issue 
raised by the 42nd amendment whereby 
education had been made a concurrent sub¬ 
ject. Hardly had anything been done in pur¬ 
suance of that amendment. In order to solve 
the gap between profession and practice, the 
1986 policy laid down that the Centre should 
take a much gieatei load in respect of educa¬ 
tion than it had done hitherto. In concrete 
terms the strategy of Operation Blackboard 
was devised. 

In three years from 1987 to 1990, a sum 
of Rs 373.22 crore was made available to the 
States. Also a sum of Rs 719 crore was com¬ 
mitted to the States for school buildings. In 
this way, 57.70 per cent of primary schools 
were covered in respect of an additional 
room, a second teacher, preferably a woman, 
etc. 

To some extent that was gratifying and the 
committee has described it as laudable At 
the same it has criticised the scheme in no 
uncertain terms. The whole thing is handled 
by the Centre and, in that respect, is an ex¬ 
ample of overeentralisation. Certain defects 
in its operation have also been brought out 
(for instance West Bengal wanted buildings 
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Tttim than addHioiial tttchm but this 00 ^ 
flteted'With the scheme as envisaged by the 
Centre) but the most serious of tl|cm is the 
fact that the States have no igitiative and 
every thing is himded down by the Centre. 
One of the recommenditions made by the 
committee therefore is that all decision mak¬ 
ing in this area shouid be delegated to the 
Sutes. In course of time the Centre shouid 
provide funds, project ideas, perhaps ensure 
a certain measure of monitoring and little 
more than that. 

IX 

As a follow up of the 1986 policy, a 
National Literacy Mission (NLM) was laun¬ 
ched in 1988. It has had some success. In 
addition several other projects have been 
launched in about 60 districu in different 
States. 1b what extent they are successful or 
not remains to be seen. So far the only 
notable success has been in Kerala. When 
the report was being written this success had 
not yet become public but it was clear that 
things were moving in the right direction. 
What requires to be noted is that this com¬ 
mittee has eiilaiged the whole concept of 
adult and continuing education. To quote its 
precise words; 

The questions of survival, development and 
justice are to be interwoven into content, 
pedagogy and learning situation of adult, let¬ 
ting literacy come in organically in the pio- 
cess when, and if, it becomes the felt need 
of the adult learners. This understanding 
would help in avoiding the disproportionate 
emphasis on literacy campaign. 

As a matter of fact, the principal weapon 
being used by the NLM is the mounting of 
the literacy campaign in various districts. 
This means the involvement df the entire 
population to the extent it is possible. The 
government does what it can and so do dif¬ 
ferent voluntary agencies including those 
connected with various religious denomina¬ 
tions. The idea is to involve everyone. In 
Kerala in particular, the clergy of various 
religious communities helped a great deal, 
indeed so did a large number of unemployed 
youth of both sexes. Unemployment is fairly 
widespread m the State Once the campaign 
got going, they got drawn into it and quite 
a number of them did highly creditable 
work. 

It may be recalled in this connection that 
a National Adult Educational Programme 
(NAEP) had been launched in 1978. For a 
variety of reasons it did not do all that well. 
A decade later it was rechristened as the 
hiational Literacy Mission? and given a new 
thrust and organisation. What the initial 
experience has shown is that, more than 
an^hing else, it is the campaign method 
which has proved particularly lAeful. The 
committee however cautions against apply¬ 
ing this approach to all parts of the coun¬ 
try at random. This is because levels of 
awareness differ in different States. Unless 
the local atuation is assessed and correspon¬ 
ding adjustments are made, it will not be 
advisable to rush headlong. 

There is no denying the fact that NLM has 
to some extent succeeded in placing adult 


htency on the national agenda. Bm literacy, 
the cmnmittee insists, should not be thrust 
on the learners. It shouid emerge as a felt 
need of the youth and it is only when that 
need expresses itself in a certain way that 
it should be met. This is a salutary piece of 
caution. What is even more salutary is 
another piece of caution when the commit¬ 
tee observes that the universaiisation of 
elementary education shouid be given top 
priority both in educational planning and 
resource allocation. Once that happens, no 
child in the early 90s would grow into an 
illiterate adult in the next century. 

To some extern, something of this kind 
had been done in the early SOs too. Nobody 
had advocated such an approach, formally 
speaking. But in State after State, a kind of 
unstated decision came to be taken. In terms 
of it, the pursuit of adult literacy was aban¬ 
don^ in favour of diverting all attention to 
tiw improvement of schools. It so happened 
however that even that objective remained 
unfulfilled. In plain words, both the formal 
and the non-formal systems became dys¬ 
functional. In reviving the earlier approach, 
however the committee has taken extra¬ 
ordinary pains to ensure that ECCE is made 
functional as well as effective. If that happ- 
pens, this shift of strategy can produce go^ 
results. In brief, the whole experiment would 
have to kept under watch. 

X 

While the 1986 j^licy talked of voca- 
tionalisation, this committee goes much 
beyond that and brings in the concept of 
education and rite right to work. This latter 
concept was projected by the National Front 
before the 1989 election and was also includ¬ 
ed in its manifesta There was a good deal 
of discussion of the subject when the NF 
government was formed. But no concrete 
steps could be taken to ensure the achieve¬ 
ments of this objective; Meanwhile alj kinds 
of dissenting opinions were also expressed. 
The objective was regarded as unfeasible as 
to some extent it is. 

What the committee however has done is 
to link it up strongly with vocationalisation. 
It starts by saying that the concept of voca¬ 
tionalisation as presented in the 1986 policy 
was linked to secondary education and no 
more. Its purpose was to enhance individual 
employability. Furthermoie vocational 
education was seen as a distinct stream in¬ 
tended to prepare students for identified oc¬ 
cupations. Vertical mobility for vocational 
graduates was to be provided through bridge 
courses and even a specific target (10 per cent 
of students at the higher secondary level by 
1990 and 25 per cent by 1995) was fixed. 

The committee is of the view that voca¬ 
tionalisation is not merely to “impart 
saleable manual skills but to relate hand with 
head and heart so that productive labour 
and sodally useful work becomes a medium 
for developing creative intelligence and a 
knowledge base on whidi one could keep 
building throughout life”. This is well put 
and recalls the fundamental insights of 
Gandhi, Bigore, 2Eakir Hussein and several 
others. Each one of them emphasised the 


fabt that dne discovert oncadf through the 
medium of work. 

The committee is aware of the fact that 
this approach marks a complete break with 
the traditional approach. The existini 
class/caste attitudes militate against the 
adoption of such an outlook. What wai 
mote, the 1981 census counted almost ai 
many as 2 crore technically qualified persom 
who were available in the labour force but 
almost 90 per cent of them were still look¬ 
ing for jobs. Clearly the problem is not at 
simple as ii is usually made out to be; 

It cannot be claim^ that the committee 
deals with this problem adequately. To sug¬ 
gest that work experience or socially useful 
productive work should be link^ with 
various other subjects both at the lewl ol 
content and pedagogy is in order but doer 
not go far enough. The issue requires to be 
discussed in much greater depth than hat 
been done. It must be acknowledged how¬ 
ever that the committee retrieves the situa¬ 
tion somewhat by insisting upon one fact. 
According to it, classes IX to XII should be 
viewed as a distinct stage of education and 
instruction in the classroom should be 
planned for one, two, three or four years, 
as the case may be, in the academic or tht 
vocational stream. There should be perfect 
interchangeability between the two sireanu 
and no artiricial barriers should be erected. 
The principles of modular courses and credit 
accumulation can also be introduced. 

In this connection, a reference is aisc 
made to how the Shramik Vidyapeeths, the 
ITIs, the polytechnics and the rural institute! 
function. Each one of them caters to the 
highly diversified employment market, both 
in the organised and unorganised sectors. 
There is one notable omission in the report 
and that relates to the institutional setup ol 
agricultural polytechnics. Some innovative 
work is done in agricultural universities but 
how those innovations are to be dissemi¬ 
nated is a somewhat neglected area. There 
was a brief mention of agricultural poly¬ 
technics in the Sixth Plan but thoe has bem 
no follow up, and the subsequent plan did 
not even refer to the need for such poly¬ 
technics. This report also fails to do sa Ex¬ 
cept that it makes one important statement: 

If the vocational courses are not meaningful¬ 
ly linked with the user agencies, empower¬ 
ment for work would remain an idle concept. 

The isolation of vocational education fiwr 

the employment market in the organised aix 

unorganised sectors must be broken. 

There is a brief discussion of the varioui 
models of vocational education. But much 
more important than that are two crucial 
recommendations made in this respect. One 
relates to how teacher education courses foi 
vocational education at both the secondar) 
and post-secondary levels should be re¬ 
designed. What is required is to avoid the 
“near exclusive emphasis on knowledge 
through theory alon^'. Secondly, the com¬ 
mittee favours decentralisation of manage¬ 
ment, plarming and implementation to thi 
level of individual high schools or schot^ 
complexes as well as colleges and univer- 
.sities. It would have done no harm had tht 
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VfiBtflkttinjdMiMatotftinlo Amuerdeuili 
vt tome of die iuuet involved. 

. Iliiiii'iartknlertyimimrtambecauK 
Unagth of this lepM lie in the wiV it hv 
fecnsed attention on prognunmes a^ acti- 
iMa at the gnsnoou levd. The conunit- 
te* hm also taken note of the sin snd 
oiagnitude of the vast unorganised sector 
hnd of the realities of social and economic 
life. Since that had been done it was all the 
more incumbent upon it to go into the issue 
of vocatlonalisation and the right to work 
in greater detail as well as concreteness. 

XI 

lb go on with a detailed analysis of the 
lest of the report may be advisable but it is 
not important. Issues like higher education, 
technical and management education, 
languages in education, content and process 
of education, teachers and students, decen- 
lidisation uid participative management 
and resources for education are gone into 
in the remaining chapters. Quite a few of 
(hem have some interesting and signiftcant 
Ihings to smr but what may be described as 
dw core of the report comes to an end with 
page 217. This point of view needs to be 
iWtiier explained. 

The chapter on higher education is one 
of the more brief chapters in the report. It 
advocates selectiveness in admissions, new 
management for universities, the importance 
of extension and research, curriculum 
development and so on. Autonomous col> 
leges are also supported. Most of these 
dtings are a rehash of what was contained 
in the 1986 policy or even earlier documents. 
But there ate a couple of things which need 
to be referred to either because reiteration 
by the committee is helpful or because cer¬ 
tain new initiatives are suggested. 

IWo of the new initiatives proposed are 
mtnicturing of the UGC with at least five 
hdl time members, apart from the chairman 
and the vice-chairman, with specialisation 
fat specific areas and iribunalisation of 
justice in centres of higher education as sug¬ 
gested by the Law Commission. In one im¬ 
portant respect, the committee differs with 
the 1986 policy. It is not in favour of a Na- 
dtmal Council of Higher Education for, in 
its opinion, it would be some kind of a fifth 
whed on the coach. On the other hand, the 
comndtiee has suggested a two-tier structure; 
a council of ministers which would include 
those holding portfolios like education, 
agricylture, health, law, science and 
technology and a council of secretaries deal¬ 
ing with these subjects together with the 
finance secretary and the secretary of plan¬ 
ning. The former body should be presided 
over iqr the prime minister with one of the 
mhusteis being a vk»chairman by roution. 
The committee has also reproached the Cen- 
tial government for ntriating its own guide¬ 
lines; a case in poim vns the establishment 
of Assam and Nagaland universities. 

lb enlarge upon any one of the other 
laoommen^tions is not going to either 
[break new ground or dirow much fresh light 
idb the issues that clamour fnr solution. In 


UNIVERSAL INDUSTRIAL LEASING 
COMPANY INDIA LIMITED 

Regd. Offlee; 'Nehni House', 4, Bahadur Shah Zafu Maig, 

New Delhi - 110 002. 

NOTICE 

It is hereby mMlfied for the information of the public that Unlvenai htdosirtal leas¬ 
ing Compjny India Umiicd prapoies to give to the Central Coverntnem in the Depart- 
mem of Company Affairs, New Delhi, a notice under sub-seahm (I) of Seaion 21 
of the Monopolies and Rmktlve ‘Oadc Practices Aa, 1909, for substantial expan¬ 
sion of their undertaking. Brief paniculais of the proposal are as under:- 


I. Name.and Address of the Owner of 
the undertaking 


2. Capital structure of the Owner 
oiganisation 


Universal Induurial Leasing 
Company India Limited, 

4. Bahadur Shah Zafor Marg, 
New Delhi - 110 002. 

Auihttrlscd 


1311% heference 

—Ra. 10 

Equity 

—Rs. 200 

issued and Subscribed 
Prefnence • Rs.KX) 
per share 

Rs. .008 

^uity 9 Es- 10 each 

Rs. 49.50 

Riid up; 

8 Preference Shares 

Rs. .008 

5000 Equity Shares 

9 Es. lOA 

Rs. .50 

490000 Equity Shares 
gy Rs. 2A per Share 
called up 

Rs. 9.80 


.A Location of the unit or division to 
he expanded 

4. in case the expansion relates to the 
production, storage, sun>ly, distri¬ 
bution, marketing or control of 
goods, indicate 

(i) Names of goods 

(ii) Licensed capacityAurnover 
before expanskm 

(iii) Expansion proposed 


5. In case the expansion relates to any 
service, state the extern of expansim 
in terms of usual measures such as 
value, turnover, income etc. ' 

6. Cost of the proiect 

7. Scheme of finance Indicating the 
amounts to be raised irom each 
source 


7, Council House Street, 
Calcutta - 700 001. 


Existing business of financing in¬ 
cluding leasing. 

The turmiver for the year ended 31»t 
March. 1990 was Rs. 43.75 lacs 
approx. 

Existing business by making further 
call on equity capital and issuing fur¬ 
ther equity shares effecting total ad¬ 
dition of Rs. 91.18 lacs approx, to 
the cxlstiiqi paid up share capital. 
N.A. 


Additions to existing business as in 
item No 4(1) above. 

The emirc amount of expansion !«. 
Rs. 91.18 lacs approx, will be made 

I) by making fiiirthcr call 

on Equity Shares Rs. 39.20,000 

II) by issuing further 
Equity Shares to 
Shaichoiders and 

Employees. Rs. 51,97,500 

Rs. 91.17,500 

Aliy penon interested in the matter mgy make a repreacntatlan In quadnipHcaie lo 
the Secictary,.Ocpaitineni of Cbtnpany Afodn, Govemmem of India, Shaiui Bhqwan, 
NcwlDeihi, within l4 days from the date of pubilcatloa of thia notice, intimating Ma 
viewt on the proposal and indicating the nature of his inleresi therein. 

for UNIVERSAL INDUSTRIAL LEASme 
COMMNY INDU LIMITED 

Place: Calcaiia 
Date: 18th June, 1991. 


L.R. PURI 
DIRECTOR 
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rfdw moil. iiiM fecontmet^^^ 
ihort of what it lequiied to be done 

Tke Mune thing oui be said in regard to 
technicai and nianagement education. Tb lay 
for instance that the IIT Review Conunit- 
tee Repoit tbould be impleinented it neither 
here nor there Siniiiariy to advocate mobiii* 
ty and cMchange of faculty between academic 
institutions, national laboratories and in¬ 
dustrial establishment does not break any 
new ground. A whole series of steps to en¬ 
sure cost effectiveness are suggested uid 
something similar is enumerated even in 
respect of entrepreneurship development. 

These suggestions are useful but do not 
add iquch to what is already known. 

One particular proposal however which is 
linked with measures to check brain drain 
needs to be underlined. The committee ad¬ 
vocates legislation to ensure that highly 
trained personnel put in three years of ser¬ 
vice in the country before they are allowed 
to go abroad, ^mething of this kind is 
happening in France. The recklessness with 
whi^ we manage to export talent is unbdw- 
vablc While some of the other measures 
suggested are along conventional lines, this 
suggestion together with reference to what 
is doiM in France needs to be noted. 

When it comes to the question of langu¬ 
ages in education, the three language for¬ 
mula is reiterated. The difTiculties of Urdu 
speaking people and the development of 
Urdu are dealt with in some detail. 
Something is said even in support of Sindhi 
and other inter-Siate languages. The need 
to develop Hindi as per Article 351 of the 
Constitution is underlined. Sanskrit too it 
not ignored and the decline of academic 
standards in this area u deplored. A new pro¬ 
posal has been made however and it relates 
to a fresh Linguistic Survey of India. The 
last one was conducted from 1898 to 1928. 
Since then things have changed a great deal 
and a fresh survey is called for. 

In another chapter, thoe are useful hinte 
about value education, educational tech¬ 
nology, computer education, environmental 
awareness, sports and phyncal education, ex¬ 
cessive emphasis on book learning and so 
on. An attempt to be comprehensive, so to 
speak! But what stands out is the sugges¬ 
tion that an Examination Reforms Commis¬ 
sion should be established. 

Whether it should be a commissioaor a 
somewhat lower level body can be a matter 
of opinion. Elsewheie in tlq; report the role 
and potential of a National listing Service 
has been reconsidered. It was suggested that 
it should be a development agency which is 
essentially engaged in research and renders 
certain spedfic services but it should not 
conduct tests in a centtalised way. That is 
one point of view and it is as defensible as 
the opposite point of view. But wlqr was it 
not possible to consider both proposals in 
an integrated form? In aiqr case, the issue 
of examiimtions is touched upon but not ex¬ 
plored in detail. In a senses it is fundamen¬ 
tal to a good deal of what is happening and 
should have been discussed much more 
thcHoiighly. Would not such a commission 


duplicate and, to someaittAt, undercut the 
role and functioning of the UGC7 This issue 
is not even raised. 

There is another lacklustre chapto' about 
teachers and students. One of the proposals 
relates to students’ councils with the vice- 
chancellor as preuSbit. Any who knows any 
thing about the wwking of the universities 
would not take long to recognise that the 
proposal is more unworkable than workable 
It is odd that with half a dozen vice- 
chancellors on the committee there was not 
that much pragmatism. Possibly the expla¬ 
nation lies in the fact that not many of them 
took a hand in the drafting of the report 
which was left essentially to the secretariat. 

This unavoidably brief survey of approxi¬ 
mately two fifths of the report serves to 
underscore the point that the core of what 
the committee did lay in the first 200 pages. 
Fbr the rest, certain formalities had to be 
complied with, and those were complied 
with. If in the process, certain things were 
reiterated or a few new insights were pro¬ 
jected it was as it had to be. 

Even in the chapters dealing with resour¬ 
ces and decentralisation and participative 
management, some of the things suggested 
in the earlier 200 pages are referred to again 
though some new important points are also 
made One is the view of the committee 
which is not in favour of creating an Indian 
Education Service as advocated by the 1986 
policy. Instead the committee advocates a 
cadre of educational advisers at the State 
level as in the Centre. 

The second important recommendation 
made by the committee is that fees should 
be raised in such a manner that the richest 
quartiie of the people bears 75 per cent of 
the cost of education, the next richest quar¬ 
tiie bears 50 per cent and the one after that 
25 per cent. The last of the economically 
weak quartiie (to be appropriately defined) 
need iu>t bear any part of the cost. While 
sound in principle the proposal is not 
elaborated in as much detail as rt should 
have been. Similarly in r^rd to loans and 
scholarships, something is said more ate less 
in passing but the proposal is not elaborated 
as it deserved to b& Ftehaps by then fatigue 
had set in and time was running out and so 
certain things were included but not dilated 
upon. 

In ai^ Case, the chapter which deals with 
the question of resources is one of the 
weaker ones in the report. This chapter 
should have been dtaft^ with greater care 
and with much more attention to detail. 
More than that, the linkage of education 
with the mode and process of planning 
should have been brought out. One of the 
weaknesses of all educational policy making 
bodies has been that they usually operate on 
their own and not in co-ordination with 
those engaged in planning. What it amounts 
to is more or less this; education ploughs a 
lonely furrow and, to that extent, remains 
isolated from the mainstream. 

It iwas for these reasons that it was stated 
earlier on that the really valuable part of the 
report consists of the ftrst 200 pages where 


issues rdating to equity and social justice are 
viewed in the background of the constitu¬ 
tional directive to provide compulsory 
schooling for children up to the age of lA 
If in the years to come, this report is 
remembered, it will be for having broken 
new ground as far as education at that level 
is concerned. 

XII 

Finally, two questions may be raised. One 
was in fact raisM quite early when it was af¬ 
firmed that without a new ethos of work and 
a radical restructuring of the delivery system, 
most of the things suggested in the report 
would remain unimplemcnted. This is m 
aspect of the problem into which the com¬ 
mittee has not chosen to ga It can be argued 
that h was beyond its terms of reference This 
is valid up to a point and need not be 
dismissed out of hand. But then this is 
precisely what leads to the other related 
question. 

Why is It that things recommended by the 
1986 policy were not acted upon? Was it lack 
of funds? Wu it the weakness of the delivery 
system? Was it lack of political will? Or was 
it some other explaiuuion? Each one of these 
factors was responsible for non-implemen¬ 
tation to some extent. If it was to be ensured 
that what was now being recommended 
should get implemented, it would have cer¬ 
tainly helped matters if some analysis of the 
causes of non-implementation had been 
undertaken. A proposal like a Natiomd 
Council of Higher Education may require 
legislative action. But a proposal like Opera¬ 
tion Blackboard which had some limited 
success could have been promoted with 
greater vigour only if more funds had been 
available Not to have dwelt upon there 
issues is a real weakness of the report. 

Members of a review committee stould be 
free to talk about these matters. In this 
report, there is evidence of a certain in- 
d^ndence of mind and boldness of asser¬ 
tion which is refreshing. In other words it 
was not for want of courage or assertion that 
the committee did not go into these issues. 
Presumably the committee did not feel too 
confident about what was likely to happoi 
to its recommendations and, therefore, it 
choose to conform to conventions rather 
than stick its neck out. 

What has happened since more or less 
confirms these apprehensions. Because of 
political instability, non-deasion- making is 
the order of the day. But why should every 
issue wait upon political clearance? A large 
number of then, van be decided at lower 
levels and are instances of decisions taken, 
or not taken, rather thim of policy initiatives. 
It is tune that at least those were taken. As 
of this moment, the union minister (in con¬ 
sultation with Suue education ministers) is 
to appoint a committee on behalf of the 
Central Advisory Board of Education and 
it is this committee which will go into this 
report further and decide what can or can¬ 
not be done. And so it goes on and on and 
on. 


im 
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BANQUE NATIONALI DE PARIS 

(INCORPORATED IN PRANCE WITH UMITBD LlARUmr) 

(INDIAN BRANCHES) 

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED SIST MARCH, 1991 
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Notes forming part of the Accounts for the year ended 31st March, 1991 


MGNIMC ANT AtCCKlNTINO POIM IBS 
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comrarta ia eonvmed m comracaed mea 
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til) InveM m e n ia in Unappiwcd ateariilca are vidoed at vuai 
Advancea 

10 PnivialonB for Bad A OnnblfM Dchis aiv made toaaed on periodk appraiaala by Managrmmi of the porffoUu whkh arr m the aailafiBctlon of the Aadllan A d rweea 
in the Balance Sheet air seated after drduetlona of novkiona 
<H) Prorlalona are node on a giaaa baak wkh ax reUer beinii acicNinicd 6 k only In the year <d wrNr off 


f beinii acicNMiicd 6 k only In the year wrNr off 


to Ha^ Aaactt have been valued m Coat lew deprccialun OcprciiKkMi k pnnidcil on the written down value met bo d adopting inconic tax caca 
tH) Fixed Aaica had been t rinaated in the hooka of the Indian Bianthc^ of ihi Bank a ai Iw January 1969 by adopting com In icapcct of pnakti and In coMC aa 
wHiim down vahie hi irapea of vrhlcka btfniturr and Bxiufca 

till) Pirmkra fochidr ahaea hi Housing Uui^ionlev of Ra 9 064 997/ tpirvious year Rv 9 064 997) on whkh no drpreckiioo baa been p w v kfcd 
Staff Bcncfl a 

The Bank ha iiraaed acpaiate Breognked Funds 6 k Bmakm and <*nuuhy Provkiona 6 k fornakNi/fviaitthy bmrflia to staff hare been inadr on an a ec ni sl barii a 
ccitiffed toy the Actuary 
laocoe Becugniiiuo 

Inirrcai Income m irtognked on an acrual hak 
l«encnU 

nie pvoflt In ibr PioAt and lorn Account k after acouming for hurr alk ptuvkiona 6ir tax provkkim fcK doubtful defata a also for the other ummI mmI 
ncvcaaary piuvialuna hut hrCmr tianafer to Ucarnra of the amouiH of 20% of profoa p reaerfoe d by BrsmT Bank of India 


Putkulan of letmintrutun Mi i Mrf Faccuilw Offlm ht IimIu 


Sakek* and DeamrM Altmvamc 
(hher AUowmtes 


foaury vMuc of iXlirr brnriks and prw|Mkitcs tint hiding kmurfiid acnnimiwlaniw lUMilcs and car cak uki c d 
a cniding Ml the hutiinr aa rain) 


910519*1 
•a P 
927704 06 
9940OD 
9760060 

125 106 *0 
917992 06 


5t 1^1190 

Ba. P 

26979109 
66i0iB 
49 llfli 

147299 20 


lO tcapan of tax manen in dkputc amounti ng to Ba 66 TOO 909/ upiu the acoumlng pear 1990 where ihr bankAax authorhka have pfvfcmd ^ 9**^ 

(doo km htOB nHalr hi i ripeci of tfteic inaiim pendjog the Ana) outcumr of ihear appm Howort the amuum of uoreuilticd piuAu mti Head Office rhovri 
arhhhfht ht bidlEkaaoar than adrrptate to cotcr the Bihitit y If any ihM may arkc hi ihk regard 
fowtoik yooTE ftgtHca have been regrouped whcvevcv nccciaEry 
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BANQUE NATIONALS DE 

(iNcoAPcmMrBD IN nuNCB wrra umnD liability) 

(INDIAN BRANCHES) 

Schedule of Particulars of Advance Required by the Banking Regulation 
Act 1949 (Act/PSX of1949) Attached lo and Forming Part of the Balance 

Sheet as at 31st March, 1991 


MOS 1990 
Ra f 



1 Dctii» cooridciBd RDWt HI iriperi ctf 
bMcIi iIk banking congian)’ is fnitf 

SKMBd 

2 Dcfau comkicm l good kn whkb ihr 
banking coMganf boMi nu ufber 
acLartty dSan tkr i fctmn a pmumd 
■ciurky 

^ Dtbis cDMidEiTd good iccafcd b> thr 
gcnoNal UaMIkin of one or onmc par 
tka in addUkm lo tbc prminal icairti) 
of ibc drinuni 

4 Debit comkicml dunbifai or bad mn 
provided fur 


«7 m m 17 


260 216 NIKI gl 


99 iOS 104 HH 


410)1990 PAVnCdiARS 
gA P 


19 146 496 44 


19 404 040 OU 


4 Debit dac by the dh tew ta or olHccw 
of the gankbig Lnatpan^r or any of 
ibm cNber ■l a ci alli or lokNly trkb 
any other penont 

6 Debit dar by the dumpanica or flmaiin 
wMcb the dbcctuct of *e hMking 


p ai ta tn or aw 
caac of prhwr 


incladMig ica ip M Wty a dvancea aiadc la 
any lanc dart^ the year to dbecaon or 
managm or ofllcen of the Ranking 
< rinipaay or wnf at them cRbcr 
•cverally or fu i ral y arNh any other 
pettook 

8 Munnam total ■mnina of advances 
kuhiding temponry ad vance* gr a n te d 
during the year to the co wpan i e* or 
fkiM in which the d H c y to n of the 
banking company ate la a c r cj icd a* 
(Umion partner* or manggiag agrta* 
or la the caie at pnvaw c o mp ani ct a* 


2 040 441 7411 9 Our friun baaktigi cumpanlc* 


25M6474R 


14400 404 41 


I42M97 


1046 092 094 44 


IXnAl Mlfg’bS 


946 7ir 469 H6 


Auditors* Report on the Indian Branches of Banque Nationalc de Paris 
under Section 30 of the Banking Regulation Act, 1949< 


99 have ntdNed the aiiachcd BaUiiLe Sheet of the Indian Bramhc* of Bintpic 
Naiiunalr de Phrl* m ai 41 Mnnb 1991 signed by as under leferentT k» ihn icpon 
and tbr letaatvr P wi ftt and Ini* ALtotnu of the Indian b rant he* of thr bank fiir ihr 
year ended tin that daw 

lo acctirdancewitb the piwiiknw of Section 29 of tbcRanfcmg begulatton Act 1949 
read wNb the pep* Mm* of MdHirctNins (I) |i) and (4) of Sccimni 211 and lub-irctitm 
(4) of Secikio 2Z^ of the < iimpanin Act 1946 the balance Miert and Pnifli and lot* 
ArciMM nqptlierarMb ibe note* ihemm are ntn irgnknl to be and arc nut drawn 
up ki accor da nce wbli S che d u le VI lo rbe I ompanie* Act 1946 The account s are 
Unw-knt drawn up ki cuafuemk) wfth the Fumu A and B «if the Third Schedulr it» 
thr Rankltgi Reguiailnn Att 1949 

H9 mpon that aubka to md icad wnh the fureguing icmarlu 

(I) R9 have u h t a ine d aH the InfumuiiiNi and ciqdanuiitMis whkh to thr hc*i tif uur 
knowkigie and belief wvcrnercaanry buthe puiptwes «if thr audk and have biund 
ibem to be laibfaciiir) 


(2) The tranaactkina which have coac to our nudev have been WonropMiiii wkMa 
the power of the tadiw R r anc he a of Banque W a iio na ie de Bwla, 
f4) In our uptoNun pmper book* of tLCuunt m tequbed by law have been bepi by 
the Bmk «u br aa appears fmm our enmlnniiini at th oee boaka. 

(4) Tlic itenr gtcmkincd Rataacr Sheet and Pralli and Inaa k w j a a w «f the badlmi 
B r anc b ci of the Bank deak wkb by thk ntpow are m agnemi nt wbb the bnain 
of atcutmi 

(4) In our opinion and to the beat of our inionnwkni and Bcetnding w the CBpiMm 
iknugtucwtuai ibeaccoumaiiigRlicr wiibibrnotralbcre<niEndwb|cci wnOR 
Kd) (d) tieaHng with Aacd aaact* and noar 4 WNb ccrobi uttan wnern wndar 
appeal gNe the tnfcnnnloB ieqaittd hy thr Compawict Act t946.indirmBNNar 
Ml nqmrrd for Bmdilng Ouapmdea and on auch haab give a true and Mr vtew 
in the caac of the RatMcc SlMci oftheMaarofallibtofihclMlIanReMclMaaf 
the Rank m at 41 Manrb I9n End in the caae of tkr Pnifb and baa Icconni, off 
the pnifk uf the Indian Branclm. fur the year e nd ed on tiM dne 


for S B BILUAfOUA ft GO 


27th June 1991 
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Growing Regional Inequalities in Gujarat 

Surendn J FMel 

There an two Gujarats Ofi« the developed industrial belt from Gandhinagar to Vapk and the other, tin poor, 
agricultural parts of the State consisting of Saurashtra, Kadah and the north-eastern, eastern and southern districts. 
The author sketches, with a broad brush, the outlines of the two unequal Gnjarats and reviews past efforts, 
conspicuously unsucces^ul, to deal with the problem of regional inequalities in the State. The note ends with 
a call for mon vigorous policies to reverse the trend towards worsening regiotui disparities. 


Jyan jyan vase ek ek Gu/arati 

iyait tyan sadakal Gujarat. 

—Khabardar 

POET Khabardar had sung of Gujarat's 
universality. His Gujaiat was one Gujarat, 
it accompanied a Gujarati wherevei he went 
the world over. This was the poet's love for 
Gujarat—one Gujarat. But re^ty is not that 
simple. There are at least three Gujarats, not 
one. One of them is inhabited by about one 
to three million Gujaratis living outside, in 
India and abroad. The other two Gujarats 
ate right here in Gujarat. One, the rich, pro¬ 
sperous, developed industrial belt from 
Gandhinagar to Vapi. The other Gujarat 
consists of Saurashtra, Kachch and the 
north-east, east and south districts. This 
Gujarat is relatively underdeveloped, poor, 
agricultural. It encircles the nch heartland 
of Gujarat. 

For this coincidence of geography and 
development, f have called the richer 
heartland, the Centre, and the poorer en¬ 
circling districts, the Periphery. Such 
extremes do not exist in Gujarat alone: Their 
existence is universal—in other States of 
India, in other countries and among groups 
of countries. The whole world is a divided 
world, an unequal world. Many names are 
used to describe this reality—the developed 
and tite developing countries; the North and 
the South; the Centre and the Periphery; the 
rich and the poor countries; the industrial 
and the agricultural regions. Whatever the 
name employed, the ipeaning is the same- 
in the world, in India, in Gujarat Gujarat 
too is thus a mini-mirroi of the unequal 
world. 

I will try here to see what the Gujarati 
minor shows. For this, we look first at the 
efforts made earlier to face this problem 
without any success .so far. Then I will sketch 
with a broad brush the outlines of the two 
unequal Gujarats. This will be followed by 
showing why it is important to give very high 
priority to overcoming this inequality. This 
paper ends with a call for more vigorous 
policies to reverse rapidly the trend towards 
increasing regional inequality. This effort 
has been inspired by the hope that through 
timely advance action Gujarat may avoid 
harsher conflicts in the future. 

1 

A Gluire at Piast Efforts 

The subject of regional inequalities is 
neither new nor a negleaed one. It has been 


with us since the dawn of history. Together 
with other types of inequalities, it has been 
much studied everywhere The wikt literature 
which has mushroomed on it need not detain 
us here But we must look at what was at¬ 
tempted in the past. By understanding the 
past, we may be better equipped to face the 
future At least four landmarks stand out for 
the past. 

Ihe first landmark was established in 
196S. The Planning Commission suggested 
to the State governments that they classify 
their backward regions into five categories; 
desert areas, drought-affected regions, hill 
and border areas,.tribal regions and densely 
populated areas with low income and 
employment levels. The last area was to be 
identified on the basis of IS indicators of 
development of the distn'ets concerned. The 
Gujarat government considered that a 
district was too large a unit. It therefore 
chose a taluka as the ba.sis, and applied to 
it II available indicators of development. 

A bare 10 years after Gujarat b^ame a 
separate State, a high-level Committee on 
Balanced Development of Gujarat was esta¬ 
blished in June 1970. Jaisuklal Hathi was 
its chairman. The report of the committee 
was submitted in 1971. It illustrated regional 
inequality in Gujarat with data lor various 
talukas of the State. It identified S6 taliikas 
as very backward. 

In December 1971, the Gujarat govern¬ 
ment decided to give additional financial 
assistance of Ks 7S lakh per year for minor 
irrigation and road works. The government 
thought that its resources were limited. The 
grant was therefore given to only 33 talukas; 
and It did not cover industries and elec¬ 
trification. Among these talukas was Lilia 
in Anireli district, Bhesan in Junagadh 
district and Kalavad in Jamnagar district. 

Thera were some changes in the basis of 
this grant and in the coverage of the area. 
A Review Committee was appointed in April 
1978. We know little of what the Review 
Committee found in regard to the success 
of the government effort of the preceding 
12 years. But regional inequality in Gujarat 
must have survived long after both the Hathi 
Committee and the Review Committee. The 
problem had not disappeared, it could have 
become even sharper. It attracted much at¬ 
tention when the Seventh Five->har Plan was 
being prepared. New elections were to take 
place soon. 

The Gujarat government therefore did 
exactly what governments always da A new 
Committee for Development of Backward 


Areas was established in December 1984 
with an eminent economist and a very senior 
former civil servant, 1 G Patel, as its 
chairman. 

There was a notable difference in the 
terms of the Hathi and the Patel Commit¬ 
tees. The Hathi Committee had a wider 
mandaie-’balanced development'; the Ritel 
Committee, in contrast, was to deal with a 
limited concern—backward areas'. This may 
be taken as a reflection of the Gujarat 
government's functioning. The 14 years 
which separated the Hathi Committee from 
the Patel Committee marked a retreat rather 
than an advance. 

The Patel Committee examined in detail 
data for 184 talukas of Gujarat searching for 
the backward talukas. The level of develop¬ 
ment ill each taluka was compared by using 
25 indicators. They covered agriculture, 
industry, infrastructure and social and 
economic welfare. Each taluka was then 
ranked accordtng to these 25 indicators. All 
these rankings were then combined to build 
one single rank indicator, showing where 
each taluka stood on the ladder of develop¬ 
ment. ill recent years, rank indicators have 
been used for combined elements which are 
inherently very different and should not 
therefore be combined without devising a 
system of weights for them. This is a serious 
methodological weakness of the Patel Com¬ 
mittee, but this IS not the place to take it up 
fot detailed discussion. 

I think the report of this committee, sub¬ 
mitted in two volumes in August 1984, is a 
sophisticated attempt to identify backward 
talukas. But the committee itself was afraid 
not without reason, that its report might ap¬ 
pear “lather long on analysis and short on 
recommendat ions”. 

The committee classified the 184 talukas 
ol Gujarat into four groups: (I) most 
backward; (2) backward; (3) relatively 
developed; and (4) relatively more developed. 
It identified 56 talukas as the most backward 
m the State. It had warned against the earlier 
measures of allocating Rs 1 or 2 lakh per 
taluka as a special grant. Such a modest 
amount, it concluded, does not serve any 
real purpose (paras 4.4 and 4.5). instead, it 
recommended “strategic intervention on a 
long scale” (para 4.21). 

The government took the gentle recom¬ 
mendations of the Patel Committee in its 
stride. The pressing need for taking bdd ac¬ 
tion urgently was now gone: The elections 
were over. The government had other objec¬ 
tives. So it did what governments in India 
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uodBr dnitir dtiw^^ 
dm tiHh the pM ptum of the uidcM puT'- 
luit of ridiculously snail grmu and hope 
that the proUem will disappear une day. 

It followed up with three iclativeiy easy 
steps. This was a bit more generous gesture 
than that of the Hathi Committee 

The number of taiukas considered 
backward, 56 in 1970, remained the same in 
1984. Why this stability of number is a 
mystery we cannot explore here But the level 
of the grant was raised from ‘R$ 2 lakh’ to 
‘Rs 2 to 3 lakh’! Never mind, prices too had 
gone up three times in these 14 years. The 
real value of the grant in 1985 was thus less 
than one-half of the 1970 level. That in itself 
is a good indicator of how much the govern¬ 
ment was concerned about backwardness! 

Now the Patel Committee had finished its 
work. Indira Gandhi was assassinated. Rajiv 
Gandhi became prime minister with an over¬ 
whelming majority in parliament. Amarsinh 
chaudhury, himself an Adivasi, took over as 
the new Gujarat chief ministei. But there was 
little change in the traditional three-track 
approach of the Gujarat government. Its 
mild actions along this track were: 

(1) Ufficials m charge oi different sectors 
were advised to pay special attention to the 
needs ot these 56 really backward taiukas. 
Only g(xl and the government know how this 
advice was carried out 

(2) Each of the 56 taiukas was granted funds 
ol Rs 2 lo 3 lakh as additional financial 


I Aim I: Disikiim iionoi Poimh mion bs 
DISTKK rs IN (jllJAKAI. 1981 



Number* 

Share 


(III 

(in Per 


1 housand) 

Cent) 

1 I’mir l5Ti|»h«'r) 

1K,770 

55 1 

Sauiashlia 

‘7.570 

281 

1 Jaiiindgai 

1,190 

4 1 

2 Raikol 

2,090 

61 

3 Siirrndranagai 

1,030 

10 

4 Bhavnagar 

1.880 

5 5 

5 Amrali 

1,080 

3.2 

6 Junagadh 

2.100 

62 

Ihc noiili casi 

9.210 

27.0 

7 Kachch 

1.050 

3.1 

8 Banaskantha 

1,670 

49 

9 Sabaikaniha 

1,500 

4.4 

10 Mehsana 

2,550 

7.5 

II Panchmahals 

2,320 

6.8 

12 Dangs 

IIS 

0.1 

II Rich ilrartlami 

15,100 

44.9 

13 Gandhinagar 

290 

0.8 

14 Ahmedabad 

3.880 

11.4 

. IS Kheda 

3,010 

8.8 

16 Vadodara 

2,560 

7.5 

■ 17 Bharuch 

1,300 

3.8 

18 Surat 

2,490 

7.3 

19 Valsad 

1,770 

5.7 

ill Gujanl: total 

34.090 

100.00 


Note: * Rounded to the nearest 10 for 4 digit, 
and 3 for 3 digit figures. Because of 
rounding figures may not add to the 
totals. 

Source: Government of Gujarat, Sutistical 
Abstract of Cuiarat State: 1985 and 
1986, Gandhinagar, 1987. 


tuKlef dwnilitdM^ RtauinBi 
The turn wai tots *iB«n fm- too big a job. 
Thu may be ilhutniod by two simple 
comparisons: 

(a) The population of a taluka in Oujaiat 
rang^ between one to two lakh. A grant of 
Rs 2 to 3 lakh to a taluka, therefore, simply 
meant an average handout of 1 to I.S rupees 
per person—not much higher than what a 
medium-income family would offer on one 
single temple visit. 

(b) Another comparison may be tried. The 
maximum sum which could have been paid 
under this scheme would be Rs 168 lakh (56 
taiukas x 3 lakh rupees)—a silly little token 
sum which was 0.017 per cent, or no more 
than one-five thousandth, of the total gross 
state product (GSP) of Rs 10,379 crore in 
1985-86! Was there anyone in State govern¬ 
ment who believed that this tokenism would 
in any way help the backward taiukas? The 
absu^ity of the action was enormous. 
But then politics is too often a play of 
perversities! 

(3) There was also a continuation of the 
reduction from 25 per cent to 10 per cent 
in the amount of counterpart funds which 
each taluka was generally required to raise 
in order to benefit from various official 
incentive schemes for development. Nobody 
knows what this complex measure achieved. 

Having done this the State machinery 
must have felt satisfied with itself. All that 
was necessary to be done was done. That 
Amarsinh Chaudhury was the chief minister 
made no difference. The Gujarat govern¬ 
ment had its own motion. Nothing more was 
theieaftcr asked about how the 56 taiukas 
utilised the grants and what ‘benefits’ they 
got from the grant. Nor was there any fur¬ 
ther review of what actually happened. Did 
any of the backward taiukas take off? Did 
the economic and social distance between 
them and the rest of Gujarat actually 
increase rather than narrow? There was a 
deatening official silence. It must have been 
hoped that it would not be shattered by 
awkward questions. 

The Patel Committee must have outdone 
itself. There were no more committees 
thereafter. The third and the fourth land¬ 
marks were therefore studies by academi¬ 
cians. They provide additional data on the 
subject. The Centre for Monitoring Indian 
Economy (CMIE) published in July 1985 a 
two volume study Profile of Districts con¬ 
taining comparative data on nearly all the 
districts of India. It made it possible thereby 
to prepare a very rough proxy indicator for 
the level of gross district output (GDP) for 
412 districts of India. It evolved for this 
purpose a composite index based on nine in¬ 
dicators and their relative weights. Those 
weights were meant to reflect the structure 
of the main components of the possible 
gross product of the districts. The results of 
this CMIE exercise were published under the 
title District Level Data for Key Economic 
Indicators (Bombay, November 1987). 

The last landmark was the study incor¬ 
porating the papers pre^ted at a special 
seminar organised in 1988 by the Bhavnagar 


Oiiivenity on 711^ fleoMMiM' 
Piolfimsmul P ro ^ yeels(Mbam»wu, 199 ( 9 . 

1 had been invited in 1988 to write tte Note 
which outlined the basic issues to be faced, 
and which was sent to all participants in the 
seminar to serve as a basis for discussion. 
The papers for the seminar were published 
by an Editorial Committee chaired by D T 
Lakdawala. This publication was followed 
by a pamphlet in Gujarati, Saurashtm ’Buon- 
valianpmi (1990) which stressed the intense 
water crisis in Saurashtia. It gave expression 
to Saurashtra’s suffering by twisting the af¬ 
fectionate words Meghani had used as a ti¬ 
tle for his Sorath Tbranvehtanpani. 

1 wonder why these studies have not 
exercised serious influence on developrnem 
processes in the State. It may reflect the 
indifference of politicians (with the outstan¬ 
ding exception of Saruit Mehta) to such 
ideas, except at election time when they 
could be used to get votes. The passive at¬ 
titude of the people in the backward taiukas 
must have also contributed. 

This is probably loo long a review of the 
past studies on the subject. But I think they 
merit a recall, lest we forget past history. Bast 
studies need to be rescued from decay on 
library shelves. And future studies on the 
subject and formulation of more compre¬ 
hensive policies will have to be built upon 
the foundations they have laid. 

II 

Two Gujarats: Rich and Poor 

As 1 mentioned earlier, there are indeed 
two Gujarats in Gujarat, not one. One of 
them is the heartland of Gujarat, ft is a 
long narrow strip sticiching from Gandhi¬ 
nagar up to the border of Gujarat with 
Maharashtra. Two arteries of rail and road 
serve parts of its seven districts (Gandhi¬ 
nagar, Ahmedabad. Kheda, Vadodara. 
Bharuch, Surat and Valsad). Running to 
Bombay nearly parallel to each other 
through Gujarat, they link the population 
of this heartland of Gujarat to Bombay. The 
total population of these seven districts was 
153 lakh in 1981, or about 45 per cent of 
Gujarat’s total (see Table 1). 

This is the prosperous, the well-to-do, the 
advanced, the developed, the industrial, the 
rich part of Gujarat. But it should not be 
imagined that all the 153 lakh people who 
inhabit these seven districts arc equally rich. 
Indeed, there are many taiukas m these seven 
districts which are relatively very poor, very 
underdeveloped, most backward. The Patel 
Committee had identified 17 out of a total 
of 44 taiukas of Vadodara, Bharuch, Sural 
and Valsad as most backwaid. The popula¬ 
tion of these poor 17 taiukas was 21 lakh. 
These people should be excluded from the 
total population ot the rich, well-to-do 
heartland of Gujarat. When this is done, the 
heartland’s population will be reduced by at 
least 21 lakh, bringing it down to 132 lakh, 
or some 39 per cent population of the whole 
of Gujarat. In addition lo the pt^ulation of 
these 17 most backward taiukas, we should, 
to be precise, also exclude that of other 
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rittlos in these districts which wete 
latsified by the Patel Committee as 
wckward. When this is done, the popula- 
ion inhabiting the long nanow strip of rich 
jujanu riiouid be some 100 lakh, or about 
iO per cent of the total. 

It should be recognised at the outset that 
I study of regional disparities concons itself 
nth relative prosperity and poverty of 
leogfaphically identifiable regioas and not 
leopie in general. After all, if we are to take 
nto account the vast numbers of the poor 
leople in the major cities in the heartland 
for instance, Ahmedabad, Kheda, Vadodara, 
iharuch, Surat. Valsad and several others) 
ve will have to reduce the population of the 
leartland further by several lakh to make it 
nerit the title of ‘rich, prosperous’. This is 
he inherent limitation of ail geographically 
ipace-bound area or regional studies. To be 
air, we would also have to substract the 
ropulation in the relatively more developed 
ahikas of what I have termed the poor 
Periphery. There is at the present state of the 
tudy no simple solution to this difficulty, 
rhat is why I wanted to give a warning right 
It the beginning. Everything that is written 
lelow is to be read subject to tius limitation. 

I should also add another qualification, 
would agree with the use of a taluka rather 
han a district by both the Haihi and the 
^el Committees to identify backwardness 
n a region. But I do have, however, several 
nisgivings about their use of talukas for 
levelopmeni purposes. The nerve centre of 
idministrative decision-making, planning, 
mplementation and monitoring in India, 
uid also in Gujarat, remains a district. For 
his reason alone the problems of most 
nckward talukas of a district should be 
ilaced within the overall framework of a 
liven district. Only then an integrated plan¬ 
ted approach on a comprehensive basis 
ould be derived and implemented. .Such an 
ntegrated approach would then make it 
lossible to reject the smug satisfaction with 
vhich succeeding governments in Gandhi- 
ugar have for quarter of a century con 
jrieied handouts of paltry sums as a solu- 
ion to regional inequalities. 

Before the methodological quantificatioas 
tecome too boring, I must quickly turn to 
he second Gujarat, the poor Periphery. We 
n^ tlien avoid the all too common scathing 
emark that methodology is the last resort 
>f the scoundrel. The poor Periphery tells 
IS a very different story. It is poor, under- 
iewdoped, weak, agricultural, non-industrial 
ind even less educated. 

I have called this part the Poor Peripheiy 
»f Gujarat for a very good reason. It strei- 
dtes from the six districts (Bhavnagar, 
funagadh, Amreli, Rajkot, Jamnagar and 
iurendranagai) of .Saurashlra in the south- 
vest and west of Gujarat to the district of 
Cachch in the north-west, and ends with the 
ong arch of .six districts (Mehsana, 
igbarkantha, Bansakantha, Panchmahals 
Uid Dangs) in the north cast and south of 
jujarat. These 13 districts almost coni- 
iletely encircle the Rich Heartland I have 
lescribed earlier. The encirclement is com- 


Ideie if we add to it the nmat baekmid 17 
tahikas of south-east Gujaiat, the Bay of 
Cambay. The population of these six 
districts is about 190 lakh or some 55 per 
cent of Gujarat. With the additUM of the 
most badrward and backward talukas, h will 
be about 240 lakh, or some 70 per cent of 
Gujarat's totftl population. This Periphery 
thus contains a mud larger part of Oujaiat^ 
population—not a very 'hi^py situation if 
the Heartland were ever to face severe op¬ 
position from the endicling Periphery. 

1 hava tried to summarise sotiw basic in¬ 
formation on the two Gujarats in 'foble 2. 
Before we begin to examine tins infonnatkm, 
I should warn about its weaknesses. At least 
four such weaknesses should be pointed out 
here. 

First, these data are limited to districts 
which usually contain, as both the Hathi and 
Patel Committees have underlined, many 
talukas which are really very backward as 
well as those which are relatively developed. 
Second, the data are relativdy, if not 
altogether, ancient in some cases—for «am- 
ple, those dealing the crude estimates of total 
and sectoral output. 

Third, the data outUrw Gujarat’s image at 
a point of time, a photographic snapshot. 
They do not present, as with a movie 
camera, the .scene changing over a period of 
time. We are therefore unable to see the 
changes which have taken place over time. 


These chaages, so crilkai |o gsaeiMiiB 
devdopment. me simply absent in dds as 
well as the pictuics giuen by the Hathi and 
the Patd Committees. But thQr ara central 
to any perspective of devdopment. 

Fourth, the indicators ate far from com¬ 
prehensive: They ate too spotty. Theie ate 
too many gaps. Some, of them are very 
substiuitial in tuituic. They rlo not tdl us 
anything about the total district product; its 
structural distritwtion; the volume of 
doritestic savings and investment; net rinan- 
cid transfers from all sources—the Centre: 
the State and private; and investments in all 
projects by sector. Tltese key pafameters ate 
missing here as also in the work of the earlier 
committees. 

With such deficiencies in rlata. oiw should 
hesitate a lot before constructing an overall 
image. I thought of giving up the attempt 
several times. But I have persisted, despite 
all misgivings, mainly brause the earlier 
Hathi and Paid Committees too: with all the 
resources at their command, set an exam¬ 
ple of persistence: 1 have underlined these 
weaknesses mainly with the hope that it 
would put pressure on the State statistical 
and economic offices to fill up such ritajor 
gaps, lb put such pressure on them was 
indeed one of my objectives, because 1 do 
consider that the ava^ble data can be im- 
aginativdy used to nil in these critical gaps 
in information. 


Table 2: Regional Inequalities in Gujarat 


Item 

Unit 

Peri¬ 

phery 

Heart¬ 

land 

Gujarat 

Total 

rtri- Heart- 

phery land 

(Percentage Share) 

lAnipheryjf 

Heart¬ 

land 

Ratib* 

General 

(1) Population (1981) mill 

18.8 

15.3 

34.1 

55 

45 

1.25 

Outpui. 1979-81 
(2) Per capita 

Rs 

S80 

1260 

890 



0.45 

(3) Total 

Rs crore 

1110 

1930 

3040 

36 

64 

O.SS 

(4) Primary 

** 

760 

400 

1160 

65 

35 

1.85 

(5) .Secondary 

at 

ISO 

630 

750 

18 

32 

030 

(6) Tertiary 

vs 

200 

900 

1100 

18 

82 

030 

il Agrimllute, etc. 
(7) Forests 

190-M 

mill ha 

1.4 

0.5 

1.9 

73 

27 

2.70 

(8) (irovs sown area ” 

8.1 

3.1 

ll.l 

73 

27 

2.70 

(9) Area irrigated 

*s 

1.8 

0.8 

2.6 

69 

31 

2.20 

(10) Foodgrain 
output 

mill tons 

3.9 

1.8 

5.7 

68 

32 

2.10 

HI InduHlry, 19SS 
(11) Factories 

’000 

4.66 

10.17 

14.83 

31 

69 

0.45 

(12) Factory crop 


193.3 

472.3 

663.6 

29 

71 

0.40 

(13) l-.mploymeni 
pci Uuiois 

No 

41 

46 

43 



0.90 

i\ Kduealiun, 1961 
(14) Literates 
students 

mill 

7.3 

7.6 

15 9 

49 

SI 

0.95 

(IS) Primary 

at 

3.1 

2.6 

5.8 

54 

46 

1.10 

(16) Secondary 

aa 

0.61 

0.67 

1.28 

48 

52 

0.90 

(17) Higher 

aa 

87 

170 

257 

34 

66 

0.50 


Note: * Rounded to the nearest 0 or S. 

Source: Government of Guiarat, Gandhinagar, Statistical Abstraci of Cttjarat State: I98S and 
tWb; outpui (in 1970 prices) taken from Sanatbhai Mehta, “Challenge of Balanced 
Devdopment of Gujarat”, paper presented at Bhavnagar University seminar on ‘Economy 
of Saurashtra; Problems and Prospects’, Bhavnagar, 1990, pp 15-17; the per capita figures 
for the Periphery are my weighted average 
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fdMnrawiit does or not 
tlw Smb Koetailat in Oudhinagar should 
soon set in motion efforts to fill in these 
gaps. Those gaps are not that difYknilt to fill 
in. Only thereafter will all the exercises on 
district planning and owrcoming regional 
backwardness begin to assume meaningful 
character. 

In view of the weaknesses of the data, I 
am not gmng to pretend to be scholarly. Nor 
am I suggesting that the image is complete 
in details. But I do bdieve that even an im¬ 
pressionistic image needs to be presented, no 
matter how sketdqr the outline^ if the ofTicial 
arthritis of the last 2S years is to be over¬ 
come. The succeeding governments in 
Gujarat have made too loud noises for too 
little action on this subject. 

Even a cursory glance at Bible 2 shows 
that the per capita output in the Heartland 
of Gujarat was almost twice as large as in 
the periphery (lines 2, 3, 4, 5 and 6). The 
difference was smaller for Saurashtra, but 
much larger. 3 to 4 times for Kachdr and the 
(Mher six districts in the north, north-east 
and the south of Gujarat. These figures are 
over 10 years old. The position now must be 
much sharper, since during this period the 
Periphery suffered a prolonged and severe 
drought and the industrial output in the 
Heartland nearly doubled. 

Agriculture is the domirunt activity in the 
Periphery. The poorer Penphery of Gujarat 
has 73 per cent of Gujarat’s forest and gross 
sown area. It also reports a much larger 
irrigated area. This is understandable, since 
10 of these 12 districts suffer from rather low 
and uncertain rainfall. They are not blessed 
by the bountiful waters of Gujarat’s peren¬ 
nial rivers which irrigate most of the 
Heartland. They had therefore to resort to 
an intensive exploitation of ground-water. 

Much of this rich treasure of ground¬ 
water, accumulated over millennia of history, 
has now been exhausted by the most exten¬ 
sive use of diesel and electric pumps. The 
ground-water resources arc now mostly used 
up. Water levels in wells, particularly in most 
of Saurashtra, have gone down from 30 to 
SO feet to over ISO feet. In consequence, 
when the rainfall is exceptionally low, these 
districts suffer very serious hardships, as was 
the case between 1983 and 1988. If these 
districts were not part of Gujarat, from 
where help came in the form of food, cat- 
tlefeed and water, they would have been 
declared famine or near-famtne areas, as was 
the case with the Sahel countries around the 
periphery of the Sahara desert. 

Using very old (1979-81 base) output 
cMlmates, we find that the Periphery did pro¬ 
duce nearly 63 per cent of the primary out¬ 
put (including forestry, fishing and mining) 
of Gujarat, its fo^grain output was 
Mibltantial, almost two-thirds of Um total of 
Gitiarat. 

These figures have led many observers to 
ctmclude that the Periphery of Gujarat is 
quite wdl developed. They have looked at 
its agricuhuR and its conunercialisation and 
diversification and they have at once rushed 
to the conclusion that this mostly arid and 
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semi-arid peri|diery is indeed a very pro¬ 
sperous agricultural region of Gujarati 

Such a conclusion is, however, as mis¬ 
leading as that of several observen of the 
Third Wmid or the South, who have used 
the larger share of agriculture in the Third 
World’s total output as an evidence of its 
agricultural advance. In reality, all the poor 
countries of the world, and all its poor 
regions, alwi^ have a r^tively much larger 
share of agriculture in their total output. 
There is nothing extraordinary in this. It 
does not imply that these regions are 
i^ricuiturally developed. It only means that 
other sectors of the economy of these coun¬ 
tries and regions, for oiample, the industrial 
and industry-related modem services, are not 
very much developed there. In consequence, 
agriculture looms very large in the overall 
image of these generally underdeveloped 
regions. This is how h has always been so. 

In fact, the picture in Gujarat is not much 
different from that between the developed 
and developing countries, or the North and 
the South the world over. Gujarat also has 
its own developing regions, which are 
actually spread as a Periphery around the 
Heartland of the State. 

This can be seen more dearly when the 
data on the industrial and the services sec¬ 
tors are examined. The Heartland of Gujarat 
has 69 per cent of all factories, 71 per cent 
of all factory workers and as high as 82 per 
cent of the output of both the secondary and 
the tertiary sectors. I should add here that 
the output figures relate to the period 
1979-81. Similar data are not available for 
the subsequent decade. In view of the rapid 
expansion of industries and services in the 
Heartland and the shrinkage of agriculture 
in the IVriphery thereafter one can gerrerally 
conclude that this share must have increased. 
In consequence, the Heartland may now be 
accounting for anywhere up to 83 to 90 per 
cent of the total industrial output oi Gujarat 
or virtually the same share which the 
developed countries have in world industrial 
output. 

We do not really have good estimates for 
the services sector, but we may use data on 
education as a proxy indicator for it. Educa¬ 
tion, as we all know, is at the same time both 
an end and a means of development. To put 
it in other words; it is at the .same time a 
consumption good because it satisfies a 
basic common human desire to be more 
enlightened. And as human capital, it is also 
a strategic means, or an instrument of 
investment for accelerating development. 

We see that the difference between the 
Heartland and the Periphery of Gujarat is 
not very serious for enrolment in primary 
education. The Periphery is a bit behind the 
Heartland in secondary education. But a 
much sharper difference is to be noticed 
in enrolment in highet education. The 
Heartland with a much smaller population 
of Gujarat accounts for as high as two-thirds 
of the total enrolment in higher education 
in the whole of Gujarat Moreover, the dif¬ 
ference may be even greater if we are able 
to take into account the concentration of 
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institutions of mme advanced education in 
the Heartland, which ate in general aisc 
qualitativriy superior. Thus, the more pro- 
spnous part of Gujarat has not ooly i 
disproportionatdy much larger shrue oi 
enrolment in higher education, it has rdK 
a higher level of quality of education im¬ 
parted to its students. Here is probably thi 
key element which wilt continue to incteaM 
the economic and social gap between thr 
Heartland and the Periphery of Gujarat Bu 
an important qualific^ion is in order here 
It is vvell known that many of the studentt 
from the Peripheral districts enrol in thr 
more advanced institutions of higher lear¬ 
ning generally located in the larger cities it 
the Heartland. The percentage shares showi 
in Ihble 2 thereby somewhat exaggerate thr 
actual difference. 

Ill 

New Setting for Socinl Conflieta 

Some may find it difficult to appreciatr 
why so much fuss is being made about 
r^onal inequality. There ate several reason! 
why such inequality has begun to assume ir 
the recent period increasing importance foi 
public policy. The first reason is the very 
existence of such inequality. People may not 
take very seriously the Declaration of >hi 
Rights of Man (1789) issued during thr 
French Revolution. Nor may they be awat( 
of the marginally earlier Declaration ol 
American Independence which began witl 
the ringing words that all men are created 
equal. Most people do see inequab'tka ii 
everyday life and may be prepared to lolentr 
them, unless these inequalities present 
themselves in rather a sharp, concentratetl 
and an unreasonable form. Regional 
inequality is beginning to assume such a 
form. 

Second, such inequality may be toletated 
if people remained ignorant of its existence 
In the age of instant communication, people 
in poorer regions learn very rapidly of other 
regions being better off. They begin tc 
suspect that they are being discriminated 
against. Such suspicions assume con¬ 
siderable importance in 4 formally demo¬ 
cratic set-up. There the politicians have tc 
face the people now and then to be elected. 
This is the time when promises are made tc 
eliminate gross inequalities. Weak memoria 
of people may protect for a while politietd 
leaders forgetting these promises. But the) 
should not be counted upon to serve as s 
permanent shield. 

The third factor has increasingly anum- 
ed greater importance the world over. Iti 
earlier periods, conflicts among people cen¬ 
tred on the family, the clan and the tribe. 
1'hesr conflicts are now less dominant than 
before. Since early 19th century, they haw 
been submerged into two other types of con¬ 
flicts which have dominated the world state 
They are conflicts among nation states and 
class conflicts. 

The conflicts among nation states sprani 
either in the form of wars by imperial powert 
to conquer colonies, or wars among the ci4- 

m 
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(wMpoiifWlhwwetvHtoitttiBorto 
ookM^ poMeMkMH, tt was the case with 
Ae fint and the second wwld wan. There 
was also another side to this conflict; col¬ 
onial rebellions aiainst imperial powen for 
national independence. National indepen¬ 
dence mowments in Europe of Ae 18th and 
the 19th century; and in the developing coun¬ 
tries during the post-second World Whr 
period furnish examples of such conflicts. 

The second form of conflict made its ap¬ 
pearance after the industrial revolutimi. A 
new dass came into existence, the working 
dass. This was followed by the establishment 
of trade unions, strong advocacy by Karl 
Marx and other socialists of workm’ rights, 
and establishment of socialist parties of 
wtfknis shades. Conflicts within nations 
thereafter increasingly assumed the form of 
class conflicts for sharing in the gains of 
economic, social and political devdopment. 

In the re^t period, both these forms of 
conflicts have lost much of thdr earlier 
momentum. Nearly all the former colonies 
have now libemted themselves. Some 160 
countries have been recognised as member 
states of the United Nations. Thdr national 
ftontiers are now by and large considered in¬ 
violable Exceptiohs do occur. The recent 
oample of the Gulf conflict demonstrates 
that a violation of clearly recognised fron¬ 
tiers is not easily tolerated. Wc still have con¬ 
flicts among nation states, but they have 
receded from the world stage 

In a similar fashion, class conflict too has 
lost much of the earlier sharpness of its edge 
In developed Western economies, living con¬ 
ditions have generally improved con¬ 
siderably. The struggle for sharing the gains 
of rlevdopment has become institutionalised 
Class conflict has thereby declined in impor¬ 
tance The recent eclipse of socialtsm in 
Eastern Europe has added to the accelera¬ 
tion of this decline 

One would have liked to believe that the 
dedine of the classical conflicts (national 
and class) has now brought humanity to a 
conflictlcss, peaceful Buddhist Nirvana. 
Alas! That still seems to be far away. Other 
conflicts have begun to replace the national 
and the class conflicts. Smral varieties of 
such conflicts have become important: for 
example regional, ethnie religious, com- 
mimal and caste conflict.s. These new forms 
of conflicts by and large though not 
exclusively, feed upon economie social, 
political and other types of inequalities. The 
reasoiis often get inter-mingled, so much so 
that'it is never very easy to identify which 
particular factor among those listed above 
was the decisive cause. 

It is beytmd the scope of this essay to sug¬ 
gest which kind of conflicts would arise out 
of the growing regional inequalities in 
Gujarat. I do not have that crystal-bail. But 
it does not require much wisdom to suggest 
that if the regional inequalities were to con¬ 
tinue growing, as they seem to have done in 
the past decades, they will become the 
breediiig ground for serious social and 
political instability in Gujarat in the years 


luoome. 

The main purpose of this essay is to draw 
attention to these poMilrilitiet to that wiser 
counsel^ may pievtui over riiortsighted 
tdflsimess. particularty among political 
leaders. Dynamic statesmanship could then 
take lemec^ action in advance; which could 
help avert future disaster. An integrated set 
of policies might then be devised to foster 
vigorously a more balanced development of 
most of the State. Gujarat could then over¬ 
come the dominant sense of smug satisfac¬ 
tion which prevails in the upper levels of 
poKrical leadership. In consequence, an 
integrated allocation of investment and a 
transfer of resources may be made in an 
orderly and an integrated fashion so as to 
assist the less advanced without punishing 
the more advanced. 

IV 

A Few Areas for Immediate Action 

It should not be imaginea that regional 
inequalities would be rapidly overcome in 
the near future. Nor should we at the same 
time pretend that they will soon disappear, 
relieving us of this worry, through the casual 
handout of two or three lakhs of rupees to 
this or that taluka. The experience of the 
past 30 years of indifferent action by the 
State government clearly warns us against 
entertaining any such delusion. We should, 
therefore, initiate as soon as possible some 
action which would prepare us better to 
grapple with this formidable problem in the 
years to come. The suggestions made below, 
rather modest, aim at this objective. 

(1) Avoid using the word 'backward’. We 
should define the problem in terms of the 
title of the Hathi Committee (1970), and not 
the Eatel Committee (I9M). Itelanced 
development is a more sensible overall 
objective. 

One can indeed argue that without an ac¬ 
celerated development of the less developed 
parts of Gujarat, the advance of Gujarat as 
a whole is likely to be compromised. As 
Lincoln wisely suggested a long time ago: 
a house divided cannot long endure in peace 
This does not mean that policies will not 
have to be directed towards specific target 
areas—-the most ‘backward’ or the leasi 
developed talukas. 

By spelling out the implications of the 
objective of a balanced development of 
Gujarat, it should be possible to situate the 
specific needs of the least developed talukas 
into an overall framework. We would then 
avoid the ad hoc, u/ico-oidinated ‘handout’ 
policies which have characterised the past 
without any noticeable impact. One might 
even suggest that regional inequalities have 
become sharper despite these handouts. And 
may be even because of them, since they 
prevented the search for more efficient 
approaches. 

(2) Once such a general framework is 
adopted, we can initiate a new inquiry aimed 

at: 

(i) Identifying the nature and sire of 


regional imbalimoes and how they have 
grown over the last 30 years. Most data 
for that aim do exist now. 

(ii) Assessing the reasons why past policies 
have failed in arresting the growth in 
such inequalities. 

(in) Establishing senuble long-term objec¬ 
tives regarding which disparity may be 
overcome through pdicy for which area. 
New policies could then be devised 
which would be more objective and area 
specific. 

(3) Policies for integrated development of 
Gujarat as a whole could then be formulated 
to balance investment and development 
expenditure flows in a given region with the 
needs of accelerating its progress. Attention 
could be focused on Gujarat as a whole- 
all of its four colour bands which will 
demarcrate, as in a rainbow, in more specific 
colours its more developed and developed 
from the backward and the most backward 
areas. 

(4) The approach outlined in (2) and 
(3) above need not wait for government deci¬ 
sion. Political instability may make that dif¬ 
ficult at present. The task can be undertaken 
by a research institute; possibly with suppor¬ 
tive government co-operation. Indeed, there 
is considerable advantage in an autonomou' 
research team handling this critical problem. 
This could ensure an independent and 
objective treatment of the subject. 

(5) Since 1984, a significant change in 
Gujarat has taken place as a result of the 
poor rains in mid-eighties. This underlines 
the importance of a new initiative on the 
subject. The images of the Hathi Commitie 
(1970) and the I^tel Committee (1984) must 
have greatly altered since then. 

(6) A unit should be established within the 
State secretariat which will, on a continu¬ 
ing basis, develop and collect data, assess the 
impact of policies, persuade and monitor the 
comparative progress achieved by various 
regions of Gujarat. It should study trends 
in output, investment and development 
rnipenditure financed by the Centre, the Sute 
and private persons. It should take stiKk of 
differences not only in income but also in 
productive assets and economic power. 

(7) The unit, or a research team, should 
also study the possible impact of any large 
project (for instance, oil and gas develop¬ 
ment, Narmada projat, etc) on regional im¬ 
balances. Regional inequality is a strategic 
element in social environment, and should 
be taken into consideration as such in any 
new project proposal. 

(8) The efforts outlined above could, if 
pursued, supply the necessary informed 
basis on which district planning could pro¬ 
ceed Without such a basis, district planning 
would be like the blind leading the deaf, the 
dumb and the lame. 

District planning would then be rescued 
from its current pale bureaucracy-dominated 
image. A way could then be opened to make 
It alive by active popular participation in 
shaping and implementing the district plane. 
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Autonomy of Demographic Variables 

K N Harilal 


MARI BHAT and Irudaya Rajan (EPW, 
September i-S, 1990) begin their paper on 
demographic transition in Kerala with the 
following words of Lord Kelvin, “ when 
you can measure what you are speaking 
about, and express it in numbers, you know 
something about it, but when you cannot 
express it in numbers, your knowledge is of 
a meagre and unsatisfactory kind, it may be 
the beginning of knowledge, but you have 
scarcely, in your thoughts, advanced to the 
stage of Science, whatever the matter may 
W Notwithstanding well known objections 
to the cited and similar approaches to the 
theory of knowledge we appreciate the quest 
for precision and accuracy However, while 
encouraging the urge for precision, we 
should also ensure that the precise state 
ments and numbers so derived truly repre 
sent the original ideas lest we all be caught 
up III a mess of precise but meaningless 
numbers 

As true followers of Ijord Kelvin and in 
their capacity as trained demographers, the 
authors have undertaken to employ a 
rigorous quantitative approach to test some 
important hypotheses on Kerala s demo 
graphic transition which have remained 
popular SMthout any thorough empirical 
scrutiny lof long Through a painstaking 
statistical analysis the authois have iden 
tified female literacy as the single most ini 
portani factor in explaining the demographu 
transition in Kciala >Vhat makes the study 
different, howevei is not the identification 
of the most important causative factor, but 
rejection ol ‘tiivial and nuidcntal’ ones 
Interesimgly, factois so rejected bs the 
authors include many unique leaturcs ol 
Kerala economy and society (hereafter 
Kerala specific factors) which were given uii 
due* importance in all the hitherto existing 
studies on the States demographic tiansi 
tion Conclusions of the study, therefore im 
ply that the population of Kerala would have 
had the same demographic experience 
regardless of the specificities of the region’s 
socio-economic evolution In this brief note, 
which need not to be taken as a complete 
atliquc; we argue that the empincal evidence 
and the results of statistical analysis 
pr6>ented in the paper are inadequate to 
draw such drastic conclusions, particularly 
those on the so-called Kerala specific fac 
tors' The numbers presented and then 
derived by the authors may be very precise 
but do not fully represent the ideas that the 
authors have attributed to them 

I 

Finn for identifying factors responsible for 
the low levels of infant and child mortality 
they have used cross-section data (1981) for 


19 districts in and around Kerala One of the 
explanatory variables employed in the r^res 
Sion analysis was a dummy variable designed 
to capture the impact of all variables that 
are not directly controlled but which may be 
unique to Kerala Contrary to expectations, 
the cuefficicnt of the dummy vaiiable 
representing the State was well short of the 
S per cent significance level Once the effects 
of highci female literacy and health person 
nel, the two explanatory variables found to 
be important, weie controlled, levels ol 
under five mortality in the districts of Kerala 
were not very different from districts in other 
States Nor were the results of the regression 
analysis on the determinants of fertility rate 
Here again the coeflicieiits of the Kerala 
dumms were not statistically significant 
I iteracs of women and the percentage ol 
Muslims III the population were the only 
variables found to be important 

I his, in short is the cure of their quan 
Illative analysis which enabled the authors 
to reject all the State specific factors The 
authois have cited some such Kerala specific 
factors meniioned in earlier studies vir, 
political will egalitarian reforms, public 
distiibution system, female autonomy, per 
sonal hygiene, ecology and unemployment 
Interestingly these arc not the only State 
specific factors that they have rejected The 
authors can rightfully claim—thanks to the 
skilful use of dummy variables—to have 
tested everything that is unique to Kerala 

I hr* icsulis of their regression analysis, as 
the authors themselves acknowledge, are 
surprising It would even mean that 
demographic transition of the Stale Can be 
explained independently of the legion's 
history Befoie jumping to this conclusion, 
one should examine the possible indirect ef 
feds of the so called State specific factors 
Its order to examine such indirect causation, 
the authors have carried out a few more 
regressions using adult female literacy and 
the sire of the workforce engaged in health 
services as dependent vanables Surprisingly, 
here again the results are not very encourag 
ing for those who ‘waste’ their time in 
archives The coefficients of dummy variable 
representing Kerala State were positive and 
significant in the female literacy regressions 
but negative and significant in the health 
personnel regressions It is a great relief to 
see that the demographic status of Kerala 
Sute had something to do with the high 
female literacy among its people. But after 
controlling for other ccswiates, the districts 
of Kerala had a lower stock of health 
personnel ^ 

Do the statistical analyses and their lesulu 
fully justify the conclusions drawn from 
them, panicularly those on the Kerala 
speafle factors? Our considered opinion is 


that the authors should have been a little 
more cautious while interpreting the results. 
Let us explain why In the first phase of their 
regression analysis, the authors have found 
female literacy to be the most Significant 
explanatory variable In our opinitHi, female 
literacy itself might have operated as a roiqth 
indicator ol the socio-economic transition 
in the State, leaving hardly anything for the 
dummy variable to capture In the second 
phase where they examined indirect causa¬ 
tion, the authors have introduced more 
aplanatory variables, viz, population den¬ 
sity, percentage of Christian population and 
percentage of child marriages among 
temales These factors in their turn would 
have also robbed the dummy vanables of the 
unique features of Kerala which they were 
expected to capture Will it be possible then 
to say, as the authors do, that the Kerala 
factors operated only through the identiBed 
variables, particularly, female literacv’’ Here 
again we solicit caution Why we are scep¬ 
tical may he explained in terms of an 
analogy Suppose the coefficients ol dum¬ 
my variables are all statistically significant 
Wilt It make us sav that the long list of State 
specific variables, if at all they can be listed 
so operated through the dummy variable 
II so what IS the analytical significance Of 
the statement that Kerala specific factors, if 
at all they operated, did so through female 
literacy’’ Unfortunaielv in regression analysis 
the numbers more often than not, do 
something more or less than what we expect 
or assign them to do If the numerical values 
given to the dummy variables can capture 
the unique features of Kerala, why should 
not another set of numbers which we 
associate with female literacy do the same 
job’’ We cannot impose the norm of ‘one at 
a lime’ on these numbers ’ For instanc*e, the 
authors decidc'd that the percentage of 
Christian population would represent the 
role of C hrisiian missionaries m the promo 
lion of education and health They were 
right, hut what if the peicentage of the 
( hristian population signifies something 
more’’ C hristians being one of the leading 
communities m what the authors refer to as 
Kerala’s transition fiom familial to capitalist 
mode of production, districts with relatively 
mote Christians should have been in the 
foiefront of Kerala’s socio economic Iran 
sition T herefore, the percentage of Chnslian 
population might have captured, without 
our concurrence, various features of the 
regions' historical evolution which the 
authors have sought to ignore 
Selection of nine bordering districts foi 
companson, which share many features of 
the ^te, particularly of the Malabar region, 
may be ated as another reason for the low 
key performance of (he dummy variables 
which were expected to capture the Kerala 
specific factors Further, as the authon 
themselves have pmnted out, cross-seetkm 
analysis may not capture histoncaily unpor- 
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tut hdon if they ao not exhibit suostan* 
lial cioit-iectional variation. In fact this 
Kmitation of the cioss-section dau nuQr also 
help to explain why the regression analysis 
cniu not capture some of the Kerala speafic 
CutOTS. The advantage that the State used 
to enjoy in certain areas giving nse to the 
cross-sectional variation with respect to 
some important vanabtes would have disap¬ 
peared over time ^ 

II 

In order to be fair to the authors, we 
should also examine the descriptive 
arguments they put forward to establish the 
autonomy of the demographic vanabtes and 
female adult literacy from the socio¬ 
economic factors specific to the State. As 
numbers can be meaninglessly precise, 
detcnpiive arguments can be meaningfully 
vague We do not propose to cover the en 
tire gamut of their arguments; instead we 
lestrict ourselves to the argumenis related to 
the higher social status of women and struc 
tural changes in the economy 

First, let us see how the authors have 
discarded the notion that high social status 
of women tn Kerala had contributed to the 
decline in fertility rates According to the 
authon the higher status of women in Kerala 
would mean the absence of strong preference 
for sons among Kerala’s couples Once this 
definition of status of women was for 
mulaied, the authors tried to examine the 
relationship between contraceptive use and 
the number of surviving sons The authors 
believe thai a society without any siiong 
prelerencc for sons should be characteiised 
by more couples accepting tamily planning 
methods at lesser number ot surviving sons 
The data on contraceptive use, the authors 
claim, would help us explode ihe myth that 
there is no strong preference among Kerala’s 
couples for sons We beg to disagree In 
order to be conclusive on this score we need 
more information including the number of 
all surviving children and their sex lor 
about 50 per cent of the couples, it is only 
reasonable to assume that their first sursiv 
ing son will also be their first child Is ii not 
normal, even according to kctala standards, 
to look for a second child’* II so, will ii not 
be too much on our part to expect the 
parents to accept family planning methods 
before then second child’* To Ihe extent there 
are other categories ol couples including 
those who had a daughter first, use ol con 
tmeeptives at fewer surviving sons is derinite- 
ly belter in Kerala, which the authors have 
chosen to ignore. Further, the authors seem 
to overtook the fact that apart from the sex 
distribution of surviving children, there are 
many other factors that influence the pat¬ 
tern of contraceptive use The analysis on 
the use of contraceptives and the number of 
surviving sons hardly proves anything 
beyond doubt, leave alone presence or 
ataence of any strong preference for sons 

’The authors do not subscribe to the view 
that high toaal status of women in Kerala 
ted oontnbuted to the growth of female 


Bleraty. In fact they have an mternative 
hypothesis which sees female Uteracy as a 
function of male literacy. The evolution of 
male and fmaie literacy has a universai pat¬ 
tern; the inequality in literacy by sex would 
increase with the growth of literacy and 
come down only at very high levels of male 
literacy Thus according to their hypothesis, 
at comparable levels of male literacy, female 
literacy will be more or less the same across 
the regions, if high female hteRjKy in Kerala 
was the (lefutt of higher status of women, 
the pattern of evolution ot male and female 
literacy in the Slate should have been dif¬ 
ferent from the rest ol India, which accor 
ding to the authors, is not the case They 
have observed that at the same level of male 
literacy, India and Kerala had approximately 
the same level of female literacy 

In this connection we have the following 
points to make First, it is important to note 
that India lags Kerala by over 30 years in 
male literacy Considering the presence of 
30 or moie odd years between the literacy 
figures compared, Ihe authors should not 
have neglected even Ihe marginal ditlerencc 
between Kerala and India Second, (heir in 
sistentc on comparison ol female litcracv ai 
the same level ol male literacy is based on 
a questionable assumption that 'autonoms 
ol women’ and ‘status ol women’ are iden 
tical concepts Third, the authors seem to 
consider the State spcMfiL factors including 
the status of women as ahistoncal categuiics, 
existing at all stages in histoiv We suggest 
that the special leaiurcs that wc attribute to 
Kerala should be seen onlv as pioduiis ol 
history II this viess is accepted, it would he 
meaningless to sav, as the authors do, that 
once upon a lime the male-female disparits 
in lilciacY was severe in Kerala loo In tact, 
even it we accept ih. authors' contention 
that the pattern ol lilcracv evolution in 
Kerala ssas not ditteicnl tium that ol rest 
of India, It would not exhaust all that is 
unique about Kerala VV hat is important and 
unique about Kerala \uliich demand' 
explanation is the carls beginning ol the pio 
cess ol change with its positive iiiip.ui on 
all aspects ot social litc including litcMcv. 
literacy ditlerenlial by sex, Icrtihts and inoi 
tdlii) I malls il female literacy IS something 
that svsiemaiicalls follows male liici.icv as 
It was found to be in Kerala too. uhv so 
much noise about female liteiacv lest Is 
achieved by Kerala and iis implications and 
lessons (or olhei regions’* Note that the 
authors have placed female literacy at the 
heart of Kerala’s demographic transition and 
have even drawn a lesson or two from that 
example for the rest of India The authors 
can blame only themselves for setting this 
trap into which they fall 

111 

Between the two important schools of 
thought that dominate the current thinking 
on fertility tiansiiion. viz, ‘structural change 
aigument’ and the ‘diffusion perspective* the 
authors have chosen the tatter as more ap- 
propnate to explain the Kerala case. The 


'tirtKXunil chgnge a rgu m e n t* iwitelm 
fcrtiliiy transition mainly in tam of Mte 
in the balance of economic eoett and 
benefits that child bearing entails to parents. 
But according to the authon fertility decline 
m Kerala had occurred without si^fkant 
changes m costs and beneflts of children. 
The authors are I'f thisrflrm opinion because 
according to them, “. except for a substan¬ 
tia! nse tn adult female literacy, in the last 
30 years or so there have hem very little 
structural changes in the economy or society 
that could have topped the historical balance 
m the flow of ‘wealth’ between generations”. 
Note the remarkable ease with which the 
authors push aside many imrartant factore 
such as land reforms and tne progressive 
weakening of matniineal family system, 
which could not have but affected the 
“historical balance in the flow of ‘wealth’ 
between generations’’ 1 hey do not give any 
justification whatsoever for ignoring the 
weakening ol the matniineal system where 
properly descended along the female line 
Regarding the impact of land reforms, we 
should sav that their approach is very casual 
1 he impact ot land ictorms was felt more in 
the Malabai region than in the Iravancore- 
< ochin area Bui it was in the latter that ler- 
tiliiy declined first and more rapidly This 
cannot be taken as a sufficient reason for 
Ignoring the impact of land reforms on fer- 
iilits ratios bcxausc one can easily think of 
mans other reasons for the relativdy late and 
slower fertility dalme m Malabai region In 
tad, Malabai would have lagged behind the 
rest of Kciala despite a progressive role 
plavcd by the land reforms 

Results of the authors' analysis on Ihe 
sliudural features ol the economy using 
parameiers such as occupational distribution 
ol labour force, proportion ol workers 
dependent on wages and salaries, incidence 
of child labour and school enrolment rales 
were generally in favour of the 'structuial 
change argument’ Kerala aonomy, in other 
words, was structurally prepared lor an onset 
ol fertility decline Yet the authors have 
chosci. .) undermine the ‘structural change 
argument’ because changes in the structural 
parameters studied did not coincide with but 
predated the onset ol fertility decline The 
authors, obyiously did not think of a possi¬ 
ble time lag, not even the 10 months which 
could have been easily granted on biological 
giounds, with which structural factors would 
afteci fertility levels in any country' The 
authors can also be blamed for not apply¬ 
ing Ihe ‘lime critenon’ with the same rigour 
tor evaluating the difussion perspective Ac¬ 
cording to the 'diffusion school’ fertility 
decline within marriages is basically the 
resuli of the spread pf birth control 
technology And as the autbois put it, “a 
crucial role la the diffusion was pUyed by 
literacy and educational levels, particularly 
those of women”. The authors should have 
provided more convincing evidence to fuo- 
ve that these two factors, availability of birth 
control technology and the mowenieni 
towards higher lite^, had coincided wWi i 
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!■ iw (SffiniMi, the twt itipnMdm 
duty decUiM; vU, *itroctiii»l chanfe aifu- 
ment’ and ‘difthikm penpective*, need not 
be contideied as mutually exclusive The 
statement that faiiiity>decline within mar¬ 
riages Is basically due to the spread of birth 
control technology is very close to the realm 
of tautology. Tins is particularly so because, 
according to the authors, only IS per cent 
of the decline can be explained by the in¬ 
crease in female age at marriage There is 
also no denying the fact that literacy, par 
ticularly among women, had played a very 
important role in the dissemination of birth 
control technology But what made the 
people accept the birth control technology^ 
Why did couples in Kerala ‘Switch from hav 
mg a large number of low quality children 
to a fewer number of better quality 
children”’ According to the authors " the 
switch has come about from the changes in 
the perception about children’s costs and 
benefits, and in this female education has 
made a significant contribution" (emphasis 
added) Alter having ruled out manv impor 
tant factors including real changes in costs 
and benefits that child bearing entails to 
parents, the authors are constrained to 
explain the rapid decline in fertility in terms 
of changes in perception about childten’s 
costs and benefits' A change in 'perception' 
without any real change to back it' A change 
in ‘perception’ independent of the rich 
history ot social reform movements and the 
numerous struggles that brought about 
revolutionary changes in the region's 
economy and society* 

In our opinion, it the authors retrieve 
some of those State specilic (actors, in 
eluding stiuctural changes in the economy, 
which were ignored without proper jusiifica 
tion, the story of Kerala s demographic Iran 
sition could be complete and more convm 
cing Fot the sake ol such a balanced ap 
proach towards the question at hand, the 
authors may have to loiego some of Iheir 
conclusions Bui then we will all have the 
satisfaclion ot having given history ns due 

'Notes 

1 We have concentrated maiiilv on the evalua 
tion ot explanatory hypotheses A mesre 
balanced review of the paper should have 
also considered other objatives ot the study, 
especially the analysis on ihe trends in 
demographic variables 

2 Note that the authors have interpreted the 
coefficients as though the dummy variables 
were expected to represent the Kerala govei n 
ment rather than the Slate as a whole 
Negative and significani coefficient of the 
Kerala dummy in the health personnel regies 
Sion IS explained in lerms of ‘not so 
remarkable’ government expenditure If the 
dummy was designed to represent the State, 
Ihe authors should have considered the 
private initiative in health care, which they 
themselves have highlighted on a different 
occasion Similarly, all the credits for 
developing ihe educational infrastructure 
should not have gone to the rulers 


S Tbc aumon aho agiM that, M ttaai, tbe 
mimben we aasodote wkh a idecied variable 
can capture the effects of other covanates 
According to them “studies that rely on 
bivariate analysis tend to exaggerate the im¬ 
portance of age and parity of mother because 
they spunously capture the effects of other 
covariaies such as education” 

4 The point we wish to make may be illustrated 


usf Bg the case Of fcma l e Bteracy. As ntepre- 
lem literacy drive spreads to the bordering 
distncts of Kerala die biter-distnct vanation 
m female literacy it likely to disappear fast 
So much so that the cross-section data col¬ 
lected after the bteracy dnve may noi show 
any significant relationship between inter- 
distnct variation in demographic variables 
and the female literacy rates 
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Edible GO Polices Skewed Design 

A C dthatimpati 


S J PHANSALKAR and V P Gulati {EPW, 
Rebruary 2 ) have presented a comprehensive 
italittical review of the edible oil situation. 
However, their comments on government 
policies and their alleged impact on various 
interest groups fall short of objective 
uialysis. They seem to have ignor^ the 
Interplay of market forces in a highly com¬ 
petitive oilseed and oils economy or short¬ 
term political objectives of decision-makers. 

Edible oils account for only about S per 
ixnt of consumer expenditure in India. As 
die authors have pointed out edible oils are 
necessary but not crucial to the health of 
humankind as are carbohydrates and pro¬ 
teins. Nevertheless, since the agitation on ris¬ 
ing groundnut oil prices in Gujarat in 1964, 
oil prices have assumed unusual importance 
In the democratic polity of this country. 
Prices of proteins, pulses and non-vegetarian 
foods have risen much more than of edible 
oils but there is hardly any political com¬ 
ment It is this short-term political angle of 
government policies which has resulted in 
several distortions in edible oil policies. 

1 hke the case of allotment of significant 
!|uaiitities of imported oils to the vanaspali 
Industry. Imports of edible oils started in 
I964 in response to the agitation against high 
groundnut oil prices in Gujarat. The govern¬ 
ment could afford to import only soyabean 
oU under US PI ^80. Raw solvent extracted 
loyabcan oil is inedible. Developing con- 
nimer acceptance for such refined oil re¬ 
quires long-term marketing efforts. As 
vanaspati at the time was made entirely from 
groundnut oil government required the in¬ 
dustry to use all the imported soyabean oil 
to release groundnut oil toi diiect 
consumption. 

The vanaspati industry with about 60 fac¬ 
tories was the only organised sector in the 
oil economy. Edible oils produced by 
thousands of oil mills, 'ghani.s', etc, sold 
through lakhs of dealers were beyond the 
control of government. The availability of 
cheap imported oil foi vanaspati became a 
handy tool for controlling the price of 
vanaspati which was politically important 
for the Central government. 

The statements by the authors that 
"Vanaspati industry is the most stable and 
profitable segment of the edible oil sector" 
and "The vanaspati industry was given an 
average of 4.S lakh m tonnes per year of im¬ 
ported oils at cheap prices, allowing the in¬ 
dustry to make large profits”, have no fac¬ 
tual basis. No industry has prospered under 
government imposed statutory or informal 
price controls. The fate of vanaspati was no 
different. Disallowance of increases in 
manufacturing cost, enforcing prices even 
when imported oils were physically not 
available, imposing prices even when the pro¬ 
portion of imported oils used by the industry 
was below SO per cent in a highly fluctuating 
indigenous oil market did cause frequent 
Gi;|ises in the industry. 

The only benefit the industry gained was 
the growth of the vanaspati market ai, 4 i 
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higher rate than the general fat consump¬ 
tion because its prices were genoally kept 
relatively lower as compared to those of 
major oils like groundnut and mustard. A 
reference to the representations by the 
vanaspati associations woidd show thru they 
were opposed to price control. This is natural 
because when the prices of the raw material 
account for nearly 90 per cent of the cost 
of vanaspati excluding taxes and when the 
raw material prices fluctuate 30 to 80 per 
cent in a yeai seeking price stability in 
vanaspati was irrational. In a rising oil 
market vanaspati sold in the black. In a fal¬ 
ling market vanaspati sold at a discount. 
Thus price control on vana.spati was a 
political decision which did not benelit the 
industry or the consumer much. 

The authors also seem to have exaggerated 
ideas about the infliirncc of oil millers and 
traders. No doubt, there arc trade associa¬ 
tions in all majot centres of oilseeds and oil 
trade, primarily to evolve norms ol orderly 
trade and provide.mechanism lor resolving 
trade disputes I heir capacity to inlliicnce 
government policies even at State levels, let 
alone Central level, is very limited. Oihei 
wise you would not have seen regular raids 
on millers and traders whenever puces rise, 
restrictions on intci-State trade, penal 
margins on credit, etc. Experience ol the last 
25 years shows that these measures are large¬ 
ly ineffective in influencing the oil pi ice 
trends which continue to be governed by the 
local supply and demand of specific oils In 
fact, the derisive name 'telia rata’ coined by 
the politicians is a misnomer, laiigc oil mills 
in major ceniies disappeared in l9S0s when 
excise duty was imposed on oils Oil esirac- 
tion IS reserved for the small-scale industry 
tor traditional ortseeds. Therefore, in the oil 
mill scctoi and in oil trade one can hardly 
find financially powciful units 
Solvent extraction industry came to be 
established primarily a.s an export-oriented 
industry. In l9S0s Europe was facing a slior 
tage of cattle feed. Solvent extracted ground 
nut meal therefoie became a profitable ex¬ 
port Item. This led to the cstablishmem of 
a large nunibct of solvent units in Cur nui 
and Maharashtra where groundnut cake uas 
available in plenty. Solvent extracted gn mid 
nut oil requiring refining did not letch a 
good price. Mustard oil cake found no ex 
port outlet until very recently because of its 
high glucosinolates. The expiort market for 
groundnut meal collapsed after 1977 when 
aflatoxin in groundnut meal was found to 
be harmful to poultry and cattle. This led 
to closure of units in Saurashtra, ct - 
When oil prices started rising and extrac¬ 
tion of oils from rice bran and other minor 
oil-bearing materials became viable, new 
units were established in convenient loca¬ 
tions, having special equipment to process 
such nuierials. The growth of soyabean crop 
again encouraged more units in Madhya 
Pradesh. Thus, the solvent extraction in- 
diu |0 has continued to grow despite its large 
’iNms capacity because of-specific needs in 


locathm or procetalliig ttehniqMs 'teUM 
abMRceof IB oigBtiiiedcattlele^ iiuiuitry 
in the country solvent extracted meab have 
limited outlet in domestic martets. They 
continue to depend upon exports. 

It is incorrect to say that ^vent extrac¬ 
tion per say is inimical to the interest of cat¬ 
tle industry. Th* world over only solvent ex¬ 
tracted meals are used as the scientific 
opinion is that cattle do not require more 
than I to l.S per cent fat in their meal. What 
is needed for a healthy cattle industry is an 
organised cattlefeed industry. The authors 
are incorrect in their statement that high fat 
content in cake is necessary for the fat to 
present in milk. 

The authors incorrectly imply that large 
imports were encouraged as they help to pro¬ 
duce financial surpluses for government. 
The primary consideration in arranging im¬ 
ports of oils from the beginning was the need 
to regulate the price of vanaspati and in 
1980s to feed Public Distribution System in 
the hope of influencing the edible oil price 
level. I entirely agree with the authors that 
the allocations of imported oils was 
irrational in the sense that large quantities 
were icleased during the harvest season and 
that bulk of the oil was allotted to the oil 
seed pioducing States In tact, the States 
with I he largest nunibci of the poor, viz. 
Bmar. UP, MP, Rajasthan and accounting 
for 25 pci cent ot the population received 
only 8 pet cent of the total oil released 
for PDS 

ii must be accepted that .‘he release of 
cheap impoited oil both to vanaspati and 
PDS did affect the farmers adversely as in¬ 
digenous oil prices weie kept depressed in 
relation to the general puce index during 
1978-86. It also encouraged fat consumption 
to go up in the country by nearly 40 per cent 
entirely through imports 
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Sarigam Steels 
Casting a fine Mure 
and Forging ahead 
in an expanding 
industiy 



Sarigam Steel has been promoted by tlie renowned 
metallurgist and technocrat Shn Shyamlal Yadav, 
who pioneered the making of stainless steel in 
Gujarat using the induction melting system. His rich 
experience of over 25 vears in this very specialised 
field has borne abundant fruit Sarigam Steels has 
been a winner from the start.indicatod by tire rising 
turnover each successive year 

To satisfy the continuously growing demand from 
am; and jirimc industries Sarigam Steels plans to 
enhance pioduclion capacity from 3200 MT to 
15000 MT per annum by installing a 5 MT furnace. 
The Company also plans to manufacture forgings 
out of castings, for which they will instal open and 
closed die forging plants. The promoters have 
already made arrangements with overseas buyers 
tor 100% purchase of the (’.ompany's finished 
pioducts of forgings. 


A glowing future lies ahead for the Company and 
for you Cast a solid future with Sarigam Steel. 
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Period 
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► Kxcellent location in the highly industrialised 
Western Zone 

► Multi-applii.ation prodiu.t range 

► Dernand/Supply imbalance presents excellent 
scope for import substitution 

► I’otential for value added exports 

^ Easy liquidity - listing at Ahmedabad, Bombay, 
Calcutta and Vadodara Stock Exchanges 
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Reaching 
a new high 


A 

xJLt Colour-Chem this is a 
credo It keeps us trying harder 
seeking greater heights to conquer 

That s how we ve more than 
doubled oui exports in the last four 
years reaehing a ntw high ot 
Rs 167S lakhs in 1989 90 An 
export performance based pnmanly 
on indigenous value addition in 
order to maximise net foreign 
exchange eainings foi the country 

loday yyc arc a rteogni7cd 
I xport House with Star Fxportcr 
status Wc export organic pigments 
dyes and mtci mediates to the most 
sophisticated markets m the world 
— USA West Germany, LI K 
and the far E ast More than 96% of 
our exports go to General Currency 
Areas 

Our quest for excellence has also 
won us awards eighteen, in two 
decades 

The quest continues 
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in the world of colour. 
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Poverty; Cooked Up Figures 

The massive reduction in the incidence ot poverty in 1987 88, as 
reported by the Planning Commission in 1990, is once again largely a 
consequence of the peculiar statistical artefacts used by the commission 
The appiopiiately computed incidence of poverty in 1987 88 comes to 
44 8 pel cent and % 5 per cent, respectivrlv, in rural and urban India, 
rather than the artificially low estimates of 12 7 per cent and 19 4 pei 
,^cent reported to parliament by the Pianiiiii}; C ommission 
in 1990 1673 

Economic Restructuring: Problems and 
Pitfalls 

The curiint IMf-WoiId Bank strategy towards India is designed to 
create conditions in which any residual reluctance on the pan ot 
decision makers hen to agree to the must damaging cuiiditionalities 
will be wiped out 1647 

India needs foreign private capital only where technological upgradation 
IS lequircd, as in capital goods and basic intermediates, oi in areas 
where foieign capital is intended for export production 'o that tlicie is a 
substantial net foreign exchange gam Vi ill the pioposcd amendment 
of fbRA help achic've these objectives' 1645 

I he import-dependence ol the industiial sector has increased in 

the post liberalisaiion period I he siaiisiical evidence 1693 
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Same ilard 

li was the Congress Partj's resort 
to the Hindu card which picpartd 
the giound for I lie shaipening of 
the BJP’s communal stance and 
has, as'the last election has shown, 
icsulted m compel uive 
comnninalism between the two 
major political p.iitics 1649 

Hunting Houses 

Calcuita’s housing problem is 
compounded by a pcculiai piece 
of urban Icgivlaiioii which, when 
twisted and turned the right wav 
allows toi the optraiion of a 
corporation poluc builder 
nexus (o (he Jctiiiiicnt ol 
the pour 1655 

Smile (ione Sour 

British Airways ‘the woild’s 
favourite airline', is none uio 
happy about the lifling ol the ban 
on new Mots’ at Heathrow, its 
home base 1657 


Plant6 and Property Rights 

If mte'latual properly rights ait 
extended to plants, all aspects ol 
agricul ural development in third 
world countries supply ol seeds 
incomes ot larmciv, absorption ol 
technology and piospcMs lor 
exports—will be negat vely 
atiected I66II 


The Problem 

The ( ongicss(l) li bati. m power, 
bill the louiiirv's pioblems will 
not go away For ihai paif i ihc 
coimirv s majot problem It is 
responsible tor the mess in 
kashmir loi Punjab’s alienation 
from the rest ot ihi couiius and 
no one vei knows the soil ol deal 
It has struct w,th ihc Ui lA 
and Boilo insuretnis 1611 

I nmodern Trends 

Mall III hiMs modem lisiois 
has bicn subjected to inuc isitij. 
dcitiiaiiOM \nd when 
pcisonaliiics ait turned into 
(hvinitics no .tiiical asse'csnient is 
possibh I he land ol Phuh and 
Sluhu Maharai is lallins back to 
medieval limes and it is going to 
lake a wide langiii) inoveincnl 
lu fight the uninoelcmiiv 
setting Ml 1653 

lA-ft (>Ul 

In 1^86 the revolutioriMV Icli in 
Philippines almost lan ig'oui'd 
ilMidsl the up mil e>i ippor* it) 

( oiv Atiuiiii) Whv did Ihi U‘fl, 
despite Its iiadiiiun ot political 
diialyses, lad to aiilitipale the new 
eontiatlietions which were 
emerging and to give pnoiilv to 
Ihc isviies related to politnal 
demotraev which betaine so 
essential then’ 1683 




LETTERS TO EDITOR 


Pre-Election Police 
Terror 

DEMOCRATIC rights have become ‘skv 
flowers' to the sons ol the soil in relcngana 
More than 10 workers of vaiious C PI(MI) 
groups were killed by the police in take 
encounters in a span of a month just bcTon 
the elections I he reason lor all this chaos 
as the government sources stress was the 
need to conduct elections ‘treciv and to en 
sure ‘law and order’ in the villages As pei 
otticial assessments, 3,000 villages needed 
light police ‘bandobasl and were supposcdls 
lacing a law and order problem I hat's wh> 
a 1^,000 strong central police torce was put 
in operation in Andhra Pradesh These ar 
rangements had been made in the wake ol 
the call given by the CPKMI) People’s Wat 
Group to boycott the Lok Sabha elecMons 
and anothei call given bv other ( PI(Mi) 
groups to support the revolutionaries 
wherever they were fighting the elections 
Ironically both these calls escalated the range 
of repression ol the police in certain areas 
Police vans surrounded the villages, beat up 
everybody including women, children and 
the aged, dumped them in the police stations 
and subjectc'd them to tortiiic -beating with 
tyres, plucking out nails, giving electric 
shocks and lathi treatment— in addition to 
the loutine ‘encounter’ and ‘lock up deaths’ 
In Karimnagar district, three members ot 
the CPI(MI) C handrapulla Reddy group, 
Sridhar, Mallesham and Na/eer, were kill 
ed in fake encounters in April Almost all 
the villages ol karimnagar Lok Sabha con 
stitucncy were subjected to police attacks 
and toiture for supporting the CPI(ML) C P 
candidate N V Krishnaiah T he police fore 
cd party workers to promise never to sup 
port ( PI(MI) (. P group candidates The 
‘agreements’ were mediated through the ml 
mg parly leaders including those ot the 
Congress (I), TDP, BJP, Janata Dal, etc 
On May 2, an Si along with a live 
member team in a drunken state attacked 
Shahnagar ol Ramadugn Mandala and 
created panic among the villagcis Ihc 
women were beaten on their sensitive parts 
and the police alleged that the women had 
illegal contacts with ‘sangham’ leadcis and 
workers later the villagers along with 
N V knshnaial) met the district collector and 
showed him the wounds In Adilabad district 
of kashipet in May, three members of the 
CPKMI) CP group, J Mallaiah, J Buchaiah 
and B I ingaiah were killed in fake en 
counters in Venkatapur village In Burgam 
pahad area in Khammam district a woman 
worker was cruelly killed in aii ‘encounter’ 
In Maddikania village of Macharsally man 
dal an SI with his team made a lightning at 
tack or May 3, terrorising the people and 
destroying property—gram pots, electiic 
motors and utensils were thrown into wells, 
ration-cards, pass-books, money and 
valuable goods were carried away bv the 
police. A pregnant woman and another who 
had just delivered were tonured cruelly 
Padnimiwadi Daggi of Sadasivnagar mandal 
witneised these events The police forced the 
people to rub out the ‘boycott’ slogans In 


Vajjepally village m Gandhan mandal the 
police broke open the locks and ransacked 
property after the people had fled in terror 
talking to press persons the district SP, 
R P Mc%ra, claimed that *‘200 militants have 
suiicndcrcd to the police in tour months If 
ihcic arc untoward incidents during ihe 
ojicraiions we are not responsible lor that’ 

SlIKSA 

Hyde rabad 

West Bengal: 

Us€*s of BJP 

FHL polls m the traditional Lett bastion 
have revealed interesting features not lore 
seen cither by the ruling Lett Front or by its 
mam electoral rival, the Congressfl) On the 
surface, the results do not show anything ex 
iraordinary, the Lett Front has retained its 
overwhelming superiority in terms of the 
number of seats bagged The Congress(l) 
has marginally increased its tally from 39 to 
43 scats The GNl F and the Jharkhand Party 
(both supported bv the Congressfl)) have got 
two seats and one seat respectively, and the 
sue I has managed to retain its two seats 
T hr Naxalite groups have improved margi 
nally but are as yet far from emerging as a 
powerful lorce The miwt significant aspect 
ot the tcsulis, however, is the spectaculai nsr 
ol the BIP from a position of near non 
existence to one of considerable strength It 
has not won a single seat, out has succeed 
ed in obtaining about 12 per cent ol the 
votes, mainly absorbing Ihc negative voles 
against the left Front or cutting into the 
already existing vote-bank of the Con 
gress(l), thus Irusirating the latter’s hope, 
ot capitalising on the Left I rent’s failures 
I he BIP’s emergence as a foice has caused 
surprese even among the l.efl I roni leaders 
and IS now widciv discussed m the Bengali 
press 

However, the BIP has not only made in 


roads into the vote-base of the Congi«ss(l) 
but has influenced CPI(M) and even Nax- 
aliie supporters to some extent, particularly 
in the motussil towns and the countryside. 
In West Bciital, there is no movement of the 
dalits and the backward classes to counter 
this onslaught of the VHP-BJP combine 
Only one small organisation, the PCC, 
C PI(ML) (It got about 70,000 votes m the 
assembly pulls), publicly dmanded the im¬ 
plementation of the recommendations of the 
Mandal Commission And those sections of 
the masses who were disgruntled over the 
performance ol the Left Front and found the 
C ongressd) loo unorganised a platform have 
been assured by the BJP that their interests 
and giievances would be looked after 
The aggressive Hmdutva of the VHP-BJP- 
RSS first came to the surface in this state 
before the Ninth lok Sabha polls with the 
holding ol brick worship ceremomes and the 
active clamour lor a ‘Hindu Rastra’ by the 
BIP Ihc Ufi I runt government did little 
to check this emerging Hindu wave and 
those who iiicd to pul in some sort of ac¬ 
tive protest were mocked at bv the C PI(M) 
ideologues Again, the Marxist-led govern 
ment saw to it that the bucks meant for the 
infamous Ram ‘shilanyas’ were safely tar 
ried through the slate It certainlv boosted 
the morale of Ihc Hindu chauvinists and 
their organisational activities were lenewed 
with greatei vigour Iheie are reasons to 
believe that they were tacitly encouraged bv 
the ruling leti Front in the hope that this 
would cut into the Congressfl) voles and 
laciliiatc an easy victors for the front at Ihe 
hustings But the troni and its main part 
ner, the (l*I(M) could not conceive that the 
BJP would emerge far stronger than they 
imagined It in the coming years, the BJP 
creates moa disturbances in the state the 
ruling lelt I roni government m ist now pay 
tht juice lot Its earlier stance 
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To Kill the Patient 


T he more he protests that he is not following the diktat 
from ^^tehington, the faster is the finance minister losing 
his credibility. On top of it he splits hair about whether the reduc¬ 
tion effected in the rupee's exchange rate by 19 per cent in the 
space of three days was depreciation, exchange rate adjustment 
or plain devaluation. The hard fact is that the government has 
bem driven to accepting the most stringent of the conditiona¬ 
lities—a sharp devaluation of the rupee. The trade reform 
package recently prepared by the World Bank for India called 
for an initial dev^uation of the rupee of 13 per cent and the 
ultimate figure was set at 22 per cent. Since the government has 
decided to devalue the rupee by almost 20 per cent straightaway, 
it would appear that we have not been given even the option 
of implementing the reform package in phases. Of course, the 
IMF could not be satisfied with devaluation alone. That the next 
thing it would demand was action on the trade front is borne 
out by the 13-point trade policy package unveiled by the com¬ 
merce minister, which principally seeks to link practically all non¬ 
bulk imports to exports through the instrumentality of the REP. 
Here it is worthwhile recalling that the World Bank report had 
suggested precisely such a course of action. What now remains 
to be implemented is a sharp reduction in tariffs—the commerce 
minister has already hinted at this—and the reduction in the 
so-called fiscal deficit. 

The Washington establishment believes that while liberalisa¬ 
tion during the 1980s coupled with the more expansionary 
macro-economic policy and relaxation of restrictions on in¬ 
dustrial investment and production decisions led to acceleration 
of the annual growth of value added in manufacturing, it is em¬ 
phatic, quoting its “econometric simulation experiments”, that 
“relaxation of import controls has not been responsible lor the 
deterioration of India’s balances of payments”. This assertion 
simply flies in the face ot the reality. Th^ country's balance of 
payments had been under pressure throughout the 1980s, but 
it was in the second half of the decade that the deficit really 
surged. From 1.2 per cent of GDP in the first half of the decade 
it rose to 2.3 per cent in the latter half. It was the marked rise 
in imports in the Seventh Plan period, from Rs 17,135 ciorc in 
1984-85 to Rs 34,416 crore in 1989-90 (the figure lor 1990-91 is 
Rs 43,171 crore) which has created the payments impasse ol to 
day. The manner in which these additional imports were financ 
ed, namely, through commercial borrowing, including of the very 
short-term variety, and repatriable NRI deposits, have now com¬ 
pounded our problems. But the rout cause lay in allowing im¬ 
ports far in excess of our current foreign exchange earnings 1 lie 
major part, some nine-tenths, of the surge in imports was ac¬ 
counted for by what are referred to as non-bulk imports, com¬ 
prising principally capital goods, components, raw materials and 
spares. How much of these additional imports were required to 
increase export production and how much for production of in 
essential items for the domestic market is a question that policy- 
makers have avoided facing, no doubt deliberately because then 
the answers they would reach would have been very different 
from the ones they are being told to parrot. Hidden behind the 
figures of the trade deficit are also sizeable imports on govern 
ment account, which possibly accounted for the bulk of the 


cumulative gap in import data of as much as S 10 billion iden¬ 
tified by the World Bank for the five-year period, 1985-86 to 
1988->89. Basically, the point is that to explain the surge in im¬ 
ports in recent years, one does not have to go into the changes 
in the macro-economic scene so much as into the specifics of 
trade policy as it translated itself into various types of imports. 

As regards the devaluation of the rupee, it is significant that 
during the period when the rupee underwent subsuntial 
depreciation—by as much as 70 per cent against the SDR bet¬ 
ween 1985-86 and 1989-90, far in exce.ss of what was warranted 
to keep the real exchange rate stable—imports have sky-rocketed 
and the trade deficit widened. It was difficult, therefore, to see 
the rationale of the argument for further devaluation of the 
rupee. So when the finance minister asserts that the sharp 
devaluation he has now resorted to is in the national interest, 
he cannot have in mind reduction in the trade deficit, certainly 
not in the next few months or even years. 

On trade reform, it would have been a total throwaway if the 
various export incentives had been continued after the sharp 
devaluation. But it is well to bear in mind that the new 'exim 
scrip’, entitlement to which has been raised substantially, is bound 
to command a high premium, probably much higher than its 
old counterpart in view of the total link-up of non-bulk imports 
to these scrips. On the impact of the 13-point package on the 
trade deficit, one will have to wail and sec when, if at all, any 
significant reduction does come about and then at what cost 
in terms of growth, inflation and equity. 

While the finance minister is still to show his hand in the 
matter of the fiscal deficit, which in the World Bank scenario 
emerges as the principal villain of the piece, it is obvious that 
the emphasis on reducing the fiscal deficit rather than the budget 
deficit, or Reserve Bank credit to the government, is highly 
motivated. Analytically, it is the budget deficit which can be 
said to have a direct expansionary impact. On the other hand, 
a large part of what is referred to as the fiscal deficit may be, 
and actually is, nothing but transfer of household savings to 
the government. The basic poini is that whatever may be the 
other implications of government borrowing from the household 
sector, when one is looking at the macro-economic impact of 
the government’s fiscal operations, the appropriate concept of 
deficit IS none other than that of the budget deficit, a concept 
of long usage m this country. 

It is true that the budget deficit increased from 1.7 per cent 
of GDP in the fiist half of the 1980s to 2.1 per cent in the se¬ 
cond half (the peak deficit of 3.1 per cent was reached in 
1986-87). Also, there can be no two opinions that if inflation 
is to be contained the temptation to resort to budget deficits 
has to be firmly resisted. But since what the Washington 
establishment is lorcing down our throats is a dra.stic reduction 
in the fiscal deficit, the possibility cannot be overlooked that 
even when the fiscal deficit is reduced there may well be no 
reduction in inflationary pressures. The government’s fiscal 
operations will no doubt be curtailed, and perhaps quite 
severely, as a consequence of whatevei measures the forthcom¬ 
ing budget proposes, hut not necessarily their inflationary 
impact. 
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KASHMIR 

Left in the Lurch 

WHATfcVFR their obtectives might be— 
indeptndenke from Indu or joining 
Pakistan -the militant groups of Ka&hmir 
arc incrcasingU getting distanced trom 
their goals As in Punjab and with similar 
terroiist groups in other parts of the 
world, the means arc overwhelming the 
ends Kidnapping, indiscriminate killings, 
extortions and so on are leading them 
nowheic and arc inviting instead trom a 
vindictive state repression un the common 
ctti/ens 

The end to the drama of kidnapping 
two Swedish engineers —who were relcas 
ed aecoiding to their abductors, but had 
escaped accoiding lo their own version— 
suggests the futility cvf suth adventures in 
dulged in hv the militants After keeping 
them iiuustodj tor 97 days their abdue 
tors found that they had gained little 
Their dimand that iht Swedes could be 
released only afiei Amnesty International 
was allowed to come to Kashmir and in 
vcstigaie into allegations of human rights 
violation was senseless It is not as it such 
allegations had not been pmved Numerous 
Indian human rights groups, as well as 
journalists tioin India, had highlighted 
cases ol atiocitics by the Indian securilv 
lorcts III Kashmii Their reports have 
raeivcd iritcinational publicity In fact. 
Ainnestv International had beem using 
these India based rsporls to expose the 
role of ihe seeuritv forces at world 
conferences such as the recently held 
UN Human Rights Commission meet 
Mthough one agrees that Amnesty Intel 
national or civil libcttics groups from 
oihci pans ol the world should be allowe*d 
lo come to kashmir ind see lor them 
selves one dots noi undeisiand how this 
would help the cause 1 1 the Kashiiitri 
militants Vet anothci report about airo 
cities eominitled by the Indian security 
toiccs would rciiilorce the authcniicitv ot 
Iht alligations alitady mide by Indian 
luiiiiaii light jioups Bui th it IS about all 
How would It blip tht c lusi ot tht 
militants whaieyti ihil caust rnmht bt^ 
As It IS tiuilc tvidcnl now ^mlll |y Intel 
national was not wiliin{. lo he blackmailed 
by the tnilittilts A,IUt ill how cm one 
ixpeci I liiim in tij his organisation lo ac 
Lcpi conditions lioni i group ol tciionsis 
who thcmstivct Were viol unit, the huiiiaii 
lights ot two innotcni individuals by 
Ice ping ihcin m uisiodv' 

In lad h Id tin mililants been so con 
ccincd about the violition ol human 
lights ol then (illow K ishmiri cili/tiis 
ihty sluuild hnt rtli lined from iiicspon 
siblt aciions like opciiiion in hcaviK 
crowded loealiiits which invaiiably led to 
loss ot iniioiuii lives It stems thctcloic 


that thar demand for Amnnty Inter* 
national^ attention was an altetthought 
following then raahsation that the kidnap¬ 
ping of the two Swedes had become more 
of a liabitiiy than a really worthwhile 
catch (unlike the earlier cases of abduc¬ 
tion of daughters of Indian VIPs) 

What adds to the murky nature of 
mililancv m Kashmir is the division within 
the tanks of the militants While some 
(like the JKLf) want independence, others 
(like the Islamic fundamentalisi Hi/bul 
Mujahideen and similar other outiits) 
want integration with Pakistan The lat 
ter prospect does not seem to inspire much 
confidence among ordinary Kashmiris, 
given the shabby treatment meted out to 
their fellow countrymen in Pak occupied 
Kashmir by Islamabad The reports about 
the lecent elections there and the lepres 
Sion following it should disabuse those 
among the Kashmiris on this side of the 
border who believe that things would be 
belter if they become a part ol Pakistan 
ot then illusions Bui the Islamic funda 
mentdiist militants enjoy moral and armed 
support from Pakistan which gives them 
an edge ovci ihe tkl F Most ol Ihe kid 
nappings killings and extortions are being 
done by these iundamentalisl groups 
whose superior lire powei inliinidales the 
ordinalV Kashmin tili7ens Young victims 
of stale icprcssion eithei out of the need 
tor sheer protection u vengeance art 
gravitating to these groups who appear to 
he more powerful than ihv pro indipcn 
denci groups like the IKI 

foi the pel sun in the street in Kashmii 
It IS a traumatic situation 1 he atrocities 
by the Indian stcuiity loiccs push him to 
oppose the Indian state But, unlike his 
eountirparis m other areas ol India he 
does not havi any dcmueratie aveiuie to 
evpiess his opposition Unlike also Ihe na 
lional itbeiaiion movements in othci parts 
ol the woiid he does not have iny parti 
tipaioiv roll in ihe seees'ionisi movimcnl 
in Kashmii dominated as il is h\ a hand 
ful of tiiroiist groups whitli iit getting 
in lit identilied with Pakistani intertsis 
(hail wiih the cause ot Kashmii s auto 
nomy leli without any option (he 
Kashmii I pcopli arc being dtaggtd down 
into a politically sell defeating marsh, 
walchtcl omplaccntly by Lett and secular 
loKcs III India which ictusc lo take up 
then cause and integrate ii wiih their 
political pioj lammc 

l)l VAl UAl ION 

Easy V^ay Out 

1 IRSl when int rupee is devalued by 8 ^ 
per cm thev deny altogether that It was 
a dtvaluation claiming that it was only 
an adjusiinciit of the exchange rate in the 
ordinaly tourse of things Within 48 
huuts (he rupee is devalued further, this 


Chile by )1.35 per cent. 
bothere CO conceit that it ieedetwhwriaii; 
now the whole effort u coneenintsd on 
rationibnng the measure It is foifotten 
altogether whether the downward adjust¬ 
ment of the nipec^s ochange rate amounts 
to a devaluation or a deprecuition or what 
have you The day after the second dose 
of devaluation the finance minister an¬ 
nounces that “India’s foreign exchange 
crisis IS over for the present” and thanks 
foreign governments The next day, m his 
inaugural address to a seminar on the ’na¬ 
tional economic crisis’, he makes a forceful 
defence of the devaluation and the trade 
policy reforms announced by the com- 
meice minister and takes the opportumty 
once again to thank international agencies 
and foreign governments for the suppor 
ting role they have supposedly pla^ in 
the resolution of the crisis Somewh^ in 
a corner of the newspapers the same day 
IS the report of a large team of IMF of- 
ticials having reached New Delhi for 
discussions with the government 
The sequence ol events is significant 
When the rupee was administered the Hrst 
dose ol devaluation, it was perhaps 
thought that the forceful denial that it 
amounted to a devaluation at all, a denial 
strongly defended by several academics, 
would send the necessaiy signal abroad 
without the government having to face 
domestic inticism for resorting lo devalu¬ 
ation when (he case for such a step was 
by no means clear Alter all, despite the 
rupee’s depicciation by over 10 per cent 
in Ihe past six months theie had been a 
sharp deceleration in the growth ol ex¬ 
ports The commcict minister’s subse 
queni statement on trade policy relorm 
clearly biought this out But evidently the 
signal sent by the first dose of devalua 
(ion was noi tound suliiciently impressive 
by the concerned international agencies/ 
govcinmenis So something more needed 
to be done and that too immediately 
Hence there had to follow not only the 
second dose of devaluation, with the 
pretence that it was only an exchange rate 
adjustment being discarded, but also the 
trade policy reform package along with a 
public commitment to further measures 
Does not the sequence of events tell 
clearly who really is in the driver’s seat^ 
All (he bold talk that the government will 
not accept any conditionality that goes 
against the national interest is so much 
hot air The fact is that wc are being given 
no option and arc being made to sign on 
the dotted line And all because we have 
chost.i to follow the easy, though suicidal 
path ol borrowing moie and more—this 
time under the IMF umbrella—in order 
to meet our debt sei vicing obligations 
1 he IMF path is easy once one develops 
a thick skin and becomes insensitive to be¬ 
ing ordered about regarding what national 
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dot* oM hiM to ttlK hind decbkm 
lettnictunng trade or the budget—the 
type of restructuring that would certainly 
tw very different from the one the IMF 
would have us adopt 

DELHI UNIVERSITY 

Low Politics 

A Correspondent writes 

FOR the last lew months politics among 
the Delhi University teachers seems to be 
following in the tracks of their students 
Opportunistic alliances among political 
groups, factional quarrels, 'dharnas', 
boycotts and, finally, physical assaults, 
have come to mark the operations of the 
Delhi University Ibachers' Association 
(DUTA) 

During the anti Mandal agitation, the 
Congres$(l) had joined hands with the 
BJP to oust the left from the leadership 
of DUTA Ever since then this cabal had 
been running the show of the teachers' 
organisation and disrupting the function¬ 
ing of the university At the end of May 
this year, they physically removed the then 
head of the education department, Krishna 
Kumar, alleging irregularities in appoint 
ments in the Maulana Arad Centre tor 
Elementary and Social Education Their 
mam grouse was over the appointment of 
A k Jalaluddin, former director of 
NCERl (National Council of Lduca 
tional Research and Training) who they 
feared would become the next head Since 
their own candidate did not possess the 
necessary qualifications to compete with 
Jalaluddin’s, they felt that the b«i way to 
block the latter’s entry into the depart 
ment was by a demonstration of their 
physical might They succeeded in their 
game The university’s executive council, 
at a recent meeting, endorsed the pro 
fessorship of the candidate set up by this 
group As for Jalaluddin, he is reported 
to have been advised by the vice-chan 
celloi to “lie low for sometime* He is 
believed to be reluctant to move into the 
quarters allotted to him in the campus— 
the allotment again having been made 
into another issue by the Congressd) BJP 
coterie—because of fear of insecurity 

The vice-chancellor’s role in the entire 
incident has come in (or criticism by the 
university’s teaching community in general 
In spite of repeated requests lor setting up 
an inquiry into the incident involving the 
assault on Krishna Kumar, he sat on the 
matter for more than a month Only 
recently an investigation team has been set 
up, with the university’s proctor as one of 
Its members Meanwhile, even those 
among the teachers who were alleged to 
have been a part of the group which for- 
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floe wete allowed to eppear for interview 
before the selection committee which 
recently met to appoint professors 
Teachers feel that by permitting this, the 
vice-chancellor is “rewarding coercion*’ 
and succumbing to the bullying tactics of 
the Congress(I)-BJP combine 
Cracks have, however, appeared m the 
Congress(I) BJP alliance—not on account 
of the so-called ideological differences 
that the national leaders of the two parties 
are at pains to assert every now and then, 
but the very opportunist motives that m 
itially made them come together A tussle 
has broken out between the Congress(l) 
and the BJP groups over appointments in 
the Indira Gandhi Institute of Physical 
Education the governing body of which 
IS headed b\ the BJP leader V K Malhotra 
The Congress(l) suspects that the institute 
IS being filled with BJP people, while its 
own candidates are being left out The 
Congres5(l) president of DUTA gave a call 
foi ‘dharna’ in front of the vice chan 
cellor’s of ice recently protesting against 
the appointments m the institute. The BJP 
faction of DUl A promptly issued a state 
ment opposing the ‘dharna’ It would be 
interesting to watch how the vice 
chancellor deals with this tncky situation 
Which ot the two groups will get Ihe 
‘reward’ in this competition of coercive 
polilics—the repiesentatives of the ruling 
party or ihose from the BJP’ 

NRI DEPOSITb 

Stemmilig the Outflow 

SOURCES m the finance ministry have 
for quite some time been reported to be 
extremely concerned over the heavy with 
drawal of funds from the special NRI 
deposit accounts That was before the 
rupee was devalued, the first phase of 
which was initially described by the same 
sources as only routine adjustment of the 
rupee’s exchange rate Following the two 
stroke devaluation, enquiries were reported 
“to be pouring in from abroad about the 
re conversion of rupees in the NRE R ac 
counts to foreign currencies” Could it be 
that the NRls had got wind of the forth 
coming devaluation’ Or were they reacting 
to the worsening external liquidity posi 
tion of the country relative to the obli 
gations to be discharged wei k after week ’ 
These questions will have to await clear 
answets until such time as much more in 
formation becomes available 
However, that holders of NRLR ac 
counts have been ,mxious to convert their 
external rupee deposits into foreign cur 
rencies in the wake of the devaluation is 
quite understandable Here were NRls 
who hac put their foreign earnings in 
rupee deposits without realising that the 


earned did not compenute them for the 
risk of exchange depreciation Even 
though the deposits were in theory 
repatriable, in actual practice a five-year 
deposit taken in 1986 would, when en¬ 
cashed with interest in dollars in 1991, 
have barely managed to retain its onginal 
dollar value because in the meanwhile the 
rupee had depreciated by almost 70 per 
cent And it the encashment fell due after 
the latest devaluation, the dollar out-take 
would be smaller by 20 per cent Who in 
their right senses would go in for an in¬ 
vestment like this’ 

Evidently, manv did Or else how could 
the NRLR accounts have added up to over 
Rs 6,000 crore as on April I, 1990’ The 
only explanation can be that these 
depositors never expected the rupee to 
depreciate at the rate it actually did over 
the past five six years ( ertatnly they 
could not have foreseen that on top of the 
depreciation from time to time, there 
would also be a sharp one time devalua 
non as well In fact, precisely because the 
calculations of these depositors had gone 
awry, for the past two years at least ih *re 
had staited a net outgo from the NRI R 
accounts 

Still, if an amount as large as Rs 6,000 
crore was outstanding in these accounts, 
should noi the government have done 
something to prevent the outflcw parti 
cularly after the decision to devalue the 
lupee’ On the one hand, we are prepared 
to go all out in surrendering to the con 
ditionalities of the international agencies 
On the other we just would not do the 
right things bv our own people 

Our government’s attitude on the sub 
ject IS reflected in the finance minister’s 
dismissal ol Jyoti Basu’s suggestion to tap 
NRls with the observation that “NRls will 
not send any monev to India as long as 
our reserves remain at the dangerously low 
level that they are now” Is not the govern 
meni s most immediate problem to prevent 
the outflow of several billion dollars worth 
ol NRI deposits it holds already’ But 
because the government s sights are fixed 
on the IMT loan it has closed its mind to 
alternatives 

SPORIS AND M’ARimin 

Hasty Stop 

I HI Inuni.itionai Olvnipic Commiiit'c’s 
decision 10 icadmii Souiii Africa into (he 
Olympic fold and allow its participation 
in I he Baicelona Games next yeai is not 
onlv hasty but as the picsident of the Na 
tional Olympic and Spoits ( ongress ol 
South Africa has pointed oilt, these ac 
lions tivt the impression that they are 
rewarding the oppri-ssor instead of the 
people who have been fighting against 
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j^anheid for the past 30 yean”. The hasty 
lifting of the ban on South African par¬ 
ticipation in sporting, cultural and in¬ 
tellectual Helds will make the new phase 
of struggle against apartheid more 
difficult. 

While there can be no doubt that 
economic sanctions against white South 
Africa was a major external factor in 
bringing about the current changes in the 
apartheid structures, it was the long years 
of isoiation of the country’s sporting, 
cultural and intellectual interests which 
brought the issue of apartheid into open 
debate in these circles and created a 
signiHcantbody of opinion which at the 
ninimuni saw apartheid as an obstacle to 
South Africa's integration into the world 
community. With the lifting of apartheid 
laws, these sections will play a signiHcant 
role in the long process of breaking down 
race prejudices. On the other hand, it is 
equally true that, with notable exceptions, 
little has been done to alter the structures 
of professional sports associations in 
South Africa so as to allow for greater 
participation of the black community. If 
South Africa were to be allowed to par¬ 
ticipate in international meets, not only 
would the participation be confined to 
whiles and be unrepresentative, but there 
would be no real pressure on sporting 
bodies to incorporate the changes which 
alone would encourage black involvement 
in sports. 

It may be argued that participation in 
sports IS in any case the privilege of a few 
in most third world countries Where covert 
social and economic discrimination en¬ 
sures that access to sports is not available 
to the large majority. And international 
sporting bodies have never bothered about 
this enough to encourage their members 
tp widen the base of sporting activity. 
However, in the case of South Africa 
where racial discrimination is not only 
oven but is state policy, international 
bodies have a special responsibility which 
has not been discharged merely with the 
banning of South Africa jn the past. If 
apartbeid is to be discarded, the inter¬ 
national sporting, cukural and intellectual 
communities will have to play a new role 
now by putting positive pressure on South 
Africa not only to allow black participa¬ 
tion but to introduce positive discrimina¬ 
tion to make that objective a reality. 

BHOPAL DISASTER 

Operation Burial 

WHATEVER be the pronouncements of 
the government and whatever the suted 
intentions of political parties, there is 
Jnem^ag evidence that every effort is be- 
ing amde to biury the Uiopal disaster once 
and Ibr all. Thm is, for one thing, the 
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growing attempt to suppress htlicirmaHon'-- 
whereas earlier one could at least gain 
some access to research Endings, even if 
these were very limited, now it would seem 
the authorities are making no pretence of 
being open. For instance, a recent request 
from this weekly for a copy of the annual 
report of the Bhopal Gas Disaster 
R^arch Centre, a unit of the ICMR, has 
been rejected on the grounds that “the 
publication of papers on MiopsI prepared 
by the ICMR, etc, require cleaianwof the 
Ibchnicai Committee constituted by the 
ministry of petroieu^ and chemicals”. 
This means that inforj^tkm on the status 
of research studies on Bhopal is virtually 
unavaiiabte: The added absurdity is of 
course the fact that the annual report of 
any of these institutions is only a caieHdly 
edited review which tells the reader 
precisely nothing. 

What makes this intense secrecy alar¬ 
ming is the persistent rumour that the 
ICMR has decided to shelve the ongoing 
studies on MIC. While the project 
authorities have in interviews with jour¬ 
nalists denied the rumours, there is no way 
to check on this because the ICMR has 
not made known the conclusions reached 
after the long overdue major review it 
undertook recently. It may be pointed out 
here that the only benendary of this move 
would be the Union Carbide, because 
there would then be no way of directly 
establishing the toxicity of the gas which 
leaked out of its Bhopal plant. It is in this 
context that the projea director’s state¬ 
ment that the all medical research papers 
are being whetted by the department of 
petroleum and chemicals is intriguing. 

In addition to all this are the frequent 
reports of the Stete government’s various 
attempts to obliterate the data base by 
demolition of the hutments in the gas- 
affected area ostensibly as a part of its 
slum improvement programme. Only 
recently over 3,000 hutments have been so 
demolished and the residents moved to 
colonies outside the city. In effect this 
means that there wpuld be no gas-affected 
population to speak of. More importantly 
it makes a mockery of the much publicis¬ 
ed basis—easy access for the gas-affected 
population—on which the health infra¬ 
structure, such as it is, has been design¬ 
ed. Such moves would also obviously 
affect the mobilisation of the gas victims 
and strilre at the organisational efforts of 
groups like the very vocal Gas Peedit 
Mahila Udyog Sanghalana. With members 
scattered far and wide, these groups would 
collapse. If this trend is allowed to per¬ 
sist not only will the already faint collec¬ 
tive memory of the disaster fade from 
people’s minds, but ail the physical 
evidence will have either been obliterated 
or irrecoverably scattered. 


TWENTY YEARS AGO 

Em July 10, 1971 

Neither the report of the Committee 
on Differential Interest Rates nof the 
Minute of Dissent appended to it really 
comes to grips with the problem of how 
the instrument of credit could be used 
to help the ‘weaker sections’ of sodetjs 
The majority report aims reaHy at m^ 
taining the status quo. Faced with the 
finance minister’s public conwnttmeM. 
aaade at one of his meetings with badan 
Igst year, that commercial banks wouM 
charge lower intmit tatM on loMalt 
certnin categories of bo r r o w er s , Biam» 
jority rqwrt u quite dearly conoemadl 
with makiiig this rainisierial oommitinent 
as meaningless as possible. Its attitude 
throughout is that of finding problems 
for every solution,.. 

Ii one looks beyond the banks and the 
co-operatives, it will be immediately m>- 
parent that there is already a differ^ai 
interest rate system for credit prevalent 
in the country. The so-called 'unoiganis- 
ed’ market for credit has been the despair 
of all those who have surveyed the coun¬ 
try’s monetary system. The extent of the 
operations of private moneylenders has 
been the subject of various guestimates 
and in agriculture; at any rate; it has been 
offidally conceded that at the beginning 
of the fourth Plan, after decades of ef¬ 
fort to promote co-operative credit, the 
moneylender still supplied two-thirds of 
aggregate credit. The interest rates charg¬ 
ed by the moneylender vary, but generally 
they are a multiple of the highest rates 
charged by the banks or co-operativei. 

To strike a blow on behalf of the 
‘weaker sections’, what is necessary is to 
reduce the interest burden on (i) the smaO 
borrower with viable projects who new 
depends on the mrmeyiender; and (U) the 
potential small borrower with viable pro¬ 
jects who is deterred by the high rates of 
the moneylender’s extortions to latei, hot 
has no access to the banks or the co¬ 
operatives. This can be done (I) by so ex¬ 
panding the supply of credit through the 
banks in relation to the total demand for 
credit in the economy that the money¬ 
lenders’ interest rates are forced down; 
and (ii) more selectively, by banks lending 
more to those sections who now depegd 
on the moneylenders. The latter would 
require banks to increase the flow of 
funds to those sectors which are leiativtiy 
more dependent on the moneylender 
and, further, within these sectors, pick 
out those categories of borrowers who 
have so far bad little or no access to 
bank funds. 
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STATISTICS 


Ifawtion (per cent) 


Index Nundien of Wholesale Pricea 


Latest 

Over 

Over 

Over 





<tMI42 - >00) 

Weight 

wecK 

Last 

Last 

March 

In 

In 

In 

In 

lS-6-91 

Month 


31, 1991 

90-9r‘ 

89-90 

88-89 

87-88 

All Commodities 

171.4 

I9S.3 

0.7 

10.3 

1.8 

10.2 

75 

82 

5.8 

Primary Articles 

166.9 

%l.9 

0.9 

12.7 

3.3 

13.1 

49 

11.3 

9.1 

Food Articles 

177.3 

220.2 

2Xt 

13.1 

4.S 

11.9 

99 

90 

10.2 

NoH'food Articles 

176.4 

214.4 

-0.7 

IS.1 

1.9 

169 

-17 

216 

11.3 

Fuel, Power. Light and Lubricants 

164.9 

I89.S 

OJ 

14.1 

0.5 

11.9 

5.5 

35 

6.7 

Manufactui^ Products 

174.7 

192.6 

0.7 

8.2 

1.2 

11.9 

94 

72 

37 






Variation (per cent) 



Cost of living Index 


Latest 

Over 

Ovw 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Vear 

1991 

1990-91 

1989-90 

88-89 

87-88 

Industrial Workers 1982 » 100 

202* 

05 

12.2 

05 

112 

65 

91 

91 

Urban Non-Manual Employees I984-8S ° 100 

169’ 

— 

13.4 

— 

110 

69 

82 

79 

Agricultural Labourers July 60 to 

843' 

18 

13.9 

NA 

NA 

32 

11 4 

12 5 

June 61 100 














Vanaiion (per cent in 

brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 






Week 

Last 

Last 

Match 23. 

In 

In 

In 

In 



(31 S-91) 

Month 

Vear 

1991 

90-91 

89.90 

88-89 

87-88 

Money Supply (M,) 

Rs crore 

2.78.449 

3,970 

38,953 

10,405 

34,300 

28,571 

22,027 

22J19S 



(14) 

(16 3) 

(3.9) 

(14.9) 

(18.1) 

05 7) 

(18 8) 

Net Bank Credit to Government Sector 

Rs crore 

1.48.565 

2,391 

23,423 

10.566 

21,778 

12,715 

12,811 

12,776 

Bank Credit to Commercial Sector 

Rs crore 

1.73,872 

1,418 

21,110 

3,510 

19,552 

20,531 

12.389 

1134 

Net Foreign Exch Assets of Banking Sector 

Rs crore 

7,364 

485 

1,140 

-653 

1,429 

637 

682 

1,314 

Deposits of Scheduled Commeicial Banks 

R$ crore 

l.M,480 

1,382 

27,862 

7J91 

24,230 

22,041 

15,321 

17,320 



(07) 

(16 3) 

(3 8) 

(14.5) 

(18 7) 

(14 9) 

(20.3) 

Foreign Exchange Assets 

Rs aoK 

2.677 

252 

-2,667 

-l.32t 

1,710 

-830 

508 

604 

Weights 

Latest 

(104) 

(-499) 

(-33.0) 

(-300) 

(-116) 

(-66) 

(8 6) 

Index Numben of Induelrial 

Production 

Month 

Averages for 


Variation (per cent) 


(1980-81 - 100} 


(Nov 90) 



In 

In 

In 

in 

In 




1991-92 

1990-91 

1990-91 

1989-90 

1988-89 

1987 88 

1986 87 

General Index 

100.0 

2019 

200 3 

182.8 

8.3 

87 

73 

91 

87 

Mining and Qudriying 

11 S 

1990 

202 8 

199 7 

59 

79 

38 

62 

42 

Manuiacturing 

77 1 

197.9 

193 6 

175 6 

83 

87 

79 

93 

97 

Electricity 

114 

2321 

230 5 

214.4 

10 7 

95 

77 

10 3 

85 

Basic Industries 

394 

NA 

NA 

NA 

NA 

99 

96 

92 

68 

C apital Goods Industries 

164 

NA 

NA 

NA 

NA 

74 

15 9 

18 2 

106 

Intermediate Cioods Industries 

20.5 

NA 

NA 

NA 

NA 

II 5 

48 

44 

75 

Consumer Goods industries 

23 6 

NA 

NA 

NA 

NA 

60 

65 

7 1 

12 5 

Durable Goods 

26 

NA 

NA 

NA 

NA 

221 

78 

189 

18 7 

Non-Durabic Goods 

21.0 

NA 

NA 

NA 

NA 

24 

62 

49 

II 5 

Foreign Trade 

Unit 

Latest 

C uinulative for* 

- 







Month 
(Mar 91) 

1991 92 

1990-91 

1990 91 

1989 90 

1988 89 

1987 88 

1986 87 

1 xporis 

Rs crore 

3,427 

32,527 

27,681 

27,681 

20,302 

15.741 

12.452 

10,895 





(36.3) 

(29 0) 

(26 2) 

(14 3) 

( 7 2) 

Imports 

Rs crore 

3,625 

43,171 

35,416 

35,412 

28.194 

198 

10.644 

7,735 





( + 25 6) 

( + 219) 

(112) 

t2 2» 

(14 7) 

Balance of Trade 

Rs crore 

-198 

- 10,644 

-7,735 

7,731 

-7892 

6,658 

7,644 

8,763 

Cni|»loynient F.xrhange Statistics 

Unit 

Latest 

Cumulative for* 







Month 
Dec 90 

1991 

1990 

1990 

1989 

1988 

1987 

1986 


Number of Applicants on Live Register 
as at end of Period 

Thousand 

34,632 

34,632 

32,776 

34,632 

32,776 

30,050 

30.247 

30.131 

Number ol Registrations 

Thousand 

600 

6.541 

6.576 

6,541 

6,576 

5.963 

5.465 

5,515 

Number at Vacancies Notified 

Thousand 

46 

510 

600 

510 

600 

543 

621 

623 

Number of Placements 

Thousand 

25 

284 

289 

284 

289 

329 

360 

351 

income 

Unit 

1989^90 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1983 84 

1982-83 

Gross Domestic Product (current prices) 

Rs crore 

3,92,524 

3,49,105 

2,94,408 

2,60,442 

2.14.159 

2,07.869 

1,85,991 

1,58,851 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,95^37 

1,85,543 

1,70,716 

1,63,924 

1,57.148 

1,49,966 

1,44,310 

1,33,469 

Per Capita Income (1980-81 prices) 

Rupees 

2,142 

2.078 

1,910 

1,881 

1,852 

1.804 

1 780 

1,682 


* For current year upio latest month lor which data are available and tor corresponding period ol last vear 
** Excluding gdd and SDRs -i- Upto latest month lor which data are available NA Not available 
+ Provisional data ® Quick estimates 

Noitt (I) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the ligure is foi January and so on. 
(2) Figures in brackets denote percentage variation over previous period 
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COMPANIES _ 

Demand Constraint to the Fore 


Kumaran Pola 

BAIA INDIA’S domestic business during 
the year ended December 11, 1990 was 
seriously aflecled by the disturbed law and 
order situation in diHerent parts ot the 
country, especially in Punjab, Jammu and 
kashmir and the north eastern states The 
directors are anxious about the decline in 
the disposable income of the middle class 
which forms the backbone ol the com 
panv's business in the wake of inflation 
which worked out to be oser 12 per cent 
per annum The problem was compound 
ed bv the sharp increase in the cost of 
almost all raw materials and in operating 
expenses Because of the fear ol a further 
decline in sales volumes, the cost increases 
were not passed on to the consumers 
In view ot the uncertain conditions in 
the domestic market, the company locus 
ed on the development ol export business 
b Xpert sales amounted Rs 11 29 cioic 
during 1990 compared to Rs 8 II ciorc 
during 'he preceding year Most ol the 
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company’s exports were to free currency 
areas such as North Ameiica and Furope 
Lxports of mcahandise manufactured by 
third parties registered an improvement at 
Rs 105 crore in 1990 The combined 
exports increased to Rs 18 14 crore Irom 
Rs II 94 crore As against this, the foieign 
exchange outgo amounted to Rs 5 61 ciorc 
duiing 1990 as compared to Rs 191 crore 
during the preceding year Ol these, the 
laigest amounts of Rs S 06 crore in 1990 
and Rs 160 crore in 1989 were spent on 
importing raw materials, spare parts and 
components and «apital goods The im 
ported raw materials, spare parts and 
components lepresentcd 1 per cent of the 
total consumption in both the years The 
company spent Rs I 94 crore on lescaich 
and develof»mcni during 1990 This 
lepicscnted 0 11 per cent ol its turnover 
The aieas in which R and D was carried 
out included piccess and materials 
development and leather technology I he 
company developed cold moulded insoles, 
moulded lubber unit soles and PVC unit 
soles with leather inse'-t The directors 
claimed the value of production based on 
in house R and D in 1990 at Rs 2210 ciorc 
woith of shoes numbeiing 44 lakh pairs 
and Rs 7 80 crort worth ol upper leather 
totalling 2 26 crore KVT The company 
developed the ability to use rubber sole* 
in place ol PV( or vice versa depending 
on economic considerations without 
adversely affecting the value ol products 
or presentation R and D efforts lesiiltcd 
in energy conservation too According to 
the directors, energy conseivatioii 
measures resulted in ah annual saving of 
Rs 19 lakh ot 7 7 per cent of total cost 
of energv in 1989 The apparel and 
gaiinent business improved and accounted 
toi 10 per cent of retail sales 

An amount ol Rs 119 crore was spent 
by wav of capital expenditure as against 
Rs 140 crore in 1989 T he expenses were 
largely on modernisation of the com 
paiiy’s retail outlets and factories A new 
highly versatile Simpak 18 station 
bicolour injection moulding plant has 
been installed in the company’s premier 
factory at Bangalore for the pioduction 
ot ’state ot the art’ injection moulded 
shoes with synthetic and textile uppers 
and specially developed PVC compounds 
as soling mateiial 

The highlight of the company’s finan¬ 
cial pertormaiice dut tng 1990 was the im¬ 
provement in Its return on investment 
from 2 77 per cent to 5 35 per cent The 
company improved the return on owners’ 


equity considerably It was the smart rise 
in the net profit margin on sates, ratho' 
than the assets utilisation ratio 
(salcs/assets) which declined during the 
year, that helped the rates of return The 
company was able to bring down its 
debt A'quitv ratio from I 861 in 1989 to 
I 48 I in the latest year and raise its in¬ 
terest coverage ratio from 1 73 times to 
I 77 times 1 he current ratio at 215 as 
against 211 in the preceding year reflected 
pressure on the working capital There was 
accumulation ot finished goods inven- 
101 les as also unpaid sundry creditors 

UTI 

Many Landmarks 

I he year ended tune 10, 1991 was a year 
ol achievements lor the Unit Trust of 
India (UTI) on several fronts The UTI set 
scveial landmarks during 1990-91 It ctoss- 
cd the target of one crore unit holders 
The investible funds crossed the Rs 20,000 
I lore mark A s’ligle scheme, i e. Monthly 
Income Scheme with (irowih 90 (II), net 
ted more than Rs 1,000 cioie Similarly, 
the UCiS 2000 brought in more than 10 
lakh unit holders T he U FI introduced as 
many as six new schemes in a single year, 
three ot which were growth oriented 
schemes The UTI mobilised over Rs 4,000 
crore (excluding sales to corporate sector 
under Unit Scheme 1964) during 1990 91 
as against Rs 2,7(X) crote mobilised dur¬ 
ing the preceding year I he sale ol units 
to the corporate sector under US 64 
scheme declined from Rs ? 811 crore to 
Rs 111 crore 

Ihrcc new growth schemes were offered 
by the Ull III 1990 91, namely. Unit 
Growth Scheme 20(X), Master Equity Plan 
and Mastergain Also, three tixed-income 
schemes were offered, namely. Deferred 
Income Unit Scheme, Monthly Income 
Unit Scheme'With Bonus and Growth 

1990 (MlSG-90 II) and Monthly Income 
Unit Scheme with Bonus and Growth 

1991 (M1SG91) A special Odd Ix)t 
Scheme was introduced as a service to odd 
lot shareholders and debenture-holders 
for converting then odd lots into units of 
UTI schemes 

Dividends under all the ongoing 
schemes have been raised Dividend under 
the Unit Schemc-1964 has been stepped 
up from 18 to 19 5 per cent improving the 
yield on the July price this year from 13 4 
(ler cent to 14 2 per cent In Mastershare, 
the pioneer equity based scheme floated 
by U n, a bonu$ of 12 has been declared 
in addition to maintaining the dividend 
at 18 per cent Dividend rates under other 
two open-ended schemes, vi7. Children’s 
Gift Growth Fund 1986 and Parents’ Gift 
Growth Fund 1987, as also the other 
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pravirions orthe schemes. Bonuses of 5 
per cent and I.7S per cent have also been 
announced under Children’s Gift Growth 
Fund (on completion of five years of 
operation) and Monthly Income Unit 
Scheme-9 (on completion of three years) 
respectively. 

In keeping with the objectives of pro¬ 
moting equity cuh among the investors 
and bringittg about an orientation in 
favour of individual investors, three 
growth oriented equity based schemes, 
viz, (i) Unit Growth Scheme-2000 
(UGS-2000), (ii) Master Equity Plan 
(MEP) and (iii) Capital Growth Unit 
Scheme (Masteigain), were introduced this 
year, besides having two series of the 
popular Monthly Income Unit Scheme, 
viz, MISG-90 (II) and-MISG-91, as also 
an innovative scheme. Deferred Income 
Unit Scheme, that defers income in the 
initial years and provides higher income 
in subsequent years. The UTI also suited 
from October 1990 a scheme for unitisa- 
tion of 'odd lots’ of shares and deben¬ 
tures. It is operated from Bombay, 
Delhi, Calcutu, Madras and Ahmedabad 
and presently covers 245 shares and 
debentures. 

UTI invested Rs 4,229 crore in equities 
(19.8 per cent of investible funds) while 
the total investment in the corporate sec¬ 
tor has been Rs 12,775 crore, i e, 61 per 
cent of total investible funds. The sanc¬ 
tions increased by 66.7 per cent from 
Rs 1,487 crore to Rs 2,479 crore while 
disbursements increased by 42.5 per cent 
from Rs 1,025 crore to Rs 1,461 crore. In 
order to reach the goal of one crore unit¬ 
holders, the UTI devised a marketing 
strategy that could bring as many as 3.5 
million applications in a single year. 

The India Fund with £ 94.2 million (in- 
clu.sive of rights issue) which the UTI 
floated in 1986 has been performing con¬ 
sistently well and in fact has appreciated 
to £ 235 million. The second international 
fund of the order of S 60 million had its 
NAV at S 14.18 on May 31, 1990. 

The Mastershare scheme has been very 
popular. Besides offering a rights issue 
earlier, issue of bonus shares has been 
declar^ this year in the ratio of 1:2. The 
dividend has been maintained at 18 per 
cent. Its NAV stood at Rs 37.21 as on June 
19, 1991 indicating a growth of 272 per 
cent over the last four and a half years. 
The value of total assets held by the fund 
is to the tune of Rs 843.65 crore. It has 
also been decided to extend its tenure by 
10 more years, i e, up to October 2003. 
However, investors will have the option of 
withdrawal at NAV based tepurdiase price 
after expiry of the stipulated period of 
seven, years on October 19, 1993. 


ANDWRA BANK 

AU-Round Growth 

ANDHRA BANK continued to record 
good progress among the nationalised 
banks during the year ended March 31, 
1991. The bank improved the owned funds 
position as also deposits and advances. It 
also introduced various schemes for pro¬ 
viding better service to its clientele. 

The total deposits of the bank stood at 
Rs 3,534 crore at the end of March 1991. 
The average aggregate deposits increased 
frmn fo 2,560 crore in 1989-90 to Rs 2,890 
crore in 1990-91, recording a growth of 
12.9 per cent. During the year, the total 
number of deposit accounts increased to 
70.84 lakhs from 65.42 lakhs and the 
deposit account in size group of up to 
Rs 5 W) per account constituted about 85 
per <^t of the total deposit accounts. To 
mobilise additional resources, the hank 
introduced two new schemes during 
1990-91--‘Kisan Mitra’ for the benefit of 
tarmers and 'Mcdi-Claim’ with medical 
insurance benefit to depositors with low 
premium. 

The total advances of the bank rose 
from Rs 1,683 crore to Rs 1,888 crore, 
recording a growth rate of 12.2 per cent. 
The credit/deposit ratio stood at 53.42 po’ 
cent at the end of March 1991. The 
number of borrowal accounts of the bank 
at the end of March 1991 was about 12.77 
lakhs and accounts in the size group of 
up to Rs 10.(X)0 constituted 81 per cent of 
the total. With 71 per cent of offices 
located in rural and semi-urban areas, the 
bank continued its thrust towards rural 
development. Total priority sector len¬ 
dings stood at Rs 724 crore at the end of 
March 1991. The number ot borrowdl ac¬ 
counts under the piiority sector stood at 
7.86 lakhs accounting for 62 per cent of 
the all borrowal accounts of the bank. 
Credit assistance to weaker sections was 
Rs 192 crore at the end of March 1991 
with 5.42 lakhs borrowal accounts and 


exceeded the targrt of 25 per cent and 10 
per cent of priority sector and net bank 
credit, respectively. The bank’s assistance 
under the New Twenty Point Programme 
was Rs 571 crore with 7.31 lakhs 
beneficiaries at the end of March 1991. 
Advances outstanding under the DRI 
scheme stood at Rs 17 crore with 82,000 
borrowal accounts constituting 1.01 per 
cent of the total bank credit of the 
previous year of which Rs 6.8 crore was 
extended to SC/ST beneficiaries which 
worked out to 40 per cent of the total. 
Under the Integrated Rural Development 
Programme, the bank has provided finan¬ 
cial assistance to the extent of Rs >43 
crore during the year. The outstanding 
amount under IRDP at the end of March 
1991 stood at Rs 35 crore with l,4l,0(D 
borrowal accounts. 

In accordance with the guidelines issued 
by the government of India, the agri¬ 
culture and rural debt relief scheme, 1990 
has been implemented by all eligible bran¬ 
ches, providing debt relief to 1,70,770 
beneficiaries with an amount of Rs 48 
crore by the end of March 1991. 

The bank handled a total foreign et- 
change business of Rs 3,104 crore, com¬ 
prising exports, imports, remittances and 
inter-bank transactions for the year end¬ 
ed March 1991. The outstanding export 
credit reached a peak level of Rs 91.23 
crore and stood at Rs 75.64 crore on 
March 31,1991. Non-resident deposits at 
the end of March 1991 stood at Rs 49 
crore. Credit card business during the year 
1990-91 crossed Rs 95 crore. 

During 1990-91, the bank floated a 
wholly owned subsidiary called Andhra 
Bank Financial Services for undertaking 
activities such as merchant banking, leas¬ 
ing, hire purchase, etc The bank also 
floated AB Homes Finance, a housing 
finance company. The bank joined with 
Canara Bank in promoting CanBank Fac¬ 
tors, a factoring company which is to be 
launched shortly. 
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The sympathy ikctor has temporarily saved the day for the party 
of the Ndiru-Gandhis. But few expect the Congressfl) to be able 
to maintain its facade of unity beyvad a few months; the season 
of ass^ing permutations and combinations of loyalties would 
then resume. Another referral to the electorate would be 
unavmdable. Should the premier political party’s survival be 
regarded as of overriding importance for ensuring the survival of 
the nation, another assassination would evidently be called for. 


THESE are liberalising days. Why not a 
free float fw the imagination too? So here 
goes. 

In the just concluded elections, the 
Congiessfl) party has secured a lesser pro¬ 
portion of the total votes cast than it did 
in 1989. Had Rnjiv Gandhi not been killed, 
the party’s share of the vote, it is now 
obvious, would have fallen further, and it 
would have won at least 70 less seats in 
the Lok Sabha than the plumber it has ac¬ 
tually won. Its aggregate tally would then 
not have exceeded the scraggy figure of 
ISO or thereabouts. In such circumstances, 
the Congress!!) might have ceased to be 
the country’s first party. To call upon it 
to form the government would have been 
awkward for the president, and he would 
have been constrained to look toward the 
direction of either the National Front-Left 
Front combination or the Bharatiya Janata 
Party. In that kind of dicey situation, 
Rajiv Gandhi would have been in trouble. 
He would have led his party to two suc¬ 
cessive electoral defeats, the second even 
more comprehensive than the earlier one 
Discontent with the manner he had con¬ 
ducted its affairs would have grown vocal 
in party circles. He might then have 
resigned the party pre.sidentship on his 
own; were he to show some reluctance, he 
could evoi have been shown the door. The 
Nehni-Candhi primogeniture would 
therrtty have come to a whimpering end. 
Let us be candid about it, Rajiv Gandhi 
did not possess evoi one per cent of the 
political acumen his mother had; he also 
lacked the gutsiness she was famous, or 
notorious, for. The odds against his charg¬ 
ing back to the command of the party 
woijld thus have been high. He might at 
most have succeeded to lead a rump of 
it. the prospects would have appeared so 
bleak that even the majority of the caucus 
would have left in search of other pastu¬ 
res. There would be little point in lamen¬ 
ting. An authoritarian outfit, which had 
dispensed with all democratic procedures, 
was unlikely to go on for ever. It woijld 


beliardly surprising if it met its nemesis 
this harsh way. Rajiv Gandhi would have 
joined the ranks of forma’ prime ministers 
fast crowding New Delhi’s alleyways. This 
is the flip side of it. Had Indira Gandhi’s 
offspring not been blown up by the 
assassin’s explosive, he would have been 
instrumental, because of his electoral non¬ 
success. for the country’s trek back to.a 
democratic milieu, one where nobody is 
more equal than anybody else. 

Whatever will not be will not be. The 
killing put oaid to that possibility. Those 
extra 70 scats the sympathy factor yielded 
has ensured the Congress(I) party’s con¬ 
tinuance as the nation’s premier political 
outfit. The government it has formed does 
not look very comfortable; but the point 
is its having been able to form the govern¬ 
ment at all. All is seemingly well that ends 
well. The consensus rides once more. The 
shouting brigade too is le-flexing its 
muscles. Within 40 hours of his induction, 
the new prime minister solemnly makes 
his pilgrimage to the shrine of that great 
Indian, Sanjay Gandhi. The Nehru- 
Gandhis, besid^ have hy now bagged, in 
a row, three Bharat Ratnas. Thank good¬ 
ness, the murder came about when it came 
about. Without it, it would have been 
touch and go. All the pieces have now 
fallen into their places; the happy days are 
here again. Should.thi$ tranquillity prevail 
for some more time; the government, 
a-wash with gratitude, might decide to 
award the Bharat Ratna to Sonia Gandhi' 
too; the citation would, predictably, refer 
to the fortitude and courage she showed 
in meeting the tribulations recently 
visiting her. Anything is conceivable in the 
country’s toady-infested milieu. 

All this is however only a half-depiction 
of India tomorrow. These are liberalising 
days, it would be grossly unfair to termi¬ 
nate the speculation at mid-point. The 
Congres.<i(l) is back in power, but the 
country^? problems will not go away. That 
party, someone would .sooner or later in¬ 


sist to insert in the records, is in fSset the 
country’s major problem. It is responsible 
for the mess in Kashmir. It has single- 
handedly ensured Punjab’s alienation 
from the rest of the country. No 
yet knows the sort of a deal it has siMiek 
with the ULFA or Bodo insurgents. Its 
return to power in both New Delhi and 
Dispur could nonetheless provide the 
necessary impaus to the squabbling fac¬ 
tions of the Asom Gana Parishad to come 
togaher and try a repeat of the Nellie-type 
adventures. The greed for power and pelf 
on the part of Congressmen has already 
made the landscape in Tripura murky 
beyond description; even grimmer things 
might follow. The Congressfl) is unlikely 
to have the slightest clue how to tackle any 
of these developments. The sympathy 
wave is in due course going to exhaust 
itself, but depredations under the cover of 
the Armed Forces (Special Powers) Aa are 
going to continue, fortifying the resolve 
of some fiercely dedicated young people 
in different parts of the country to take 
to the Kalashnikov, enough is enough. 

Meanwhile, the Congressfl) govern¬ 
ment, its minority status notwithstanding, 
would have signed on the dotted line ac¬ 
cepting all the conditionalities set by the 
International Monetary Fund. The out¬ 
come would be unsavoury, precisely in the 
manner all official economic decisions 
taken in the course of the past decade has 
been unsavoury, vide the confession of the 
new finance minister. Given the Fund’s in¬ 
sistence on further import liberalisation 
and Its encouragement of the devaluation 
of the rupee week after week and fortnight 
after fortnight, the line of credit it would 
finally agree to extend would not be of 
much help. Imports would continue to 
flow gushing in, the rupee cost of imports 
would keep climbing, exports would re¬ 
main sluggish as in the past, the balance 
of payments problem would become in¬ 
creasingly more intractable. The Fund 
would also demand an across-the-board 
increase in administered prices and heavia 
imposts of indirect levies; none of these 
would help (he restoration of internal 
price stability. The Fund would ask for a 
severe reduction in subsidies, the gradual 
dismantling of the public distribution 
system, the phasing out as much of social 
welfare-type of public activities as of 
various employment-creating rural works 
programmes, and the earmarking of all 
household savings for private investors. 
The new finance minister has already ac¬ 
corded diplomatic recognition to the sup¬ 
posed symbiotic relationship between 
transnational corporations and updated 
technology, and condemned the East 
India Company syndrome native econo- 
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mists suffer from. Whatever the Fund 
would demand would be granted to it, 
even a wage freeze and a new regime of 
beastly-sounding anti-trade union laws. 
Double digit inflation would aspire higher 
and higher, so as to reach the three-digit 
mark. The consequence is bound to be 
widespread social discontent; instead of 
stabilisation, we are likely to experience 
greater instability across-the-board. 

Every day, new trouble spots would be 
added to the old list. The People’s War 
Group could be further emboldened by 
the developments, reducing the administ¬ 
ration in .Andhra Pradesh to a non¬ 
functioning entity. Should Jayalalitha 
preside over the government in Tamil 
Nadu much in the temperamental manner 
she has been wont to run her party, that 
state too would be on the skids. There is 
little purchase in not being realistic; what 
is often lazily described as Oravidian na¬ 
tionalism could be more potent in the long 
run than remorse felt at a ghastly killing 
taking place on the soil of lamil Nadu. 
Sooner or later, some of the trickles from 
out of the sympathy ducts could then 
again begin to flow toward the direction 
of the ethnic Tamils in Sri Lanka, harassed 
and hounded in Sri Lanka and undergoing 
the trauma of an equally bitter hostility 
in India as well. At that juncture, some 
ancient and not so ancient history might 
once more assume relevance. The Libera¬ 
tion Tigers of Tamil Eelam had amongst 
their earliest patrons in this country not 
just Indira Gandhi, but Jayatalitha’s 
departed master and hero, M G Rama- 
chandran too. That rediscovery could 
cause a certain embarrassment. The ra¬ 
tionality of the human mind nudges itself 
to support the cause of whoever happen 
to be at the receiving end of an unfair 
stick So it could well be a different kind 
of tomorrow for Tamil Nadu from what 
is being currently promised from the Poes 
Garden balcony. 

Once the Fund and the world Bank 
really get going with their conditionalities, 
the poor and the middle clas.ses would 
begin to feel the pinch. Such i.s the essence 
of natural justice; the under-privileged 
alway.s have to account for the profligacy 
of the comfortably placed. The town 
cynics are nonetheless not going to be 
deterred. As the economic difficulties 
mount, they might even have the temerity 
to make fun ot the claim of supreme 
sacrifice, in the cause of the nation, filed 
on behalf of the Ndhiu-Gandhis. Are not 
the two assassinations, felling first the 
mother and, after an interval of seven 
years, the son. linked to a whole lot of 
other episodes? Suppose some cheeky in¬ 
dividual were to pass the comment that 


while he acknowledged the'ifidilky of 
individual terrorism and persoiuilised 
political murders, he could still not quite 
not feel like commiserating with people 
grievously wronged by the policies and 
practices indulged in by Indira Gandhi 
and her offspring. It would pertainly be 
a strain to defend the point of view that 
what the Nehru-Gandhis did in Pupjab or 
Kashmir or the north-«ast or $ri Lanka 
had advanced the nation’s interests in any 
manner. Opening the gates of Babri 
Masjid, blessing the shilanyas and Rajiv 
Gandhi’s pitch for Ram Rajya in the 
November 1989 elections apart, the 
Ramayana-Mahabhaiata weekly serials on 
the Doordarshan were among the Con- 
gressfl) party’s principal contributions to 
boost the cause of fundamentalism in the 
country. The Bharatiya Janau Party can 
take only a modest credit for its spec¬ 
tacular advance; most of that accolade 
really belongs to the Congress(l). 

The sympathy factor has temporarily 
saved the day"for the party of the Nehru- 
Gandhis. But its fortune and the nation’s 
arc now inversely correlated. TVue, not 
much confidence can be reposed m an 
electorate which votes one way in case 
there is a freak shower and another way 
if there is none. Kerala has provided the 
concretest evidence of the rate of literacy, 


Iw example, Itaving to do 
level of social awareness. But these •» 
short period contretemps. The law of 
historical inevitability would still come 
into its owa Developments in the economy 
and the polity apart, a minority govern¬ 
ment has to conform to its own whimsica] 
law of thermodynamics. Fewm^pect the 
Congres$(I) party to be able to maintain 
its facade of unity beyond a few months; 
the season of assessing permutations and 
combinations of lenities would then 
resume. Another referral to the electorate 
would be unavoidable Should the premier 
political party’s survival be regardto as df 
overriding imporunce for ensuring the 
survival of the nation, another assassina¬ 
tion would evidently be called for. Perhaps 
an insertion placed in the newspapers, in¬ 
viting suggestions on whom the choice 
might lie could help. Once that matter is 
satisfactorily resolved, some guns could 
be hired, and history would be cheated 
again. 

Most of the above comments, it will be 
said, exhibits bad taste. Perhaps the en¬ 
vironmental pollution is showing up. How 
much of civility can you expect in a situa¬ 
tion where a street lout is officially en¬ 
shrined as one of the nation’s foremost 
leaders? 
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RANDOM REFLECTH^ 


Restnictuiing the Economy: Pitfalls 
ind Possibilities 

kran Gho»h 

Wf-ne/Zance does not mean autarky, nor blind import 
ubstitution. It does mean, however, that the country should learn 
0 live within its means, that domestic savings should be raised to 
he level of domestic investment, that the distribution of income 
hould be less inegalitarian so that the thrust for the development 
ffort comes from the consumption demand of the masses. 


N Ihe past tew days, the govcriinicni ol 
ndia has-Announced far-reaching changes 
1 India's economic policy. Ihc rupee has 
'ecn devalued by around 20'per cent. 1he 
xport-iniport policy has been completely 
evamped; cash compcnsatoiy suppoii 
CO'S) to exporters has been abolished: all 
xporters will be allowed import licences 
RLP) worth 30 per cent of the value of ex- 
loris which would be freely saleable; and 
Xil imports as well as much of restricted 
xU Itcenstng has been abolished, further 
lolicy changes—particularly in resjKvt of in- 
lustrial liccrtsing. policy—are on the anvil, 
nd lorcign investment up to .^l per cent mav 
e freely allowed (subject to u short negative 
isl). 

This package ol rclorm is slated to be 
sscnital for getting a loan tiom the IMI to 
>ail the country out ol the pitscni loicign 
xchange crisis. 

What has been done has been done, even 
hough the drastic action taken has been 
dihout consulting either parliament or the 
ipposiiion parlies. In a sense, there is no 
oing back. The issue now is: what are the 
kcly consequences, and what remedial steps 
re necessary in order that the country does 
lOi giH caught ill an inexorable external debt 
rap. 

first, as per the Wotid Bank's latest 
igurcs, the external debt of India today ex- 
eeds $ 70 billion. At pieseiu exchange laics, 
his comes close to Rs 2(X),0(X) crorc. This 
> a mixed package, with varying repayment 
icriods and interest rates. Noiicihelcss, pay- 
leni. of interest and repayment of capital 
hay now be well nigh Rs 15,000 crorc per 
nnum or possiblycven more. With the 
JDP at around Rs 400,000 crorc, the extei- 
lal debt repayment liability alone may be 

shade under 4 per cent of the GUP. 

Today we have a current account pay- 
nents. deficita>f anything between 2.5 per 
ent and 3 per cent of the GDP. What we 
leed is a surplus of something like 4 per cent 
if the CDP (if further aid is not taken into 
onsideration). The IMF is likely to come 
ip with a loan of $ 2 billion immediately, 
hid a further loan of some > S to 7 billion 
or tibmiising (he economy. The conditions 


would be; (a) a sharp cut in Ihe fiscal deticit 
of the govctnmeni of India; (b) reduction 
of import duties and gradual lifting of all 
quantitative resiiictions (QRs) on imports; 
and (c) privatisation of Ihc economy, 
tugetlicr with Ircc inflow of foreign capilaf. 
T he consoiiinm countries give us a gmss aid 
ol around 5 5 billion per annum, but much 
ol it IS 'lied' to purehascs Ironi the donor 
countries 

Two points need in be made at this junc¬ 
ture. First, alter the recent eurbs on imports, 
India had staricd (ovci the past few months) 
having a small surplus on nicrchandisc trade 
jccotini, ihe delicti in the balance ol pay¬ 
ments aiising Irom (a)‘imporis on govern¬ 
ment account cspeciailv of defence equip¬ 
ment and civilian airciall, etc: and (b) debt 
repay mem liability Secondly. Ihe sort v»f im- 
poll curbs imposed ihiough titc RBI's policy 
on 'margin icquiicmcms' (for imports) are 
not ically .usiamablc; it would have hurt our 
cxpoils badiv and what we really nex'ded was 
a selective cut in imports and a boost to 
exports 

In the above context, the expori-impori 
isolicv icccnilv announced by thccommcrci 
ininistci IS ically the type of policy that 
should liavc been announced, with a iiiinlc- 
nih' (and llai) CCS rate. Was devaluation 
really necessary because: (a) government 
imports arc ‘auiunomous', and really depend 
on govcrnmcni policy, includiiig the extent 
to which we can depend on diplomacv to 
reduce a competitive aims lacc, and (b) u 
sharp devaluation is likely to turn the bat let 
terms ol iravle against the country, and in- 
civaisc the exteinal debt liability (in lupee 
terms) which implies that a larger percen¬ 
tage ol oui tilJl’ would now be requirc'd to 
lepay our external debt bability? 

Reportedly, the lurthcr policy changes 
contemplated ate lemoving diverse restric¬ 
tions on the licensing system and allowing 
foreign firms to invest up to 51 per cent equi¬ 
ty (other than foi a short negative list). Of 
late, both our industrial licensing and im¬ 
port licensing systems had become highly 
complex, and then simplification has been 
a highly desirable objective. But, in regard 
to the induction of foreign capital, tme needs 


such capital only where we need techno¬ 
logical upgradation, as in caiMtal goods and 
basic intermediates, or in any area where 
foreign capital is intended for export pro¬ 
duction, that IS, where there is a substantial 
net foreign exchange gain (as insi-sted on by 
China which has lately been obtaining 
foreign capital in the region of $ 8 billion 
per annum, on the above stipulation, namely, 
(hat exports exceed all imports and remit¬ 
tances of profits and inteicsl). 

But the basic point (hat arises today fs: 
what type of fiscal restructuring is in the of¬ 
fing, consequent on a large borrowing from 
the IMF/World Bank? Are we opening up 
the Indian economy in ihc interests of some 
100 million affluent Iruians? What is to be 
the policy fcr the rest ol the 750 million? 
How doTci- restore prvJductivity ol the land 
in 70 per cent ol the cultivated area depen¬ 
dent on dryland laiming? How do we pro¬ 
vide cmploymciii lo the currently unemp¬ 
loyed and underemployed population? How 
do we raise tlie level ol education, health, 
skills, and Ihc income ol the hither.o 
depressed sections ol society? Can we have 
an employment guarantee programme en¬ 
trusted to the local panchayal bodies, 
through transfers via ihc stales (for the 43 
per cent of the people below the poverty 
line)? Such employment guarantee would be 
predicated on the minimum wage being 
payable for eight hours' physical labour’’ But 
the programme cannot be implemented 
without decentralisation, without massive 
devolution ol both authoiiiy and funds fronf 
tile centre. Such employment guarantee can 
be easily funded by cutting down diverse 
overt and covert subsidies calculated to help 
the more aftluem sections ol the population. 
'(Foi example, the students iii the IIMs and 
the II1.S are subsidised to the tune of some 
Rs I lakh pci student pei year There are lots 
»l similar examples.) Can we reduce such 
subsidies 111 lavour ol a programme which 
would help lo sustain the income of the 
poor, provide a minimum of education and 
health facilities, provide maternity and child 
care, piovide foi the supply of drinking 
water and a minimum of energy at affor¬ 
dable prices to all .sections of the popula¬ 
tion? In short, what is Ihc policy package 
that Ihe finance minister has lor reducing 
the fiscal deficit? 

That IS the lundamcntal task of restruc- 
tuiing the economy, namely, raising the pro¬ 
ductivity of the entire workforce. Inviting 
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iiiuitiiMiiwiiaia la iii/i haw laou iw lAri 

k.ent foreign investment (until TERA 1974) 
in t>res and tubes, in Firestone and Good¬ 
year—I am not mentioning, C adbury, ( ol 
gate and Coca Cola—but did uo get the 
latest technology in tyres and lubes' One 
could take hundreds ol similar illustrations 
Old we get any foreign technology lor our 
nuclear and space programmes whctc we 
have made piogrcss’ When has our indusirv 
encouraged K and Dand indigenous design 
engineeriiiE' Has the eovciiimeni done 
anything lo lollow upon iis I97t lechnologs 
Policy’ Ihe multinaiionals aic m the 
business ot making iiumty (oi themselves 
and, depciuhne on the tav structure ol dit 
lercnl louniries, icsort to transfer pricing' 
wiih headqiiarieis located in tas havens 
Altei all till sc years ol cspc'ricnce ol handl 
ing lorcigii capital, foreign aid, and the 
pressures ol ‘prolii masimising' padators 
who want to make money through atbitrage 
and brokerage, how can our economic 
policy makers be so naive as to think that 
the Indian economy—sic*epcd in lack ol 
education, malnutrition and ill health, and 
labour laws (lot organised laboiii) which 
parallel those ol developed countries with 
no help or redress to the millions ol unotga 
msed w srkers will become a haven tor 
toieign capital' 

As indicated cat her, what has hap|)encd 
has happened The uinpli/uaiton ot the 
trade tcgitne and the tnditstnal licensing 
system are long overdue rclorms 1 hc*v could 
have been initialed without I MI interven 
tioii One can undeistand Ihe rationale ot 
a small loan Irom Ihe IMF to bail us out oi 
the troubli which commenced Irom around 
I98S in lad. the external debt repayment 
habtiiiy ol the country was 8 pet cent ol es 
ports in 1980 it now exceeds V) per cent 
We need to resile tiom the policies that led 
to the pieseni bankruptcy in exicinal pav 
ments between 1985 and 1989, rathci than 
have mote ol the same 

What wc need today is to renc'w the lailh 
ol the (Koplcol this counliv I hat taitli can 
come only fioin sell icliancc B\ Ihe wav, 
sell reliance does not mipiv auiaiky, not 
blind inipoit suhsiilution It docs mean, 
htiwc'vei that the country should learn to live 
within Its means It means that domestic sav 
mgs should be raised to the level ol domestic 
investment It could lead to the need lot 
more ol our politicians and businessmen 
travelling by iiain, rather than make irequem 
trips between Delhi and the slate capitals by 
an It implies that the distribution of income 
should be more egalitarian sev that the thrust 
lot dcvelopnicnt cllort comes horn the con 
sumption demand of the masses Pandeimg 
to the demands ol the elite 100 niilhon pco 
pie who control the media is not likelv to 
solve the piobiems of the country 

Most tmpuiiantly, the piotagonists ol a 
laigc loan from the IMI should pause and 
consider how precisels a current account 
dell It ot $ 5 billion is hkelv to get convened 
into an equivalent surplus m about ihiee to 
Uviir scats liom today 
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COMMENTARY 


NEW DELHI 

Fund-Bank’s Grand Design for India 

BM 


The World Bank-IMF strategy seems to be to create conditions in 
which India will be forced to default on its foreign payment 
obligations, albeit for a short period, before the purse-strings are 
loosened for the grant of credits. That way, it is. expected, any 
residual reluctance to agree to the most damaging conditionalities 
will be wiped out. 


THE CopgressCD minority government 
headed by P V Narasimha Kao has moved 
fast, indeed recklessly. All reservations on 
economic policy have been thrown over¬ 
board. it has proclaimed its readiness to 
abide abjectly by the World Bank-IMF 
prescription in embarking on the so-called 
structural adjustment programme. 

Inducted into the union cabinet, in a 
surprise move, Manmohan Singh is show¬ 
ing extraordinary enthusiasm for the 
structural adjustment programme. This 
has won him plaudits from some media 
and academic circles. There is no doubt 
either that he is trying hard to fit quickly 
into the political frame in which he has 
now to operate. T his is emphasised by his 
joining the queue to pay obeisance to 
Sonia Gandhi. 

Manmohan Singh was rather im¬ 
petuous after assuming charge as finance 
minister when he rejected the feasibility 
of the Congressd) manifesto itself on the 
ticklish question of prices. He will ob¬ 
viously have to learn the hard way. That 
he is trying could be seen from the way 
he handled the devaluation of the rupee 
in two instalments within three days. 

The Congressd) manifesto had put the 
rolling back of the pnees of essential com¬ 
modities, in particular of diesel, kerosene, 
salt, edible oils, cycles and two-wheelers, 
electric bulbs, cotton sarees and dhotis, 
stoves, including smokele.ss chullahs, 
newsprint, post cards, inland letters and 
envelopes to the July 1990 level. This was 
to be the first great achievement within 
a short period of 100 days. Pranab 
Mu'kherjee, when he was still hopeful of 
taking charge of the finance ministry, had 
declared that- rolling back prices with 
fiscal and administrative measures would 
be no problem at all. What he had hinted 
at was that taxes on the production, sale 
and purchase of the selected commodities 
would be withdrawn to bring down their 
prices for the consumer and penal action 
would take care of profiteering by the 
traders. This line on prices is what 
m'ust have horrified the professional in 
Manmohan Singh. He could not conceive 


of giving away revenue with a huge budget 
deficit on his hands and at the same.time 
boost the demand lor articles of current 
consumption, especially petroleum pro¬ 
ducts, when there could be no immediate 
improvemcht in their supply through 
imports. 

Manmohan Singh's stand on prices 
made sound economic sense. He had, of 
course, left it to the Congress(l) leader¬ 
ship to take care of the political-populist 
implications of his stand. The backlash 
from vocal party men he has had to en¬ 
dure must have taken him aback. But 
there are larger dimensiorts to the problem 
of prices from which Manmohan Singh 
has tried to divert attention. 

The finance minister has not spelled out 
the measures he has said he has in mind 
which would bring down in a three-year 
period the annual rate of inflation from 
I he double digit Icwcl to not more than 
9; to 4 pet cent. There is nO' douQt; 
that the so-called Miticiurai adjustment’ 
of the economy that is proposed to be 
brought about with I he help of a large 
IMI loan of S7 billion, which will finance 
liberal impoiis ol inputs for pioduclion 
and assembly opeiations, combined with 
massive inflow of foreign capital will 
prove denaiioiiary. But the implications 
of the design ol growth and price stability 
wihich is being proposed to be adopted can 
be dangerous. Consumerism for the up¬ 
per classes and aiisieriiy for the people is 
the formula for the management ol prices 
under ihc proposed, foreign financed, 
structural adjustment of the Indian 
economy 

The situation on the prices front is 
indexed grim and is likiJv to worsen with 
the steep devaluation of the rupee, which 
is the first specific step taken towardsjhe 
World Rank-IMF ordained structural ad¬ 
justment. All faitors Which might help to 
maintain relative price stability, especially 
in Ihc case of wa.ee goods, have ceased to 
, operate in recent years. The adverse im¬ 
pact of reckless deficit financing cannot 
be absorbed yeai after year without 
disturbing price stability. A tight balance 


of payments position adds to the problem. 
Resources in foreign exchange cannot be 
deployed for liberal imy.jrts to augment 
supplies of consumption goods to hold 
the price line. The stocks in the hands of 
the public authorities are not providing an 
effective cushion against upward pressures 
on the prices of foodgrains, other farm 
commodities and wage goods generally. 
While procurement prices have been in¬ 
creased year after year, procurement this 
year is still not picking up. The insistent 
elitist demand on resources, which has 
been mindlessly encouraged by fiscal and 
monetary policies, has skewed the con¬ 
sumption, production and income pattern 
‘both ill urban and rural areas. The defla¬ 
tionary impact of the bumper crops has 
not, therefore, been as enduring as it could 
have been in response to sound economic 
policy and managemcni. The response of 
the industrial sector to the demand' 
generated by upswing in farm pradactumi 
has not been such as to augment the lUp- 
plies of wage goods. Industry has concen¬ 
trated on production of goods of elitist 
interest which fetch large profits. All this 
has strengthened mflationary pressures in 
the economy. The result is that the posi¬ 
tion of the majority of the population has 
worsened in spite ol the relatively high 
growth rale of the economy and big 
business traders, speculators, blackmoney 
operators and those fattening on corrup¬ 
tion in Ihc political and administrative 
machine have monopolised all the gains 
of growth. 1 he prolit margins not only of 
the producers bui also of the traders have 
been allowed to swell in the system of free 
play of maikci loices wiihiii the frame¬ 
work of official economic policy and the 
philosophy ol liberniisaiion and profit- 
maximisation. 

For restoring price stability in mean¬ 
ingful economic and social terms, the 
need is to curb the draft on resources 
made by elitist demands and step up in¬ 
vestment to augment essential supplies in 
the economy. It is necessary to curb 
wasteful expenditure of all kinds, in¬ 
cluding on the miliiary build-up in a vain 
effort to assert regional hegemony and 
seek inicrnuiional recognition on that 
basis. T he so-called liberalisation policy 
pursued with gusto in the eighties has 
pushed India towards internal and exter¬ 
nal debt traps, even a.s e-conomic growth 
has been linked to effective, elitist demand 
in the market rather than the satisfaction 
of the essential needs of the mass of the 
people. The path to price stability based 
on a socially broad-based and equitable 
growth process cannot,be by way of a 
market-oriented liberalisation policy 
financed by conditionality-linked IMP 
loans and assuring profit-maximisation 
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opponunities to foreign investment and 
Indian business interests associated with 
this investment AVhat is needed is 
mobilisation oi domestic resources, 
human and material, for planned develop¬ 
ment under a soi tally meaningful and 
economiially sound order of prioiilics 
The desaluation of the rupee by between 
18 and 20 per cent has in these conditions 
set the course so far as the officiak 
tconoiiiK policy orientation is concerned 
flic pit sent devaluation mav indeed 
tui n out lo he lar more ominous than the 
desaluation undei a Ii\edexchange rate 
leginit a quaitei century ago It was in ihc 
mid eighties after careful and calculated 
preparation, that the World Bank IMP 
combine, working in tandem with the 
CiAM which was preparing ioi ihc lauii 
clung ol Ihc Uruguay loiind ot trade 
negotiations, had drawn up for India a 
10 year progtamnic of structural adjust 
meni in s\hich sleep and continuing 
desaluation ot the lupee was given a 
piomincnt place The then government ol 
India was iiisiteJ to impicnieni this pro 
itiatnme and complete il hv ihc mid 
ninttiis (lencious financial backing was 
assured for the puiposc I his is what the 
shrill CIV ot ushering in the 2lsi ceniurs 
was all about The devaluation ol the 
rupee now announced rcpicsenis a giani 
step lorsvaid in that diicction The oustei 
ol the t ongress(l) lioin power in 1*^89 had 
created some piohlctns in the wav of the 
smooth woiking out ol the piociainme 
But on IIS return to powei, though with 
a much reduced strength in parliamcnl 
and authority among the people, tiic C on 
gress(I) leadership appears to be anxious 
to complete its obligation to the iiiici 
national financial institiiiions in the 
icmaintng thiie years as otiginallv 
stipulated by the World Bank IMI com 
bine I he minority govcinmeni headed by 
P V Ndiasimha Rao has lound itscll 
under sui h a si|uccvc that ii has bevn com 
pelled to lake the politicallv most obnox 
lous of measures, namely devaluation ol 
the tupee well belore the picsentation ol 
the budget foi 1991 92 embodying the 
eonditionalilics aiiachcd by the IMI to 
the loan which is being negoliaied in 
su|)poil ol the Woild Bank IMI pro 
gianiine ol structural adjiisiment 
Il IS rcallv pathetic that both the piime 
minisici and the liiianee inimsici have 
made statenienis that the IMI had 
nothing lo do with the desaluation ol the 
rupee and that the desaluaiion had be'en 
decided upon bs I he Reset vc Bank ol 
India in the notinal course oi ddfusiment 
ot the exchange rate of the rupee fhe 
tact, howewci, IS staik dial the scale ot die 
desaluaiioit is much too laigc lor it lo be 
a normal depreciation I he desaluaiion 
has come in the wake ol the coniinuous 
depreciation of the rupee undei the 
floating cveliangc rale system The lirst 


two instalments of devaluation should be 
expected to be followed in the normal 
course once again by continuing deprecia¬ 
tion so that the exchange laie of the rupee 
IS lully market related The World Bank- 
IMF side seems to be fully enjoying the 
spectacle that India is presenting as a sup¬ 
plicant for foreign credits “ There were no 
instructions to the Indian authorities to 
adjust the value ot the rupee”, an IMF 
spokesman is reported to have said 
cheekily Maik the word ‘instructions’ 
uschI by him A World Bank spokesman 
has, liowevci, said that “we have sent a 
detailed programme to New Delhi lor im 
mediate action, prior to the passing of the 
4)ueigci I uriher help to India would 
depend on the progress ol the lelorm 
piogranimt” The Woild Bank does not 
ask lor a specific rate of devaluation he 
added generously What is being attemp 
led IS lo create conditions where India will 
be lore eel to elcfaull on foreign paynicnis, 
albeit loi a tew days or weeks, belore the 
puise Strings lot the gram ot credits arc 
loosened in advance ot the signing ot the 
big IMI structural adjustment loan 
All this evidenti* is lo ensure that con 
dilioiialities attached to the IMI loan 
airaiiccnienis aic scrupulously and 
eiieiuclicalls iniplcmented within the 
stipulated iimi frame, unlike in fhe past 
when broad guidelines were laid down and 
the pcrtoiinance ot the debtor watched 
The tentacles of the cnnd'linnalities ate 
spiead out lar and wide so that not only 
poltev but also adminisiraiive and 
inaiiagcnicnt decisions have to be subject 
lo World Bank IMI surveillante and ap 
pioval Witness, toi instance, the diiec 
lions that base been given to leslruciiitc 
ihe C)N(iC and the linancial institutions 
I he inimcdiaie upshot will be a shaip 
me lease III the rupee cost ol imports as 
well as servicing ol old loans It will be 
iicccssars at ihe same time lo cxpoii iiioie 
III volume leinis lo letch the same value 
III lenns ol foreign exchange The picssuie 
on pi ices in the domcsiic markets will thus 
iiicicasc I here will be no casing ol 
piessuic on exchange reserves tiiher so 
iliai dependence on foreign credits to 
manage payments to foieign suppliers ol 
goods, scisices and capital will incieasc 
1 he position is so dilticult that the two 
loans taken Irom the IMF in Tebruary 
have alreads been exhausted At this rate 
a loan ol even $7 billion will nut be an 
adequate cushion to case the payments 
peisition lot more than 15 months, 
especially undei a regime ol impori 
libcialisaiion, except by wayot tinancmg 
ol imports by commercial credits (roni 
diltcrcnt souiccs India’s vulnerability on 
the balance of payments front can 
iherelore, become still more glaring 
India now is laced with only two op 
lions One is ihc* acceptance of the Woild 
Bank IMI line which will shilt the burden 
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of the develdpnwnr preceft otHottM^poor 
while sactmeing the economic* ,an<t 
political sovereignty ot the ^untry and, 
in the process, completely subvert the 
ability of the system to find,an indepen¬ 
dent alternative. The other, as a group of 
left economists have pointed out, hi lo 
build on whatever little room for 
manoeuvre is left and move towards a 
more egalitarian social order that 
preserves the economic and political 
sovereignty of the country The issues and 
alternatives have to be squarely faced and 
must not be allowed to be obfuscated by 
Ignoring the specifics of the current 
economic situation, including the 
payments crisis There is need to blow 
away the myth ot hon/ontal diffusion of 
technology imported on a continuing 
basis when it is closely tied to direct 
foreign investment and collaboration 
arrangements with comprador Indian 
business inicicsts to enhance import- 
intensity ol i{ie production structure 
There is haidly any scope under such a 
dispensation lot taking advantage of the 
iiitcrnatiunal division ot labour except in 
SI) lar It IS based on adverse terms ot trade 
What IS ptcsciibcd by international 
creditors toi India is the enlargement ot 
Ihe running iribuic to be paid by its 
deprived masses to maximise returns lor 
loieign invesinient and satisfy the elitist 
demand ol a small segment of the popula¬ 
tion undci a neo colonial dispensation l( 
IS a pitv thai in recent years even as there 
has arisen a strong tompiador class ot big 
business which is committed to operate 
within ihc nco colonial dependency, a 
large seciiun ot Indian iittelleciuals and 
piolcssionals have also chosen to toe this 
line and embellish it with convoluted 
reasoning 
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Lok Sabkn Elections and 
Communalisation of Politics 

Aaghar Ali Engitu^r 

The blatant, and successful, use of communalism by the BJP in 
the 1991 elections has to be seen against the background of the 
use of the communal card by the Congressfl) leaders thanselves 
for their survival in power. 


THE 1991 Lok Sabha elections were 
unique in more ways than one Firstly, 
they were held within two years of the 
imvious elections held in November 1989 
Secondly, they were in tact precipitated 
not merely by the withdrawal of support 
tor the Chandra Shekhar government by 
the Congressfl) but in fact, because of the 
withdrawal of support by the BJP for the 
V P Singh government on the Ram 
Janmabhoomi-Babn maspd controversy 
in Oitobei 1990 This needs to be em 
phasised because a democratically elected 
government tell not on a major national 
issue but on a sectarian religious issue and 
the BJP saw in this unlortunatc contro 
veisy a unique chance to come to power 
1 he natural corollary of this unfortunate 
controversy was the unparalleled com 
munalisation of Indian polity in the post 
independence period Thiscommunalisa 
lion nearly shook the very foundation ot 
Indian secularism Also, the mandii 
masjid controversy should be seen not 
only in its immediate contest ol iniple 
mentation ol Mandal ( ommiysion Report 
in August 1990 but also in the earlier con 
tcAt beginning tiom the carlv eighties As 
such the danger ol communalisation ol 
Indian politv has always been present in 
Indian society but it assumed more 
erious pioportions when the C ongressfl) 
leaders themselves began to plav the com 
nninal card lor their survival in power 
Indiia Ciaiidhi’s confidence that she would 
come to powei on her own or her pans s 
incut had been shaken attei the Imei 
cciii v Muslims and dalits, her traditional 
supporters had been alienatc'd Irom her 
leadership She began to search lor sup 
port elsewhere and tound it in the 
pulilieally emerging Hindu middle castes 
I list she used the Meenakshipuiaiii con 
versions in 1981 and the political sioim 
It raised to win Hindu support She also 
cleverly manipulated the Punjab problem 
and fully exploited the concern generated 
among the average Hindus bs the miliian 
cy shown b\ Bhmdranwale 1 he Blue Siai 
Operation contributed iii its own wav in 
tuiihcr comnumalising Indian polity 
Kajiv Oandhi also opened his regime with 
the communal holocaust under his vciv 
nose in Delhi in which hundreds ol Sikhs 
peiishcd He also gave in to Muslim tun 
damentalists by changing the law on 
Muslim women and also tried to please 
Hindu lundamcntalists by allowing ihi 


‘shilanyas’ ceremony in Ayodhya 

This background of events is necessary 
to understand the recent developments 
leading to the most blatant use of com 
munalism by the BJP in 1991 elections 
When the Congress party resorted to the 
Hindu card to survive in jxylitical power, 
the BJP felt threatened on its own ground 
Until then the C ongress had depended on 
the Muslim and dalit support and BJP on 
some middle caste Hindus like Baniyas m 
urban areas W hile the Congress used to 
talk about secularism and protection of 
minorities and dalits the then Jan Sangh 
and ns laiei incarnation BiP carried on 
propaganda for the Hindu interests and 
there was, tn a way, a division of votes 
among these parties However, this apple 
cart was upset when Indira Gandhi and 
latci Rajiv (iindhi began to encroach 
upon the traditional BJP votes This com 
pciitioii loi the Hindu votes resulted in 
competitive communalism between the 
two iiiaior parties 

\khcicas tor the Congressfl), tradi 
iionalls a secular parly, there were limits 
to resulting to the communal card, the 
BIP as It was ptofesscdly a Hindu party 
did nut shs away from using Hindu in 
teresis 1 hus pitted against the CongiessfI) 
on the same grounds the BJP had to make 
Its propaganda sharper and woo moic 
Hindu tastes Thus it would be no e\ag 
gcraiion to sav that it was use ol the 
Hindu card by ihc C ongressfl) that coin 
pcllcd the BIP to resort to more blatant 
liim ol tommimalism and to cast its 
political net much wider Also, it tasted 
moic powci m 1989 elections by incrcas 
mg Its sttciigih 111 I ok Sabha from two to 
S8 with the support ol the lanata Dal 
I Ins was a iitnundous boost tor it But 
IIS dicam set nicd to be shattering with the 
implement iium ol Mandal Commission 
Ktfpoit III Viiusi 1990 

The BIP Ml response to the challeimes 
posed b\ the C oiigiessfl), had cast its net 
wide I and iiicd to bimg vaiiius castes 
under IIS poliiis il domain It had used the 
Ram lanm ibhoomi Lontiuveisy a< a 
powiiiiil Iclicioiis symbol to create a sense 
ol iiiiitv amuiu ihediveigent Hindu castes 
and It had succeeded in this venture to 
sonic extent Many Hindus often tom 
plain that whcicis minorities like the 
Muslin s Sikhs ind C hrtsitans aie united 
the Hii diis aic not Hinduism was thus 
soiieht o be sciiiitised But this was t 


frustrating exercise as the caste hierarchy 
was the most powerful obstacle in the wav 
ol unity The BJP used Ram as a symbol 
to rally round all the castes under its 
banner It used alt sons of devices loi this. 
It drew up a plan to construct Ram mandir 
where the Babn mosque stands today, 
then It gave a call for doiiaiton ol bricks 
from all five lakh villages of India, then 
It drew up plans to take out these donated 
bricks in the form of processions from 
villages, towns and cities and it also plan 
ned, with the help of the V ishwa Hindu 
Parishad, to mobilise lakhs of kar sevaks’ 
on an auspicious day fixed by Dharm 
Sammelan in Hardwar 

Thus all possible means were employed 
by the BJP to strengthen and consolidate 
Its Hindu constituency But all this was 
suddenly being brought to naught by the 
implementation ol the Mandal C ommis 
Sion report bv V P Singh The BIPs 
gameplan for fuithcr increasing its 
strength in the Ixik Sabha it not capture 
actual power at the centre was thus foiled 
Hence I R Advani s Rath ^atra in the 
third week of August 1990 The rath, 
mounted on a loyota iiiuk earin ' the 
BJP pariv symbol most prominently ’hue 
making BJPs poliiieal inteiitioi an 
mistakably clear Other paities stiongly 
objected to such gross exploitation of 
religion for political puijioscs hut Advani 
quietiv ignoicd such obicctions and pro 
testations He tcpeatedly claimed that the 
‘rathyatra was imdtriakcn o strengthen 
national units and that it is wiong to say 
that It caused communal bloodshed and 
claimed that not a siiigh tioi took place 
on Its route and that he in ill his sptcches 
pleaded tui caution and iiiodciation 
These claims can liirdls stand scii inv 
Firstly, no idigious licuic liowcyct icvcrcd 
s he may bt can be claimed losvmbolisi 
national unity specially tn a multi 
religious naiion like liidi i It a religious 
symbol ol one relit ions community is 
used other lelic ous cominuniiics would 
but resent it 

Secondly it is lai tiom line that iSc 
rathyatra did no' i lusc comm in il 
bloodshed II would only be iiululcinc in 
technicalities tel cliini tint no iioi look 
place along the route ol the \ iiri Ihc 
yatia evoked vets milit im leligioiis seiiti 
iiients iinoiH the Hindus uid there v is 
a shoyv ol unpiccedcnicu icciessivciicss 
by the cadies ol the BIP VHP Kaiiaiu 
Dal ind the Shiv Seiia in ehlleiciil [daces 
and communal violence broke out m 
numbi 1 ol pi ices m Cmiai it Karnataka 
\ndhra Pr idesli IIP nu Bihat \iidallci 
the aiiesi ol \dvarii in Ihhai on Oclobci 
2^ all hell bioke loos m laipui lodlipui 
Mimedabael Biioda Hyderabid and 
sc'scial othci plae s m which hundreds ol 
innocciii people pciisheel and piopciii's 
vvoith cioics ot lupccs dcstioycd o 
looied In I iipui which oiheiwisc h id a 
unique iccoid Ol comimmil peace moic 
than no peisoiis died in the last week ol 
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tkUber 1990. When the 'yitri' began 
from Dwafka in Gujarat, a bowl of blood 
was offered to Adyani, his head smeared 
with blood and bundles of trishuls and 
swords loaded on Ihe rath Minorities 
could only hold their breath anxiously 
Though the Congress, the Janata Dal 
and BJP itself published manilestos rais¬ 
ing important issues like poveriy, 
unemployment, price rise, economic 
development, etc, the Ram lanmabhoomi 
issue was looming large on India's 
political hori/on Tlw BJP was bent upon 
exploiiing It tor its elec'oral success It 
launched a propaganda blit/ on these 
lines Pven though in the meanwhile I he 
Bombay High Courl judgment came 
unseating the Shiv Sena Ml A for has me 
used religious appeal for soliciimg soils 
I t hardly sobered down BIP and the Sins 
Sena Other strategies svere dravsn up and 
posters showing Ram mandii and usiim 
slogans for Ram lanmabhoomi were moss 
printed in the name ot Vishwa Hindu 
ParitflimJ claiming that it was a separate 
and non political organisation Howevci 
^ could hardly deceive anyone I he 
message \sas loud and clcai Al so ihc 
BIP was flush with funds during this etc'c 
non Its propaganda blit/ left even the 
Congress fat behind Apart from VHP’s 
eonttibulions it was far easier tor the BJP 
10 mobilise funds this nine The hourecois 
as well as the pells boutgeois pouted 
money iniothe BIP election kiity not onis 
because ot devotion to Kant but also 
because of the percepiion that the pails 
was bound loenieige much slrongei in the 
cleeiiein The BIP leadeiship w is also 
esudini; eoiilidenee 
Tlieie ssas one moie leason lot es 
ploiting Kant Janntabhoomi issue lo the 
hilt durnie this eleelion The BJP can 
haidls eeimpete with etthei polilieal pai 
lies as lai as seeulai issues ate eoiueni 
ed It IS too far to the iiglil lo appicai to 
Ihe masses as far as its economic pio 
gramme is eoneeiite'd Moreosei ii is 
alwavs iindei piessure from iradeis not lo 
adseteaie radical eeonoinie policies and 
LSeii if II does as a taelieal move the letl 
paities. the ID and the C ongiess can do 
so more eonvinetngly Also it can itesei 
earrs eonvielion with Ihe Muslntis oihei 
itniioiities and dalii' esen if it makes a 
mild attempt to woo them 

thus Ihe only atteinalive left fen it was 
to exploit teligious sentiments of Hindus 
I he Rant lanmabhoomi eontrosersy came 
as a polilieal gill ironi the Congress It 
was this eontrosetsy which enabled the 
BIP to penetiate ruial aicas It no letnuei 
■emaiited the party of banias in uiban 
aieas 

It Is leally ironical that the ieadeis ot 
Jan Sangh and then BIP olten used to 
exhort Muslims lot being lanaiies and lor 
mixing religion with polities There was 
great deal of truth tit tins specially m pre 
mdependenee India when the Muslim 
I eague, under the leadership ot Imnah, 
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used friigion with vengeanra to tnn 
‘homeland for Muslims' In post- 
independencc India the Muslims as a 
minority soon realised the value of 
secularism and gave up, in their own 
interest, communal forms of politics 
though there were some exceptions to this 
rule They voted, by and large for secular 
parties, chiefly the Congress And 
whenever there was anti- Congress wave 
in the country, they voted, along with 
others for other parties like the Janata 
party in 1977 and Janata Dal in 1989 and 
again in the lOih Lok Sabha elections Bui 
m the last elieiiops ihc pattern ol Muslim 
voting was moic complex The Muslim 
leadership ii must be noted, did great 
damage to the Muslim cause by exhibiting 
relicious miliiaiies during that phase in as 
much as ii luiiher strengthened Hindu 
eommuiiahsm Also, on the Babn masjid 
issue a section ol Muslim leadership 
manifesied rigid position and gave a call 
loi a march to Avodhya lo ofler Friday 
prayer there I he then presidenl of Babn 
Masjid \eiKm ( omnniiec Shahabuddm 
urued Muslims lo boyeoit government 
luiietions Oil Kepubhe Day This (oo was 
wrong moialK stiaiegieallv and political 
ly It was exploited by the BJP leaders 
L xeept m these instances the Muslims 
have not shown organised religious 
nnhtanev m post mdependenee India Yet 
they eoine in lot strong erilieism for 
1111 X 111 ). lelieion with polities and 
tnanilesiing lehtious lanaiieism such 
piopaganda had I'leal polilieal value loi 
the BIP as II could convmee Hindus that 
ihey have no other way but lo relaliate m 
tin same mamiei 

The KIP apart Irom Ram Janma 
bhoomi eemiioverss used two other thing' 
to gain poliiie tl kciiimaey among the 
middle and uppci caste Hindus the nun 
uiganised nature ol Hmdunm and the 
concept ol pseudo seeiilarisni Both these 
paid iieh dividends lu the BIP m icims 
ot votes speeiallv in ihe uihan areas It 
IS nceessaiv 10 esinnne both these eOll 
ecpis It IS mamiained noi oiils by the 
BIP but by iiiinv othei welt meaning 
Hindus ihit seniitie religions like (tins 
nanny and Islam arc not only hmhiv 
oiuanised lelieions bill aie also closed 
theoloeiealls and eiieuuiaec dogmaiism 
and lananeisin Hinduism, on itie other 
hand IS neiiliet an organised religion nui 
docs n eiKiHii lee dogmaiism, much less 
lanatiei m 

Heiwese I leb sweeping sialemen’s do 
nol make intieh social '•elisi Keligieiii 
cannot he seen in isolation lium sueieis 
lanalieism ind libetahsm aic more,ot 
social lailiei ill III leligiojs phenomenon 
It IS se eial eondiiKnis which laise or luwei 
dcgiee ol Ian iiieism ami not religion /x / 
VC* \ leluioiis eoininuniiy (oihci com 
mull lies eiiliniil remonal or Imgiiisiii 
too) le'iids U) be libeial, progrcssise and 
non de umatie d maienally it is prospei 
mg makmi’eeonoinie gams iscontideni 
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of iikcil and has a sense of security 
However, it tends to be intolerant, 
dogmatic and even fanatic if it is passing 
through a Tow ebb, losing its privileges or 
IS threatened wiih the loss of privileges it 
is enjoying (though it may be in control 
ol the commanding heights of economy) 
and develops a sense of insecurity Such 
dogmatism and fanaticism is also ex 
peiieticcd in a polilieal sense during 
revolutionary period also 

The lanaticism and militancy among a 
seel ton ot Hindus, especially among 
iippet easies in uiban aicas on ihe Ram 
lanmabhoomi Babn maspd controversy, 
can Ik understeKid onlv if seen in the 
above pcrspcitive Though the uppci caste 
Hindus command economic heights 
polilieal powei and key government lobs, 
today they peieeive thieats lo then 
privileges liom dalits and backward easies 
on one hand and Muslims, bikhs and 
Ollier mmorities, on the other These 
upper caste Hindus therelore, have begun 
lo feel thai iheir liberalism is proving to 
be their weakness and Muslims, Sikhs and 
C hnstians are Inghlv organised and 
nnlitant' and are hence able lo exert 
piessure on Ihe polilieal ssstem lhe*y 
therelore led that ihcv too -ht ild 
become organised dogmatic and m litaiu 
I bus II was not Ram but thie'ats lo iheir 
own privileges which made them and iheir 
Hinduism so militant ll is iheir ml rests 
which mobilised sadhus and lelitioits 
leadcis ot various Hindu sects on such a 
giganiiL scale never seen belore m the 
modern hisiois ol Hinduism In liei in 
niimbei ol eoiistiiueneies in UP the 
sadhus who were nevei involved m 
polities earlier eainpaiemed lor the BIP 
vandidatis \Vt thus witnessed impieee 
dented use ol lelijion toi polilieal pur 
poses bv these iipfier caste Hindus Ihe 
Shis Sena and \HP esin disinbuled 
inshuls m Bombas and elsewheie duiinu 
eleelion eampaigii 

Ihe BlPalsiweiv aegiesvivelv eairied 
on piopnaiida abtiul whai ii called the 
pse'udo seeul irisni ol the ( oncress 
lanata Dal and the Communisi pailit, 
It maintained ihai these pseudo 
sieulaiisis were foiiowtnc the policy ol 
ap|>easenieni ol minoriiies in oidei ti 
exploit them as iheir vole banks I his pro 
paeanela loo h id great appeal lor middle 
class Hindus m uiban aieas the media 
also gave en at pubheily to these views it 
IS unloiiuiiate that m maioi dailies 
Advani s mieisiews and statemcnis talking 
aboiii pseudo seeulansm appealed every 
now and ilien duimg the eleelion 
campaign but no sei ioi>s aim lev anahsing 
ihe hollowness ol AJvanis pseudo 
seeulansm evei dii> Aelvaui muiidcd to 
send siione' pohiieal signals to Muslims 
and otiiei iinnoiiiies that thev niust live 
III tins country on terms dictated by ihe 
Hindus 

Aeeoiding lu Advani Nehru s pseudo 
seeulansm did noi proieei the Hindu in 
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lerests It only took care of minority in 
terestv India could be a genuinely secular 
country only it it opted to be a Hindu 
Rashira and only if Hindus could be 
genuinely setular, all others were eithet 
communal or pseudo-secular ThQ* did 
not even see the obvious contradiction in 
terms like ‘Hindu secularism, ‘Muslim 
secularism’, etc Se.ularism must be 
understood in its own terms It cannot be 
hooked to any religion or rehgioqs com 
munity in order to be genuine But this 
IS what precisely the BJP leaders did 

Appeasement ul minorities, on closer 
examination, is also tound to be hollow 
All that Adsani is able to cite, to prose 
‘appeasement ot Muslims, is that 
Muslims arc allowed to practise then 
personal law under which they can mans 
four wives The Hindus, on the othci 
hand, have to be content with one wiU 
alone In the modern world with women 
becoming more and nioic conscious ol 
their rights, even bigamy, let alone 
polygamy, is becoming more and nioic 
problematic to practise A nunibei ol 
suiveys have diso established that it is 
much less prevalent among Muslims than 
among Hindus, though among Hindus it 
IS done illegally Muslim piTsonal law has 
been permuted not so much loi the 
appeasement ol Muslims as to respect 
their lehgious sensibility and sense ol 
security 1hc world ovei minorities aic 
allowed certain measuics—though they 
may be sociallv outdated -in ordei to gtse 
them a sense ol security and religious 
identity Many changes arc overdue but 
they must be moiight abo^i in a per 
suasivc raihei than coercive was I he 
lurmer course can be politicalls less pio 
biemaiic toi a democratic society Social 
changes can be hardls imposed liom 
above 

As lor Muslims being vote banks U>i a 
party, each political parts tries to cieatc 
Its own vote banks II the Coneic's oi 
lately the lanata Dal tried to tieai 
Muslims as a vote bank, the KIP iiicd 
hard to create, among upivei c>iste Hindus 
Its own vote bank I his is a son ol 
political tactics each paitv has to lollovv 
III ordei lo win Some paitics mas have 
treated Muslims as vole banks oi Muslim 
leadership may also have traded with tins 
or that partv to sell Muslim votes hut 
Muslim masses have soicci guite micl 
ligcmiy both in keeping with then mieresis 
as well as countiy’s iniiicsts as a whole 
II they voted lot (ungressoiheiswciealso 
voting loi the Congiess m the counirv II 
others voted tor the lanata patty oi 
Janata Dal during anti C ongress waves, 
Muslims also vcMcd tor the lanata party 
and the lanata Dal tespeclively in 1977 
and 1989 when anti C ongress waves 
pievailed Some Muslim leaders like the 
Shahi Imam do try to sell Muslim voles 
to this or that party which must be strong 
ly condemned Lven the BJP leader Alai 


Behan Vajpayee tried to woo me ^nanl 
Imam in 1977'to campaign for the Janata 
party But it should be borne in mind that 
Muslim masses vote agcotding to then 
own perception of the situation and nut 
because the Shahi Imam tells them to vote 
foi a narticular parly 

In the 1991 elections the imam had ap¬ 
pealed to the Muslims to vote loi Janata 
Dal This appeal was cjuite sunerfluous as 
the Muslims weie alicady determined to 
vote for lanata Dal in general But this 
determination was also qualilicd Ihcii 
mam intention was to deieai the BIP even 
it they had to voic lor the C ongiess or any 
other secular party The election results 
do not bear out that they blindly voted 
lor the lanata Dal In cciiam const it ucn 
cics like the Ramput m UP the BIP won 
because Muslim votes were divided among 
the lanata Dal, SJP and the Comiress(l) 
In Rampur, Muslim voters were 47 pet 
cent and yet because ol this division 
among three parties the BJP candidate 
ct>uld win In Doniariagani consiiiucncv 
in UP Muhsina kidwai, a seniot Con 
gress(l) Icadei, and Seema Mustafa, a SIP 
candidate wete contesting In this consii 
lueiicv though ihc Muslims weic |)ci 
cent ol Ihc electorate, then votes gtvi divid 
ed and the BIP won In Baliampui too 
the BIP won because the Muslim votes 
though considerable, were divided among 
Ihc SIP, Congress and the lanata Dal 

In Assam, Muslims aic 26 pci cent ol 
the electorate and thc*v wield considciabk 
political clout In the last a'semblv dec 
(tons they had voted mostly lot the 
Muslim lioni and it bad won ^0 scats 
Howevci, this time they nearly ignoicd the 
Muslim front and voted for the Cpi]- 
gicss(l) which could win a large numbci 
ot seats and gamed majotiiv Ihc lioiit 
got vety lew seals In \kcst Bengal the 
Muslims voted by and laiee lor the Idi 
lioni I sen m those constituencies whctc 
the left liont was pitied agamsi the ( on 
grcss(l) Muslim candidates, the Muslims 
Ignored C cmciess and voted the Icli Ironi 

in Bihai ol course, Ihc Muslims 
massively voted lor the lanata Dal and its 
allies asaicsuli ol which the ( oiigicss(l) 
had to tacc Ignominious delcai In this 
slate even political gicciihoiiis who con 
tested on the ID ticket won aeaiiisi the 
seuioi C onurcss(l) li'adeis In Daihhanea 
Ah Ashral laiimi a pohi cal novice 
dctcaicd Nagendia Ilia, i sciiioi Con 
gressman with a margin ol l,47,(KK) voles 
In kishanganj, Sved Shahabuddin won 
with 80,(KM) voles delcaiing M i Akbai, 
siiiiiig MP ol the Congress(l) 

All this shows that it Is wiong to say 
that Muslims area vote bank lot a paili 
cular party as alleged by the BIP m tis 
election propaganda and this also shows 
that Muslims do not vote on orders from 
leaders like the Shahi Imam who trade in 


innr vom. /siso, ine mawivc sniwry ai 
the BJP in UP shows that the ruling i^y 
should not completely identify itself with 
any minority or any other religious com- 
miinitv The militant advocacy of 
‘secularism' by Mulayam Singh ^dav 
only did harm lo the cause of secularism 
and the cause of minorities li produced 
strong reaction in the Hindu minds Of 
course there arc other factors which are 
no less important for the defeat of the SJP 
and the C ongtessfi) but militant advocacy 
ot secularism and using secularism, not 
as a political philosophy but lot partisan 
ends can become counter productive 
Both the SIP and the Congrcss(I) which 
supponed the Mulayam Singh Yadav 
government wcie wiised out m the Lok 
Sabha elections and got only a limited 
numbci ol scats ii< the assembly elections 

Anothci impoitani lesson lo be drawn 
Irom this election is that n ts cxtrcmelv 
dangerous loi the nniiv and integrity oi 
ihecountiv to piav communal politics as 
the BIP did Ihc BJP in this election not 
only threw caution to Ihc winds, it 
ileliberaiely, with an intention to captuie 
powei, weakened icligiuus lolciaiice and 
taiscd to while heat the communal 
lempiiaturc in tin coiiniiv 


UNESCO's Contribution In 
Educarion 

DOCUMENTATION 
ENCYCLOPAEDIA OF 
UNESCO AND 
EDUCATION 

(Concepts In 
Communication, 
Informatics & 
Librahanship-16) 

by 

J.C. Aggarwai 
S.P. Agrawai 

Rs.800 

(Set of two parts) 

Documentary selections of 

’UNESCO and Its Missions 
’Ovenrlew ot UNESCO's Role In 
Education 

’Facets of UNESCO's Education 
Programme (Reports) 
’Educational Programmes Round 
itie World 

Mall your orde/s to. 

CONCEPT PUBLISHING COMPANY 

A/18-16, Commarcld Itoek. Mehan6erdsn 

NEW DELH1110059 (IntSa) 


1652 


Economic and Political Weekly My 6*13.1991 




MAHAftASHTRA 

Modern History and Unmodern 
Minds 

G P Deshpandr 


In Maharashtra today you cannot be critical of Phule or Shahu 
Maharaj or Ambedkar without being subjected to mob fury. If 
this continues, it will not be long before we are back to P^hwai 
consciousness—and we will be doing so not in the name of 
Brahmin orthodoxy but in the names of the best minds that the 
non-Brahmin movement has produced in Maharashtra 


IN western India there are two bcautilul 
railway stations apart, of course, liom the 
Victoria Ferminus of Bombay One of 
them IS the Pune railway station One 
should perhaps say ‘was’ because the 
Central Railway has done two rather 
obscene things lo it All Marathi instruc 
tions and boards have been removed and 
Hindi ones imposed on the unsuspecting 
people of Pune The other obscene thing 
which IS even more offensive to the eve is 
the colour scheme employed in painting 
the station building The carlici look ot 
the station was far moie satisfying But 
fortunately the north Indian dominated 
( entral Railway could do precious little 
to damage the building itself Ihe other 
beautiful little station is that of kolhapui 
The Miraj kolhapur railway completed its 
hundred years this scar The fust train 
from Mirai to kolhapur left on Apii! 20 
1891 The then governot of Bombay Ixird 
Harris showed the grten flag to tlu tram 
and also Iravellcxl on it Quite contrarv lo 
the practice of our democratic republic 
the invitation to a special function in 
kolhapur three ycais earlic i (to be pucise 
on May X 1888) to launch the construe 
non of the lailway had spcciticallv stated 
that all speeches would be in Marathi f)iii 
ne I Brahmin bureauciats (of the C entral 
and the South C entral Railway) and ot 
course, the Hindu nationalists (these davs 
It IS not easy to tell the difference, it vve 
go by the exodus of rented civil servan’s 
to the BJP) have little use lor Indian 
languages Hir tncin Inglish and Hindi 
alone matter Anyway, the reason of this 
special emphasis on Marathi speeches 
must have been the doing of Kolhapui's 
then Rata, a young man in his teens 
Shahu Maharaj who, unlike our picsent 
lulers, did understand the impoitance ot 
people’s languages The British under 
stood It no less In fact at the Miiaj 
railway station you can still set a huge 
board on which instructions in Marathi 
were inscribed and the South Central 
Railvvuy has painted Hindi instructions on 
lop of them' Shahu Maharai would eer 
tainly have piotested against this it the 


1888 notice is any guide 

1 his detour via the railways was made 
csseiitiallv to talk about Shahu Maharaj 
who understood that the railways are an 
essential pre requisite of modernity 
Hence he launched the kolhapur State 
Kailv av in 1888 and the first train left 
Miraj on April 20 189I This centenary 
IS also related in a way, to Phule’s 
death centenary (1990) and, of course, 
Ainbedkai’s birth centenary Shahu 
Mahaiaj like the other two, was a 
modem man who believed that the 
kunbis (peasant castes now generally 
described as Marathas) should be intro 
duced to modernism’ if they had to sur 
vive the competition with the Brahmins 
1 he I ole of Shahu Maharaj in the moder 
■using piocess eif the Mahaiashtnan mind 
cannot be denied 

Theie are anv number of scholars who 
eeognise the modernism of Shahu 
Mahari) There has been valuable work 
on his eoniiibuiion lo Ihe modeinisalion 
of Mahaiachtra in the late I9ih 4 nd the 
earls 20ih century Most ol it is in 
Marathi Ihe present writer does msi 
know if a critical and biographical survey 
ol Shahu Maharaj exists in English But 
he would not be surprised if there wcie 
none As usual one may base to wait for 
some American or Fnglish historians 
woi k to genet lie some interest in the man 
as lai as cun modern histoiieal scholai 
ship m this country is eonecined 

But that IS not the only problem about 
Shahu Mahataj In the last couple ol 
decades \1 ihaiashtra's modern histoiy 
has bee i subiected to increasing detfica 
lion Aiiibedkai has been made into a 
Bodhisaiiva (laiidhi was called a 
Mahatma but both duiing hts lifetime and 
afiei he could be and was attacked merci 
Icsslv 1 here are hardly anv political acti 
vists and intellcetuals in Maharashtra to 
day w ho would be iinasnamed Gandhians 
01 Iilakiiesoi Ranadeitcs A icceni book 
(in Mai ilhi) on Kanade denribed him as 
\ifui // uni (the scholar extraordinary) but 
did no m anv way deify him But that 
must be one ol the last few efforts which 


do not turn th«r subjects into some kind 
of divinities Some thing similar is hap' 
jwning to Shahu Maharaj When per- 
sonabties are turned into dmnities no 
critique is possible, no entical assessment 
IS possible It IS not recognised that great 
people have then limitations But to talk 
of limitations is blasphemy' To borrow 
Hanna Arendt s words, said m a different 
context, the stage when "we are prepared 
to meet” the personalities “head on, 
without any pteconceived system” has not 
been reached in our country We do not 
seem to notice that there is a difference 
between being great and being infallible 
Because our idolatry does not lec as do 
It, may be 

Anyway, that is what has happened to 
Shahu Maharaj as the editorial board of 
the Maharashtra State Gazetteers was 
ruefully (o discover It was the kolhapur 
Corporation elections which did it There 
IS a historical reason for going back to this 
issue Bal Thackerey s lather was a social 
reformer editor of a journal called 
Ptabodhan (Enlightenment) and one ol 
the latter dav luminaries of the anti 
Brahmin movement m Mahans) tra 
Shahu Maharaj was one of the early 
leaders of the same Bal I hackerev s pre¬ 
sent would make his past quite incredible 
But It IS not exactly his past He has mere 
Iv erected his father s statue near the Por¬ 
tuguese Church m Dadar m Bombay He 
obviously has vety little to do with hts 
antiquity and ancestry But Shahu 
Maharaj was a It ader ot the amt Brahmin 
movement in southern Maharashtra It is 
useful to remember that 

Sharad Pawar s government has laun 
chea a scheme under which revised ver 
sions ol the Distrii t Gazetteers are being 
published in Marathi Under that scheme 
a competent editorial committee made up 
of leading scholars and academics was 
appointed to supeivise the publication of 
these volumes Ihis editorial committee 
consisted among others of the following 
people \ M Pathan (tctiicd professor of 
Marathi in Marathwada University and 
formei president ot the Marathi Sahitya 
Sammelan) O B k irnik (retired editor of 
the Mahuittshtia hints) \ P Aimkhedkar 
(director of the Maharashtra State Depart 
men* ol Archaeology) and B I Bhole 
(teacher ot political science Nagpur 
Umyersiiy) k k ( howdhary, himself a 
historian bureauent and secretary to the 
department prepared ihe volume which 
was referred to tlu committee mentioned 
above RC Aisyar wasits chaiiman This 
volume run into "'50 pages of which 88 
pages (pp If to 121) are devoted to the 
history of ktilh ipiir district 

The Inst edition ol the Kolhapur State 
Gazetteer was published in 1886 The 
second edition kolhapur had become a 
district by now was published in I960 
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Thre; decades later the .state government 
decided to publish the third edition. The 
»litor and the committee made every ef- 
Tort to incorporate the new material which 
ha.s been available since 1960. The author 
of the Gazetteer K K Chowdhary, says in 
his introduction: 

It IS sixiysi'i years since Sliahu MaharaJ died. 
Now it IS possible to see his contributions to 
hisiory as also his limitations. This essay is 
noi a biography ol Shahu Maharaj. It is an 
essay in non-partisan history. History by 
deriiiiiion involves objcdiviiy, impaitiality 
and a critical view. In our assessment of 
Shahu wc have used thice volumes of his cor- 
lespondence published by the Shahu 
Maharaj Research Centre of the Kolhapur 
l/nivcrsiiy, his speeches, the memoiics of 
Shahu collected by I'rabodhapkar Thackerey 
[Bal Thacketcy's father mcniioned above) 
and other recent woik (translated from 
Maiaihi bv the piescnt authoi. Translation 
tentative I 

It i.s easy to see that K K Chowdhary 
has gone about his job quite professional¬ 
ly. There i.s not a single statement in that 
account which is not documented. Nor is 
there any part of the 88 pages which can 
be accused of not observing the basic rules 
of historiography. In any ca.se, to attribute 
any prejudice to K K Chowdhary or the 
editorial committee is simply ignorance at 
best or castcism at worst. 

Out of the 88 pages devoted to the 
history of Kolhapur district about half 
relate to the modern period. Out of that 
the material on Shahu Maharaj comprises 
no more than 20 pages. The book dwells 
at some length on and refutes the charge 
that Shahu Maharaj was a Brahmin- 
baiter. There is a rather generous account 
of what he did for the downtrodden and 
(he backward castes. In fact the account 
opens with the following words (p 77): 

The modern period in the hisioiy ol 
Kolhapur begins with the reign ot Shahu 
Maharaj. There can be no doubt about that 
Nobody can deny that Shahu Maharaj was 
one of those great people who were harb¬ 
ingers of the modern age in Maharashtra 
under the British lulc. As Maharshi Shindc 
pointed out, “Shahu Mahaiaj constituted 
one ol those natural waves which contact 
with the west inevitably pioduced in (the 
otherwise placid waieis ol) Maharashtra’' 
He was one ol those rate kings who had 
a passionate concern loi the uphftmcnl ol 
the poor and the downlitidden. He was a 
king and at the same time a tighter in the 
vanguard ol social a-lorm (aimed at the lower 
castes) (Tianslaiioii from Marathi bs ihc 
pieseiii aiilhoi. franslaiioii lenialise) 

Why did such an account create a storm 
then as it indeed did towaids the end of 
ihc last year? Now that Ihc dust has 
settled it has become impoitant to take a 
liesh look at the controversy. 

The historical account pays all Ihc 
tiibuies to Shahu Maharaj and then goes 
on to add that Shahu Maharaj was pro- 
3riti.sh and that he collaborated with the 
British in supplying information to the 


governor of Bombay about the activities 
of the extremist-nationalists. The author 
has cited all the relevant data on the sub¬ 
ject, including the correspondence bet¬ 
ween Shahu Maharaj and the then gover¬ 
nor of Bombay. No statement in this book 
has been made without adequate docu¬ 
mentation and neither is this statement. 
Shahu Maharaj did play a collaborationist 
role. The book cites this as the limitation 
of the man and even says that it was 
inevitable in view of the supremacy of the 
British power. Shahu would not have re¬ 
mained maharaj (king) of Kolhapur had 
he refused to play that role. 

All hell broke loose in Kolhapur when 
a couple of Marathi dailies from Kolhaput 
saw, conveniently on the eve of the cor¬ 
poration elections, in (his account a wilful 
maligning of the revered maharaj. This 
led to a ‘bandh’ in the city. The culture 
minister, Arun Gujaralhi, who probably 
had neither seen nor read the volume, 
announced the scrapping of (he editoiial 
board in the state legislative council and 
the withdrawal of ail copies of the book 
from circulation. Chief minister Pawar 
was caught in an impossible situation, 
f.videnily Cujarathi'v announcement 
came as a surprise even to him. He 
therefore went on to defend his minister 
and the government in the most uncon¬ 
vincing manner. He even claimed, without 
any basis of course, that the editorial com¬ 
mittee had been given a chance to defend 
itself. As if (his was not enough, the 
hysterical members of the legislative coun¬ 
cil wanted a privilege motion moved 
agaiasi B L Bhole who had issued a public 
statement questioning the propriety of the 
legislative council and Gujarathi deciding 
(hat (he editorial committee be scrapped. 
Fortunately the chairman of the legislative 
council disallowed (hat. 

The embarrassed chief minister tried to 
retrace his steps by announcing in the 
Maharashtra Times (the Marathi daily ol 
the Times oj India group) that “the 
disputed” paragraph in the historical ac¬ 
count of Kolhapur district would be omit¬ 
ted in the re-issue. He further reassured 
his readers that the editorial committee 
had not been scrapped. This should in his 
V icw close the controversy, it did not quite 
do that. In a letter to the editor of the 
same daily, B1. Bhole raised the i.ssue that 
a statement made in the council cannot 
be gone back on with impunity. It would 
amount to breach of privilege. Bhole's 
suggestion cleaily amounted to saying 
that either the chief minister or Gujarathi 
himself would have to retract the latter's 
statement in the council. Only then would 
the controversy be treated as closed. 

The Kolhapur railway station which 
launched the eventful and progressive 
career of a people’s maharaja reminded 
us ot (he unseemly controversy. Nobody 


wants to correct the initiat error alt the 
government. The only fault that can be 
found with the writing on Shahu Maharaj 
is one of interpretation. The editors have 
decided to totplain’ away Shahu Maharaj’s 
collaboration with the British as his 
limitation. One is not so certain about 
that. Shahu believed in the ‘progressive’ 
role of the British empire. It should bf 
possible now to take a more generous view 
of his collaboration. Recently Phule had 
also been attacked for a ‘pro-imperialist* 
stance. The real issue therefore is to define 
and articulate the attitude towards the 
empire that some of the social reformers 
displayed. After all, Shahu did not col¬ 
laborate with the British to give himself 
time and leisure to go hunting as many 
chiefs of princely states were doing during 
those days. Shahu Maharaj (like Phule 
perhaps), unaware of the patterns of 
dominance and exploitation inherent in 
imperialism, decided, and did so quite 
consciously, to use it to carve out a place 
in the sun for the lower castes. In other 
words, it was a conscious decision. This 
‘collaboration’ was different from that of 
the princes of Rajputana. The editorial 
committee fails to make the point. It 
should have done it. 

But to say that is. and would have been, 
legitimate inasmuch as i' would have 
started an academic debate. Nobody was 
interested in that. Hence no such ques¬ 
tions have been raised about the writing, 
of history m the Kolhapur Gazetteer. Not 
only (hat nobody has done it. but what 
is worse is that the entire debate has been 
conducted in hysterical terms. The chief 
minister should have made it plain that 
(here was no maligning of Shahu in the 
writing of the history section of the Gazet¬ 
teer. Such charges amount to approaching 
modern history with unmodern minds. 

This is not an issue on which ‘bandhs’ 
are in order. The chief minister cannot and 
shquld not treat academ|c-historians with 
such contempt. As one Marathi paper put 
it, populist pen-pushers might well be 
hired for writing history rather than 
academics. T here is also a bigger issue 
involved. Is modern history now out of 
bounds in (he land o( the Marathas? Tilak 
was critical of Gokhale all his life but did 
not lo.se his sense of history in the pro¬ 
cess. When Gokhale died, easily the best 
contemporary assessment of the man was 
written by Kesari, i c, by Lokamanya 
Tilak. 

There is an erosion of the values ol 
academic integrity in Maharashtra today. 
Its partially because any number of sub¬ 
jects are being subjected to mob fury. You 
cannot be critical of Phule or of Shahu 
Maharaj or of Ambedkar. This is a 
dangerous situation. Wr are systematically 
destroying the ‘modern’ elements in our 
life and culture. The controversy, laigely 
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nay MM nyiicncu, on the history or 
Kc^pur U one example of that. Sharad 
nmar, playing his political cards well, has 
done what almost any chief minister 
would have done. In that sense it is not 
a question of how the state interferes with 
the process of writing history It is a 
question of the overall climate that we 
have built in this country in general and 
in Maharashira in particular 
The land of Phulc and Shahu Maharaj 
IS falling back to medieval limes It is 
going to require a bigger and wider move 
ment to fight the unmodernity of it all 

CALCUTTA 


THRU newly LonsliUktid houses have 
collapsed in the span ol iwo vears in 
Calcutta Two ot these wen eoiistrueled 
on ‘bastt land and so the sietinis weic 
largely ‘basti dwelhis It is lusw quite 
cleat that these incidents ate imi unrelated 
nor tsolate'd lust a people aic killed oi 
become invalid alter eonsuining aeliil 
leratcd mcdtcine s oi adulteiated oti, pco 
pie are hiiiied alive under ‘'idiiltc rated 
houses And it they escape this late they 
are killed oi inainied and rendered home 
less bv the corpuiaiion's periodic sell 
conscious demohlions aceoinpanitd bv 
police III lines, at happened at Kaiaba/ar 
Needless to say this situation is the 
outcome ol the greed and ficn/ied pro 
litcenng ol a patiiculai class ol vested in 
terests Unlorlunatclv iheotlicials ol the 
(altuiia Municipal (oiporaiion who 
have been delegated the icsponsibthty ol 
keeping a sigil on the activities oi this 
greedy prolileeiing class have not only 
completely tailed in their duties but arc 
actually explieitly collaboialing and eol 
luding in this type ot ghastly incident 
Tl)e house on Collins L ane which eol 
lapsed in February 's situated only a 
Stoners throw away from the local eoi pora 
•ion office Atcording lo local people the 
ground flooi ol the house coveted an aiea 
of 1 katha (i e. 720 sq It) As the oihci 
floors went up, the coveted aiea increas 
ed This expansion took place only on one 
side Further, the house did not have a 
proper foundation The structure ol the 
house had been kept like that ol a 'basli’ 
hut and pillais had been constructed on 
four sides According lo experts, the 
pillars were also defective and no soil 


(Me can only hope that aome people in 
Shmad Fawar's conclave ate able to see 
that the project of modernity is jeopar¬ 
dised, almost threatened. If they don't, it 
would not be very long before we are back 
to B»hwai (the I^hwa period of Maratha 
history) consciousness, except that we 
would do so not in the name of Brahmin 
orthodoxy but in the names of (he best 
minds that the non-Brahmin movement 
produced in Maharashtra In short, we 
shall be reading our modern history 
with unmodern minds The state must 
intervene to stop that 


li sling had been done Out of fear of the 
local hoodlums and promoters (he peo 
pie had to Femaiii sileni—though knowing 
that the house was on the serge of col¬ 
lapse While some K people were rceciv 
ing treatment tor iniuries from the 
( handnt Wfellare Society’s rebel clime 
thev had no sheliei and nowhere to go 
when the adicf camp closed How the in 
jured would earn their bread was also a 
matigr ol serious concern The goxern 
ment gave no assurance ol eompcnsaiion, 
no camp, even oi a temporary natuic, was 
organisc'd on bchall ot the governmenMor 
those who weic tciideied Tiomelcss 
1 he people ot the 'basti' said that the 
goveinment has, oui oi its political 
motives, been permitting illegal construe 
lions The ‘basil land is owned by the 
government and without us special pet 
mission any (vpe ul pukka construction 
on the land is illegal Because of the I9KI 
amendment ol the Thika Tenancy Ad 
1949, the government became the owner 
of (he land on which the ‘bastis’ stand and 
the govcrniniiit and (he slum dwellers 
became the owncis ol the structure of the 
•basils’ So the Thika tenants weie gianied 
the light oi changing the sttueturc oi 
developing the basiis’ but only with the 
permission ol the government This has 
given use to illeral constructions because 
histlv, It IS ncjilv impossible to make an 
isolated ‘plan’ in such a sn all area ot the 
slum, sc ondly the long drawn-out, 
delayed pioecss lot obtaining sanction foi 
the plan i* exaspeiating. and thirdly, peo 
pie always try to lind an easy solution and 
It IS easier to take recourse to illegal 
pioecsscs than lo clear the hurdles of cor 


ruption present at every stage in the 
Calcutta Corporation As per the admis¬ 
sion of the West Bengal government (in 
the as.sembly) some 5,(XX) illegal construc¬ 
tions have come up in the last 10 years in 
Calcutta 

Over 50 per tenk of the residents of 
Calcutta dwell in the 'bastis' 1 he housing 
problem of the middle class and the lower 
middle class is also worsening by the day 
For their survival people arc compelled to 
invest money in illegal constructions 
Through its demolition programme the 
corporation is making tenant slum 
dwellers homeless People who have used 
up the savings of twoAhree generations 
to construct a place to live in are becom¬ 
ing penniless because of the programme 
of demolition ol the corporation When 
asked by the journalists ol some leading 
newspapeis as to whv they were going in 
lor illegallv constructed houses despite 
being fully aware ol the legal status ot 
those flals they said ihai it was impossi 
ble tor them to afioid a legally eon- 
siructcd dwelling Moreover, they believed 
that these illegal constructions would Itc 
legalised in lutiire as a result of puhiii.)l 
pressuie, because at one lime the slums 
were also illegal and had become legal due 
lo political pressuie in the meantime, (he 
corporation has identified some of the 
illegal’ structures, but the owners of these 
houses continue to pay taxes to the cor- 
poiation According to the ‘basti* 
dwellers, the houses which arc built under 
the supervision ol the owners for their 
own housing accommodation are illegal 
but are not dangerous I hat ts why, they 
sas, the government should not demolish 
ans house without as'cssing its quality 
first Sometimes lot salt tv's sake, it a 
house IS to be demolished then the 
goveinment should artanitc (or an alter 
native and legal ariamtcnient-no one 
should be made homeless Iniphcitlv and 
cxpjuiilv, the govcrnincitt was responsi 
bic tor esictisive illceal constructions in 
(he baxiis That is whv without arranging 
tcvr alternative establishment ot compen 
sation no house should be demolished 
Also the promoters, municipal stall, 
police, owners should be equally penalis 
ed tor construction ol dangeious houses 
W hen asked w hs thes were not willing to 
move to other parts ol the city specially 
when they weic investing so much money 
they said that it was the pr(>blem peculiar 
to |hc minonry communiiv and the peo¬ 
ple ot these communities were always 
reluctant to become i.oiated liom their 
own kind 

Some important proposals regarding 
slum development wcie discussed during 
a meeting organised bv the voluntary 
organisation Unnayan lollowtng the Col¬ 
lins Lane house collapse on Match 7, 
1991 The meeting ptoposed that* 


House Collapses and 
Police-Builders Nexus 

Kribhna Roy 

Several ncwly-constructed houses have collcipsed tn Calcutta 
recently drawing attention to the ne\us among the corporation 
officials, builders and the polite 
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(I) ‘basti’ panchayats be formed of peo¬ 
ple’s repiesentaiives for ihe dcvelopmeni 
of the ‘basils' through which the govern¬ 
ment will have to woi k (2) The land price 
IS cxcessivelv high in the areas where the 
bastis are situated 11 govcrnmciit lulcs 
uid regulations in respect ol house con 
struclion aie leinoved oi relaxed in these 
areas then the promoteis will find a 
‘kingdom’ here I’ooi people cannot be 
blamed lot being caught in then trap flic 
building plans iii these ‘bastis’ should be 

i hoioughiv studied An isolated or par 
lal solution would be instil I icient What 
was needed, the meetine concluded, was a 
complete and luHv organised plan 
The mcetiitg also drew attention to 
some issues which needed to b^ resolved 
If thejargt number ot illegal houses arc 
demolished then a substantial amount ol 
social resources would be wasted and 
many unpleasant tiictdents ol death would 
occur Adniinistratise lapses and corrup 
ttonare responsible toi this waste ol social 
wealth and human lives and the govern 
ment alone is responsible loi this The 
meeting was ol the opinion that cases 
should be tiled against ihe govcinmeni 
wherevci necessarv Thi meeting Icit when 
in 1981 ihc fhika Irnaiicv Act was 
amended the governiiieiit should have 
.taken over the right that the Thika tenants 
enjos on the siiuctuie, and should have 
taken over the diicit lesponsibilitv loi 
foimulating a conipleie and sviichionised 
plan 


R\I\B\/\K P(M It I PlRINt, 

A fact tindiiig mission on the police 
linng that look place lollowing a denioli 
tion ol a house m Cias Stieci m Rajaba/ar 
lound the lespondenis, leluciani to talk 
and reveal then names The numbei ot 
persons killed here was more than was 
reported bv the police Among Ihe persons 
killed was an eight year old child who 
after hearing the sound ol the hnng went 
outside to see what was happening A but 
Cher’s son who was carrying coins in a 
paper bag was suspected of carrying 
bombs by the police and was killed Iwo 
persons were killed inside a saloon and a 
cobbler who went to a corporation tap to 
drink water had hts thirst quenched 
forever TWo mentally deranged persons 
were injured in the police hnng The 
relatives of the persons kilted were not 
given the dead bodies which were buried 
directly under the supeivision ol the 
police. 

Not only did the police lire indis¬ 
criminately, they also earned out in 
discriminate at rests irrespective of age 
Some eyewitnesses said that while 
arresting they mercilessly beat up people 
who were helping the injuied and later 
severely tortured them m police custody 


Alter 14 days the arrested were granted 
bail on the condition that they would 
come to Ihe police station whenever 
required—the beginning ol the Ram/an 
last being 'be reason for 'magnanim"v’ 
ol the police The owner and thceonirac 
tot ol the illegal house have not vet been 
traced 

NNIiai was the motivation behind this 
merciless killing bv Ihc police’ According 
to reports, alter supcisising the demoli 
non woik, while the police lorce wav 
going back, some people threw stones oi 
bombs at them A stone actually sttuck 
the assistant commissioner Asub Khan’s 
cat Me mstanilv ordered the lirmg and 
within minutes the police started to liic 
indisviimmatelv 

I asked the local people wlielhei inev 
wete going to ptoiesi against this jhiIicc 
lirmg, specialls when the police was per 
sisimg m their repicssions and have even 
taken avvas people s neht to piolcst 1 hev 
said that thev Iclt the iiccessitv to pioiest 
but at the same time wiic unsure ol how 
to protest “We used to depend a lot on 
till ’Red Pails but lhc\ h.ive also 
betrased us I hi so lalled ‘dadas’ ol the 
political patties oiganised piocessions 
with the dead bodies ol our people onls 
lo giab votes We arc tcadv to light but 
who will uivc leadership’" 

Why not nv to oiganisc a peact lom 
niitice Ol a cin/eti s lonim and peacelullv 
piotesi ’ “Yes, wc must do something Fro 
moiers will construct illegal houses ‘Mas 


taiim’ wjU throw stones obkombs « the 
police and small children and innoeent 
people will be killed. Who has given the 
police the right to kill an innocent chtld 
or a mental patient? Our hearts are bur’- 
ning I he citi/ens of Calcutta are getting 
an impression that Rajabaaar has become 
a den ot the criminals and the police have 
killed the criminals You go and ask the 
police whether any ol the persons killed 
have any past record ol criminal activities. 
1 he incident look place in Gas Street but 
the murder took place near Science Col¬ 
lege this gives an idea about how in- 
disciiinmately the police fired’’ 

Local people and some political and 
human rights organisations have raised 
some demands (1) Fhere should be a 
judicial enquiry icgardmg the Collins 
1 ane house collapse and the police firing 
m Rajaba/ar (2) Adc>quatc compensations 
be given to the relatives ol the people 
kilted and injuicd in the incidents 
(t) I hose olfitiais of the corporation and 
Ihe police who have taken bribes tor the 
construction of illegal and endangered 
houses should be traced and severely 
punished (4) I he residents ot the illegal 
houses should be given prior notice before 
demolition and those who would become 
homeless should be adequately rchabi 
litated While the ( alcui'a of the babus 
IS celebrating its tercentenary with garish 
illumination, band and pipes, poctiv and 
showmanship, the Calcuiia of the ‘bastis’ 
continues to be foitcd lo dig grave's lor 
living people 
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0|)eii Skies over Heathrow 

K G Kumar 


While the Gulf war may have dealt a body blow to some 
international airlines, the industry worldwide is now on the 
upswing, with more flights, fare cuts, better and flashier service 
and all-round unabashed wooing of passengers in the offing, 
especially across the Atlantic 


FOR the airline industry worldwide, the 
Gulf war was^ cash-crunching nightmare. 
That scary period is now past and in 
Europe and the US air travel shows signs 
of picking ttp. But for trans-Atlantic air 
travel in general and British aviation in 
particular, the immediate post-war 
months seem to have blown up gusty 
winds of change. These have made some 
airlines gleeful, while one big name, 
British Airways (BA), is none too happy. 

The scene of ail this change is I ondon's 
Heathrow, billed these days as the world’s 
busiest airport for international travel (a 
far cry from 1983 when the British Guild 
of Travel Writers voted it the world’s worst 
airport). On March 5,1991, in logical pur¬ 
suit of the Tory government's ‘open skies’ 
policy of deregulation and liberalisation, 
the UK department of transport lifted the 
ban on new ‘slots' (landing and tak'>-orf 
times) at Heathrow. Until then only 
airlines which had been operating at 
Heathrow before 1977 were allowed to use 
the airport. This restriction was designed 
to ea.se congestion at Heathrow and divert 
traffic to Gatwick, London’s second air¬ 
port which the British Airport Authority 
has been promoting vigorously to inter¬ 
national airlines and travellers. But that 
aim was never attained. No airline wished 
to avoid Heathrow, not just because it is 
closer to central London but because of 
its huge passenger volume (over 40 million 
in 1990) and the greater share of transit 
traffic. 

It was the evistcnce of the.se unparallel¬ 
ed attractions that prompted two US car¬ 
riers, United Airlines and American 
Airlines, to manoeuvre and bargain 
through the whole of last year to buy up 
the Heathrow landing rights of their 
financially-maimed brcthien. Pan Am and 
TWA. That deal finally came through on 
Maiich II when US and UK negotiators 
agreed to allow United and American to 
replace Pan Am and TWA in serving 
Heathrow. The figures theni.selves speak 
for the value attached to Heathrow slots; 
United bought Pan Am's routes lor US 
S 290 million, while American coughed 
up S 445 million to grab TWA’s Heathrow 
routes. 

To be sure, this deal has brought some 
gains to British Airlines too. The US wilt 
now let a second British carrier—Virgin 


Atlantic—fly from Heathrow to North 
America. British airlines will now also be 
able to fly to the-US via Europe and then 
on to Mexico, the Caribbean, South 
America and the Pacific. They can tie up 
with domestic US carriers in computer 
reservation systems. Soon after the deal, 
Malcolm Rifkind, the UK government’s 
transport secretary, told the British Parlia¬ 
ment that British airlines “will get an un¬ 
precedented wide range of new oppor¬ 
tunities to compete in US markets". 

All this will certainly benefit British 
Airways too, but the UK national carrier 
is far from happy. Heathrow has always 
been BA’s strong home base and an 
evidently perturbed management declared 
that opening up Heathrow would 
‘materially’ affect the corporation’s future 
profitability. 

For BA, these developments have come 
at a particularly bad time. The airline has 
been struggling to prise itself free from the 
pincer-grip of the economic recession and 
the shrinkage of international air travel in 
the wake of the Gulf war. To fight Iree, 
BA’s marketing strategies have reinforced 
the superlative approach; The hard -sell 
slogan remains “the world’s favourite 
airline”, notwithstanding a recent 
deflating surve>' by the popular consumer 
magazine Holiday Which! which ranked 
BA only 22nd in a poll of 48 airlines 
drawn up by the Consumers’ Association. 
(Incidentally, our own pride. Air India, 
wa.' outstanding at the very bottom of the 
list, behind such luminaries like Balkan 
Bulgarian, Aeroflot and bgyptair.) In a 
bash-on-regardless spirit, a BA spokesper¬ 
son was quoted as reacting thus; “We take 
note of ail surveys, but passengers, vote 
with their Icct. Our ‘world’s favourite 
airline’ claim is based on the fact that we 
still fly more international passengeis than 
any other airline!’ Continuing this spiel of 
superlatives, BA breathlessly launched us 
‘world’s biggest offer’ of 50,000 free 
tickets to London on April 23. 

The only one who is truly smiling hear¬ 
tily now IS Richard Branson, the flam¬ 
boyant UK showbiz entrepreneur and 
founder of Virgin Atlantic Airline. Virgin 
apes the low-fare tradition of past heroes 
of budget travellers, vL:, Laker Airways 
and People Express. Already, in anticipa¬ 
tion of landing rights at Heathrow, Virgin 


Atlantic has announced a cut in its US- 
London fare by 15 per cent. And soon 
after BA splashed its freHsie offer, 
Branson took out a cheeky full-page ad 
in British newspapers. It said; “It has 
always been Virgin Atlantic’s policy to 
olTer you the lowest fares across the Atlan¬ 
tic. Therefore, in accordance with this 
policy we strongly urge you to fly with BA 
on April 23. As for the other 3M days of 
the year you will still find the best fares 
and the ^st service on Virgin Atlantic”. 

Whatever shapes these corporate com¬ 
bats assume, for trans-Atlantic air 
travellers the opening up of Heathrow can 
only mean happier days. British depart¬ 
ment of transport officials are already 
talking with their American counterparts 
to win further concessions for British 
Airlines. Travellers can therefore expect 
more flights, fare cuts, classier service and 
all-round unabashed wooing, especially of 
frequent business fliers. 

Eddie Rickenbacker, founding CEO of 
Eastern Airlines once memorably describ¬ 
ed the airline industry as “a business of 
putting bums on seats". In these days of 
depressed traffic no industry bigwg 
would dare echo Rickenbacker’s brash 
witticism. Passengers can no longer be 
treated as captive fools, but for trans- 
Atlantic travel in the wake of the open¬ 
ing up of Heathrow, there will clearly be 
more bums chasing cheaper .seats. 
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SPEECH DELIVERED BY A. BASU. CHAIRMAN. VSTINDUSTRiK UMiTS), 


AT THE 60TH ANNUAL GENERAL MEETING HELD ON JULY 5TH. 1991 AT HYDERABAD. 



K is thr first lime we are meeting after the 
Diamond Jubilee of your Company on 
November 10.1990, — a milestone In Its 
hisloiy II would therefore be appropriate for 
me to review the history of your Company 
before we commenee our deliberations on the 
formal Agenda 

VST — PAST AND PRESENT 


It was In 1921 that Janab Mohammed 
Vazir ol Va^lr Sultan & Sons, supplicated the 
.seventh Ni/am, Mir Osman All Khan to use 
the Charmmar as a trade mark of a new 
brand ol cigarettes he wished to 
manutartiire This was graciously sanctioned 
and a firman promulgated to this effert. 
Several Years later, in 1930, a public limited 
compaiiv. The Vazir Sultan Tobacco Ca Ltd. 
was formed in association with the 
British American Tobacco Co Ltd of the 
tinited Kingdom (BAT) with the latter taking 
up almost two-thirds the share capital. 
Thiough a process ol dilution and 
disinvestment over a period of years, the 
foreign shareholding was reduc^ to 32% by 
1976, and VST emerged as a 
professionally-managed Indian public limited 
Company with the benefit of the BAT foreign 
association in respect ol worldwide access to 
operaiional know-how. including the fruits of 
extensive Research & Development activities. 

The present iactory was inaugurated In 
1933 and over the years. Investments have 
been made to expand capacity However, as a 
result of a (oasclous decision, quantum 
changes in technology have been made in 
recent years, and today your Company has 
the largest and most modern bctoiy in 
India, capable of producing cigarettes of 
international quadity. Its Pnmary 
Matiulacturiiig Depaitment is the lirat to be 
equipped with I’rograinmable Logic Conlrtri 
Its Secondary Department, which Is in the 
process ol being fully modernised, will soon 
take into luic t)^ latest generation Loga 
Cigarette Making machine 

Thiough plantation, landscaping and 
continued attention to building and layout, 

■I loiiducivc environment for work is 
maintained A unique odour pollution 
uintrol system was recently Installed and 
leprcsents another first tn the industiy 
in India 


Your Company Is in the forefront in 
respect of its RMcarch and Development 
activities. A modou. wrO-equipped 
laboratmy. Inaugurated this yem and staffed 
I 9 quallfiixl scientists, keeps a close watch 
on the quality of the product and assists in 
the dev^ment id new processes and 
products. Indeed, an apj^lcatlon has been 
hied recently for patenting the indigenous 
design of certain rrlticd tobacco processing 
equipment which has evoked interest 
overseas. 

This consistent thrust towards lectindogy 
and modernisation has not however, diluted 
your Company's care and coneem for people, 
who are cental to its business In our ease 
thqr consist of 2.472 employees, about 
30,000 tobacco farmers and over 500 main 
dealers, 50,000 whoksakis and 5 lakh 
retalleiB who are our eustomers. 

Almost three decades of strike-free 
industrial relations is the result of your 
Company's concern for its employee But 
behM that has been a history of 
consultation and parttelpatlon. including a 
succession of twelve long-term agreements, 
commencing from i %2 to the latest one 
signed in March this year. The Vazir Sultan 
T^cco Company Workers Union. Registered 
No. 1 of 1946; was the first Union to be 
registered tn thr erstwhile Hyderabad State, 
and was formally reci^lsed in 1947 as the 
employees'sole bargaining agent The 
provident fund estwltshed tn the thirties, 
the ^tulty scheme introduced In the fifties, 
and a pension from 1982 were Company 
initiatives — all Introduced before they 
became mandatory 19 law Bonus, a source 
of perennial strife In the Indian Industrial 
scene, has never been one in your Company; 
Instead, a simple and effective productlvlh 
bonus scheme which has stood the test of 
time, has been c^ieratlve since 1961 

1 believe that a culture of adaptability and 
wiBingness has now been established, open 
tc new technology, be It machines or 
computers, be it on thr shop floor or In the 
offices or indeed the rural areas, where 
tobacco IS grown. Your managers art 
profession^, oijoytng an environment 
where innovation and achievement are 
recognised, and they provide the leadership 
to the dedicated workforce today, of whom 
you can be legitimately proud. 

Your Company's association with the 
tobacco farmers of Telangana commenced in 
1952. with the launching of thr Tobacco 
Devdo^ent Programme. Ccmcepts of 
scirnttflc fanning, linked with bimk finance 
schemes and crop insurance, have hdped the 
fanners in secunrtf a livelihood. In good 
seasons and bad 'f^ether, we have 
developed commercl^ viable varieties of 
Oriental. Kentucky fbe<mred, light soil 
Burley, a monsoon crop of ^-cured Natu 
and cdher non-traditlonal tobacco crops for 
which domestic aiul expon markets are 
being steadily devekgwa. A major thrust is 
being made throu^ the 'Trees for Life' 
pro^amme for providing a balanced dirt for 
thefarmers' families, wmle simultaneously 
Improving tlM ecology. 1 believe that another 
dimension will be added to this relationship 


with your Company’s contemplated entry 
Into a new agri-business. 

It was in 191^ that ^r Company 
commenced the distribution and mmketlng 
of its products and developed a chain of 
main dealers, wholesalers and retailers, 
giving it greater presence outside its 
tradttlonm base of Andhra Pradesh, and 
keener insight into the (Ramies of the 
variegated markets in different locations of 
our vast country. Here again, a symbiotic 
relationship has been developed with the 
trade, the value of whose services caruiot be 
underestimated in reaching your Company's 
products to thr consumer, ensuring 
avallablli^ and freshness of stocks. 

These sound foundations of a modem 
plant, trained and motivated workforce, 
consistent source of raw materials and a 
sound distribution system, haw provided tli 
base for your Company tn the market-place, 
the ultimate arbiter for the progress and 
prospertty of your Company Thr 
outstanding success has b«n ‘CHARMINAII 
Special', popularly known as Charminar. 
drat introduced In 1938 and which, througl 
careful nurturing, has preserved its unique 
place in the world of tc^ccu In 1975. s^es 
crossed ihe one bllllun mark and it was thr 
^ding brand lor a number of years 
It provided Ihe bulk of vour Company’s 
tumovei and profits, although there were a 
number of other brands, such as Gulbarga, 
Qlla. Shah-I-Deccan. Chandbibi Kohlnoor 
which provided supportive roles in some 
selected markets With the adwni of filler 
cigarettes, your Company entered the marki 
with Charminar Spedal Filters, Charminar 
Gold, Vazir and more recently. GOLD 
Fine Cut 

No historical survey would be complete 
without reference to one ot the most 
successful consumer product launches m 
lecenl years — CHARMS Filter Kings — in 
thr denim pack, evoking the 'Spirit ol 
Freedom', which is Indw the spirit of our 
times' This market mche determined by 
careful research, combined with thr 
innovative design, packaging and advertlstn 
theme, made it into a bestseller almost 
overnight, when introduced tn 1983 Alas, li 
fell victim to a change in the Excise duty 
structure In 1985. but not before It had 
spawned CHARMS Virginia Filter and 
CHARMS Mini Kings cigarettes, which toda; 
are a significant presence in the growing 
fillei n^et, their combined volumes 
exceediM the higfiest ever achieved bv 
CHARM& In the export market, CHAmS 
continues to be the largest selling Indian 
brand, besides enjoying the distinction of 
having been totally developed In India 

The ‘^irit of FKedom' lives on, in the 
prestWous concerts, which are promoted bj 
ynur Company under that banner These 
together with the Charminar Challenge 
sports sponsorship, enable your Company fa 
fulfil, in some measure, its obligations 
to society. 

It is the resolve of your Directors to 
continue to build on the foundations laid by 
their predecessors and I will conclude this 
retrospective view of your Company, VST 
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Industries Ud,as It was renamed in 1M4, 
reading out the Company oedo; 

THE CREDO OF VST 

“W 

w Yhll* th« Company 
hot consciously Initicrtod a 
procoss of modomlsotlon fo 
position VST in the forofront of 
fachnotogy, wo hovo not 
forgotten our abiding values. 
The commitment to provicle 
better value to the consunter. 
The commitment to our 
shareholders' interests. The 
commitment to 
professionalism. 

The commitment to business 
ethics. The commitment to 
create a better future for our 
employees and the 
commitment to fulfil our 
obligations to society. 

This is the soul of VST, and 
the Company is committed to 
preserving these values 
above all." 


A REVIEW OF THE YEAR 

Since we met last, the scene In India has 
been one of gloom and despondency, with 
the succession of disturbances on the 
Mandal Commissimi and Ram JanmabhoomI 
Issues, two changes of Government at the 
Centn', fresh general elections leading to 
more violence, culminating In the tragic 
assassination of Mr. Itaiiv Gandhi. The law 
and order situation in the border states, as 
Indeed In some other areas, has deteriorated 
even further. The maero economic scene Is 
Utile better, with revenue expenditure of 
Government far exceeding its Income and the 
balance of payments, precarious for some 
years, further aggravated by the unfortunate 
Gulf War All of these have had their Impact 
on the operations of your Company as 1 wlU 
detail later on, while reviewing the year's 
performance. 

The piocess of disinvestment of your 
Company's holding of IS lakh shares m 
Bhadraehalam Paperboards Ltd. was 
completed leading to a net inflow of 
Ks. 15.12 crores and capital gains of 
Rs. 13.62 crores. The proceeds have been 
invested In Capital Gains Units of Unit Trust 
of India, assuring that no liabtitty towards 
capital gains tax arises out of the 
disinvestment. Excluding these capital gains 
the operations of your Company have 
resulted In PraDt before Tax of Rs. 1&95 
crores and Profit after Tax of Rs. 9.76 
crores — the highest ever in its history — 
and which represent a growth of more than 
60% and 65% over the corresponding figures 
of the previous year. 

Severed of the measures taken In the past 
have started bearing fruit. There is an 
eight-fold increase in exports boai Rs. 1.25 
crores to Rs. 10.09 crores this year, with all 
three legs of exports namely cigarettes, 
tobacco and a^-products showing record 
growth, and a wl«r spread of mamts. Of 


particular significance lathe intoeat ahown 
by overseas ^rs in non-traditlonal 
varieties of tookcoe developed Iwyour 
Compaiw. Cigarette exports to the Gtdf have 
revived. I am pleased to inform^ that The 
Federation of Andhra Pradnh Chambere a[ 
Commerce A Industry has awardedyour 
Compaiw the Snrans Udyog snver wdling 
Tro|^ for the best eqiort Effort in the 
State for the year and we expect to be 
recognised as an Export House shortly. 

TIk modernisation of the plant continues 
with vigour. The latest generation LoM 
Cigarette Making machine has arrtved and 
wiS shortly be Installed, tried and bdren Into 
production. In the marfcet-ptaoe, your 
Company has entered the jnemium 
segnmt with Kingston Dual Filter and the 
prmuct has been well received. 

The financial strength of your Company 
has been vindicated ^ the highest possnde 
ratings, FAAA for its Fixed Dqwsit 
Schemes and PI + for Commoclal Paper, 
from CRISIL — the prestigious. Independent 
credit rating aftney. The rapid growth (rf the 
market value oT investment In Company 
also reflects Its financial soundness and 
Investor crmfidence. 

Taking all these factors into account, your 
Directors have recommended, su^t to your 
approval, a record dividend of 45% for the 
year, inclusive of the Jubilee Dividend of 
10% and the Interim Dividend rtf 15% 


declared earlier, together was a proposal to 
capitalise free reserves by the issue of bonus 
shares tn the ratio of three new shares for 
every five shares held. This bonus Issue has 
come after a lapse of only two years since the 
last .such issue. Nevertheless, on the basis of 
the planned performance this year. It Is 
anticipated that the dividend on the enlarged 
capital base will be at least 26% barring 
unforeseen circumstances. 


How have such results been achieved In 
the face oi ihr adversities mentioned eariler? 
First and foremost, from the dedicated effort 
of all employees. Secondly, through the 
consistent practice of partictpattve planning ' 
and review about which 1 had spoken to you 
last year, and which now has bren extended 
and sophistfcated through the implement - 
alion of Risk Management This involves the 
identification of the key risks that foe 
business faces, a systematic assessment of 
the pnfoabtlity of each risk occurring and Its 
resultant Impact on operalions. Every 
businessman does this exercise in one way 
or another, but In your Company. Risk 
Management has been developed through foe 
rigorous application ol scientifk methr^ 
and expaiided to cover every department of 
foe factory, leaf operations and marketing. 

The value of such a pre-empttve approach 
Is apparent when times are troublea. 

It e^les maniigement to take action to 
minimise foe impart of an event vrtileh 
cannot be prevented. This Is all foe more 
Important In our business nhere millions of 
consumers throughout the len^ and 
bteafob of the country have to oe serviced on 
a dally basis. For example. Risk Management 
has ermbled your Company to i(tent% Inter¬ 
mediate warehousing points and altematiye 
transport routes, generate contingency plans 
for production during periods of tension and 
civil dlsturbances.improve its communication 
system and to secure against breakdown of 
Infrastructural serWees. 


Nevertheless, it could have been an even 
happier year for your Company. The 
conjunction of foe Quartcrmitenaiy of the 
city of Ihiderabad and foe Diamond Jubilee 
of your Company was a happy augury A new 
Company logo was developixl. Incorporating 
foe Chamlnar — an eternal symbol of 
beau^, harmony, strength and stability! As 
our homage to foe symbol which has meant 
so much to all (rf us and as an offering to the 
citizens of Hyderabad on foe occasion of foe 
Quaitercentenary, your Company has 
Installed sophisticated equipment for 
flood-U^ttiig the monument. Alas, its 
Inauguration, and several other proposals for 
civic tmprovonents. discussions on which 
were initiated with Government, have had to 
be postponed time and agam. bedevilled by 
disturbances on an unprecedented scale. 

ITic Gulf War had a mrect Impact on prices 
of petroleum products and transport, along 
with foe con^uent Increase in taxation by 
Government. Curfew affected the factory 
directly for 6 days during foe year, resulting 
In loss of production, mitigate by the loyalty 
aixl commitment of many employees, vfoo 
volunteered at great personal inconvenience 
and risk, to keep production going, albeit on 
a partial basis. While export commitments 
were honoured In time, the loss of output, 
together with breakdown of transport 
fodiitles, led to occasional stockouts in the 
market-place, resulting In inconvenience to 
consumers and loss In excise revenues 
to Government. 

THE ROAD AHEAD 

We can but hope that the worst for the 
country is behind us and that the new 
Central and State Governments will pursue 
pragmatic policies to which we can respond 
with enthusiasm, and thereby use lo the full 
foe natural advantages with which our 
country has been so abundantly blessed. It is 
not merely a question of deregulating the 
economy. Tlwre is foe need for peace and 
stability, a reinforcement of foe basic 
inbastnictiire of power and communication, 
so that we can get on with foe job. Work 
must be enrour^jed and rewarded, and 
condonation of non-work eschewed. Policies 
must be pursued where money has to be 
earned and not frittered away to fulfil 
discredited di^ma and populist promises. 

Your Company Is well poised for another 
satisfactory year, which should sec foe 
beginnings of our entry into new lines of 
business Wc have identified certain concrete 
proposals and, in this connection, 
discussions with proposed collaborators have 
taken place The locus will be on 
Agri-business, where vour Company has 
already acquired considerable experience, 
along with exploring other profitable lines of 
business coasistenf with national pnorities 
and business needs 

Youi Company should be tn (xisilinn to 
finalise a specific project by foe end of foe 
year 


This does not 
purport lo tx- .i 
report of the 
proceedings of 
Ihe 60th Annual 
tieiieral Mis-tlng 
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PERSPECTIVES 


Intellectual Property Rights and 
Agricultural Development 

1 sha Menon 


The negotiahonb on Trade Related Intellectual Prop&rty Rights, by 
making it obligatory on the part of member nations to extend the 
scope of monopoly rights to plants, is forcing agricultural 
development to take place in a particular direction which will be 
in the interest of the multinational corporations. 


IN the context of the negotiations on Ilrade 
Related Intellectual Property Rights 
(TRIPS) during the Uruguay Round of 
negotiations of CiATT ((leneral Agreement 
on Tariffs and Trade) and the placing of 
India in the priority list of Special 301 by 
USA. the implications of changing the Intel* 
lectual property regime in India has assum¬ 
ed vital signiriiance: It is often assumed that 
the impact will be felt mainly on the 
pharmaceutical sector But this is not true 
because there are other sectors such as 
agriculture where the nature of the intellec¬ 
tual property regime would have very serious 
consequences 

Studies have shown that it is the sectors 
where the technology is comparatively easily 
accessible and where other means of erec 
ting bairiers against competition through 
economies oi scale, lead time, learning ef 
feet and sales network, etc, do not exist, that 
the barriei raised through intellectual pro 
perty lights become important Pharma¬ 
ceutical industry forms an excellent example 
ot such a sector where intellectual property 
rights play a crucial role in determining the 
peifotmani.e of the firms ' But there are 
other sectors such as agriculture with signifi¬ 
cant potential (or the application of 
biotechnology, where similar concerns are 
valid Therefore, it is extremely important 
to take cognisance of the implications of 
introducing a new I PR regime tor agn 
cultural development in India 

TUcked away in the technical language of 
Article 30 of the draft of the agreement on 
TRIPS (Irade Related Intellectual Property 
Rights), a decision is to be taken which 
would have serious long term impact on 
agriculture especially in an underdeveloped 
country like India 1 his is the decision on 
extending intellectual property rights to 
plants Before we discuss this it will be useful 
to considei briefly the background to the 
discussions as well as the nature of intellec 
tual property rights 

GATT IS essential!) an agreement to 
regulate the trade in goods It enjoins the 
members to grant other members the most 
favoured nation (Ml N) status which in fact 
means (hat thev will not be discriminated 
against and that the privileges accorded to 
one member will be also available to all the 


other members GAIT is strictly speaking 
not the forum for discussing questions of 
intellectual property for which there are 
separate forums such as WIPO (World Intel 
lectual Property Organisation) The reason 
why the US was nevertheless interested in 
bringing intellectual property into GATT is 
because by Unking it with trade, it gives the 
US the possibili'y of taking retaliatory ac 
tions, which would not have been possible 
in other fora 

To begin with, India rightly refused to 
negotiate on intellectual property in GAl 1 
and wanted to discuss only on the issues ol 
pirating and counterfeiting which could be 
hnked to trade Unfortunately the leadership 
which India was giving to third world 
resistance collapsed in 1989 In April that 
year, the government of Rajiv Gandhi agreed 
to negotiate on the questions of intellectual 
property in the TRIPS negotiations of 
GATT 

iNTtlLLCTUAl PROPIRIV 

Given the fact that intellectual property 
IS a public good^ par excellence, it is very 
difficult to justify the institution of intellec 
tual property rights (IPR) which prevents 
others from using the information lor the 
duration of the right Dominant economic 
theory has always been hard pul to justify 
the inefficiencies which would emerge due 
to the monopoly rights granted under the 
IPR regime Most studies have also been in 
conclusive about the balance between the 
costs and benefits to society Irom the patent 
system ’ 

The position ot most economists on 
patents is reflected in the words of Icwckes 
Sawers and Stillerman, authors of th« classic 
study on inventions that "it is almost im 
possible to conceive of any existing social 
institution so laulty in so many wavs it sur 
\ ives only because there seems to be nothing 
better I he most wide ranging study on the 
economic effects ot patents conducted under 
the leadership of Machlup for the US Senate 
11 Machlup, 1938] concluded that there ex 
istc-d no economic justification for a patent 
system that it would be wrong to implement 
such a system if it did not Jready exist, but 
(hat since it did exist it would be equally dif 


ficult to find sufficient dau to warrant its 
abandonment Apparently the dictum that 
It IS up to those who call for monopolies to 
justify their position has not been followed 
in the case ol patents 

We have argued elsewhere* [Abrol and 
Menon, 1990] that the developments in our 
understanding oi the process of tech¬ 
nological development have added further 
arguments against the institution of intellec¬ 
tual property rights Unfortunately there 
have been very few studies which have look¬ 
ed at other forms of incentives for invest¬ 
ment in innovations or at the option of pro¬ 
ducing these public goods publicly 

in spite ot the absence of any conclusive 
evidence about the benefits of granting 
monopoly rights, because of the strength of 
vested interests, patenting has become com 
mon Patenting, the most familiar form of 
IPR, until very recently only applied to in¬ 
ventions which were applicable in industry 
Larlicr even in the western countries, society 
had prevented this kind ot monojiolisation 
of knowledge Irom extending to important 
areas such as treatment ol diseases and 
agriculiurc But slowly the idea ot intellec 
tual property has started being extended to 
plants also 

IPR (IN 1 III 

If It was absurd to apply the concept oi 
propertv lights lo inventions in industry, it 
was sheer lunacy to apply the concept to 
biological materials which are self 
reproducing This emerges from the funda 
mental characteristics of the systems ol in 
tellectual propenv ai least as ti formed the 
basis of patent system 

One of the mam obiectives of the patent 
system ot granting monopoly rights was to 
encourage inventors to disclose their inven 
tions and not to maintain them as tiade 
secrets In the case ol IPR for plants, stKiety 
IS being made to pay for something which 
IS anyway available to it since it is self 
replicable I urthcr there is no ‘teaching of 
the technical act in the case of plants since 
a person who grows a new variety of plant 
IS not imitating the activitv of the breeder 
Besides when a person grows the new variety 
after having paid for it, he or she is carrying 
out the legitimate activities related to its 
normal commercial use tor which even in in 
dusirial patents no permission of the owner 
ot the patent is required Thus, tor example, 
when you bus an ice cream making machine 
and use it to make ice cream you are noi 
expected to pav any royalty or take permis 
Sion and have to gel jrermission only if you 
produce a machine similar to the one you 
bought This principle of ‘exhaustion ot 
rights when the invention has been sold 
makes the application of patents to plants 
problematic 

Apart from these legal problems, there 
were also technical problems which aiosc 
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HOW AN INDUSTRY WITH A PERFORMANCE 
THAT MATCHES THE WORLD’S BEST IS CONSIDERED 
INEFFICIENT AND FACES A DEATH TRAP. 


From in 1980-81 to 8S% (97% CKCiudmi; 
lick plania) in 1988-89 for Nitrogenous 
fulilinn. tnd 65% to 87% for pnoiphatic 
fortiliisn That's the rise in capaat* utilisation 
achiaved by the fettiliier industry. 

And yet, they call us inefticienl. 

Now, cnnaidar another parameter of 
effkiancy-aaerige energy use per tonne. It's 
down from 14.8 million Kcal to tl.8 million Keel 
(11.3 million Kcal, excluding the two coal-basnd 
ptanti). For gai basad plants, it's only 9 million 
kcal ndiile new units along the HBJ pipeline use 
juat a million Kcal. 

And yat, they call us Inefficieni 
Simply because the fertiliser subsidy has 
inenuad over the years 

Bet why has the lubaidy incraaaad? 

Subsidy is related to the level and cost of 


production and has uicreased because production 
went up throe fold. Also because the adminislorad 
pnees of inputs like naphtha, gas. fuel, oiL coal, 
power and railway freight went up manifold. 

And because the farmer still pays the same pnee 
for fertilisers that be was paying in 1981, despite 
substantial incroasn in u»l of production. 
Unfortunately, since everj^ing else is b^nd its 
control, the only way the industiy can help 
reduce subsidy is by producing less, whidi 
cannot obviouslv be anybody's intendon. 

Subsidy has a positive aspect too-inonaaed 
adf-relUnce. 

It has helped increase 

(i) Fertiliser production from 1 8 million tonnes 
in 1975-76 (before subsidy) tc 9 million 
tonne, now 

(ii) Comumption Iroin 2.9 to 12 5 million tonnes. 


(iiij Fond grain production from 121 to 177 
million tonnes 

So. to reduce subsidy the industry wes made to 
piy the price io other ways, 
like lightening of norms for deproaation and 
capacity utilisation Delays in release nf subsidy 
claims inadequate edjiislmenl for nsralation 
claims Undet-recoveries for vanous expenses 
incuried. Inequileble adjustment for changes in 
lax rales 

The result-reduced profilabihty. threat to 
viabilitv of new plants, rosnurce difficulties for 
proiects under implementation and bleak 
prospects for luture invastmenL 
III short, e death trap for the industry With 
hardly any effed on the overall subsidy bill 
which rises unabated 


Fertiliser Security. A pre-requisite to food security. 

This n lha hist in a seiia. of ibm advertiunieiils issuai m Fublic lolsisil by Ihe Ibniliser Avouiilion nl Iniiia 
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mnn ine dmuic oi puuii oreeaing ii was 
oonndered to be to reproduce pianu 
exactly and it was also difflculi to dewnbe 
them adequately so as to fulfil the re¬ 
quirements of disclosure. Further the ques¬ 
tion of a new variety being the result of an 
uwention (something which is not obvious 
19 someone skilled in the art) was also not 
10 be met 

Because of the opposition from farmers, 
etc; and because of the various legal and 
techmcal difficulties in applying industrial 
patents to plants, a special type of property 
rtghu adapted for plants was created which 
was also a milder form of monopoly rights 
known as Plant Breeders’ Rights (PBR )' 
Unlike in the case of industrial patents, this 
system allowed farmers to save their seeds 
for next year’s sowing (farmers’ exemption) 
and allo^ other brewers to use the pro 
tected varieties as starting material for 
developing new varieties (breeders’ 
exemption) 

With the takeover of the seed companies 
by the multinational corporations and the 
coming of biotechnology, there is now a 
demand for a stronger form of monopoly 
rights in plants, namely, the extension ot 
industrial patents to plants With the ap 
plication of patents to plants, the farmers 
will be not only prevented from saving the 
seed but breeders will also be prevented from 
using the variety to develop new varieties for 
the 20 years for which the right might be 
granted Since patents give the possibility of 
making unlimited number of claims ii gives 
the multinationals the opportunity to claim 
not only individual varieties but also 
characteristics and even species and genera 
Already patents have been given for plants 
in the US and Europe in 1985 m the US and 
1989 in Europe 

The big multinationals, including those 
from the pharmaceutical sector such as 
Sando/, Ciba Cieigv and Pfizei who have 
taken over the seed companies want the very 
strong form of monopoly rights represented 
by patents The home countries ot these 
multinationals have been taking stands sup 
porting the MNC s But they have to also take 
into consideration the opposition from the 
other interest groups In the I KIPS negotia 
tions as well as in WlPO the US has been 
arguing lot the stronger form of monopolies 
represented bv patents to be made applicable 
to plants and animals In the lurnpean 
Community the introduction ol patents lor 
plant and animal vaiieties is made dilficiilt 
by their specific exclusion in the I iirupcan 
l^teni Convention and by the icsistancc 
ol farmers’ organis.itions and independent 
seed companies Although the I uropcan 
patent office has already granted a patent 
lor a plant it has been challenged in the 
court Patents lot an animal has not vet bexn 
granted riiercrote in the TRIPS ncgoiia 
tions IC cannest be expexted to push lot the 
globalisation ot patent rights lor plants but 
only for the application of >omc form ol 
inteilectual property which in effect means 
plant breeders rights The cuiunt thic,kt 


rrom me ua unoer apeciai ovi u bmd an eic 
ment which adds extra pressure to the 
TRIPS negotiations and to the globalisation 
of IPR m plants 

Faced by the demand for increasing the 
monopoly nghts by introducing the system 
of industrial patents, the plant breedos have 
responded by increasing the monopoly nghts 
under the system of plant breeders’ rights 
also These rights were codified in the Con¬ 
vention of UPOV (the International Union 
for the Protection of New Vaneties of 
Plants) signed in 1961 and to which 20 coun 
tries are signatories today The monopoly 
rights are to be increased by revising the 
UPOV Convention According to the draft 
proposal submitted for the Diplomatic Con 
ference for the Revision of the UPOV Con¬ 
vention [UPOV, 1990] the two ecemptions 
for farmers and breeders, which distinguish 
ed plant breeders’ rights from patents and 
thereby mitigated some of the negative con 
sequences of intellectual property rights in 
plants are to be effectively removecT Further, 
the rights of the breeder are being extended 
from the right tp exclude others from pro¬ 
pagating, selling and offering for sale the 
new variety, lo the right to exclude others 
from conditioning fo, propagation, impor 
ting and exporting also 

But the form of plant breeders’ rights 
which existed with the farmers exemption 
and breeders’ exemption have been replaced 
with a new lorm after the latest revision ol 
the UPOV Convention whiil. lays down the 


muaniiini invwvuvii iv w mp kiw 

breedeis. Ftemen Bit no inore aUoawd 10 leB 
their seeds to other farmers or get them 
cleaned tv outside agencies. The perndiikm 
of the breeder is required not only for the 
propagation, sale conditiomng for propaga¬ 
tion import and export of the brew’s 
variety but also of any variety which would 
be termed as being essentially derived from 
that variety (For more details of the evolu¬ 
tion oi IPR in plants see Menon, 1991].* 

Indian Options on agriculture 

India has so far not recognised any form 
of intellectual property in plantt, and at far 
as India is concerned, the consequences of 
the introduction of both these forms of intel¬ 
lectual property are disastrous At the 
TRIPS negotiations in Geneva, the develop¬ 
ing countries are being faced with the op¬ 
tion of continuing with the system which 
they have today or choosing one of the two 
systems of intellectual property rights (for 
more details of these options see Menon, 
1990] 

Pressure is being put on the Indian 
government to accept some form of IPR, 
and former commerce minister Subra- 
maniam Swamy is said to be favounng India 
accepting some form of inteilectual property 
nghts for plants This means that India will 
have 10 accept plant breeders’ rights (PBR) 
There are many others in this country who 
argue that India should give in on the ques 
tion ot intellectual propeny so that the coun 
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HOW THE SPECTRE OF FERTILISER 
SHORTAGES AND BEGGING FOR FOOD WILL 
HAUNT US ONCE AGAIN. 


RMBembar th« ilxtiM ud MvaaliM. Whan wn 
had to go aiDund with a bagging bowl for food. 
Ws nuy haaa to do tba aama in ma nfnetiai. if 
tha fartUiaar induatiy continuaa to be victimiiad. 
Bacauaa of a view toM impofli ata chaapar. 

A view that U nthar myo^ 

Awliigiarti raaWy riwagarT 
haport pricaa an detanninad by two bulk 
hnsian-india and China. 
nW yaan bach, lodii and China pioducad 
Bonfoitiliaan and impacted hai. Tbe 
laauh-iiiga global auiphiaai md lower market 
Rioae.himct,thapiiceo(Ui!aain ISBSwaaonly 
$67 par tonne tab. which did not even cover tha 
coat of foadatoch in exporting countriei. 


This parhapi, lad acme to believe that importe 
are cheap. But the low inicai ware not related to 
cost or pioduction-efficteDcy. They were simply 
detennined by the demand-aupply balance. 

A balance that is nn longer in India's favour 
because (d high imports by China and reduced 
supply bom Caaleti) Europe and Middle East. 
The coal of imported urea to the former is over 
Rs.5,000 per tonne. In comparison, tlw oost of 
indigenous urea from newly commisaionad units 
dong the HB| pipeline is abrwt Ks 41001 “ per 
tonne despite high ges price. 

Qeerly a case for producing rather than 
importing more. A case filler strengthened by 
a look at the future 


Tbe future is even bleaker 

By 1964-65, India's domestic production will trail 
projected demand by 20% for nitiogmious and 
38% for phosphatic fertilisers. The result 
increasing dependence on imports, when 

e ll Bv^ability will be scarce and prices 
nd our reach Moreover, whme the 

foreign exchange come from? 

■fortunately, there's a s'dver lining. We have the 
natural resources, particulatly gas. and ability to 
produce more. 

Unfortunately, not many see it that way. And are 
in favour of imports An attitude which may 
finally result in fertiliser shortages 
And send us begging for food all over again. 


ThliislIieiscDiidinaieiieiaflluwailvntueinniliineadia AiblicInleimlbyThsfottiliierAiiociatiooofliKlis 
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try might get some advantages on the ques¬ 
tion of export of textiles But the question 
IS, IS the future of Indian agriculture so 
unimportant that it can be compromised lor 
getting Some’ advantages in textile exports 
If the government gives in to the pressure 
f Ysm the multinational corporations and the 
developed countries and accepts the plant 
breeders' rights system, the consequences 
would be very negative tor agriculture 
Before we consider the impact on agri¬ 
culture, It IS useful to sec who needs intellec¬ 
tual propeity rights in plants and why they 
need it The main proponents of the intro¬ 
duction of intellectual property rights in 
India have been multinationals like 
Hindustan Lever (Sinha, P M )990] Since 
1984, after the addition of seeds to Appen 
dix I industries, FERA companies (com 
panies having 40 per cent or mote foreign 
equitv) have been moving into the seed 
sector 

These multinationals would like to have 
complete control over the seed production 
so that they can gam even more from this 
lucrative business Multinationals usually do 
not operate in a sector in which theic is com 
petition and thev tend not to compete with 
each othei 1 hey operate in markets with at 
least some degree of monopoly so that they 
can gam super piofits The extent of 
domination which can be achieved is much 
moic in the case of industries where segmrn 
talion of the market is easier In such siiua 
tions although it might appear that there arc 
many producers and considerable amount 
of competition the reality wouiu ne quite 
different Thus, fur example, in the case of 
the pharmaceuiical sector where ihe pro 
ducts are disease specific it has been obscrv 
ed that multinationals dominate these in 
dividual markets |Satwinder Singh I98S 
pp 71 94) Given a similar pioduci specili 
city, in the case ot seeds also similji 
possibilities of domination and cslraction 
of supci piofits exist I his is illustrated by 
the understanding reached between the 
European seed company Van der Have and 
the US firm Pioneer Hibicd in the market 
for maire seed Since 1976 thcic has been 
a division of labour between these two com 
panies among others m the I lench market 
In the Furopean market Pioneer has been 
concentrating on gram mai/c while Van dtr 
Have has been focusing on loddcr mai/t 
[Groosman and Meerendonk, 1981, p 11) 
In this struggle to gain super profits plant 
breeders* rights arc imporlaiil in two wavs 
lo begin with, it helps the seed companies 
who have succeeded in developing a new and 
important variety to create an artilicial 
monopoly since it will take a much longer 
time, say about 10 years, befrrre a competitor 
can come up with an alternate vaiiety with 
similar qualitns This artificial monopoly 
will help them to get higher prices than 
would be possible with free competition 
Secondly, it also helps them in their 
strategy of non price competition I he seed 
companies spend a considerable amount of 
money on adveitisements, usually many 


times that spent on research According to 
the new system of PBR, no one else can pro 
duce varieties which arc essentially derived 
from the new variety A variety is considered 
to be predominantly derived from another 
variety when the method used conserves the 
essential characteristics of the genotype of 
the initial variety, such as m the case of the 
selection of a natural or induced mutant or 
of a somaclonal variant, backcrossmgs or 
transformation by genetic engineering 
[UPOV, 1990, Article 14 (2)| In this manner 
the breeders* exemption has been severely 
curtailed and much stronger monopoly 
powers granted under the PBR regime 
Therefore the seed company will be able to 
go on advertising these derived varieties as 
'new and improved varieties' and keep 
asking for higher prices which cannot be 
challenged by anyone else In this manner, 
Ihe companies will be able lo extend the life 
of the variety when it earns super profits 

In other woids, in combination with the 
maikcltng stiategy plant breeders' lights 
become another instrument for increasing 
super profits Tfie system of PBR is a powci 
ful tool in the hands of the mullinatioiials 
to increase Ihcir incomes and profits 1 he 
I RIPS negotiations are aimed at perfecting 
this tool 

We shall consider the impact of PBR on 
the supply of seeds in the countiy and its 
impact on the incomes of ‘armers I he im 
pact on the absorption of tcv hnology would 
have grave consequences foi the long tcim 
prospects ol agriculture We also look at the 
implications tor agriculture sine * it has been 
used as one of the main arguments fur 
bringing in these measures 

SlIIM'IV Of St I l)S 

One ol the maioi pioblenis winch wc I ici 
in our ,.uuntr\ today is the inadequate siipp 
ly ot good quality seeds Due to the 
weakness ol the delivery svvtcm, many ot the 
new and usclul varieties which have been 
developed aic not available to the farmcis 
The public agcncicv lot pioduciion and 
diytnbuliun ol seeds have not been able to 
fullil the need Although many small seed 
cuinpantcs have come up, they aic plagued 
by un sciiniitie methods ol piodiiction etc 

What IS required is the prcsciiec ol large 
numbers ot seed ptoduccis who have to get 
adequate scicmitic state support to multiply 
the seeds required by the faimcrs flic pro 
ducers can be seed companies, tarnicrs cu 
operatives and indiv idual lai mere f hesc can 
be complcnicntcd by seed pioduciioii in 
laige organisations 

With adequate knowledge and demand b\ 
the farmers such an alternaic system ol seed 
production can be set up which can make 
available to ihe larnicrs many nc'w vaiiciics 
ol scxids which are developed in our nalioiial 
laboratoiies 

Today the public sector in India develops 
new varieties |usi as ii did in the US and 
other Western eountiics till some lime ago 
Undci the present svsiem, the small seed 
comnanics arc able to muliiolv these seeds 


They are also free to muhliriy the seedi 
developed by any other private ounpany 
The farmers who buy the seed are also abh 
to multiply the seed and also sell it to then 
neighbours Therefore, the potential for t 
thriving seed industry exldt. 

But instead of uidiig this potentiil ftyraei' 
ting up a healtiqr and svidetpraad wM bi' 
dustry, the development is now in danger ol 
going in a totally different direction 
Multinational corporations are moving in 
to the empty space left m the seed supply 
It has been observed elsewhere tkat whei 
these big companies move into seed ptoduc 
tion and start their qwn breeding, puMu 
sector breeding is made to support th< 
breeding activities of these seed com 
panies ^ The pjlblK sector is made to di 
basic research which is then exploited b; 
these companies Ultimately, the small com 
panics are left at the mercy of Ihe big com 
panies to whom they have to pay royaltiei 
whether they multiply the seed or only clear 
and piocesy it " The same will be also ap 
plicabic to Ihe iarmers who undertake seec 
pioduction In such a situation many of thi 
smaller seed companies usually go bioke 
I he destruction ol these companies will havi 
a big impact on the supply ol seeds 
1 he mcicase in monopoly due to the in 
iroduction of a system of PBR will have ver 
negative consequences lor the income o 
farmers The monopoly control of th 
multinational companies will function ii 
dilleicni ways as we have already mention 
cd Apait fiotn what we have already stated 
Ihe new form of plant breeders’ right whici 
IS being introduced will add another way o 
incieasing monopoly 
Under llu carliei system of PBR a sce< 
company could only prevent others iron 
niullipiving the same vaneiy as what it ha< 
dc'vcToiicd, but it could not prevent the othe 
lompanics from developing new vanctic 
based on the oiiginal variety In case selcc 
lions could bo made from ihe marketei 
vaniiy, then ii was possible lo come on thi 
niaikct will! a comparable varieiv quiii 
quickly I his reduced the extent of mono 
poly the Inst company had But undci thi 
new system ol PBR, it will not be possibli 
lor other seed producers to develop vanelie 
siinilai to the monopoly varieties rherelorc 
the seed company will be able to charge vc 
high prices for Ihe new variety and ihi 
taimci will have no choice but lo pay it 
For example, let us assume that there r 
an epidemic ot blast disease and some cxim 
pany succeeds in tiansierring the gene lo 
blast resistance to rice Under the nev 
system, no other company will be able l< 
produce anv modification of that rice Pro 
du ing a new variety with resistance by eras 
sing wiiti other varieties will take time am 
effectively this means total monopoly for ihi 
first breeder, a monopoly much higher that 
what has existed so tar even in the US 
I his in effect means that because of ihi 
legal monopoly of plant breeders' nghis, thi 
Iarmers will be paying a higher price that 
what would have been otherwise the case 
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HOW THE WEIGHT OF DISTORTED 
PERCEPTIONS ABOUT SUBSIDY COULD JEOPARDISE 
A RS.10,000 CRORE INDUSTRY AND FOOD SEaiRITY. 


Ihcnanltiiiuuldbecdtulraijhir ShoitagHof 
tnrtibsen NoforsiRnfxihanijijfaniniMiits And 
ultinulrly shnrtagr of food 
Unfortunalelv not many amtin to nuliso it And 
I lamour for raduitiun in subaidv par w 
loaatiherarordatraifjhi (he leitiliyer industry 
too has DO vFSIad inteiast in the rontanuatioii of 
subsidy Rut for the industry to survive and Rttm 
in the face of subsidy reduction rurtain 
measures must be takaii 
Reuigniie (he grouiid realities 
The present pnnng system has lielprd thr 
industry groH and become more efficient And 
the ini lease in subsidy is on ati ount of farlors 
like high input rmis Iuh consumer pm e and 
uimatessaiy taxes and duties-all controlled by 
the (lOvemmenl 

Did the authors of the syshim emnsage this 
scenario' No In the fat e of low ronsumer pm e 
some subsidy was unavoidaldi to attract 


inveslmiiit limivir it tins mvirmtendid (ha 
selling I ni i will roin iin uni hanged ins|iiti of 
(lovnmmi iil ilsell laising the pm es of inputs and 
levying vanuiis t ixi-s and dul i s 
But pret 11 K this hes liappi iieil 
bo the fault is not with thr system But with (he 
way the producer and conanmer prices have 
fallen ap^ Henri In reduce subsiriv tbi gdi) 
between liitsi two should bi iiamiwi d Input 
pnuis should In 'nueii Unnicussary laxe and 
duties mmnved And iiinsiimei pm e should b< 
raised 

Ahematiirly (hr answer could bn ■ gradual 
move towards de-rontml 
The key word bung gradual a<> otheru sethi 
market pm i mil immodiatriv nse to a level 
uhichtarmers lent afford Moiover it will not 
be ad quate lot over nwsiinabf e cost ol pmdiii tion 
id a number ol units 

So th consumir price can hi raised gradually 


fl 

Ini idi nl ills 1 1U°I iiir n asf iii 

fertiliser pm t s iii Rs hOll (ions 

siihsidv and iiii n isi s i list i (lond 

grainsbs s iiiii Ipilsi |h rK 

Sin III mil uiarginiii Isrmi i mil li ivi to hi 

pmtirlfdllmii)h isipiriti pitksii 

ronseiiuei llv when di control is iiitrodmid it 

till end of S years IhofatmirMilIbi peandto 

pay thi pnet at wtiiili die milusirv ilsu has a fair 

chanieofsuniinii. 

Out forllii liisiiiimd iii)iiilpnieswhuherr 
aln idi high should bi frorrn at existing levels 
no furlhir inr n nse m taxi s and diilit s ind 
finaliv variou onlnils mi lertibsi rs I until go 

Thi timi to taki slock is now Oi isi i may be 
too late 


Fertiliser Security A pre-requisite to food security. 

This u the Issl m s wnrs uf tbits dilvntisi.mn h isiued in hiblii Inlijml bv I bi Fntihsn Assonali d S hi 1 1 
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In other words this policy means that there 
will be a transfer of income from the farmers 
to the big seed compames The farmers are 
forced to pay this subsidy because they have 
no choice F urther, this subsidy of the seed 
companies iqi the farmers is actually a sub¬ 
sidy of the rich by the poor 

It IS not only the immediate interest of the 
farmers that are affected by plant breeders' 
rights, but also the long-term goal of the 
nation of obtaining the fruits of modern 
technology, particularly the fruits ol 
biotechnology It is not only the high costs 
of the technology which is at stake but the 
very availability of the technology itself 

A technology does not become available, 
just because some company imports a seed 
containing the technology or even li it 
multiplies the seeds in the country We can 
say that the technology is available only 
when the technology can be suitably 
modified to sun Indian conditions I he con 
ditions under which the technology is being 
introduced, namely, under the control ol 
multinational corporations will prevent this 
work from being done For the multinational 
corporations, even a comparatiscly big 
market like India is actually only a rest 
market and the global research strategy ol 
these corporations is determined by the 
markets in the developed countries They 
would be satisfied with markets that can be 
obtained by catering to the needs of the 
comparatively better endowed areas and 
farmers and neglect the rest of the country 
They are not likely to undertake the arduous 
task of modifying it for further adoption 
Since the new variety is also the pioperiy ot 
the multinational, no one else can also take 
up adaptive work 

This in fact means that the ‘modern 
technology' would not be available to the 
majority of the farmers This impedimeni 
to the absoiption ol technology would be 
made even more difficult since theic will be 
a lot of pressure on the government not to 
take up the development of finishc*d varieties 
and concentrate on basic research 

This IS a fact which distinguishes ihc cut 
rent agiicultural developments trom the one 
which took place during the green rcsolu 
tion During the green tL*vuluiion the kc'y 
technological input, namclv, the new tei 
liliscr responsive dwarf varieties ot seeds 
were in the public domain Ihc dwarl 
varieties which inuiatcd the green tcvuluiton 
were developed in the international agii 
cultural institutions and belonged to all the 
people Whatever might be the disturiions 
introduced through the giecn revolution this 
was a positive aspect of the green rcwoluiioii 
In contrast, in the c urreiii application ot bio 
technology, ihc breakihiough is not likels to 
be (he propeny ol public instiiutions bui ol 
the multinaiionals Therelorc, in ihe new 
regime, the extern ot absorption would be 
that much reduced 

I he tcgilmnsaiion of intellcelual pioperis 
rights through thekiAII would thus (urthei 
buttress the position ol these niultinaiional 
corporations, and make the absorpiiun ol 
technology that much moic diltieuli 


Export or Acricuitural Products 
O ne of the main arguments for allowing 
the introduction of plant breeders* rights is 
the prospect of agncultural eeports. This 
point was concretely raised in the context ot 
the new seed import policy* when the im¬ 
port of seeds and the introduction of m- 
telleclual property rights were argued as 
necessary for gaining export markets All the 
same we would argue that the introduction 
ol plant breeders’ rights will actually reduce 
our prospects of gaming from the export 
market This is linked to the naiuic ol the 
system set up to undertake exports 
Multinationals require plant breeders’ 
rights because of the kind of exports they 
undertake They use the developing countries 
to multiply Ihe seeds which they have 
developed These raw seeds are then olien 
exported to their base countries and then re¬ 
exported to other countries Therefore, quite 
a lot of the value addition takes place m Ihc 
developed countries and the developing 
country is merely used foi its cheap labour 
and advantageous climatic conditions 
I his IS shown quite clearly bv Ihe pioneer 
ing study about the Dutch seed industry by 
Groosman and van den Meerendonk tl98TJ 
In 1980 Ihe price per kilo of ihe impoited 
seeds varied between 24 per cent to 76 pei 
cent of the value ol the (rc)cxported seeds 
[Groosman and van der Meerendonk 198 T 
34] The international division ot labour 
followed in Ihc production ot bean seed by 
the second biggest Dutch hortiiultural seed 
company. Royal Sluis, is quite instructive 


The tmelier Med« wv hredueed ia dw 
Netherlands. The fiist multiplication of 
these seeds take place at the daughter com¬ 
pany in Idaho, USA Later, the seeds are 
again multiplied In 'Anzania. Since labour 
IS cheaper in Ihnzania the harvestii^ can be 
done more manually thus avoiding damage 
of the seeds [op cit 88-89]. Although the 
acreage under bean seed in the Netherlands 
has been steadily declining from 1,110 
hectares in 1970 to 660 hectares in 1980, the 
exports of bean seed has been steadily going 
up from S,899 tonnes in 1970 to 9,411 tonnes 
in 1980, and then to 11,483 tonnes in 1982. 
In 1980,12,201 tonnes of bean seed was im¬ 
ported to the Netherlands with almost three- 
fourths ol It being from Tanzania (op cil 
28 29 and 107) The same year, as we have 
just seen, 9,411 tonnes of bean seed was ex¬ 
ported from the Netherlands The price per 
kilo ot the importc-d seed was only 49 per 
cent ol the re exporicd seed [op cit 34] Here 
we see clearly the operation ol a system in 
which Tanzania, Ihc producing country, 
receives only a minimal share ol ihe gains 
from exports due to the domination ol ihc 
foreign company 

In >uch a system ol exports, it is inipor 
lani lor ihe MNC thai ii can claim mono 
poly rights by the legal system of PBR 
Otherwise ihc tarmers who are multiplying 
the sc*eds will be in a position to cxpori the 
seeds ditecllv 

In the earlier system ol PBR, a breeder 
could not prevent ihe imports ol Ihc pro 
iccied variety trom another country where 
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riOB the pemiaiioB of the breads if Mce$- 
taiy not only for muUiiriication and uie but 
■bo for exp^ and impoiu. Became of the 
changes m the system it will not be possible 
either to mport seeds of the modified ver¬ 
sion of the variety Thus with the current 
revision the possibihties m the earlier system 
of IPR by which sub-contiacton could turn 
into competitors have been removed 
Thus the legal system has been also 
modified so that multinationals can con 
tmue to maintain their control over their 
global network of production 
The question is whether this kind of ex 
ports bawd on subcontracting is what needs 
to be developed It might appear to be an 
easy way to earn foreign exchange in the 
short run But this type of subcontracting 
limits the gains which can be made by the 
export of seeds It is a different question if 
It IS used as a stepping stone for indepen 
dent seed exports 

Some people are afraid that if India docs 
not accept some form of intellectual proper 
ty It will not be possible to obtain the new 
varieties developed in the developed coun 
tries The fact is that many firms have been 
able to obtain new varieties without having 
PBR Further a healthy export trade in seed 
should not and cannot be based on sub 
contracting to MNCs it can only be based 
on a system of integrated ‘eed production 
which includes breeding, multiplication and 
processing Such an expoil industry should 
be based on technological capabilities and 
agro climatic conditions rather than on 
legally enforced monopolies In tact rathet 
than developing a rational system of inter 
national trade, these legal monopolies will 
only distort the mtci national trade apart 
from reducing out gams from agriculluic 
The negotiations on Trade Related Intel 
lectual Property Rights by making it 
obligatory on the pa/t of member nations 
to extend the scope ot monopoly rights to 
plants, IS forcing agricultural development 
to take place in a particular diicction which 
will be in the interest of the multinational 
corporations At the same time the impusi 
tion of property rights in plants esen if it 
IS only PBR will affect negatively the growth 
in the supply of seeds the income ol 
farmers, the absorption ol technology and 
the prospects for export mvomes 

Nuteii 

1 A recent survey of 18 most R and D inten 
sive US industries by levin and his colleagues 
11984] indicates that product patents were 
regarded as more effective than other means 
of appropriation only m the drug industry 
The survey results indicate that in general 
patents were viewed by R and D executives 
as an effective instrument for protecting the 
competitive advantages of new technology in 
most chemical industries including ihe drug 
industry, bul patents were judged to be 
lelaiively ineffective m most other industries 

2 A public good has the attribute that each 
individual's consumption of such a good 


iMUli to ao nibiraetioa foMi aOy othar 
iiufavidiial't coiuumption of that good” 
(Samudaon I9S4, quoud in Beacn, Stanley 
M 1987] 

3 See Selwrer, F M (1980], for a good review 
of the studies 

4 Wi have argued that many of the more re 
cent studies ate forced to recognise the in¬ 
terlinked nature of innovation thereby under- 
mining the arguments for patent nKniopolies 
Spill-over effect, that is, the fraction of the 
R and D of a firm used by anoUier is shown 
10 have a positive effect on technological per 
formance undermining the arguments for 
monopolies By preventing standardisation 
and the growth of complementary products, 
intellectual property rights are shown to in 
hibii the utilisation of network externalities 

5 This IS also true of the US Plant ihitem Act 
ot 1930, which in spite of its name resembles 
PBR more than ordinary industrial patents 

6 According to the latest information available 
the Convention tor revision held m Cicneva 
between March 4 19, 1991 has agreed to 
severely restrict farmers exemption and that 
the adopted text differs from the draft text 
only maiginall) See UPOV Revises Conven 
lion (1991) 

t The United Slates government announced in 
1982 that It would end a century of varietal 
release work and confine the woik to basic 
rescaah Similar developments have taken 
place in other countries such as the 
Netherlands Wist Oermaiy Sweden etc 
{Information Notes 1983) 

8 Bcrian and t cwontin discuss about the im 
pact the plant breeders’ rights and the con 
sequent payment of royalties hast had on the 
small (non breeder) seed industries m Biitatn 
and Trance Sec BtrlAii and 1 ewonlin |l98(i| 
p 786 

9 lor more details ol the New Seed Import 
Policy sec Mcmin and Sadananda |I489| 
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An enterpnca promoM by IT C Umttad 


HviM ran miBHB 


SPEECH OF THE CHAIRMAN, SHRIK L CHUQH 
AT THE FIFTEENTH ANNUAL GENERAL MEETING 
OF THE COMPANY ON 3 rd JULY, 1 M 1 , AT HYDERABAD 


Chtngn in the policy Irpmework woM encouMge the Industry to bocome > aptUe 
woild pityer and t stgmlKPnl lorti^ eschtngo tpmef and as I Ime oden said ama/oi 
smployar m die Pural Seclm 


I im pleased le welcome 2 667 new Shareholders who have become Members of the 
Compan/ during the last year raising the total number ot Shareholders to 14 724 

last years results are a rontinuinq tribute to the unrelenting eltoris of your Company 
Employees and I take this opportunity to express on your behalf and on behalf ot the 
Board ot Directors our appreciation of their efforts Oisspite adversities in terms of 
floods and some temporary personnel issues pnftt after las Inneasail by 914k to fis. 
1547crorcs wlthaamlngs|iaraliaftlmpn)ylngtoRLl464liemRa USI Capacity 
uttlsallon durint the narmal wottdng partodl, at 1314k was an alt-llnie high Consklsrtng 
biegoadpsriofnianoeal yourCompany your Board has tecomniendad an mcraasad 
dhiMond M 37 544 oonpared to 33 544 m the previous year Investors confidence in your 
Company is reflected in the high price of your Company s share which has for he fust 
tune crossed the price level of Hs 150/ 

Coupled with the above tacts is the reality that your Company has brought progress 
opportunities and new light and life to a backward area These verities must give you 
cause Inr satisfaction as owners It makes you investors in progress and enriches the 
quality of the returns which you earn on your investment 

You will recall that last year I had shared wdh you that your Company was 
embarking on a market expansion strategy to ensure profit growth and survival This 
meant that whilst we would retain our posilion in traditional strongholds we would be 
entering the high-value premium segment ot the market I am plea^ to communicate 
that in turtherance of its competitive strategy your Company has successfully 
developed through Research and Developnimt high value products both for the 
domestic and the international markets You an iwan Mat your Company has been 
pn-aethre and has made Ikiiety kwe st mi nt i In Ihe laet tew years Pn bensllls of wMcb 
wa an now reaping To hnfher fortify our poaMon In in Industry, we wHcondnut to 
make substantial mveatmants In modamMlon, quality upgradotlon balancing 
aqwpment, and eapsdly eapanalon All this would require substantial liquidity In this 
perspective your Board has transferred Rs 115 1 rores to General Reserve Ihn year 
raising Ihe total General Reserve to Rs 36 crores 

Amongat the most important sources of competitive advantage is superior energy 
management The commissioning of the Atmos^nc Fluidised Bed Combusbon Boiler 
with a turbo-generator of matching capacity completes the total energy proiect which 
shields your Corporation from the vaganes of external power supply and arms the 
Organisation with further competitive edge 


To tn«Me Me Musty piqr Ns mb, both « Me nsbonal and Inkniatioflil pervecinre 
OomnnianlPodcymualanco u ragaln t ealnanlaiMoiilylornndaniisallonolasIsbng 
capaedlas Pul also lor eaMdahlng Pash capacHias Towvds IMA die import of cntaal 
cayntaf aquipineni wld need to be eneeunsgtd af mtea of rniporf duty much lower man 
diepmaidngHfk 


Sharing the national concern on Ihe Balance of Payments position YOUR 
COMPANY through AN AGGRESSIVE AND VIGOROUS EXPORT EFFORT HAS 
EMERGED AS THE LARGEST EXPORTER OF PAPER IN INDIA Our export eanbigs 
hast kiawBed by 6114k compand to Ihe pmloua year, to over US $3Snillllan The 
success of our export effort is axiomatic of the fact that the Indian Paper Industry is 
capable ot caplunng market nicfms in the full face of international competition The 
present prognosis is that the industry has to gear itselt to sahsfy a demand ot 52 lakh 
tons by Ihe /ear 2000 However in the persp^ive ot the success of our international 
efforts we may indeed have set our sights too low Changes in Ihe policy frame work 
would encourage the Industry to become e capable world player and a signlhcant 
foreign exchange earner and as I have often said a mafor employer in the Rural Sector 

We cannot ot course predicate the Industry growth at the cost ot the environment or 
pulp-wood supply from the natural forests Pulp-wood has to be grown in Captive Planta 
tions and Economy of Scale in mill sizes will have to be built in with technology that is 
contemporary to become competitive and gnic the consumer quality products at pncee 
that ere internationally competitive Presently the Industry is dependent on large 
imports of raw materials both pulp and waste paper consequent to the ban m supply of 
pulp wood horn natural forests Asa measure of conseivalion the Government had 
pla^ import ot raw matenals under open general licence and had also exempted it 
fully from customs duty It is unfortunate that customs duly of 404k on waste paper and 
10% on pulp has since been imposed making domestic production very expensive This 
IS likely to become counter productive and would stifle Ihe domestic industry Th« 
eventual outflow ot lore gn exchange to import the finished product to bndge the 
supply/demand hialu., will be higher than the outflow of foreign exchange to impor* raw 
materials lor use by Ihe Industry in India 



Paper industry has always been capital intensive The last tow years haw Ixxaewr 
witnessed the ca^lal ii tensity escalate vary rapidly from Rs 10 000 per annual Inatallad 
Ion in 1879 when your Companys mill was established to approxunatoly Rs 40000 par 
annual installed ton today At this cost the setting up at a mill of Bhadnctialama size 


Rerfiaps ffie siiigto grasfssl upheaval m the bMHtonaf paradigms of bwinsaa to to Me 
areaolInloematlon Syslemsand Oif/anisalionDesign SIncaMoraallpnSylsmshasp 
mcraasad the span ol managadal lobs it tondk to flatten Vie otganbalton atiucima and 
ralaasas whole Piyarsol people Irom toidme eomnunicahon coondnadonandcaiiM 
Jobs The comenlional pyramM organisadoo Is gradually bansloming Me an 
'^oegamsatienol clusters and nelwarlaalpaopla who lonn dbsofve andia-torm to 
moht Issues m a lurbuleni and dynamic aniuonmenl 


would involve an outlay ot over Rs 300 crores To enable the Industry play its role both 
in the national and international perspectne Govemment Policy must encourage 
investments not only tor modernisation ot existing capacities but also lor astabkahuig 
fresh capacities Towards this the import of cnM capital equipiitent will need to be 
encouraged at rales ol import duty much lower than the pravailing 85% 
tn the National PaNcyFiamcwotk lheiatoia,KlheGownimaiq- 

(1) facilitated Ihe Industry'i k i vesknints ki s cl eiiWk ea Vy managed ptontaVene, 

(2) attowedtheanpoitolcittlealcapliaiaqulpnmilaliaMsolliaprtMirlhalaw 
much lower than presalenl today soaHng Via Indian Engliiaaiiagtailaeby to add 
turthersshie and 

(3) In Ihe short him laduced toe customs duly on Bis kapwl alp# and OMSto paper 
Ihe Industry would ho able to make ms a n i ngl u lsbidas tow a rds pwgwaa and b aeo n ia a 
source el strength and proapertbt to Via nabonalsoonaniy AHanVenelGaasmmanl, 
Vtaratore, must focus an these laauaa which are, In fact, epporbmlltoe tor Qovsvnmanl 

■» V-io ■ — x-1 - 1^. hi—*1^—«, -s—-a-« 

WIO DMBntll W WiinH inWr pafinifinip In Wl IMPOITl OtWWpilllIlL 

The lundamenlal task of your Management is to ensure the proapenly of your 
Company in perpetuity Continued emnronmatilal scanning lev^ opportunities in the 
Financial Snv ces Industry These opportunities are matched by complementaiy skills 
within your Organ sation Diversitication into this Industry would create new income- 
streams which will further strengthen your Company It is considered advisable 
therefore to enter tt is business on a long term basis through a wholly owned subsidiaiy 
The investmc nt ir this company to start with will not exceed a sum of Rs 5 crorae with 
your Company having lie controlling inleresi To infuse strength into this diversilicatlon 
proposal It IS necessary tc integrate certain intangible aseets which nghtly belang to 
your orgwation As members you are aware that Bhadrachalam Paperboards Lrmitsd 
was promoted by FTC 1 imitid In its embryonic years ITC Limited nurtured 
Bhadrachalam through its trials and tnbulations Since Bhadrachalam Paperboerds 
Limited is an integral part of the ITC Group it is proposed to change the name of your 
Company to ITC Bhadrachalam Paperboards Limited The intangible assets ot two 
strong and vibrant names ITC and Bhadrachalam will not only luithei strengthen of 
your Company but w II also infuse a competitive strength to our new proposed Financial 
Services Orqanisat on I look forward to your support for these proposals 

PEOPLE - THE DECISIVE DIFFERENCE 

I now come to today s theme which is dedicalad to the 
people who make th ngs I tppen THEY MAKE THE DECISIVE DIFFERENCE Human 
Resource is tlie prime mover of advancement and davelopinent The stndes that 
companit sand indeed countnes make n founded oh the ability ot laaderehip to lap the 
productive gen ua ol a people However to develop people appropriately it B nacaalaiy 
to comprehenc th e merging sceneno and the environmeiiLih which they will have to 
perform 

THE CHANGING BUSINESS ENVIRONNENT 

Ours s a protected economy and this has impeded acceleiatad acetehon to national 
wealth Undue protectionism has created a high-cost low quality aconomy RaauHvtlly 


IMiit 


'tconomic and Poiiif* 



in igloballtlnB world our comfMrtlwiMtii poor ThartalliyitrtflacMmow 
Bdina ol Paymenti and Intamal Debt poailion winch has raaehsd crisis propbrnons 
Whilst wa pondsr onr our own rsilltm a new world economic order is rapidly 
takinsahape Philosophies and dogmas which held sway lor over a century liave been 
dtsmandsd m leas than one year Throughout Eastern Eupopa the cry is to shift from a 
command to a martial economy The business-geography^ the woM is changing with 
the emergence of economic communities ushering in a new hind of citizenship and 
creeling new compulsions opportunities and challenges for countries and companies 
throughout the world These devefopmenls will seminally alfrct the way Nations and 
Corporations stratsgiae to ensure their growth and survival and prove their good 
oor^raie citizenship 


Ifiewwft-fleieteiKfpsnoiineloflliebture wWcontafh niMieiouswiecisflsms which 
naed is MaiacrsyMigMeaPy Buaineai/tadm/misl encourage end eitele the 
cfrnMstaiidetarlsambidMIngandprDdlKtfiie codeboredon between dpeeUlil end 
Oeneraf Menigere id ecbieee buetneie reeufit 


T« Intel the chelange poetd by thaae npld chengae, H mty be iwceieary to 
getallon dw lundaanenW pracapli of the modW Mowed by ui Ml noe^wNdi pleeai 
capWtlllwoinbeeOhedtwtapmtnlelpiacata IbettevelhelCepWelieuldnowbe 
leplaetd by Peopltsdioihould occupy the canhealtga Ol the seven baaic resources 
oltiteman^)ar(Men Mschines Matensis Money Time Land and Ideas) it is the 
human resource that creates value and achieves the productnnly necessary for success 
What then must be the liemework tor human resource strategies’ What will equip the 
Peopli of Tomorrow to manage the market products and lechnoloqies in Ihr emerging 
work) aconomic order’ Answers to these questions is a Top Management responsibility 
Todays Top Management must prepare its people to face the challenges ahead and 
thus perpetuate the Organisations they govern 

CREATING AN INTERNATIONAL PERSPECTIVE 

To create the maiket-dnven companies ol the future we will have to develop an inter 
national perspective in our employees to tecililale the required change Tredi onally 
our people have confined their perspKhves to within National boundaries The 
changing demands make this peispMive obsolete 

In the sphere of Marhelinges the future unfolds perceptions at the customer are 
changing from a Mass Market in the SOs and EOs to a S^menied Market in the late 70s 
and fk)s and now into a matnx of niches witti a very demanding producf and service 
satisfaction cntena To succeed in a stochastic marketing scenario wa wlH have to 
underscore the basic msmm of marketing that the customer must come flrat We must 
affirm that marketing espenditures are m tact invesimants m creating competitively 
superior products end sennces Marketing proceeses must not be limited to the 
marketing function but should include the entire urganisation and strategy must 
integrate the various structures and lunclions of an organisation to deliver salisfectidn lo 
the uiatomer on en on-going basis Croas'culturel and intarnational markebng will 
requiie the induction ol skiHs and the infusion of maikoting knowledgr through Iniining 
programmes within the Company 

Technology ingestion wiH have a significant impart on almost every asprcl of 
business The technologies of yeeterysars which were based on ronventional elettncal 
mechancai and chemical engineenng are now being overtaken by new knowledge in 
imcroelactronics semi conductor genetic engineering end robotics Strategic alliances 
will have to be forged to facilitate skills and knowledge transfeni to create globally 
compatitira concerns These new alliances knowledge and technologies create 
cppoitumtias tor learning and training a new breed ol people The ingestion of this new 
lading witl create new opportunities (or human resources development in a 
muHinationel contest 

Pethtps the single greatest upheaval in the Iradilional paradigms of business is in **ie 
ana ol Intormabon Systems and Organisation Design PowertuI new soltweie in On 
Line Expert and Executive Intormatxxi Systems have been developed These m tanden 
with hardware breakthroughs In Cellular Radio Technology Optical Storage Media and 
Neural Networks have m^ Informalion Technolagy increasingly puople friendly The 
most significant area of the effects of this Technology on the modem orgemsaiion s ir 
thaiphareof Organisalior Design Since Inlo'metion Sytem< l-ave increased the spai 
ot managerial jobs it tends to flatten the oiganisalKin struclua nd releases whcili 
layeia of people from routine communication coordination and control fobs These 
rasourtee can be latreined and radepiDyed 


htOonhlp Fmal encsuiagerMt-laMiigandbmovabonf totace thecbinying 
cMhngMlfitlatganlaalmfbawtodWwWifnlfieemergtngwarfd economic order 
taadkva nut altow tor occemmaf Munaaf a procaet of leimliig 


The convenbonel pyramidal organisation is gradually transforming into an orga 
mation of chwters and netwoiks of peopla who form dissolve and re form to rtsolvr 
faeuea me turbulent end dynamic envtronment In the flattened organisation structurt 
ol lulure companies compensabon packages will not necessanly fallow the logic ol 
IlMl m a pyramid Infusing knowledge into and empowering the work ton e will create 
the commitmeni neceeaary tor compelitive success and will prevent undesirahk. 
obaoleeence and turnover 

In no other itaa has the future arrived faster in ou global village than in Financial 
Management In this area Information is directly Med to compebtiveness in the trade ul 
IlnanM mabuments These developmants in Financial Management will lacilitale 
increaaed InveMment opportunities and the emergence of tailor made products for 
apscilically (Mined customer segments Expertise m currency managameni end funds 
daploymant will have to be cnalad The role of the controller will now progress from 
FInanelal Accounting and Managameni Accounting to a new form ol S rateqic Busme ss 
Acoounttng 

AM.UEPRINT FOR THE HUMAN RESOURCE 

Traditionally the accounting treatment of people dassilies them as oils rather than 
mnealmenta Howoftenhavewahaardthat Peo^areourgraatestasiei'Theiragedy 


la that tfaaii becoming a ohehe Acbons have beliad words and the wrong kmd of 
comproinlaaa have been made which have affected the credibility ol leadsiahip In India 
over prdteelion end lack of compefitlcn m the economy has ueited a situation leading 
to a ountmuous eutflow ol human latont winch aspires lor meaning m their work as well 
asmiprDiredmoiielaryiawBrds It has given us the luxury ol accepting mediocnty 
Mareiiqanal practice haa often ubed talent but rewarded mediocrity for their own comfotl 
THIa ityle bf managameni is a complete anathema to the isiernetionally compelibve 
orgonlaabon we want to create end ealabliah 

tnforrauteBngaurbhiepttnl we mutt begin with the ereettonolenOt gen li eU onal 
HM caopli y Thts bhbosophy mutt hevt the eettvecom mi bnerrl of people Itmustnotbe 
10 asotenc that It is dIflicuH to comprehend throughout the company Most importantly 
It muat be seen to be practised In tact it is better not to have an organisational 
phltaeophy at all rather than to have one which is denied every day in our work 
practioes This attects morale adversely and breeds cynicism m the Organisation In 
Shadrechelam we knew that our people could share a common vision only it that 
ahaiing was rootad in a common culture Over the years our organisation s philosophy 
based on knowledge candour underslendmg commitment hard work and mutual 
reapact has created a vibrant culture which has enabled your Organisation to achieve 
pinnacles Pf produclinly To paraphrase a verse in the Rig Veda lhare is union amongst 
us becauaa ol the common wishes ol our hearts 

Based on our philoaophy and culture people policies and practices in Bhadra 
chalam have been tormulitad We have tried to lament a sense ot Iratemily 
togathemasi and belonging We havp emphasised the pre-eminence ol the team and 
have underscored the reelity that the output ol hard working teams is greater than the 
sum ol the individual inputs ol the persons who comprise the learn We have given 
competitive monetary rewards have ensured hygemc work and living space and have 
created the availability of the basic amenities loi health and education In short we have 
designed and delivered an anxiety tree environment conducive to learning 
perfopnence productivity and progress These actions havi been lundamentslio the 
success of your Company which was facing the challenge ol creating a successful 
enterprise and a new culture in a backward area and in s very competitive indusliy As 
a meaiuia af our commitment to teaming youi Company is establishing a Research 
Centre which will puisue research and harness sclioneble knowledge relevanl lo 
business management practices in India 

As we take ourselves forward to grow and carve a niche in international markets wc 
cen take sustenance from our past investments H taamtng hei become en 

organiHltoiiil iMbtt, we can ten the tuhin of dwonlinuout chenge wHh conthfime 

To make aieikpretIueNw and people eehievfng wehnetoellectlhehanellianlron’ 
the managing cl penomM to the leediiship of people To achieve this successfully 
leadeismust 

Fast shift their role from the direcling to the development ol thr human resource In 
the rapidly rhanoing markets and customer requirements ol the lu'ure with far hung 
operations it is impractical to direct the work loice in the traditional sense The 
d^opment of people and infusmg them with new knowledge and learning s the sure 
formula for tulure success 


ToellMllhtltansiltpn from nabonsf performance to mlaroabonalenlreptinwurshtp 
tlreltglee will haw lobe tormuMed around the devetopmenl of the hurmn resource 


Secondly leaders must provide parameters fur employees to become increasingly 
self manag^ The employees of the future will desire a degree of autonomy and 
psychological owngtship ot the |obs which they perloni This will give them a sense o' 
achievement and wiH enliance cosiderably the produclinly ol Iheit efforts 
Thirdly the wore lorce and personnel ot the lulure will contdin numerous 
specialisms which need to interact synergistiully Business leaders must encourage and 
croale the' irnimstance lor learn building and productive collaboration between 
Specialist and General Managers to achieve business results 
Fourthly speed has become the watchword The one common denominator in all 
dimensions ot business m the future will be managing the increasing rate of < haoge 
business leedeis must adopt uaclices which stimulate speedy responses from ihe 
organisation To achieve thivdecision making must be decentralised to Ihe luwest level 
possible and people must teel empowered to act rather than to keep seexing 
permission To improve Ihe quality ol decision making busmes' leaders musi ensure 
that employaes have access lo the necessary mtoraistion which s reqiared toi the 
making ol Iheir decisions 

Finally leadership must encourage risk taking and innovations to tau the changing 
challenges that organisations have to deal with in Ih > emerging world economic order 
Leaden mull allow for occasional failure as a process ot learn ng 

In develQping out blueprint for the manaqemint ol the human resouice i* must be 
underscored that what wi need is not meetings seminars and pioclamat ons but action 
But no meaninqtul human resourci s*rateg> can ignore our seniot citizens The 
retired human resource is still an employee on pension and a elders and ambassadors 
ol the Corporation then interests and well being t usI i ontinue to command our due 
altenlion Organisations that value people must prep ire them to lead lives ol lullilment 
and achievemeni even alter they haw. finished then years of productive -a iv ce m the 
Organ aatim 

CONCLUSION 

In conclusion the performance ol your compsr y during « hsi year and indeed 
oyer the past eleven years gives us cause tor salislaclion and sanguinity The efforts of 
your employees have made your Organisalion a lead ng entrepreneu on the naltonti 
scene in the paper industry But there are developme its n 'hi enviroi meni which will 
mgulf us and compell us to make changes lhal enable is to succeed m the emerging 
international economic order To elfei I the transilion from national performance to 
internallonal entrepreneurship strategics will have to be formulated around the 
development ol the human reaource To impfenwnt these strategies will not be an easy 
and painless task But there is no allernxuve and no escape from this challenge Lei us 
Iher^ie commit ourselves and mow ahead with determination and i ontidence 
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HEVIEWS _ 

Plain Tales of Tliis Raj 

Nasir IVabji 

The Child and the Slate in Inctia: Child Labour and Education Policy 
in Comparative Perspective by Myron Weiner; Princeton University Press, 
Princeton, 1991, pp xvi + 213, price not stated 


COLOUR supplement stories by cub 
reportcts and earnest Master of SocialAVork 
th^ have succeeded in consigning the topic 
of child labour to the very softest and most 
boring end of the social sciences research 
spectrum Child labour is perhaps the most 
Visible manifestation of the prevailing con 
ditions in our rural areas But exposure 
through repeated vtqcuristic features has led 
to the utter deadening of interest in it 
amongst people who might, for instance, 
rightly be agitated about the ecological 
effeas of economic growth, nuclear power, 
big dams and so on Myron Weiner’s book, 
by relaling the question of child labour to 
our compromising policies on compulsory 
education, both raises the level of the pro 
blem’s analytical importance and poses the 
issue as pre-eminentlv political and not 
Salvationist 

Wnner looks at the prevailing explanation 
for the supply of child labour that poverty 
forces poor parents to send their children to 
work, that these parents do not believe that 
schooling would benefit their children, that 
the children learn skills through work On 
the demand side, employers, who preter 
children because they are pliable, accept 
lower wages, are not unionised and who en 
sure the industry's viability, form a power 
ful opposition to curbs on child labour 
While Weiner does not disagree with this 
analysis, he is convinced that the Indian case 
IS not unique First World societies m the 
past, he argues, had substantially reduced 
the incidence of child labour, through 
policies of compulsory primary education 
These measures were enfoiced, in many 
cases, long before household incomes had 
risen to a level where the children’s contnbu 
tion was marginal to the household’s sur 
vival Many Third World countries also have 
a substantially bettei recoid than ours 

The point, of course is not that child 
labour was abolished in these countries 
without prolonged political struggle In 
Massachusetts, fOr instance, legislation was 
passed as caily as 1647 requiring all parents 
to ensuie that their children could lead 
However, only in 187^ were truant officers 
appointed to enforce school attendance The 
initial impetus in Massachusetts came from 
active proponents of Protestantism 
However the •mpnrtant point that Weinci 
makes is that there base been a variety of 
impulses leading lo compulsory primarv 
education in all counirics where the 
incidence of child labour is low 

In India in spite of constitutional piovi 
sions lor primary education (and against 
child labour), neither has been successfully 


implemented Myron Weiner aigues that the 
reason for this is that these two issues are 
analytically interconnected, and that for the 
failure of both, there are deep seated beliefs, 
amongst civil servants and policy makers, 
that the resolution of these problems must 
wait until some basic changes occur in the 
structure of employment opportunities, 
and in the standards of primary school 
education 

What Wnner does not menuon is that this 
set of beliefs forms the ideological counter 
part to the actually prevailing agrarian situa 
tion, that the ruling political arcles are 
interested neither in thoroughgoing agii 
cultural reforms, nor in the introduction of 
the kind of technological base requiring 
mass literacy Not surprisingly then, the 
book ends on a note of deep pessimism 
One IS left then with the pessimistic conclu 
Sion that barring a conceptual change in the 
thinking of those who make and implement 
policy and a new direction in policy by the 
Indian government the nui iber of children 
III the laboui force will net significantly 
decline conditions for wiorking children will 
not significantly impiove, school letention 
rates will not significantly increase and the 
literacy rate will continue to grow at a slow 
pace and w ill leave a large part of the Indian 
population illiteiaie well into the middle ol 
(he iwenty first century 
If this IS so then what is unusual in 
Weiner's thesis’ One element is his obstr 
vation that child labour in India is largely 
a prctndusinal pre capitalist component of 
the labour force Anothei significant obscr 
vatton IS that child labour in India represents 
the traditional role bf the child as worker 
and IS not ihe product of industrialism and 
capitalism However Wemer treats these 
obseivations almost as ineidentais, and docs 
not develop then implications for his own 
pioposals 

I here is in laet a sery interesting disius 
Sion ol the histoiieal changes inthe way 
ehildien aie perceived —in the change of the 
Slew ol iheiii as valuable wage earners to 
that ol economicailv useless but emotionally 
prieclesv ubiteis Which accompanied the 
vers development of the concepts of 
childhood and latei of adolescence Initial 
Is ol loiirsc the luling circles, while mak 
irig this disiinetion about their own children 
denied it ol the children ol the working 
people Wcincr believes that this expiession 
ol double standaids of couise dominant in 
India IS leinloieed by the caste sysiem 
(liven Ihe apopleeiie reaction to the Man 
dal ( ommission the depth of this lecling 
can baldly be inivsed but whether it is 


espeeially the product of the Hindu todal 
ethos IS debatable After ail, South Ana as 
a whole as Mvron Weiner shows, is a black 
spot as far as child labour and primary 
edueation is eimcerned Though Wnner does 
not say so, what we also share m common 
IS a largely unmodified agrarian structure 
a legacy of colonialism Signifleantiy in this 
context, Myron Weiner’s Third W^ld ex¬ 
amples (where child labour is substantudly 
reduced) are firstly, China, Ihiwan, South 
Korea, and our own Kerala The nature of 
agrarian transformations undertaken ^ 
both revolutionary atid post-war occupation 
regime* in these cases is well known In Sn 
Lanka, the final case the impetus for com¬ 
pulsory education came from a unique set 
ol circumstances This lay in a post-cdonial 
assertion of Sinhala chauvinism, which 
sought correction of IkmtI-Smhala dis¬ 
parities in education 

Ihe historical case studies do certainly 
show that the struggle to abolish child 
labour and introduce pnmary education was 
substantially distinct from the purely 
political struggles in various countries In 
tngland, the predominant compulsion was 
lor the appropriate socialisation of working 
class children, in Austria, the cleigy, wishing 
to protect children from Ihe revolutionary 
bourgeois ideals of the T rench revolution, 
was the primary force for early schooling 
through most ol the 19th century, in the 
United Slates puritan conceptions of the 
innate depravity ot children and the need to 
overcome it through schooling provided the 
impetus In Prussia mililarivtic nationalists 
were concerned that early factory work for 
children reduced the labour supply for army 
recruitment Measures for compulsory 
pnmaiy education, which prevented child 
labour, were thus intioduccd f inally in 
Japan, as m tngland primary education 
was seen as a socialisation measure after the 
rapid expansionof schools under the Mei)i 
leadership 

Whatever the reasons lor Ihe diffusion of 
compulsory pnmary education in specific 
historical contexts, there are few signs of any 
forces directly political or not—pressing 
foi It in India It is (rue (although Werner 
has not examined this), that after the I98S 
Fducaiion Policy effectively diluted the 
Constitutional conception of this goal. 
All UC lO did have a vigorous round of 
mobilisation on this issue Education policies 
never have been (he subject of public debate 
in India I ven during the independence 
movement when a large number of the 
essential components ol Indian development 
were first formulated, debates on education 
plavcc' a minoi role Further, as in so many 
other cases, Gandhi's ideas on ‘basic cduca 
tion' (craft or productive work as the nucleus 
ot education) were transformed after in 
dependence Whatever may be the views on 
Ihe long term value of basic education, the 
pre independence proposal was at least non 
discriminatuty, as it was expected to encom 


1670 


Iconomic and Politual uwiriv i,.iv A.n IMI 


iaiiaMmBOT.iM«nHti. weiiicr pouts oat 
that ptaiutodv advocttesAf noa-fonnal 
idttcaUon. work>itsdf-«s<education, and 
u on, Me it oidy as an answer to the pro¬ 
blem of poor families in the precarious 
occupations. 

An important point made by Wsiner, 
ihoush pvhaps not as explicitly as is 
necessary, is in connection with the often- 
heard oitument made by dvil servants that 
there is unfortunately no political support 
for policy initiative in areas like education. 
He. refers to the unexpected interest shown 
by the Raiiv iGandhi administration, where 
the new government announced its intention 
to review policy as early as January 198S. 
Although it quickly became clear that the 
review had no intention of addressing the 
real issues affecting education, the entire 
ewrcise showed that there is overwhelming 
poUtkal support for policy initiatives which 
meet politick exigencies, even in areas like 
education! conventionally conceived as a 
soft area. 

It is a depressing indication of the 
blinkered concerns stemming from such 
exigencies that Myron Weiner was so easily 
able to trip up an official of the education 
ministry, who showed unawareness of the 
distinction between legislation. enabling 
compulsory education rules to be enforced 
by local authorities, and compulsory 
primary education as we all know it. Weiner 
was evidently more determined an advocate 
of education than all the MPs present in 
parliament when the New Education Policy 
was introduced. The official claimed that the 
entire matter had been ‘researched’ in 
response to a parliamentary question, so 
presumably the distinction between enabling 
and more substantive legislation was missed 
by the MP in question. And who knows, had 
the matter been pressed, could it not have 
plausibly been argued that education was on 
the concurrent list anyway? 

An important issue is the relationship 
between the 198S Education Policy and the 
Child Labour Act, finally approved in 
January 1987. Weiner identifies the govern¬ 
ment of India’s official paper titled ‘Work¬ 
ing Paper on Child Labour in India— 
Implications for Educational Planning' 
presented to an ILO Workshop in late 1986 
as providing a connecting analysis of the two 
policies (p 99 fn). It would have been useful 
if this linkage had been further developed 
in the book. 

Given that the bulk of India’s traditional 
exports still originate in the handicrafts sec¬ 
tor, and the critical importance to the 
economy of whatever exporuble com¬ 
modities anyone will buy, there is now a firm 
vested interest in thd continued use of child 
labour and the continued neglect of primary 
education. Of course, it is true that in the 
bulk of child-labour employing industries, 
export earnings are not a factor; it is equally 
true that to the traditional votaries of what 
Weiner refers to as the ‘Politics of Doing 
Nothing’ are added the high pnifilc ‘increase 
exports’ town criers. It is significant in this 
context that an official of the Handloum 
and Handicrafts Exports Corporation, 


which runt 200 training centres for diUdten, 
many well below 14, felt that banning child 
labour in the carpet industry would be 
suicidal for exports. In fact, it would not be 
suicidal even for the carpet manufacturers. 
The argument, even of some well-meaning 
people, that ‘apprenticeship’ from an early 
is necessary to learn the skills in occupa¬ 
tions such os carpet weaving is also bogus. 
The large bulk of the children work in oc¬ 
cupations where they learn no skill. What 
they do learn is to accept monotonous, 
rephitive, work as the norm for the rest of 
their lives, if they are lucky enough to con¬ 
tinue to be employed at all when they reach 
an age of effective potential defiance. 

The official Indian view now makes a 
distinaion between children’s labour in pro¬ 
ductive household activities and wage labour 
by children in non-household enterprises 
(which is termed exploitative.) Underlying 
this distinction is the assumption that the 
eiders of a household have more positive at¬ 
titudes towards the well-being of the children 
than does an external employer. As the con¬ 
cern about the implications of declining sex 
ratios, female infanticide and other indica¬ 
tions of the pressures of poverty and the lust 
for accumulation show, it is not at all clear 
that collectively the household elders would 
have a more sympathetic attitude, at least 
to girl children in their care, than would 
employers. To that extent Myron Weiner is 
absolutely correct in emphasising that agen¬ 
cies of the state have to intervene and pro¬ 
tect children from pressures exerted on them 
by their elders. The only caveat would be 
that the state should have a complementary 


set of policies that ensure dutt it does not 
defeat its own objective in so interverang. 
In Indian conditions the stale should then 
ensure an adequate livehhood (the right to 
work) and adequate housing (in rural areas 
eves a house site may be the critical factor 
in increasing the houtdhold’s alnlity to resist 
forced labour). 

Child labour and illiteracy are, singly or 
collectively, disgraceful features of IndUm 
society but it is not a convincing argument 
to say that they continue to exist because of 
a series of false constructs in the policy¬ 
makers’ minds. It is surely not a counter¬ 
intuitive proposition that households in col¬ 
lectivities respond both to pressures by the 
state, and to opportunities for themselves. 
In a footnote reference on page 110, Weiner 
refers to studies in the changes in attitudes 
to children in Europe and notes that as much 
as five centuries separated the first signs of 
the notion of ’childhood' in the 13th cen¬ 
tury and the concept of ‘adolescence' in the 
18th. Obviously very fundamental changes 
took place in the economy and society over 
this period, and in the requirements of the 
ruling circles. 

In India, even the concept of childhood 
IS denied to the large mass of chitdinin. The 
struggle for accepunce of childhood and 
adolescence for all is surely tied to tin strug¬ 
gle for a decent life for all. We must be 
grateful to Myron Weiner for helping to push 
primary education into the arena as an area 
of mobilisation obviously critical for this 
goal. 

[Meena Radhakrishna has commented exten¬ 
sively on an'earlier draft.] 
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Price Factor in India’s lirade 

Malati Anagol 

ladU't Balance of FWymentii by G C da Costa; Himalaya Publishii^ House 
Bombay. 1990; pp 126. Rs 12S. 


G C DA COSTA’S book on Incha’s balance of 
payments could not have been at a more 
timely juncture than this when India is fac- 
in| one of the worst balance of payments 
scenarios. The Seventh Plan has ended with 
an average trade deficit more than twice as 
large as that reached in the Sixth Plan The 
commencement of the Eighth Plan is un 
mistgkably facing an ominous prospect of 
increasingly unviable balance of payments 
brought on by simultaneous worsening of 
domestic and international environment - 
rising mternational prices of oil, shortages 
of essential commodities such as sugar and 
edible oil at home necessitating large im¬ 
ports, mounting debt service iharges, 
deterioraung credit rating of the country, 
drying up of NRl inward remittances and 
deposits, less than optimistic outlook for ex 
ports with slowdown in growth m industrial 
countries and rising inflation at home 
da Costa analyses and unravels the tac 
tors that determined the course of India’s 
balance of payments during the period 
1970-71 to 1986-87 and makes observations, 
draws conclusions and recommends policy 
prescriptions based on his statistical analysis 
to tackle India’s deepening balance of 
payments problem It is interesting to note 
that the period covered by the study encom 
passes the decades of 1970s and 1980s- two 
decades as far as India’s balance of pay 
ments experience IS concerned India enjoyed 
during the 1970s a comfortable balance nt 
payments position when deficits in balamc 
of payments were moderate and were fmam 
ed fay external assistance and country 
accumulated huge foreign exchange reserves 
which in some years were as large as ten 
months of financing of imports During the 
1980s, on the other hand with the slowing 
down of export markets abroad and libera 
lisation import policy, tiade balances 
deteriorated rapidly The reliance on com 
mercial borrowings and NKI deposits to 
meet mounting deficits in balance of 
payments and low levels of foreign exchange 
reserves created concern, if not alarm, about 
India's balance of payments viabilitv 
Though India cmioyed a lomtortabk 
payments position in the 19'tOs and difficult 
one in the 1980s, over the period as a whole 
two aspects of balance of payments of India 
stand out, fust, the parallelism of the tiade, 
current and overall balance, and second, the 
dominance of especially in the laic 1970s and 
1980s of trade balance in the balance of 
payments of the cuuntr) 

The exclusive locus of da C osia’s analysis 
IS on identifying the factors in India’s 
external and internal economic environment 
which have created, abated and ultimately 
incieased trade balances ovei the peruKl 
under study I he immediate or appiosiinatc 
determinants of trade balances an obviousls 
the volume of exports, solumc of impoits 
and the net barter terms of trade which cs 


press the relative prices ot imports and ex 
ports These proximate determinants are 
ultimately influenced by external and inter¬ 
nal developments, namely, movements in 
real incomes in industrial countries, infla¬ 
tion rates in those countries, trends in India’s 
real income, movements in the real effective 
exchange rate of India and liberalisation of 
import polio 

India’s volume ol exports dunng the 
period under study showed two distinct 
phases -one covering the decade of 1970s 
dunng which the volume of exports grew at 
an annual average lale ot 6 8 per cent per 
annum, and the other dunng the 1980s when 
the average rate came down sharply to 2 7 
per cent per annum These disparate 
movements in the volume of exports were 
basically related to the disparate movements, 
first, in the rates ot giowth ol real incomes 
in industrial countries, and second, the real 
effc'ctive rate of exchange, which measures 
intCMiational competitiveness of India’s ex 
ports The first had positive and second 
negative influence on expon pcrlormance nl 
India during these two phases The in 
dustiial economics which arc the tnajoi 
trading paitners ol India grew at an annual 
rate of 3 S per cent in 1970s as compared to 
an annual growth of 2 0 pei cent per annum 
during the 1980s \s a result the Indian 
cxpiiiis t'xpciicnced a buoyancy during the 
1970s while tho laied poorly in the l98tK 
I he real eftcclivc exchange late lell sharpis 
throughout the 1970s and had a positist 
ctlccl on exports However, the leal iltci 
live exchange rate remained at a higher level 
during the 1980s thus discouraging exports 
da < osia’s siud> clcarlj brings out the role 
played bv competitiveness ot exports iii 
export perfotmance dunng the period He 
ccimmcnis, "li docs appears that the high 
giowih III the volume ui exports m the lirst 
phase IS also in part attributable to the in 
creasing compciitivencss ot India’s export as 
lellecicd in the si/cahic downward move 
mc-nt III the ical cllcctive exchange late the 
convcisc seems to be tiue foi the second 
phase” 

Volume ot imports too underwent two 
distinct phases However, unlike exports, the 
imports were almost unchanged and incrcas 
cd at an annual avciage rate ol 3 jk’i cent 
per annum only during the fust phase but 
rose lapidly ai an annual aveiage laie of 10 3 
pel I cm |Kr annum during the second phase 
The growth m imports was lound to be 
diiccily associated with growth m real in 
conic m India and with the liend in relative 
prices ol imports (measured by the ratio ol 
unit value of impoits and wholesale piiccs 
in India) Heie again da C ost’s study cm 
phasiscs the role of prices in India’s trade 
thus, “it seems that low imports in the early 
years, lonvorselv, the high imports m the 
later scMrs were not only due to the relatisels 
highci growth in the Indian economy, but 


umi^k^ihuitao to 

of imporu”. The thiid t te w te p m ert wIiMi 
mfluoiced impom wu inqiort poUqc 
Whereas the restrictive import poHcy of the 
first phase repressed the volume of imports, 
the import liberaiisaiioii policy of the 1980i 
increa^ the volume of imports by increas¬ 
ing the import dependence of the Indian 
economy. 'The average import-GNP ratio 
was 4 9 per cent for the first phase, this 
average shot up to 6.6 per cent during the 
second phase. 

The third determinant of India’s trade 
balance, namely, the net barter terms of 
trade rose sharply in the initial years of the 
1970$ and then declined sharply in the im¬ 
mediate post-oil crisis years. But again 
moved briskly up after 1980-81. India’s terms 
ol trade were basically influenced by three 
forces, namely, real giowth in the economy 
of the industrial country, which had a 
positive effect on them, second, inflation 
rat« in these countries which affected it in 
negative way, and third, India’s exchange 
rate, the depreciation of which lowered the 
terms of trade and vica versa. 

Thus, India’s trade balance which has 
been dominant factor in the country’s 
balance of payments over the period of 
undcf study was influenced by several factors 
m particular, real growth and inflation rates 
III the mdusinal countnes, trends in India’s 
real income, and movements in the effective 
exchange rates of the couniiy and import 
liberalisation 

Ihc study arrives ai interesting conclu¬ 
sions first, ihc comfortable trade balance 
in the 1970s and unsatisfactory trade balance 
in the I98(K were basically a result of the 
movements m the volume ol exports and the 
volume ol imports rather than the move 
ments in terms of trade Secondly, the real 
effective exchange rate has emerged as an im 
portant determinant of the movements in ex¬ 
ports and of trade balance over the period 
under study Third, for major years, domi¬ 
nant forces at work on India’s terms of trade 
have been external in origin, namely, real 
growih and inflation rates in industrial coun 
tries Thus, the depressed state of India’s 
terms of trade ovei the period imposed a 
massive wellarc loss from trade on the 
country 

(j C da Costa rightly points out that since 
tcims ul trade arc determined by external 
iaciors and should be taken as given, the 
policy locus should be on influencing the 
volume ol exports and imports through 
domestic factors, namely, India’s real 
income, India’s inflation rate related to m 
dustrial countries and our import policy in 
shoit, da Costa visualises the solution to 
India’s persistent trade dclicit through 
It orientation of our development strategy 
to aids less import intensive path and rinan- 
cmg ol development by non-inflaiional 
resources of finance which contain inflation 
and enhances international competitiveness 
ol Indian exports da Costa’s book is an im¬ 
portant coniribution to the study of India’s 
balance of payments as it highlights in un¬ 
mistakable terms the role of ‘price factor' 
in India’s exports and imports 
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Declining Incidence of Poverty in the 19808 

Evidence versus Artefacts 

B S Minhas 
LR Jain 
S U Tpndulkar 

By constructing appropriate cost of living indices, which allow for the observed variations in consumption pat- 
toms and pnces across states, the state-specfic rural and urban poverty norms as well as the corresponding estimates 
of the madence of poverty in 20 states and all-lndia in 1987-88 are presented A set of criteria for ranking of 
states (Hxordmg to poverty alleviation performance is suggested. However, the reported numerical exercise in rankmg 
IS taken to reflect only a descriptive monitoring of the observed performance of different states between 1970-71 
and 1987-88, without any pretensions to the analysis of the underlying causes of inter state differences in perfor¬ 
mance on the poverty front 

The paper also shows that the massive reduction in the incidence of poverty in 1987-88, as reported by the 
Planning Commission in 1990, is once again largely a consequence of the peculiar statistical artefacts used by 
the Commission Just as it did with the 1983 NSS data, the Planning Commission has continued to indulge in 
mindless tinkering with the observed NSS size distribution of consumer expenditure for 1987-88 also Appropriately 
computed incidence of poverty in 1987-88 (effecting appropriate price adjustment at the state level for the rele¬ 
vant poor population} comes to about 48 7 and 378 per cent, respectively, in rural and urban India, ratler than 
the arttficially low estimates of32 7 and 19 4 per cent reported to parliament by the Planning Commission in 1990. 


1 

Introdurtion 

IN two earlier studies {Minhas and Jain 
(1990) and Minha.s el al (1989)) we presented 
state spetifiL and all India estimates of the 
incidence ot poverty, separately lor the rural 
and urban population at five distinct intei 
vals of lime corresponding to live National 
Sample Survey (NSS) periods between 
1970 71 and IVS) Recently (Mmhas et al 
(1991)], the state specific cost ol living in 
dices for the entire rural and urban popula 
lions of twenty states for four consecutive 
agricultural (luly lunc)ycais from 1984 8^ 
to 1987 88, based on two alternattve weight 
mg diagrams relating to the base years of 
1970 71 and 1981, were introduced Using 
the retail price data base of this latter (1991) 
study, this paper constructs (a) the rural and 
urban cost of living indices at the stale and 
all India level for the middle fraciilcs con 
sidered relevant for updating the exogenous 
ly spenfled all India rural and urban poverty 
norms, (b) then estimates the incidence ol 
rural and urban poverty in 1987 88 in twen 
ty different states and India as a whole, and 
(c) undertakes a critical examination ot the 
veracity of the Planning C ommission's claim 
of a big fall in the incidence ol poverty in 
1987 88 

The layout ot the paper is as follows In 
Section 11, we take up the construction ot 
state specific cost ot living indices tor the 
middle-range of rural and urban populations 
for 1987 88 with 1970 71 as the base year 
Here we also undertake updating of the 
inter-state price differentials separately for 


the middle ram i ot rural and urban popula 
tieins Ironi WO 71 to 1987 8K and woik out 
the Slate speciti lutal and urban poccriv 
lines in 198't 88 flic estimates of the iii 
(idence nt rural and urban poverty in each 
stale and all India in 1987 88 along with 
thosi tor 1970 71 iiid 1981 are picsented in 
Section III This section also examines and 
analyses the comparative movements in 
stale specific poverty incidence and numbers 
ol the poor ostt the two successive tunc 
periods (1970 71 to 1983 and from 1981 lo 
1987 88) and ilso icross the ruiai and urban 
sccioi ot each St 11c during each one of these 
two time |)ciioJs In Section l\ wecompare 
tmr estimate ol rural and urban povciiy at 
the all India Icsd lot the I98(K with those 
provided bv the I'liniiiiiy ( ommission The 
paper closes with concluding remarks which 
comprise Section V 

II 

Rural and I rban 
(,ost of I isini; Indirrs for Middle* 
Population and I'osrrt) Norms. 
1970-71. 19a3, 1987-88 

lo adjust III exogen jusly specified pover 
ly norm foi pi ice changes at the state level 
one rcquiic slate sticcilic cost ol living 
iriJes rclaiiiv to the relevant section of the 
population I his levant section ot the 
population It t( ried to as th' middle lange 
of the population, is taken te< comprised per 
sons tailing wiihin a range of monthly per 
capita total expenditure (MPCTE) which 
encloses the state specific poverty norm in 
the base yeai Such stale specific cost of 


living indices loi the middle range of popu 
laiion were obtained earlier foi rural areas 
by Minhas and lain (1990) and for urban 
areas by Minhas ct al (1988) to. National 
Simple Siitvev (NSS) years 1972 73, 1973 74, 
1977 78 and 1981 with 1970 71 as the base 
year and using 1970 71 NSS consumer 
expenditure pait in ot the ruial or urban 
middle population as the relevant weighting 
diagram T lu pi ice data used were the ad 
justed pi ICC relatives Ol the consumer price 
index senes lor agricultural labourers 
(( PIM ) lot lural areas and the combined 
price relatives data ol the consumer price in 
dex series to*- industrial workers (CPIlW) 
and toi non manual employees (f PINM) 
lor urban areas 

In this study wc make use ot the same 
1970 71 weighting diagiams for the middle 
range ol the rural and iiibaii populations 
and the price relatives data of the same three 
,cries tor the agrnultural year 1987 88 as 
used in Minhas ct al (1991) to construct 
s'aiewise and all India cost of living indicts 
(C PIMR and C PIMU), relating to the rural 
and urban middle populations, tor 1987-88 
with 1970 71 as the base year These are 
presented in table 1 Wc also present in 
Table 1 tlic state s|)ccilic tost of living in¬ 
dices (C PI IR and ( PI Hi) tor the total rural 
and urban populations for 1987 88 with 
1970 71 KXI |which are carried over from 
M nhas et al (1991)] and the state specific 
price indices lelative to all India (SVIR and 
SVIll) separatelv (or the rural and urban 
middle population for the years 1970-71 and 
1983 These are taken Irom our earlier 
studies IMinhas and Jain (1990)] for rural 
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and [Minhas et ai (1989)] for the urban 
populuion. For a given sute, applying 
CPIMR (CPIMU) for 1987-88 (1970-71 = 100) 
to SVIR (SVIU) in 1970-71, we obtain SVIR 
(SVIU) in 1987-88 and inesent them in Ikble 1 
with a view to facilitating a comparison of 
the inter-state price differential (relative to 
aU-India) over time from 1970-71 to 1987-88. 

In 1987-88, the cost of living index for the 
middle population (CPIM), compared to 
that for the total population (CPIT), is 
found to be on the lower side for all states 
except Bihar, Orissa and West Bengal in the 
rural sector and five states of Gujarat. 
Himachal Pradesh, Jammu and Kashmir, 
Maharashtra and UP in the urban sector. 
This shows that the use of CPIT, instead of 
the appropriate CPIM, at the state level will 
cause the poverty norm and the poverty in¬ 
cidence to be over-stated in most of the 
States, both in the rural and urban areas. 

Inter-state differential in the price index 
(relative to all-India) for the middle popula¬ 
tion (SVI) in 1970-71,1983 and 1987-68 are 
found to be different from year to year in 
the rural as well as urban areas [see 'bbie I, 
Columns (7) to (12)]. SVI—in percentage 
terms—had the minimum value for (a) 
Andhra Pradesh in all the three years, i e, 
91.3, 86.2 and 86.0 per cent in the respec¬ 
tive years 1970-71, 1983 and 1987-88 in the 
rural areas, and (b) Jammu and Kashmir 
(78.S and 81.6 per cent) in 1970-71 and 1983 
and Himachal Pradesh (82.2 per cent) in 
1987-88 in the urban areas. 

Maximum value for SVi in the rural sector 
was experienced by West Bengal (124.8) in 
1970-71 and Kerala (118.3 and 126.3) in 1983 
and 1987-88; and by Delhi (118.8), Orissa 
(116.8) and Delhi (115.3) in the same three 
respective years in the urban sector. 

There was no discernible pattern in the 
movement of SVI over time from 1970-71 to 
1987-88 for the various states. Both in the 
rural as well as the urban sector, there were 
states experiencing rise (decline) during 
period I from 1970-71 to 1983, followed by 
rise (decline) over the next period 11 from 
1983 to 1987-88. On the other hand, there 
were other states which experienced rise 
(decline) during period I, followed by decline 
(rise) in period II. 

have taken the all-India rural and 
urban poverty lines as exogenously specified 
by the Planning Commission, i e, monthly 
per capita total expenditure (MPCTE) of 
Rs 49.09 (rural) and Rs 56.64 (urban) at all- 
India level, both at 1973-74 prices.^ These 
poverty norms need to be converted to prices 
prevailing in the survey years 1970-71,1983 
and 1987-88 for estimating the incidence of 
poverty in these years. For this purpose, we 
have used the appropriate cost of living in¬ 
dices for the relevant middle-range of popu¬ 
lation as described above. For the years 
1970-71 and 1983 (with 1973-74 > 100), these 
indices ate takm from earlier studies 
(Minhas and Jain (1990) for rural middle- 
mnge population arid Minhas et al (1989) for 
the corresponding urban population). For 
the year 1987-88, we have made use of the 


indices presemed in Table 1. These all-India 
poverty norms for 1970-71,1983 and 1987-88 
are converted to the state-specific prices 
using the SVI for the respective years given 
in Table 1. The state-specific poverty norms, 
thus obtained, are presented in Table 2. 
Given the loregoing procedure, there is an 
obvious one-to-one relationship between the 
state-specific poverty norms and the state- 
specific SVI. 

It may be noted from the results reported 
in Ihble 2 that, compared to all-India, the 
state-specific poverty norm in all the three 
years turned out to be on the lower side for 
four states in the rural and ten states in the 
urban sector; and, on the higher side, for 
twelve slates in the rural and eight states in 
the urban sector. The states whose poverty 
norms fluctuated around the all-India pover¬ 
ty norm over the three years were Gujarat, 
Jammu and Kashmit, Rajasthan and Ihmil 
Nadu in the lural areas and Karnataka and 
Tamil Nadu in the urban areas. Among all 
the states, in all the three years, the lowest 
poverty norm' was noticed for AP in the 
rural and Jammu and Kashmir (c'xcept that 
it was the second lowest in 1987-88) in the 
urban areas. Kerala had the highest poverty 
norm in the rural areas (except that it was 
second to West Bengal in 1970-71), whereas 
in the urban areas the poverty norm of Delhi 
was the highest except in 1983 when urban 
Orissa had the highest poverty norm. 

Line 22 in Ihble 2 presents the range 
in poverty norms across states as per 
cent of all-India poverty norm which 
provides an idea of the relative varia¬ 
bility in poverty norms across states. 
This relative range can be seen to have 
declined over time in the three selected years 
for the urban population. For the rural 


population, it increasea in tncarouipii year 
1987-88 compared to the earlier two yean. 
The inter-state relaiive variability fluctuated 
beiween33. d 40 per cent, both In the rural 
and urban sectors, over the three years falling 
in the time period from 1970-71 to 1987-88. 

Ill 

Entimales of Rural and Urban 
Poverty Incidence 

At the slate and all-India level, we use the 
poverty line estimates obtained in Section II, 
along with the size distributions’ of per 
capita total expenditure (PCTE) available 
from the NSS, to calculate the headcount 
ratio measure of poverty incidence, separate¬ 
ly for the rural and urban areas in each of 
the years 1970-71,1983 and 1987-88. For this 
purpose, we have followed the procedures of 
simple linear interpolation betsveen log x and 
P where x denotes monthly PCTE and P the 
proportion of state-specific population 
(rural or urban) with monthly P(^TE less 
than or equal to x. Other non-linear inter¬ 
polation procedures between x and P, which 
are more sophisticated but compuutionally 
more cumbersome than ours, have been 
noted to yield virtually the same estimate of 
the headcount ratia We have therefore 
preferred the computationally simpler pro¬ 
cedure. A comparison of alternative all- 
India estimates of headcount ratio and 
numbers of the poor are presented in 
fables 3 and 4. The estimated rural and 
urban headcount ratios for each of the 20 
states (as also all-India) are presented in 
Ihble 5. We also provide in Tkble 5 the 
estimate of headcount ratio at (he entire state 
level which is obtained as a weighted average 
of rural and urban estimates, with the state- 


Tshii I: SiMiuisf CoNstiMiR Pri(( Inukisior Mmoii (CPIM) andTotai. (CPIT) 
Poriii MKiN loR 1987-88 (1970-71 -. 100) and Siaii: SprcitK PRict Indices (Relative TO 
All lNi>iA)ioKM iddii Pohiiiationi-or 1970-71, 198} AND 1987-88: Rurai andUrbanAreas 


.SI State 

1987 

-88 (1970-71-- 

100) 

Slate Price Index 

(All-India«l00) 

No 

Rural 

Urban 


Rural 



Urban 



(PIM 

CPIT 

CPIM 

cplr 

70'’'' 


87-88 

70-71 

1983 

87-88 

(1) (2) 

(3) 

(4) 

(5) 

(6) 

(7) 


/*• 

<|0) 

(II) 

(12) 

1 Andhra Piadcsh 

.349.7 

357.7 

391.0 

398.3 

91.3 

86.2 

86.0 

99.1 

94.1 

95.6 

2 Assam 

.164.0 

3681 

338.6 

365.1 

116.7 

llt.l 

114.4 

98.8 

86.5 

82.5 

} Bihar 

368.5 

.366.9 

.381.9 

393.2 

112.3 

II3.I 

ltl.4 

107.8 

105.0 

101.5 

4 Gujarat 

387.5 

394.7 

421.5 

418.8 

101.9 

99.4 

106.3 

106.S 

108.3 

110.7 

5 Haryana 

371.4 

377.9 

.3817 

3909 

108.4 

102.3 

108.3 

96.2 

93.0 

90.6 

6 Himachal Pradesh 

378.9 

387.1 

373.0 

359.7 

108.4 

103.6 

nos 

89.4 

83.5 

82JI 

7 Jammu and Kashmir 

427 3 

429.5 

4.36 3 

430.1 

93.4 

102.4 

107.4 

78.5 

81.6 

84.5 

8 Karnataka 

366.9 

374.0 

412.0 

417.5 

95.8 

93.8 

94.6 

lOl.t 

99.2 

102.7 

9 Kerala 

400.9 

404.8 

409.1 

41.3 1 

117.0 

118.3 

126.3 

107.9 

113.0 

108.9 

10 Madhya Pradesh 

370.5 

379.9 

407.5 

412.0 

%5 

94.3 

96.3 

110.7 

109.0 

III.2 

II Maharashtra 

375.6 

378.3 

426.7 

420.9 

105.9 

104.6 

107.1 

106.4 

113.3 

112.0 

12 Manipur 

366.4 

367.6 

338.6 

365 1 

116.7 

II2.I 

115.1 

98.8 

86.5 

82.5 

13 Orissa 

384.0 

.381.9 

379.9 

3»6.0 

103.4 

lll.l 

106.9 

114.9 

116.8 

107.6 

14 Punjab 

383.4 

.387.5 

363.4 

368.1 

108.4 

103.9 

III.8 

96.8 

88.2 

86.7 

IS Rajasthan 

430.1 

436.7 

409.8 

412.9 

95.6 

97.1 

110.6 

102.7 

101.5 

103.8 

16 Tamil Nadu 

395.4 

399.1 

449.5 

449 7 

96.1 

107.1 

102.3 

95.0 

105.4 

105.3 

17 Tripura 

356.3 

366.6 

338.6 

365.1 

116.7 

109 7 

III.9 

98.8 

86.5 

82.S 

18 Uttar Pradesh 

402.1 

410.3 

3%.6 

394.2 

91.4 

93.9 

98.9 

97.9 

96.0 

95.8 

19 West Bengal 

341.6 

341.0 

364.1 

381.2 

124.8 

117.7 

114.7 

99.8 

90.0 

89.6 

20 Delhi 

382.6 

389.0 

393.6 

400.1 

108.4 

103.5 

III.6 

118.8 

109.8 

115.3 

21 All India 

371.5 

384.9 

405 5 

408.2 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 


ima 


&;onamic and Political Weekly iidy 6-13, 1991 



VMSifk mml nd aAtn popMlMiaiii n 
Mdlhtii. Rbt the itatewue mral end uitMn 
popiiittkmi, we hive uied the 1971 census 
estimtes for the yeir I970>71. the estiinites 
liven in Sarvekshana, Voi XI, No 4, Issue 
No 35. April 1988 (p S-222) for 1983 and 
the estimates given in Sarvekshana, 
S spi Bri be r 1990, Speori Nunibo; Statement I, 
(p 16) for 1987-88 

Overview of ail-India Evtimates 

At the all-lndta level, two alternative 
estimates of headcount ratio can be denved 
(i)an estimate based on the all-India poveny 
line and the all India sue distribution of 
PCTE, and (ii) the populatfon weighted 
average of state-speciric he^foount ratios 
using state-specific poverty lines and state 
specific size distributions of PCTE The 
estimate (i) can be shown to be equivalent 
to the population weighted average of state 
specific headcount ratios using a uniform 
all India poverty line for each of the states 
and state-specific size distributions of 
PCTE Consequently, the differcntc between 
estimates (i) and (ii) boils down to the use 
of a uniform poverty line across states in 
<i) and state speciiis price adjustment lac 
tors in (ii) As a short hand description, we 
call estimate (i) as the direct all India 
estimate and estimate (ii) as the estimate 
aggregated over 20 states or the weighted 
average estimate I hese tsyo estimates arc 
presented in columns (4) and (6) respectively 
in Tible 3 for three time points of 1970 7l 
1983 and 1987 88 and tor the lurat urban 
and combined (rural plus urban) popula 
lions, separately Between these two esti 
mates, the aggregated headcount ratio foi 
20 states (i c aggregaitd all India estimate 
or the weighted average estimate) is coneep 
tually superior as a repicseniative all India 
estimate This is so because it allows for 
state specific variations m priees relevant to 
the poor population'in each state 

Applying this weighted average headcount 
ratio to the alt India population we obtain 
the all India estimate (which wc call the 
allernaitve estimate) of the number ul th 
poor, which is presented in column (8) of 
Thble 3 IWo other estimates of the number 
of the pool are also given in Ihble 3 One 
of these, which appears in column (S) is 
derived by applying 'he direct all India 
estimate of the headcount ratio (in column 
4) to the all India estimates of population 
The other estimate, which is given in column 
(7), IS an aggregate of the numbers of the 
poor in 20 states considered in this study 
prefer the estimate given in column (8) 
to those in columns (S) and (7) because of 
the more comprehensive coverage in terms 
of population as well as due to the fact that 
state-specific price variations are lakeii inio 
account in its estimation 

Based on the aggregated results for 20 
states given in Tables 3 and 4 the following 
findings miy be noted Both at the ruraf and 
the urban sector level, the headcount ratio 
estimate aggregated for 20 states (column 6) 
IS higher than the direct estimate (column 


4). The Mme holds for the altmuittve (col 
umn 8) and the direct (column 3) estimates 
of the numbers of the poor CMiviously, the 
differences in the two estimates are attri 
butable to the different state-speafic poverty 
lines used in deriving the aggregated head 
count ratios m column (6) It is worth noting 
that substantial under-statement is involved— 
about 4 percentage points—in the direct 
estimate of headcount ratio in 1987 88 com 
pared to the aggregated estimate for all India 
rural This amounts to under-estimating the 
numbers of the rural poor by about 22 
million in 1987 88 in comparison with the 


use of the conceptually better, aggregated 
estimate of headhunt ratio 
A continuous decline in the headcount 
ratio in the three selected years, both u the 
rural and the urban areas, is indeed ap¬ 
parent Over twelve and a half yeara(penod 
I) between 1970 71 and 1983, rural head- 
count ratio declined by 8 percentage pointt 
(from 58 8 per cent to 50 8 per cent) and the 
urban ratio declined by 6 5 percentage points 
(from 46 2 to 39 7 per cent) In the next four 
and a half years (period II) between 19^3 
and 1987 88 the headcount ratio declined 
turthci b) 2 percentage points lor both the 


Tabu 2 Sisiiwisi Pocmis Iisisiok 1970 71 19S7 \ni> 198’’8S Kikm and Urban 

Pm l I AIKIN 

(Ks per Momh and pei 1‘eisim) 


SI Malt 


Rural 


Urban 


No 

70 71 

1981 

87 88 

70 71 1981 

87 88 

<l) (2) 

(3) 

(4) 

(M 

(6) (7) 

(8) 

1 Amlliri Pradesh (AP) 

10 IS 

80 11 

lOS 41 

18 69 104 69 

1S128 

2 Assam (\SM) 

18 n 

101 SO 

140 21 

ISS-I 96 21 

110 61 

1 Bihai (HIIk) 

17 06 

lOS 11 

l16Sf 

42 09 116 81 

16071 

4 (iu|int (till) 

1164 

92 61 

110 14 

41 S8 120 48 

I7S 2S 

^ H ns in 1 (tIKI) 

•y'v 

9S 27 

112 8S 

17 S6 101 46 

141 16 

6 Himitl il I'ndtsh (HP) 

15 I? 

96 49 

IIS SI 

14 90 92 89 

11019 

7 Jammu old k islimir (lAk) 

10 81 

US 17 

111 71 

10 6< 90 78 

1171 

8 kiiinlik 1 (kKM 

11 61 

8' r 

116 04 

1947 110 16 

i62 62 

9 ktrala (kl K) 

18 62 

110 21 

IS4 81 

42 12 I2S7I 

172 11 

10 M idhv 1 1 1 idesh (MP) 

11 86 

87 86 

118 06 

412; 12126 

176 11 

II Mahiiishiia (MHR) 

14 96 

97 4S 

HI 11 

41 S4 126 OS 

(77 2S 

12 M inipur (MNP) 

IS si 

04 41 

141 16 

18 S7 96 21 

11061 

n On SI (ORS) 

14 11 

101 M 

HI 04 

44 86 129 94 

roai 

It Ptiniib (P\H) 


%" 

11 14 

1179 98 )s 

117 11 

1^ R<iiasih in (R IN) 

11 ss 

90 S() 

HS68 

40 09 112 92 

164 11 

16 1 mill Nadu (1N) 

11 '4 

W 

I2S49 

r()9 117 26 

166 71 

r Iii|siiri (TRI’l 

IS Si 

10’ 18 

117 27 

18 S' %21 

11061 

18 1 II ir Pr idtsh (I P) 

10 |7 

K"’ 48 

121 10 

18 22 106 80 

|S| S8 

19 VStsi Hintal ») 

41 19 

109 69 

140 0 

18 96 1(8)12 

14186 

Ul I It Hu (Ilf 1 1 

V 1 

96 4S 

116 8S 

46 18 P2IS 

182 SS 

21 Ml Indir (Ml 

1101 

91 16 

12"'61 

19 04 ID'S 

1S8 11 

2' Rtl 11 t ruin in postils 






lull (iUi 11 1 

11 44 

V 12 

40 78 

41 29 IS 20 

1107 

\itu Rilitisi 1 in)t in positis II It (pti iinO itross sntis jrisin in lint 22 is |.isin hs IOO(Mi* 

PI Mm PI ) MPI vshtriMisPI 

iiiJ Mill PI dtnoiis suit spitilii miximiim and 

inininut n |sosirl> lints iis|i lotls i 

iiid MPI 

Iht ill India pot iris lint 


1 MU I 1 Hi Ml lit 'll Rmu SSlNtMIKI 

II PlMIK 

\ t 

sii sKisoN or Dirk 

1 Vi I India 

1 MIMSItS 

\ IH TlIXT 

\< 1 KICIMII) III! 

1 20 Si Ml s 


SI Sitm III 1 1 V 11 

I'litii 

Ml Indii 

1 stiniali Xegicjaltd 

Mtcrnalist 

No P( pul III n 

i siimait 


loi 20 Siaus 

All India 


(It id mill Nimibii lliidtoini Number 

(stimait ol 


Ratio 

st K>oi 

Riliii ot Pool 

Niimbti ol 


(PiiCtiiil (Million) (Kl t tnt) (Million) 

I’twi 






(Million) 

(1) I’l (1) 

(4) 

(M 


(6) (’) 

(8) 

' Rill 1 19'' 1 

s' n 

2S| 691 

S8's 2SS971 

2S7 940 

•> 1 ilsiii 19 I , 

4' 89 

SO 1168 

46 r 49 911 

SO 177 

1 Rill il II 1 i bin 19'(l i| 

ss OS 

101 'S9 

S6 2S 10S 904 

108 117 

4 Rill il 1981 

49 02 

’6 110 

SO 274 80S 

276 811 

1 ( ibm 1981 

IS 11 

6S% 

•3 

U '4 68 19! 

69177 

6 Riiijl ind 1 bai 1981 

46 46 

111 27 


48)1 141196 

146 010 

•' Rin il 1987 88 

44 88 

261 4SS 

4 69 281 261 

281664 

8 )ibin 1987 88 

16 S2 

74 962 

1' ■’6 76 S69 

77 496 

9 Itiiial md 11 bin 1987 88 

42 ■’(' 

116 417 

4S8S 1S7 810 

161 160 


Vr/( Itus iri t> 'cd on itu Phnnin), t omniission poveru lints ol monihls PCTl of 
Rs49(w inU Rs S6M lot ill India lur il and urban population rcspetliscival 1971 '’4piKes 
Sm/'t ( labl 
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ruml uid the urban populations. The com¬ 
bined (rural plus urban) headcount ratio 
registered a continuous decline from S6.3 
(1970-71) to 48.1 per cent (1983) and further 
to 4S.9 per cent in 1987-88. The compound 
unmial rate of decline in the headcount ratio 
■n period 11 (0.9 and l.l per cent for all-India 
rural and urban) was slightly lower than that 
in period i (1.2 per cent both for all-India 
rural and urban), with no significant dif¬ 
ferences across the rural-urban dimension. 

An interesting aspect of the movements 
in headcount ratio is the decline between 
1983 and 1987 -88. This is particularly strik¬ 
ing because 1987-88 was widely publicised 
as being severely affected by the so-called 
’worst drought’, and in previous experience, 
the headcount ratio had always tended to 
rise in years of bad agricultural harvests It 
would therefore be useful to comment on 
the possible reasons for this decline in 
1978-88, even though detailed analysis is not 
possible within the scope of the present 
paper. First, the year 1987-88 was nut mark¬ 
ed by a substantial production loss. The 
fbodgrains production in physical terms was 
reported to have declined from 143.42 
million tonnes in 1986-87 to 140.35 million 
tonnes in 1987-88 or a little over 2 per cent 
decline over the year previous to 1987-88. 
The index of foodgrains output (base tricn- 
nium ending 1969-70-^ 100) ^owed a slight¬ 
ly higher decline of 2 7 per cent over the 
previous year The index of production tor 
aon-foudgrains actually registered a nse ol 
a little over 3.5 per cent. Consequently, in¬ 
come losses due to drought might not have 
been very serious. Secondly, efforts were 
made to offset the possible income losses 
due to drought by stepping up special wage- 
employment programmes. On the top of 
this, the stability in food puces was main¬ 
tained through large releases of foodgrains 
in the public distribution system.^ This ex¬ 
planation IS also supported by the findings 
of the employment/unemployment survey 
of the NSS conducted in 1987-88, which 
showed a decline in the person-day rate of 
rural unemployment in 1987-88 compared 
to 1983.' 

In contrast to the movement in the head¬ 
count ratio, the absolute numbers of the 
poor increased continuously in both the 
rural and the urban sectors. The increase, 
based on column (8) of Table 3, was of the 
order of nearly 19 million in period 1 for 
both the rural and the urban population, in 
period II, the increase of over 8 million in 
the numbers of the urban poor was about 
1.3 million higher than the increase in the 
numbers of the rural poor. While the rate 
of population increase could not be offset 
by the rate of decline in the headcount ratio, 
the impact of population growth was consi¬ 
derably sharper for the urban population. 
The compound annual rate of growth of the 
rurti poor varied between O.S and 0.6 per 
cent, whereas for the urban poor it was as 
high as 2.5 to 2.6 per cent during both the 
periods. For the combined (rural plus 
urban) poor population, tin rate of growth 


was of the order of 0.9 per cent per atimun 
in the two periods under consideration. This 
may be compared with the compound annual 
rate of growth of total population of around 
2.2 per cent over the-same period. 

SiatlLfvei resuits 

State-speciric headcount ratios for 20 
stales are presented in Table 3 for the rural, 
urban and combined (rural plus urban) 
population . A casual examination of this 
table suggests a fair amount of inter-state 
variability every year and for different 
segments of the population. In analysing the 
patterns emerging from this table, we do not 
consider the rural and the urban segments 
of Manipur, T ripura and Delhi and confine 
our discussion in this section to the remain¬ 
ing seventeen major states.* The very small 
si/e of the population of Manipur, Tripura 
and Delhi (rural) compared to the remaining 
major states introduces an element of dis¬ 


continuity in terns of iIk which mbr dtnart 
the inferoioes about inter-itaie variabttity. 
Delhi (urban) has a iar^ population but its 
metropolitan city character makes it non- 
comparable to the urban populations of the 
other major states where metropolitan cities 
form only a part of the urban population 
and that too only in a few states. It would 
be more appropriate to compare Delhi 
(urban) with other metropolitan cities, such 
as Bombay, Calcutta and Madras. This 
comparison, however, is not possible in the 
absence of separate dau for other individual 
metropolitan cities. 

In analysing the statewise results, we ctm- 
sider the following three aspects. First, we 
present a summary picture in terms of the 
aggregated headcount ratios for 17 major 
states, and certain summary indicators of 
disparity in the headcount ratios across 17 
states. Next we consider the categories of 
the 17 states with reference to their poverty 


I Mil I 4 ( II \N(ii IN tiiL Numiii r (II P(X)R Ri Twt t N Plriuos 1970-71 tr> 1983 AND 1983 TO 
1987-88— Ai II RNAiivi Ai i India EcriMATrs 

iMUUotu) 


SI Segnicnl ol 

No I’opulanon 

Direct All India 
bsiimaie 

1 slimate Aggregated 
for 20 Stales 

Alternative All-indla 
Estimate 


1 

11 

1 

II 

1 

If 

(1) (2) 

(t) 

(4) 

(5) 

(6) 

(7) 

( 8 ) 

1 Ruial 

M6I9 

5 855 

18.837 

6.4S9 

18.893 

6.131 






(0.6) 

(0.3) 

2 Urban 

15 894 

9 000 

18 470 

8.177 

18.800 

8.319 






(2.6) 

(2.5) 

t Rurai and uiban 

11 SI.' 

3 145 

37.307 

14.632 

37 693 

15.150 






(0.9) 

(0.9) 


fsioir ‘1 (1) I and II lelci to the periods 1970-71 to 1983 and 1983 to 1987-88, respectively. 

(211 lyures within brackets refer to annual rate of increase in the number of poor over 
the periods I and II, respectively 
'ftuirie table t culumns (5), (7) and (8| 


lAiiifS SiAtiwisi Hr MHmiNi RaiI t'S IN 1970.71, 1983 AND 1987-88— Rurai Urban and 

ENtlRI- SlAII PoPDI ATION 


(Per cent) 


SI 


Stale 


Rural 


Urban 


Entire State 


No 

70-71 

1983 

87-88 

70-71 

1983 

87-88 

70-71 

l%3 

87-88 

(1) (2) 

(3) 

(41 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

1 Andhra Pradesh 

51.57 

34 92 

31 56 

4615 

35.48 


aO.52 

35.06 

33.80 

2 Assam 

50.16 

49 24 

53 08 

19.00 

21.02 

11.37 

47.59 

46.23 

48.34 

3 Bihar 

68 79 

70 44 

66.26 

54.25 

51.29 

56.70 

67.34 

67.93 

64.87 

4 Gujaiai 

57.76 

36 12 

41 5/ 

50.33 

37.34 

38.80 

55.67 

36.65 

40.65 

5 Haryana 

40.02 

24 01 

23 17 

34.55 

21.30 

18.25 

39.05 

23.38 

21.90 

6 Himachal Piadesh 

28.73 

22% 

24.75 

18.73 

7.05 

3.29 

28.03 

21.72 

23.02 

7 Jammu and Kashmir 

27.67 

29.25 

3311 

26 71 

11.76 

10.96 

27.49 

25.46 

28.04 

8 karnaiaka 

52.82 

40.26 

42.29 

47.01 

37.65 

45.03 

51.41 

39.47 

43Jg 

9 Kerala 

69.03 

47.20 

44.02 

62.42 

47.78 

44.47 

67.96 

47.32 

44.12 

to Madhya Piadcsh 

62.40 

34.05 

49.83 

58.37 

51.95 

46.03 

61.74 

53.60 

48.94 

II Maharashtra 

55.75 

54.04 

54.17 

40.08 

40.35 

35.64 

50.87 

49.11 

47.15 

12 Manipui 

72.87 

30.24 

20.24 

37.02 

13.38 

8.64 

68.15 

25.62 

16.86 

13 Orissa 

74.61 

65.05 

65.64 

52.23 

52.54 

44.49 

72.73 

63.49 

62.50 

14 Punjab 

28.65 

18.45 

21.02 

24.64 

21.58 

11.18 

27.70 

19.35 

17.97 

IS Raiasihan 

54.74 

42.00 

41.89 

46.00 

37.22 

41.50 

53.20 

40.95 

41.80 

16 Tamil Nadu 

66.45 

56.84 

51.30 

S6.I6 

45.14 

39.19 

63.33 

52.91 

47.08 

17 Iripura 

54.54 

44.29 

24.22 

21.35 

19.25 

12.65 

51.08 

41.51 

22.90 

18 Uttar Pradesh 

SI.36 

4978 

47.70 

53.81 

48.14 

41.87 

51.70 

49.47 

46.45 

19 West Bengal 

76.67 

65.87 

57.19 

33.07 

28.84 

30.63 

65.88 

55.92 

49J1 

20 Delhi 

13.79 

7.31 

6.14 

30.14 

27.45 

15.09 

28.46 

26.11 

14.60 

21 All India 

57.33 

49.02 

44.88 

45.89 

38.33 

36.52 

55.05 

46.46 

42.70 

22 20 Stales 

58.75 

50.77 

48.69 

46.17 

39.74 

37.76 

56.25 

48.11 

45.85 
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■Itevntion performance as judged by the 
kvel of the state specific headcount ratio in 
relation to that at the all-india level in each 
of the three years Thirdly, we attempt an 
exercise of ranking different states on the 
basis of their poverty alleviation peitor 
mance in terms of their annualised rates of 
change in the headcount ratio and the 
number of the poor over the two periods 
1970-71 to 1983 and 1983 to 1987-88 In this 
connection, we propose certain plausible 
criteria for ranking and indicate the rank 
order position of each state for the rural and 
the urban population separately 

Summary Pwiure of State-Spectfu 
Poverty Incidence (Headcount Ratio) 

Based on data relating to 17 major states 
for three different years in the 1970s and 
1980s for each segment of the population, 
Table 6 provides the following summary 
information 

(i) weighted average headcount ratio lor 
17 states taken together, 

(It) minimum and maximum values of the 
headcount ratio among the 17 states 
and 

(III) weighted coefficient of variation across 
17 states 

The following regularities can be perceis 
ed from 1 able 6 First, fur the rural popula 
lion, Punjab has the lowest headcount ratio 
and Bihar the highest in all the three years 
(with the exception of I970 7I when West 
Bengal featured in that position) Cnven the 
large weight of tht tural population Punjab 
and Bihar occupy the same extieme but op 
positc positions for the combined (rural plus 
urban) population ^^hlle the lowest head 
count latio in the urban areas is experienced 
bv Himachal l*radcsh in all the three years 
no single slate cunsisientlv appeals at the 
worst slot Similar to the situation noted 
above lor 20 states the weighted average 
headcount ratio lor 17 major states also 
shows a decline ovei the time periods cun 
sidered in this studs Inter state relalisr 
dispaniv in the headcount laiio as measured 
bs tht weighted coetficicnl ot sanation 
shows a slight tende*nes to rise lot the urban 
population over the three time points I oi 
the rural as well as the total (rural plus 
urban) populations, the inter state relative 
disparity shoots up in I9HT as compared to 
I970 7I betorc itgistenng a decline in 
I987 88 Notice that the weighted average 
rural oi urban he ideouni laiio fur 17 states 
(given in column 6 of I able 6) declined at 
the rate of I 15 per cent per annum (pepa) 
between 1970 71 and 1981 and 0 88 pepa 
between 1981 and 1987 88 (Tables 8 R and 
8 (I last line and columns 4 and 5) (uven 
this movement in the weighted avuage 
headcount ratio animnr/sr in the weighted 
coefficient of sanation simply reflects the 
fact that the decline in head count ratio was 
nut evenly shated bs all the stales especially 
lor the urban population loi the ruril 
population lelative iniei state disparities 


remained virtually unchanged when we 
compare the two end points of 1970 71 and 
1987-88 

We may also note some other broad 
regularities emerging from Table 5 which 
have been subsumed in the summary picture 
presented in Table 6 First, Assam (rural) 
and Bihar (urban ) had the unique but 
dubious distinction of registering a higher 
headcount ratio in 1987 88 in comparison 
with both 1970 71 and 1983 Similarly, the 
rural populations of five stales (Assam, 
Gujarat, Himachal Pradesh, Jammu and 
Kashmir and Punjab) and the urban popula 
tions of SIX other states (Andhra Pradesh, 
Bihar, Karnataka, Madhya Pradesh, Ra 
jasthan and W est Bengal) dtd not experience 
a decline in the incidence of poverty (head 
count ratio) between 1983 and 1987 88 

Categories of States on Baits of L evel 
of Headiount Ratio 

On tht basis of the /eve/of slate specific 
headcount ratios m each of the three years, 
we distinguish three categories of states 
namely 

C aiegorv A those stales having head 
count latio above all India level in all the 
three years 

Category B those states having head 
count ratio below all India level in all the 
three years 

C ategory T the staits excluding those in 
category A or B i e stales having fliieiua 
tions from year to year in the position ol 
their headcount ratio m comparison with Ihe 
all India level 

Tabic 7 provides the listing of stales in 
categories A B and F for the rural and 
urban populations F or each oi these cate 


gories and for each year, we abo provide 
additional information on 
(i) the weighted average headcount ratio 
for the category, 

(II) the numbers of the poor in the 
category, and 

(III) the percentage share of the category in 
the numbers of the poor in 17 states 
together 

It may be noted that eatery A turns out 
to be numerically the largest, with its share 
ranging between 46 and 48 per cent for the 
rural poor and between 49 and 31 per cent 
lor the urban poor population over the 
period from 1970-71 and 1987-88 The rural 
poor population in the three eastern sutes 
of Bihar, Onssa and West Bengal along with 
Madhya Pradesh and Tamil Nadu belong 
to this category The weighted average head- 
count ratio in these five states is 10 to 12 
percentage points above that for the 17 
stales together In the urban areas, six states 
(Bihar and Orissa in the east, Kerala and 
Tamil Nadu in the south along with Uttar 
Pradesh and Madhya Pradesh) belong to 
category A, with its weighted average head- 
count ratio exceeding that tor the 17 states 
together by six to 10 percentage points The 
absolute numbers of the poor in egory 
A increased over the three time points fot 
the urban population, whereas in the rural 
sector It iiKrcased between 1970-71 and 1983 
before registering a slight decline between 
1983 and 1987 88 

Category R was numerically the smallest, 
as one should expect In the rural segment. 
It included the north and north-western 
states ot Jammu and Kashmir, Punjab,. 
Haryana Himachal Pradesh and Rajasthan 
along with Andhra Pradesh and Karnataka 


Txiiiiti WiKM ihAvlkvi Mimmi si snd Msmmi si Hi six oi m Rsiir) xno Inii r Siail 
( iitliiii 11 V-,iii\ii )s urn iq'TO ■'I 1981 sNii 1987 88—Ri RSI Lrhssani) 
t usiiiiNi 1) Pom i mion 


{Per ant) 


SI 

Segnun* d 

year 

Aver, ge 

Minim iini 

Misimum 

tv 

No 

(1) 

I’opul IIIOI 
(2) 

t1) 

(4) 

(5) 

(6) 

(7) 

1 

Kuial 

Wit) 71 

SK 78 

27 7(J&K) 

76 7(1X B) 

18 66 


Kui il 

1981 

SO 86 

28 7(PNB) 

18 5(PNB) 

704{BHR) 

25 26 

1 

Rut il 

|9«-' 88 

48 88 

21 (KPNB) 

66 1(BHR) 

19 20 

4 

Utbati 

IJ70-'I 

46 78 

18 7(HP) 

62 4(KLR) 

21 Of 

S 

Hihit 

1981 

4011 

19 0 (ASM) 

7 KHP) 

52 5(ORS) 

2214 

b 

1 ibin 

WS’ 88 

18 78 

1 KHP) 

52 0 (MP) 

56 7(BHR) 

2415 

7 

( onibiiied 

197(11' 

16 44 

27 S(J&K) 

68 (KKER) 

17 29 

8 

C onibinid 

1981 

48 19 

Il 7(PNB) 

I9 4(PNB) 

67 KBHR) 
6-'9(BHR) 

23 48 

9 

( ombiikel 

1987 88 

46 12 

I8 0(PNB) 

64 9(BHR) 

2189 


tv<n\ (I) ((limin (4)piovi(jisa wt.it.hicdavcragc hcadcouni Dtioior 17 majoi stales excluding 
M inipiii I ipiira and Delhi IVcighls arc suit specific populalions 

('<) Moiiv sviili ilu stale esperieneini, minimum o- maximum hcadcouni latio, we also 
11 Hide ilk next si He in rank uheiieser it is wiiliin one peteeniagc point range ol 
ilk iiininiiim oi inaMimim 

(I) ( s iilei I > weighted eoellieieiil ut sanation ae OSS P majoi states Weights are the 
sill spec tie popul ilions 

( 4 ) 1(11 xplanaiiein id the dbiiviiiions used tor stale names see fable 2 
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in the south. Their group’s headcount ratio 
was iO to 16 percentage points below the 
average headcount ratio for 17 states. In 
the urban areas, this category included 
Jammu and Kashmir, Punjab, Haryana and 
Himachal Pradesh along with Assam and, 
inttrestingly, the eastern state of West 
lengal which happens to be in category A 
for the rural sector. The urban headcount 
ratio for this category B was 16 percentage 
points below the average headcount ratio 
for 17 states. 

The residual category F covered over one- 
third of the rural and two-fifths of the urban 
poor population. Among others, it included 
Uttar Pradesh and Maharashtra in the rural 
segment and Andhra Pradesh, Karnataka 
and Maharashtra in the urban segment. 

The group headcount ratio showed a 
decline in all the categories over the three 
time-points. 

Exercise in Ranking of Stales according 

to Poverty Alleviation Performance 

In this section, we attempt to rank dif¬ 
ferent states with reference to performance 
in poverty alleviation in terms of the com¬ 
pound annual rates of change in the head- 
count ratio (h) and/or in the numbers of 
poor (n) between 1970-71 and 1983 (period 
I) and 1983 and 1987-88 (period 11). We 
would like to caution the reader on two 
counts. First, h or n should not be mistaken 
for trend rates of change. This is because 
the incidence of poverty has been known to 
fluctuate from year to year depending on 
the state of agricultural harvest and these 
year-specific effects are confounded with 
’trend’ effects in the observed indicators of 
poverty incidence. Secondly, the ‘perfoi- 
mance’ of each stale, as measured by the 
observed rate of change, h or n, is also af¬ 
fected by factors beyond the control of each 
state as much as by those which it can con¬ 
trol. This (hstinction is necessary if the rank¬ 
ing is to be used for policy purposes, such 
as allocation of central funds for poverty 
alleviation. However, it is not possible to 
implement this distinction in practice and 
to decompose h or n into those factors 
which are beyond and those which are 
within the control of each state. Our exer¬ 
cise may therefore be taken to reflect only 
a descriptive monitoring of the observed 
performance of different states without any 
pretension of analysing the underlying 
causes. 

As regards the criteria for ranking, there 
is a wide set to choose fiom, and different 
combinations would not necessarily yield the 
same ranking. The ranking criteria that we 
have adopted are based on the principle of 
plausibility and simplicity in interpretation 
and consist of a sequence of steps with a 
criterion specified at each stage. 

Step I: Since we have two periods I and 
II, we first classify the states into three 
broad categories, namely, 

(A) those states which managed to reduce 
the headcount ratio in both the peiiods 


(B) those states which experienced a rise in 
headcount ratio in period I followed by a 
decline in period II or vice versa. 

(C) those states which experienced a rise in 
the headcount ratio in both the periods. 

C learly, category (A) is preferred to (B) 
and category (B) preferred to (C). 

Step 2: Within category (A), we may 
dtslinguish two groups in order of prefer¬ 
ence, namely, 

A(i); those states which managed to reduce 
the absolute numbers of the poor in both 
the periods. 

A(ii): those states which did not manage to 
reduce the absolute numbers of the poor in 
both the periods. 

Similarly category (B) may be sub-divided 
into two groups in order of preference, 
namely, 

B(i); those states where increase in head- 
count ratio in period I is followed by a 
decline in period 11, 

B(ii); those states where the decline in the 
headcount ratio in period I is followed by 
an increase in period 11. 

Step 3: Wfthin A(i) and A(ii) we adopt 
the following criteria for further sub-group¬ 
ing, again in order of preference: 

I,: rate of decline in the headcount ratio in 
peiiod II is higher than in period I, 

I,: rate of decline in the headcount ratio is 
higher in period I than in period 11. 

Step 4: Within each of the sub-groups 
form^ by following the thiee steps outlinc*d 
above, we rank the states in ascending order 
of the rate of growth of numbers of the pooi 
in period II This criterion gives the enure 
weight III ranking to the performance in 
poverty alleviation in the latest period. It 
takes into account not only the movement 
in the headcount ratio but also the impact 
of the sialc-spccific population growth on 
the numbers of the poor over period If 

The foregoing sequence of four steps, 
u.sing a plausible criterion at each step, pro¬ 
vides us with the unique tanking of the 
stales with reference to the obseived perfor¬ 
mance in terms of the rate of poveriy 
alleviation over the two periods. We admit 
that it may be possible to devise alternative 
criteria for ranking. Howevei, we have 
made explicit our own basis of evaluation 
and ranked the states accordingly Seven¬ 
teen states, so ranked, ate listed in Table 8.R, 
for the rural population, and in Table 8 U, 
for the urban population. 

In the rural sector, two reasonably big 
states of Andhra Pradesh and Kerala 
managed to reduce both the headcount latio 
and the number of poor in both the periods 
Consequently, their share m the poor popu¬ 
lation for 17 states together declined from 
nearly 12 per cent in 1970-71 to about 8.5 
per cent in 1987 88. Six states—West 
Bengal, Tamil Nadu, Madhya Pradesh, 
Uttar Pradesh, Haryana and Rajasthan, in 
that order—accounting for nearly half the 
rural poor population for 17 states together 
in the three years, experienced a decline in 
the headcount ratio in both the periods but 
the decline was not sufficient in relation to 


population growth, therefotn ihny #1 
manage to reduce the numbers of the poor 
in both the periods. Noteworthy within this 
group are West Bengai, Tamil Nadu and 
Madhya Pradesh, where the absolute 
numbers of the poor got reduced in the se¬ 
cond period. At the worst end is the state 
of Jammu and Kashmir, where the head- 
count ratio increased in both the periods. 
Next to«lammu and Kashmir are Gujarat 
and the agriculturally prosperous Punjab, 
where the decline in the headcount ratio in 
period I was followed by an increase in the 
headcount ratio in period II, as a result of 
which the absolute numbers of the poor 
increased in period 11 at the compound an¬ 
nual rate of 4.5 per cent (Gujarat) and 4 per 
cent (Punjab).^ Fortunately, these three 
stales accounted for less than five per cent 
of the total poor population for 17 states 
together in 1983 and 1987-88. 

In the urban segment, only the small state 
of Himachal Pradesh experienced a decline 
in both the headcount ratio and the numbers 
ol the poor. Numerically, the most domi¬ 
nant group consisted of seven states (in¬ 
cluding Uttar Pradesh, Madhya Pradesh 
and Kerala) where there was a decline in the 
headcount ratio iii both the periods. Their 
combined share in the total number of 
urban pool for 17 states together declined 
from nearly 44 per cent in 1970-71 to 39 per 
cent in 1987-88 The second largest category 
of SIX states experienced a decline in the 
headcount ratio in period I, followed by a 
sleep use in period II. Combined with popu¬ 
lation growth, this led to very high com¬ 
pound annual rates of growth of the urban 
poor in pciiod II, varying between 8.1 per 
cent in Karnataka (at the worst end) to 3.8 
piei cent in (lujarai. Apart from the.se two 
extreme cases, other states in this category 
included West Bengal, Andhra Pradesh, 
Bihar and Rajasthan. The share of this 
category in (he uibari potit for 17 states 
together increased from about 41 per cent 
(1970-71) and 39 per cent (1983) to nearly 
4S per cent in 1987-88 The highly urbanised 
state ol Maharashtta was in the middle 
(rank 10) of the ranking ol the states. 

I.ooking at both the lural and the 
urban segments simultaneously, we observe 
I hat Madhya Pradesh has the same rank 
(number S from the top) in both the rank¬ 
ings. Tamil Nadu and Uttar Pradesh have 
also done well in both the segments with 
reference to the rate of poverty alleviation. 
Maharashtra and Orissa arc in the middle. 
No state is consistently at the worst-end in 
terms of the rate of poveriy alleviation. Kar¬ 
nataka and Gujarat are in the bottom half, 
the former occupying the lowest rank in (he 
uiban sector and (he latter state being $e- 
(. nd from the bottom in the rural segment. 

IV 

Offirial KHtimatos of Poverty 
Incidence in ]980 h: A Comparinon 

Official estimates of the headcount ratio 
are periodically released by the Planning 
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camimuHNi. ror m ym l9«7-«8, olTicial 
eKinurtes reletsed recently in tei^ to 
a question in parliament Table 9 presmts 
a comparison of the appropriatdy com¬ 
puted estimates of the headcount ratio at the 
alt India level with those reported by the 
Planmng Commission, as well as those com¬ 
puted by us using the Planning Commission 
procedures for 1983 and 1987-88 (Notice 
that our estimates are based on the uniform 
poverty line (as those of the Planning Com¬ 
mission) but using the conceptually more 
appropriate price-adjustment as discussed 
in Section II •) The Planning Commission’s 
estimates use (a) the implicit deflator of 
private final consumer expenditure (PFC C) 
for adjusting the poverty line for price 
changes between the price-base of the pover 
ty line and the current year, and (b) the pro 
nta adjustment factor to adjust foi the 
differences between the National Account 
Statistics (NAS)-based PFCE and the NSS- 
based aggregate household consumei cxpen 
diture (AHCE) Relative sire disinbution of 
per capita total expenditure (PC7E) from 
NSS IS used along with adjustments (a) and 
(b) to denve the official estimates of the 
headcount ratio 

A comparison of lines 1(a) and 2(a) in 
Table 9 indicates that our estimates of head 
count ratio are nine to 10 percentage points 
higher than those of the Planning Commis 
Sion for the year 1983 The dilfcrcnces arc 
much wider tor 1987 88, namel), 12 percen 
tage points for the rural population and as 
high as 17 percentage points tot tlic urban 
population 1 hese differences can be traced 
to the two adjustments (a) and (b) mention 
ed in the last paragraph The implicit 


deflator of PPCE used in (a) ignores rural- 
urban price differentials as well as rates of 
price changes faced by the rural and the 
urban population It has also been shown 
that the implicit deflator of PFCE tends to 
understate* the actual price nse, which, on 
the other hand, is better captured in our 
conceptually appropriate consumer price in¬ 
dex for the middle-range of tlw population 
The Planmng Commission procure leads 
to an understatement of the poverty line and 
hence of the headcount ratio However, a 
quantitatively much more significant source 
of difference lies in the use of pro rata 
adjustment b> the Planning Commission 
and this adjustment factor for 1987 88 
comes to about I 27^ (see Appendix) In 
other words, for 1987 88, the PCTE of each 
fractile group is increased by 27 3 per cent 
before applying the underestimated poverty 
line to the observed sire distribution of NSS 
It should be obvious that this would bring 
about a massive (but artificial) reduction in 
the headcount ratio 
We tried to verify, for the year 1987 88 
the estimates reported by the Planning C om 
mission, using the Planning Commission s 
procedure and the latest available data 
sources We present the details of these 
estimates in the Appendix Our replication 
of the Planmng Commission's procedure 
yielded the estimates of headcount ratios 
which turned out to be lower than those of 
ficially reported (compare lines 2(b) and 
3(b)i Wrc art unable to trace the sources of 
these differences on the basis of available 
information However, our calculations 
bring out clcarlv the massive diflercricc 
made bv the pro rata adjustment factor A 


comparison of lines 3(b) and 4(b) show 
that, in the absence pf pro raia adjustmen 
factor, the headcount ratio would have bcei 
as high as 51 per cent instead of 29 per ceit 
for the rural population and 33 S per cen 
instead of I7.S per cent for the urba 
population in 1987-88 

This procedure, and especiallv the pr 
rata adjustment factor, has been criticali 
discussed in a number of recent papers A 
early as 1987, a scrutiny of this procedur 
pointed to the questionable nature of thi 
pro rata adjustment in the light of wide! 
differential distributional aspects of cor 
sumer behaviour on the composition of th 
consumer basket (Minhas et al (1987), p 46 
A later paper [Minhas(l988)] undertook 
detailed cross validation exercise for cntica 
ly assessing the different sources of discrt 
pancies between NSS and NAS estimates c 
consumer expenditure at a detailed disaggrt 
gated level for 1972 73 and 1977 78 Thi 
exercise was extended to 1983 in vet anothe 
paper [Minhas and kansal (1989)] Fhes 
papers have been in the public domain fc 
some years and cleat l> indicaic noi only ih 
questionable nature of pro rata adjustmer 
ol the observed si/c distribution of cor 
sumer expenditure by the Plaimiiig ( om 
mission but also tavour the- he‘ad <> int ratr 
estimates based on the NSS data withov 
any adjustment Even when adjusimeii 
might be warranted for achieving consister 
cy between NSS and NAS estimates of cor 
sumer expenditure a case could be made fc 
Kern group spccitic adjiisimenls (rather iha, 
the pro rata) which could take into accoufl 
the results of the aforementioned exercises 
However, the Planning C ommission has nc 
bothered to learn from them and has beei 
men ily using i he same old analytically am 
empiricallv questionable methods leadin 
to genciation of niisinlorniation abou 
country s progress on the poverty allevia 
tion itonl 1 he massivt reduction in the in 
cidcncc ol povertv between I983 ant 
I987 88. as reported bv the Planmng Com 
mission IS a consequence of Ihc pccufta 
sidlisiical aitefacts used bv it Av against Ih 
Plahning C oniniission s csiimalc whici 
would have us hehcvi that ihe incidence o 
rural (urban) poverty in I987 88 has lallei 
to 32 7 per cent (I9 4 per cent), the estunati 
with appropiiatc price adjiisimcni at all In 
dia level would be around 44 9 per cent fo 
ruial and 36 S per cent tor urban India 

( onciudinj; Remarks 

Alter constructing apptopriaic cost of liv 
ing mdiLCv (lor the middle langc of popula 
lion) which allow foi the observed variatum 
in consumption pallet ns and prices o 
various goods and services across differen 
stales, the siate specific rural and urba: 
povcriv norms as well as estimates of tb 
incidence of poverty in the rural and urba 
segments of 20 staies/union territories i 
I987-88 have been presented in this papei 
1 he following lesults which emerge from th 
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3 
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(14 8) 
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234 473 
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(48 8) 

(50 6) 
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24 89 
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' 164 



J&K,PNB,WB 
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(101) 

(9S) 
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F 

AP,CjJT,KRN, 

44 RU 

18 03 

19 19 

19 186 

2t 032 
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MHR,RJN 




(39 8) 

(39 2) 

(41 8) 
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17 States together 

46 78 

40 11 

r 

X 

48 74 

66 53' 

73 123 






(KXK') 

(1000) 

(1000) 


Votes (1) Figures wiihin brackets refer 10 caicgoiv pccitic pcicuiiai,t share in total poor popula 
non ol 17 slates together in a given ycai 

(2) tor explanation of the abbrcviaiionv used lor vine names set table 2 

(3) For explanation ol laicgoncs \,B and I set iivi in Section III 

(4) Headcount ratios in columns (4). (S) and (6) iic obiaincd as weighted avci ij-c ol 
those ol the states belonging to the category wnh m lie >peeifie populations is ihe 
weights 
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[( CMqMnttveaMtysitofallolBdiaaadstue- 
S Ijpecifk poverty inckieDceMd the numbers 
' of the poor in 1970-71,1983 and 1987-88. 

8fv worth noting: 

(I)' In comparison with the conccptuaily 
better estimate obtained through aggre¬ 
gation over the states, the so-called 
direct estimate of the Iwadcount ratio 
for rural India in 1987-88 turned out to 
be an underestimate by about four per¬ 
centage points, implying an underesti¬ 
mation of the numben of the rural poor 
by about 22 million. Changes in the 
numbers of the poor (CNP) over period 
(1970-71 to 1983), based on the direct 
all-India estimates, were underestimated 
by about three million in each of the two 
sectors (rural and urban) in comparison 
with the corresponding aggr^ted esti¬ 
mates. Over the next period (1983 to 
1987-88), tiK direct estimates of CNP 
were lower by about I2.S million in the • 


rural sector, but higticr by about one 
million in the urban sector than thOK 
obtained from the aggregate estimates. 

(2) Based on the aggregated estimates, 
which are preferable, the incidence of 
poverty in rural India declined from 
58.8 per cent in 1970-71 to 50.8 per cent 
in 1983 and 48.7 per cent/in 1987-88. In 
the urban sector, the Responding 
decline in poverty incidem was from 
46.2 per cent (1970-71) to 39.7 per cent 
(1983) and to 37.8 per cent (1987-88). 
For rural and urban India taken toge¬ 
ther, the incidence of poverty declined 
frrnn 56.3 per cent in 1970-71 to 48.1 
per cent in 1983 and further to 45.9 per 
cent in 1987-88. To put it differently, 
the annualised rate of decline in rural 
poverty incidence in India as a whole 
was steeper between 1970-71 and 1983 
(1.2 per cent) than in the later period 
from 1983 to 1987-88 (0.9 per cent). In 


the urban sector, thecorrtsffaadhit Ml 
of decline was about 1.1 to 1.2peroeg 
per annum during both the periods. 

(3) Hie absolute numbers of the rural poo 
(in million), on the other hand, roe 
from 237.9 (1970-71) to 276.8 (1913 
and funher to 283.7 million (191^-88) 
In urban India, the numbers of the poo 
rote from 50.4 (1970-71) to 69.2 (1983 
and 77.S milUon (1987-88). 

(4) For the Indian union as a whole, thi 
population in poverty grew from 308.i 
million in 1970-71 to 346.0 million ii 
1983 and to 361.2 mUlion in 1987-88. In 
cidentally, the total population of Indu 
was about 361 million in 1951, wheren 
the population of the poor alone was ex 
actly of the same magnitude in 1987-88 
The annualised rate of growth of th< 
rural population afflicted with povert] 
was around 0.5 to 0.6 per cent tetweei 
1970-71 and 1983 as well as betweei 
1983 and 1987-88. In sharp contrast, th< 
corresponding rate of growth of urbac 
population in poverty was about 2.3 tc 
2.6 per cent between 1970-71 anc 
1987-88. For India as a whole, thi 
population of the poor grew at an an 
nual rate of about 0.9 per cent betweer 
1970-71 and 1987-88. which may bt 
compared with the overall growth rati 
of the general population of around 2.i 
per cent since 1971. 

(5) In view of the very small size of the 
population ol Manipui, Tripura and 
Delhi (rural), out discussion of state- 
specific results is better confined to the 
remaining 17 major states. Among these 
17 states, the incidence of rural poverty 
in Punjab was consistently the lowest in 
the three years, being 28.7 per cent 
(1970-71), I8.S per cent (1983) and 21.0 
per cent(I987-88), whereas rural Bihar 
occupied the opposite pole in 1983 (70.4 
per cent) and 1987-88 (66.3 per cent) and 
West Bengal in 1970-71 (76.7 percent). 
One nevertheless must note that rural 
Punjab ranked very low in terms of its 
performance in poverty alleviation, as 
both the headcount ratio as well as the 
numbers of the rural poor rose between 
1983 and 1987-88. In the urban sector, 
the lowest headcount ratio was observed 
for Himachal Pradesh in all the three 
years and no single slate, on the other 
hand, occupied the worst position 
(highest incidence of poverty) con- 
Msiently in all the three years. Since the 
weight of the rural sector in each of the 
major states is very large, Punjab and 
Bihar occupied the same extreme but 
opposite positions in regard to poverty 
incidence at the entire state level in all 
the three years, 1970-71, 1983 and 
1987-88. 

(6) Rural sector of Assam and the urban 
sector of Bihar had the uniqtM but 
dubious distinction of registering in¬ 
crease in poverty incidence in 1987-88 
in relation to their level of poverty in¬ 
cidence experienced in 1970-71 as well 
as 1983. 


Table 8.R: Ranking of States in Terms of Povekty Alleviation PLRFORMANCt, Annual Rates 
OF Growth of Headcount Ratio (h) and Numbers m tht Poor (n) during 
Periods I and II— Rural Population 


Cate- 

Rank Stale 

h({yr Cent) 

n(Per Cent) 

Numbers of Poor 

(million) 

gory 

(1) 

(2) (3) 

1 

(4) 

It 

(5) 

1 

(6) 

11 

(7) 

1970-71 

(8) 

1983 

(9) 

1987-88 

(10) 

A(l) 

1 AP 

-3.1 

-2.2 

-1.6 

-1.0 

18.101 

(7.11) 

14.783 

(5.40) 

14.115 

(5.03) 

A(i) 

2 KER 

-3.0 

-1.5 

-1.6 

-0.2 

12.343 

(4.85) 

10.097 

(3.69) 

9.991 

(3.56) 

A(ii) 

3 WB 

-1.2 

-3.1 

0.6 

-1.5 

25.566 

(10.1) 

27.513 

(10.1) 

25.688 

(9.16) 

m 

4 TN 

-1.2 

-2.3 

0.0 

-1.1 

19.093 

(7.50) 

18.988 

(6.94) 

18.028 

(6.43) 

A(ii) 

5 MP 

-1.1 

-1.8 

0.6 

-0.4 

21.757 

(8.55) 

23.339 

(8.53) 

22.970 

(8.19) 

A(H) 

6 UP 

•0.3 

-0.9 

1.5 

0.5 

39.010 

(15.3) 

46.875 

(17.1) 

47.845 

(17.1) 

A(il) 

7 HRY 

-4.0 

-0.8 

-2.1 

0.9 

3.307 

(1.30) 

2.543 

(0.93) 

2.649 

(0.95) 

A(ii) 

8 RJN 

-2.1 

-0.1 

-0.2 

2.0 

11.617 

(4.57) 

11.956 

(4.37) 

13.098 

(4.67) 

8(i) 

9 BHR 

0.2 

-1.3 

2.0 

0.4 

34.891 

(13.7) 

44.944 

(16.4) 

45.790 

(16.3) 

B(ii) 

10 ORS 

-1.1 

0.2 

0.5 

0.9 

14 997 
(5.89) 

15.981 

(5.84) 

16.638 

(5.93) 

B(ii) 

II MHR 

■0.2 

0.1 

1.3 

1.3 

19.347 

(7.60) 

22.805 

(8.34) 

24.128 

(8.60) 

B(ii) 

12 KRN 

-2.2 

l.l 

-0.5 

2.3 

11.715 

(4.60) 

10.981 

(4.01) 

12.179 

(4.34) 

B(ii) 

13 HP 

-1.8 

1.7 

0.2 

3.4 

0.925 

(0.36) 

0.947 

(0.35) 

1.103 

(040) 

B(ii) 

14 ASM 

-0.2 

1.7 

2.6 

3.9 

6.716 

(2.64) 

9.237 

(3.38) 

10 953 
(3.91) 

B(U) 

IS PNB 

-3.5 

2.9 

-2.0 

4.0 

2.961 

(1.16) 

2.311 

(0.84) 

2.752 

(0.98) 

B(ii) 

16 GJT 

-3.6 

3.0 

-1.8 

4.5 

11.089 

(4.36) 

8.842 

(3.23) 

10.771 

(3.82) 

C 

17 JAK 

0.4 

2.8 

2.7 

4.7 

1.040 

(0.42) 

1.442 

(0.53) 

1.776 

(064) 

17 Stales together 

-1.2 

-0.9 

0.6 

0.6 

254.475 

(100.0) 

273.584 

(100.0) 

280.47'4 

(100.0) 


Nofer. (I) I and II refer to periods 1970-71 to 1983 and 1983 to 1987-88. 

(2) Figures within brackets refer to percentage share of a slate in the total poor popula¬ 
tion of 17 states together in a given year. 

(3) For explanation of the abbreviations used for state names, see Table 2. 

(4) Column (1) refer to the .state-specific category assigned while ranking the 17 .stales 
Sourer. Ihble 3. 
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(7) AnONg^tiw 17 ittfes. Tunil Nidu, 
Madhya Pradesh and UtUff Pradesh ex¬ 
perienced higher annualised rates of 


decline in poverty inadence m period ll 
(1983 to 1987-88) thwi in period I (1970- 
T'l to 1983) both in the rural as well as 


Taiue8U RanmngoiSTAU siNTtHMSotPovtarvAmviAiKwPiRumMANti, Annuai Rates 
OF Growth of Hi aw ount Ratio (h) and Numbi rs oi thi Pwir (n) diirino 
Periods I and II— Urban Popui afion 


Cate 

Rank Slate 

h(Per Cent) 

n(Per Cent) 

Numbers of Poor (Million) 

gory 


1 

11 

1 

II 

1970 71 

1983 

1987 88 

(1) 

(2) (3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

A(i) 

1 HP 

75 

15 6 

48 

13 3 

0045 

0024 

0013 







(009) 

(004) 

»002) 

A(ii) 

2 PNB 

11 

13 6 

26 

106 

0792 

1090 

0658 







(162) 

(164) 

(0 87) 

A(ii) 

3 TN 

17 

3 1 

07 

08 

7001 

7 629 

7 369 







(14 4) 

(115) 

(9 78) 

A(ii) 

4 UP 

-09 

3 1 

38 

16 

6663 

10 669 

11479 







(13 7) 

(160) 

(15 2) 

A(ii) 

S MP 

09 

27 

35 

17 

3960 

6 088 

6 560 







(8 12) 

(913) 

(8 71) 

A|ii) 

6 HRY 

38 

34 

08 

14 

0613 

0 676 

0720 







(126) 

(102) 

(0 96) 

A(ii) 

7 KFR 

21 

16 

1 I 

1 7 

2 164 

2 461 

2 649 







(4 44) 

(3 70) 

(3 52) 

A|ii) 

8 J&K 

64 

16 

28 

1 9 

0 229 

0160 

0173 







(0 47) 

(0 24) 

(0 23) 

B(i) 

9 ASM 

08 

12 8 

34 

94 

0 243 

0 470 

0 301 







(0 30) 

(0 71) 

(0 40) 

B(i) 

to MHR 

01 

27 

34 

0 3 

6 297 

9 372 

9 680 







(12 9) 

(14 4) 

(12 9) 

B(i) 

II ORS 

00 

36 

33 

14 

0964 

1 843 

1 966 







(198) 

(2 77) 

(2 61) 

B(ii) 

12 (.jr 

24 

0 9 

10 

38 

3 773 

4 249 

3 029 







(7 74) 

(6 39) 

(6 68) 

B(ii) 

13 WB 

1 1 

1 3 

1 6 

4 1 

3 627 

4 426 

3 297 







(7 44) 

(6 63) 

(7 03) 

Bdi) 

14 AP 

21 

27 

1 8 

63 

3 878 

4 830 

6 416 







(7 96) 

(7 26) 

(8 32) 

Bill) 

13 BHR 

04 

23 

39 

68 

3 036 

4 949 

6 663 







(6 27) 

(7 44) 

(8 84) 

B(ii) 

16 RJN 

1 7 

24 

29 

“• 2 

2 090 

2 980 

ao'-t 







(4 29) 

(4 48) 

(3 41) 

Bln) 

17 KRN 

1 8 

4 1 

22 

8 1 

3 348 

4 42L 

6 277 







(6 87 

6 64 

8 33) 

17 Slates together 

1 2 

0 9 

2 3 

28 

48 747 

66 337 

■»3 323 







(100 0) 

(1000) 

(100 0) 


Notes and sounes Sams as that ol labk 8 R 


Tabu 9 Aii India tsiisiAiistii Povmu iNtimsi i (HCR) ()i r Isiimstissirsis 
nil Pi ANNiNt Commission 


SI 

No 

Description ol Hcadioiini Ratio 
Istimation Pioccdurc 

Year 

Run) 

Urhin 

C ombincd 
Rural and 
Urban 

(1) 

(2) 


(3) 

(4) 

(3)_ 

(6) 

1 

HC R based on appropriate 

(a) 

1983 

49 O’ 

38 33 

4^46 


price adjustment 

(b) 

1987 88 

44 88 

36 32 

42 70 

2 

HCR as officially reported 

(a) 

(b» 

1983 84 

1987 88 

40 40 

32 70 

28 10 

19 40 

37 40 

29 20 

3 

HC R using official price 
adjustment and pro rata 

(a) 

1983 

40 30 

26 70 

37 10 


adjustment lacior 

(b) 

1987 88 

29 33 

17 37 

26 27 

4 

HCR using official price 
adjustment but without 

(a) 

1983 

36 30 

42 30 

3300 


pro rata adjustment lactoi 

(b) 

1987 88 

31(8) 

33 47 

4643 


Sources I For lines 1(a) and 1(b). Table 3 in this paper 

2 For lines 2{a) and 2(b). Table 34 in 'setetied Stuto Honomte Indiiaiors for Indio 
(1990), Central Staiisiital Organisation New Delhi 

3 For lines 3(a) and 4(a) lable 9 in Minhas cl al (1987) 

4 For lines 3(b) and 4(b), Appendix in this papei 


urban sector 

(8) In the rural sector, the highest annudUs- 
ed rate of decline m poverty incidence 
was registered by Haryana (40 per cent) 
over period I and by West Bengal (3.1 
per tent) over period II In the urban 
sector, the highest rate of decline was 
experienced by Himachal Pradesh both 
in period i (7 S per cent) and penod IJ 
(IS 6 per cent) In the second penod, 
Punjab also registered an equally steep 
decline (13 6 per cent) in urban pover¬ 
ty At the entire state level (rural plus 
urban), Haryana (4 0 per cent) recorded 
the highest annua) rate of decline in 
poverty incidence during period I, 
whereas in period 11, Tamil Nadu (2 6 
per cent) and West Bengal (2 S per cent) 
registered the highest rates of decline 
among the 17 states 

(9) Returning to the ranking of 17 states in 
terms of poverty alleviation perfor¬ 
mance, Andhra Pradesh and Kerala 
were the onlv two states which matured 
to reduce both the headcount ratio as 
well as the numbers of the poor con 
sistently in both the periods in the rural 
sector, and thus secured the '^irst and 
second ranks respectively In me urban 
sector It was only the state of Himachal 
Pradesh where both the headcount ratio 
and the numbers ot the poor declined 
in both periods 

Finally we must note that there is no 
basis, either in theory or known facts, to 
carry out a pro rala adjustment in the 
observed size distribution of consumer ex 
penditure in a jiarticular NSS round by 
multiplying it with a scalar derived from the 
ratio between the National Accounts esti¬ 
mate of aggregate consumfition for the 
neatest tinancial year and the total NSS con 
sumer expenditure available from the parti 
cular round of household budget survey In 
spite of the weight of a substantial amount 
of scientific research to the contrary, the 
Planning Commission has continued to in¬ 
dulge in mindless tinkering with the NSS size 
distribution of consumer expenditure lor 
1987 88 also just as it did for 1983 The 
massive redui tion in the incidence of pover¬ 
ty between 1983 and 1987 88, as reported 
by the Planning Commission in 1990, is 
largely a consequence of the peculiar 
statistical artel acts used by it and the extent 
of real reduction in poverty incidence is in¬ 
deed lather small Appropriately computed 
incidence of poverty in 1987-88 (affecting 
appropriate price adjustment only at the all- 
Indta level comes to about 44 8 and 36.S pa 
cent, respectively in rural and urban India, 
rather than 32 7 and 19 4 per cent reported 
by the Planning Commission However, ac¬ 
cording to our preferred aggregated 
all India estimates (which allow for state- 
spccilic variation in prices relevant tc 
(he poor population in each state), the in¬ 
cidence of poverty in 1987-88 comes to 
about 48 7 and 37 8 per cent for all-Indis 
rural and urban, respectively 
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Appendix 

EsTiMATts OF Headcount Ratios at 
THE Ai I -India Levei using the 

Planning Commission Procedure 

Phn^mg Commission procedure Tor the 
estimation of the headcount ratio involves 

(a) price-adjustment to the poverty line 
(orgmally estimated at 1973-74 prices) based 
on the implicit deflator for Aggregate 
Private Final Consumer Expenditure 
(PFCE) in the domestic market, and 

(b) pro nta adjustment in vihe si/e 
disinbution of PCTE for the difference bet 
ween the National Accounts-based estimate 
of PCFE and the NSS-based estimate ot Ag 
gregate Household Consumer Expenditure 
(AHCE) 

As regards (a), we have the following 
estimates of PFCE (Rs crore) at current and 
constant (1980-81) prices from the National 
Accounts Statistics (NAS) 


Vbar 

PFCt at 

Pfi F at 


Current Prices 

Constani Prices 

1973 74 

46638 

75614 

1987-88 

223629 

135320 


The estimates for 1987-88 are the latest 
revised ones made available by CSO Using 
the above information, the price- adjust 
mem factor for 1987 88 (with 1973-74= 100) 
works out to be 268 06 

As regards (b), we have the following in 
formation for 1987 88 Average PCTE for 
alMndia rural and urban population is 
Rs 158 10 and 249 93 per month respective 
ly (Source NSS Dntft Report No 372, p 17) 
Population weights derived from Sarvek 
shtttu (September 1990) p 16 are 0 739S 
(rural) and 0 2605 (urban) for 1987-88 with 
approximately 788 million of aggregate 
population Since the NSS estimate is for 
30 days, we use the factor of 12 167 
(= 365/30) for deriving the annual estimate 
of AHCE Usmg the foregoing information, 
NSS-based estimate of AHCE works out to 


be Rs 174509 crore. The required pro rata 
adjustment factor for )987-88. therefore, 
will be (PFCE based on NAS)/(AHCE bas¬ 
ed on NSS) = 223629/174509 * i 275 
The alternative headcount ratios (in per 
cent) for 1987-88, based on the foregoing 
information of (a) and (b) and NSS based 
size-distribution (given in NSS Draft Report 
No 372/, are as follows 


SI HCK Lsiimaiion Rural Urban 
No Procrduic 


1 Using the price 
adjustment lacior (a) 
and prti rata adjust mcni 

factor (b) 2V 13 17 S7 

2 Using only the price 
adjusimeni factor (a) but 
mu fni rata 

adiusinieni lactoi (b) SI 00 3347 


Nolfh 

1 Ihc rationale lor the choice of middle Irac 
tiles ot population as the relevani group, 
whose cost of living should be used in up 
dating the poverty norms, is discussed in 
Mmhas ei al (1987) 

2 For details, see Planning Commission (1979) 

3 At the state and all India levels, the si/r 
distributions of PC TF in the years 1970 71 
1983 and 1987 88 are taken from the respei 
tive sources NSS Report No 231, 
Sarvekshana, Vol IX, No 4, April 1986. and 
NSS Draft Report No 372, June (1990) 
Notice that ihe results relating to the year 
1987 88 and -eporied in the NSS Draft 
Report No 172 are based on the half sample 
Nevertheless, the survey made large enough 
coverage in this hall sample, with about 41 6 
and 22 7 thousand households spread over 
about 4,184 sample s illages and 2,298 sample 
blocks in the ruial and urban areas 
respectively 

4 Also see, Mmhas, B S, AgrKulturol Progrea 
and Rural Poverti in India, Sir C hholu Ram 
Memorial Lecture IV February 2, 1991 
Haryana Agricultural University, Hissar 

5 See Visaria and Mmhas (I99t) 


6 Results for siite of Assam an im com¬ 
parable over the period frirni 1970-7I to 
1987-88, as the boundaries of the state 
underwent change during this period 

7 Notwuhstandmg the fact that the absolute 
level of the incidence of poverty m rural 
Punjab was the lowest (relative to mher 
states) at each of the three time-points 
(1970-71, 1983 and 1987-88). the rise in the 
percentage and the numbers of the rural 
poor in Punjab between 1983 and 1987-88 
may have bm a consequence of the per¬ 
sistence of abnormally disturbed political 
conditions which have been prevailing in 
Punjab since 1984 

8 For the year 1987-88, a comparison between 
ihe implicit PFCb deflator and consumer 
pnee indices for the middle range (separate 
!y) of the rural am) ihe urban population 
shows that the pnee rise is under slated to 
the extent of a liiile over two per cent foi 
Ihe rural population and over 10 per cent for 
the urban population 
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Communists and Democracy in the Philippines 

Olle TSmquist 


In 1986, the ‘national democratic movement’ which cofistituted the main force of the revolutionary Left in Philip- 
pines calling for a boycott of the historic elections ordered by Marcos ran into a blind alley. Other cause oriented 
groups rallied behind Cory Aquino and in February, Marcos had to flee the country unable to face the upsurge 
of people’s protests. The ‘national democratic movement’seemed almost irrelevant and it had soon to admit that 
its boycott decision had been at least a ‘major tactical blunder’. 

While it is important to inquire why the boycott dtxision was taken and why the Left lost its initiative, this 
article explores why the radical Left failed to carry out materialist analyses towards a more fruitful and convinc¬ 
ing understanding of political transformation in general, and in this case the growing importance of struggle for 
political democracy in particular within the framework of their basic theses. 

(This article appears in two parts. This is the first part.) 

I 


Introduction 

“Cod. Wfc Missed Oui again”' 

FOR many decades one of the most impor¬ 
tant political theses in the third world 
prescribed communist-guided political strug¬ 
gles in order to implement bourgeois revolu¬ 
tionary changes similar to the historical ones 
in Europe. Independent nation states should 
be created and foster agrarian reforms as 
welt as industrial development. However, at 
least from the mid-sixties and onwards, this 
thesis was losing ground in Asia. The 
Indonesian communists were massacred. 
'I he Vietnamese won, but most of the other 
similar movements were forced to retreat. 
During the late-sevcntics and early-eighties 
the Philippines was actually one of the few 
countries in Asia where the revolutionary 
l«fl still expanded. 

Theso-callcd ‘national democratic move¬ 
ment’ (‘democratic’ in the sense of being 
anii-feudal) constituted the mam force. It 
was led by a similarly labelled clandestine 
front, a new Maoist oriented Communist 
Party, and the lural based New People's 
Army. ’ I he immediate target was the 
authoritarian and increasingly despotic 
regime of president Marcos, whose base was 
identified as imperialism and .semi¬ 
feudalism. In 1983 the economic and 
political crisis of Marcos’ state-led develop¬ 
ment was accentuated with the assassination 
of liberal ex-senator Beiiigno Aquino, the 
chief political opponent among the ‘middle 
forces’. Many analysts spoke of an emerg¬ 
ing revolutionary situation. 

Were these expanding ‘national demo¬ 
crats’ about to show that the defeats for 
similar aspirations elsewhere in Asia were 
not caused by basic inadequacies in political¬ 
ly mainstream Marxism but were related to 
‘revisionism’ and clumsy implementation, 
since it seemed to be possible to solve the 
problems by learning instead from Mao and 
insurrections in Latin America? Or was the 
Philippines an exception proving the rule? 

Drying on studies of the problems of the 
Left in Indonesia, and initial comparisons 
with India, I was at this time personally in¬ 
clined to think that the Philippines I was told 


about had only fallen behind—and that the 
radical opposition was already about to 
miss the train by boycotting the 1984 elec¬ 
tion, which was then on the agenda.’ 

The train did not depart in 1984. But as 
we know, a little more than one-and-a-half 
year: later, when president Marcos had to 
call for snap elections to verify his position, 
the strong and still expanding ‘national 
democratic movement’ ran into a blind alley 
by calling for another boycott of.what was 
bound to be another sham-election, after 
which people were expected to realise that 
outright revolutionary struggle was the 
only real alternative.'* 

Most people and cause-oriented groups 
rallied instead behind Aquino in a massive 
attempt to win the elections. And when Mar¬ 
cos’ manipulations and weakness became all 
too obvious in February 1986, the combin¬ 
ed effect of vacillating US-support for the 
regime, defections within the military leader¬ 
ship, interventions of Cardinal Sin to create 
a miracle, and huge popular manifestations 
made at least Manila almost ungovernable. 
Marcos had to flee the counlry-^while the 
‘national democratic movement’ seemed 
almost irrelevant, and other sections of the 
radical left were unable to step into his 
shoes. 

A few months later even the ‘national 
democratic’ hard-liners had to admit that 
their boycott decision had been at least a 
‘major tactical blunder',' while many others 
within the radical Left claimed that it was 
only the tip of an iceberg indicating more 
fundamental problems in predominant com¬ 
munist interpretations of Marxism. 

A full explanation of why the left lost the 
initiative in 1986 is of course beyond the 
scope of this essay. What I might able to 
contribute is instead a study— based on my 
previous comparative studies of problems in 
applying Marxism in Indonesia and India, 
and on communication with some of those 
employing Marxism m the Philippines— of 
why it was difficult both to foresee, with the 
use of radical Left analyses, the rise of new 
essential contradictions, and to give priori¬ 
ty to the issues related to political democracy 
which became so essential in early 1986.'’ 

The answer to this question may be self- 
evidenr for those who maintain that com¬ 


munists stand rooted to their analyses of 
socio-economic structures, programmatical' 
ly neglect the issue of democracy, and cannot 
be expected to pay any interest in, or say 
anything enlightening about, state, govern¬ 
ment, and concrete politics. However, the 
Philippine ‘national democrats’ did not abs¬ 
tain from political studies. They were often 
sleight of hand with regard to concrete 
analyses of the political arena, tactics, 
manipulation, the possibilities of formii^ 
alliances etc and of adapting to the 
specificities of different localities. 

The question may also seem unfair, since 
few if any of the well known actors involv¬ 
ed fared much better in terms of actually 
predicting the growing importance of strug¬ 
gle for democracy in general and the ‘EDSA 
revolution’’ in particular. But at the same 
time one should not foiget, for instancy that 
the decisive boycott decision in the Com: 
munist Executive Committee was taken with 
only one vote's margin.' And there were 
rather influential sections within the radical 
Left, including among the ‘national 
democrats’, who for many years had produc¬ 
ed alternative perspectives. 

It should, therefore, be fruitful to explore 
why it was difficult for various sections of 
the radical l.eft, including those who were 
critical of the very boycott decision, to carry 
out' materialist analyses: towards a more 
fruitful and convincing understanding of 
political transformation in general and, in 
this case, the growing importance of strug¬ 
gle for political democracy in imrticular, 
within the framework of their basic theses. 
It is of course also interesting to see if they 
have been able to do better since then. 

Features of Democracy 

We start by briefly defining democracy. 
It should thereafter be possible to discuss. 
if and how its vital characteristics were paid 
attention to within the fiamework of radical 
Left analyses and strategies. 

Maximum democracy may be concep¬ 
tualised in terms of the actual capacity of 
the adult citizens to exercise in various forms 
equal and effective rule over resources whkdi 
they hold in common without thereby under¬ 
mining the absolutely necessary prerequisites 
for this rule. 
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' The featmes which ueespedeny impor- 
taM hi a dtacuttion about Cmmunieti and 
democracy in the Philippines include, fini' 
Ik tbdr positions on what is meant by Ihe 
actual cecity* of the citizens, or the 
um prerequisites for democratk rule, 
include the usual basic rights to 
Otganise and apress o|pHniont etc, but also 
sod adegree of autonomy thM the citizens 
are genuinely capable of. for instencc; 
casting their vote in accordance with their 
omnion without having to adjust to the 
wlUiet of, for instance, Uieir employer or 
lawBoid, totally dominant propaganda from 
certiun candidates, or even an intervening 
national or foreign govonment and army. 

The notion of titizen’ indicates that we ad¬ 
dress the ruling of a country, and the idea 
of a Philipinne nation state is so far no pro¬ 
blem for the radical Left. But it is, second¬ 
ly, wmthwhile paying some interest to dif¬ 
ferent views on the importance of govern- 
mem at various levels, including the very 
local tiers. 

Thirdly, the w^ in which the radical Left 
approached questions related to the ‘exercise’ 
of democratic rule ‘in various forms’ should 
also be observed. How were, for instance, 

' peoples’ participation, including co-operative 
efforts, in addition to representation, and the 
electoral and party system perceimi? 

Fourthly, ‘equal effective rule’ naturally 
has to do with the principle of one man one 
vote, which as such does not seem to have 
been a problem for the radical Left, even 
though the role of enlightened leaders was. 
Various views on efficiency pobiems, the 
capacity to implement what is decided, may 
also be identified. 

A fifth and most important aspect is to 
what extent the “resources which they (the 
citizens) hold in common’’ are focused by 
the radical Left. This has to go with the ex¬ 
tension of democracy. My definition of 
maximum democracy implies that demo¬ 
cratic rule may be extended to the resources 
which are held in common within, for in¬ 
stance; trade and production.^ Radicals are 
usually eager to stress that under so-called 
bourgeois democracy many of the resources 
are excluded and governed by private owners, 
and that one can only, at best, talk about 
equal rule of some few and not too weighty 
pditical institutions. What were and are the 
positions of the radical Left. And to what 
extent did and do they pay attention to the 
many resources which are already formally 
publicly controlled and regulated but often 
non-deraocratically governed because of 
various forms of monopolistic practices? 

Radical LeR views on the what democracy 
is used for should, sixthly, also be con¬ 
sidered. The phrase “without thereby under¬ 
mining the fbsoluteiyjiecessary prerequisites 
for this rule” indicates, for instance, that the 
contents of a decision to limit certain 
citizens’ right to vote would be 
undemocratic, but not necessarily a decision 
to hold down people’s wages. 

In addition to this, the more or less 
democratic character of various movements’ 


poUciei must be otunhietL My (nlk 
materialist auumption is that the best way 
to demonstrate if, for instance; demands for 
certain democi^ righu ate genuine or 
‘purdy tactical’ is to study the extent to 
which the movements apply them to achieve 
far teaching tangible ainu as agrarian 
reforms or radical measures to create more 
jobs and better living conditions for the 
labourers, in other words, many actors may 
maintain that democracy is important as 
such, but their reliability may be doubted as 
long as it cannot be substantiated that basic 
democratic aims and means are instrumen- 
Ml for their basic, goals. 

How, then, were these six aspects of 
democracy approached within the important 
over-all analyses and strategies of the radical 
Left, and how credible were various claims 
for democratisation? 

II 

Mainstream ‘National Democrats' 

Background and Basic Theses 

Most of the movements in Asia with a 
‘national democratic’ orientation grew out 
of the anti-colonial struggle, as for instance 
in China, Vietnam, and Indonesia. The 
movement in the Philippines, however, i.s 
mainly a product of student activists who 
turned against a ‘revisionist’ old party dur¬ 
ing a period of revolutionary optimism in 
the late-sixties and early-seventies, and 
managed to enclose some remnants of the 
old peasant based national-liberation army 

Thus, even though the third largest Com¬ 
munist Party in the world, the PKl in In¬ 
donesia, had just failed miserably and was 
almost eliminated, and the old Philippine 
Communist Party was on the retreat, 
students in Manila had instead become in¬ 
creasingly radical. It is illustrative that Jose 
Maria ‘Joma’ Sison, the Philippine Com¬ 
munist with responsibility foi the contacts 
with Jakarta and one of the most important 
student leaders back home, had com 
municated mainly with those of the Indone¬ 
sian leaders who had tried to introduce 
Maoist ideas."* 

Moreover, as the Vietnamese revolution 
advanced and the Great Chinese Cuiitiial 
Revolution was at its peak, Sison did vciy 
much the same as Jusuf Adjitorop, a 
member of the former Indonesian poiitburo 
and later on head of a delegation to China 
They both employed old radical Maoist 
writings as blueprints when interpreting the 
historical development of their countries, 
reviewing previous communist policies, and 
outlining new political strategies." 

From this point of view, the old PKP had 
betrayed the national and democratic revolu¬ 
tion, especially through its downgrading of 
the struggle against so-called semi-feudalism 
in the rural areas. This had paved the svay 
both for compromises with the regime, and 
attempts to grab power which svere not bas¬ 
ed on the mobilisation of the majority of 
the population, the peasants.'^ 



Whik MW eommwiM 
the PMHppines wm not yM foUy iwkpm- 
deM arid Ubented from liiqMrialiim, a nuiii 
difference ifu that Sison et al, vreie most 
eager to uphold the thciii that the power of 
the imperialistt, the so-called commadon, 
and the buieaiiciat-capitalhts rested with the 
landionb.” 

Neither the so-called national bourgeois 
forces, nor the small working dass was 
strong enough to tackle thoM encmki'^ 
Any consistent atiemiR to promote real 
social change must iiutead be built on the 
contradiction between the lantUmds and the 
most numerous subordinated class in the 
country, the peasantry. 

Those with good reasons to oppose im¬ 
perialism, semi-feudalism, etc, could and 
would then rally behind a broad national 
democratic front. They could stage almost 
all forms of struggle, be it legal or illqal—as 
long as they served the interest of the ‘na¬ 
tional democratic’ cause.*’ But since a 
prerequisite for the most basic exploitation— 
the semi-feudal relationship—was private 
monopoly of land and the use of atra- 
economic force against poor peasants, the 
peasants had to resist this repression and en¬ 
force land reforms by way of armed strug¬ 
gle. A properly led peasant-based guerrilla 
movement would be able to initiate a pro 
longed people’s war, liberate various areas, 
and, rmally, encircle the comprador and 
burraucral-capitalist puppet.s in the 
cities".'*’ '' 

Moreover, those who rallied behind the 
broad front were assumed to be interested 
in anti-imperialism and anti-feudalism, but 
their positions, as well as that of the 
peasants’, were often vulnerable, making 
them potentially sensitive to compromises. 
It was therefore necessary that the project 
as a whole be led by a party with a pro¬ 
gramme that was ba.sed on the working class, 
since the working class interests could only 
be firmly approached altei a consistent na¬ 
tional democratic tevolutiun 

Accordingly, Joma Sison ii.d a handtui 
of a'sr set out to li 11 . i’ c new (’om- 

niiiiiist I'arlv oi tb .pi. Ill caily 1969 

Thcieattcr the young urb ii actii ists had 
to found or find a fuerrill.> i' my to lead. 
However, they themselves weic approached 
by an equally young commander with the 
name of Bernabe ‘Dante’ Biiscayno, an 
unusually well-educated son of a pour 
revolutionary tenant in Ihrlac, Central 
Luzon. Dante svas virtually born into the old 
Huk guerrilla movement, which fought 
feudal oppressors, the Japanese occupying 
foice, and US-created puppet governments. 
He had become commander, responsible for 
education, and finally divorced the increas¬ 
ingly corrupt Huk-leadership. Dante and his 
group were thus not only experienced aim¬ 
ed peasants, but also politically conscious 
revolutionaries with firm roots in the strug¬ 
gle for national liberation. They did not look 
for enlightened leaders but for alliances with 
workers, students and progressive liberals 
such as Benigno Aquino.'* 
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unurs ynHip was iraniiormea into me 
New Peoples Ariny m late March 1969 
Dante also became a member of the highest 
organs of the new party But during the 
following SIX year period he worked mainly 
m the mountain ranges, educating and 
organising guerrilla fronts all over ihe 
country—while Joma Sison was charged 
with the central ideological leadership on the 
basis of the theses outlined above In 1976 
Dante was arrested, followed, in 1977, by 
Sison But the movements that they had 
created were solid enough to not only sur 
vive, but also expand swiftly and con 
siderably during the increasin^y despotic 
Marcos regime 

It IS not difficult to understand that dif 
feiences in the background, experiences, and 
peispectives of these two leaders created 
some personal and political friction, or that 
the ‘intellectual leader' was in favour of a 
‘limited boycott* in 1986 and still holds on 
to Mao's ideas of a anti-feudal peasant 
uprising, while the ‘armed peasant leader’ 
propagated 'critical participation' and for 
sometime has made use of the new 
'democratic space’ to organise peasants and 
a most successful co-operative against the 
onslaught of capitalism ^ 

DrMcxRAc Y oi Minor Imporianci: 

1 shall now argue that while this 
background and these basic theses, which 
were still being applied in the mid eighties, 
did not prevent the national democrats’ 
from applauding the increasingly widespread 
opposi^on to Marcos, it was quite natural 
lor them to lejeci its preiKcupation with 
peaceful democratic means rights and rule, 
and to instead suggest boycott 

To begin with, democratic methods of 
changing the societv were untenable accoi 
ding to the national democratic theses’, 
since not even the minimum prerequisites for 
a democratic process were present Most 
basic rights to organise and express opinion 
were lacking Lleclions would not be clean 
and the propaganda resouices svere extreme 
ly uneveniv distributed feudal remnants in 
particular prevented the majority of the 
citirens f^om casting their vote aceording to 
their real opinion l^shingtoii would in anv 
ease never aeeept that progressive foiees 
made substantial gams in the Philippines 
All these preconditions lor democracj must 
be tough! for by contioniing the ruling 
classes before democratic means could be 
relied upon There was thus no ne*ed even to 
talk about such issues as the overwhelming 
problems that any progressive government 
would have in impelemcnting ns policies 

In a way Sison has summaiiscd all this by 
saying that “we could invite the others for 
elections in our liberated areas and then see 
who would win’’"'* 

At the same time, however he did ot 
course open up for questions as lo whether 
there would be minimum democratic prcre 
quisites also for “the others'* in these areas 
And even if the ‘national democrats’ wc*ic 


eager to demand, tor instance, banc civil and 
political rights, and presumably appreciated 
them as such, the actual implementation of 
these rights in order to reach long-term goals 
were, as we know, not instrumental within 
the framework of their strategy of armed 
struggle 

Moreover, the explicit theses about the 
need for enlightened leadership based on the 
‘national democratic’ programme implied 
that democratic rights and rule often did not 
make sense for the movement itself The 
limits of internal democracy is a history in 
Itself There has not even bem a second con 
gress of the party But also most attempts 
at building various frontal organisations and 
coalitions have failed because it was basic 
for the ‘national democrats’ to ‘lead 
them ** 

Finally, in addition to what we have 
already said about the ‘national democrats’ 
being reluctant to employ democratic means 
against the Marcos regime, it also followed 
from their theses that it was either unfruit 
ful or simply noi espeaally important to em 
phasise struggle for democratic rule There 
were two mam reasons for this 

First, if one wants to gel rid ol an 
authoritarian regime one must hit at ns 
ultimate basis The ‘national democrats’ 
conceptualised the existence of, for instance 
undemocratic control of extensive public 
resources and means to regulate the 
economy, in terms of ‘bureaucratic capita 
lists’ However these, and many others within 
the organs, of the state, did not, according 
to the ‘national democrats’, have a basis of 
their own which could be hit at by demo 
cratisation 1 he ‘bureaucrat capitalists’ 
relied instead on the more powerful im 
perialists, compradors, and landlords who 
controlled most of the resources in the socie 
ty piivatcly And it was thus the lattcrs 
private control of especially land, and their 
backing in Washington, which had to be hit 
at by means of, o< course, anti imperialism 
and anti-feudalism since they, the big private 
owners, would not be especially threatened 
by political democracy 

This first argument in particular was no 
exclusive property of the Philij^inc ‘national 
democrats’ it played a simtiarlv decisive role 
for instance within the Lett in Indonesia and 
India 

Secondly, it one wants to introduce a 
democratic system which is noi exclusively 
uselul for Ihe traditional elite, the basic 
preconditions which we have already 
discussed must exist from the beginning 
According to Ihe national democrats’, most 
of the essential piercquisiu c cannot simply 
be proclaimed and demociatisation of 
public regulalion and resources would not 
help much since most ol the resources in the 
sccieiy arc piivatcly controlled What is m 
stead required is the uprooting ol landior 
dism, etc Otherwise democracy would not 
m an much lor the pec pie 

What happened n the early 1986 was thus 
almost impossible, according to the 
mainstream natunal democratic’ theses 


Despite the lack of solid prerequisites for a 
democratic process huge masses of people 
had been able to use and create some 
democratic rights and peaceful means which 
proved powerful Demands for democratic 
control of public regulation and resources 
aciually became the main issue which engag¬ 
ed huge masses of the people and undermin¬ 
ed the regime Large sections of the 
bourgeois forces were obviously not so 
retarded by, or linked up with, impendism 
and ‘semi-feudalism’ that they could not ac¬ 
tively contribute lo democratic changes. 
Even Washington finally supported the 
changes 

III 

Challengfu 

The ‘national democratic’ theses were, of 
course, questioned from within the move¬ 
ment itseli as well as by left-dissidents, even 
if It was an uphill task potilically to 
challenge perspectives which, at least until 
early 1986, had seemed to be quite rewar¬ 
ding My argument is, however, that while 
many critics emphasised the lack of 
democracy within the ’national dt.mocratic’ 
movement, and some of them suggested 
alternative tactics which would iiii.iude, for 
instance, participation in elections no 
primary, long-term interest in the issues of 
democracy followed from any of the conien 
ding approaches 

Radical Natiunai ism 

To begin with, many scholars and leaders 
related to the old Communist Party had self 
critically examined previous negative at 
titudes towards participation in the electoral 
processes Extensive ngging of elections dur 
ing the forties, and measures to prevent those 
radical leaders who nevertheless were elected 
from taking their seats, had contributed to 
a Communist boycott decision in the early 
fifties The state oi partial civil war at ihe 
time of the I9SI elections made it impossible 
for the party to participate openly Bui 
according lo former general secretary Jesus 
Lava, It would have been possible to support 
the best of the other candidates He also 
claims that it was wrong to assume people 
to be uninterested in elections only because 
they were against fraud There were sue 
cessful attempts, supported by Washington, 
to hold fair elections, but the radical Left 
distanced itself and lost out. almost like in 
1984 and 1986 Lava concludes, however, by 
asserting that one shall, of course, be readj 
to boycott elecuons when people are 
prepared to take up revolutionary work " 

Furihei, as I have already indicated in the 
former section it ts also true (hat manv 
scholars and leaders with some relation to 
the old party had long since questioned the 
‘national democratic’ thesis of ‘semi feudal’ 
oppresson and exploitation as the mam basis 
ol imperialism in the Philippines Had not, 
for instance, even the Americans been eager 
to introduce land reforms’’^ On the one 
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this implied that armed anti-feudal 
Struggles against extra-economic oppression 
was not as primary and mandatory as for 
the ‘national democrats’. But on the other 
hand, the main enemy was then imperialism 
ioetf. The Philippines was simply not yet ful- 
ly>^ependent. Nothing serious took place 
in m country without the direct or indirect 
inviolvement of Washington, the Monetary 
Fund and so on. All patriots, democrats or 
not, must therefore fight against imperialism 
with ail possible means. Struggle in 
democratic forms for democratic rights and 
rule would have to wait since one of the 
most bask preconditions—true national 
independence—was (and is) not yet 
attained.’** 

Politics of Mode of Production 

Thie questioning of the 'national 
democratic’ thesis on the primary need to 
fight ‘semi-feudalism’ continued during the 
late-seventies and early-eighties within the 
framework of a Philippine version of an in¬ 
ternational discourse in vogue on modes of 
(Hoduction.” While this was often most 
abstract and formalistic, the political im¬ 
plications were less convoluted. 

Lava et ai, had arrived at a radical na¬ 
tionalist position. Those inspired by the neo- 
Marxist Latin American and African 
dependency school emphasised later on the 
spread of an underdeveloping capitalism.*^ 
The peasants were present, but share- 
cropping and similar forms of tenancy rela¬ 
tions were on the retreat. Rural and urban 
labour as well as other subordinated groups 
became increasingly important. ‘.Semi¬ 
feudalism’ was no longer thera The 
bourgeois forces acted instead within the 
framework of ‘dependent capitalism’. This 
called for broad popular struggles with 
socialist perspectives. The only alternative 
development path was authoritarian state- 
led economic growth. But Marcos was about 
to fail in his attempt.’* 

Many of the scholars and activists at¬ 
tracted by these perspectives had hard per¬ 
sonal experiences from authoritarian prac¬ 
tices related to the old as well as new Com¬ 
munist Party. Other sympathisers bad a 
background among social democratic and 
often Christian groups. It was thus natural 
to demand democratic rights and rule within 
and among the radical movements 
themselves. Still others were enga^ in 
voluntary action and development groups 
whkh they claimed were indispensable to a 
democratic system that was not only for the 
elite, and which should also include people's 
participation in addition to their represen¬ 
tation.” Moreover, such groups would not 
be able to exist without rather extensive civil 
liberties. Given the background of many of 
those attracted by neo-Marxisi perspectives 
and the special character of the cause- 
Driented groups, it was, finally, natural to 
;onsider the possibilities of employing effi- 
:ient non-violent forms of struggle.’* 

The neo-Marxists were initially preoc- 
:upied whh validating the expansion of 


capitalism and underdevetopment. Much of 
the general democratic orientation and 
preferences among many neo-Marxists thus 
lacked a powerful theoretical and analytical 
foundation. 

Later on, as the increasing importance of 
the state in third world development became 
more and more obvious. neo-Marxists in 
most countries tried to go beyond previous 
mechanical and economistic perspectives, in 
Philippine seminar rooms scholars began to 
talk about “the relative autonomy of the 
state’’.’** All political structures and 
transformations were not directly determin¬ 
ed by the basic class forces. There was some 
room for political manoeuvring without first 
having to take over state power. 

To the extent that such insights had some 
political importance” they did, of course, 
allow for more careful analyses. But it is im¬ 
portant to remember that the thesis about 
a special degree of ‘relative autonomy’ in the 
third world was mainly substantiated by a 
common inability of any of the dominating 
classes to develop as the ruling force, and 
by extensive formerly colonial state institu¬ 
tions.’** From this point of view it was the 
balance of class forces that was vital, rather 
than questions related to the monopolisa¬ 
tion of public regulation and resources. 
American colonial rule had moreover been 
quite different from, for instance, Dutch or 
British. Inherited state apparatuses were thus 
less important than in Indonesia oi India.’** 

Issues related to demands for democratic 
rule of the state and its resources were 
therefore not on top of the agenda, which 
was instead dominated by discussions on 
how to supplement basic struggles against 
the dominating classes by also fighting for 
positions in the arena and within institutions 
that were ‘relatively autonomous'. Decisions 
among the neo-Marxists to first boycott the 
elections in 1984 but then to go for critical 
participation in 1986 .seem to have been bas¬ 
ed mainly on analyses of the political con¬ 
juncture, including the possibility of uniting 
as many people as possible against the 
regime—in addition to studies of to what ex¬ 
tent reasonable preconditions for a 
democratic process were available or at least 
could be fought for. Struggle with 
democratic means for democratic ends was 
not considered a reliable alternative. Military 
interventions was expected to be 
unavoidable.*’ 

Within the mainstream ‘national 
democrats' the predominant reaction to the 
challenges may very well have been that the 
grassroots downgraded the importance of 
their over-all theses and adapted their con¬ 
crete tactics to complicated and highly dif¬ 
ferent contradictions in various regions and 
sectors. But in addition to this, some leading 
“national-democratic" scholars took upon 
themselves to defend and further develop the 
old perspective in face of those rejecting the 
notion of ‘semi-feudalism’, etc. 

1 hese ‘national democratic’ scholars app¬ 
ly an extremely narrow definition of 
capitalism, and ihercalter-invite all the new 


trantfoiratttiQiit' «il« iiiit 

capitalist, to take shelter undH' the old wn- 
brdta of “semi-feudalism”, thereby helphig 
to confirm the orthodoxy. 

According to Ricardo Ferrer the essemx 
of capitalism is that “the mechanism of 
reproducing property rights over means of 
production is the intervention at the level of 
economy via accumulation and/or innova¬ 
tion.’’* Markets are present in the Philip¬ 
pines, generalised commodity production is, 
and capital-wage labour relations are there. 
But the capitalists are not productive. 
Moreover, a lot of octra-economic force is 
made u.se of, and various rmts are extracted. 
Ferrer even maintains that ^udal laws of 
motion are decisive within the framework of 
western monopoly-capitalism.*^ 

The main political implication is, of 
course, iliai ihe basic thesis of the ‘national 
democrats' is still valid. But does not Fer¬ 
rer’s emphasis on extra-economic forces, 
monopolised control of regulation and 
essential conditions of production, the ex¬ 
traction of rents, etc, make struggle for 
political democracy especially important? 

Basically his answer is negative. The main 
reason for these factors is the predominance 
of feudal laws of motion, which must still 
be fought against by the oppressed, through 
broad alliances with so-called progressive 
capitalists and farmers (who are. unfor¬ 
tunately, difficult to .separate from the bad 
guys).*’ 

When challenged by my alternative con¬ 
clusion that “feudal remnants" have prov¬ 
ed decisive for the rapid expansion of 
capitalism in, for instance. Indonesia— 
implying a strategy of anti-monopolism 
through democratisation. rather than anti- 
feudalism in favour of capitalism'*’— Ferrer 
doubts that it is capitalist laws ot motion 
which are at work. He also adds that in any 
case those who monopolise public regula¬ 
tion and resources have no base of their own 
which can be fruitfully undermined by 
democratisation. As usual one must instead 
hit at their “real*' foundation among the 
powerful landlords and private capitalists.'*’ 

‘NAnONAL Di-mo('raik’ Dissidints 

Serious disagreements were also present 
within the mainstream ‘national democratic* 
movement. As the popular opposition 
against Marcos increased in the mid- 
seventies, many young and often intellectual 
leading members of the Manila-Riral party 
committee suggested that they should not 
have to wait for the rural revolution to un¬ 
told before they themselves staged urban 
ollensivcs.*** 

I he extent to which this perspective was 
iiis;.!red by neo-Marxist arguments about 
capitalist expansion is an open question. The 
committee members were of course more 
eager to situate themselves within the 
framework ot the mainstream movement 
even referring to recommendations from 
Sisoii tor decentralised operations in accor¬ 
dance with the local situation. Viewed thus. 
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liMi ^ thing 10 dain tiw ccntnl iiri)«n 
was to itimutote and influence the broad op> 
posiuon movement against Marcos* 
dictatorship 

It was instead the way in which the 
Maniia-Rizal cadres went about doing this 
that brought them into sharp conflicts with 
the highest party organs The Manila>Rtzai 
leaders gave pnonty to broad ‘anti-fascist’ 
struggle for democratisation against Mar¬ 
cos* dictatorship They claimed that the 
democratic nghts and means which were 
present or could be developed, in^uding the 
electoral process, should used as tong as 
possible, despite the fact that many decisive 
preconditions for a democratic polity were 
lacking As elections were due in 1978, the 
Mantla-Rizal activists thus entered into 
agreements with other leftists and liberals, 
including the Aquinos, proposed tntical par 
tiapation in tlw elector^ processes, and even 
spoke about the possibility ot thereby get¬ 
ting rid of Marcos 

The orthodox central leaders, including 
Sison, maintained, of course, that the 
Mamla Rizal committee settled for ‘right 
opportunist’ poboes, helped legitimise Mar¬ 
cos rule; and created illusions about how one 
could change the society The accent on 
broad urban ‘anti fasast' struggles departed 
irom the necessary emphasis on rural bas¬ 
ed armed struggles against feudalism and 
imperialism 

A Iasi minute straightforward order from 
the party leaders to instead boycott the elec¬ 
tions was finally neglected by the Mamla 
dissidents I he extent to which this dispute 
contributed lo the miserable results is im¬ 
possible to say the elections were in any 
case efficiently rigged The progressive front 
did not make any gains Some thousands of 
Manilaiis protested but no huge masses of 
angry people look to the streets in order to 
form their own parliaments, and mainstream 
‘national democrats’ who claimed that they 
had been vindicated set out to purge their 
op|x>nents 

While It was thus obvious that struggle for 
democratisation by peaceful and democratic 
means made sense tor the Manila-Rizal 
leaders in a short term perspective, these 
considerations were hardly based on alter 
native conceptualisations making the issue 
ol democracy instrumental to reaching long 
term aims I he Manila Rizal committee em 
phasised ‘ann lascism’ but did not really 
negate the basic importance of struggle 
against ‘leudalism’ and imperialism Their 
argument was rather that the best way for 
the * national democrats" to reach out to 
wide sections oi ihe population with such 
rcyolutionary propaganda was to participate 
in loint mass campaigns As people gained 
their own bitter experiences they would be 
picpaied to listen to the ‘national 
democrats 1 here was also an opportunity 
to divide the ruling elite by keeping the chan 
nels open to those against Marcos And it 
should be possible to mobilise moral and 
maierial support lor the rural armed torces 
through contacts with dissatislied ad¬ 


ministrators, politicians, md businessmen 
In additicm to this it is interesting to note 
that in an internal trial against the Manila- 
Rizal activists after 1978 the party-lradership 
employed the wntings of Mao, while the 
dissidents made frequent use of what Lemn 
and Stalin had said about the need to apply 
effiaent tactics and make use of all means 
in order to mobilise and organise people 
before the time was nght for a revolution 

From discussions with scholars with good 
knowledge about these debates, as well as 
with Sison, my own conclusion ui that much 
of the alliances and pohcies suggested by the 
Maniia-Rizal committee would have been 
quite all-right if ‘only* the party had been 
in a guiding position and the ‘national 
democratic* perspective had been imposed 
as a framework ^ In the face of the 1984 
elections the party leadership entered tor in 
stance; into alliances with similarly moderate 
forces—with conditions enabling ‘national 
democratic’ cadres and sympathisers to en¬ 
force a boycott decision ^ And only when 
the leaders later on foiled in doing the same 
within the framework of the previously 
managed coalition called ‘Bayan', was it 
natural to take a principled stand in 1986 

The pany leadership was able to limit the 
direct effects of the controversies in the late- 
seventies to Greater Manila and to purge 
those directly involved But the critical 
perspectives survived and developed in two 
directions one emphasising insurrectionist 
perspectives, another stressing soolled 
popular democracy 

In the late-seventies and early eighties the 
‘national democrats‘ and then New People's 
Army expanded drastically in the south, in 
Mindanao Reckless penetration of 
capitalism within fishing, timber, shipping, 
and agri-business had generated drastic 
socio-economic changes Many people in 
rural areas had been uprooted and now spent 
parts of their lives as migrant labourers or 
trying to find |Obs in the urban areas The 
guerrilla units followed suit and their arm 
ed actions spread to Ihe cities Leader, ol 
the National Democratic Front were also 
able to stimulate and influence many of the 
various cause oriented groups, not least dur 
ing the bovsott ot Ihe 1981 eleiiions and in 
the rapidly growing city of Davao with its 
huge slum areas 

This movement gained further monien 
turn by hanging on to Ihe broad populai pro 
tests after the assassination of Ninoy Aquino 
in August 1981 The leaders saw a revolu 
tionarv situation emerging, in which it 
should be possible to combine rural and iir 
ban struggles with Ihe eruption taking place 
in the cities I his thus ran counter to much 
of the orthodox ‘national democratic' theses 
in$|»red by Maoism Some inspiration came 
instead from ihi successful Lett in 
Nicaragua and tie experiences in LI 
Salvador In late 1983 and early 1984 the 
Mindanao leaders suggested in vain that the 
“national democratic” movement as a whole 
should consider a last track to power bv ap 
plyi ng an insurreitionist perspective '* Back 


In Mindanao they were hotwever aWe to 
develop successful so<alled people strikes. 
welgaHg bayan. 

The concept of ‘peoples* strikes* was an 
attempt to go beyond the traditional 
workers* strikes with roots in industrialised 
societies The many people in thud worid 
countries who work within adnumstratioa 
and education as well as withm more of less 
‘informal* transportation, service; trading 
etc, could add their form of work stoppages 
such as blocking roads and participating in 
demonstrations and ralhes etc; and to 
paralyse the government 

Tb some extent ‘peoples’ stakes* were suc¬ 
cessfully adopted also by other party 
organisations m tire country The ‘insunec- 
tionist’ perspective had bewme one of the 
major oppositional tendenaes within the 
‘national democratic* movement However, 
in Mindanao in general and Davao m pm- 
ticular the tense situabon, especially m 
urban slum-areas, eventually got out of hand 
as attempts to supplement the co-ordinated 
protests and work stoppages with armed ac¬ 
tions developed into uncontrolled killings. 
This slowly came to an end in I98S when 
a new and highly professional Manne Col¬ 
onel was able to stabilise the situation by 
mixing the selective enforcement of law and 
order with the addressing of certain pro¬ 
blems that people had revolted against.’’ 

Meanwhile the ‘national democrats* had 
to concentrate on what was happoung m 
Mamla, including Marcos* snap dections. 
1b what extent then did democracy make 
sense for the ‘insurrectionist* tendency? 

Obviously the ‘insurrectionists' suggested 
‘critical participation' in the elections A 
precondition for the expansion of the revohi- 
tionary forces in Mindanao had been their 
ability to associate with the broad popular 
opposition against Marcos But the main 
criterion in deciding what methods to use 
was clearly the extent to which they would 
contribute to a successful insurgency This 
could generate a dual sharing of power bet¬ 
ween the moderate progressives and the 
revolutionary forces Ihe latter wcHild finally 
win since th^ should be able to paralyse tlw 
ruling ol the country, reminiscent of events 
in Russia Struggle for democratic rights— 
by making use of whatever freedoms that 
were already then or could be created—did 
thus make sense in a short-term perspective 
in order to pave the way for more drastic 
methods to grab state power From the in¬ 
surrectional point of view, the central party 
leadership took its devastating boycott deci¬ 
sion because its preoccupation with a Maoist 
piotiacted people’s war prevented it from 
loicseemg the ripening of an urban revolu- 
tionarv situation Accordingly, the *EIKA 
resolution was a lost insurreciiooists 
opportunitv '■* 

However, one should also discuss the ex¬ 
tent to which tht concept ol ‘peoples' stitkcf 
was based on ideas ol local popular rule and 
CO operatise eltorts in, for instance, 
neighbourhoods Within the Latin Amencan 
discourse about radical transformation such 
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Cflfoni have at least gained some impor* 
taiux^^ In the Philippines on the other 
hand, this was hardly touched upon by a 
leading ideologue like Villalobos, despite fre 
quent references to Latin American ex 
penences Neithei does it seem to have been 
splidly practised in, for instance, the Davao 
siitin areas where the killings took serious 
proportions and people rapidly changed 
loyalties The foremost ‘national demoaatic’ 
stronghold of Agalao even became a hotbed 
of anti-communist vigilantes in 1986 And 
the abonise attempts at introducing 
'peoples* strikes’ in Manila by drawing on 
small groups of activists hardly indicate a 
speaal interest in introducing popular rule 
and co-operative efforts in various distnUs 
and sectors 

On the contrary, the ‘insurrectionists’ 
simply developed the art of political 
manoeuvring and the grabbing of state 
power in a given revolutionary situation, 
without relying too much on social theories 
and analyses of fundamental driving 
forces—perspectives which in turn would 
have made it possible and relevant to discuss 
if aims like democratic rights and rule made 
sense, or at least to consider when and how 
revolutionary situations could emerge (and 
disappear) 

As I have already hinted at the Maoist 
inspired communist theses adopted in the 
Philippines prescribed an anti imperialist 
anti-feudal revolution which would be led 
by The Party but be based on common in 
terests among the workers, the peasants and 
the so-called national, as well as petty 
bourgeoisie When the new Communist 
Party and the New People’s Army had been 
consolidated in the mid sevenii6s it was thus 
time to initiate a multi elass National 
Democratic Front (NDF) under Communist 
hegemony ” 

For obvious reasons these classes did not 
automatically appear and the various 
organisations which more or less represented 
their aspirations were not particularly eager 
to enrol themselves under Communist rule, 
unless they were not already domesticated 
or initiated by the Communists 

In the late seventies the united front pro 
gramme was therefore more attractively 
designed It was, for instance, stated that na 
tionalistic private businessmen would have 
nothing to fear and that all patriots would 
be granted democratic rights under a na 
tional democratic coalition government As 
we know, the dissident Manila Kizal paitv 
committee even managed to initiate close co 
operation with progressive centrist’ forces 
in face of the 1978 elections But as we also 
know, this project was effectively blocked by 
the orthodox party leadership 

Actually, it was only in 1980 that a party 
authorised dynamic attempt was made to 
develop ef fiaent united front work I he pi o 
peOing force with excellent contacts was 
Hormiio ’Boy’ Morales, a celebrated former 
executive secretary under Marcos and head 
of bis prestigious Development Academy, 
who had'defected when he was to be award 


ed as one of the ten outstanding young men’ 
in late 1977 Another, though in ecile after 
five years of detention, was Father Fd de 
la lorre, who was inspired by Latin 
American ‘liberation theology’, had initiated 
the militant “Christians for National Libera 
tion” and had participated in the first at 
tempts to build the NDF 

On the one hand, NDF was solidly an 
chored by Morales et al within the ‘national 
democratic’ movement Its decisive leadeis 
were included in a co-ordinating committee 
The New People’s Army was relieved from 
much of Its political work and the NDF took 
responsibility for ipeal organisation and ac 
tion by synchronising the activities of 
various so called sectoral organisations of 
the workeis, peasants, women, etc Morales 
suggested moreover that the 1981 presiden 
tial elections should be boycotted 

On the other hand the new NDF Itadei 
ship also tried to open up the Front for 
others despite the tad that party leaders still 
demanded that those joining must accept all 
the basic national democratic’theses This 
proved difficult and pi lonty was given to ex 
tensive contacts and joint actions with in 
dependent organisations and most influcn 
tial opponents of Marcos’ authoiitarian 
regime— leftists as wtU as liberals or simp 
ly nationalists I his paved the way tor broad 
political alliances and sueeesstui campaigns 
influenced b> the NDF against the Marcos 
regime and its attempts to gain some 
legitimacy 

But Moialcs was artesltd in 1982 (as was 
de la Torre upon his itlurn trim exile) and 
the promising stait slowly came to an end 
Fht NDF was subordinated to orthodox pai 
ty leaders When huge masses ol people 
staged frequent angiv demonstrations and 
formed mure and mine oppositional cause 
oiiented groups atici the assassination ol 
Nmoy Aquino the national dcmoctat 
definitely tried lo li ing along And flexible 
writings came from the detained Sison But 
generally speakinj. ilii national demociats 
were once again tacer to force then perspii. 
five upon other 

Inside prison Mot lies and de la Torre wen 
able to exehantc views with certain other 
prominent radieil including the dissident 
levolutiunarv Nemesio Prudente and the 
leading socialist Marianito Canonigo 
Morales’ and lottos previous attempts ,)i 
tiyme to develop i Itamework lor bioad 
coalitions thus eoniinued while a new and 
extended petspeelive was labelled ‘popular 
demoeraev I he it pit on stud) circle pro 
dueed a series ol Ptaiidel Papen and the 
ideas gamed some influence' among the 
various contenting oppositional foats in 
eluding the Aquinos 

All important first step was to set aside 
some of the ditlereiises between for m 
stance armed national democrats’ 
socialists and liberals which were simply 
imagined oi only important m a long term 
strategical peispeetive—and to idenitiv m 
stead what eonlTieis between the political 
groups that prevented etlieicnt united action 


under the present concrete chcunuUmcin, 
against Mareos’ authontarum regime, and 
lor a trustworthy government 

A majoi argument was that the basic ac¬ 
tual eonfliei had to do with the son of 
democracy that should replace the dictator¬ 
ship Restontion of the previous ^hte 
dcmexrauy’ wnh more or less ‘peaceful alter 
nation of various factions of the elite in 
holding government power’ stood against 
varvmg attempts to give people a real choice 
between many parties and projects, or 
popular democracy 

Despite the tact that the ’popular 
demociats’ emphasised ‘anti fascism’, their 
concept ol ‘popular democracy’ was intend 
id to be diiierent from the Communist led 
so called popular Ironts ‘from below’ in 
I urope during the thirties and forties 
Nor was it identical with the notion of ‘peo 
pie’s demoeraey, which indicated the domi 
nani rule of mans classes (rather than, for 
iiistanee proltlaiian or bourgeois 
hegemony)'’ " Fopulai demoeraev im 
plied sonieihmg more the importance of 
autonomous org imsations m addition to 
parties state and government and par 
tieipation III addition to representation 
making pluralism essential 

Aiiordmg lo ihe popular democrats 
ilmt dilfcrcnt political lines were eonlendmg 
loi iiitiueiiee ovci Ihe protest niovemenl m 
Ihe mid eighties those emphasising p essure 
polities through enhanced protests those 
suggesting that there was also a need tor 
elections and those saying that m addition 
lo pressure and tieetioiis iheie was a decisive 
need tor at med upi ismgs I he vital question 
was thus how could these elfoils converge 
and etieeiivelv gel rid ot Marcos 
auihoiitananisin while ti iIk same time Ihe 
ittc mpts to build p,>puhi deiiioeiiev were 
enhanced’'' 

Firstly already the united tiuiil work must 
be eharaelensed by pevpul ii denioeialie 
principles Fhere should lot instance be 
parlies and leaders lepreseiUmg diltereni 
elass interests as well is croups or councils 
with people who themselves pattieipaied m 
(he iMiistorniation ol the society These ae 
tors should he aulonomous tieal each olhei 
with miiiual lespeet and gam intTuenee ae 
eoidmg 10 the balance ot forces both m 
terms ol oigamsaiional capacity and m 
teims ot being able to mobilise broad 
populri support Ihe attempt to form a 
broad loalition ot centrist and I ett oriented 
toiees against Marcos with the name ol 
‘Bayati was a month before Ihe devastating 
formal founding congress seen as a step m 
the right diiceiion 

Secondly and this was stated m carls 
198S —elections must be turned into the lae 
tiea' focus This was compatible with all the 
three political lines with no one having to 
give up Those, tor instance in favour ot 
pressure polities could simply add elections, 
while the armed national democrats could, 
for a certain period ot time, stress one ot 
the minor components oi their eomprehen 
sive siritegy elections'’’ Moreover, those 
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i(4i6 vMtad to |o beyolul the lestonMiim 0 ^ 
dmoci^ could thereby (a) prevent at 
tempts to uolate the radical Left (by first 
proving a boycott>deasion and then in 
vest in reasonably clean elections)*^, (b) 
strengthen the alltanie between the ‘middle 
and the left’, (c) enhance the bargaining 
power of the radicals va-a-vis the traditional 
elile; and (c) allow people themselves, in- 
duding those who supported the traditional 
opposition, to learn from their own political 
experiences and later on favour more radical 
policies ** 

It IS thus obvious that many decisive 
features of democracy made sense for at 
least one ‘national democratic’ tendency 
before the ‘EDSA revolution’™ Many 
minimum prerequisites for democracy did 
not exist and in some cbs» elections had to 
be boycotted, but there were also ample op 
ponunities to use existing liberties to fight 
for more democratic rights 

Similar statements had been made by the 
1978 Mantla-Rizal dissidents But the 
‘popular democrats’ had more to say in a 
slightly different political situation 
autonomous organisations and people's par 
ticipation in addition to representation were 
most important, there should be a multi 
party system, and pluralism should 
characterise relations wiihin the i ett as well 
On the other hand, the ‘popular democrats’ 
paid little interest to the potential impoi 
tance of struggle for democratising the rul 
ing of public resouices I his may be lelaied 
to the lack of analyses of how resouices in 
general were controlled They had conscious 
ly abstained from tackling long term 
perspectives and basic analyses of dtising 
social forces since this might liavt blurred 
the more urgent ‘anti fascist unity 

Moreover, vatious democratu rights and 
certain forms of rule were definitely in 
strumental in developing appropriate 
frameworks for popular coalitions co 
operation, participation, checks and 
balances, etc But aside trom identifying 
movements that might give tactical emphasis 
to elections, the ‘popular democratic 
analyses were not comprehensive and deep 
enough to say much, it anything, about what 
social forces that could he gcnuinciv in 
terested in enforcing the attiactivc 
democratic framework in a longci 
perspective 

(To be Conriudedl 
Notes 

1 The leader of (he Christians loi National 
Libetaiion, hather Ldicto de la loire, upon 
his release from detention alter the com 
ing to presidential power of Aquino in 
F^uary 1986, quoted trom Alex Magno 
‘CPP Rethinking the Revoluiionaiv Pro 
cess’ in Diliman Review, Vol 34, No 4, p 18 

2 The Communist Party of the Philippines 
(CPP) was formed by members of the old 
Philippine Communist Party (PKP) which 
had compromised with Marcos, and stu 
dent activists, and was founded in eaily 
1969 (offiaaliy, however, on Mao’s birth 
day, December 28, 1968), as was the New 
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Peoples Army (NP\) which initially was 
bas^ on members of the Huk guerrilla 
movement who divorced an increasingly 
corrupt commander The National 
Democratic I ront (NDT) was initiated in 
1973 and formally established in 1980 

3 Having disputed this with the Nemen/us 
in Canbcria late in the evening of May I 
>984, ihey not only held on to their 
hospitality but also suggested that I should 
try to study the issue more carefully by in 
eluding the Phili|H>ines in my comparative 
project Thcretore, whatever merits this 
essay may have initially rest with Ihem- 
as well as with all the others, both within 
and outside of the Philippines, who have 
been kind enough to share their analysts 
with me However, I remain of course sole 
ly responsible for all the shortcomings 
1 he lescaich has been funded by Uppsala 
University (he Bank of Sweden Icrceii 
tenary Foundation, and Swedish Council 
for R^'aah in ihe Humaniiies and Social 
Sciences 

4 Set the editorial statement of Ang Bayan 
(official publiution of the C ommunist 
Party of the Philippines) January 15,1986 
and I ibemimn (iHiblished by the National 
Democratic I rout), Vol XIV, No I, 1986 

t 4ng Banin Vol XVIIl, No 3 May 1986, 
PP 1 3 

6 I am ihu> reiving primarily on interviews 
with s'-holars in the field and some oi the 
concetned analysts and ideologues who 
from their respective points of view have 
also been asked to suggest sources and 
literature on key issues which I hast then 
tried to supplement Comparative points 
of depariuic are found in my Dilemmas 
of Third Brorld Comihunnm The 
Destrut non of the PM in Indonesia 
(london /ed Books, 1984) Hhais 
Wrong with Marxism On Capitalists and 
Malt in India and Indonesia (New Delhi 
Manohai Publications 1989) Hhal s 
Hning with Marxism Volume 2 On 
Peasants and Workers in India and 
Indonesia (New Delhi Manohar Publica 
lions 1990) and Communists and 
Dcmoiracs Iwo Indian C ises and One 
Debate in Built tin oj ( omerned Asian 
Mholars Vol 23 1, 1991 (forthcoming) 

7 The Miuo Manilla urculat road which is 
usually c-illed I DSA has given name to the 
gigantic popular manifesiaiion which in 
(cbruaiY 1986 brought Cora on 
Aqumn ii he presideno On Febiuaiy 22 
scvci il ihoustnds and between Icbrusiv 
23 ind ■*' moic than one and some sav 
tIoM 10 two million people blocked the 
.ivciuic tiisi II ( amp Aguinaldo 'he 
dctcnie iiiiiiisiiv headquarters and ihcn 
( amp ( I inii ihc national police head 
quaiicis picviniing Maicos from using his 
Hoops igimsi dissident militaiv leaders 

8 Alts Mil no CPP Kcilimkiiig opcit 
p II uuKiiigcK tones Rtd Resolution 
Insult Ihi I'hilippwi (.iiuriilla Mostmeni 
(Wes s w Pres 1989) p 1'7 

‘ Allow 111 ID Stitt in Older to ivoid pos 
Sibil misiiiideisi indiii s lai Hie I let tha' 
niismiuni dimocraev ii he sense lint it 
IS esleneltel to il resoiiiets whieli the 
eiti/eii II s\ I in ei niniun may be teoiio 
■me Ills I s isliliiH IS quite somcihiny cist 
dcnie'e i s Ui s not solve all pr< blenis 

11 Imeisi w se I the lornitr gcneiil 
seettliis I ic PKP hstis lav I 
M.iuh !■* W9(l iiid with lorn I Sison 
Mav V 1990 

It See lot nisi UKe \mando (merrciuOuse 
Maul S son) Philippine 'stnuls and 
Rtsoluiion (I'ongkong la Kung Pao 
1971) nut Build thi PKI along iht 
Marxist 1 1 tiinisi I ini loLeatllht IHopIt s 


DemotraiK Revolution m Indonesia (The 
delegation of the CCPKI, 1971) (The 
Indonesian attempts m this direction ran 
aground in 1968) I am also thankful for 
diseussions with among others, Ricardo 
Dick Malay the former vice chairman Of 
the C PP delegation to China, March 16, 
1990 V\ hen nothing else is staled below, 

1 am drawing on The Philippine Sotieiy 
and Resolution 

12 See lor instance Report lo the Central 
( ommntee on iMvaiie Propaganda for 
Revisionism and htsiism (Putang Tata, 
1971) I am also drawing on Jesus Lava’s 
own version, supplemented by that of the 
former PKP and Huk leader Casio 
Alejandiino interviews, January 19 and 
March 14, 1990 

13 I hesiute to refer to the derinilians, which, 
in anv case tolluw the Maoisi formula See 
especidilv Ciuerrero The Philippine 
Sotieiv op cit PP 204 24 on 
bureaucrat capitalism, and ch 3 section 

2 on Classes in the Philippine Society’ 
Allow me however, to stress, as in my 
previously mentioned analyses of ihe pro 
blems in Indonesia and India, that the 
‘bureaucrat capitalists’ were not assumed 
to convitiuie a class or even a faaion with 
a basis of us own, but mainly indicate 
those capitalists or landlords—but also 
bureaucrats officers, and politicians draw 
ing on the class basis of. foi instance, 
capitalists—who utilised the state in order 
to promote themselves as captuhsis As we 
shall see later I believe this was one of the 
m i|or Idciors which paved the way for the 
lack of interest in democracy among the 
national democrats’ 

14 I he Philippine analysts were no more sue- 
lessful in specifying this pnmiematic con 
cept Ilian those within the Indonesian or 
Indian lati Ciuerrero (Sison) made his 
hest out ot whai Mao had stated, see 
Oucircro Philippine Soiiei} op cii 
p 24irr As usual the attempts at apply 
me economic distinctions relaied to ‘lu 
tionalist industrialisation' or capitalist 
relations ol production m Ihe country' 
(p 241) are insufficient and still lead—in 
the Imal analysis and when one presses 
political economists such as Ricardo ‘Dick’ 
Icricr relaied to Ihe national democrats’— 
to cl issificaiiuns based on various 
capitalists views on the political lines 
of diilcicnt oiganisations Interview 
March 21 I99t) 

15 I he limits were o( course, difficult to iden 
Htv This opened up for skilful political 
manoeuvring Sison himself was (and is) 
dot malic wuh regard to the basic theses 
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but very open to nuMt actioiK by different 
actors dnd movements as long as they do 
not challnige the leading role and ideology 
of the ‘national democrats’, and dunng the 
early and mid eighties he criticised so 
calM sectarian positions among the 
'national democrats’ Discussions and 
interviews with Sison (February and 
October 1987 and May 1990) as well as 
with dissidents who opposed the boycott 
decision (May 1990), cl, also what Sison 
had to say as late as in January 1986, 
Midweek, January 15-22, 1986 

16 These ideas of initiating a popular upns 
ing presume that a lot o( people would 
fmlow suit when the oppressive forces in 
a village or an area had been undermined 
or ‘eliminated’ Interestingly enough 
however, the discussions about the 
possibilities of Igniting the spark seems to 
have been rare and the existence of at least 
potential revolutionary situations taken 
almost for granted One of the scholars in 
the rield, Armando ‘Buddy’ Malay Jr, even 
suggests certain similarities with the Latin 
American ‘foco strategy’ of generating 
mass support by armed actions (Interview 
March 19, 1990) (Cf also his ‘Some 
random reflections on Marxism and 
Maoism in the Philippines’ in Marxian in 
the Philippines—Marx Centennial Lei 
tunes, (Quezon City Third World Studies 
Centre, University of the Philippines, 
1984) When pressed on this point (“How 
do you know that there is a revolutionary 
situation'*’’) Sison could only offer rough 
indicators such as an inability of the 
goveriunent to rule the country, grave 
oppression of the people etc (Interview 
May 3, 1990) This is remniscent of the 
problems experienced by the so called 
Naxalites in India, see the second volume 
of my What's Wrong with Marxism^, ch 3 
(At least at present, the guerrilla leader 
Dante takqa quite another stand to which 
1 shall return below) 

17 When later on the liberation of Saigon 
look place it seems to have been a good 
illustration of what the ‘national 
democrats’ would like to think could hap 
pen also in the Philipi»nev 

18 ^ e g, Guerrero, The Philippine 
Society , op ci, pp 276-86 

19 I draw on William Chapman, Inside the 
PhUI/^ne Revolution {Londan IBBtuns 


and Co, 1988, pp 64-67 and 78ft fones, 
Anf Revolution , op cit, p 26ff, and 
hrancisco Ncmenzo ‘An Irrepressible 
Revolution The Dechne and Resurgence 
of the Philippine Communist Movement’ 
(Manuscript, no date—mid-eighties), 
p S4fl, as well as on interviews with Dante, 
January 1 and May 25-26,1990 (With 
regard to Dante and the Aquinos While 
Dame led impoverished peasants who in 
pioiest againvi appalling conditions pul 
file i»the adjacent sugarcane fields at the 
hacienda Luisita, young lady Corazon 
grew up in the saloons of the mansion 
among landlords and businessmen, in 
eluding one who was to become a real 
favounle of Maaos But Cory married a 
son at the hacienda in C oncqxnon, not far 
away He was Benigno ‘Ninoy’ Aquino and 
grew up to be a radical libnal politician 
who saw Marcos as the mam enemy, and 
who developed close relations with 
popular leaders in Tarlac such as Dante 
I shall return to later pans of this story) 

20 Two illustrations only, to avoid further 
gossiping “Dante is good at minor tac 
tics not strategical" (interview May 5, 
1990) and “Sison was a good interpreter 
and compiler of books from whom I never 
got anythmg practical and who was a bit 
of an adventurer” (interviews May 25 26 
1990) 

21 Interviews, May 5 and 6, 1990 

22 I shall return below lo Dante’s present 
project 

27 I am thankful fo' comments on preli 
minary versions ot the following inter 
pretations from Armando ‘Buddy’ Malay 
Jr, March 19,1990 and Sison, May 5 1990 

24 Interview with Sison, May 5. IW 

25 When I think about the fact that the 
devastating boycott deasion was not even 
taken by the politburo but in a 3 2 vote 
by the executive committee; or contemplate 
a plausible and serious decision m 1971 
which may not have been taken by any 
organ at all I cannot but remember the 
way in which some of the leading members 
of the<PKI m Indonesia seemed, in a 
similar fashion, to have handled the more 
or less provocative information that 
coupattempts were on their way in October 
1965 See Olle Tomquist, Dilemmas 
op at, Ch 18 

26 Cf. P N Abinales, Hie Uft and Other 


Forces The hbfluie and Dytiamies of 
pte-1986 Coalition Politics’, m Marxism in 
the Philippines. Second Senes, (Quezon 
City Third World Studies Centre, Univer¬ 
sity of the Philippines, 1988) This caus¬ 
ed, tor instance, the attempts in the early- 
eighties, by Horaao ‘Boy’ Morales, et at, 
to broaden the National Democratic Frotoi 
to run aground, (I shall return to this later 
on when discussing the so-called popular 
democrats), and turned Bavan, a legal 
coalition ol radical cause oriented groups, 
into an almost exclusive ‘nat dem’, set-up 
already at its founding congress, not to 
talk about the state of affairs when the 
boycott decision had been enforced (Inter 
view with Karina Constantino David of 
one of the groups who departed at the con 
gress, March 28, 1990, Documents of the 
Second National Congress of the Bagong 
Alvansang Makabayan (Bayan, 1986), and 
interview with Ftta Rosales, leading 
member of Bavan, March 23, 1990) And 
It was almost tragi-comical to hear in 1990 
a leading member of this and similar 
organisations saying that contemporary at 
tempts at more open attitudes had been 
approved ‘from below’, which has nothing 
to do vvith the grassroots but signals the 
underground top leaders (Interview 
Quezon City, March 1990) 

27 Armed revolutionary forces had actually 
advanced to what is now the campus of 
the University of the Philippines in 
Diliman, Quezon City, Greater Manila 

28 interviews January 19 and March 14,1990 
It IS unfortunate—and mierestmg—that a 
recent critical assessment with ro PKP 
connections, of US policies in these mat 
ters, which goes back to the forties, does 
not discuss similarities between the dilem 
mas of the Left m, on the one hand, the 
late forties and early fifties and, on the 
other hand, the mid eighties Sec Walden 
Bello, US sponsored low intensity conflict 
in the Philippines, Food hirst Development 
Report No 2 (San Francisco The In'tiiute 
for Food and Development Policy 1987) 

29 For recent scholaily contributions, see for 
instance Rene E OIreneo, Capitalism in 
Philippine Agnailture ((Quezon City 
Founttation for Nationalist Studies, 1980) 
and by the same author Deregulation and 
the Agrarian Crisis, (Quezon City 
Institute of Industrial Relations, 1987) 
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30 Ituerview with Lava, March 14, 1990, Cf 
alto the exientive wmingt of Rmto Con* 
stantmo, though 1 am not aware of any 
ttraight-forward political conclutlon^ in 
them 1(11 a brief interesting prediction 
with some relation to the issues of 
democracy, see his The Philippines after 
Marco\ (Cebu lug Am Student Publica 
non ot UP College, 1985) 

11 for a brief inieiesting review of the Philip 
pint debate, see Virgilio Rojas, The Mode 
ot Prod union Conirover<,y in the Philip 
pines. Anatomy of a I mgering Theoretical 
Stalemate a Comparative Analrw and 
Evaluation, (Stoikholm University, 
Department of Ltonomic History, 1989) 

32 Meanwhile, the scholars and auivists in 
sisiing on the tlassital Marxist analysis of 
the international expansion of capitalism, 
concentrated on validating the importance 
ot a so called new international division 
ot labour In addition to anti imperialism, 
the direct political consequences which 
loltowed from analyses of industrialisation 
were naturally lelated to the role ot the 
working class, including its struggle for 
basic rights, and not primarily to the issue 
ol political demcKracy even if, ot course, 
the role ol ihc stale was mentioned (See 
loi instance the writings of Rene Ofreneo, 
and ct Pctei 1 imqueco, Hruce McFarlanc, 
and Jan Odhnott, labour and Industry in 
ASEAN (Manila Journal of Contem 
porary Asia Publishers 1989)) 

11 ioi ihis and the tollowing two paragraphs 
I am thanklul foi discussions with HUnclolf 
David, head ol the Ihird World Studies 
C entre University ol the Philippines 
(lamiarv 18 and March 20 1990) others 
with this tendency and with Ed ladem 
(especially March 12 and 14, 1990) and 
r raiicisco Dodong Ncnicn/o (March 23 
1990), though their political background 
IS partly dittereiit lor relevant research 
related to the dependency pcrsiseciivc see, 
tor instance l\>liluat Economy of Philip 
pine ( uminoditiey (Quezon ( ity I ‘P 
Ihird Woild Studies Centre 1981) most 
of the Research and Working Papers 
published by ihe same centre, and its 
journal Kouirinlan which alv) include 
discussions on political implications 

14 Sec lor instance karma C onstaniino David 
Cummunil) Organisation and Peoples 
Hirticipaiion paper for the Dag Hanimar 
sk lold I ouiidation Uppsala, 1984 and by 
Ihe same author thi Nett Politic y 
lewons from the IJtnuHrail! Strui.'i:h r 
thi Philippiney (Quezon City no 
date- l985->) 

15 C f Randoll l)avid 1 he I heory and Prac 
lice ol Unarmed Popular Resisiancc 
paper to seminar on p* opic s rcsjionscs lo 
political and econon'ic changes Ocicihci 
12 16, 1984 Salam Muntilan Central 
lava Indonesia 

16 For instance Alex Magno wrote his MA 
thesis on ‘Relative Autonomv and the 
Philippine Authoiiianan Stale (Uiuvcisiiv 
ot the Philippines IXparimeni of Political 
Science 1982) 

37 Alex Magno, with peisoiul political cx 
pericnccs has serious doubts about this 
himscll Interview Match 12 1990 

18 Ioi a niuic elaborated critical discussion 
on this and other attempis to approach ihc 
stale sec the first volume ot mv U hat y 
Wrong , op cii, l h 5 

39 For intcresiing perspectives on this see Den 
Anderson's ‘Cacique Democraev in the 
Philippines Origins and Dreams m V( w 
Left Revien, No 169, 1988, csp p III 

40 Cf, Randolf David, ‘No Participation in 
Elktions Under a Dictatorship, speech 
delivered at the kongreso ng 
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Mamamayang Pilipiiw (KCWPLfk) Con¬ 
gress, lanuary 7, IW, and FranciM.o 
Nemen/o, ‘Ihe Left and (he IVadittonal 
Opposition’ in The Philipptnes after 
Marcos, (eds), R J May and Francisco 
Nemenzo (Sydney Croom Helm, 1985) 

I am also thankful tor interviews with 
Randy David (March 20, 1990) and 
Dodong Nemenzo (May I, 1984) 

41 Ricardo D ierrer, ‘When Capitalism is 
Not’ in Con/uncture, Vol 1, No II 12, 
December 1988 C f ‘Theoretic and Pro 
grammaiK I ramework for the Develop 
ment of Underdeveloped Countries' in 
New Progreyyiye Renew, Vol 1, No 2,1987, 
and ‘1 he Political I conomy of the Aquino 
Regime I rom I iberahsm to Bureaucratic 
Authoritarianism’ in Diliman Review, 
Vol 15, Nos 5 and 6, 1987 

42 For Ftrrei s earlier writings, see lor 
instance his articles in New Philippine 
Review, Vol I No I, end Vol I No 2, Vol I, 
No 1,1984 and ‘On the Mode of Produc 
tion in the Philippines Some Old 
Fashioned Questions on Marxism in 
Marxism in the Philippines Marx 
Centennial 

43 Interview, March 21, 1990 

44 Sec mv Oilemmay , op cit, and the two 
volumes ol H hats Wrong , op cit 

45 lb>d 

46 When nothing else is staled I draw mainly 
on Armando Malay Ir, The Dialectics of 
kaluwagan Uhoei of a 1978 Debate, P N 
Mnnaies, The left and Other hones Ihe 
Nature and Dynamics of Pre 1986 Coali 
non Politics and Alex Magno ‘Ihe 
Filipino letl and the Crossroads Current 
Debates on Strategy and Revolution' in 
Marxism in the Philippines Second 
Senes , op cil, Oregg R Jones, Red 
Resolution op cit, p llOft and Ch 10, 
and interviews with Armando Malay 
(March 19 1990), and Alex Magno 
(March 12, and 12, 1990) 

47 Sison was captuied in late 1977 but par 
ticipated in Hit early debate Cf, his state 
mint in lose Maria Sison and Rainer 
Weiniitg Thi Philippine Resolution The 
leader I ku (New York Crane Kussak 
1989) pp 1011 

48 Interview M i\ 14 1990 

49 CiaggR Joins RedRevoluiion ,opcii, 
p I48f( «l also liberation, Vol XII 
Nos 1 and 2 1984 and the Evaluations 
in Vol Ml Nos 4 and 5 1984) It shot Id 
also be noltd ihal while (he opposition 
against Marso won almost nothing in 
terms ol sc Us III i9''8 (he gams wett 
subslaniial in I9S4 

50 When nniliiiu else is slated I diaw tnainlv 
on (iicgc K hmes Red Resolution 

op ell thP W illiam C hapnian Inside 
thePhilippiiii open pp 229 11, and 
the two tiuplic lied discussion papers from 
1986 bv Mills \ ill ilobos Where Ihc 
Parts I iluisd ind Onihi Insurreclional 
Siraicgs ill I’arilkhsms The Philippines 
now iiid 1 I Sals idor in 1979 80 in 
Piaktikii IS ihcuieiical lournal published 
by tiu ( I’P Nilionill ih tn Commission 
whiih ai pciitu w ih isso issues) Vol I 
No 2 I9m uid ( ounici Insurgency and 
Ihc lYot Ic s W II III I I Salvador in 
Kasaiinlan \ol 1 No 1 198"’ sup 

piciiiciilul bs nUcisiews with Mtx M igno 
Maicli I 1991 I also his Tht lilipino 
/«/; s| cii p 8111) and with Id 
fadem Much 12 and 14 1990 

5| Includiiic I soling intclleclual activist who 
was sciii licin Manila laier on became a 
maioi idtulogiic among the insurKc 
tiuiusis iiid in some writings used the 
name ol Mart» Villalobos 

52 Sison as will as Dante wcic detained bui 


1991 


H » Still Interesting to note that btuh 
regarded the ‘msurrecltomst’ hne as 
‘adventurous’ (Sison) and ’romantic’ 
(Dante) bison and Werning, Ihe Phihp- 
pine Resolution , op cit, p I29f, and in¬ 
terview with Dante, March 26, 1990 

53 With the name of Rudolfo Blazon 

54 See the mentioned discussion papers by 
Villalobos, especially Where Ihe Party, 
pp 7 and Ifl II 

55 I am drawing on discussions with and the 
writings of Bosco Parra, see eg, his 
‘labour and Democracy in Chil^, in 
Strategies and Practices. Workers in Thud 
World Indusinalisation, ed Inga Brandetl 
(Macmillan, forthcoming) 

56 Cl Oregg R Jones Red Revolution , op 
cit, pp 268 275 

57 When nothing else is stated on the united 
iront policy, see P N Abinales, ’The Left 
and other foaes The nature and dynamics 
of pie 1986 coalition politics’, in Marxism 
in Ihe Philippines Second Senes , op 
cit, William Chapman Inside Ihe Philip¬ 
pine Revolution, 214-229, and Gregg R 
Jones Red Resolution , op cii, Ch 13 

58 Named aftei an old political leader, 
Marccio H del Pilar, 'Who Struggled 
Peacelullv for Reforms but Remained 
Open to the Revolutionary Option’ 
(Quoted from the cover of the second 
Plandel Paper see next note 

59 Foi this and the tollowing, I am mainly 
drawing on interviews with Horacio 
Morales, March 27. 1990 and I d de la 
Torre May 1,1990—supplemented 1^ in¬ 
terviews with Isagani R Serrano, leading 
‘popular democrat’ and Clark Soriano, 
director ot the Institute for Popular 
Democracy, March 20, 1990—and the 
Plandel Paper's, No 2, August 1984, and 
No 1, April 1985 

60 See especially Plandel Papers, No 2, Ihe 
quotation is from p 2 

61 I shall, however return to how it was pos 
sible for ‘national democrats’ to analyse 
the 'popular democrats in such terms 

62 Which was associated with the concept of 
'national democracy’ 

63 One of the ways in which Sison accom¬ 
modates the ’popular democrats’ is, 
however, to say lhai they “Suggest a Better 
form ot Bourgeois Democracy", and Ihal 
“Initially Ours is Bourgeois Revolution” 
Interview May 3, 1990 

64 f I also Ed de la Torre, Ihe Pohius of 
Popular Democracy (institute for Popular 
Democracy Quezon City, 1986) 

65 See especially Plandel Papers, No 1 

66 Ibid, especiallv p 34ff 

67 The ‘popular democrats’ were of course 
right in saying that the ‘national 
democrats' were not by definition against 
elections but simply claimed that one 
should only participate when and in such 
a way that, the strategic means and aims 
were not undermined but instead sup¬ 
ported Discussions about critical par- 
IK ipaiiun in elections scheduled for 1987 
were actually under wav ( f Plandel 
Papers No 3, P 32ff 

6S Interestingly enough, the 'populai 
democrats’ had previouslv recalled Ihe 
wavs in which Washington had managed 
to out manoeuvre the Left as far back as 
the early fifties by employing similar tac- 
iics See Plandel Papers, No 2 p 6ff 

69 Sit cspecailly Plarulel Papers, No 3, 
p 10ft 

’’() 1 should also be mentioned that, among 
others, Dante, the founder ot the New 
People's Army, who was isolated m deten¬ 
tion, tried to reach out with similar pro¬ 
positions I shall return to Dante and his 
ideas 
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External Liberalisation and Import-Dependence 

A Note 

Sunil Mani 

This note examines whether the impori-dependenie of the indusinai sector has increased in the post-liberalisation 
phase compared to the earlier period. The firsi section oj the note considers the methodology of computing the 
import-dependence of the industrial sector, while the second section presents and interprets the empirical results. 


INTRODUCTION 

AN important facet of the economic policy 
shift in the 1980s has been the reduction in 
the discietionary role oi government in in¬ 
dustrial planning Relaxation ol government 
controls or doing away with contcols 
altogether has been an important and in 
tegral part of this strategy which came to be 
epitomised as economic liberalisation A ra¬ 
tionale of this policy shift was the desire lo 
enhance the export competitiveness of large 
sections of Indian industiy I here are two 
components to this liberalisation internal 
and external The mam component of inter 
nal liberalisation is reducing the domestic 
barriers to entry while external liberalisation 
encompasses a number ol facets like libera 
lisation ol the import regime lor exporters, 
extension ol fiscal and monetary concessions 
to place Indian exporters on par with then 
foieign competitors and tiiiallv rationalisa 
tion and simplification ol export-import 
procedures T he belief was that such 
liberalisation of controls over imports would 
make available the much needed capital 
goods and raw materials to the exporter who 
would in luin produce quality goods for cx 
ports While cxpoits may base responded to 
some extent lo these policy changes, the 
trade gap still averages around Rs 6,000 
crorc, especially since the mid-1980s This 
failure of exports to catch up with the im 
ports has resulted in the so-called ‘foreign 
exchange crunch’ which is bothering policy 
makers so much these days 

The manufacturing sector has registered 
an impressive growth rate ol over 8 per cent 
during the 1980s' A view has also been ex¬ 
pressed that much of this growth has been 
import-propelled^ and the maintenance of 
this high growth in the years to come is likely 
to be difficult It import curbs are to be im 
posed in response to the foreign exchange 
crunch If that be the case, the high growth 
late registered in the 1980s is hardly sus¬ 
tainable and the entire liberalisation process 
would prove to have had the eflecl of mak 
ing the economy import dependent 

Against this brief background, the pur¬ 
pose of this note' is to examine whether the 
import-dependence of the industrial sector 
has increa^ in the post-liberalisation phase 
compared to the earlier period. The note is 
m two sections. In the Tirst section we con¬ 
sider the methodology of computing the 
import-dependence of the industrul sector 


while the second section presents and inter¬ 
prets the cmpiiicdl results 

I 

Wc employ i sciii' of indices to measure 
the import dependence of the Indian in¬ 
dustrial seeior lly the industrial sector wc 
mean boili prieatc and public sccloi cntei 
prises We liavi lesirictcd our exeieisc to non 
finaiieidl e'liicipiists in both sectors and, in 
the cast of piihlu seeior, we include only the 
non linaneial, non departineiital ciilcrprises 
In shoi', lilt esftise is leslritied to 
tnanuliKliiiing enieipriscs in the iwo scxiors 
I he data on i>tiv,m sector enterprises are 
from tile "f inanees of i aige Public I imiied 
( ompanies” hiouchl out by the RBb* and 
for the public seeim ilies are culled liom the 
Piibtii /mtr>if/sic Sn/iey released by ihc 
Bureau ol Puhli. fnterpiiscs 

Ai iht ouisel It IS necessary to discuss the 
peiiodisaiion of the liberalisation measures 
This IS not exactly an ca.sy task beeause there 
die dilfercni policy measures which are sub 
Slimed under the general label of ‘external 
libctalisation‘ and these measures have been 
introduced ai various points of time 
Howcvci, one of tht must important com 
ponents of external liberalisation refers to 
the lelaxaiioii of controls on thcninpori ol 
capital goody This tan be seen from Table 
1 which presents ilit trends in ihe number 
of capital goods placed on the Open Cieneral 
1 itence ((Kil ) and the relatise shaic of 
capital goods imports in total imports 1 he 
table suggests that external liberalisation 
reached iis peak around 1985 86 'he relative 
shdie nl capital goods imiHirts and the 
number ol capital eiKids placed on Ihe 0(il 
have incicasod signilitanily aliei 198*' 86 
1 he average 'cljtive share ot capital goods 
itnporiv increased by nearly 10 pcrcetilagt 
pisints Irom .iboul 18 pel ceni during 1970 71 
through lOB*! 86 lo about 28 |Kr cent dui 
ing 1986 S ihrough 1988 89' Stiiuldrlv, 
there was a 26 lui cent 11 rea'e in the 
nuinbei ol c.ipiial gmvds placed on the (Kil 
in 1985 86 Ihe larges' such increase in the 
dcs adc 1 loiii ilus ii tan leasonably be con 
eluded thai I98s 86 was the vear when maioi 
changes in externa! iberalisdtion weie el 
Ictied So, lai ihe puiposc of our fimitc'd es 
Cicisc ol .iiitiU|yiink' o measure tlic import 
dctcndcnce oi ilu industrial sector, wc con 
sider the p« nod 1986 87 through 1988 89 as 
Ihe posi-hbcialisation phase 


Turning to measures of import- 
dependence, wc consider three such 
measures below 

(1) Set tinvign Exchange li\flow Rate 
(Nf IR) I his IS basically the ratio of net ex¬ 
ports to total exports of a specific industry. 
It should be mentioned that here we are con¬ 
cerned only with exports of commodities. 
I he weighted average of these foi the various 
industries during a vear will provide us with 
the NTIR lor the industrial sector as a whole 
during d vear In symbols 

X. «. 

NFIR. —- 

where Nl IR net foreign exchange in¬ 
flow rate for the i*'' 
industry 

\ exporis of the i"' industry 
I - imporis of the i'*' industry 


I XHI I I Nl MKIROrCSPIIXI ClOOOSiKMSON 

(Kil sNu V Mill Ol c APnsi. Goods 
Imports 


Tear 

Value of 

Number of 


C upital (loods Capital Cioods 


Imporis 

Items Placed 
on OGL 

1 

2 

1 

l«r7(i ’I 

16S (24 17) 


1674 •'S 

696 (IS 40) 

Nil 

I9‘S ’(1 

91S (f 76) 

79 

I67h r 

1048 (20 6S) 

167 

16’7 IX 

ino (18 42) 

252 

IVX ■'9 

1228 (18 02) 


'9‘’9 SO 

1168 (fs 46) 

186 

I9M) 8) 

1821 (14 51) 

443 

|6S| h: 

)9W (14 49) 

551 

1682 hi 

2211 (|S 54) 

672 

16v1 St 

1174 (2005) 

754 

1684 8S 

102'’ (17 O’) 

950 

I6SS 86 

4084 (70 78) 

985 

I98(. h” 

62‘'9 (11 24) 

NA 

1687 8H 

61 IS (2' 19) 

NA 


67(1 (74 24) 

NA 


Nou I igures in brackets indicate capital 
kooJ* impoiis as per cent of total 
imporis 

Soun c\ t (ilumn 2—RBI Reporti on Cumn- 
<> and hnante. Volume II, various 
issues 

(olomn ^ -TWarld Bank, India, An th- 
dustruriivng Economy m Thmsuton, 
Report No 6633-iN. 1987. p 100. 
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(3$ Tkr A) 9 wrt-/Mimi<o> AitefllR): Thii 
ii mewund m the ntio of importi to net 
valae added expressed as a pereentaie la 
symbols: 

where HR, « import-intensity rate of the 
i'* industry 

1, ■> total imports of the i'^ 
industry 

NVA, net value added of the i'^ 
industry 


These two measures arc quite comprehen¬ 
sive at thqr bring out the relative share of 
total imports of goods to exporu and net 
wslue added respectively. Apart from the 
liberalisation of goods (viz, oqiital goods, 
raw materiai and stores and spares) •the 
govenunem had also liberalised disembodied 
technology imports not only through the 
mode of licensing agreements between 
ladian and foreign collaborators, but also 
having a more open attitude towards acquir¬ 
ing technology via the medium of direct 
foreign investment (DFI). This policy shift 
has bm discernible since 1978. However, we 
measure the direct economic cost of such 
disembodied technology imports during the 
post liberalisation phase (i e, 1986-87 
through 1988-89) and compare it with the 
costs incurred during the pre-liberalisation 
phase. It should be added that, strictly 
speaking, one should be comparing the costs 
during pre- and post-1978 phases. But for 
consistency we adopt the same periodisation 
(i e, pre- and post-1985-86), define the 
third measure dealing with disembodied 
technology imports-related payments as 
fbHows: 

(3) Direei Cost of Tichnology Imports 
Rate (DCTR): This is defined as the ratio 
of the sum of royalty, technical fees and 
dividends to net value added and expressed 
as a percentage In symbols: 


DCTR, = 


R, + T. + D. 


NVA, 


X 100 


where DCTR, - direci cost of technology 
import of the i"* industry 

R, royalty payments of the i"* 
industry 

T, « technical fees payments of the i'" 
industry 

D, w dividend payments of the i'*’ 
industry 

NVA, * net value added of the i"' industry 


II 

The behaviour of NFIR during pre- and 
post-liberalisation phases is presented in 
1kble2. 

Before we draw any inferences from the 
data, it is essential to make the following 
comments. The data pertain to over 600 
large public limited companies in the private 
corporate sector (having a paid up capital 
of Rs 1 crore and above). The numlm of 
firms in both the periods is about 600 and 


TaiuS: NrrI^KmRxi^AN0EiNieuwR«c(lhirantOQMi^^ 
Pas- AND FOBT-LtBCaALISiKnON 


Industry 


1 Tea 

2 Sugar 

3 Tobacco 

4 Cotton and 
blended textiles 

5 Silk and rayon 
textiles 

6 Aluminium 

7 Transport 
equipment 

8 Electrical 
machinery 

9 Non-clecincal 
machinery 

10 Foundries and 
engineering 
workshops 

11 Ferrous/tton- 
ferrous metal 
products 

12 Basic indusDial 
chemicals* 

13 niarmaceuticab 

14 Cement 

15 Rubber goods 

16 Paper and 
paper produtts 

Weighted 

average 


Fre-Libetriisation_ Post-Uberaiiiation 


1982-83 

1983-84 

1M4-85 Average 

1986-87 

1987-88 

1988-89 Average 

0.96 

0.96 

0.82 

0.91 

0.91 

0.92 

0.89 

0.91 

1.00 

0.88 

0.92 

0.93 

-4.33 

OjOO 

0.79 

-U8 

0.99 

0.98 

0.97 

0.98 

0.77 

0.81 

0.71 

0.76 

1.59 

-1.27 

-0.26 

1.04 

-2.15 

-0.03 

-0.41 

-0J6 

-257.00 

-215.40 

- 23.65 

-165.35 

-64.00 

-4.27 

-U5 

-23.17 

0.29 

0.25 

0.37 

0.30 

-0.37 

•4.38 

0.12 

-134 

-0.60 

-1.21 

0.73 

0.84 

-3.00 

-3.18 

-2.47 

-2.88 

-0.56 

0.65 

1.03 

-0.75 

-1.31 

- 1.61 

-0.92 

-1.28 

-1.50 

-1.48 

-1.09 

-1.36 

-1.89 

-0.64 

-0.31 

-0.62 

-8.54 

- 8.11 

5.16 

-7.27 

-6.20 

-6.29 

-3,18 

-5.22 

-3.69 

-3.49 

-3.67 

■ 3.62 

- 3.34 

-1.88 

-6.85 

-4.02 

-2.98 

-3.27 

-4.24 

-3.50 

-6.73 

-3.95 

-4.41 

-5.03 

-0.71 

-0.94 

-0.84 

-0.83 

-0.33 

-0.55 

-0.57 

-0.48 

0.08 

0.27 

0.47 

0.27 

0.25 

-0.02 

-0.63 

-0.13 

-4.76 

-3.28 

-2.56 

3.51 

-0.86 

-0.58 

-0.67 

-070 

-1.37 

-10.25 

-75.92 

-29.18 

-54.48 

-39.62 

-2U2 

-38.44 

--1.07 

-1.11 

095 

-1.04 

-1.65 

-1.13 

-1.08 

-1.28 

( -0.90) 

(-0.37) 

(-0.64) 

(- 0.64) 

(-0.36) 

(-1.35) 

NA 

t-0.89) 


* This is net of chemical fertilisers. 

Note: Figures in brackets indicate the equivalent NFIRs for central public sector enterprises. 

Sources: (1) RBI Bulletin, May 1987 and May 1990 

(2) Bureau of Public Enterprises, Public Enterprises Survey, Volume I, various issues. 


Tabi c 3: iMroirrlNTfNsiTv RATt (PaivAtr CoRPOBArtSKHw)—Par and Post I iw RAtivAriON 


Industry 

1982-8.3 

Pre-Liberaltsation 

1983-84 1984-85 

Average 

_J 

1986-87 

Post 1 iberalisation 

1987 88 1988-89 Average 

1 Tea 

4.60 

3.50 

3 47 

3 85 

2 73 

2 55 

3 45 

2.91 

2 Sugar 

0.72 

3 17 

0 73 

1.54 

210 

1028 

1.13 

4.50 

3 Tobacco 

4 C'oiion and blended 

8.24 

21.83 

6.01 

12.03 

7 51 

6 18 

5.31 

6.33 

textiles 

5 Silk and rayon 

29.31 

16.33 

1949 

21.71 

46 29 

31 53 

42.47 

40. iO 

textiles 

46.04 

2606 

13 68 

28.59 

25.57 

19.42 

13.67 

19.55 

6 Aluminium 

23.26 

48.28 

22 32 

31.29 

34.76 

102.19 

24.35 

53 77 

7 Transpon equipment 

36.75 

29.07 

30.21 

32.01 

35.30 

43.71 

39.33 

39.45 

8 Electrical machinery 

9 Non eleciiiial 

38 95 

37 38 

41.20 

3918 

41.86 

42.80 

45.12 

43.26 

machinery 

10 Foundries and 
engineering 

41 81 

40.89 

3616 

3962 

43.62 

37.33 

38.55 

39.83 

workshops 

II Ferious'non-ferrous 

67 55 

73 49 

51 17 

64 87 

86.00 

79.64 

81.45 

82.36 

metal products 

12 Basic industrial 

57.75 

51.08 

35 12 

47.98 

26 88 

24.89 

43.10 

31.68 

chemicals* 

43.92 

46.83 

38 14 

42.96 

76 57 

62 55 

70.63 

69.91 

13 Phaimaceuiicals 

26.24 

26 83 

28 37 

27.15 

30.37 

27 98 

35.50 

91.28 

14 ( cment 

7 77 

1091 

13 72 

1 <80 

5 76 

8.41 

14.88 

9.68 

15 Kubbei goods 

16 Paper and paper 

4813 

42 91 

47 86 

46 30 

3968 

38.77 

48.05 

42.17. 

products 

25.21 

41.68 

65 82 

44.24 

74.56 

87.58 

89.09 

84.05 

Wcighk'd average 

34.00 

30.12 

28.64 

30.92 

40.07 

37.66 

41.60 

39.77 


* This is net ol chemical fertilisers. 

Source: Reserve Bank of India Bulletin, May 1987 and May 1990. 
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'tiuu:4! DmBcrCbCTiirTeciMouioy lMMiir.tiinM»fv lUTE(PRivAnCiMM>tArESErTOiti 
Pae- AND PosfLimiralisation 


Industry 


Pre-Liberalisation 



Post-Liberalisation 



1982-83 

1983-84 

1984-83 Average 

1986-87 

1987-88 

1988-89 Average 

Jiha 

OM 

1.09 

0.77 

0.92 

2.46 

2.19 

2.63 

2.42 

2 Sugar 

Nil 

Nil 

Nil 

Nil 

0.26 

Nil 

0.13 

0.13 

3 Tobacco 

4 Colton and blended 

4.76 

13.88 

2.21 

7,62 

2.80 

2.92 

2.14 

2.62 

textiles 

3 Silk and rayon 

0.78 

0.25 

0.32 

0.45 

3.01 

3.25 

3.24 

3.84 

textiles 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

6 Aluminium 

3,53 

10.33 

2.33 

6.06 

4.94 

3.16 

2.59 

3 56 

7 Triinsport equipment 

1.48 

1 40 

1.76 

1.54 

1.29 

1.49 

1.61 

1.46 

8 Electrical machinery 

9 Non-electrical 

2.24 

1.96 

2.21 

2.14 

2.58 

1.33 

155 

182 

machinery 

10 Foundries and 

2.56 

2.31 

2.09 

2.32 

3.14 

2.92 

2.48 

2.85 

engineering 

workshops 

0 78 

0.85 

1.93 

1.19 

2.26 

0.99 

0.60 

1.28 

11 Ferrous non-ferrous 
metal products 

12 Basic industrial 

1.33 

0.69 

0.81 

0.94 

161 

1.80 

1.21 

1.54 

* chemicals 

1.86 

1.86 

1.69 

1.80 

214 

2.55 

3.49 

2.73 

13 Pharmaceuticals 

2.36 

1.76 

1.77 

1.96 

2 36 

1.74 

2.n 

2.89 

14 Cement 

0.04 

0,05 

0.28 

0.12 

0.16 

0.20 

0.20 

0.19 

15 Rubber goods 

16 Ihiper and paper 

2.39 

3.32 

2.99 

2.90 

249 

3.65 

2.44 

2.86 

pioducts 

0.68 

1.29 

0.45 

0 81 

0 76 

0.97 

0.83 

0.83 

Weighted average 

1.59 

1.56 

136 

1.58 

205 

2.04 

2.33 

2.14 


SouKT. Reserve Bank of India Bulletin, May 1987 and May 1990 


approximately 70 per cent of the companies 
covered in the pre-liberalisation phase are 
repeated in the post-liberalisation phase In 
other words, the computations are by and 
large based on the same set of Hrms. With 
this caveat, the following points emerge from 
’able 2; 

(i) the NFIR has increased by about 23 per 
cent in the post-liberalisation phase* 
implying that the import-dependerice of 
the sector has increased; 

(ii) though in terms of magnitude the NFIR 
of the private sector is much higher 
than the public sector, the rate of 
growth of the latter is higher; 

(iii) within the private seetbr, the NFIR of 
more than two-thuds of the industry 
groups has registered an increase dur¬ 
ing the post-liberalisation phase; and 

(iv) among the industry groups the one 
which has registered the highest growth 
mte in NFIR is the transport equipment 
industry—its NFIR has risen by 243 per 
cent, this is understandable as most of 
the external liberalisation policies were 
directed at the capital go^s sector in 
general and the transport equipment in¬ 
dustry in particular. 

All the above inferences refer to the 
relative Inwhof NFIR during pre- and post- 
Kberalisaiion periods. But if one were to 
analyse the dinetion <4 movement of the 
NFIR within the post-liberalisation phase, 
after showing an initial increase in 1986-87 
in response to the policy shock, the NFIR 
for the next two years hu been declining in 
the aggregate But wiiiuo the various in¬ 
dustry groups, cxcetMing for two (vit, silk 


and rayon textiles) for a maiority of the in¬ 
dustries it has been fluctuming. So, based 
on the direction of movement of the NFIR, 
it is difficult to deduce that import- 
dependence have gone up in the phase while 
ba^ on the average level of the NFIR one 
can say that it has indeed risen to a higher 
level. One should of course bear in mind the 
short period under consideration while 
drawing these inferences. 

Finally, a major problem with the above 
data base is that they do not include import¬ 
intensive indusines like electronics and 
telecommuitications.^ Had we included 
them, perhaps the NFIR for the post- 
liberalisation phase (i e, the direction of 
movement) would have shown consistently 
an increase.' 

We now turn to the other measure of 
import-dependence, viz, the share of imports 
in net value added Cftble 3). The table con¬ 
firms that the rate of import-dependence has 
increased and in fact has (tone so by as much 
as 29 per cent in the post-liberalisation 
period. The HR of most of the industry 
groups has increased. The three industrial 


groups, cotton and blended textnei, 
aluminium and basic industrial chemicals, 
have registered high growth rates of over SO 
per cent. In the case of ostton and blended 
textiles much of the imports may him been 
for modernisation of the mills. As a matter 
of fact, the NFIR for this sector, though 
negative in the post-liberalisation period, 
had registered a fall of nearly 17 per cent. 
The increases in the HR for aluminium can 
be attributed to the large-scale imports by 
the giant public sector unit. National 
Aluminium Corporation (NALCO). The 
NFIR for aluminium had shown a massive 
increase and same is the case with basic in¬ 
dustrial chemicals. 

Finally, w analyse the rate of direct cost 
of technology import during the two phases 
(Table 4). The DCTR, like the previous two 
measures, shows an increase. Among*The 
three measures of import-dependence, 
DCTR has shown the highest increase of 
nearly 33 per cent. 

Thus the three measures used in this note 
would suggest that, the level of import 
dependence, variously defined, has shown 
an increase in the post-liberalisation phase: 
In fact, the nse in import-dependence would 
be seen to have been much higher had we 
included industries like electronics, telecom¬ 
munications, etc, where the import- 
intensities are known to be very high. A 
much more disaggregated data base would 
also give us more insights into this aspect. 

Notoa 

(Thanks are due to K K Subrahmanian, D 
Narayana, Anand Raj and B G Kumar for 
helpful comments on an earlier draft, to, 
} Sreekumar for computational assisuuice and 
to D Ginja for word processing. All remain¬ 
ing errors are my responsibility.] 

1 See for instance R Nagaraj; ‘industrial 
Growth, Further Evidence ai^ towards an 
Explanation and Issues’ in Economic and 
Milkal Weekly, Oaober 13, 1990, pp 
2313-32. 

2 Number of commentausrs on the growth ex¬ 
perience of the Indian economy have express¬ 
ed this opinion. But therehie not any studies 
providing empirical substantiation to this 
statement. 

3 The impetus for wnting this note came from 
two articles by N Chandra Mohan in The 
Economic Timer (March 3 and April 1,1991). 
Chandra Mohan himself was prompted to 
write these articles by a paper (supposedly 
based on official statistics) that “has been 


Tabi i A. Cawtai OrxiDs Imidri Api'rovais 


Industry 

1986-87" 

Value (Rs Crore) 
1987-88 

1988-89 

1 Man-made fibres 

155 68 

40.97 

154.42 

2 Chemicals and peiroteum 

223 91 

298.34 

275.67 

3 Iron ore and iron and steel 

135.76 

78 63 

52.% 

4 Cement, rciaimcs and refractories 

82 45 

54.49 

110.74 

5 Electronics 

135.83 

83.55 

51.84 

Total (including cuhers) 

1110.92 

980.25 

1084.20 


Sourer. Annual Report, Department of Industrial Development, various issues. 
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iMciy ciiculutinf in the pohcy-making (eveit 
of the government" vvhich ihowed • decline 
or at best stability m import-intensity in 
lodm’s industrial production W; have essen¬ 
tially used the data base employed by C'han 
dm Mohan (especially in his second article), 
expecting that he has taken into account only 
the post liberahsation phase Second, the 
measures of import-dependence that we have 
employed are more comprehensive than the 
ones used by him 

4 See Reserve Bank of India' Bulletin, May 
1987, pp 762-70, and May 1990, pp 719 70 
Tliese companies logtiher aiiouni for nearly 
50 per cent ot the paid up eapiial oi the entire 
private corporate secioi 

5 It will be quite instructive to tind out which 
sector IS accounting for the largest share ol 
these increases in capital goods imports 
1 hough the Klil data base relied on by us 
does give induary wise data on actual capital 
goods impoits, the classilicalion therein is 
too aggregative to assess the above mean 
ingfully However capital goods imports ot 
more than Ks I crore have to be cleared by 


the Capital Goods Committefe Data on such 
import approvals, indusiry-wiae; for the years 
1986-87, 1987-88 and 1988-89 are piesented 
in Ihble A 

6 Vk have seen that one reason for liberalising 
impoits was to promote exports. In this con¬ 
text It will be meaningful to analyse the 
behaviour of net exports m response to a umt 
ul imports It IS possible to empin'caliy 
measure this by defining a new index to 
miasurc tlie amount of net exports 1^ during 
a period to a unit of imports Making the 
counter tactual assumption that there is rero 
lag between imports and exports it can be 
shown that 

\ I, NllR, 

1 1 N1IR, 

Piool NllR, \ >, 

\ I \ NllR \, (I NllR,) I 
I NUR, - 


v'.-’s _!—-i-jfa. 

I, t, i-Nns, 1.1^ 

Using the data in Ihbie 2 it is seen that the 
negative net exporu to a unit of imports have 
increased by as much as 10 per cent in the 
post-ltberalisatwn phase, (i am grateftil to 
D Narayana for the suggestion). 

7 Thu IS based on Bureau of Industna) Coats 
and Prices (BICP), Report on Bectronks, 
Studies on the Structure of the Industrial 
Economy 6, Ministry of lndusli% New Delhi. 
1987 

8 But data on imports of electronic items into 
the country are not available The depart¬ 
ment of electronics in its annual report 
publishes only data on production and ex¬ 
ports For a comment on the estimation of 
impoits of electronic items, sec K J Joseph 
‘Growth Performance of Indian Electronics 
under Liberalisation’ in Economic and 
Mitual ikeeklv, August 19, 1989. p 1919 
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DISCUSSKm 


Appropriating Ambedkar 

Gopal Guru 


IT is not surpnnng to receive reactions to 
nqi report ‘Hinduisatton of Ambedkar in 
Maharashtra’ \EPW, February 16) from 
SHDeshpande [EPW. April 27] and 
Dhammachan Lokmitra \EPW, May 18] 
repiesentinf two diffeivm religious forces 
Both of them have tried to argue that 
Ambedkar still fits into their scheme ^f Hin 
dutsation and spiritualisation respectively 
But careful and unbiased reading of 
Ambedkar provides a lot ol scope to 
counter-argue that it is difficult for either 
Deshpande or Lokmitra to appropriate 
Amb^kar Because the fragile logic of their 
rejoinder does not seem to support their 
motive of co-opting Ambedkar 

Deshpande raises two major points in his 
reply According to him I did not Mke 
into consideration the difference between 
‘Hinduism* and ‘Hmdutva’ Secondly, he still 
holds the view that there is a possibility of 
comparison between Savarkar and Ambedkar 
but for such comparison Deshpande shifts 
the responsibility on somebody else who 
cannot be said to have either adecjuatc or 
unbiased understanding of both Savarkar 
and Ambedkar 

Deshpande, taking clue from Savarkar 
argues that “I he term Hinduism means the 
Hindu, religion or moie properly, the Vedic 
or Sanatan Dharma Hmdutva on the other 
hand means the quality or property of being 
a Hindu i e, one who belongs to any of the 
several theological or philosophical sects 
born in India Thus, Hmdutva embraces, 
Buddhist, Jains, Sikhs and members ol all 
other indigenous school of thought”|l| 
Deshpande argues that Savarkar did not 
want to protea Hinduism, but Hinduiva, the 
Hindu people 

The distinction between Hinduism as a 
narrow category and Hmdutva as a bioader 
category worked out by Savarkar and now 
defendni by Deshpande has problems at two 
levels Does Savarkar really consider 
Hinduism as a narrow, secondary and less 
importsmt component of his scheme of Hin 
dutva'’ The second problem is related to the 
soundness and viability of his definition of 
Hmdutva In fact, a careful reading of 
Savarkar’s core position on Hinduism and 
Hmdutva shows that an appeal m the name 
of Hindu religion and even caste becomes 
a mgjor programme lor Savarkar who feared 
the mass conversion of Mahars to Islam or 
Christianity 

For example, m 1910 Savarkar argued that 
should conversion take place among the 
Mahars, 90 per cent of them would resist this 
conversion because they would be polluting 
their caste and caste panchayat which they 
were proud of|2] Savarkar further argued 
that those Mahars who underwent conver¬ 
sion would be ostraased by their caste 


fellows and would consequently lose their 
caste identity[2] In a desperate bid to keep 
the Mahars within the fold of Hindu religion 
Savarkar advised the Mahars that the real 
progress of Mahars could be achieved only 
by remaining in the same Mahar castes[2] 
Moreover the need to protect his so-called 
‘Hmdutva’ from Islam or Christianity also 
renders Savarkar’s distinction between 
Hinduism and Hmdutva invalid because hr 
IS found using Hindu religion and Himiutva 
quite inteichangeabty|2] Thus, it is much to 
Deshpande’s surprise that Savarkar is not 
able to resolve the contradiction in which he 
IS found supporting the caste structure and 
Hindu religion on the one hand and trying 
to project Hipdutva devoid of any sub-caste^ 
and religious dimension on the other 
Savarkar’s strategy of dissolving more 
than 3,000 castes into one pan-Hmdu iden 
tity involves pan Hindu temples, pan Hindu 
dinners, inter caste marriages, anti 
untouchability programmes and the removal 
of injunctions on caste-ndden vocations and 
sea voyage|2J Thus, Savarkar seems to have 
admonished Hindus to break off the seven 
shackles that according to him hindered the 
progress of the Hindu society Did this pro 
gramme really denounce Hinduism’’ The 
answer to this question has to be m the 
negative because the anti-caste programme 
particularly relating to injunctions against 
inter caste marriage and advocating vedic 
rights for the shudras and ati shudras given 
by Savarkar did not have vigour and genuine 
thrust to attack the Hindu shastras and the 
caste system Savarkar s contention regar 
ding miei caste marriages looked to be so 
casual that he offered only a qualified sup 
port to such marriages, thus replacing the 
need for creating any conscious motis ition 
necessary lor the radical mobilisation of the 
people towards reaching the desired end(2] 
Similarly, Savarkar’s attempt to giant the 
study of vedas and vedu rituals to non 
Brahmins though apparently hberal may cf 
fcctively lead to the Biahmmisation of those 
non Brahmin castes thus according legi 
timacy to Hindu shastras[2] 

On the contrary, Ambedkar considers 
inter caste marriages as the effective means 
tor abolishing caste ssstemlsl Bui 
Ambedkar is also aware that intei caste din 
ing or even inter caste marriages au' not 
enough to eliminate ca >teism He was of the 
opinion that foi realiiing the desired goal 
ol lasteless socieiv 'hiuugh inter caste mat 
riages it is necessary v» destroy the belief in 
the sanctity ol Hindu shastras]3] And lor 
destroying this belief Ambcdkai suggests 
that people should not only discard the 
shastras, but they should deny their authori 
ty as Buddha and Nanak did|3] Ihus it can 
be argued here that socially radicil 


Ambedkar was very unlikely to be attracted 
by Savarkar whose proposal, according to 
one of the sincere ^varkantes. contained 
reformative zeal aimed at revival of 
Hinduism rather than its denunciationfd] 
Finally, it is interesting to know how the 
cultural component of Savarkar’s Hindlit- 
va defies not only its broader definition but 
It also renders the companson between 
Savarkar and Ambedkar once agam un¬ 
tenable As seen in the beginning Savarkn 
and his present day followers consider 
Buddhism, Sikhism and Jainism as the part 
of Hmdutva But the followers ot Savarkar 
miss the point that Savarkar refuses to ac¬ 
cord importance to these religions, par¬ 
ticularly to Buddhism, in his framework of 
Hmdutva For example, Savarkar seems to 
be despising early Buddhism on the ground 
that It diluted the strength of the Hindus by 
Its belief in non-violence which rendered 
people weak and incapable of protecting 
Hindustan from Muslims and the BntishfS] 
Savarkar’s perception of Hindus as weak 
and victimised accounts for his emphasis on 
struggle and violence But m contrast to 
Savarkar’s militant Hmdutva, Ambedkai't 
Buddhism preaches the principle of peace 
and non vioience. Thus an^. attempt to bring 
Ambedkar and Savarkar together is an 
absurd exercise which some of the 
Savarkarites seem to be engaged m[6]. 
According to Deshpande, Savarkar’s 
Hmdutva does not lefer just to rebgioos 
identity but is supposed to refer to the socio- 
cultural identity ol Hindus But socio¬ 
cultural identity dues not make sense unless 
It IS a part of the sell consciousness of the 
concerned community or it is a voluntarily 
accepted ideniitv by the commumty in ques¬ 
tion Otherwise it will not be a real identity 
but a fake imposed identity Hmdutva 
as understood by both Savarkar and 
De<hpande is not the pan of the self- 
consciousness of Buddhists, lams, Sikhs and 
so on and hence Hmdutva is an imposed, 
artilicial identitv for them 
Deshpande s argument is fallacious 
bccausf he Heats ihc cultural concept 'Hin- 
dune s as a kind sit empincal concept which 
can ht applitd 10 persons irrespective of 
their self identilisation Fven the so-called 
Hindus within vedic fold rarely identify 
ihemsel’cs as Hindus, though they volun- 
tiiily ideiitih themselves in terms of their 
casus 1 sen Ambedkar in the very first of 
his riddles in Hinduism points out the dif- 
liiultv ol knowing why one is Hindu The 
wssence ot his aigiunem is that a man who 
docs not belong to a recognised Hindu caste 
cannot be a Hindu]31 1 he question befoR 
‘Hindus as defined by Deshpande u not 
how to preset i/c then ‘Hmdutva’ which is a 
form without content, but rather how to 
become a true Indian and a true hunuui 
being by sympathising with different cuttunl 
ideniiites living in this country In fact thu 
IS a question before people belonging to all 
tchgions 
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DlwmMditri 

«ne oiiiior and (bw mi^ utttn[7]. While 
the nioor iinie is idauxi to my unilateral 
hat^odtion of ‘dalii’ identity on Buddhists 
id Mahaiashtra, the other four are serious 
hiMtttre becauK they tend to question the 
qWlily of dau on which I have based 
■W iuyument, and my perception of 
Amledkar's Buddhism and politics. 

‘ Before we take up the serious issues rais¬ 
ed by Lokmitra, let us quickly tackle the 
minor one Utkini objection to my use of 
the word ^lfadit*. Lokmitra argues that accor¬ 
ding to his experience Buddhists in 
Maharashtra do not like to be addressed as 
^daUt’. Ihie there is an urbanised micro¬ 
scopic class of so-called Buddhists which 
deepises the term ‘dalit’. It is generally 
obaerved that the Buddhists living in the 
vUlq^ and the slums do not object when 
Affltedkar is called ‘Oaiitancha Kaiwari’ 
(The metsiah of ‘dalit’ masses). Some 
rtsearch studies hgve also highlighted that 
Buddhists are moving towards much broader 
terms like ‘dalit’ without dissolving their 
Buddhist identity[8]. Thus, m the social and 
political life of the ‘dalit’ in Maharashtra the 
term Buddhist and Malil’ co-exist rather than 
contradict. In this regard, therefore, 
theaperience of Lokmitra seems to be 
absolutely localised. 

Now let us take up the serious issues that 
Lokmitra raised in his rejoinder. The first 
problem that Lokmitra raised regarding my 
report is that according to him 1 am ill- 
informed about the activities of Ihiilokya 
Bauddha Mahasangha Sahayaka Gana 
(TBMSC) and that my analysis of TBMSG 
to based on Vinay Kamble’s articles in 
Dhammalipi which according to Lokmitra 
are poorly researched. It is true that I have 
quoted from DkmmailpilMi Lokmitra does 
not prove its flimsiness either. However, 
without relying on Dhammalipi it is nill 
possible to prove how TBMSG is stripping 
off the pditical content of Ambedkar’s 
ideology and making ‘dalits’ insensitive to 
their flindamental problems. 

I have been conducting constant dialogue 
with TBMSG fcdlowers and have also writ- 
tn about its actiwties well before Vinay 
KanAle whose articles appeared in Dham- 
maUpiatiy from 1989 January(9]. However. 

I must accept that I somehow missed the not 
so easily accessible TBMSG issue of Coidea 
Drum which carried out almost an impar¬ 
tial reportage on Ambedkar's Riddia of 
Hladuism. It is not clear from Lokmitra’s 
rejoinder whether TBMSG took up the issue 
of Riddles... and protested against the 
Maharashtra government’s partisan attitudes 
on Riddles in its ‘Dhyan Sadhana’ clau 
room. Neither is it clear from Lokmitra’s 
reply whether TBMSG followers physically 
participated in the protest march popularly 
known as ‘Bhim Match’ in 1987. Suppose 
the TBMSG followers participated in pro- 
Riddle ‘Bhim March', thus giving the benefit, 
of doubt to Lokmitra, but this participation 
as an extra parliamemary activity involving 
direct confronution with the government,, 
in fact, runs contrary to TBMSG’s ‘Dhyan 


Sadhana SUbirs* udiicb seek m defnic aodal 
tension through meditation rather than con¬ 
frontation with the party in question, thus 
the qiiritugl situation rhiminating every 
aspect of Buddhist teaching either in Mham- 
ma’ classes or formal meditation class 
naturally limits the effectiveness of the pro¬ 
test, if at all it is registered by TBMSG in 
Its meditation classes. 

On the contrary the Buddhist ‘dalit’ 
followers of Ambedkar and other pro¬ 
gressive elements in Maharashtra fought for 
the retention of Riddles . written by 
Ambedkar at every level of protest ranging 
from writing protest letters and articles in 
newspapers to physically participating in the 
‘Bhim March’. Even the Buddhist monks did 
not lag behind in condemning governments’ 
anti-dalit attitudes on the Riddles issue, in 
the most militant language and physically 


pattidpMini In the HMm Ml 

Bomb«y[IOl. Consaquent iipoii iMi mM 
protest the sute government had to retain 
the riddle section of Ambedkar’s writings. 

It is in this context that I reassert that 
TBMSG’s activitict lead to the kUling of 
political inittativeof ‘dalits’ who are trying 
to confront tinf state and other conmunal 
forces not througliliw meditation but on thCi 
street, well outskfe the Tour wallt of Dhyan 
Sadhana class room. In view of the grow¬ 
ing threat of aggressive communalism of 
Hindu fundamentalist toces in the country, 
the guarantee of at least physical existencr 
of ‘dalits’ becomes a core issue; and the anti¬ 
superstition programmer welfare program¬ 
mes taken up by TBM^ are pushed to the 
periphery by Ambedkar’s common foUawers 
who do not seem to be keen on joining 
TBMSa 
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liM'flllniMSO apMittitt it dbn not MkIi 
t rittxwi i knnrf wdioeton of Mahesh Vbti’t 
kM. But doM it not innch ‘meditation’ 
concerned with the io«aUed tramcenden- 
tal lealilK the Kxalled hi|iier, luper-human 
itatei? Thi* apprehension gets further 
ftnagtheoed whn Sangrakshit, the chief of 
TBMSG, talks about a movement homaelf- 
consciousneH to transcendental con- 
iciousneu without opiaining what it is all 
about[ll}. Suppose the TBMSG concept of 
meditation does not belong to Vbgi’s system, 
but does this siuritualitm bdongs to 
Ambedkar’s system of thought? Lokmitm 
while answering this question in the a^ir- 
mativc aigues that Ambedkar also emphasis¬ 
ed the need for meditation for elevating the 
mind from its diseased state (hatred, anger 
and greed) to the higher level of sound mind 
leading to ‘maitri’ and ‘bhavana’ or univer¬ 
sal loving kindness. Lokmitta, in his defence 
further, quotes Ambedkar saying that “the 
greatest thing the Buddha has done is to tell 
the world that it can only be reformed by 
the reformation of mind of man and the 


mind of the world" is the precondition for 
social change’’(7]. Let us see whether 
Ambedkar really thinks sol It is clear from 
Ambedkar’s speeches that he considers 
change in the material condition rather than 
spiritual condition necessary for bringing 
about total social change!?]. It is really 
surprising how Lokmitra missed this while 
quoting from the speech that Ambedkar 
delivered on the eve of Buddhist conversion 


at Nagpui in 19S6. 

Lokmitra is quite persuasive in 
establishing the dichotomy between Bud¬ 
dhism and politics which even a superHcial 
reading of Ambedkar will show was not 
followed by Ambedkar throughout his mtel- 
lectual and practical life Ambedkar who was 
both a political thinker as well as practiticmer 
wrote and worked out strategies of eman¬ 
cipation with the political dimension upper 
most in hu mind. It is true that he did not 
look at the conversion movement from the 
point of view of formal parliamentary 
politics On the contrary it may also be true 
that he did not explicitly delineate the 
political aspects of Buddhist teaching. But 
it cannot be said that Ambedkar's Buddhist 
teaching or conversion was devoid of any 
politics. In fact, a careful study of 
Ambedkar shows that his Buddhism and 
conversion movement involved underlying 
political currents with the potential of 
leading to the long-term emancipatory 
politics of the ‘dalit’ masses. 

Ambedkar considered the Gita a political 
book aimed at upholding the teaching of the 
vedas and raising brabminism to a supreme 
position(l3|. Applying the same logic 
of Ambedkar should we not look at 
Ambedkar’s book Buddha and his Dham- 
ma as a political book in as much as it 
negates brahminkal domination. Similarly, 
as Raosaheb Kadie has rightly interpret^ 
Ambedkar’s Buddhist dhamma is the basis 
of any political system based on liberty, 
equality, fraternity and jusuce. According to 


IMwi Anbadkm tliM • 
sjMem whidi is not based on tUuunma 
would degenerate ibto Jin anarchyfU]. 
Moreover, Ambedkar’s Buddhist conversion 
was not a religious conversion but was a 
strategy for creating negative consciousness 
among the ‘dalits’ against the hegemony of 
the dominant castes/class(14]. In fact 
Ambedkar has categorically made it clear 
that Buddhism is one of the essential 
elements in the procett of bridging about 
political revolution leading to the overthrow 
of such domination[3]. 

When the TBM^ has obscured the 
political aspect of Ambedkar’s Buddhism 
spiritualising Buddha and his ‘sangha’[l5] 
and the Bhamtiya Bouddha Maha Sabha is 
concerned about ritual (mundane) part of 
Buddhiun it is really necessary to restore the 
political content of Buddhism. The separa¬ 
tion of Buddhist ’trisaran’ from ‘panchshil’ 
IS an attempt at not only the restoration of 
thb political content but it also ensures the 
capiAility of reaching out to the larger 
masses with this political content. This 
separation does not mean an elimination of 
‘panchshil’ which has morning only when 
the necessary conditions for its observance 
are created in the first instance. These 
necessary conditions can be created only 
by waging common struggle and not by 
spiritualisation Only Buddhist ‘trisaran’ 
can offer a common programme for 
mobilisation. 

Thus, as It IS clear from the above passage, 
I am adding a political dimension to 
Buddhism, but it is Ambedkar who tried to 
enthuse it in Buddhist teaching and practice 
to help the ‘dtdit’ masses understand that the 
solution to their problems Iks in their radical 
politicisation and not in spiritualisation. 
Therefore, lokmitra and his TBMSG are 
free to sell their package of spiritual 
Buddhism and synthesise it with'anything 
but not with Ambedkar’s Buddhism. 
Because it does not allow such synthesis. 
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Odour of Surrender 

We have played into the hands of the IMF/Worid Bank experts whose 
theology that market forces alone can lead to the optimal development 
of an economy is based on wrong premises and wrong interpretation 
of the development programmes of countries like Japan and 
South Korea. 1713 

The terms and conditions prescribed by the IMF and the World Bank 
suit the private interests of some of our own businessmen and 
politicians and so it will be difficult to loosen the Fund-Bank 
grip on the economy. 1736 

The devaluation of the rupee at a time when both domestic economic 
growth and world trade ar( forecast to decelerate is unlikely to 
produce the expected salutary impact on exports. 1724 

Even as the government is feverishly negotiating a big IMF loan under 
its structural adjustment facility, the fresh credits from abroad which 
the finance minister expected to flow in after the rupee devaluation and 
the changes in foreign trade policies as desired by the IMF-World Bank 
combine are still being held back. The intention is to expose 
India’s abject helplessness. 1723 

Budge! Posers 

If the objective seriously is to reduce government dissaving and cut 
deficit financing, then the budget-makers cannot get away by setting 
their sights only on the fiscal deficit without specifying how the 
targeted reduction in the deficit is to be achieved. 1721 

None of the studies of the income elasticity of personal income taxation 
in India quantifies the impact of trends in inequality in the distribution 
of income on the elasticity of the tax. An attempt to fill this gap. 1741 

The revenue raising potential of the government’s decision, taken in 
December last year, to put a limit on allowable depreciation by 
companies was largely frittered away due to the existence of a 
number df tax offsetting provisions in the corporate tax system. 

The major leakages and ways to plug them. 1749 


Establishiiirnl Vi#^ . 

What the ruling class thinks of a 
rebellion, what ii wants the 
rebellious classes and the 
intermediary desses to think it 
thinks and whai it wants these 
people thcmsclscs lo think are 
three different though closely 
interrelated things. A study of a 
Telugu film on Naxalites. 1727 


Efficiency Denied 

Efficiency or merit is not a letish 
of the ehie. but an essential 
ingredient in I’scry walk of life 
and the pohev ol resersaiion for 
backward classes is a major 
barrier to achieving efficiency. 1732 


'.Bsential Saddam 

/hilc Saddam Hussein is no 
oubi to be .shunned now, n is 
ecessary for the US to find a 
addamiie clone, preferably 
nother Baalhis’ Sunni dictator, 
iho will mesh with the 
cquirements ol US policy 1734 


Financial Reform 

Does the financial services sector 
in India have the .confidence and 
the credibility lo implement any 
kind of reform? 1718 


Manipuri's Claim 

The long-standing and legitimate 
demand tor the inclusion ol the 
Mampun language in the eighth 
schedule ol ihe constituiion is 
beginning lo acquire a militant 
hue. __^ 

Communists and 
Democracy 

The different seilmns of the 
radical left in Philippines have 
tailed to carr,v out materialist 
analyses, withm the framework of 
their basic theses, lowaid a fruitful 
and convincing understanding of 
political iransformaiinn in general 
and the growing importance of the 
struggle for political democracT 
in particular. A study of 
communists and democracy. 1757 
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Apologia for the Army 


T he recent report of a Press Council team on the 
media situation in Kashmir and Punjab is entitled 
'Crisis and Credibility*. A better title would have been 
‘Onward Indian Soldiers...’. The entire report, the main 
body of which is devoted to Kashmir, is a paean to the 
glorious role that the Indian army is playing in that state 
and questions the credibility of journalists and civil 
liberties groups which had been highlighting cases of 
violation of human rights by the army there. 

The team, which interviewed army personnel, local 
officials and, in some cases, villagers who claimed to be 
victims of army atrocities, has come to the conclusion that 
most of the allegations made against the Indian soldiers 
are either gross exaggerations or pure inventions. The basis 
of the conclusion is its finding of inconsistencies and 
inaccuracies in the evidence given by the villagers at 
various times. The team members have taken great pains 
to prove that women of the village of Kunan Poshpora 
in particular failed to give consistent replies to questions 
like whether the>' were raped or molested, whether a child 
was born to a woman before the alleged rape or after, 
whether signs of abrasions on their chests were those 
of molestation or of ‘kangris’ (earthen pots with live 
coals) that they carried during winter months, whether 
torn hymens (which were confirmed by the block medical 
officer who examined the victims who claimed to be 
raped) could have been a result of natural factors, 
injury or pre-marital sex. One is really impressed by the 
cross-examination carried out by the team in order to 
disprove allegations of army atrocities! 

Curiously enough, attempts at such a careful and exact 
investigation seemed to be absent in the team’s questioning 
of the army people —as evident in the report. In a section 
entitled ‘The Military Version’ (paragraphs 206-215), the 
team accepted without batting an eyelid whatever the army 
authorities said* that they conducted a cordon-and-search 
operation in the village of Kunan Poshpora during the 
night of February 23/24 following which the army’s 
medical officer early in the morning “set up a clinic which 
was attended by 23 persons, including eight women 
some of whom bore names similar to those who were 
subsequently named as rape victims’’ (it did not evidently 
occur to the team members to ask why it was necessary 
to suddenly set up a clinic in the village at that hour, and 
why these women came there); that after the raid was over 
“some village notables and the two J and K (Jammu and 
Kashmir) constables signed a no-objection certificate. 


which is a standard requirement..!’; that the army column 
left the village “in a friendly atmosphere ecemplified 1^ 
the fact that the [army] men were offered fruit and eggs’’. 

After this bonhomie, some villagers from Kunan 
Poshpora visited the brigadier of the area on February 
27 and complained about the rape of their womenfolk 
by his troops. The brigadier later visited the village, was 
confronted with 13 women who said that they were raped, 
but he dismissed the charge as “malicious and untrue” 
(paragraph 197). The Press Council team agrees with the 
brigadier’s version and dismisses the incident as “an 
invention, a hurriedly contrived piece of dissimulaiion” 
(paragraph 256). One of the reasons for its coming to this 
conclusion is that the village headman had signed the 
no-objection certificate after the raid, thereby exonerating 
the army of any misdeed. Yet it is well known how such 
certificates arc obtained from villagers by gun-toting army 
men. In fact, the team members themselves at one point 
in the report admit that such certificates are “signed 
and easily disowned under pressure’’ (paragraph 34S). 
How then could they have accepted such a certificate 
as evidence that everything was hunky-dory during 
the raid? 

According to the team, “one extra-judicial killing or a 
single rape” by army men could be more a “product of 
human failure or frailty and emotional stress than of 
deliberate state policy” (paragraph 326). By that same 
logic ‘one’ case of inconsistency, or a ‘single’ instance of 
exaggeration (which led the team to dismiss the entire 
evidence of the villagers as an ‘invention’) could have also 
been considered as a product of ‘human failure or frailty 
and emotional stress’ undergone by the villagers in the 
course of the army raid, rather than as their ‘deliberate’ 
attempt to concoct a story. But the Press Council team 
is not willing to show the same consideration and 
sympathy for the frailty of the villagers as for that of the 
armymen. While frailty of the former could have led to 
oral ‘exaggerations’ or even ‘inventions’, the frailty of the 
latter invariably led to physical assaults like killing or rape. 
Surely, one should make a distinction between the two. 
The Press Council team’s tendency to believe whatever the 
army bosses told it as gospel truth and to suspect every 
assaulted woman of “being tutored and coerced into 
making statements..!’ (paragraph 337) is not only highly 
insulting to those unfortunate victims, but also betrays 
a bias that strikes at the very roots of the council’s claims 
to impartiality. 
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POLITICS 

Flip*Flop Game 

EVEN as leaders of the main political 
parties are at pains to emphasise their 
parties’ ideological and programmatic 
distinctness, many coquetries are revealed 
by current parliamentary practice ( on 
sequently a government which is in a 
minority in the Lok Sabha has not mere 
ly been able to command the confidence 
of the house but is also enabled to take 
major and substantive decisions on critical 
matters, in the process vindicating prcsi 
dent R Venkataraman’s in\ nation to the 
Congress to assume office The non 
chalance with which the minoi ity gosei n 
ment is carrying on like a secure inajoiils 
government gives the lie to the opposition 
parties' scathing criticism of not onlv the 
decisions taken bv the goscrnmcni but 
also Its penchant for taking such decisions 
without consultation 

It IS quite evident that within paiiia 
ment clandestine deals are being arrang 
ed in the name of floor nianagenicnt 
1 hus when ii came to the election of the 
speaker the BIP quite icadily supported 
the Congress(l) nominee Shivtaj Paul in 
return for a BJP nominee’s installation as 
deputy speaker tonvcnientlv icicicncc is 
now being made to the ‘convention that 
the deputy spcakei is an opposition 
nominee It may be recalled that this con 
vention has in the past been practised only 
by non Congress governments and nesei 
by the Congress 

It IS pertinent that the BIP has bten no 
less vocal than the rest in deerving the 
government’s various decisions Vioic lo 
the point the BIP has been a consistent 
critic of the C ongress(l)’s attempt to ap 
propriate the nation’s unity and inicgniv 
by equating its government with stabiliiy 
On this occasion it was P V Naiasiniha 
Rao's claim that toi the C ongress lo run 
the government it was imperative that the 
speaker should be from its ranks It is 
therefore difficult to be persuaded bv the 
BJP’s attempts to re establish its credtn 
tials by opposing the motion of con 
fidence in the government, particularly in 
the light of I K /sdvam’s suggestion that 
the days of anti Congressism are 
numbered 

In like vein the left has been indignant 
about the government’s recent and conn 
nuing tampering with the econnmv and 
has been especially unsparing in ns 
criticism of the tact that all this was 
undertaken even before parliament met 
and before even the Lok Sabha’s trust in 
the government was proved Yet it was 
instrumental in forcing the decision of the 
National Front-left rroiit to abstain from 


participation in the vote on the trust 
motion Fbr obvious reasons support for 
the government was ruled out, yet the left 
was unwilling to sec its defeat and this 
after accusing the BJP of collusion with 
the Congrcss(l) 

Clearlv the inability to initiate a coali 
tion arrangement and the fear of pulling 
down the government has paved the wav 
for inconsistenf behaviour While the left 
IS now busy mobilising opinion against the 
government’s intended reforms there is no 
move in parliament to exploit the frailty 
of the government it almost appears that 
the left has given its tacit consent to the 
economic changes under way Or else the 
tact that the left’s generosity to the Con 
gress(l) has gone unrequited will have to 
be seen as one more illustration of the 
former’s lack ot tactical finesse Fithci 
wav the left has little to gam 

SI RVKF I \P()R1S 

l^nCair Treatment 

IN his statement on the goveinnicnt s new 
trade policy the commerce minisici 
P ( hidambarani, w hile csplaininp how 
the new system ot more libcial but 
unitoriii replenishment licensing at the 
latc ol to pci cent lor all cxpoits instead 
ot thecisiwhile ‘>io20rct cent lateswill 
be more tiaiispaicni and ucc added that 
It was intended to replace the ‘Lxitn Sciip 
(the ne’w name given to the Replenishment 
1 icencc) by a ‘lorcign Lxchaiigc ( eiti 
ficate’ (IK) In that context < hidam 
baram added lurthei, and quite sigm 
ficantiv, that "IKs will also be moic 
cflective in the area ol export ol seiviees 

I he above obseivation is significant in 
mam lespcets I irst it is the only 
icleiencc to services m the whole state 
ment on the new trade policy The test ol 
the statement is devoted to visible trade 
Second, it would appeal to reflect current 
thinking in the governnient on the subject 
ot service exports in the sense that even 
service exports may be considered eligible 
tor H Cs 

In this context it is worthwhile recalling 
that thcie did exist in the sixties a scheme 
under wtikh all foreign eXwhaiige receipts, 
including those by wav ot gifts, werccligi 
bic tor a sort ol impoit entitlement that 
was tradable and was indeed freely traded 
The banks would realise the premium on 
behalf of their clients and give them the 
necessary credit 

The point is that once it is recognised 
that foreign exchange earnings on account 
of export of services are no less desirable 
and therefore as much worthy of atten¬ 
tion as those from exports of goods, the 
case foi the eligibility of the former to the 


proposed FECs is clear. Ill fact, the case 
IS stronger if one follows CMdambarani’s 
logic when he expatiates on the particular 
merits of Fixing the uniform rate of 30 per 
cent for all exports He claims that his new 
scheme “gives maximum incentives to ex¬ 
porters wnosc import intensity is low” and 
illustrates his point by referring to 
agricultural exports which earlier had very 
low replenishment rates of 5 per cent or 
10 per cent and will now gam considera¬ 
bly By the extension of the same logic 
service exports should straightaway be en¬ 
titled to the Fxim Senps Why should they 
be excluded until such time as these scrips 
are redesignated as FECs> 

The same sort of question can be ad¬ 
dressed to the finance minister also 
because today service export earnings are 
being discriminated against in the matter 
of income taxation While export profits 
as narrowly defined to arise from the ex¬ 
port ot goods are totally exempt, income 
from service exports enjovs exemption, 
and (hat too not fully, in only a few 
scitiicd vases arbitrarily chosen for 
favoured treatment 

BIO DAMS 

Blinkered Vision 

1HL problem being posed by the possible 
submergence ol the villages in Maha¬ 
rashtra illustrates well the range of 
overlapping and interconnecting issues 
which must be resolved before embarking 
on a project such as the damming of the 
Nai mada According to the report of the 
Narmada Control Authority, apparently 
no village, either in Gujarat or Maha¬ 
rashtra, was to be submerged this 
monsoon Only in 1993 was there to be 
submersion of seven villages in Gujarat 
temporarily and of three villages in 
Maharashtra permanently Sometime in 
May. however, officials descended on 
these villages and proceeded to force the 
people to sign on a document which stated 
that they had found an alternative settle¬ 
ment area and were moving out of their 
own accord This was being done, the 
officials said, because there was danger 
of these villages being submerged this 
monsoon 

Clearly there has been either a major 
communication gap or, more hkely, grand 
miscalculations. The probability of a 
village being submerged depends as much 
or the sutus of the construction as on 
such details as river flow, projected 
volume of water at different points in the 
nv«, etc, which obviously have not been 
fully uken account of. But what is even 
more likely is that the Narmada Control 
Authority knew hill well that there villages 
would be submerged this monsoon, but 
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tarn lit to miiinform the people oo this 
oount. 

All this IMS highlighted another pio- 
Men. The people of these villages were 
to be moved to an area in lUoda which 
is to be cleared of some 2,769 hectaies of 
priBM forests. This woidd have jeopardis¬ 
ed the iivdihood of some 40 villages 
whidi depend on the forest. Recratly, on 
a case f!M by the Narmada Dharoa Grast 
Sunhi the district couti has granted a suy 
on the felling of the forests. It may be 
recalled that the cleanng of the forests by 
the Maharashtra govenunent was frowned 
upon both by the environment ministry 
as well as the World Bank What is most 
piquant about the current situation is that 
the cleanng of these forests in the catch¬ 
ment area of the Ukai dam on Ikpi nver, 
apart from damaging the livelihood of 
villagers around, will also lead to increas¬ 
ed siltation in the dam Siltation, which 
IS already very high in this dmn, drastically 
reduces the holding capacity of the dam, 
thus making a mockery of the cost-benefit 
analysis—even the conventional ones 
which take no account of the social 
cost—of the dam systems There’s a hole 
in the bucket. Dear 1 i/a' 

\MST Bl-NfiAl 

Inauspicious Beginning 

HCWFVl R irnprissise iis clcctuial vn. 
tor>, the Wc'i Binyal Iclt I root’s begin 
ning ol the lourih term in olticc has been 
tai tiom an pieious ll ssas more Iha.i 
symbeilie that the iiiaiigiiration ot the new 
eouncil ill niinisteis on luiic eoineid 
eJ with a massive powei shoittall, ui load 
shedding to go hv the loctl teiniinoiogv, 
which got even weiise the nest day It was 
followed within .i week bv a total collapse 
ol the powti siippls sssiem all over the 
state, except tor the e|u intitv genciated bv 
the C alcirtta I leetiic Supply ( oipoiatioii 
(CI S( ), which IS iiiadtqnaie even lot its 
own conimitnient* and has to be augmen 
ted by the slate run powei giid As a 
result, the total up>ci in 'he districts apart, 
there was a ver\ serious disiuption ol hie 
*n the vast Calcutta vonuibation 
afteetiiig watei supply, iiani and tail 
transport, wuik in hospitals, AIR, Door 
darshan and so on Most dangcioiis ol all 
Its consequences, a laigc conlingcni ol 
toal-miners was napped deep iindei 
ground lor a long lime, whieh eould base 
ended in a gum tragedy 

The inauguration of the new ministrs 
was also accompanied by ncwspapei 
repoits with tell talc photogiaphs of hap 
pily some isolated, eases ot alroeitics on 
Congress supporters in rural areas cases 
involving hacking off of hands in one 
case, apart from a tew outright muidcrs 


These developments dunming the left 
front image were accompanied by rumbl¬ 
ings within two of the major Left Front 
parties. For the first time communists 
were reported to have fallen out over the 
distribution of loaves and fishes of office 
when some membm of the stale commit¬ 
tee secretariat of the CPI threatened 
resignation on the issue of the dropping 
of a former ministerial appointee of the 
party in favour of a new face. But hell 
really was let loose when two of the For¬ 
ward Bloc ministers were replaced by new 
entrants. Not content with threatening a 
party split, the dissidents even organised 
a public bandh in the home-town ot one 
of the replaced ministers. 

While the power supply debacle, a 
technological failure, however, inconve¬ 
nient to the public, may still be leniently 
viewed, the lack of consideration on the 
part ol the administration reflected in the 
illumination of the main state secretariat 
as part of the celebration of the new 
governmem’s installation, despite the 
black out all around, was a demonstration 
of shocking insensitisity 

More reprehensible was, perhaps, the 
government’s, and the CPI(M) state 
leadei ship’s, apaihetie response to the 
post poll violence bv Us supporters in 
svime I ural areas f he sc incidents mav not 
have been one sided affairs and isolated 
liom the 'oeial ieiision> in the country 
side Bill photogiaphs ot the victims’ 
households and the miserable pots and 
paii> looted iheielroin (and later reported 
to have be’cn recovered by the police) make 
It quite ileal that ihesc were eonfliels 
within ihe lowei luiigs ot the rural society 
whieli to use Manist idioms, should have 
he’ll viewed as eoniradietions among ihe 
|)topU ihemselvcs Still the left Iron! 
Itadersliip made no positive move in rela 
non to ihtse iiKideiiis till the lime when 
Mamaia Banerii had gone to seek Ivon 
Basu's blessings lot hit nc'w ministeiial 
eaie\i, when ihe ehiel mimsiei lor the lust 
time deprceaied these clashes and pio 
mised to seeme aidfieial limbs liom 
Chandtgaih loi the haiidieappcd vietiins 

IJj//led hv Its iinque.noiic’d successes, 
the I eft I loni and the C FI(M) eaniioi al 
lord 10 undcresiimaie the l”•avllv o' the 
overall sinialion whie'i deiaands utmost 
vigilance ovei all its lesponses 

Pin SLS 

Not for the People 

1H L news that Indian scientists have at 
long Iasi developed a hybrid pigeoiipea 
plan' must ecriainlv be acknowledged as 
among those developments in science 
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which if put to correct use could restore 
some semblance of balance in the diet of 
the poorest But that would be wishful 
thinking, in fact, this particuiar feat is a 
good illustration to demonstrate the 
hollowness of the ‘science for develop¬ 
ment’ myth 

There can be no denying the need to 
raise the output of pulses in the country, 
especially ‘tur* with its high protein con¬ 
tent, and a high yielding hybnd is just, the 
right answer As of now India produces 
10 million tonnes of pulses while the de¬ 
mand IS 14 million tonnes The area under 
pulses has remained stagnant at 23 million 
hectares and production has gone up by 
a mere 0 34 per cent between 1947 and 
1987 The per capita availability is only 
33 gm against a nutritionally adequate 
level of 80 gm In fact the per capita con¬ 
sumption of pulses has gone down since 
the fifties, which is hardly surprising given 
the nsing price of pulses which shot up 
by over 560 per cent in a period of 10 years 
after 1977 This means that what was at 
one lime considered a cheap source of 
protein in Indian diet is no longei either 
cheap or even easily available 

But, clearly, this is not the major con¬ 
cern of those who determine how the 
hybrid variety will be pui to use 
Dishearteningly enough, even the 
IC RISAT in its press note has viewed the 
new development av an opportunity to 
agricultural saentists and to companies to 
provide hybrid seeds lo farmers FlCCl 
promptly took up the refrain suggesting 
that the cntiic process of coromercialisa- 
non ol the new varieties be put into the 
hands ot private companies many of 
whom arc already established names in 
the tarin sector or are diversifying into it 
It has I tin her suggested that since there 
arc so tew lountnes which produce ‘tur’ 
the cspoit potential of the commodity be 
exploited I ven though this might prove 
to be something of a mirage—lor there are 
not likelv to he very manv countries which 
(onutnu this pulse in enough quantities 
to ncvcssitaic large scale imports-that 
this new variety could be used to improve 
diets of iiic poor in this country does not 
seem to have crossed the minds of either 
the commercial inteiests or, sadly enough, 
even the scientists 

In sum, even if pulse production in the 
epuniry goes up because of the hybrid 
vartely, there is no guatantee that this will 
be available to the poor Instead it will 
have added a new dimension to commodi 
ly transactions and provided food for 
thought for agricultural scientists What 
IS needed obviously is some sort of price 
regulatory mechanism as well as a 
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distribution network which ensures that 
pulses ate indeed available to those to 
whom this is the main source of protein. 

REGIONAL NUCLEAR FREE ZONE 

Worth Serious 
Consideration 

Ri\KISTAN has been periodically propos¬ 
ing a South Asian Nuclear Weapons Free 
Zone (NWFZ) and India has with equal 
regularity been rejecting it. Independent 
of the Pakistani proposal India has been 
proposing various agreements, the most 
important of which was the 1988 Action 
Plan for Disarmament which sought a 
five-nation consensus aimed at establis¬ 
hing a non-proliferation regime for the 
region. The end result has been that there 
has been very little movement on this 
front. 

This is rather unfortunate, especially 
given that the geo-political situation has 
changed con.siderably over the years. The 
signing of the IMF treaty and the success 
of the South Pacific Nuclear Free Zone 
Treaty together with the detente between 
the superpowers and the dismantling of 
the European defence alliances have not 
only given rise to a different, more op¬ 
timistic mood internationally, but, more 
practically, have compelled the evolving 
of verification procedures which facilitate 
the triggering ot other arms control 
regimes. Most importantly, India and 
Pakistan have only recently signed a no¬ 
attack on nuclear facilities agreement 
which, even though it has not quite got 
off the ground, is a major first step. In 
the circumstances India's summary rejec¬ 
tion of the NWFZ proposal on the ground 
that given the reach of nucleat weapons, 
'‘the value of such an itgreement is illusory, 
is outdated. While ii is true that wiihout 
adequate safeguards, for which perhaps 
no effective mechanisms have yet been 
evolved, it does iioi sonstituie a lool-prool 
ban on nuclear arms programmes, the 
regional NW'l-Z acts as a 'braking' 
mechanism on nuclear cornpelition in the 
region and as a sort ot model. And the 
establishment of such a /one would imp¬ 
ly a limit, how.soevcr inlinitcsimal, on the 
superpowers' role m the legion. India's 
position on the issue betiays its unwill¬ 
ingness to accept any restraint, even it it 
be reciprocated by Pakistan, on its nuclear 
programme. The result is a dangerous and 
unaffordable regional nuclear race. 

SOVIET UNION 

Advice but Little Aid 

WHEN Mikhail Gorbachev took to men¬ 
dicancy on behalf of his country he must 


have hoped that the west would rush to 
his assistance to bail the Soviet Union out 
of the economic crisis he had pushed it 
inta He did manage to have his idea heard 
at the G>7 summit in London last week, 
but returned home with the standard 
message from the rich, that he must first 
put his house in order. 

Gorbachev’s pleas, despite his promises 
(to privatise 80 per cent of retail trade) and 
thieatt (that the failure of the west to res¬ 
pond would result in social chaos that 
would jeopardise the process of ‘demo¬ 
cratic transformation' that he had begun), 
had little influence on the G-7. The G-7 
statement merely endorsed the already 
publicised prescriptions of the US 
secretary of state The statement called for 
“monetary discipline and creating the 
framework of a market economy”; reduc¬ 
tions in military expenditure and public 
spending and a clear division of power- 
economic and political—between the 
Soviet republics and Moscow. 

The summit statement apart, contradic¬ 
tory pronouncements have been emerging 
from the G-7 capitals. At the very outset, 
the United States was lukewarm about the 
whole idea while the Japanese government 
openly opposed the invitation on the 
ground that no talk of assistance was 
possible until Japan had resolved its ter¬ 
ritorial disputes with the Soviet Union and 
the Soviet Union reduced its military 
expenditure in the Asian republics. The 
United States and the United Kingdom are 
also unequivocal about not extending 
economic assistance to the Soviet Union 
until their prescriptions are carried out, 
while France, Germany and Italy are of 
the view that some form of direct 
assistance should be made available. 

This last point is closely related to the 
relative health of the G-7 economies and 
their limited sectional iruerests. The US 
and the UK are in recession and have been 
dominated by trade and budgetary 
deficits. Germany is preoccupied with us 
recently acquired domestic commitments. 
France and Italy on their own are not in 
a position to meet more than a small part 
of the Soviet demands. Japan is the only 
G-7 member with a relatively comfortable 
liquidity position but is obviously happier 
investing it within the OECA and in the 
‘market friendly' countries of Asia. 

There is little doubt that the west is not 
in a position to meet the Soviet demands. 
It also docs not, however, want to outright 
turn them down and thereby jeopardise 
the pace of changes in the economic 
system. With no guarantees that economic 
assistance will be forthcoming with pro¬ 
gressive shifts towards the market, some 
section of the Soviet leadership may use 
this as an opportunity to act differently. 


TWENTY YEARS AGO 

EPIK July 17.1971 

Cool cakulatioa and calm amum g it 
lie behind the announcemeia of the 
Nixon visit to China iiridcb hw dnawti** 
ed the detente in SinoAmeiicnn nio- 
tions, in the making for n long time... 
America’s withdrawal from Vietnam has 
become inevitable due to the NLF^ Ihm 
political hold over iaige sections of tiie 
South Vietnamese population and also 
due to the undoubted military prowess 
of the Victcong and the North Viet¬ 
namese; especially when compand to the 
military and political Uunders habituaHy 
committed by the Americans. The 
Chinese have probably also agned to the 
timing of this announcement due to a 
concern about Vietnam. Their concern 
is likely to have been that an American 
withdrawal achieved leigely by the 
Vietnamese themselves would leave 
China without much influence in 
Vietnam or in the rest of Indo-Qiina... 
But while the Chinese are undoubtedly 
helping Nuon to pull his chestnuts out 
of the Vietnamese fire and at the same 
time helping themselves retain their in- 
Ruence in Indo-China, they are much 
more concerned about their position 
in the world as a whole, particularly 
vis-a-vis the US and the U^R. 

The inference to be drawn by nations 
other than the superpowers is that the 
rules of the game in the emerging 
triangular relationship of the thiee big 
powers... will allow lesser nations a 
greater degree of freedom of action 
vis-a-vis other nations of the same status. 
For India, this means that we will more 
easily be able to take diplomatic and 
other initiatives with countries like 
Pakistan without too much interference 
from any of the big powers. 

* * * 

What dismays one most as one looks 
back on the two years since [bank] 
nationalisation is the way the banks have 
been left to operate in a virtual vacuum. 
There is no overall plan, however sketchy, 
to guide their operations—whether it be 
in allocation. To those who knew enough 
to discount the political clap-trap about 
ushering in socialism, the most compel¬ 
ling argument in support of nationalisa¬ 
tion of the banks was that it would 
.mprove the quality of planning of the 
economy by completing the government’s 
control over the major institutional 
sources of investment finance. But as 
things have turned out, it is precisely to 
this vital objective of nationalisation that 
the least attention has been paid. 
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COMPANIES 


Setting the Pace in Aluminium 


Kumonui Pola 

HINDALCO INDUSTRIES, one of the 
luiest manufaauren of aluminium in the 
country; achieved a production of 149,762 
tonnes of primary metal and 36,414 ton¬ 
nes of rolled and extrusion products 
during the year ended March 31,1991. The 
company expanded its installed capacity 
for aluminium metal from 1.35 lakh ton¬ 
nes to 1.50 lakh tonnes during the year. 
An application was made to the govern¬ 
ment to grant an increase in licensed 
capacity by 1.5 lakh tonnes to take the 
total licensed capacity to 3 lakh tonnes. 
The techno-economic considerations for 
putting up a 1.5 lakh tonne per annum 
capacity smelter were examined and found 
acceptable. Work on the installation of 
another cold rolling mill is under way. 
The company continues to import new 
technologies and absorb them. For 
instance, the ‘seed washing system’ fur the 
alumina plant was imported and absorbed 
in 1989-W. The company is currently im¬ 
plementing the absorption programme of 
the imported technology for modernisa¬ 

The Week'll Companies 


tion of finishing facilities in the roiling 
mills. 

The company spent Rs 23 lakh on 
R and D during 1990-91 by way of recur¬ 
ring expenditure. This represented 0X)3 per 
cent of the company’s total turnover. The 
company continued its efforts for improv¬ 
ing the existing production process and 
developing aluminium uses with a poten¬ 
tial for energy and wood saving. Pollution 
control is another area receiving attention. 

The company’s entry into the inter¬ 
national aluminium market during 
1988-89 helped it build up a sizeable 
market for its products in south-east Asia, 
west Asia and Germany. Government per¬ 
mitted export of aluminium ingots on a 
decontrolled basis from October 1990. 
This measure and the company’s success 
in etporting its semi-fabricated products 
to west European and other markets 
enabled Hindalco to more than treble its 
exports in 1990-91. The value of exports 
was Rs 12.10 crore during 1990-91 as 
against Rs 3.73 crore in the preceding year. 


However, the international price has drop¬ 
ped drastically and Indiw aluminium 
manufacturers are not able to compete in 
the international market. The aluminium 
industry has been pleading fw increase in 
CCS which now stands suspended. 
Despite the good performance on 
the export front, foreign exchange expen¬ 
diture at Rs 18.75 crore during 1990411 
exceeded foreign exchange armings' at 
Rs 12.11 crore. 

The company intends to diversify into 
steel, it is pursuing its application for a 
licence to set up a one million tonne steel 
plant for the manufacture of hot rolled 
products. It is going ahead with its pro¬ 
ject for sating up an iduminium foil plant 
with a capacity of 5,000 tonnes per an¬ 
num at Jagdishpur in Uttar Pradesh. 

The company experienced a saback in 
Its finanaal performance. The overall 
return on investment was marked down 
to 10.34 per cent from 12.89 per cent in 
the preceding year. The deterioration in 
the assas utilisation ratio from 0 )3:1 in 
1989-90 to 0.82:1 in 1990-91 and in the na 
proftt margin on sales from 13.84 per cent 
to 12.56 per cent depressed the return on 
investment. The return on owner s equity 
showed a similar decline Although the 
company could bring down the debt/ 
equity ratio from 0.96:1 to 0.69:1, it failed 
in bolding the interest coverage ratio 
which declined to 4.21 in 1990-91 from 
6.55 in the preceding year. The change In 
the capital sti ucture was due to the con¬ 
version of partly convertible debentures 
at a premium. There was an addition of 
Rs 20 92 crore to equity capital and 
Rs 86.78 crore to reserves during the year. 

FGP 

Decline in Profitability 

FGP. formerly known as Fibreglass 
Pilkington, manufactured a total of 5,311 
tonnes of glass fibre products during the 
year ended March 31, 1991 as against 
5,250 tonnes in the preceding year. The 
company has a capacity of 5,750 tonnes 
of glass wool, staple tissue, glass textiles 
and glass reinforcements which are broad- 
banded under ’glass fibre products’. Ac¬ 
cording to the directors, margins came 
under pressure due to cost escalations in 
electricity, svages, interest and other inputs 
which could not be passed on to the con¬ 
sumers in the face of highly competitive 
conditions in the market. As against a 10 
per cent growth in net sales during the 
year, there were declines by 15 per cent in 
operating profits and 35 pa cent in the 
net profits-of the company. Therefore, ail 
profitability ratios plummeted during the 
year The debt/equity ratio worsened from 
0.56.1 in 1989-90 to 0.80:1 in the latest 
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yev and the intenst covetage mtio declin¬ 
ed from S.18 times to 3.09 times The in¬ 
creased debt was in the form of bank 
overdrafts 

The company has technical coilabora- 
^on agreements to continue the assimila- 
tfcm of the latest technology from Owens- 
Coming Fibrqlass Corporation, USA, 
with which continuous interaction is 
maintained The company has a similar 
Imk-up with Pilkington, Uk The com 
pany imported continuous filament 
manufactunng product technology dunng 
1989 The technology was partially absor¬ 
bed during 1990-91 and the work is still 
in progress The company spent Rs 12 87 
lakh on R and D dunng the year by way 
of recumng expenditure. This represented 
0 39 per cent of the company’s total 
turnover 

The directors are happy that the com¬ 
pany had a better year in exports with the 
export turnover increasing to Rs 2 27 crore 
from Rs 166 crore in the preceding year 
Foreign exchange earnings and outgo 
amounted to Rs 2 28 crore and Rs 2 89 
crore, respectively, during 1990 91 

The company achieved a reduction in 
electncity consumption per tonne of glass 
fibre produas from 2,504 KW dunng 

1989- 90 to 2,425 KW dunng 1990-91 
However, consumption per tonne of 
LSHS and furnace oil went up from 656 
kgs to 669 kgs and that of I P gas from 
482 kgs to 502 kgs during the period 

INDIAN ALUMINIUM 

Cost Spiral 

INDIAN ALUMINIUM COMPANY 
recorded a nominal 4 pet cent growth in 
sales but a 5 per cent decline in operating 
profits and a 12 per cent decline in net 
profits during the yeai ended March 31, 
1991 All the indicators ol operational ef 
ficiency such as turnover ratio, net profit 
margin on sales overall return on invest 
ment and return on shareholders’ equity 
experienced a set back during the year 
Abiding to the directors, profitability 
was affected by two major factors first, 
the export price of alumina fell by $ 200 
per tonne and this brought down export 
profits, and second, there was a 53 per 
cent increase in the power tariff at the 
Belgaum smelter from October 1990 Raw 
matenal cost increased by 11 per cent and 
employees cost by 17 per cent as a result 
of long-term wage settlements at some 
locations and enhancement of retirement 
benefits 

Production of aluminium (pnmaiv 
metal) was lower at 64,769 tonnes during 

1990- 91 compared to 66,459 tonnes dur 
mg the preceding year On the other hand, 
there was a marginal im rease in the pro 
duction of semi fabricated aluminium 
from 67,066 tonnes in 1989 90 to 69,027 
tonnes in the latest ycai 


The total value of the eompany’s 
exports at Rs 50.5 crore was lower than 
Rs 69 4 crore achieved during 1989-90 Ac- 
cordmg to the directon, this was the result 
of dedine m global alumina prices mu) the 
lack of repeat orders for alumma from the 
USSR However, exports of value added 
semi-fabricated producu nearly tripled 
over last year’s levels to reach 4,500 tonnes 
of a value of Rs 19 7 crore. The company 
was awarded the Capoul trophy for export 
performance for the fourth consecutive 
year The company brought in net foreign 
exchange to the tune of Rs 21 5 crore 
earnings on account ol exports and can 
vassing agency fees, etc, being Rs 508 
crore and expenditure on account of im 
ports, dividends, etc, Rs 29 3 crore 
The company made progress in the im 


plementatkm of varfouipiqiaeii, HhM&J 
MW Hirakud power projea progiw ie d 
wen. The Belur cold rollini replacamwtt- 
cum-modernisation and the Kahwi fofl 
convertmg modernisation projects abo 
made progress. The company has deddad 
to Expand the annual capacity of tte 
alumina plant at Beigaum from 1,70,000 
tonnes to 2,20,000 tonnes to meet ftiture 
growth in export and domestic demand. 

fotal expenditure on R and D amounted 
to Rs 299 lakh during 1990-91 compared 
to Rs 229 lakh dunng the preceding year. 
The company completed the absorption 
of the technology imported for pnnted 
circuit boards in 1987 and advanced 
technology for sheet and foil rolling 
in 1989-90 


CAPIIAL MARkfcT _ 

G M Mittal Stainless 
Steels 

OMMirTAL STAINLtSSSTEHS a 
profit making and dividend paying com 
pany, will enter the capital market on 
August 1 with a public issue of 84,618 (14 
per cent) fully convertible debentures ol 
Rs 250 each fur cash at par I he issue 
IS for Rs 6 crore out of which Rs 3 39 
crore worth debentures will be issued to 
existing charcholdcrs iii the ratio 10 
debentures for c-very 100 equity shares 
and debentures worth Rs 0 29 crore to 
employees including Indian working 
Directors on a preferential basis The 
issue will close on August 12 or earlier 
but not earlier than August 3 Fach 
debenture of Rs 250 will be convened 
into 10 equity shares of Rs 10 each at a 
premium ut Rs 13 each at the expirv ol 
SIX months from the date of allotment 
or on Maah 31, 1992 isliichevei is 
earlici Incorporated m 1980 as a private 
limited companv and converted into a 
public limned company in 1986 ihc com 
pany has a licensed capacity to manutac 
ture 30,000 tonnes of alloy steel castings 
pet annum The company is impicmen 
ting a modcimsation scheme to improse 
yield and product quality by replat ing its 
existing ingot casting bv continuous 
casting 1 he company also plans to in 
stall two FOT cranes with capacities of 
40/13 tonnes and 25 10 tonnes and a 
1000 KVAOO set The modcrmsaiion 
scheme involves a capital expenditure ol 
Rs 7 10 crore This will be financed by 
term loans from financial insiiiution to 
the extent of Rs 3 25 1 rore and Ihe fully 
convertible right debentures amounting 
to Rs I 83 crore In addition the com 
pan) IS also raising funds for long term 
working capital (Rs 3 62 crore), normal 
capital expenditu-e (Rs 0 53 crore) and 
expenses for Ihe public issue (Rs 040 
crore) This will be financed by Ihe 
balance of the rights issue of Rs I 92 


crore, public issue of Rs 1 23 crore and 
internal accruals of Rs 0 40 crore The 
sales and other income of the company 
in the year to March 1991 touched 
Rs 33 73 crore The company earned a 
piolit before tax of Rs 0 74 crore and 
paid a dividend ol 20 per cent The 
equity shares of the company are current 
Is quoted at Rs 33 on the Bombay slock 
exchange Laming per share works out 
at Rs 4 92 and the price earning ratio 
at 6 70 

Sree Kailas Sugars and 
Chemicals 

SRH KAllAS SUOARS AND 
CHIMHAIS IN eiitciing the capital 
market with a public issue of 63 00,000 
equity shaies ol R 10 each at par Out 
ut this 3 60 000 equity shares are leserv 
ed for preferential allutment to the 
employees including Indian working 
directors ol the company The issue 
opens on August 7 I he company is set 
ling up a 2500 TC D sugar mill to 
manufacture white crystal sugar The 
company also holds licences for alcohol 
and alcohol based chemical units which 
are proposed to be set up subsequently 
Ihe project is located at Peruyancha 
village in khammam district of Andhra 
Pradesh a B category backward area 
about 82 kms tiom Vijayawada The pro¬ 
ject IS in an adyanced stage of implemen 
tation The civil works will be completed 
by Ihe end of October Plant and 
machinery have arrived at the site and the 
erection work is expected to be completed 
by first week of November as per 
schedule I he project rosi of Rs 28 crore 
IS eing financed by term loans of 
Rs 16 80 crore and equity share capital 
of Rs II 20 ciore Oui of this the pro 
moters have contributed Rs 4 90 crore 
and the balance of Rs 6 30 crore is be 
ing offered to the public The equity 
shares of the company will be listed on 
the Hyderabad and Bombay stock 
exchanges 
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RANDOM REFLECTIONS 


IMF Borrowings: Some Myths 
Exposed 

Amn Ghosh 


Wt an bending to international pnssun to radically alter our 
xonomic system with a suddenn&s (land in a direction) which 
may lead to a large number of closures and increased 
unemployment, with doubtful gains in regard to productivity. Is 
then no alternative? 


THERE is nothing wrong in a country- 
having temporary balance of payments 
difficulties—borrowing from the IMF. 
After all, that was the rationale behind 
setting up this institution at the Bretton 
Woods Conference in 1944. India has also, 
m the past, borrowed on a number of 
occasions and duly repaid such borrow¬ 
ings. Indeed, even as of today, India is a 
net borrower from the IMF, and is re¬ 
quired to repay its past borrowings. (In 
fact, India borrowed an amount of S 1.8 
billion fairly recently.) In the absence of 
the Economic Survey, it is not possible to 
indicate the precise figures for 1990-91 in 
regard to our current as well as capital 
liabilities—nor even the immediate com¬ 
pulsions facing this country in regard to 
external payments—but, as per the 
Reserve Bank ot India Bulletin of July 
1991, India’s borrowings from/payments 
abroad, during the past three years, were 
as given in Table 1. 

Two points which are significant must 
be noted at this juncture because—m a 
somewhat strangely inexplicable 
statement -the linance ministei has 
leienily blamed the National Front 
government lor the present problems fac¬ 
ed by the country, while the governor of 
the Reserve Bank had publicly stated in 
Calcutta on May 7 (report^ in The 
Economic Times of May 8) that India’s 
present crisis has been building up slow¬ 
ly over the past decade. 

Tht two oints of note arc: (a) that 
India has lately resorted to short-term 
commercial borrowing on a large scale, 
which jumped from a gross figure of 
Rs 1,946 crore in 1987-88 to R$ 4,265 crore 
in 1988-89 and Rs 4,238 crore in 1989-90; 
and (b) that non-resident deposits which 
are also of a short-term nature, and »'."’h 
had been increasing in the past, bad 
started tapering off, in 1989-90. 
Nonetheless, of the total receipts on 
capital account (whidi were Rs 7,493 aore 
in 1987-88, Rs 10,305 crore in 19^-89 and 
Rs 10,431 crore in 1989-90) net ^rt-term 

bturawlnvie ti e. net commercial credits 


than 39 per cent m 1987-88 (Rs 3,123 
crore): more than 50 per cent in 1988-89 
(Rs 5,208 crore); and nearly 49 per cent 
in 1989-90 (Rs 5,041 crore). 

In other words, during 1988-89 and 
1989-90—the last two years of the Seventh 
Plan, in the Rajiv Gandhi era—the Indian 
economy became heavily dependent on 
short-term commercial borrowing from 
abroad. In reply to a question in parlia¬ 
ment, It was staled recently that in 
1991-92, the principal amount repayable 
for loans contracted abroad would be 
Rs 2,605 crore, while the interest pioment 
would amount to Rs 2,002 crore—or a 
total debt repayment liability of Rs 4,607 
crore. This amount of repayment liability 
was not incurred overnight; it has been the 
result of a long period of improvidence 
and irresponsible fiscal management. 

In part, this order of liability was due 
to the increasing fiscal deficit of the 
government of India and, in part, due to 
the programme of import liberalisation 
(both on commercial account and for im¬ 
ports by the government). While during 
the Sixth Plan period the gap between 
gross domestic capital formation and 
gross domestic saving was 1.4 per cent of 


the GDP (on an aveiage), the picture 
changed diiunatically in the Seventh Plan 
period, as Ihble 2 would show. 

One am therefore justifiably say that 
the growth rate of S.6 per cent during the 
Seventh Plan was achieved by mortgag¬ 
ing the future. To repeat, dependence on 
external savings jumped suddenly from 
Rs 6.8 billion in 1987-88 to Rs Il.l billion 
in 1988-89 and, even as a percentage of 
the GDP, from 2.1 per cent to 2.9 per cent 
On a weighted average basis, the depen¬ 
dence on external saving during the 
Seventh Plan increased to 2.5 per cent of 
GDP (as compared to 1.4 per cent in the 
Sixth Plan period). 

So far, wc have cited otficial figures of 
the balance of payments (as well as the 
gap in domestic savings in relation to 
GDP). Similar estimates for 1990-91 are 
not available, but DGCI and S figures of 
trade (excluding most government im¬ 
ports) are. These are briefly indicated in 
Table 3. 

One must add that of the total increase 
in the value of imports during 1*^91 
amounting to Rs 4,846 crore, as much as 
Rs 4,546 crore was due to increased im¬ 
port of petroleum, oil and lubricants 
(POL). However, one must also add that 
not all this increase has arisen because of 
increase in import prit^ of oil; the quan¬ 
tities of import also increased significantly 
—despite increase in prices—because we 
have not been able to clamp down either 
conservation or substitution measures 
adequately (e g, p o I products by natural 
gas and coal). The import (in quantitative 
terms) of both crude oil as well as of oil 
products increased significantly, as the 
figures in Ihbic 4 would indicate. 

It would be seen that diesel oil imp jrts 
increased by more than 30 per cent, which 


Tabu I- Inoia-s Baian(i or Paymints-Capiiai Account 

(Rs crore) 



1987-88 

(1) 

1988-89 

(2) 

1989-90 

(Estimate) 

(3) 

1 bxlernal assistance 

(a) Disbursements 

4454 

4860 

4970 

(b) Repayraenis 

( ) 1526* 

{-) 1650 

(-) 1916 

(c) Net assistance 

2928 

3210 

3054 

2 Commercial borrowings* 

(a) Disbursements 

1946 

4265 

4238 

(b) Repaymenis 

(-)663 

< -) 1522 

(-) 1372 

(c) Net borrowings* 

1283 

2743 

2866 

3 Non-resident deposits (net) 

1830 

2465 

2175 

4 Other capital (net) 

1442 

1887 

2246 

Ibtal capital account 

7393 

10305 

10341 

5 IMF (net) 

(-) 1209 

(• ) 1547 

(-) 1460 

6 Reserves (after allowing for errors and 

omisMons) 

(-1956 

(-) 1449 

(-)2866 




reflects, in a way, the failure of the 
railways to meet the need for increased 
long distance movement of goods and 
passengers. And since, even where trains 
are hauled by diesel driven locomotives, 
the per tonne/km or per passenger/km 
consumption of diesel oil is a fraction of 
the consumption by trucks and buses, it 
is obvious that our authorities have not 
yet woken up to the need for improved 
railway services—through containerisa¬ 
tion, door to door delirery, speed, safety, 
and easier booking and delivery facilities, 
etc. Nor has there been any progress in the 
move towards the use of natural gas in lieu 
of die-sel oil, through installation of the 
dual: fuel motive power sy.stem between 
centres having natural gas, e g, Bombay- 
Sural, Baroda-Ahmedabad and along the 
HBJ pipeline from which short ‘spurs’ can 
be taken for traffic between important 
towns on the way. (The theoretical 
possibilities of the system, which can save 
up to 70 per cent of diesel oil, have not 
only been demonstrated in India, the 
system is fully operational in several 
countries.) 

The other important point that emerges 
from Table 3 is that in April 1991 we had 
actually achieved a surplus on merchan¬ 
dise trade account. Doubtless, this became 
possible through a drastic cut in imports, 
part of which cannot be sustained without 
hurting our production structure or our 
exports. But the point that gels firmly 
established is that there is considerable fat 
in our imports as of today as well as con¬ 
siderable potential for promoting exports 
intelligently. In addition, there is also con¬ 
siderable potential for .saving in govern¬ 
ment imports (which do not get recorded 
in DGCIS data) comprising defence im¬ 
ports, imports of civilian aircraft, and 
ships, etc. 

The crisis today, contrary to what the 
finance minister has stated, arises from: 
(a) a crisis in confidence of the short-term 
lenders on whom we had come to rely 
heavily from 1987-88 onwards; and (b) a 
crunch in the availability of foreign ex¬ 
change to meet the repayment liabilities 
that arise from one month to the next. 

It is in this context that it is relevant to 
note that it is the government which has 
been crying ‘woIP for quite some lime, 
scaring away both the NRls and the other 
lenders. In the medium and lorfger term, 
the situation is not one which cannot be 
retrieved by di.sciplined action to save on 
inessential imports and a steadfast ap¬ 
proach towards export promotion. That 
is the background. 

Let us now examine the latest situation, 
the sequence of events since the present 
government came to power, and the im¬ 
plications of the economic reform 
package which seems to be in the offing. 
Let it be stated at the outset that the 
sequence ^ events is all wrong, that we 


have already played into the hands of the 
IMF/World Bank experts who have a 
theology that market forces alone can lead 
to the optimal development of an 
economy—a theory based on wrong 
premises, a wrong interpmation of the 
development programme adopted by the 
present Asian giants lil)e Japan and South 
Korea—a theology which presumes a 
minimum of education and income and 
therefore the semblance of a reasonable 
expression of consumer choice and market 
competition, as well as increasing effici¬ 
ency and productivity of the system. 

What is the sequence of events in India 
over the past fortnight? India devalues by 
10 per cent; and then, under pressure from 
the IMF/World Bank, by another 10 per 
cent within three days. (Remember in this 
context the recommendation of the World 
Bank report on trade reform in India 
which recommended devaluation by 20 
per cent.) . 

The next step was reform of the export/ 
import trade regime. In a sweeping set of 
reforms, all Cash Compensatory Support 
(CCS) has been abolished, a 30 per cent 
REP entitlement (which is to be tradeable) 
has been granted to all exports. Actual 
User (AU) imports have been virtually 
abolished (except for some items which 
are yet to be specified), many OOL im¬ 
ports have similarly been abolished, and 
both the.se categories directed to buy im¬ 
port entitlements from exporters in order 
to meet their import requirements. 

It is perhaps presumed that these two 
reforms, plus the promise of a budget 
seeking to bring down the fiscal deficit, 
would get the IMF to allow the interim 
upper tranche loan of $ 2 billion, with 
further instalments of a large loan of $ S 
to 7 billion (under the Extended Fund 
Facility for structural adjustment) to be 
made available in instalments, as India 
makes further sweeping changes in in¬ 
dustrial policy, in tariff policy, in 
abolishing all quantitative restrictions 
(QRs) on imports, bringing down the - 
tariff on all goods (including consumer 
goods) to a flat rate of 20 per cent. This, 
briefly (and partially) is the reform 
package recommended in the World Bank 
report. Unfortunately, the consequences 
of this reform package are likely to be ex¬ 
actly the reverse of what is assumed. From 
a balance of payments deficit of some $ 

3 billion per annum, we are unlikely to 
achieve a surplus of this order—since the 
IMF loan would need to be repaid bet¬ 
ween three to seven years. 

It is yet to be seen what the policies to 
be insisted on by the IMF are, for even the 
$ 2 billion are yet to be released, and it 
is clear that the next steps taken by the 
government of India would hereafter be 
tailored to the dictates of the IMF. The 
portents are that industrial licensing 
would be abolished, the MRTP Act and 


(he FERA would be amended, the fitter 
to allow free inflow of foreign capital 
to 51 per cent equity (except for a short 
negative list of industries involving con¬ 
sumer goods). That such facilities are 
already available to companies with up to 
40 per cent foreign capital, with libeml iq>- 
proval of collaboration arrangements for 
the manufacture of soft drinks, potato 
chips and other consumer items, is a point 
which is forgotten. In fact, the surge in 
imports over the past few years has arisen 
specifically because of approval of col¬ 
laboration arrangements for the manufac¬ 
ture of import intensive consumer goods, 
with no stipulation in regard to export of 
the products. We have of late spawned 
uneconomic industrial production which 
is import intensive and which can survive 
only under heavy protective barriers to im¬ 
port (QRs). This is most unfortunate; but 
one can presume that a lot of closures and 
unemployment will follow the reform 
package. 

To go back, the sweeping changes in im- 

Table 2; INDIA’S Dew-nofnce on External 
Savings 

(Rs billion) 


Cross Gross Gross External 
Domestic Domestic Domestic Savings 
Produa Capital Savings 
at Forma- 
Market tion 
Price 


1985-86 

261.9 

57.9 

51.7 

6.2 



(22.1) 

(19.7) 

(2.4) 

1986-87 

292.0 

60.1 

53.7 

6.4 



(20.6) 

(18.4) 

(2.2) 

1987-88 

332.6 

74.4 

67.6 

6.8 



(22.4) 

(20.3) 

(2.1) 

1988-89 

395.0 

94.4 

83.3 

ll.I 



(24.0) 

(21.1) 

(2.9) 

1989-90 

442.8 

106.5 

95.9 

10.6 



(24.1) 

(21.6) 

(2.5) 


Note. Figures in parenthesis are percentages of 
the GDP. 


Tabif 3: INDIA’S Foreign Trade 
(As per DGCIS data) 

(Rs crore) 


Exports imports Balance 
of Ttade 


1989-90 

27,681 

35,412 

(- 

) 7,730 

1990-91 

32,527 

43,171 

(- 

)I0,644 

April 1990 

2,461 

3.225 

(- 

) 765 

April 1991 

2,953 

2,850 

(•F) 102 


1 t 4; Imports of Crude Oil and Oil 
Products 

(Million tonnes) 



1989-90 

1990-91 

Difference 

Crude oil 

19.49 

20.67 

(•F) U8 

Products 

6.54 

7.79 

(■F) 1.25 

of which 
Diesel oil 

3.05 

3.97 

(f)0.92 

Kerosene oil 

2.60 

3.15 

t-F) 0.55 



port policy involve; among other thing*, 
g flat import entitlement of 30 per cent 
of the vdue of export, which would be 
tradable and which would therefore in¬ 
crease export profits In pnnciph, this 
appears to be a reasonable way of pro- 
pioting exports. But today is it likely to 
work? For instance; should tea exports be 
entitled to the same REP facilities as the 
export of sophisticated engineering goods 
lilw machine tools and electrical equip¬ 
ment^ Is tea production really puce 
elastic? Could we not just raise excise 
duties for home consumption^ The 
manufacturers of equipment may them 
selves need imports of raw materials (like 
non-fmous metals, alloy steel)—which tea 
exporters do not need—as well as certain 
components which may not be available 
m the country or arc not worth manufac 
luring in India 

The broad composition of our exports 
in the past couple of years should, in a 
way, illustrates this point and inform our 
policy on exports/impurts Ihble 5 is rele 
vant in this context 

That the idea of a flat RPP entitlement 
on all exports is misconceived would be 
patently clear from the composition of 
our exports and, more pertinently, the 
trend of exports (even though over one 
year) For instance; our export of naphtha 
is entirely due to the piesent surplus of 
this product, and the wav the demand for 
motor spirit IS increasing, and if ive go in 
for fanciful aromatics projects (by ciack 
ing naphtha), we would be deficit in this 
item Gems and icwcllerv would in any 
case requite a much higher REH entitle 
ment, our imports in the two years being 
Rs 4,242 crote in 1989 90 and Rs 3.732 
crore in 1990-91 or 81 per cent of exports 
in 1989 90 and 73 per cent in 1990 91 And 
do we want to export raw cotton rather 
than cotton manufactures’’ 

Equally, do we need the RFP entitle¬ 
ment for the export of ores and minerals ’ 
The small-scale manufacturers/exporters 
of garments have already reprerented that 
they always quote in runee terms and so 
the devaluation of the rupee is going to 
affect them adversely 

In ^oit, It IS possible, indeed likely, that 
for primary prc^ucts, devaluation would 
turn the terms of trade against India, 
whereas a flat rate of REP entitlement, 
while a useful device in the long run, may 
become counter-productive in the short 
run, and be especially detrimental to 
engineering exports 

The devaluation of the Indian rupee is 
considered to be necessary But by whomt 
If one leaves out bulk imports and export 
related imports, one is left with a leiatively 
small segment of imports of machinery 
and components against free foreign ex¬ 
change. and a huge chunk of imports 


against project aid (the latter amounting 
to at much as Rs 2,342 crore in 1990-91) 
Devaluation may have some impact on the 
former. On the other hand, if the 
associated part of the World Bank 
package, of a sharp reduction in import 
duties and the abolition of QRs is pur 
sued, we would be truly in a mess On ex¬ 
ports, the terms of trade may move 
against us On imports, devaluation will 
both raise prices in India (where imports 
are involved)—or reduce the profits of the 
oil companies if oil prices are not raised, 
and thereby accentuate the fiscal 
deficit—and not inhibit project imports 
since they are ail against 'tied* credits In 
fact, the only effect would be to raise pro 
ject costs and increase the fiscal deficit 

Thi Amirnativl 

What IS the alternative’’ Of course, a 
leouction in the budgetary deficit of the 
centre is a must But this should have 
preceded all other policy changes As of 
today, this could and should be achieved 
in a manner calculated not to hurt the 
economy, and can still be achieved in the 
following manner 

first, by holding expenditure on 
defence, and gradually reducing it, 
through diplomatic negotiations, and a 
reduction in the arms race between India 
and Pakistan, 

ieiond, by holding expenditure on in 
ternal security and reduang it gradually, 
in either case, there will be a reduction in 
expenditure (on defence and internal 
security) as a percentage of the GDP, and 
hopetully, even in tc'ms of actuals in the 
future, 

third, by economy in the delivery of sei 
vices by decentralisation, making the local 
bodies (locally elected panchayats and 
municipalities) responsible for local area 
development rather than through central 
schemes and Centrally Sponsored Schemes, 

fourth, bv reducing the many covert and 
some pait of the overt subsidies (which 
today benefit the affluent) and targeting 
the latter among the poor, 

ftfth, by improving the performance of 
public sector enterprises (PSEs) and mak 
ing It deal that they cannot rely on 
budgetary subsidies and that they can ex 
pect to be paid only on the basis of the 
‘value added' by them, in suitable cases, 
the management can be handed over to 
the workers—as in the case of the Kamani 
Engineering Company—by restructuring 
their capital and giving workers loans to 
contribute to equity, t.ie workers on then 
part having to accept a cut/freeze on their 
emolaments The sale of a part of the 
equit t of all PSEs to workers and also to 
private parties—except for certain 
strategic secto»—should also be a part of 
this exercise because such sales will (a) en- 


Table 5 Broad Pattern of Inoia-s Extorts 


(Rs erore) 



Apr- 

Apr- 

Percen- 


Mar 

Mar 

tage 


1989- 

1990- 

Change 



91 



(1, 

(2) 

(3) 

1 Plantation 




products 

11 Tea 

90S 

1075 

(-!■) 18 8 

12 Coffee 

2 Agricultural and 

348 

253 

(-)26l 

allied products 

21 Rice 

426 

440 

( + ) 31 

2 2 Unmanufac 




tured tobacco 

149 

193 

(+t 34 3 

2 3 Manufactured 




tobacco 

ai 

71 

( + ) 122 3 

2 4 Spices 

2 5 Cashew 

2fl 

233 

( ) 54 

kernels 

2 6 Handpicked 

368 

447 

( + )2I3 

groundnut 

34 

58 

( + )722 

2 7 Oilcake 

2 8 Castor oil 

S46 

625 

{■¥) 144 

and 

derivatives 

43 

38 

( + )’'■■ 

2 9 Sugar 




molasses 

32 

37 

4 '3 2 

2 to Fruits and 




vegetables 

208 

217 

(t) 44 

211 Processed 




fruits, juices 
and misc 




Items 

160 

213 

(') P 3 

212 Meat and 




meat products 

114 

141 

t ‘) 23 9 

213 Raw cotton 
Total of .igricultural 

128 

835 

(4 )363 8 

and allied products 
(tiicl others) 

2,637 

3 723 

( + )4I3 

3 Marine products 

4 Ores and 

68"’ 

%0 

(4 ) 39 8 

minerals 

S Leather and 

1 380 

1693 

(■‘)22g 

leather 

manuiacturts 

1951 

2 334 

(4) 309 

6 Ciems and 




jewellery 

S,296 

3,210 

( ) 16 

7 Sports goods 

8 Chemicals and 

81 

92 

(4) no 

related products 

9 Engineering 

2,974 

3196 

(4) 73 

goods 

10 Flerironics and 

2,863 

(349 

(4) 24 0 

computer 

software 

421 

332 

(-)I65 

11 Project goods 

12 Textiles 

37 

137 

(4- >321 2 

121 C utioii yarn, 




fabrics and 
made ups 

1,480 

2 069 

(4)396 

12 ? Ready made 




garments 

3 224 

4,042 

(4)254 

Ibtal of textiles 




(inci juic silk 
manmade fibres 




Icic) 

5,585 

7,103 

(4)2 2 

13 Handicrafts 

403 

429 

(4) 65 

14 Carpets 

15 Petroleum 

700 

745 

(4) 63 

products (mainly 
naphtha) 

697 

938 

(4)346 

Grand total (incI 




others) 

27,681 32.527 (+) 17 5 



thuM workers as partners in the iHoduc- 
tion endeavour, (b) lead to greater open¬ 
ness and accountability of all PSEs, and 
(c) help to increase the distance (which 
should be brought about in any case) bet¬ 
ween government administration and the 
PSEs, prevent the patronage and misuse 
of PSEs by both politicians and bureau¬ 
crats, and encourage ‘accountability* in 
the true sense of the word, through ac¬ 
countability for efficiency and profit¬ 
ability, providing for adequate disclosures 
through annual reports in regard to the 
functioning of the company in meetings 
of directors of whom some would also be 
from outside the government, as well as 
in the annual general meetings of share¬ 
holders (where all shareholders, including 
workers) would be present; 

sixth, by raising direct taxes and also ex¬ 
tending their coverage, as well as exten¬ 
ding the coverage and extent of indirect 
taxes on items of elitist consumption 
thereby raising government revenues and 
making for more egalitarian taxation; the 
mere removal of the innumerable exemp¬ 
tions and ‘costs’ would help greatly in this 
direction; 

seventh, by postponing all mega pro¬ 
jects (and even deferring some of the long 
maturity prestigious projects of doubtful 
economic value); the large number of ap¬ 
proved but as yet unstarted petrochemical 
projects fall in this category; and 

finally, by equating, as rapidly as pos¬ 
sible, the overall rates of domestic saving 
and domestic investment. This point needs 
special elaboration. 

What is the greatest need of the country 
today? The provision of gainful employ¬ 
ment to all and an increase in the produc¬ 
tivity of all workers currently employed 
arc a matter of the greatest urgency. Today 
only some 30 per cent of the cultivated 
area is irrigated. Of the IfiO million 
hectares of cultivated area, more than 1(X) 
million hectares stand degraded. The 
people in these areas can barely take one 
crop in these rainfed degraded areas and 
live below the subsistence level. 

Local area development, restoring the 
land back to its original productivity, 
would require massive investment in rural 
infrastructure. The moisture retention 
capacity of the soil needs to be improv¬ 
ed; land levelling, contour bunding, tree 
planting, creation of small local irrigation 
facilities, all these activities would help, 
but they need the employment of man¬ 
power, under local supervision and local 
direction. An employment guarantee 
scheme can achieve this in rural areas. (In 
urban areas, such a scheme can help to 
improve urban infrastructure, and pave 
the way to gi eater integration of the 
villages with neighbouring towns.) But 
such a programme would call for: (a) large 
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gutl«ys of Aiads for levenl yean, and 
(b) dilution of the required foods for 
siidi programmes must be locally directed. 

Once the land is capable of giving, say, 
three crops in place of one, once horti¬ 
culture, dairying, poultry keeping, etc, are 
encouraged, the n^ for the employment 
guarantee scheme would also gradually 
disappear. Industry and services would 
grow to process produce and to meet the 
demand of villagers. 

So while subsidies are being reduced, 
a minimum income should be guaranteed 
to aii so that there is no distress, no unfair 
sharing of the burden of the sacrifices the 
nation is require to make. 

Such a procedure would also increase 
rural savings, induce direct investment in 
rural areas and help to equate overall sav¬ 
ings in the economy to investment. That 
would automatically bring in macro- 
economic balance. 

At the same time, because of the pre¬ 
sent skewed distribution of income in the 
country, we cannot give up import trade 
control (by way of QRs and high import 
duties) on elitist consumer oriented im¬ 
ports which are not essential for the 
development of the economy. 

At the same time, the simplification of 
both the induUrtal licensing system as sveii 
as of the import control regime is 
desirabla These had become sources of 
corruption of both the politicians and the 
bureaucrats. While reform in both areas 
is necessary, as stated earlier, the reform 
needs to be w«ll thought out, in tunc with 
our needs and potential. One needs to 
proceed more slowly and judiciously. To 
repeat, one need not make a flat rate of 
REP available to all exporters. That will 
only turn the terms of trade against us, 
as well as lead to closures of industry and 
unemployment. There is need for both 
flnesse and careful calibration in this 
regard, for a flat rate of REP is an addi 
tional devaluation, implying only a multi¬ 
ple exchange rate, one for exports the 
other for imports. Apart from the pro¬ 
blems cited earlier, it would lead to 
pressure on the exchange rate through 
‘invisibles*, and thereby adversely affect 
capital inflow. The justification for REP 
licensing is different and must be ac¬ 
cepted; the RI^P rate shouid not be the 
same for all exports. Reform must also be 
not only gradual—as was the case with 
partial decontrol of cement, reducing the 
percentage of ‘levy cement’ over a period 
of years—but carefully calibrated. What 
has happened is hasty and ill-conceived. 

Equdly, in regard to industrial licens¬ 
ing, there b little need for the present 
system. The extant licensing system can 
be scrapped except for: (a) a small list of 
reservations in favour of the small-scale 
producers (e g, the handloom weavers); 
(b) a dtange in lending policies, making 


for a lower debt; equity ratio for large in¬ 
dustries, and making capital and ciedit ac¬ 
cessible in adequate measure to t)ie small 
producers at the same interest rate as to 
large producers—today the large bor¬ 
rowers pay 14 per cent interest rate to the 
IDBl while the handloom weaver has to 
pay 25 per cent or more to the village 
moneylender and this has to change and 
can change only by revitalbation and 
democratisation of the co-operative credit 
system: (c) giving teeth to the MRTP 
Commission in respect of ‘anti-trust’ 
measures as well as Restrictive (and 
Unfair) Trade Practices, breaking up 
oligopolistic price fixing; and (d) making 
FERA more effective by stipulating that 
ail foreign investors (with equity, say, of 
more than 25 per cent) shall have a 
favourable balance m the matter of exter¬ 
nal payments. A multinational firm is 
normally expected to maximise its profits; 
and this can be done by ‘transfer pricing’ 
and locating profits in ‘tax havens’, of 
which there is a growing number. There 
IS a proposal to allow foreign investment 
up to 51 per cent freely, except lor a 
negative list. Instead, like China, why do 
we not merely insist on a favourable 
balance m external payments? Foreign in¬ 
vestments should be welcome provided 
their total remittances (of proFits, interest, 
as well as outgo for the import of raw 
materials and components) are, say, SO per 
icnt (or some such percentage) of the ex¬ 
port of their products This should be in¬ 
sisted on except where we ourselves 
negotiate for the inflow of foreign invest- 
mcni for upgrading technology in a lew 
selected directions China is today getting 
foreign investment to the tune.of some 
$ 10 billion annually—the amount has 
been on the increase—on precisely the 
above conditions Investors are attracted 
because of the large domestic market; and 
the wages arc low enough to warrant 
proFitable exports. Similar conditions exist 
in India, but we must make foreign invest¬ 
ment advantageous not only to the foreign 
investor but also to us. 

I'here are many other reforms which are 
necessary, but they cannot all be spelt out 
here. The question that arises is: why are 
we bending to international pressure to 
radically alter our economic system with 
a suddenness (and in a direction) which 
may lead to a large number of closures, 
and increased unemployment, with doubt¬ 
ful gains in regard to productivity? It 
seems we are in for a period of 
‘de industrialisation*. 

The government spokesmen say that an 
IMF loan is a must to avert disaster. The 
worst disaster is a default. Suppose we 
were to announce that there shall be a 
postponement of the repayment of capital 
and interest for five years, and that we 
would resume repayments only after 


restructuring our economy? Would ou 
international reputmkan beany worsetha 
it is today? Suppose we were to gradual! 
introduce the reforms suggested abow 
First putting our own house in order 
What would happen? Did tlie UK eve 
repay the US for the debts incurred dui 
ing the second world war? What is th 
position regarding commercial debts o 
Latin American countries? Due, th 
White Man and the Black are different 
But we would only be declaring a tern 
porary moratorium making our export 
pay lor our imports, increasing our e> 
ports so that we can pay for our past boi 
rowings later, and meanwhile clamp dow 
to put our own house in order and im 
prove production. Incidentally, we are frt 
quently paying SO to 100 per cent mot 
(or project imports under ‘tied aid’. Wh 
should we be so chary of getting toug 
with those who have been taking us fo 
a ride? What great reforms has Chin 
introduced that it is getting foreign invest 
ment to the tune of S 10 billion annuall; 
and getting kudos from The Economist 
l.ondon? We should, of course, ensur 
that any surplus of exports ovei import 
will be used, even within this Five-yea 
period, to repay, pro rata, the interest o 
past private loans First, and thereafter th 
interest on Official Developmen 
Assistance. It is the high interest short 
term borrowing in the recent past that i 
breaking our back; and these loans nee 
to be partially written off and partial! 
paid back. Let us reproduce what the IMI 
has to say on the Mexican financin 
package: 

Mexico formally initiated negotiations on 
multi year bank financing package in Apr 
1989, preliminary agreement was reache 
with the bank advisory committee in Jul 
1989 and the term sheet was issued i 
September 1 he package was completed t 
September 1990 As a result, bank det 
amounting to S 7 billion was extmguishe 
outright, while claims of S 23 billion wer 
subjected to j beloss market rate of interes 
of 6 25 per cent {Set Ml, Intermiiionc 
Capiial Markets Developments and Pre 
specis, Washington, DC, May 1991). 

We have an outstanding debt liabilit; 
of $ 70 billion today. We propose to incu 
additional liabilities on condition w 
reform our system to a point where w 
would become primarily exporters o 
primary products and importers o 
manufactured goods (including capita 
equipment). The World Bank report oi 
trade reform gave some results of Simula 
tion exercises of what is likely to happei 
after seven years of reform provided wi 
were to follow the bank-recommendei 
reform package. Our manufacturing out 
put would be stagnant; our machmer; 
output would deciine by anything bctweei 
10 and 16 per cent. Our minerals outfni 
(and obviously exports) would go up. I 
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this wtMt this country wanU to achieve? 

In conclusion, our oideavour should 
be: 

(a) to borrow as little as possible, 
something like S 2 bilUon, to meet im* 
mediate commitments; 

(b) to bring in our own reforms in our 
own way, and if this is not agreed to* 

(c) to threaten to openly postpone the 
repayment of past obligations and 
seek our own solutions on the lines 
suggested. 

This country is large enough, its people 
resourceful enough, to get out of our pre* 
sent troubles, which have been forced on 
us by policies followed during the second 
half of the eighties, in the interest of some 
100 million affluent Indians. The policies 
now being pursued are calculated to help 
only these same 100 million. 

It is time that someone spoke up and 
agitated for the 750 million Indians who 
have been left out of this race for af¬ 
fluence; and certainly for th. 350 million 
Indians who still exist below the poverty 
line. 

The fate and the livelihood of these 


THE agenda tor reforming the financial 
sector set by the IMF-World Bank aims to 
create competitive environment, which 
will eliminate bureaucratic and po/ttical 
interference in the functioning of the 
system and allow market forces to benefit 
consumers of financial services. 

('an we make the market regime 
workable? Of the several prerequisites for 
ensuring a smooth transition, the most 
critical are institutional capability and in¬ 
tegrity in the financial sector. There are 
grave doubts whether the financial ser¬ 
vices sector in India has the confidence 
and credibility tr implement any kind of 
reform package. 

For most of the units in the financial 
sector, there is a thin protective veil over 
their weak financial strength, making 
them ill-equipped to face competition, far 
less to take advantage of any competitive 
opportuniues in a deregulated dimatc. Vk 
face the stark reality today; either we make 
our banks and financial institutions 
strong enough to face competition or we 


people are more important than the so- 
called prestige of a 100 million Indians 
who would thereaflre fed sheepish and 
unable to show thdr face to thdr friends 
in Wuhington, New \brk and London. 
We ought to seriously reconsider some of 
the policies already adopted. Devaluation 
is a fact; but the REP percentages can still 
be changed, with different groups of pro¬ 
ducts having different entitlements. And 
while simplification of the industrial licen¬ 
sing system is necessary, we must not give 
up the objectives of: (a) industrialisation, 
and (b) employment-intensity in selected 
industries. Finally, while we must have 
greater fiscal discipline, that discipline 
must be brought about through cuts in 
defence and internal security expenditure 
and greater efficiency of developmental 
expenditures through decentralisation. We 
must have an employment guarantee 
scheme to revitalise our rural areas; and 
a minimum income, and higher produc¬ 
tivity should be the touchstone of our 
policies. We need wise modulation of 
policy, not hasty, knee-jerk reactions of 
the type we have seen in the past couple 
oi weeks 


face the prospect ol our domestic institu¬ 
tions being unable to grow in a climate of 
competitive pressures in the wake ot 
freedom of entry for foreign financial 
agencies We are coming to be driven to 
a situation which will allow little time for 
preparing a reasonably acceptable level 
playing ground The outcome could be 
destabilising with unpredictable conse¬ 
quences for the political economy of the 
country. It will be tragic if we succumb 
to the authoritarian logic that there is no 
way out. 

We have no time to lose. We have to give 
a mandate to each unit to achieve viability 
within a certain time-frame. Each unit will 
have to follow its own route, specifically 
devised by it on the basis of its financial 
position, strength and weakness of its 
asset-liability pattern, the market niche it 
has carved out for itself and its opera¬ 
tional constraints. Each unit has to 
work out its own strategy on the basis 
of its perception of the competitive 
environment. 


Ronowal of political buerfemioe «Ml 
buneaucratic control is essential, but ewn 
if these are removed, there is no guanuttee 
that the institution will develop fleaibUity 
and adaptability to be a competitive and 
viable market player. Over tte years the 
banks and financial institutions have been 
subjected to administmtive directives, for¬ 
mal as well as Infornud, and have lost the 
wUI and capability to make their own 
business strategic decisions. Autononiy 
has to be understood in a mudi wider 
frame, which postulates that duh unit has 
the operational capability and flexibility 
to take decisions to keep itself as a strong 
and viable institution geared to provide 
diverse products and services to its 
customers at competitive costs. 

The Indian banking and financial 
systems have always adjusted prices to 
their costs. In the environment likely to 
emerge, a host of administrative issues 
relating to costs and prontability have to 
be tackled: the cost of intermediation, 
employee productivity, reduction in tran¬ 
saction processing costs, the cost-benefit 
of different types of financial services. 
There are far too many entrenched vested 
interests, who have a lot to lose if each 
unit is to restructure its operation to 
achieve internationally acceptdl standards 
of costs, efficiency and productivity. 

No authoiity can fine-tune the policy 
package specific for each unit. What the 
policy-makers can, and should, do is to 
remove all negative hurdles and give 
positive support to each individual unit 
to enable it to function as a profit-oriented 
institution. 

institutions which are effective players 
in the market must promote integrity in 
the market place This will be the most 
difficult thing to ensiiie in the Indian 
context. 

The parameters of competition policy 
should allow for the encouragement ol 
competitive forces and widening of the 
range of competitive play, but at the same 
time they must provide for adequate 
monitoring arrangements at the in-house 
level, at the level of any self-regulating 
organisation with responsibibty for setting 
rules and precedents, and at the level of 
authorities. While the category of finan¬ 
cial regulations which are anti-competitive 
in nature are progressively being diluted 
in most of the developed countries, there 
has emerged increasingly a compelling 
need in public interest for guarding the 
sy< .em against abuses and frauds for the 
protection of investors, borrowers, and 
other users of the financial system. 
Investors have a right to protection against 
undue risks or losses and damage that 
may arise from failures, malpractices, 
manipulations, and other bad conduct on 
the part of those who are offering the 
financial services. In recei||t years, the 


POLICY POOTNOiES 


Financial Sector Reform: Enemy 
Within 

D IN Ghosh 


There are grave doubts whether the financial <iervices sector in 
India has the confidence and the credibility to implement any 
kind of reform package. 
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(Hiamkm on conflict of intetest im>bleiiu 
in bwiUng and finance^ which has a long 
history, notably in the US, has seen a con- 
sidend>le reviv^ in a number of countries, 
such as Canada, France^ Germany and the 
United Kingdom. The recent scandal in 
the Ibkyo securities market, which forced 
the resignation of the chiefs of the two 
largest securities houses in Japan, brings 
out the fact that desinte the very rapid 
development of the securities market, 
transactions are still done on a discre¬ 
tionary basis in an atmosphere and under 
conditions bordering on impropriety. 

The three basic principles—the require¬ 
ment of fair trading, the duty of skill, care 
and diligence, and the duty of disclosure 
of information—will meet with the stif- 
fest resistance in the process of reform¬ 
ing the organisation and functioning of 
the financial market. The reluctance to 
reform is deeply ingruned in the structure 
of our financial industry. The relationship 
between big business and the financial 
industry is intertwined; the special cosy 
relationship helps generate and guarantee 
benefits which would not pass the test of 
ethics and fair play. These ‘club arrange¬ 
ments' operate effectively to frustrate the 
regulatory efforts. The SEBI has con¬ 
tinued to remain toothless for several years 
now. When impropriety exceeds the limit 
of public decency, resignations of chiefs 
of some institutions have been sought and 
obtained, but then these have all been 
symbolic gestures; a triumph of symbol 
over substance. 

It is naive to think that efficient but 
clean business will come about auto¬ 
matically through market forces. The 
Tokyo scandal has provoked sharp com¬ 
ments from several financial journ^ists in 
the western press; they have no doubt 
found it handy to bash Japan for not ade¬ 
quately opening up the financial sector 
and assuring transparency and fairness in 
securities transactions. Read the foliou 
ing no-holds-barred observation of the 
Asian tVall Street Journal {Jam 26, 1991); 
Certainly one lesson that Japan's state 
officials might extract both from their own 
experience and from that of their many ovei 
regulated neighbours m the Far hast is that 
big bureaucracy docs not promote integrity 
in the market place. Rather, it tends to breed 
a clique of entrenched interests favoured by 
the government machinery, and prone to 
assume they can gel away with a fat measure 
of shady dniing. Thus did the Philippines' 
late pie^dem Maicos end up with his cronies, 
thus does India endure ihe monopolies run 
by a few big families, and thus does Japan 
to a milder degree today find itself embar¬ 
rassed over the misdeeds of its big business 
groups. These busiiiess interests, in turn, tend 
to throw some of their muscle into thank¬ 
ing their patron bureaucrats vigorously 
enough to ensure that the flow of favours 
continues. Should anyone be shocked when 
it turns out that the improper back-room 


payments have become standard procedure 
anurng the main dttlers in the Japanese stock 
market? 

A three-trillion dollar economy can brush 
off fleas on the thick hide of an ox, but 
can we? 

Institutional integrity will turn out to 
be the main bottleneck towards a reform 
plan. Institutions cannot be reformed by 
fiat. Surviving competition in a highly 
volatile market involves a succession of 
dedsions affecting every facet of a com¬ 
pany’s operation; in the matter of cost 
reduction, improvement of productivity, 


IN this world of quick television sound 
bites one can see the ancient war in 
ancient India and the modern war in the 
modern world with different messages. 
Lord Krishna of Peter Brooke's Maha- 
bharat is somberly chastising Americans 
and others in the western world that 
'victory is defeat’, but the vibrations from 
the modern Gulf war are different— for 
Saddam Hussein, defeat is victory. 
Saddam may have been defeated in the 
mundane vocabulary of the ordinary 
people, but he has conquered the English 
language. If you see on the television the 
shambles to which Iraq’s hapless people 
have been reduced, the ashen faces of 
young babes and the wizened faces of the 
old, screaming mothers clutching morsels 
of food, slaking their thirst with foul diain 
water, holding their babies to then milk¬ 
less breasts, and the hordes of defecting 
Saddam’s aimy men with craven faces 
hanging on to American soldiers' 
epaulets, begging for shelter, just ignore 
all this as the Americans’ dissimulating 
pranks. Saddam Hussein has won a great 
victory through his defeat. He called his 
war with the allied forces “the mother of 
all battles”. And as a result so many 
mothers have mushroomed ail over, in the 
lingo of statesmen, journalists, scientists 
and factotums of the president of 
America. 

The first to come in the aftermath of 
the Gulf war was the mother of all wot Id 
orders. President Mush declared that the 
old order had ended and a new world 
order was being born through the mid¬ 
wifery of America. What is this new world 
order? Israelis and Arabs would be friends 
not foes, they would re-live the Old Ibsta- 
ment; Wtot Asia would be a zone of peace: 


modernising system and technolog]^ 
insider trading, strict ethical standaids to 
avoid conflicts of interest situations. 
Vested interesu will be at stake at each 
stage and will bide their time to strlkie. 

The specifics of the reform package 
may be formulated at the behest of the 
foreign aid-giving agencies, but its im¬ 
plementation is a matter of domestic 
politics. Politician-reformers at the 
national level may turn out to be stubborn 
politician-resistors at the grassroots leveL 
Can they be won over? We can only wait 
and see. 


But wait a minute lest you get it all wrong. 
‘World order’ is what you heard No, in 
this society of political pluralism you talk 
only in plurals. It is not a new world order, 
but new world orders. Kuwait’s recon¬ 
struction IS on the agenda and the losses 
borne bv lurkey and Egypt are heavy and 
need to be compensated. Orders for new 
goods ,ind services will be there. But if the 
new world order is to be firmly and per¬ 
manently in place, there should be new 
world oideis for armaments and ammuni¬ 
tion. Saddam Hussein’s mother of battles 
may have perished, but the mother of all 
world oiders for armaments has taken her 
place. 

But what about a mother of all defeats? 
The leaderless, fatherless democrats 
cannot escape such a mother. Many 
democrats had stood up with courage 
against the despatching of GIs to the 
Gulf. They lost hopcle.ssly and helplessly 
watched president Bush’s electoral stock 
.soaring sky-high during the war. The feed¬ 
back from their constituencies was 
frightening. They tried to backtrack and 
put some gloss on their opposition. But 
the Republicans hammered away ruthles¬ 
sly at the ‘unpatriotism’ of the Dmocrats. 
The Democratic party is not getting 
anyone to be a presidential candidate for 
the 1992 race. Everyone is chickening out 
By not voting tor the Gulf war, the 
Democrats fear losing votes in the 1992 
elections. The mother of all defeats. 

From the Desert Storm has emerged a 
new storm of political wheeling and deal¬ 
ing by ex-president Reagan and ex-vice 
president Bush in cahoot with thdr 
acolytes. CIA Cassey and ca Gary Side, 
respected professor at the University of 
Columbia and former Carter aide^ has 


POTOMAC MUSINGS _ 

A Season of Mothers 

Deena Khatkhatt* 

Saddam may have lost the Gulf war, but when he called the war 
"the mother of all battles' he conquered the English language. So 
many mothers have since sprouted all over. 
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come out with the stinging charge that the 
oflldals in Reagan-Bush campaign had 
made a secret deal with Iran to delay the 
release of 52 US hostages until after the 
election. This has triggered an enquiry by 
the Congress. So the Democrats, poor 
souls, should not drown themselves in 
sorrow. Their mother of hopes, presiden* 
tia) hopes, is waking up from deep 
slumber; she is smiling. 

Mother of all hopes, did you say? Yes, 
it is not only the mother of all hopes but 
a most fecund mother at that. Alan Fried¬ 
man and Lionel Barber, of the Financial 
Times, have come up with a sensation. 
The Bush administration pushed through 
a SI billion loan guarantee to Iraq for ex¬ 
ports before the invasion of Kuwait. And 
this despite the solid evidence available to 
the administration that Iraq had abused 
US funds with impunity, manipulated the 
US banking system illegally to fund its 
arms purchase programmes and collected 
genoous kickbacks, including armoured 
trucks, as a part of the loan deal. All this 
was in defiance of the advice given by 
highly placed US government officials at 
the time. The Democrats have been bles¬ 
sed with a heaven-sent opportunity to 
transform their mother of defeats into a 
mother of presidential hopes. And to add 
to the glory of the Democrats’ mother of 
hopes is what Robert Woodward, of 
Watergate fame, has revealed. Bush’s war 
against Saddam Hussein was his own, not 
General Powel’s, not Jim Baker’s, not even 
Dick Cheney’s. The Gulf war was, oh, a 
mother of Bush. 

The mother of all Bushes is perhaps the 
right description. The other day Bush was 
celebrating his great victory at a gather¬ 
ing. A wag asked him, “What role did 
Barbara Bush play in the conduct of the 
war?” With a coast-to-coast smile and his 
usual distorted syntax, the president said, 
“she is a mother of all Bushes”. For 
Indians who are used to Indira Gandhi 
being the mother of all Gandhis this may 
sound rather jejune, but not in this 
society. The mother of all Bushes must 
have brought into this world the best of 
all children. But newspapers are naughty; 
they flashed the news the next day that 
Neil Bush, one of the sons of the mother 
of all Bushes, was reprimanded by the 
superior court for his conflict of interest 
entanglement in a fraudulent savings and 
loans association. 

This season mothers are everywhere. 
And here comes the mother of all decep¬ 
tions. She is everywhere, dominating 
everyone around her and, shall we say, 
destroying them all in the process—one 
thing which Saddam Hussein’s mother of 
all battles could not do. There is a sordid 
story making the rounds in cocktail circles 
for the last five years, though nothing 


emerged until recently. There is a small 
computer software ffim, Inslaw, whi^ 
signed a contract with the federal goveiit- 
ment in 1982 to su|q>iy all 94 US at¬ 
torneys’ offices with softWe which it had 
developed. In early 1984 , the government 
terminated the agreement and Insbwv as 
a result slid into bankruptcy. The com¬ 
pany went to court, charging the govern¬ 
ment with stealing its property and soft¬ 
ware “by trickery, fraud and decat”. In 
subsequent appeals, the attorney general’s 
office brought pressure on court judges 
and, by various machinations, thwarted 
Inslaw from gating justice. But the firm 
did not let up and has now convinced the 
House Judiciary Committee that it should 
see through every document connected 
with its plea. Many heads may roll as a 
result. 

But this IS one motha of deception, 
there are two others. Bush’s chief of staff 
Sununu had made 90 trips in the public 
interest, using government transport and 
money to visit his demist in Boston and 
play golf in New Hampshire. When asked, 
the president justified all this by saying 
that he needed to have “voice contact” 
with Sununu when he was away But 
Sununu could not get away with this. His 
minions, to whom he had denied these 
goodies, have blown the whistle Shena¬ 
nigans amongst Bush’s coterie ate now 
seeing the light ot the day. The disease has 
spread fast. Robert Clarke, the controller 
of the currency, is found to have indulg 
ed in conflict of interest transactions 
Asked about this impropriety, his answer, 
like that of all honest men till they arc 
found to be dishonest, is that “according 
to his interpretation of the rules, his act 
was permitted”. Even the hallowed educa¬ 
tional institutions have not escaped the 
mother of all deceptions. A congressional 
investigation committee has identified 
several educational institutions such as 
Stanford, Harvard, Vkle and a whole lot 
of others as having fudged the aid giwn 
to them to cover expenses which were ex-, 
traneous to the purpose for which it was 
given. Most of the culprits are Ivy League 
colleges. Only two state universities are 
amongst them. Money has been spent on 
interesting projects. Cornell University 
had billed thousands of dollars for ex¬ 
ecutive jet services for its prendent, Fr an k 
Rhodes. If you want an explanation, here 
it is: the president is a tall man and just 
is uncomfortable in commercial airjdarics. 

In the midst of all these too many 
motJiers—mother of all battles, mother of 
all world orders, mother of ail deoqxkms 
—one it confuted about which one to 
love: But this it not a new piedicaiBent 
here. There are different kinds of 
mothers—biological mothers, stq»- 
mothers, live-in mothars. surraptt 


mothers and ciMMl aMdMnk Ibt a iMfle 
remains. A mother of iatflei? A eMNlHr 
of deceptions? But afiqr not a httlmr of 
battka? One is not mdir nahia bat aiBB a 
badtwaid walker in tlw terrain of 
knowiedfc: Invoking mother and not 
fother was a stroke of a genius in this 
epoch of fatheriess children who can be 
manufoctuied through IVF. 
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COMMENTARY 


Redueiiig the Fiscal Deficit 

Soft and Hard Options 

ISGubti 


If the objective seriously is to reduce government dissaving and 
cut deficit financing then the budg^-makers cannot get away by 
setting their sights only on the fiscid deficit without specifying 
how the targeted reduction in the fiscal deficit is to be achieved. 


TIU$ short note attempts to set out the 
imutt for ddwte on the question of reduc¬ 
ing tlw deficit in the government’s 
budgetary operations in the context of the 
stabilisation programme being currently 
talked about to meet the difficult 
economic situation the country is facing. 

That the deflcit can be quite different, 
depending on the manner of its measure¬ 
ment, can easily be teen from the accom¬ 
panying table. Row 3 gives the revenue ac¬ 
count deficit for three years, 1989-90, 
1990-91 (revised estimates) and 1991-92 
(Interim Budget estimate), row 6 the 
capital account surplus and row 7 the 
overall budget deHcit. In addition, in row 

8 it presented for the same three-year 
period what has recently come to be cal¬ 
led the fiscal deficit, a term formally taken 
note of in the documents of the Interim 
Union Budget for 1991-92. Finally, in row 

9 is presented the figure separately for 
1989-90 and 1990-91 of the increase in net 
RBI credit to the government. 

The deficit on revenue account reflects 
the excess of current government expen¬ 
diture over current government receipts 
and can therefore be considered, rightly 
and properly, to reflect the dissaving of 
the government sector of the economy. 
While in 1989-90, dissaving of the govern¬ 
ment sector, in the above sense; amounted 
to 2,73 per cent of GDP, the revised 
estimates for 1990-91 put it at 3.49 per 
cent. 

The government sector incurs sizeable 
expenditure on capital account and to 
finance such expen^tUre the government 
sector raises funds by borrowing from the 
other sectors, including the external sector. 
In addiUon, die deficit on revenue account 
hu to be met. Are the funds the govern¬ 
ment sector is able to borrow from the 
other secton adequate to meet both the 
sector’s own capital account requirements 
and the deficit on revenue account? In 
1989-90 they were not The revenue ac- 
coum deficit of Rs 11,912 crore was far, 
ftf in cxceu of the surplus of Rs 1,320 
crore on capital account. Hence the 


budget deficit of Rs 10,392 crore, amoun¬ 
ting to 2.43 per cent of GDP for that year. 
It is to be noted that only a small part (11.1 
per cent) of the revenue account deficit 
(Rs 1,320 crore out of Rs 11,912 crore) 
could be met out of the government 
sector’s borrowings after meeting the 
sector’s capital account expenditure com¬ 
mitments; the balance of Rs 10,592 crore 
had to be met by the sale of treasury bilb 
to the RBI, i e, through deficit financing. 
The position in 1990-91, as per the revised 
estimates, was that as much as 38.7 per 
cent of the revenue account deficit could 
be met out of borrowed funds. Although 
the budget deficit in 1989-90 and 1990-91 
(revised estimates) was nearly the same in 
absolute figures, as a proportion of GDP 
it was 2.14 per cent in 1990-91 as against 
2.43 per cent in 1989-90, indicating that 
the ratio of deficit financing had declined 
somewhat in 1990-91. 

Analytically, the change in the ratio of 
deficit financing to GDP should be of 
significance, particularly when the em¬ 
phasis of pohey has to be on containing 
inflation. However, it could well be aigued 
that, if a tab has to be kept on the extent 
of deficit financing, the figure of budget 
deficit does not reflect fully the extent to 
which the goveinment sector is financed 
by deflcit financing. The Chakravarty 
Committee argued strongly in favour of 
going by the increase in RBI credit to 
government to measure the resort to 
deficit financing. That the figure of the 
increase in RBI credit to government can 
be significantly different from the figure 
of the budget deficit can be seen from the 
table. For both 1989-90 and 1990-91 (RE) 
the former figure is considerably higher 
than the latter, though even then the ratio 
of deficit financing was considerably 
lower in 1990-91 (2 '8 per cent) than in 
1989-90 (3.17 per cent). 

Interestingly, indeed intriguingly, the 
maximum attention was focused in the 
Interim Union Budget not on the revenue 
account deficit or on the budget deficit 
or on the increase in RBI credit to govern¬ 


ment, but on what b called the flscal 
deflcit to measure which one sets off the 
entire government expenditure, i e; expen¬ 
diture on revenue account plus that on 
capital account, against the government’s 
revenue account receipts. As against the 
fiscal deficit estimated at 8.59 per cent of 
GDP in 1990-91, the target the Interim 
Budget set for 1991-92 was 6.5 per cent of 
GDP, although the budget figures as 
presented add up to a somewhat larger 
deficit of 7.02 per cent. No target is set 
for either the revenue account deficit or 
the budget deflcit. Actually, however, 
some reduction is envisaged in both the 
revenue account deficit, from 3.49 per cent 
of GDP in 1990-91 to 3.04 per cent in 
1991-92 (the absolute figure of revenue 
account deficit goes up somewhat), and 
the budget deflcit, from 2.14 per cent of 
GDP in 1990-91 to 1.71 per cent in 
1991-92. But the reduction in the fiscal 
deficit of 1.57 percentage points is sought 
principally through a significant reduction 
in capital expenditure. At the same time, 
there has been a reduction in government 
borrowing, though not to the full extent 
of the reduction in capital expenditure. 
Clearly, however, the axe is to fall in the 
current year pnnapaily on government in- 
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Tails; Union Oovesnment’s Rscsim, Expendituse and Defiois, ]9KMW, 199041 


AND 1991-92_ {Kscnm) 



1989-90 

(Actuals) 

1990-91 

Budget Revised 

1991-92* 

1 Revenue account receipts 

32,296 

57,938 

37481 

63484 


(12.00) 

(11.49) 

(11.38) 

(10.89) 

2 Revenue account expenditure 

64,208 

70,970 

74,966 

81450 


(14.73) 

(14.07) 

(14.86) 

(13.93) 

3 Defleit on Revenue account (1-2) 

11,912 

13,032 

17485 

17,766 


(2.73) 

(2.58) 

(3.49) 

(3.04) 

4 Capital account receipts' 

23,038 

29,589 

32,559 

30,998^ 


(5.75) 

(5.87) 

(6.45) 

(5.31) 

5 Capital account expenditure* 

23,718 

23,763 

25,746 

23409 


(5 44) 

(4.71) 

(5.10) 

(3.97) 

6 Surplus on capital account (4-S) 

1,320 

5,826 

6,813 

7,789 


(0.30) 

(115) 

(1.35) 

(1.33) 

7 Budget Deficit (3-i 6) 

10,392 

7,206 

10,772 

9,977 


(2.43) 

(1 43) 

(2.14) 

(1.71) 

8 Fiscal Deficit (1- (2+ 3)1=(3 + 5) 

35,630 

36,795 

43,331 

40,975^ 


(8.18) 

(7.29) 

(8.59) 

(7.02) 

9 Deficit as reflected in the increase 

13,813 

— 

13,000 

— 

in RBI credit to government 

(3.17) 

— 

(2.58) 

— 


Noia: (I) Excludes recoveries of loans and amounts raised by net sale of treasury bills to RBI 

(2) Includes Rs 2,^00 crore on account of amount to be raised through disinvestment of 
government equity in selected public sector undertakings in favour of mutual funds 
and rtnancial institutions. 

(3) Net of recoveries of loans 

(4) Exceeds the official figure by Rs 2,S00 crore on account of amount raised through 
disinvestment of government equity in public sector undertakings. Reduced by Rs 2,500 
crore the fiscal deficit would amount to 6.S9 per cent of GDP, i e, not far above the 
target of 6 S per cent set out for 1991-92. 

i'lgures in parenthesis in various rows ate respective proportions of GDP at current 
prices of the relevant years 
• Inlermi budget esiimaics 
Source: interim Union Budget, 1991-92 


vestment to achieve the tergeted decline 
in the fiscal deflate 
One can think of an altogether different 
scenario under which the revenue account 


ing the latter route the level of government 
capital expenditure and borrowing is 
maintained, whereas the path taken for 
the former route envisages si/eable reduc¬ 


tion in both govoainMlit 
lUtuK and borrowiag. 

It should be evident that by diooiing 
the route the Interim Union Budget did 
it decided to go for the soft option, an 
option that would not caO for hard ded- 
lions that would have to be taken were a 
conunitment to be made for dosing the 
revenue account gap. Nor is aiqr commit¬ 
ment entered into with respect to reduc¬ 
tion in the budget defidt or defidt fuiah- 
dng, something that one would exped to 
be high on the agenda if inflation has to 
be contained. Going by the manner of the 
Interim Union Budget, the uppermost 
concern in redudng the fiscal deficit to 
the extent it does seems to have been to 
reduce the size of total government expen¬ 
diture; between 1990-91 and 1991-92, the 
reduction proposed in expenditure, on 
revenue and capiul accounts together, is 
from 19.96 per cent of GDP to 17.90 per 
cent, i e, by 2.06 percentage points, which 
is a Uttie over 80 per cent of the scheduled 
redudion in the fiscal defleit bdween the 
two years. If however, the purpose serious¬ 
ly is to reduce government dissaving 
and/or cut deficit financing then our 
budget-makers cannot get away by setting 
their sights only on the fiscal deficit 
without specifying how the taigded reduc 
tion in the hscal deficit is to be 
achieved—how much by reducing the 
revenue account deficit, the budget deficii 
and/or capital expenditure. The argument 
here fot transparency is not for its own 
sake but to ensure that the agenda is set 
in the right terms. 


defidt has been the focus of targeting, 
then not only would there have been any 
need to reduce the government’s capital 
expenditure, but at the same time the 
government sedor’s dissaving would have 
been drastically slashed, say, from 3.49 per 
cent of GDP in 1990-91 and 3.04 per cent 
as envisaged in the Interim Union Budget 
to 1.92 per cent and even with capital 
account level of receipts and expenditures 
remaining unchanged, relative to GDP, 
the budget defidt would have come down 
drastically from 2.14 per cent in 1990-91 
to 0.47 per cent, i e, by 78 per cent. As 
for the flscal deficit, its reduction to 7.02 
per cent of GDP would still have been 
achieved. 

The difference between the two routes 
of defleit reduction ought to be noted 
straightaway. Under the route chosen in 
the Interim Budget, reduction of fiscal 
defidt is achieved only marginally through 
8 reduction of the deficit in the revenue 
account; under the alternative route the 
focus is on revenue account defidt reduc¬ 
tion. Under the former route the budget 
defidt, and hence defidt financing, is only 
partially reduced. Under the latter, it is 
drastically curtailed. Of course, by foHow- 
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Smell of Surrender 

BM 

The finance minister was so satisfied after the devaluation of the 
rupee that he declared that the foreign exchange crisis had been 
resolved and be would now turn to the "constructive tasks’ of 
Uructund adjustment of the economy. However, having lured the 
foivanment of India to put all its eggs in the IMF basket, the 
foragn creditors are playing the proverbial cat and mouse game 
vrith this country. 


THE Congress(l) government headed by 
P V Narasimha has embarked on an 
adventurous course in the management ot 
the economy and the polity The entire 
focus IS on wliat is euphemistically called 
'structural adjustment’ financed by 
massive foreign credits In this process the 
{overnment is fast losing its credibility 
md its chances of getting a foothold in 
!he prevailing alignment of political forces 
may disappear sooner than was eailier 
xlieved likely 

It IS not possible to disagree with the 
3JP leader, L K Advani that unlike 
ninonty governments in the past years, 
he present government stands completely 
solated Minority governments in the 
mist, among them one headed by Indiia 
jandhi needed outside support to assure 
hem a majority in pailiament and this 
:ast on them the political obligation to 
eek a measure of consensus on policy 
ssues The government headed by 
^ V Narasimha Rao lacks such suppoi t 
ind has, therefore, to seek a majority in 
larhament from issue to issue and from 
lay to day This is not a sustainable posi 
ion and it can collapse suddenly any time 
ind on any issue The whole arrangement 
in which the government rests is by its 
try nature, unstable 

The government’s deal with the BJP on 
he choice of speaker of the Lok Sabha 
las called into question its secular creden 
lals. The shipping out of gold reserves to 
he &ink of England, sought to be car 
led out clandestinely but soon exposed, 
s bound to have further damaged the 
ilready low credit-rating of the country 
Mnance minister Manmohan Singh had 
issured immediately after he assumed of 
ice that there svas no question of selling 
>r swapping ol gold and had promised 
hat he would bring back the gold sold by 
us predecessor to nuse foreign cred’ts He 
eems to have become so helpless that he 
$ putting all his trust in the finanaal and 
toiicy backing of the World Bank-IMP 
ombine. But even as he is feverishly 
legotiating for a big IMF loan under ns 
tructutal adjustment fadhty, the fresh 
Tedits from abroad which he expected to 


flow in aftei the devaluation and the 
changes in foreign trade policies as desired 
by the World Bank IMF combine are still 
being held back This would appear to be 
intended to expose India’s abject 
helplessness I he idea is that the govern 
nient in India should be put in such a dif 
ficuit position that it has no option but 
to submit to all the conditions, explicit 
and implicit, laid down by the foreign 
crediiois 

Interestingly even I O Patel, former 
governor of Reserve Bank of India, who 
had lecently issued a )oint statement in 
suppoit of structural adjustmem on the 
lines dictated b\ I Ml has been put of f by 
the lather feckless manner in which the 
complex problems of the economy arc 
being handled He has said that putting 
2S tonnes of reserve gold in the custody 
of tfie Rank ol I nglatid to be available as 
collateral for raising foreign credits at 
short notice was a' national humiliation” 
In spite of pledging its reserve gold, the 
country will be able to manage a loan for 
only one montfi of not more than 80 90 
per cent ol the value ol the yellow metal 
And this at interest rates much above the 
11 BOR, I G Patel has disclosed When 
questioned in parliament, the finance 
nimistci, who talks so much about lun 
nmg an open government, evaded a 
straight reply on the terms on which the 
cold had been iiansliiicd to the Bank ot 
LnglAnd Manmohan Singh’s credibility 
was not enhanced when he retracted his 
earliei criticism of the gold sale by his 
predecessor iii the finance ministry 

Manmohan Singh was so satisfied after 
the devaluation of the rupee that he 
declared that he had put an end to the 
foreign exchange crisis and he could now 
turn to the “constructive tasks” ot struc 
dural adjustment of the economy But the 
foreign c reditors, it appears, are playing 
the proverbial cat and mouse game with 
India Even after lunng India into the 
IMF parlour, fresh credits are being held 
back The government of India had mean¬ 
while been cleverly denuded of the will to 
stand up and assert its sovereignty before 
the foreign creditors All its eggs tune been 


put in the IMF bas*"*! The government 
has opted for uniesetvcd surtende Sefore 
the foreign creditors and to wor towards 
an economic and, in due course, political 
regime which suits the interests of the 
foreign creditors The notion that the 
industrially developed countries m the 
west, as a group and separately, will 
transfer real lesources to spur the stability 
and development of the Indian economy 
and polity was always fanciful These 
counines, directly and through the inter¬ 
national financial institutions controlled 
by them, may have played some role in 
augmenting the flow ol real resources to 
the developing countries for a while dur¬ 
ing the sustained expansionary phase of 
their economies after the end of the 
second war But they ceased to play 
that role alter the mid-seventies when the 
developed market economy countries 
themselves were faced with acute pro¬ 
blems This IS reflected in the so-called 
aid weariness, the shrinking of multi 
lateral concessional credits and the stif 
fening of conditionalities attached to 
bilateral as well as multilateral .redits 
advanced to the developing countries The 
World Bank and IMF in recent years have 
linked their credits to India explicitiv to 
‘disciplinary measures’ cuphcmisticallv 
termed structural adjustments 

It IS not fortuitous that during the 
eighties India played an ambivalent role 
in the global economic and political arena 
It has been adjusting step by step to the 
demands of the develop^ countries on 
the deregulation of its economy, opening 
It up for market-oriented investment of 
domestic and foreign capital, and on con 
forming to the laws of the developed 
countries on intellectual property rights 
and trade in services 

In addition to the pressure of the 
developed countries, stepping up their 
search for profitable markets for their 
export surpluses and investment, a thin 
upper crust of Indian society has been 
striving to bring about shifts in economic 
and social policies in I ne with the designs 
of the developed countries and their 
multinationals as promoted through the 
international financial institutions The 
facile notion of India emerging as a 
medium level developing country, not 
withstanding mass poverty and a level of 
industrialisation resting on a narrow scxnal 
base which has not brought about any 
change in the occupational pattern of the 
population, has been cynically encourag¬ 
ed Things are now coming to a head in 
India The so-called policy of liberalisa 
tion initiated in the early eighties and im¬ 
plemented with special energy in the se¬ 
cond half of the decaue has failed to 
deliver what was promised. While growth 
has remmned uncertain, market forces 
have tended to boost labour-saving and 
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capita]* and import-intensive technologies 
and concentration of economic power 
Experience has proved that while relaxa¬ 
tion of bureauciattc regulation is un¬ 
doubtedly necessary as well as desirable 
for unshackling industrial enterprise, 
meaningful planning and regulation of 
business activity combined with public in¬ 
vestment setting the pace for development 
are an essential condition for self- 
sustaining growth 

The joint statement issued by P N Dhar, 
I G Patel, M Narasimham and R N 
Malhotra which summarised the World 
Bank-IMF demands on India and recom¬ 
mended their acceptance was dearly a 
command performance Manmoitan 
Singh was obviously so much enamoured 
by It that he, once again ineptly, arrang 
ed Its circulation among MPs and was 
rapped for it The statement was issued 
as an ideological onslaught on what aie 
cynically referred to as outdated policies 
of an era gone by though one ot the 
signatories, 1 G Patel, had to observe in 
public that while liberalisation and decon 
trol were necessary, one should not forget 
the virtues of self^-reliance and austerity 
which ultimately led a nation to strength 
and progress 

An alternative line of policy which re 
jects the IMF line and calls for a 


LESS than a week after one of the World 
Bank vice presidents paid a handsomt 
tribute to India’s realistic exchange rate 
policy in the past few years the rupee’s 
external value was adjusted downward (to 
use official largon) or the rupee was 
devalued (in common parlance) by about 
19 per cent against the US dollar and 17 
per cent against the pound sterling in two 
stages in the first week of July Fighting 
shy of admitting the fact of devaluation 
both Reserve Bank and finance minisiiv 
officials used all kinds of euphemisms 
Though It was widely known that there 
had been no marked movements in the 
world currency markets so as to warrant 
a steep downward adjustment in the value 
of the rupee, official spokesmen bra/en 
ly maintained that what had been done 
was nothing but a routine adjustment 
Adjustments of the exchange rate are, 
of course, essential to avoid overvaluation 
of the currency, foi overvaluation 
discourages exports and encourages im 
ports It also leads holders of foreign cur 
renaes to speculate in the parallel market 
and spurs citpital flight 1 he crucial ques 
Hon here was whether the rupee was over- 


‘hnodulaied reform programme^ has been 
presented by a group, including some 
leading economists Tte programme gives 
priority to mobilisation of domestic 
resources for growth of the economy and 
welfare of the people India is faced with 
two options One is the World Bank-IMF 
line which will shift the burden of 
development on to the poor, while 
sacrificing the sovereignty of the country 
and in the process completely subvert the 
ability of the system to find an indepen¬ 
dent alternative The other is to move 
towards self reliance and an egalitarian 
social order which alone will preserve the 
economic and political sovereignty of the 
country These alternatives have to be 
squarely faced and must not be allowed 
to be obfuscated by focusing on selected 
aspects of the current economic situation, 
especially the balance of payments crisis 
To halt a suicidal policy drift and return 
to the path of independent economic and 
social development, adjustments in of 
ficial economic policy and management 
have to be made These adjustments, 
however, have to be in a direction awav 
from and opposite to the adjustments 
which the IMF is laying down as the pre 
conditions lor its loan and to which the 
C ongress(I) government is submitting as 
price for the loan 


valued Was there any evidence that the 
rupee’s value had risen in relation to those 
of the major currencies'* In a managed 
floating exchange rate regime, the 
authorities arc supposed to monitor ex 
change rale movements closely and get 
ample opportunity to correct the rate if 
It deviates from the levels considered 
desirable from the point of mainiaing 
compciiiiveness, having regard to price 
movements domestically and inter 
nationally Such downward adjustments 
of the value of the rupee have been going 
on ever since the rupee started floating in 
a managed fashion in I97S and particular 
ly so in the eighties 
Between 1980 and 1990 the rupee had 
depreciated through the crawling peg 
method by 5^ per cent against the dollar, 
*'0 per cent against the pound sterling, 60 
per cent against the deutsche mark and 
72 per cent against the yen In other 
words, on an average the value of ihe 
I upcc had been falling by 5 to 6 per cent 
per annum in relation to the principal 
international currencies Indeed, in the 
past two or three years, the rupee had 
declined on an average by 10 per cent per 


amiiim against the dollar, 13 per cent 
against the pound sterling, 15 per cent 
against the DM, 16 per cent against the 
Flench franc «id 6 per cent agpinst the 
yen Tbe rate of inflation in India, to 
which the Reserve Bank press nom lefer- 
red, compared with the rates in the rele¬ 
vant other countries by and large did not 
exceed these levels In other words, the ex¬ 
change value of the rupee has been main¬ 
tained in real terms in recent years No 
doubt It was to this ‘realistic’ exchange rate 
policy that the World Bank vice-president 
was paying kudos 

More importantlv, the devaluation of 
the rupee at a time when both domestic 
economic growth and world trade are 
forecast to decelerate is unlikely to pro¬ 
duce the expected salutary impact on ex¬ 
pot t performance Of course, prontability 
of exjijorters would improve and the rupee 
vaKie of foreign exchange reserves would 
be inflated On the other hand, import 
puces, too would go up, instantly con 
tributing to strengthening of domestic in 
flationary pressures and reinforcing the 
high cost economy, thereby necessitating 
further downward adjustments ot the 
rupee’s exchange value in the course of the 
normal working of the exchange rate ad 
justment mechanism—a vicious circle 
The adverse effects ot any strengthening 
of inflationary pressures on the poorer 
sections of the population do not, of 
course, need to 1^ emphasised 

1 ven if the flawed official justification 
of the devaluation is accepted, the im 
mediate impact will in any case not be 
favourable because of what is known as 
ihe ‘I’ effect—that prices adjust faster 
than the volume of trade so as to give an 
unfavourable turn to the terms of trade 
In other words, the trade deficit would 
continue to grow despite the effective 
devaluation ot the currency until im 
porters switch to alternative domestic 
supply sources and exporters win back oi 
expand market shares India may thus 
have to wait for a year and more to sec 
the expected beneficial effects on balance 
of payments ot the devaluation By then 
It may well be a diffeient ball game for 
the country’s polity as much as for its 
economy 
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Manipiiri^s Thwarted Claim for 
Recognition 

Kri»hn« Chaitanya 

The katg^standing and legitimate demand for inclusion of 
Manipuri in the eighth schedule of the constitution is thinning to 
acquire a militant hue. 


MANIPURI i$ the richest and the most 
widely spoken of the languages belonging 
to the 'Ilbeian-Burniese-Kukichin languages 
family which together with the Munda 
language family are not represented in the 
eigl^th schedule of the constitution, in 
which only languages belonging to the 
Aryan language family and the Dravid 
language family have been included. As 
many as ten languages from the Aryan 
and four from the Dravid language fami¬ 
lies figure m the eighth schedule of the 
constitution. But the other language fami¬ 
lies. i e, the Tibet on-Burmese-Kukichin 
family and the Munda family spoken by 
the tribals have not been so included. 

Among, the Tibetan-Burmese-Kukichin 
languages spoken by the tribals in the 
north eastern states, the claim of 
Manipuri for inclusion in the eighth 
schedule is the strongest, since it is spoken 
by the largest number of the people in the 
region, after Assamese. Thus Manipuri 
fulfils all the requisites which should 
qualify it for the constitutional recogni¬ 
tion. But the legitimate clqlm of the 
Manipuri for being included in the eighth 
schedule has all along been rejected by the 
successive government in India. “If a 
language is to be recognised”, India's first 
prime minister, Jawaharlal Nehru had told 
the Lok Sabha on August 7, 1958, in what 
was supposed to be a policy statement on 
the issue, “it must fulfil two important 
criteria; the more widespread character oi 
the language and the use of the language 
by a large number of people”. 

Manipuri as per the last Census (1981) 
is spoken by around n lakh people, or by 
about 67 per cent of the population in 
Manipur, by around 2 lakh people in 
Assam, by 30,000 in Tripura, by 3,000 in 
Mizoram and by another thousand in 
Meghalaya. Besides, a popular dialect of 
Manipuri, known as ‘Meiteilon’ is spoken 
by a section of the population in west 
Bengal and Uttar Pradesh as well. Mani¬ 
puri is also the official and ‘court langu- 
Mc' inside the sute of Manipur. Indeed 
it has been so since time immemorial. 
During the period of monarchy, it was the 
language of the king’s court. All the royal 
edicts and other sources upon which 
Manipur’a recorded history has been bas¬ 
ed, ue in ManiiHiri. Hie Britishers, after 
their annexation of Manipur, allowed 


Marapuri to be the link language Through¬ 
out Manipur’s recoided history it has been 
the court language known as ‘Chairap’ 
and ‘Kuchu* in Its criminal courts known 
as ‘Garod’ and in the special courts for 
women known as ‘Pachas’. At the time of 
independence in 1947, Manipuri was 
made the official language of Manipur. 
In the same year, the Court Act, 1947 
made Manipuri the recognised language 
for the auxiliary courts of the high court. 

Manipuri in lact is the one language of 
the north east with a script that is more 
than a century old. The origin of the 
language, as such, dates back to as e&rly 
as 500 B C. Owing to its richness, the 
Bharatiya Sahitya Academy has recognis¬ 
ed It as one of the advanced modern 
languages of the country. The Jawahar 
Lai Nehru University, Delhi has introduc¬ 
ed Manipuri at the post-graduate level by 
opening a separate Manipuri centre. Other 
prominent universmes like Delhi, Guwahati 
and North Bengal have also deemed it 
proper to offer Manipuri as an alternative 
language paper. Inside Manipur, it has 
been made the medium of instruction 
right from the primary to the post¬ 
graduate level. On another plane, aiound 
four-fifths of the programmes broad¬ 
casted from the Imphal are in Manipuri. 
Other stations like Guwahati, Silchar and 
Agartala also regularly broadcast pio- 
grammes in Manipuri. Despite this, the 
Manipuris’ demand for granting their 
language a place in the eighth schedule of 
the constitution has been persistently re¬ 
jected, even though languages which do 
not fulfil these two criteria, at least not 
as comprehensively as Manipuri does 
(such as Sindhi), have been granted the 
privileged status. The chairman of the 
Manipuri Language Co-ordination Com¬ 
mittee Niromba points out thu according 
to the 1981 Censu.s, Sindhi is spoken by 
barely nine lakh people whereas Manifftiri 
is spoken by more than 15.5 lakh people. 

But then, Sindhi belongs to the Aryan 
languages family, the speakers of which 
together with those of the Dravid language 
group live in what passes, as the 'mainland 
of India and constitutes the so-chlled 
’mainstream’ of Indian society and polity, 
whereas the users of Manipuri live in the 
north eastern states which our ruling elites 
treat as no better than their imperialistic 


stroiU(holds. How can the language of a 
colpny be given a place in the constitu¬ 
tion of the master country? There cannot 
be any other explanation for the denial of 
constitutional recognition to Manipuri. 

It is this attitude of our ruling elites, of 
which the denial of constitutional recogni¬ 
tion to Manipuri is a typical example, that 
is responsible for the continued alienation 
of the north eastern tribal societies from 
the national mainstream. The rejection of 
the legitimate aspiration of Manipuris has 
naturally generated a feeling of hurt, bit¬ 
terness and alienation. Such feelings are 
understandable if we consider the inferior 
treatment to which the language is being 
subjected. Manipun children grow up 
receiving education in Manipuri but when 
they begin job hunting they find that they 
are not allowed to uke up examinations 
for civil and other services of the govern¬ 
ment of India in their own language. Thus 
they find that the already limited number 
of government jobs available are further 
limited in their case. Similarly, even 
though recognised by the Bharatiya 
Sahitya Academy as an advanced modern 
Indian language, works ol art and lite¬ 
rature in Manipuri aje subject;u to in¬ 
ferior treatment. For instance, Manipuri 
dramas are denied entry in the annual 
drama competition organised by 'he AIR. 
Nor are Manipuri films accepted for the 
film festivals except in a special category. 
Again, though Manipuri legislators speak 
only in Manipuri, in the state legislature. 
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MPs from Manipur are not allowed to do 
so in the parliament 

Such humiliations naturally create 
resentment and if not remedied is bound 
to lead to rebellion Until 1989 it was sole 
ly the Manipun Language Demand Com 
mittee, an oiganisaiion of intellectuals <tnd 
literary rigure, which had been articulating 
the aspirations ot the Manipuns on the 
language issue Their method of such ai 
ticulation was confined to rallies and 
seminars both at Imphal and Delhi and 
to sending memorandums to the govern 
menl However, at the time of the 198° 
general election tne Ail Manipui Students 
Union (AMSU) decided that they had 
enough of menioiandums and assurances 
AMSU not onl) took the lead in (he for 
mation ol Manipur 1 anguagt Demand 
Co oidination Committee (Ml DCC) but 
also suuecdcd in persuading o ganisation 
like Tnpura Upjatiya >uva Samiti (TUIAS), 
All Assam Manipur Students Union and 
Manipun Apunda which is the co ordi 
nating body ol Manipuns living in various 
north eastern state other than Manipur 
to extend their unetiuivoval support to the 
causeof Manipun ling age AMSU also 
asked the political p n ties in Manipur and 
their candidates to spell out their stand 
on the language issue in clear cut terms 
Parties other than Congrcss(I), like 
Manipun Peo|ile Party and the lanata Dal 
promised that they would e\trt pressure 
on the central government to include 
Manipun in the eighth schedule Accor 
ding to Niromba, some ol the candidates 
even promised that if they tailed to solve 
the language i sue they would reifign their 
seats 

After the formation ot the National 
Front government ..i the ccniie, the newly 
formed language con mitttc again sent a 
memorandi ntottiegovcinmciu It took 
three months for the govciiiment to 
acknowledge it But what the committee 
received was a terse reply that extending 
the eighth schedule would create many 
problems and so the government’s Ian 
guage policy would ttmain unchanged 
Enraged by this betrayal, the committee 
announced the resumption of its strugg e 
and again the AMSU took the lead by .'n 
flouncing Its decision to boycott ihc 
schools and colleges From lanuary 1990 
AMSU organised a spate ot bandhs and 
demonstrations on this issue The 
response of the present Mampuri govern 
ment which came tc power on an election 
manifesto that promised inclusion of the 
language in the eighth schedule ot the 
constitution was like that ol any ithci 
govcrnmcni—ordering the [aramilitary 
forces to suppres it Thus during the last 
one year at least five agitationists have 
been killed and several others injured m 
the pobce firing In lanuarv last, AMSU 
idso gave a call fot boycott of republic day 
fun&on which was a success 

itirttrtAiiirhAt nms 


the agitation is lU renewed vigour and a 
clear militancy with the youth and students 
coming into the forefront of the struggle. 
Previously it had been the Manipur 
Sahitya Panshad firstly and the Manipun 
1 anguage Demand Committee later on, 
which had been spearheading the strug¬ 
gle by organising demonstration in Im¬ 
phal, celebrating Manipun day in Delhi, 
organising seminars in Imphal and Delhi 
and submitting memorandums to the 
government Such actions had elicited 
only hollow promises 
In May last, panicked by the militancy 
ot the movement the then chief minister 
Ranbir Singh rushed to New Delhi with 
an all pany delegation minus Congres$(I), 
which has been opposing the move for 
Manipun’s inclusion in the eighth 
schedule The delegation met the then 
prime minister V P Singh who is reported 
to have assured the delegation that he 
layouts the inclusion of not only 
Manipun but some mote languages in the 
eighth schedule V P Singh is also reported 
to have asked the delegation to mobilise 
the support ol the opposition parties, par 
ticulaily (hat of the Congress(I) so that 


bill on the issue u and when Introduee^ 
does not fall through in the parlMment. 

The MLDC however, boycotted the all 
party delegation and uistead' sent a 
separate memorandum putting forward 
the legitimate claim of Manipun and re¬ 
questing ihe PM to expedite the procesi 
of granting constitutional recognition to 
Manipun However, these eight or mne 
months since then have seen no actior 
emanating from the government side on 
the issue 

The inclusion of Manipun in the eij^hth 
schedule is urgently called for to correct 
the grave injustice meted out to Mani> 
puns Any procrastination on the issue 
will only support the insurgents’ argument 
that—there is no salvation for the nonh 
eastern tribals under the Indian constitu¬ 
tion, that Indian imperialists will not 
allow the tnbals their legitimate rights, 
that there is no difference between vanous 
political panics and so irrespective ol 
whichever pany comes to power tKb nonh 
east will continue to be treated like a 
colony and the Indian polity holds out 
no hope for the fulfilment ol genuine 
regional democ’ratic aspirations 
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Peirceptioii and Presentation 
A Telugu Film on Naxalites 

K Balagopal 


The changes that have occurred in the establishment’s picture of 
Naxahsm have run a tortuous course. Each time in the recent past 
when It thought that a proper way of presenting the Naxalites to 
the people had been devised it discovered that the reality had 
moved ahead and the framework had to be re-done. An instance 
of the latest recasting of the framework is the recently made film 
People’s Encounter. 


I 

WHA7 (he ruling class thinks of a 
rebellion, what it wants the rebellious 
classes and the intermediary classes to 
think It thinks, and what it wants those 
people themselves to think, are three dif 
fercnt though closely interrelated things 
OI these, only the last two are visible 
They art expressed in the press, in 
cinemas, in literature, in politicians’ 
platitudes and polemics, in academic 
theories, etc, intermixed Irom below with 
some amount or other ol the opinions of 
the intermediarv classes and alfected to 
one extent or othei bv the internal con 
tradif tions within the e^tuhlnhmeni The 
Inst of the three—what the ruling class 
Itself thinks of tht rebellion—can only be 
inferied Irom the last two Simultaneously 
one infers also the current state of the rela 
non between ihL ruling class and the 
lebellioii, that is to say the current state 
of the class struggle, for it is this that 
ultimately decides is hat the ruling class 
thinks and what it says, and the gap bet¬ 
ween the two This IS the true ‘meaning’ 
of the theories, the polemics, the ideas 
and the myths propagated through the 
cinemas, the press, literature, and other 
‘forms of^ocial consciousness’ 

The analysis of thought structures, of 
frameworks of cognition, is in fashion 
these days The project is inherently 
epistemological but usually it is the 
epistemology that is most ambiguous A 
socially significant framework of cogni¬ 
tion can be made sense of only as the 
product of a particular tension in the 
historically evolving totality of social rela 
tions, these ifelaiions are real and exier 
nal to the framework, and they determine 
the various frameworks employed to 
cognise them Underlying any act of 
cognition IS the social-historical process 
that IS simultaneously a product of human 
praettee and—at any given cross section 
of time and place—the determinant firstly 
of objective limitations to the possibilities 
of human practice and secondly of a 


range of framewoiks of cognition, a range 
of structures of social consciousnm It is 
not that any framework can be chosen by 
anybody, on the contrary the position that 
a group or class occupies in the objective 
historical process and the choice it makes 
from among the possibilities of practice 
open to It in the current state of the social 
struggle play a determining role in this 
choice And it is not that any choice is 
equally valid in the sense of being true to 
reality or equally honest in the sense of 
being genuinely believed by its pro 
ponents The fidelity of any ideology to 
objective truth—Its capacity to cognise 
reality faithfully—and to subjective 
truth-Its concuircnce wj^th vvhat the class 
or group that propounds it really believes 
to be true—vanes, and it can be by and 
iaige said that the more a social class or 
group IS on tlie ascendant, (he more that 
It IS able to carry others with it and 
IS courageous in the choice of the 
possibilities open to it, the more ef 
ficacious will be the framework ol cogni 
tion It ‘chooses’ and the moie honest will 
be Its presentation of its perceptions 
Analysis of thought-structures, therefore, 
cannot end with a clarification ol its 
internal relations nor with a merely for 
mal linking with a mutilated reality that 
IS neither seen as part of a totality nor as 
part of history nor—most importantly— 
as a determinant ol the cognitive struc 
ture but onlv as an epistemologically 
unrelated symbolic parallel The analysis 
must in/er the congnitive structure from 
(he leality that is epistemologically prior 
to It, though It IS perceived and analysed 
through one cognitive stiucture or othei 
Many objections will be raised to this 
project It will be said that such a process 
of reduction will stumble upon too many 
irreducibics but while the difficulty of 
executing the pri ject in full must be ad 
milted, two things need to be added one, 
the very lack of a holistic-historical 
outlook encourages analysts to discover 
more irreducibles than are actually there, 
t wo, as 1 enin said, scientific materialism 


unabashedly admits thm iiaivte nMifim tt 
Its first cousm Whatever the almlyticat 
difficulties of reducing an ideology to its 
material base, unless one posiu the 
existence of such an epistemologicl rela¬ 
tion, one will be left with a pohucally 
debilitating agnosticism The nonchalant¬ 
ly truth-neutral, value-neutral way in 
which the word ‘discouise’ is being ban¬ 
died about these days makes it necessary 
to emphasise this It will further be asked* 
when reality is never perceived directly but 
only through one framework of thought 
or other, and when all possible frame¬ 
works are generated by that reality itself, 
hew does one get hold of a tramework 
that explains every other framework, a 
framework that will judge the truth, the 
honesty and the efficacy ol every other 
framework It is precisely here that the 
replacement of epistemologically sound 
notions like practice, ideology, class 
interest, progress, etc, with the dubious 
notions brought into being by the latest 
explorations in Mimanta Shasim—OT 
perhaps one should call it mtia-Mimansa 
S/ios/nt—should be thoroughly critiased 
All frameworks of consciousncs. are not 
equally valid, equally honest or equally 
fruitful The capacity of a given cognitive 
structure to reveal the truth depends on 
which social practice has generated it The 
most advanced social practice, (hat of the 
historically most dynamic social class or 
group taking maximum advantage of the 
possibilities open to it, generates the 
framework ol thought most faithful to 
contemporary reality, and the framework 
of expression most faithful to itself Such 
a framework can 'see' the reality underly¬ 
ing other cognitive accounts If it is finally 
objected (hat (here is no analytical test for 
determining which is the most advanced 
social class or group nor which is the best 
possible choice of the opportunities open 
to It, and that therefore the philosophical 
project ceases to be purely analytical and 
becomes political, then the answer is that 
that IS as it should be Indeed, unless the 
philosophical project ceases to be purely 
analytical and actually becomes political, 
we cannot rid ourselves of this crippling 
agnosticism that crops up again and 
again in ever new and seemingly radical 
and intellectually very fashionable forms 
Intellectual history, unfortunately, appears 
to be moving in the opposite direction 
From being theorists of a reality that they 
made no attempt to change, the most 
fashionable thinkers are turning into 
theorists ol a meaning that knows no 
criterion of truth and falsity The meta- 
theoretic project makes sense only as a 
critique of theories born of reactionary, 
conservative or hesitant social practices 
Irom the stand-point of the theoretical 
position ol the most advanced soaal prec- 
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tice. Otherwise the notion of thought 
climbing over itself snd turning into an 
abstraction that looks down upon its own 
concreteness is merely the latest conceit 
invented by the alienated human imeiiect. 

II 

The ‘Naxalite menace’ has started 
menacing the framework of under¬ 
standing popularised by the establishment 
in Andhra Pradesh. Indeed it is this 
menace rather than the actual ‘menace* 
that is resulting in frustrated outpourings 
in the press and elsewhere. Each time in 
the recent past when they thought they 
had evolved a proper way of conceptualis¬ 
ing and presenting the Naxalites to the 
people, they have discovered that reality 
has moved ahead, and they have to re-do 
their framework. The more the people at 
large start looking to the Naxalite move¬ 
ment as a possible political alternative the 
more difficult becomes the task of devis¬ 
ing a credible but negative presentation of 
the ‘Naxalite problem’. 

The changes that have come about in 
the establishment's picture of Naxalism 
have run quite a tortuous course It should 
not be thought that the picture has been 
purposefully created by some Board of 
Ideological Managers; nor is it true that 
at each turning point in the political strug¬ 
gle between the revolutionaries and the 
establishment, a whole paradigm has been 
discarded and a new one constructed. No 
such thing has happened. But individual 
themes have been devised, elaborated and 
discarded, and at any given point of time 
what prevails is a not very coherent total 
picture. What has destroyed the coherence 
is not the general truth that ideology is 
rarely consciously crafted, a fact which 
has never obstructed coherence, but a two¬ 
fold change that has gradually crept over 
the state’s politics. One is the degenera¬ 
tion of ruling class politics to a level that 
is all set to vie with the popular image of 
Bihar, a fact that destroys the propagan¬ 
da value of the image of violence com¬ 
monly used to describe Naxalism; and the 
second is the recent success of revolu¬ 
tionary politics in catching the imagina¬ 
tion of the broad masses as a political 
alteraative, as distinct from a successful 
strategy of social and economic militancy. 
There was a time, not long ago, when 
revolutionary politics appealed only to its 
immediate social and economic bene¬ 
ficiaries and visionary idealists. It is only 
recently that in the search for an alter¬ 
native to the absolutely disgusting level to 
which ruling class politics is degenerating 
rapidly, Naxalite politics has started cat¬ 
ching the imagination of a large section 
of the public The revolutionary groups 
themselves do not appear to have fully ap¬ 
preciated the significance of this change 


which would requite ctmsidendtie reorien¬ 
tation of their organisational methods, 
but that is not of mudi moment right 
now. The change and the particular ten¬ 
sion it generates in the relation between 
the ruling classes and the people at 
large—both in their manifestation as toil¬ 
ing and oppressed masses and as political 
animals—as well as the tensions it 
generates within various sections of the 
propertied classes, puts a heavy pressure 
on the conscious and unconscious creators 
of ideology, and on the possibility of 
viable and coherent cognitive framework.s. 

There is a recent vantage point from 
which one can study the outcome of these 
tensions and piessures. That is a film 
recently made by Ramoji Rao entitled 
People's tncounier. Ramoji Rao is the 
most class conscious representative of the 
dominant section of the provincial elite of 
Andhra Pradesh, and also a man who has 
always been conscious of the importance 
of political and ideological tasks. To give 
him due credit, he is not guilty of the 
usual incompetence and inefficiency in the 
execution of the task he .sets himself, a 
trait that sets him apart in a class that 
characteristically vulgarises and bungles 
any task that requires the slightest finesse. 
What Ramoji Rao and his class really 
think of the Naxalites and what he wishes 
to suggest that the people should think ol 
them, are closely interwoven in the themes 
and images that constitute the film. It is 
the latter that is explicit and visible, lor 
when a class-conscious elite produces a 
piece of art or literature what it is telling 
you is primarily not what it thinks, but 
rather what it would like you to think, 
unlike an oppiesscd cta.ss or group, whose 
art is primarily a statement of its own 
ideas. To pul it differently, the an ot an 
oppressed class is never honesi whereas 
the art ot the oppressed is always honest 
even when it is untrue. 

In creating a ciitical image, ihcie are 
two possible choices. One is to pick up the 
deviance and errors of the original and 
create a summary and pass it oft as the 
image of the original: the second is to 
Ignore the deviance and stick to essentials 
but give It an interpretation that recom¬ 
mends Its rejection. The image of Naxalism 
created by the Telugu pre.ss in which 
Ramoji Rao’s Eenadu has generally played 
a leading role has primarily been of the 
lirst type. The acts of arbitrary violence 
and extortion are totalled up and labelled 
•revolution. But in making this film, which 
IS a more explicitly ideological venture- 
and also, incidentally, a more directly 
commercial venture—Ramoji Rao rejects 
that method and creates an image of the 
second type. This is one reason why the 
police was reportedly unhappy with the 
film, for they would have liked an ex- 


poniK bf tbe bad «idt «r 
ptditks rather than tlw oiaatim of a IRIM 
complex imi«e which, in their view, gives 
needless te^timacy to the Naxalites. They 
cannot, of course, umjerstand that the 
legitimacy has already arrived, and the 
film is only being intelligent enough in 
realising that it has. 

The dialogue between violence and 
non-violence is a c^tral theme of the 
film. There was a time when this o|:^i- 
tion formed the staple of the ruling 
classes’ presentation of the 'Naxalite ques¬ 
tion’. The dialogue, naturally, used to end 
in a vindication of non-violence as the 
path best suited to our culture, to the 
tenets of humanism, and the only l^i- 
timate political choice in a parliamentary 
democracy. There was undoubtedly a time 
when this presentation had an element of 
honesty (which we have earlier distin¬ 
guished from truth) in the sense that 
India’s ruling classes did believe that they 
could sort out their internal political pro¬ 
blems and deal with the dissatisfaction of 
the masses through the institutions of 
democracy without recourse to abnormal 
quantities of explicit violence. Today its 
use cannot boast ol even tharmuch of 
honesty. 

And yet the dialogue between violence 
and non-violence continues to haunt the 
ideologues ol the propertied classes. It is 
principally a measure of the intellectual 
bankruptcy that the degeneration of their 
material existence has driven them to, but 
Ramoji Rao adds iwo supplementary 
arguments centred around the problem of 
violence to salvage something from the 
demise of non-violence as an ideological 
weapon The protagonist of non-violence 
in the film—and of everything else the 
director wishes to tell—is a woman doc¬ 
tor by name Jyoti. She is a very human 
creature in contrast to both the Naxalites 
and the police. She is charming, has a 
sense ot humour, and expresses many 
homely* sentimeilts. It is easy for the 
viewers to take a liking to her and iden¬ 
tify with her. And she is a determined and 
principled votary of non-violence. She 
gives up her policeman hu.sband because 
she cannot accept the taking of human life 
m the name of 'performance of duty’ and 
she disagrees with her Naxalite brother 
because she cannot accept the taking of 
human Ijfe in the name of a better future. 
She represents all the non-violence centred 
arguments the film-maker uses against 
Naxalites; the traditional one that it is 
morally wrong, and the supplementary 
ones added (though by no means in¬ 
vented) by the nim-maker, that violence 
IS unnecessary for achieving justice and 
that it brings needless repression onto th< 
masses. The first argument was greeted 
with derision and mirth by viewers in 
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^aemsWlt lienw ^ State, Jyoti titt 
widMyed doctor gives lectures to the 
Naxaiites about democracy and violence 
and chaUenges the Naxaiites to give up 
their padi of violence and aspire for power 
by inotHliking mass support and par- 
iMpating in elections. Given the stark 
reality that elections are not won by 
mobilising mass support but by mobilis¬ 
ing liquor, money and muscle power 
which is as violent a method as the pro¬ 
verbial ‘barrel of the gun’, this argument 
does not carry much conviction with the 
viewers. The maker of the film is no more 
convinced—less indeed, for he cannot 
possibly have any of the doubts that the 
gullible among the masses may have—but 
he would like to convince them if at all 
that is possible. There being not much 
possibility of that, Ramoji Rao adds to 
the moral argument the more ‘pragmatic’ 
argument embodied in the second: peo¬ 
ple's problems can be solved by legal and 
democratic means if only one has the pa¬ 
tience to pursue the effort; such patience, 
indeed, is the price one pays for demo¬ 
cracy; and it is ony the impatient who take 
to violence as a quick and easy solution. 
A situation is introduced to try out this 
argument. A landlord living in a tribal 
area, finding that the tribals are resisting 
his attempts to grab their land, manages 
to get an eviction order from the govern¬ 
ment on the ground that the tribals' land 
is to become part of a tiger sanctuary. 
When the tribals resist the eviction order 
and stage a dharna peacefully under the 
leadership of the good-hearted doctor the 
police intervene and beat them up mer¬ 
cilessly. The Naxaiites then enter the pic¬ 
ture, charge at the policemen with dread¬ 
ful looking automatic weapons, and drive, 
them away. The doctor remonstrates 
against this violent intervention which 
would only bring repression upon the 
tribals. She issues a challenge that she 
would get the eviction order stayed by 
legal means and the Naxaiites laugh at her.. 
(So, indeed, do the viewers in the hall). 
She first encounters the hurdle of corrupt 
ministers and pliant olTicials. A genuine 
dilemma is thus introduced which, if 
unravelled realistically, could have made 
for a meaningful discussion of at least one 
important aspect of ‘the Naxalite pro¬ 
blem’. But the dilemma is resolved most 
dishonestly. The stale's high court, allow¬ 
ing a petition against the eviction filed by 
the doctor, pronounces that since there is 
no evidence of the presence of tigers in 
the area the eviction should be stopped; 
and it even discharges at one stroke the 
tribals from the criminal case of trespass 
and resistance of authority filed against 
them. This is a dishonestly anti-climactic 
denouement, for if it had been so easy to 
move our courts and obtain justice for the 
poor and the oppressed the question of 


political violence would never have arisen 
except as an abstract debate Cemununist 
revolutionaries may believe that the work¬ 
ing masses cannot obtain political power 
by peaceful means, but the working 
masses themselves, taken as a whole, are 
attracted initially to revolutionary violence 
not for this reason but for the reason that 
it offers a feasible way of obtaining justice 
in a society in which none of the legi¬ 
timate institutions of authority are effec¬ 
tive in doing so. Ramoji Rao is close 
enough to the administration to know that 
there are literally hundreds of cases of 
tribals petitioning cither the courts or the 
government about eviction from their land 
in the name of forest conservancy if not 
animal sanctuaries; and that very few of 
these petitions have been settled in favour 
of the tribals; and further that it is only 
where the Naxaiites have intervened and 
either organised a tribal protest or 
threatened the officials that the evictions 
have stopped, the total quantity of forest 
land thus being in the ‘illegal’ enjoyment 
of the tribals tallying upwards of four 
hundred thousand acres in the State. And 
he is also knowledgeable enough about 
the ways of the world to know that the 
common experience of persons who are 
organising the poor and the oppressed 
through legal and peaceful means is one 
of tremendous frustration. It is an insult 
to the intelligence of the people to sug¬ 
gest that they are resorting to violence 
when a writ petition in the high court 
would work equally well. 

in any case the argument convinces no 
one. So the film employs as its central 
theme the third argument centred around 
the question of violence This argument 
is basically no more honest, but that does 
not matter from the point of view of ef¬ 
ficacy since it is not yet totally discredited. 
It is clever enough to use non-violence, not 
as an argument on behalf of the system 
and against the revolutionaries, but on 
behalf of the people, and agaimt the 
e’itahlishmeni as well as the revolu¬ 
tionaries: ‘your violence and their violence 
■ is crushing us on both sides’. This argu¬ 
ment of ‘the common people caught bet¬ 
ween Naxalite violence and police 
violence’ is a happy solution to the dilem¬ 
ma the Telugu press faced some time ago, 
of how to stop Ignoring the very evident 
occurrence of ‘police excesses' and yet not 
lend credibility to the politics of Naxaiites. 
It was popularised by Ramoji Rao’s own 
Eenadu and picked up gleefully by the rest 
of the Telugu press. It is this ‘encounter’ 
of the people with the corrupt, brutal and 
immoral establishment on one side and 
the impatient and cold blooded Naxaiites 
on the other side that gives the film its 
title. It is only in this form that the argu¬ 
ment of non-violenc'e retains any presen- 
lability at all. 


But why do Naxalites'use violence, and 
why do the police crush the people 
violently? This question has to be 
answered by the establishment's presen¬ 
tation of the ‘Naxalite problem’. The 
revolutionaries themselves explain their 
violence as a necessary means for the 
ovenhrow of the armed might of the sute 
of the propertied classes and the establish¬ 
ment of the political rule of the vrorking 
masses. This, naturally, is never discussed 
in the establishment’s presentation, 
though a person like Ramoji Rao who was 
once upon a lime a fellow-traveller can¬ 
not claim to be unfamiliar with it. The 
police view of revolutionary violence con¬ 
sists of two elements: that it is a species 
of gangsterism with which some people 
acquire wealth and power; and that it is 
a desperate way to political power that 
parties which are unable to win elections 
have opted for. These arguments, however 
much the maker of the film may find 
them appealing, are not acceptable to the 
people and therefore they cannot become 
part of a credible presentation. The argu¬ 
ment for revolutionary violence that is 
most commonly given and widely ac¬ 
cepted by the masses is that it is the only 
feasible way of obtaining justice in a 
society wherein every institution of 
democracy has been prostituted to the 
purposes of the rich and the powerful. 
This explanation is widely prevalent, and 
has even been publicised well by the press 
whose small town reporters, have all got 
converted to this view much to the an¬ 
noyance of their editors and proprietors. 
This view of Naxalite violence frequently 
results in the bemusement of its converts 
for a considerable part of Naxalite 
violence is oriented towards their larger 
aims and is in no way related to the solu¬ 
tion of any immediate problem, but never¬ 
theless it has held its ground and is gain¬ 
ing rapid acceptance. Ramoji Rao takes 
over this version for his film, but incor¬ 
porates it as part of the basic theme where 
the ‘people’ are pitted against the corrupt 
and brutal establishment as well as the 
cold-blooded revolutionaries: selfish 
politicians and corrupt' administrators 
have subverted our democracy, and the 
Naxaiites, a mixture of impatient idealism 
and cold-blooded calculation, are taking 
advantage of the resultant crisis to offer 
quick and ruthless solutions to problems 
for which the system offers no solution, 
but in the process they are completing the 
destruction of the system and paving their 
way to power with the blood of innocent 
people. Police violence, in this presenta¬ 
tion, becomes a necessary counter to this 
strategy, for no system can silently allow 
subversives to tate advantage of whatever 
is rotten within. But the hatred that the 
people have for the brutalities of the 
police is such that Ramoji Rao cannot af- 



ford to Ignore it if his effort is to have 
credibibty, and so the actual depiction of 
the police is in a terribly uncompiimen 
tary light Indeed the film shows the police 
in such a bad light—as a bunch of cor 
rupt, self-serving, bunglers—that the 
police establishment of the state was 
reponedly very unhappy with the censors 
for having allowed the film However, the 
common feeling that people have towards 
the police is such that it is impossible to 
make a film on political violence that will 
be credible enough for the people to see 
It, and will also please the police In any 
case this kind of a presentation of what 
IS ‘rotten’ in the police does not in an\ way 
militate against the role attributed to it in 
the total political context 
Even within an empirical understanding 
of the question of political violence as an 
efficacious way of solving people’s pro 
blems in a system in which all normal 
means of justice have been subverted and 
destroyed, there is third element to the 
debate that even the most honest presen 
tation of the luling class will not discuss 
It IS nut merely a question ol revolu 
tionary violence vs police violence To 
admit the first term into the discussion 
would be fatal to the kind of presentation 
that Ramoji Kao makes And so it is not 
admitted but instead is subsumed undei 
the confession that the people do have a 
lot of problems whose solution is being 
rendered impossible bv corrupt and met 
ftcient administrators and degenerate 
politicians, leading to the search lor 
violent means of solution 1 hat violence 
poverty, hunger, destitution, iiiequalitv, 
domination, opptession, unireedom—is 
inherent in social stiucture is not admit 
led, lor that would alter the whole con 
text of the discussion ot revolulionarv 
violence All that is admitted is that while 
the system may not exactly be a gaidcn 
of f den It IS basically livable and wotkable 
except that unfortunately thcie has been 
a growth ot coiruption, brutaliiv and 
other undesiiable traits laielv which iicvds 
urgent lemedv Some apples, in other 
words, have started rotting In this tilni, 
the systjem is rcpiescnted by a brutal, op 
pressive and lecherous landlord living in 
a tribal area and the loiest and police 
officials who are subseivicnt to him 1 he 
landlord has forced a woman to live with 
him and offer her bodv to the government 
servants who are his henchmen (She 
finally denounces him in a people's court 
and gets him shot dead by the Naxalites) 
The him makes no efiort to hide the 
ugliness ol these rotten apples, a detei- 
mination that covers a bigger resolve to 
never admit that what is rotten is more 
than a lew- or many, for that matter- 
individuals 1 his deceptively confessional 
attitude IS now quite typical of the public 
face the ruling class puts on It is so con 


scious of the need to admit just this much 
and nothing more that the moment you 
try to bring in the argument that the struc¬ 
ture Itself is unjust and iniquitous it bursts 
out with angry rhetoric about Poland, 
Roumania and Tiananmen Square 

Naturally, when only this much of rot¬ 
tenness IS admitted and the possibility of 
curing It by means sanctioned by this very 
structure is asserted, then revolutionary 
violence starts hanging in the ait, bcieft 
of a material basis and a historical 
juslifieation It becomes an autonomous 
at f of politii at (hmee made hv self-wiHetl 
indniduals, a thotte that need not have 
been made at all, had those individuals 
not willed it lopnciously Once the ic*volu 
lion IS thus made an act ol autonomous 
choice that need not al all have been 
made, the suppiession of revolutionaries 
and the people behind them bv the state 
becomes an act of legitimate couniei 
violence in sell defence And it the people 
au haimed in ihc piocess, that is 
eslicmely repichensible. but il is verv 
evident who caused the whole thing It is 
the determination >o save this argument 
about ‘who suried 'i' that leads to such 
passion.iU ouibuisistiboui what happen 
ed III eastcin I urope whenevei you liv lo 
talk about the violence inherent in the 
stiucture ol oui society, a violence ihai 
IS leproduccd and not cured by its 
insiitiiiioiis 

I he moment tevolution is tuincd into 
a capricious ad aiiiunomous ol histuiictil 
necessity, it becomes whimsical and ar 
biit.iiv lomamic and brutal Iheronuin 
tic and the brutal an the most compelling 
qualities ot Ihc images ol revolution this 
lilm presents The large maiontv ol ac 
lual 'Naxalites die quite mundane tti 
dividuals living underground oi above, 
oiganising people m villages, mines, col 
leges, lactones and ‘basiis’, but this lilm 
knows nothing ot their existence I he 
'Naxalites, lor this lilm, are lough voung 
men and women who dwell in permanent 
isolation on the invisible slopes ol the 
otint side ol the hill When the tribals 
need them they become mysienously 
awan of it and come dancing over the hill 
to the accompaniment of heralding music, 
dressed iii olive gieen and carrying very 
lerriblc looking automatic firearms 1 hey 
Stan tiling hum their weapons without 
even slopping lo take aim, and depart 
back to the other side ol the hill the 
moment thev have killed enough Now 
and then they make a short and contemp¬ 
tuous speech m leply to the doctor’s volu¬ 
ble hectoring They arc coldly self-assured 
and confident in contrast with the very 
warm and human doctor and the bungl 
ing policemen who corruption has reduc- 
c*d to a subhuman level There is a telling 
scene in the him a Naxaliie is killed by 
the police in a lake encounter A bright 


policeman, the doctor’s former husband 
m fact, gets the idea that instead of 
cremating or burying the dead body they 
should let It lie there and keep watch over 
It so that wlien the dead man’s comrades 
come looking for the body they can also 
be apprehended. The other polionnen ac¬ 
cept the suggestion,' and they put the 
corpse up on a tree and stand guard 
underneath and around the tree. The dead 
man’s comrades, instead of giving up the 
idea of taking the dead body, as any real 
life revolutionaries would do, decide to lift 
the dead body literally over the heads of 
the (lolicemen and take it away. They build 
a rope bridge from tree top to tree top, 
descend on the body from above, tie a 
rope to It, and take it away dangling at the 
end of the lope 1 he point is not whether 
Ramoji Rao himself is unintelligent 
enough to believe this to be possible. The 
point IS whdt makes such a feat part of 
the image oi a Naxahie projected in this 
presentation o( Naxahsm by a verv class- 
conscious member of the ruling class The 
point IS what is the total picture that these 
images of cold-blooded efficiency, silent 
brutality and inhuman confidence add up 
to 

The whimsicality and ihe arbitrariness 
of the revolution lies in each act of the 
process becoming aulonomous of the 
otheis, rendering the totality ol ii 
senseless 1 his is Ihe wa> Ihe press in the 
state has always depicted Naxalile politics, 
as a scries ot unconnecied, imntclligible, 
autonomous acts ot romantic and brutal 
cruelly, and this is the impression about 
Nasalitc politics that anyone learning ol 
It through Ihe press is bound to get When 
Ramoji Rao was accused of distortion of 
realitj in making this film, he replied very 
truihlully that anybody who has been 
leading the papers for the last two years 
knows that what he has said in the film 
IS nothing but the truth That is so 1 he 
piess Itself—with a leading role played by 
the daily of which Raknoji Rao is not 
only the proprietor but also an almost 
mythically watchful editor—h^ invented 
the presentation of Naxahsm as a senes 
of unconnected and autonomous acts, a 
presentation taken over by the film At 
jilaces the fracture becomes so acute that 
the film merely produces shot after shot 
of newspaper photographs of burning of 
buses, blowing up of police jeeps, kidnap¬ 
ping of government ofTicials, killing of 
police informers and the dynamiting of 
buildings. It creates a very effective pic¬ 
ture of mindless violence that rounds off 
the argument of autonomy. Naturally then 
the police must step in. Some—indeed 
many—of them may be stupid, avaricious, 
lecherous, brutal, but the task of polic¬ 
ing IS an essential task Our society—it 
suddenly becomes ‘our’ soaety to the 
unguarded viewer—cannot be allowed to 



be blowQ upjiy thi$ mindless violence. It 
IS here that one suddenly realises that the 
film's seemingly candid depiction of the 
police IS very deceptive The image of the 
police that all of Raraoji Rao’s candid 
depiction adds up to is not one of a brutal 
instrument of suppression but of an 
undependable and inefficient guardian of 
our souety Just as the image of the poiiti- 
aan that his equally candid depiction 
adds up to IS not one of a defender and 
a representative of an oppressive society, 
but of a weak, incapable, corrupt, venal 
humbug whom we cannot trust with the 
task of ruling this country 
To achieve this certain things ate quite 
consciously left out of this film that pur 
ports to discuss the ‘Naxalite problem' 
frankly The most striking omission is the 
very methodical brutality with which the 
state has met the revolutionary challenge 
The Indravelli tribal massacre was a con 
scious attack on a peaceful gathering aim* 
ed at stemming the rapid spread of revolu 
tionarv organisation among the very mill 
lani Gonds who arc the biggest tribe of 
south central India In this film it 
becomes a routine police firing on a mob 
following a fatal attack on a policeman 
by a tribal girl who has been rapc*d by him 
1 he police department lot all that it has 
Its share of corrupt, bungling, cowardly 
officers, IS bs no means the ludicrous 
loicc the film makes it out to be Both its 
regular force and its special wings—the 
nameless numbeiless gangsters armed 
with anonvmitv and unbridled powers to 
kill and maim - art very efficient in their 
riithlessncss, and its intelligence wing 
possesses quite a lot of intelligence 1 hat 
the police has not been able nevertheless 
to solve the ‘Nasalite problem’ is besides 
the point No police force anywhere in the 
world has solved anv such problem of 
political rebellion It can onis suppress 
more ot less brutallv, more oi less in 
telligenily and more or less temporalilv 
and the Andhra police has been no less 
efficacious than any police loicc any 
where And the same is true of the 
political leaders whose failure to solve ihc 
problem is no proof of their lack ot deter 
mination and intent, but only ot the im 
possibility ot the task 
But to admit this would be to admit 
that the state is inherently a repressive ap 
paratus, and to bring the discussion 
perilously close to the forbidden threshold 
of the notion ot a violent and oppressive 
social structure guarded by a violent state 
apparatus It would then remove the im 
age of fractured acts of brutality at 
tnbuted to the incidents of tncendiaiv 
protest indulged in by the People’s War 
gfoup It would reveal that tor a period 
pf nearly two decades a regime ot unques 
tinned police brutality prevailed, about 
which the press rarely wrote, ‘public opi 


nion’ scarcely bothered, the courts and 
their habeanorpus jurisdiction were im¬ 
potent, and the political government was 
unfa/ed notwithstanding sizeable demo¬ 
cratic protest It would reveal that Ramoji 
Rao and his ilk would never have felt it 
necessary to break the long silence and 
talk to the people about the ‘Naxalite pro 
blem’ through their papers and their films 
if the Naxalites had not discovered at least 
a temporary it rather doubtful way of 
unsettling through acts ot arson, detona 
non and abduction the complacent 
eitahlishment which had thought that a 
few more guns to commit a tew more en 
counters and a lew more ingenious 
methods of torture would see the end of 
the ‘problem’ And it would then go on 
the focus attention on certain very basic 
fads which Ramoji Rao’s films and the 
esiabhshment s polemics in general stead 
fa tiy lefuse to acknowledge I am not 
referring to abstract things like the 
historkdl necessity of revolutions but to 
much more concrete things that if todav 
ovti large parts of the state, the poor and 
the wretched arc walking with head held 
high, that IS because of the Naxalites, that 
Ml spite of the most brutal suppression the 
‘Naxalite problem has spread from the 
lemole corner of Siikakulam to each of 
the districts of the state, not excluding 
Usdeijbad cits where the landgrabbers 
and political warlords no loneei feel vets 
sale, tnai there would have been no in 
te'gtaied Tubal Development Agencies, no 
fiibal Coopeiaiivt Corporations, no 
Remote Area Develeipmcnt Programmes 
noneed the tremendous exposure that has 
become customary of the corruption of 
govetnment scivants and the ineflieacy ot 
eouits, nor the repeated talk of implemen 
ting land refevims that has become 
fashionable once again, but for th- 
Naxalites that it is the ‘Naxalite menace 
that has generated a whole new cu'tiire of 
people piolesting against and agitating 
about every ad and incident of injustice, 
people collaring errant government of 
licials and elected representatives and 
those loidly creatures coming to regard 
themselves answerable to the masses 
A presentation that refuses to 
acknowledge so much o* the problem can 
not resolve it with any credence Jyoti the 
doctor sits in a hunger proiist on behalf 
of the ‘people’ demanding that both the 
parties—the Naxalites and the govern 
ment—give an assurance that they will ab 
jure their lespective paths of violent pro 
test and violent su( pression Since the 
demand does not address the real problem 
of either paiiy. she cannot possibly suc¬ 
ceed The ‘people’ in the film are shown 
10 side wiih her but the people in the 
cinema hall ate evidently very impatient 
with ihis artificial nresciitation ot the pro¬ 
blem of political violenoe To give him due 


credit Ramoji Rao does not attempt an ar¬ 
tificial denouement to matdi it Neither 
side accepts the hand of non-violence hekl 
out by the doctor, but in an evidently sym¬ 
bolic last scene, the toddier born to the 
tribal girl raped by a policeman comes 
forward and holds the dying doctor’s 
hand Since the burden of proof or 
disproof IS thus pushed on to the future, 
any reaction to it can be dismissed as pre- 
ludice, and therefore it is best to leave it 
unstated 
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Job Reservations and Efficiency 

A M Shah 


Efficiency or merit is not a fetish of the elite, but an essential 
ingredient in every field of life, whether in the defence services or 
department of space or in the soft fields like language and 
culture. The policy of reservations for backward classes is a major 
barrier to adueving effid&acv. 


IT has become difflcult to discuss the 
question of effidency and merit vis-a-vis 
reservations for backward classes dispas¬ 
sionately these days. Even well-meaning 
social scientists become passionate in 
discussions of this question and accuse 
others of prejudice arising out of their 
qute and class background. In effect they 
repeat the debate on relative influence of 
heredity versus environment on intelli¬ 
gence which was settled in favour of en¬ 
vironment long ago. No social scientist 
worth the name would now argue that 
children of the blacks or of lower castes 
and classes are born with low intelligence. 
This does not. however, mean that pre¬ 
judices do not exist at the popular level. 
It should be possible, however, to rise 
above these prejudices and have a dis¬ 
passionate di^ussion of the efficiency 
question. 

The constitutional concern for efficien¬ 
cy is clear in article 335, which reads; “The 
claims of the members of the scheduled 
castes (SCs) and the scheduled tribes (STs) 
shall be taken into consideration, con- 
mtentty with the mamlenance oj efficien¬ 
cy of mimmisiralion, in the making of ap¬ 
pointments to services and posts in con¬ 
nection with the affairs of the union or 
of a state” (emphasis added). While in¬ 
efficiency can result due to many factors, 
article 335 indicates that a policy of reser¬ 
vations of government posts incon.sistent 
with requirements of efficiency would 
become a deliberate pursuit of efficiency. 

Why does the constitution refer to ef¬ 
ficiency with regard to only SCs and STs 
and is silent with regard to pther backward 
classes.(OBCs) is pu7/ling. In any case, 
hoWever, if considerations of efficiency 
apply to reservations for SC's and S1^, they 
should apply with greater force to reser¬ 
vations for OBC s, who enjoy higher social 
and economic status and whose constitu¬ 
tional entitlement to reservations is lower 
than that of SCs and STs. 

It is essential to view the term ‘ad- 
miqistration' in article 335 broadly and in 
the context of modern economy and 
society. A major change has taken place 
in the nature of personnel employed by 
the government during the last 40 years 
or so. Today, administration is not con¬ 
fined to Iht^ central and state secretariates 
and the offices of commissioner, collec¬ 


tor, magistrate, tehsildar, and so on. The 
government establishments now cover a 
vast range of specialised fields, such as 
space, atomic energy, aeronautics, meteo¬ 
rology, electronics, scientific and in¬ 
dustrial research, hospitals, and so on. 
The public sector undertakings include 
huge modern factories, banks, and 
business corporations. Municipal and zilla 
parishad administration also includes 
technical po«ts such as those of architects 
engineers and doctors. The so-called 
general administration includes many 
posts requiring technical skills in 
economics statistics, accounting, law, etc 
With computerisation the nature of skills 
required of so-called subordinate staff in 
offices is also fast changing. When the 
plan to computerise land records is im¬ 
plemented, even village accountants will 
have to learn new skills. 

Despite these radical changes most ad¬ 
vocates of reservations continue to argue 
in terms of general administrative posts 
only. They then talk of qualities of the 
heart required of these administrators. 
They forget that even when we appoint a 
typist we look for typing skills, not 
qualities of the heart. 

How the government has handled the 
question of efficiency vis-a-vis reserva¬ 
tions needs examination. First of all, it has 
exempted the defence services from reser¬ 
vations. The constitution itself seems to 
envisage this exemption. In part III on 
fundamental rights—the same part which 
makes special provisions for backward 
classes—article 33 states, “Parliament 
may by law determine to what extent any 
of the rights conferred by this part shall, 
in their application to the members of the 
armed forces or the forces charged with 
the maintenance of public order, be 
restricted or abrogated so as to ensure the 
proper discharge of their duties and the 
maintenance of discipline among them!’ 
This article seems to be a check on any 
possible attempt to introduc'e reservations 
for backward classes in the armed forces. 
In addition, there is a general considera¬ 
tion that defence of the country is so vital 
that the efficiency of the armed forces 
cannot be compromised for the sake of 
the policy of reservations for backward 
classes. 

As regards civil posts, the ministry of 


social welfare, the commissioner for SCs 
and Sik. the joint parliamentary commit¬ 
tee on the welfare of SCs and STs, the 
recently constituted commission on SCs 
and STs, and above ail, the MPs and 
MLAs belonging to SCs and STk endea¬ 
vour to enlarge the scope of reservations 
for SCs and Slk. On‘the other hand, the 
ministries and departments controlling 
their respective posts as well as the depart¬ 
ment of personnel and administrative 
reforms try to meet the efficiency re¬ 
quirements of posts. Accordingly, posts 
can be exempted from reservations by 
special or general instructions issued 1^ 
the department of personnel. Not only 
specific posts but also entire categories of 
posts and even entire departments and in¬ 
stitutions have been exempted. 

It is almost impossible to obtain infor¬ 
mation about inter-ministerial and inter¬ 
departmental exercises concerning 
desirability or otherwise of introducing 
reservations for posts in a certain depart¬ 
ment or institution as well as of granting 
exemptions from them. However, the 
power wielded by the concerned depart¬ 
ment or institution and by its lobby seems 
to be a major factor in deciding to reserve 
or to exempt. Moreover, a department oi 
institution might stand exempted simply 
because the pro-reservation lobbyists had 
not taken initiatives to'get reservations in¬ 
troduced into it. 

1 have not succeeded in my efforts to 
locate a comprehensive compilation of in¬ 
formation on exempted posts. Probably 
such a compilation does not exist, as it 
was recently reported in the press that the 
government was refusing to provide infor¬ 
mation on exempted posts. One has. 
therefore, to depend on random bits and 
pieces of information. This information 
IS, moreover, limited to reservation of 
posts for SCs and STs and that too main¬ 
ly in the central government services. 
Although the states also exempt posts 
from reservation for C^Cs due to con¬ 
siderations of efficiency, I have very mile 
information about such posts. Despite 
these limitations, it would be useful to 
analyse available inlormaiion. 

A Handbook of Reservation for SCs 
and STs, recently compiled by two judges 
B D Purohit and S D Purohit (Jainsons, 
New Delhi, 1990, pp 79-91), shows that all 
K'ientific and technical posts in the 
departments of space, atomic energy, and 
electronics have been exempted. In other 
departments, scientific and technical posts 
belonging to grades above the lower grade 
in Class I service and satisfying certain 
conditions have been exempli. In Indian 
Airlines and Air-India no relaxation or 
concession in qualifications and ex¬ 
perience is given while appointing pilots 
and high technical personnel. All scien¬ 
tific posts in the Indian Institute of 
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Sdcnce in Ba^ialore and the CeiHve for 
Chemical and Molecular Biolosy in 
Hydeiabad have been exempted. In cer¬ 
tain institutions of higher education, such 
as lllk, lIMs, and central univerdties, 
while reservations are made in non- 
academic posts, the teaching posts have 
been exempted, though pressures are now 
buHding up to introduce such reservations 
in central uni^rsities. 

The courts have by and large taken the 
position that in the case of SC and ST 
candidates qualifications can be relaxed 
for posts at the lower level of bureaucracy. 
The judicial attitude is summed up in 
Kridina Iyer’s comment supporting pro¬ 
motion of junior division clerks belong¬ 
ing to the Xi as senior division clerks in 
the case of Thomas vs Stale of Kerala: 
“After ail, here is a pen-pushing clerk, not 
a magistmte, accounts officer, forest of¬ 
ficer, sub-registrar, space scientist, or top 
administrator or one on whose initiative 
the wheels of a department speed up or 
slow down” (AIR 1976, SC 490:527). , 

One of the consequences of reservation 
of posts in an institution is disputes about 
allocation of the reserved number of posts 
between its departments or sections. For 
example, when a certain per cent of posts 
have to be reserved in a university, each 
department claims that it is more scien- 
tilic or technical than others and therefore 
should be exempted from reservation. The 
disputes are then settled on non-academic 
grounds. 

Exemptions from reseivaiion raise 
several important issues. I irsi of all, where 
and how do we draw the dividing line? On 
what basis do we say that an institute for 
physical science or technology should be 
exempted from reservations but not a 
university which also has departments of 
.sciences and technologies, it is indeed 
curious that reservations exist in the 
leaching posts in institutions of medical 
education and research, including the All 
India Institute of Medical Sciences in New 
Delhi. Does this mean that medical 
sciences are less important than other 
physical sciences? Similarly, while the 
IlMs are exempted, why are the universi¬ 
ty departments of management studies 
not exempted? Furthermore, what is the 
rational argument for exempting posts in 
science and technology but not in 
economics, history, law and other social 
sciences and humanities? Do we accept 
the view that economists, accountants and 
auditors are less important than physicists, 
chemists, zoologists and botanists for the 
nation? In this post-industrial, post¬ 
modern, information age it would be 
ridiculous to argue that the so-called soft 
fields like language and culture are less 
important to the nation than the so-called 
hard fields like the armed forces and the 
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should we forget inter-sedorel linkages 
due to which inefficiency in one sector 
adversely affects efficiency in other 
sectors. 

The argument in favour of exempting 
only higher posts from reservations needs 
to be examined carefully. Efficient perfor¬ 
mance of numerous tasks nowadays re- 
quirm team work between all the members 
of a team, high and low. For example, in 
an operation theatre a senior surgeon re¬ 
quires not only a few junior surgeons but 
also a few nurses and other assistants. The 
efficiency of each one of than is crucial. 
The same is true of aniv hattalions, scien¬ 
tific laboratories, factories, offices, and so 
on. It is well known that one of the 
frustrations of highly qualified sdentists, 
doctors and other professionals in India 
is the poor quality of supporting staff. 
Secondly, it should be realised that many 
of the so-called lower jobs are becoming 
more and more skilled now. The day is not 
far off when most of Krishna.lyer's pen¬ 
pushing clerks will be replaced by com¬ 
puter operators. And thirdly, advocacy ol 
inefficiency at the lower level of 
bureaucracy means open support to poor 
.service to the public in ail public service 
institutions, such as post office, bank, 
railways, and ichsildar’s office. 

The advocates of reservations, in¬ 
cluding judges. Irequently argue that since 
niiniinuin qualifications arc always at¬ 
tached to posts, no harm would result 


from resavation of a certain proportior 
of posts. This meani a selection commit¬ 
tee need not even aim at selecting the best 
of the candidates. This is like saying that 
since minimum marks are laid down for 
passing an examination, we need not 
award first class marks, prizes and medals. 
The fundamental issue is: should we value 
mediocrity by design? Or, should we value 
excellence—in evay walk of life and at 
every level? 

The central government has exempted 
from resavations a number of non- 
scientific and non-technical posts because 
of, to quote from the Handbook of Reser¬ 
vation for SCs and STs, “the exceptional 
circumstances and the special nature” of 
these posts (op cit, pp 81-83). Most of 
them are posts of private secretaries, assis¬ 
tant private secretaries, personal 
assistants, etc, to the prime minister and 
other ministas, to the Planning Commis¬ 
sion membas, and to the principal 
secretary and the special assistant to the 
prime minister. Those VIPs whose per- 
.sonal staff is not so formally exempted 
from reservations, manage toga the most 
efficient personal suff by transfei or by 
deputation. Such formal or informal ex¬ 
emption of personal staff of’ihe VIPs 
from reservation indicates how the VIPs 
observe a double standard. This is not dif¬ 
ferent from the advocates of local 
language as the medium of education 
sending their own children to English 
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medium schools and to foreign univer¬ 
sities. and the advocates of ‘swadeshi* 
going abroad for even minor sutgical 
operations and that too at the expense of 
the government Recently a central 
Olinister said openly that he would ad¬ 
vocate reservations in the appointment of 
doctors in hospitals but would get his own 
suigical operation performed by the most 
efficient surgeon It is also not uncommon 
to find academics advocating reservations 
in public forums but refusing to make ap¬ 
pointments on the basis of reservation in 
their own institution or department 
Reservation of teaching posts in educa 
tional institutions violates a fundamental 
norm of education (Reservation in admis 
Sion of students is a different issue) Ever> 
educational institution, including primary 
school, needs an environment of 
cultivating merit, if not excellence 
Therefore, to compromise with merit in 
appointment of a teacher at any level is 
to subject his students, including those ol 
backward classes, to mediocrity for the 
entire length of the teacher’s service, i e, 
a whole generation of students How can 
we expect teachers who know that thc> 
have been appointed without merit, to en¬ 
force the criteria of merit in evaluating 
their students'' And hou can there be 
education without evaluation of merit'' In 
fact, a teachei has to go on esaluating 
students every day. not just at the annual 
examination To provide reservations in 
the appointment ol teachers, thereloic, 
amounts to planning for inelliciency in a 
sector of societ) whose essential function 
IS to develop efficient human tesouiccs foi 
society It IS indeed ironical to lind 
academics supporting reservations in the 
appointment of teachers 
f Ificicncv or merit is not a fetish of the 
elite, as Irequcnils alleged It is in tact an 
essential ingredient in every field of life 
ranging from defence services at one end 
to information sei vices at the other 1 he 
future course ol nation s dcvciopiiiciii will 
require increasing numbers ol men and 
women with talent and skill in cverv 
deBarimcni and at evciy level of govein 
ment as indeed in cveiv walk ol life Not 
only indusirv, commerce, the professions 
and othei fields located in towns and cities 
but also agriculture and other aspects ol 
village economv and sociciv will reqtine 
efficient administrative seivices lo believe 
that villagcts do not care tor cllicieiKv is 
to grossly undeiiate then needs peiccp 
tions and judgments 
Striving foi perlc\.lion I. i value in itself 
with deep roots in India s pasi but it ai 
quiies sjiecial iinpoitaiice in the modem 
competitive world II India is to suivivc 
as a nation in this world, it has to siiivc 
for highest standards ol elliciencv in cvnv 
field and remove all bariicrs to clliciencv 


Reservations for backward classes in jobs 
in government establishments and public 
sector undertakings are one of the major 
barriers During the last 40 years or so, 
numerous distortions and aberrations 
have developed in the policy of reserva¬ 
tions Simultaneously, considerations of 
efficiency and merit in the interest of the 
nation as a whole have become over 
whelming The nation has reached a stage 
when It should seiiously review the entire 
policy of |ob reservations for backward 
classes, just as it has reviewed the pohey 
of nationalisation of industries and 
already taken steps towards privatisation 
The policy of job reservations needs to be 


ALl IS well, or so it seems I he general 
has apologised to his commander in chief 
whom he considers “a great man” No 
doubt his indiscretion will not prevent him 
from acquiring his filth star 

Apologies mav paper over ihc cracks 
but the general's critique can be evaluated 
at mans levels, strikingly so against iht 
hoirendous tiagedv ol theabottivc Bush 
bankrolled and inspired uprisings against 
Baghdad s authority In his television 
blast of I Schwai/kopf intoned that 
Bush's decision to end the 100 hour war 
was '‘coui igeous and humane”, but went 
on to wax tapiuiously that his rccoinimii 
daiion was "to continue the march wc 
could have completely closed the door and 
made it a battle of annihilation” The cx 
plicit implication if the war had been pio 
longed anothci 24 hours he could have 
(.lobbcrcd Saddam but Bush saved 
Saddam s bones 

Invocations to Bush s ‘humaneness bv 
Schwar/kopt is comicallv irrelevant fot 
the New Uoild Order has onlv one 
niihtarv supcipower and its predilection 
IS not human imhts, deniociacv and 
luiiiiaiicncss but the ptcscivation and cx 
Itiisiotiol the lights of Big Capital Over 
the Iasi two dtcades alone sueeessivc IIS 
adniinistiaiioiis hive taken the bellieciciit 
lead III vetoing L nilcd Nations le'solutioiis 
on aegicssion and itiieinational law 

An exemplaiv ease histotv in iis 
llouiiiig ol inieinational law was the 
(icncral Asseinblv s condemnation ol the 


replaced by effective programfflet of «i 
firmative actioii to promote efficfenc) 
merit gnd skills among the weaker sec 
tions of soaety Primary education apt 
other progiammes linked with it shoult 
receive the highest priority. Maximum at 
tention should be giyen to the lowest levc 
so that affirmative action at the highe 
irveis can also become effective. This doe 
not mean we abandon the goal of socia 
justice but use different methods ti 
achieve the same goal 
[This IS an enlarged version of my article in 7% 
Ti/nn of India, January IS, 1991 I thani 
B Sivaramayya lor enlightening me on legs 
issue* 1 


sioldticm ut Panamanian sovereigntj 
(Decembci 29, 1989) To cite but para 
graphs one and two of the indictment 
( 11 11 he Cicncral Assenihly | \irpngly deplorr 
ihc inicivcntion in Panama by the armec 
loicis of Ihc tinned Slates, which con 
■>tiiiiic a fla^iani violanunol Internationa 
livi and ut ihc iiidtpendcnCe sovereign!] 
and icirilonil iiilegiitv ot states 
(2) Ihnwmh the imnudtaic cessation of thi 
intiivintion and ihe withdrawal frotr 
Panama ol ihc armed invasion foaes of lh< 
I lilted States 

W hcK are human rights in Panama 
tudav' U hv lias the US tiampled on thu 
resolution' Where arc the promised finan 
cial handouts lor reconstruction of this 
still devastated country' Always a neo- 
coloiiv the country is today hegemonis- 
cd bv an unconstitutional clique ot 
cant icr*, custodians of the interests ol 
ihe 6 pci cent white minority, ravaged by 
an uncinplovnicnt tornado of 3S-40 per 
cciii busted bv rampant inflation, an ideal 
> >icin engineered to be perpetuated by a 
permanent US occupation is Grenada 
anv ditteiiiu’ 

Rush understands the logic of Midi 
dipicdatton. alter all, he was its architect. 
Indubitably, at a petsonal level he claims 
10 be opposed to Saddam Hussein, but as 
with Noriega, he was a man with whom 
US institutions ttafficked, and with whom 
his entourage had always been on con- 
liciiial terms 

Saddam mi doubt is lo be shunned, but 


A Saddam May Go, but Saddams 
Must Remain 

FifdeiTirk F (Uairmonl** 

The US formula is simple we work on both sides of the street 
and all parts of the street. Saddam is no doubt to be shunned 
now, but It IS necessary to find a Saddamitc clone, preferably 
another Baathist Sunni dictator, that could dosetail with the 
requirements of US policy. 
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ii pmumibly deiinble i» to nnd a 
SaiMamite clone, preferably another 
Baathift Sunni dictator, that could 
dovetail with the requirements of US 
policy. The crux of his policy was ar¬ 
ticulated by Marlin Fitzwater, the 
presidential spokesman* "Iraq should re¬ 
main a single country, since it’s good for 
the stability of the region that it maintains 
its territorial integrity We do not intend 
to involve ourselves in its internal power 
struggles’* What stability are we talking 
about? FOr whom'* 

Since the advent of the Truman Doc 
trine what measures have US admtniMra 
tions deployed to ensure this ‘stability’'* 
The anti-Mossadeq coup of 1951'* Crca 
non of the Baghdad Pact'* The unbending 
support of Israel in its obduracy to seek 
a |ust solution to the l^lestinian issue* 
The answer is uncquisocal evers US 
measure has crushingly contributed not to 
the region's stabilisation, but to its 
destabilisation 

Is the staggering arms race launched by 
Bush another artilicc for promoting 
regional stability’ Even before the Iraqi 
dead were precipitously bulldozed into 
their trenches to avoid a body count, the 
Bush cabal had already irilormed Con 
gress that it intends to sell hi teeh 
weaponry woiih SIK bn to live (lull slates 
^^hen accorded Congressional bencdic 
non, the I sport Import Bank will be 
authorised to guarantee cornnieicial loans 
made to oveiscas aims buyers And this 
while a civil war lages and huiidieds (it 
kuwaiii oil wells arc still biriniiiu 
The arm, bazaar will thus coiiiinuc to 
flourish in the I99(K as it did in the I%0s 
when West Asia absorbed .1 siagginiic 
$120 bn ol arms sales flic US is ot 
course, not alone, llicie ate olhci bm lime 
aims pedlars loiagiiig lor a last buck Ot 
all the maioi weapons bought bv the thud 
world in the second hall ol the 8()s 
around nine tenths oiigmaicd trom the 
Security ( ouncil s live Pcrinaneiii 
members, the bulk going to West Asia 
Bush cannot wiggle off the hook bv 
turning Saddam into a scapegoat because 
It was he who incessantly instigated the 
Iraqi people to rise up against the man 
that he labelled “worse than Adoll 
Hitler" The upshot is millions ol displac 
ed persons, more tens ol thousands ol 
dead, and the abandonment of those who 
risked their skins in their striving to oust 
Saddam Once again, the harsh reality of 
‘human rights' has nothing in common 
with the crassness of Bush's nmhtpolilik 
A point emphasised by A M Rosenthal 
of The New York Times, himself an 
establishment journalist of the far-right 
"The foreign policy bureaucracy has 
shown repeatedly that its only real passion 
IS for the slaiui quo Most American 
diplomats I’ve met do not consider pro 


Rioting human rights and democracy as 
important as foreign policy goals or na¬ 
tional interests” (The New Vbrk Times, 
April 3.1991) Circumvmtion of human 
rights, however, is not confined to the 
‘foreign policy bureaucracy’ but extends 
to the entire political caste and the im¬ 
presarios of US finance capitalism to 
whom ‘human rights* are as delectable as 
a dned banana skin 

Compassion and assistance to the 
stricken Kurds is mandatory, but it should 
not obfuscate what is being done by Bush 
to promote himself and his electoral 
politics of 1992 The CIA’s strategies were 
never intended to call a halt to the afflic¬ 
tions and atrocities perpetrated by several 
states against the Kurds The marketing 
logic IS rudimentary sooner or later the 
Iraqis will be entering the arms bazaar, 
but the Kurds as a small minority, won’t 
have the money to do so, or even if they 
had thc'y still will not possess a firm geo 
political base 

The Lebanoiiisation ol Iraq is thus 
anathema to the global multi billion 
dollar arms bazaar Recognition ol this 
has not dcicried the C lA (and others ol 
Its intetnational Irateinitv) from 
manipulating the Kinds, and then selling 
them out at the appiopiiati iiioment when 
national interests’ so dictate Miistapha 
Barzaiii, a per-oiial Iriend ol Bush was 
biouglii (with Ins son) to the US by I he 
Company in 19'’^ he died in Alcxaiidei 
\ irginia in 1970 at the tinii when Bush 
was actively engaged in The C onipanv s 
business 

III William ( asey’s gripping loiiiiiili 
We work on ho h sides ol ihi sIiki iiid 
all parts ol ilit slicel Bush who 
undeistands ili> Kuid’s iJ(olcirii.al and 
tubal division wisnotthi lirst pi sideni 
to bamboozle ilum Nison pushed ihein 
aside at ihi Sh I'l s request In the imi'ti 
billion dollai eiedit deals with Sadd.ini 
Reagan leeognised that ilie Kinds and 
their aspirations hadnoplaei on I hi I S 
agenda and this at the same nine that lie 
was pushiiu ihiough the lian I ontia 
deals 

It IS disiiHciiuous to pillory Bush toi 
leiss ot neivt and lack ol a sense of moral 
puipose I quails given the piemises and 
CO oidinates in which Bush operates, such 
espleiivesas ivnicism and hvpoettss ate 
meaningless to explain his conduct, which 
icmaiiis perleetly eonsisteat 

In the frcaiy of Sevres (1920) the pro 
n ise ol Kurdistan was made in the 
ebullient wake ol the break up ol the 
Ottoman empire hy the imperial duo, 
I ranee and Biiiain A honeymoon ot 
short duiiiion I he nationalist Kemal 
Atatiirk w IS opposed to the idea a stand 
that meshed with die annexationisi thrust 
ol Riiiisli impeiuhsiTi artiiulated by lotd 
C uizon 


Kurdistan’s fate was sealed by the 1923 
'ITeaty of Lausanne The toad was 
swallowed The petrol-rich vilayets (pro¬ 
vinces) of Kirkuk and Mpsui were grabb¬ 
ed by Britain, and attached to the newly 
created stale of Iraq in 1925 in what was 
to become, in effect, a neo-Bntish colony 
By that time, Colonel T E Lawrence 
(1888-193$), that exalted servitor of 
Empire, had been transmogrified into 
Corporal T E Shaw of the Royal Air Force 
who pontificated that the time had come 
to write the Kurds’ obituary which he did 
with that scathing sentence “The Kurds 
are a people of the past" 

As a military man, Schwarzkopf had 
only an exiguous grasp of the exigencies 
of imperial power in the Gulf He failed 
to perceive the simple truth that there are 
Saddams behind Saddams, that a Saddam 
may go but Saddams must remain Thts 
IS a political constant which, at no time. 
Bush and his impenal presidency have ever 
lost sight ol 


Conflkting Images; 
India and the United States 


SulochanaRaghavan Glazer 
and 

Nathan Glazer (ecL) 


1990, Royal 8vo 307p.$45 

Distributed by 

MANOHAR PUBUCA'nONS 
2/6, Ansan Road, Daryagaiy 
New Delhi-no 002 


R E A D 


Hm First Book on 
INFORMATION BCONOMKS 


BEYOND MASS 
COMMUNICATION 




niSHAN ULSONOW 


aoaiQ. 


•>.100 


M Fm jj* imi Mid R Ml nout ost k nnmi: 

fck'lD K P D (P) Ltd 
viiU I,AraailRoad,DaraO^ 
ltowDaN-2 Ph:32614tt,U7636l| 


Economic and PoKticai Wraklv July 20, 1991 


173$ 



PERSPECTIVES 


The Compleat Angler 

S^R Sen 


Between the IMF, the World Bank and the Aid Consortium, India 
today is caught in a vice with little freedom of action. Since the 
terms and conditions prescribed by the IMF and the World Bank 
suit the private interests of some of our own businessmen and 
politicians, it will be difficult to loosen the grip of the vice. 


ANGLING, or fishing by bail, hook and 
line,, is a popular sport in many countries, 
but specially in Britain and the US where 
it has been developed into an admired art. 
Isaak Walton's famous book The Compleat 
Angler, written three centuries ago, remains 
a revered classic in these two countries even 
today. 

The Compleat Angler taught generations 
of Britons and Americans not only the fine 
points of the great art of angling or fishing 
directly but also helped them indirectly to 
achieve success in many other pursuits, 
which required careful strategic and tactical 
preparation, cautious waiting and very 
prompt action whenever needed. If the battle 
of Waterloo was won on the playing fields 
of Eton, many a successful business, 
diplomatic and hegemonisiic ventures of 
these countries had their roots in the angl¬ 
ing lessons learnt earlier. 

How to attract even the wary fish to the 
angling area through disturbing action 
upstream and strewing ‘chum’ (or bits of fish 
food) and ‘fly’ near it, camouflage the ‘bait’ 
containing the ‘hook’, dangle it at the proper 
level through a ‘sinker’, keep a watch on it 
through a ‘bobber’, use a ’reel' and a long 
enough ‘line* to give the needed ‘play’ to a 
strong fish and to tire it out by suitable 
moves are all considered to be essentials of 
this classic sport. 

The word ‘angling’ has become an impor¬ 
tant element of British and American 
vocabularly and behaviour pattern. ‘Angling’ 
for attention or favour is, of course, a very 
common expression. Providing a tempting 
‘bait‘ to the guillible is another. Many sho^ 
periodically advertise concessional 'sales’ of 
a few articles as ‘chums’. When a shopper 
is attracted by these ‘chums’, he is clearly 
tempted to buy other non-concessional 
goods very attractively displayed side by side, 
goods which he had not thought of buying 
when first attracted by the advertisement. 
Banks and associated business houses often 
offer attractive loan, hire purchase and credit 
card facilities to enable a client to buy what 
he would not ordinarily buy and refrain 
from putting pressure for repayment of 
instalments due for some time, but after a 
suitable lapse of time when the interest 
burden has mounted sufficiently, ‘haul up' 
the hapless client .and force him to make 


much laiger payment than what he had 
originally baigained for. Iq Industrial take¬ 
over exercises, offering of ‘baits’ to selected 
key executives of the potential target Arm as 
a preliminary step is fairly common. The 
same is true of exercises for ferreting out 
trade secrets of rival organisations in private 
business. 

The bait of ‘subsidiary alliance’ which was 
offered two centuries ago by the Ea.st India 
Company to the Ni/am of Hyderabad was 
a very sophisticated example of the art of 
angling by that semi-commercial and semi¬ 
military company in the field of diplomacy 
and warfare. The fear of Tipoo Sultan and 
his French ally was played upon by the Com¬ 
pany to induce the Nizam to bite the ban 
of the British alliance and get so ‘hooked’ 
as to lose his independence eventually. 

The success of this first ‘subsidiary 
alliance’ or ‘foreign aid‘ was so great from 
the Company’s standpoint that later it was 
extended to several other Indian princes pav 
ing the way lor establishing British 
hegemony over the entire Indian sub¬ 
continent. When some of these princes were 
initially reluctant, situations were so created 
in their neighbourhood that they could noi 
decline such an alliance. The ‘subsidiary 
alliance’ was indeed the classic case of 
‘foreign aid' which was the precursor of 
many other simitar ‘aid’ exercises (and in 
some cases of hegemony) during the next 
two centuries both in India and other pans 
of the world. 

The role of the United Fruit Company in 
Central America, ITT in Chile and the oil 
companies in West Asia are some examples 
of orivate enterprise in this direction. 

The ‘aid’ that the young and pliable Shah 
of Iran received against Mossadegh, Kho¬ 
meini recieived against the older and over¬ 
bearing Shah, a weaker Saddam Hussein 
received against domineering Khomeini and 
the vulnerable Arab ‘oil’ states received 
against an ambitious Saddam Hussein arc 
but recent variations of comparable practice 
by a superpower. 

RkC'bNi Indian Exi’tRitNci; 

In the early years after independence, the 
Indian leaders recalled the history of the 
earlier ‘subsidiary alliances’ and were reluc¬ 


tant (p accqtt any ‘foreign aid* except to a 
$mall extent atifl under their own terms. The 
US and Britaia, in their anxiety to build up 
a cordon sanltaile around communist USSR 
and China, pressed ‘aid’ upon India. Aid to 
Pakistan was used as a lever to persuade 
India to accept some economic, if not 
military, aid. This economic aid, inter alia, 
was expected to serve the purpose of over¬ 
coming India’s strong position in NAM and 
giving entry to American and British ^- 
perts’ to key Indian officials. When after the 
cut off of US aid during the Bangladesh 
episode, India expressed a desire not to ac¬ 
cept any furtho’ aid from the US, the latter 
insisted on India taking at least a token aid 
of S 25 million. A reason, privately given, 
was that the US wanted to maintain through 
this token aid some continuing relation bet¬ 
ween US and Indian officials. 

When the rift between China and Soviet 
Union became apparent, China was offered 
substantial technical and economic aid. Over 
the years, this paid good dividend to the US. 
India’s position became somewhat weaker. 
After the recent troubles in the Soviet Union, 
India’s value in international power politics 
has become even less. 

In the fifties, when India was still reluc¬ 
tant to accept large bilateral aid and seem¬ 
ed to favour multilateral aid. World Bank 
and IMF started giving loans to India in a 
big way. A new concessional loan window, 
IDA, was opened in the World Bank, keep¬ 
ing the needs of India specially in mind. An 
innovative measure, a ‘consortium’ of both 
multilateral and bilateral aid agencies, was 
devised to take care of the needs and suscep¬ 
tibilities of India. 

In the first few years of the ‘consortium’ 
the US pressed other countries to step up 
their lending to India. In the next phase these 
other countries pressed the US to step up its 
lending to India. Currently, all the members 
of the ‘consortium’ have combined to form 
a virtual cartel to force India to suboidinate 
its own preferences to thdr terras and con¬ 
ditions for loans. Competition which is 
prescribed for ‘trading’ is avoided for 
‘lending’. 

Like a strong fish, India struggled for a 
fairly long time against being ‘hooked’. Once 
or twice; the ‘hook’ scraped through the skin 
or the ‘line’ broke. But as years passed, Ihc 
‘hook’ pierced deeper and the line was pulled 
up closer. With each natural or contrived 
crisis, especially during the last four or five 
years, India seemed ready to accept increas- 
nglv stiflcr conditions and even to be 
‘hauled’. 

The World Bank and IMF are undoubteo- 
ly international organisations with boards 
of directors and staff in which India has also 
a representation. But with the system of 
swighted voting, it is only three or four 
developed countries led by the US who call 
the tune. ‘What the American Congress will 
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'fimiHf is often tite iikohi ptsttecupniion of 
the senior offieteisof the WoHd &mk and 
IMF. 

During the McNamara era, the World 
Bank retained some independenc& In spite 
of Nixon's strong opposition, the board of 
directors of the l»nk couid be persuaded te' 
India to.continue loans to India during the 
Ba n glad es h episode and re-eieci McNamara 
for a new term of five years. But after 
McNamara, the bank has come under 
almost complete domination of US govern- 
ment. There are undoubtedly a few vice- 
presidents from developing countries in tAe 
bank but their selection and bei>aviour pat¬ 
tern ate more like those of the Indian ‘show¬ 
pieces’ in the British Viceroy’s Executive 
Council than of teal representatives of the 
people. 

The subservience of most other develop¬ 
ing countries is often even worse. The 
arrogance of some of the World Bank and 
IMF officers, especially from developed 
countries, vis-a-vis the smaller countries has 
to be seen to be believed. They arc sometimes 
worse than the pro-consuls of Britain when 
the Empire was at its zenith. Among them 
sympathy for the borrowing countries is 
often criticised as ‘clicntitis’ and there is 
competition as to who can impose stiffer 
terms. 

Condi i ionm i i its 

When ‘foreign aid’ was being given to the 
developed countries ol Europe, by the US 
as well as the World Bank and IMF, the 
terms were very easy and conditionalities 
minimum. When ‘aid’ for the developing 
countries was started, particularly for India, 
these were gradually tightened but still con¬ 
tinued to be reasonable for several years. But 
later they became progressively more stiff. 
India continued, however, to enjoy the 
benefit of some of the earlier easy terms unil 
the eighties. With the Reagan and Thatcher 
era, India steadily fell from grace. 

With the present foreign exchange crunch, 
part of which has resulted Irom India’s own 
shortsighted policies during the last five 
years, especially during 1990. some of the 
favourable terms which India enjoyed earlier 
have virtually disappeared. Between IMF, 
World Bank and the Consortium, India 
today is in a vice as it were with very little 
freedom of action of its own. Since the terms 
and conditions prescribed by IMF and 
World Bank suit the private interest of some 
of our own businessmen and politicians, the 
grip of the vice seems almost inescapable. 

Compared to IMF and World Bank loans, 
those from the international money market 
have higher rate of interest but much less 
conditionality and take much less process¬ 
ing time. If a shadow price is ascribed to 
these last two, the difference between 
IMF/WbrId Bank knd commercial loans 
would work out to be substantially less than 
the quoted interest rates. The recent down¬ 
grading of India’s credit rating is partly due 
to ephemeral political causes and not basic 


economic reasons and cmi be corrected with 
a well calculated pi^cy. {t will not be wise 
to rush and bite without careful scrutiny a 
dangled ‘bait’ which may eventually make 
our plight worse. 

Of course, in statecraft sometimes risk has 
to be taken. But this should bk calculated 
risk. 

If India simultaneously takes effective ex¬ 
port production and promotion measures 
and dkmpens domestic demand for more 
important exportable goods through heavy 
excise duties with prompt drawbacks for .ex¬ 
ports, there should be no harm in its bor¬ 
rowing large amounts from IMF under the 
softer tranches and from the World Bank 
under old style programme and project loan 
facilities. If necessary, these could be supple¬ 
mented by offering attractive terms for NRI 
investment and also borrowing from the 
international money market for speciFic pro¬ 
ductive projects. In fact one need not worry 
about the total volume of foreign loans so 
long as one can ensure that these contribute 
to net foreign exchange earnings. Such loans 
represent largely the innocuous ‘chum’ and 
not the 'bait' hiding a ‘hook’. 

But India needs to be specially cautious 
about (i) foreign market borrowing for non¬ 
productive purposes, (ii) loans under the stil¬ 
lest tranche of IMI- and (iii) structural ad¬ 
justment loans Irom the World Bank. 

In particular, India would do well to study 
carefully the unhappy experiences of some 
of the countries of Africa and South 
America. For example, Nigeria was persuad¬ 
ed by the World Bank to accept a large struc¬ 
tural adjustment loan in the mid-cighlies. 
Even after more than four years of intense 


adjustment pain diused by idiis bhtcr 
medicine; the end of economic sicknea 
is not yet in sight while the tormenting side- 
effects in the shape of sodal and politick 
trouble in a country full of vulnerable groups 
is already being fdt. The supposed safety net 
proved in practice most inadequate. 

India should also recall its own painful 
experience ip, the wake of the devaluation of 
1966, when both the US government and the 
World Bank failed to secure the approval tsf 
the US Congress for the loan package 
recommended to and accepted by it. 

As a Fish cannot afford to do without 
food simply for the fear of a hidden ‘hook* 
in one of the pieces of ‘chum’, India cannot 
also obviously afford to forgo all foreign 
loans for fear of a possible catch in one. But 
it should follow a policy of austerity when 
faced with risky waters, avoid greed and take 
every possible care that a ‘hooked bait’ is not 
mistaken for a harmless ‘chUm’. If per 
chance, however, it happens to make such 
a mi.stake, it should not swallow the ‘hook* 
so much that it cannot get rid of it Inter 
through some effort. If this latter is not 
feasible, it should try to develop enough 
capability to bite through the line’ itself and 
get away. 

This kind of circumspection is much more 
needed today in India than ever before But 
the requisite call for austerity, the ^port or 
perish’ slogan and grit are still unfortunately 
missing. 

Indeed, a time has come to counter 
manuals by \Milton and his followers for the 
'angler' by equally good manuals for defen¬ 
sive action for those who run the risk of 
being ‘angled’. 
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REVIEWS 


Religion, Communal Identities and 
Communal Violence 

Balny Puri 

Couunuiialism and Communal Violence in India by Asghar Ali Engineer; 
Ajanta Publications, New Delhi, 1989; pp 344, Rs 2S0. 


COMMUNAL violence is not only the 
weakest aspect of the Indian polity but also 
of Indian scholarship. Its growing frequency 
and intensity defy the riot controlling state 
agencies as well as the analytical tools of 
social scientists. A secular Constitution 
ftamcd on the basis of a long liberal and 
ttrfenuit Indian tradition, humanitarian 
instincts of the common man, committed 
peace activists, concerned intellectuals, not 
to speak of a powerful state machinery and 
numerically far larger following of the self- 
proclaimed secular parties have failed to 
build up defence against the rising tide of 
communal violence. 

Asghar Ali Engineer, in the book under 
review rightly argues that the age old theory 
of communal riots which puts the blame on 
the British policy of divide and rule or 
ascribes it to the colonial policy of 
underdevelopment of the economy “is no 
longer adequate to explain comprehensively 
the complex nature of communal violence 
today”. One might, in fact, question his 
assertion that “the theory had its full validity 
then”. Perhaps even then it had only a par- 
dal validity. 

Criticising the tendency to use a simplistic 
theory or an oversimplified hypothesis to ex¬ 
plain away what is a most complex pheno¬ 
menon, the author attempts to develop a 
broad theoretical framework, for the pur¬ 
pose. He has indeed excellent credentials for 
the task. He is not only a scholar of repute, 
with deep knowledge of religions, particular- 
^ of Islam, he has also done a lar^ number 
of empirical studies on communal riots in 
post-independence India. His commitment 
to secular values and objectivity, too is 
beyond doubt. Study of communal violence 
is for him. as the blurb says, more than an 
academic exercise, it is a mission for him. 

While developing a macro theory of com¬ 
munal violence, the author also provides for 
micro specificities on which he has collected 
a lot of evidence, appended to the book. 
Perhaps a more rigorous exercise could use 
this evidence for evolving a coherent and 
comprehensive theoretical generalisation. 

The relationship between religion, com- 
munalism and communal violence are the 
basic key to his theory. Religion is, accor¬ 
ding to him, a force to be reckoned with in 
India, firstly, because it is a poor and 
backward country. Secondly, alienated in¬ 
secure urban people seek psychological com¬ 
pensation through religion. Further, religious 
operators develop their political links. ‘The 
scenario is thus complete for religious fun- 
idamentalism to play its political role!’ 

It is not only a poor and backward coun¬ 
try in which the role of religion is bccom 


ing important. Religion continues to be im¬ 
portant in American live$~far more impor¬ 
tant, as Kenneth Wald notes, than politics. 
Charles W Dunn similarly observes that 
“religion has become more important in the 
lives of Americans as religious issues have 
entered the political arena in unprecedented 
fashion”. 

An American’s need for “a sense of cer¬ 
tainty and community within the larger 
society’s insecurity and impersonality” 
(Robert Booth Fowler] must, in fact, be 
greater than that of an Indian. One must not 
be either apologetic or seek special explana¬ 
tion for what Asghar Alt calls religiosity of 
Indians. On issues like family planning, 
abortion and Darwin’s theory, there has, for 
instance been absolutely no organised resis¬ 
tance from religious quarters as is the case 
in America. It is not possible to find any 
support in the “cascade of books and articles 
recently published in America on issues in¬ 
volving religion and politics” (Mark A Noll] 
to Asghar Ali’s assertion that “there is no 
place for use of religion or religious identi¬ 
ty for political purposes as far as the west 
is concerned!’ 

However, the author distinguishes between 
opportunist and creative use of religion. He 
also affirms that religion is not the root 
cause of communaltronflict. Communaiism, 
according to him, is all about seculai issues 
without involving any religious sectarian 
doctrine. He defines communaiism as 
achieving secular goals through religious 
channels. He also makes a very pertinent 
distinction between faith as an ideology and 
as an identity. 

The Muslim League was, for instance, 
concerned with secular interests of the 
Muslim identity i e, share in power and 
employment. It did not at all bother about 
doctrinal or religious problems of Islam 
Similarly the Akali Dal to start with was 
concerned with secular problems of Punjab 
or the Sikhs e g. formation of a linguistic 
state, share in river waters and claim over 
Chandigarh. 

In an ideological or theological sense 
religion has much less to do with politics in 
India than it does in the west. Engineer, 
therefore, rightly argues that neither was the 
Muslim League led by a ‘mullah’ nor the 
Hindu Sabha by a ‘shankaracharya’. But he 
does not draw a distinction between commu¬ 
naiism and lundamcntalism and often uses 
the terms interchangeably. In communal 
politics, religious doctnnes and personalities 
do not matter. But as fundamentalist trends 
start emerging, ‘imams’ and ‘shankara- 
charyas’ are becoming politically relevant 

In analysing the politics and religion of 


the two major communities, the author, in 
order to m^ntain his impartiality, Uries to 
keep the scales even. He quotes Ihra Chand 
at length to show how much affinity there 
is between the two religions. He also cites 
much evidence to show a great deal of in¬ 
tolerance, even brutalities and barbarism 
committed by the Hindus. 

The fact however, is that Hinduism and 
Islam are not comparable religions; unless 
the current process of semitisation of the 
former really suc'ceeds The attempt to prove 
the essential unity of all religions as 
Gandhi and Azad did or find out affinities 
between Hinduism and Islam, as Tkra Chand 
did, have no relevance to either the com¬ 
munal situation or to the understanding of 
the two religions. The diversity and range of 
Hindu philosophical thought—with almost 
no scriptural authority for socio-political 
behaviour—sharply contrasts with the pre¬ 
cise theological and socio-political character 
of Islamic beliefs. 

Theological and philosophical differences, 
between Hinduism and Islam are not the 
cause of any conflict between them. It is due 
to the blurring of distinctions bdvreen Hindu 
religion and the ancient history, civilisation 
and mythology of India that it almost pro¬ 
jects itself as a religionised version of Indian 
nationalism. It is the attitude of the two 
commumties towards nationalism that is the 
real source of confusion. Fbr Hindus Bharat 
Mata IS the most sacred goddess which is not 
merely a political concept but also has a 
religious and spiritual significance. Hindus 
are tolerant of the religious beliefs of 
Muslims but tend to find them wanting in 
their emotional allegiance to the most sacred 
Hindu goddess and mythological heroes. 

The author comes nearer the truth when 
he ditferentiates between religious and 
political intolerance. But there is need to go 
deeper into the roots of political intolerance 
of Hindus. As they are in a majority and as 
nationalism is almost a religion for many of 
them, even liberals among them find it dif¬ 
ficult to appreciate the urge for a distinct 
identity among Muslim and Sikh minorities. 

Again, the author’s attempt to find simi¬ 
larities between majority and mmority com¬ 
munaiism which “feed and fatten” each 
other is an oversimplification. For majority 
communaiism tends to acquire a nationa¬ 
listic fervour and develops affinities with 
fascism whereas minority communaiism 
tends to be particularistic and separatist. A 
separatist particularistic brand of Hindu 
communaiism was always a marginal pheno¬ 
menon whereas it represented the Muslim 
mainstream and demanded partition of the 
country; more as a reaction to the assimi¬ 
lative character of Congress nationalism 
than to the communaiism of a non-entity 
like the Hindu Maha Sabha. 

Anyhow the author makes a valid distinc¬ 
tion between religious consciousness and 
communal consciousness. One may not lead 
to the other. Gandhi and Arad vaere thorough 
ly religious but not communal. Jinnah and 
Savarkar vrere least religious but communal. 


Ipl 
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Under whet drcuimuuices ud doe to what 
reasons does one consciousness lead to the 
otherT 

The author bases his theory on "dynamics 
of econonuc devdopmem and social change, 
accompanying it” The capital path of 
development, according to him, ^neretes 
ethnic and communal conflict b^use ii is 
uneven and accentuates exploitation and in¬ 
justice. It IS truer of the developing third 
world countries where a sense of primordial 
identities (caste, communal or ethnic) 
prevails over class identities As secularism 
and dcmotiacv ait bourgeois ideals netcs 
sary for developing a capitalist society, he 
implies, the problems these ideals are fac¬ 
ing are inherent in capitalism 

Obviously the theory was developed 
before the Gorbachev revolution in the 
Soviet bloc which demonstrated the auto 
nomy of ethnii and religious identities from 
economic and political systems and their 
stronger pull than class identities even in a 
70-year old socialist system And as convin 
cingly argued by Nathan Giazer in Beyond 
Melting Pot, a developed country like the US 
IS far more congenial for growth of ethnic 
identities than the developing third world 
if economic deprivation and exploitation led 
10 alienation of communities, the Sikhs- 
almosl the richest community of India- 
would have been the most contended and 
integrated 

Al one stage, in one ot the articles includ 
ed in the hook obviously written much later 
the author concedes that there is basically 
nothing wrong with communal identiites 
which must be respected even encouraged 
Assertion of communal identitv is a universal 
phenomenon both developing and developed 
countries experience it he adds 

Alas, the idea is not developed further and 
Its implications have nut been worked out 
Some of Ihc relevant qucslions are What 
should be thi sphere of autonomy of the 
communal identities' What should be their 
relation with one another, with other lypes 
of identities and the national identity' And 
above all, when docs a communal identity 
cease to be benign and become malignant' 

I he author sets store on the lole of the 
politicians to connect the loose ends of his 
thesis They we aie told, carefully cultivate 
religious oithudoxy which in turn is used for 
promoting communalism and which in turn 
IS used for provoking communal riots “In 
the ballot box oriented democracy, they can 
hardly resist the temptation to manipulate 
the caste and communal sentiments for win 
ning elections” 

The statement, in fact, begs the question 
Why do caste and communal sentiments 
matter in winning elections'' It a politician 
IS to remain in business, he must take 
cognisance of the prevalent sentiments And 
if democracy is lo prevail, how can ballot 
box be avoided^ In every pluralist democracy 
parties and candidates are supposed to 
cultivate and manipulate permutations and 
combiiution of ethmc groups to ensure then 
victory lb expect Indian voters, politicians 
and the democratic system to behave dit 
feiently is either utopian or hyjiocritical 

amt nniliitaaal lUkaafu l„l„ 


It IS the realisation of this reality that 
makes the author pessimistically conclude 
that communal violence cannot be com¬ 
pletely contained in our society "We will 
have to live both with communaltsm and 
communal violence for quite sometime to 
come" When a person like Asghar Alt 
Engmeer—a crusader for and scholar of 
communal peace—comes to this conclusion, 
one cannot help feeling a sense of despair 

As the book is a compilation of articles 
of the author written at different points of 
time and for different types of audience, 
there is not only an inevitable repetition but 
also occasional incoherence. However, pieang 
together some of his arguments in different 
parts of the book, it is possible to arrive 
at a less pessimistic and more positive 
conclusion 

He has conceded that religion is not the 
mam cause of communalism Sunilarly com 
munalism should not be treated as the sole 
cause of communal violence It is also a pro 
duel of the atmosphere ot violence winch 
has grown independent of communalism 
Furtner. if we replace the pejorative term 
communalism bv a value neutral term lum 
munal identity it can be aigued that lecogni 
non of communal identities and propci arti 
culation and satisfaction of then aspirations 
should be a better way of promoting com 
munal peace 

The author provides another vital due to 
the analytical and prescriptive study of the 
problem when he marshals evidence of the 
fact that Muslims are a part of regional 
cultural mainsiteams ixically integrated 
communities do provide a durable basis lor 
building an edifice of a nation But Ihe 


model of nation building that attempts to 
integrate every community directly with an 
elusive national mainstream often tends to 
disrupt grassroots level integration of 
communities 

It has not been sufficiently realised and 
Asghar Ah, too, does not squarely face the 
fact that Indian nationalism is too inade¬ 
quate a force to unite the nation whereas 
some of Its expressions are a positive threat 
to national unity While there are plenty of 
common symbols at the regional level, they 
are only a few at the national level Bhagwan 
Ram may be accepted as a national hero but 
IS It fair to expect Muslims to worship him 
as ‘bhagwan’ The only way to unite the 
country is to supplement the appeal of 
nationalism with common super national 
ideals and regional sentiments 

The rote of ethnic identities m promoting 
national unity has not been properly ap¬ 
preciated in India So is the case with 
religious and communal identities They are 
not only a part ot the Indian reality which 
cannot be dismissed but are also capable of 
making a positive contribution to national 
life Moreover, religion, communal identities 
and communal violence mav be related but 
are also autonomous 

A study ot the inadequacies o Indian na¬ 
tionalism, Its relationship with communal 
and ethnic identities has vnat relevance for 
the future of Indian civilisation, Indian 
demociacy and Indian unity But the task 
IS so complex and daunting that even the 
best works on the subject do not seem good 
enough to meet the challenge of the situa¬ 
tion And Asghar All's work is certainly 
among the best 
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COPING WITH SEASONALITY AND DROUGHT 
MARTHA Alll-R ( HPN 
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interest to lit those ime^rcsted in women (xiveity and rural development 


258 pages • 220 x I40 mm • Rs 22f (hb) • 


1991 



SAGE PUBUCATKmS INDIA PRIVATE UMITEO 


Post Box 421S, Now Delhi 110048 


1*1 xa 



Indo-Soviet Trade and Technology 
Transfer 

Bernard D'Meilo 

iwUa and tlie Soviet Union: Tnde and lerhnolofty Tranaler by Santosh 
Mdtrotia; Cambridge University Press, Cambridge, 1991; pp xvi 4- 242, 
£ 30 (hard bound). 


THE Soviet Union is presently in the midst 
of mtnictiiring its foreign economic rela- 
than. A book which (teals with Indo-Soviet 
trade and technology transfer upto the 
add-19IOa diould provide an opptntunity to 
assets the past economic relations betsveen 
aeaunliy planned economy and a develop¬ 
ing capitalist economy at a time when the 
fanner is on the threshold of major struc- 
tmal changes. The book under review is the 
outcome of the author Santosh Mehrotra’s 
doctoral thesis at the economics faculty of 
the University of Cambridge Its scope is 
(juite comprehensive, but, perluqu be(iau$e 
at its wuie canvas, the analysis lacks in 
depth, pasticularly on technology transfer. 

The book is (hvided into three parts. 
Fart I covers the influence of the Soviet 
Unkm’s central economic planning on 
India's development strategy, the geo¬ 
political and idralogical factors influencing 
Indo-Soviet economic relations and the 
Soviet Union's economic interest in non- 
'locialist' LDCs. Part II encompasses Soviet 
aid and technology transfer in building in¬ 
dustrial enterprises in India. Part 111 deals 
with Inlatetal payments and bilateral trade 
(trade diversion, comm<xlity composition, 
stability of export earnings and terms of 
tnde). It is not possible for us to comment 
(m all these dimensions of Indo-Soviet 
economic relations and so we will restrict 
ourselves to technology tnnsfer and some 
aspects of tnute relations. 

Mriirotm chcxises to cover almost all the 
industries in which Soviet technology trans¬ 
fer is supposed to have taken place—heavy 
electricals; heavy metalluigicai and mining 
machinery, steel plants and steel plant 
design, oil explontion and production, 
petroleum refining, pharmaceuticals and 
surgical instruments. The publishers claim 
that these are ‘illuminating and detailed case 
studies' of technology transfer. In my view 
however the case studies fail to illuminate 
this area of darkness and they are far from 
detailed. The story of the atrophy of Heavy 
Engineering Corporation’s or Mining and 
Allied Machinery Corporation’s techno¬ 
logical potential is far more complex than 
can be surmised from the information put 
together. Neither can Bharat Heavy Elec¬ 
trical’s relative success be adequately 
understixid from the information the author 
has provided. 

Ibchnology is knowledge, skills, methods 
and procedures which are materialised or 
embodied in designs, specifications, operat¬ 
ing instructions, machinery and equipment, 
etc Acquisition of the embodiments of 
technology need not necessarily mean the 
acquisition of the technology itself. This 


distinction is important, for technology sup- 
(diers often transfer the embodiments of 
technology without transferring the tech¬ 
nology itself. The author seems to have er¬ 
roneously equated transfer’ of designs with 
transfer’ of ‘know-why*. 

Mehrotra examines firm level contracts 
without adequately setting out the frame¬ 
work within which these contracts were 
functional. Actually negotiations first begin 
at the inter-governmental level where the 
Soviet side is represented by the State Com¬ 
mittee on External Economic Relations. 
Inter-governmental agreements are entered 
into to coincide with India’s five-year plans. 
These agreements list the plan projects for 
which Soviet collaboration is envisaged and 
set out the broad parameters for the same 
like the scope of Soviet collaboration, the 
basis of pricing, etc This is the basic 
framework within which inter-fiim level con¬ 
tracts were entered inta Fbr instance, in steel 
there is the Soviet firm Tiazpromexport 
which negotiates and transacts on behalf of 
all the concerned Soviet enterprises and in¬ 
stitutes (Gipromez, Giprokoks, etc) for 
undertaking a particular project. Unresolved 
differences at the firm level are resolved at 
the inter-governmental level. Mehrotra calls 
the firm level contracts ‘near-turnkey con 
tracts'. Actually, there are a whole host of 
separate contracts like those for eeport of 
hardware, licence agreements, technical 
‘assistance’ contracts, training contracts, 
engineering consultancy contracts, R and D 
assistance contracts, construction supervi¬ 
sion contracts, etc. 

The case studies of technology transfer are 
bare outlines but here too there are tactual 
errors. For instance, while the Central 
Engineering and Design Bureau (CEDB) of 
Hindustan Steel had arisen in ass(Kiation. 
with the Krupp-Demag combine at the 
Rourkela Steel Project, the same is not true 
about the role of the British Consortium 
iSCON at Durgapur Steel Project [p 102). 
Indian personnel were not associated in the 
design work at the one-million-tonne stage 
of Durgapur as in Bhilai or Rourkela. 
Another factual error is that the four million 
tonne sta(|k of “Bhilai and Bokaro are 
almost entirely indigenously supplied” 
[p 104] For instance, the fourth quarter 1981 
capital cost figures for the Bhilai four 
million tonne expansion show the dimi 
import content of equipment for the con¬ 
tinuous casting plant and plate mill to be 
63.8 per cent and 30.4 per cent respectively 
The overall direci import content of the 
equipment costs in a 1983 estimate was IS 
per cent. Also, indirect import contents in 
the form of completing equipment supplied 


to HEC m ftitri) its eqiiipmeM IHM# qofr 
tracts are said to te qtiha ligBlncaBt 
Another fectual error is the asasrtkm that 
the Basic Oxyga Furnace or LD Converter 
“was pioneeied in Asia for the flitt time la 
Rourkda inthelate fifties'* [p 109}. AoaaliK 
Japan was the first Asian oouatiy to adopt 
the process [UN Economic CaaiiiiitsioB for 
Eurt^ie, Comparkon of Sktl Makhtg firth 
cesses, 1962, pp 7M1}^ 

An important aspect of Soviet colla- 
boraled projects is that, in the 70i, parti¬ 
cularly when India attai^ a comfortable 
level of fore^n exchange reserves, a switch 
to western collfborations began. This was 
due, among other factors, to a realisation 
that the le^ of Soviet te^nology was in¬ 
ferior to western (echnoiogy. The author 
does not adequately stress this important 
transition in his cate studies of BHEL, 
HEC, or MAMC. There are nuuiy advan¬ 
tages that these firms perceived in twitching 
over to western collaborations. For instance; 
the likelihood of reorganisation and rationa¬ 
lisation of their production processes, 
superior technology, ability to face com¬ 
petitive threats, improved chances of getting 
contracts where global tenders are invited, 
etc. 

Bearding bilateral trade, 1 have the 
following comments; (1) I think that so- 
called trade diversion by India is a non-issue 
for much of India’s exports to the Soviet 
Union is undertaken by India’s private sec¬ 
tor and private business will export to those 
countries where aports are more profitable 
(2) The use of coefftcient of variation in 
comparing the instability of India’s export 
earnings from the USSR and the rest of the 
world is problematical. There is no way of 
carrying out a test of significance since the 
distribution of k/s is not known. Also, a 
comparison of stability of export earnings 
IS meaningful only if the proportions of ex¬ 
ports of the particular commodity going to 
the USSR and rest of the world are not too 
widely different. In the case where the pro¬ 
portion of expoits going to the USSR is, say, 
l/IOth of that going to the rest of the world, 
a comparison of the instabilities of export 
earnings (following the author’s meth^o- 
logy) is meaningless. (3) Studying the terms 
of trade with unit value indices over 1970-71 
and 1981-82 when there have been changes 
in the commexiity composition would mean 
that one would find a change in the terms 
of trade even if prices of the traded goods 
had not changed much. (4) More manufac¬ 
tured goods exports to the USSR would ac¬ 
tually result in a net outflow of hard cur¬ 
rency tince these goods have significant hard 
currency import content. 

Before concluding,! cannot help but men¬ 
tion a factual blunder on the first page of 
the fir ,1 chapter (p 9]. The author states that 
the famous 1944 Bombay Plan was produced 
by the National Planning Committee of the 
Indian National Congress! He further goes 
on to say that Bose and Nehru were among 
the authors of the Bombay Plan! However, 
this part, the book should be of interest to 
development economists, international 
economists and to economic administrators. 
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Income Inequality and Elasticity of Personal 

Income Tax 


Pawan K Aggarwal 

This paper develops a technique for estimating the effect of a change in inequality in the distribution of income 
on the yield of personal income tax. The technique is applied to estimate the effect of income inequality on the 
yield ofpersonal income tax in India, It is found that, for a given tax xhedule, an increase (decrease} in inequality 
in the distribution of income among the taxpayers increases (decreases) yield of personal income tax in India. 
Further, the study brings out that in India, during 1966-67 to 1983-84, inequality in taxable income was marked 
by a declining trend, and this had substantial negative impact on elasticity of the tax Had the inequality remain¬ 
ed unchanged, elastiaty of the tax with respect to gross domestic product would have been around 1.49 instead 
of U7 

Government policies directed at mitigating inequality in the distribution of income seem to dampen growth 
of yield of the persona! income tax This is an important factor that should be explicitly taken into account in 
the tax revenue forecasting exercises If the inequality is expected to decline at a rate tower than that in the referemx 
period, then the effective elasticity would be in the range of 117 to 149, and if it is expected to decline at a rate 
higher than that in the reference period, then the effective elasticity may be well below 117 


I 

Introduction 

MITIGATING inequality in the distribution 
of income and imparting built in flexibility 
to the tax system have been among the mam 
objectives ot the government of India These 
objectives may, howevci, come into conflict 
with each other A declining (rising) trend 
in inequality in the distribution of income 
may have a negative (positive) impact on 
built-in flexibility or elasticity' of the per 
sonal income tax In estimating elasticity of 
the tax. no attention has generally been paid 
to the trends in inequality in the distribu 
tion of income The results of select studies 
on income elhstiaty of the Indian personal 
income tax by Sahota (1961), Gulati (l%2), 
Cutt (1969), lain (1969), Nambiar and Joshi 
(1974), SrivasUva (1975), GupU (1975), Rao 
(1979), Khadye (1981), Gupta and Aggarwal 
(1982), Bagchi and Rao (1982), Aggarwal 
(1984), Rao (1987), and Bagchi (1988) are 
given in Ikble I classified by the methodo 
logies adopted None of these studies quan 
tifies the impact of inequality on elasticity 
of the tax The purpose of this paper is to 
fill this gap 

The study reveals that in India during 
1966-67 to 1983-84, inequality in taxable in 
come was marked by a declining trend and 
this had substantial negative impact on 
elastiaty of the personal income tax 

The study requires estimation of income 
inequality and elasticity of the tax Methods 
of estimation of elasticity are reviewed in 
Seaion 11 The constant rate-base method 
of estimating elasticity that has been 
adopted in this study has been modified to 
account for variation, over time, in the 
distribution of income within the income 
classes The modifled method is described 
in Section 111 Section IV indicates data 


limitations and suggests remedies Choice of 
reference period, coverage and choice of rate 
structure are indicated in Section V Work 
ing of the senes of hypothetical tax revenue 
at the rate structure of 1983 84 is presented 
in Section VI Istimates of elasticity are 
presented and discussed in Seaion Vll Sec 
non VIII contains conclusions of the study 

11 

Methods of Estimalion of 
Elastirity: A Review 

Estimation of eiaAiaty involves capturing 
that component of the tax yield which can 
be considered as automatic growth at a con 
Slant tax struaure Historical tax yield com 
prises the lax yield at a constant tax siruc 
lure and ihi cficct, on tax yield, of the 
discretionary changes brought about in the 
tax structure during the reference period 
Various methods of estimating elasticity of 
a tax have been discussed in the literature 
Fhese are based on capturing the automatic 
growth in tax yield at a tonstant tax struc 
turc from the historical tax yield or 
estimating the hypothetical tax yield at a 
constant tax structure or adjusting the 
estimate of buoyancy^ of the tax ' AH these 
methods can be said to have a common con 
cepludi fiamework 

In general, tax yield (T) can be said to de 
pend mainly on the tax base (B), index of 
inequality (II) in the distribution of tax base, 
and the tax rate structure (R) Further, the 
tax base can be said to depend on the na 
tional income (\) and the tax structure lax 
stiucture can atlect the tax base mainly 
through the level of exemptions, deductions 
and marginal lax rates Exemptions and 
deductions arc inversely related to the lax 
bate With a higher exemption limit, lesser 
number of persons fall within the purview 


of the tax and a lower proportion of total 
income of different taxpayers is subjea to 
the marginal rate schedule Marginal tax 
rates may affect the tax base through thar 
effect on work effort and tax evasion The 
lax vield model can be written as 

T - f (B. 11, R) (I) 

B - f (Y. R) (2) 

In the reduced form, the tax yield can be ex¬ 
pressed as 

r- f (Y, II. R) (3) 

inequality in the distribution of tax base 
may be measured in terms of Gini index or 
by any other measure of inequality However, 
specifying by a single variable, a tax struc¬ 
ture with many marginal tax rates, exemp¬ 
tions, deductions and credits, etc, is a dif¬ 
ficult task Tb overcome this complex pro¬ 
blem, a number of techniques have been 
used in the literature which give rise to dif¬ 
ferent methods of estmution of eiasliaty of 
a personal income tax Venous mahods of 
estimation of elasticity of a tax can be 
classified into the following three broad 
categories 

(i) Those based on direct estimation of 
elasticits 

(ii) Those involving estimation of 
hypothetical series of tax revenue at a 
constant tax structure 

(III) Those based on adjustment ot estimate 
of buoyancy of the tax 
Methods based on direct estimation of 
elasticity of a tax use relation (3) with 
obseived series of tax revenue. However, it 
has generally been estimated without inclu¬ 
sion oi inequality variable This category of 
methods includes those based on (a) the use 
oi tax rate and base variables pursued by 
vy Ilford (1965), Ray (1966), L^er and 
Shapiro (1968), Muskin and Lupo (1967), 
and Srisastava (1975), (b) use of dummy 
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f WiaMa Ibr the >ean of ni^jor diso^^ 
diraset, developed by Singer ( 1970 ), 
ChdHih and Chand (1974) and Waisylenko' 
(199S); and (c) cross-section of groups of tax- 
pi|)ints by income as proposed by Mishan 
add 0icict<Mireaux (1958), Blackbum (1967X 
add Itehman (1973); and region as ad¬ 
vocated by Ihnzi (1969) and subsequently ap- 
]died in vadous studies including Anderson 
(1973), Ibnzi (1980) and Rao (1987). The 
meth^ based on tax rate and base variables 
may not be thought appropriate for two 
reasons. First, representing a multi-rate tax 
structure by a single adequate tax rate is not 
an easy task. Second, while the use of base 
variable is presumed tq capture the effect of 
discretionary changes, it also captures effect 
of non*discTetionary changes as the base 
may change in spite of an unchanged tax 
structure. Srivastava (1975) suggests use of 
two parameters instead of a single tax rate 
variable, one parameter representing initial 
rate and the other representing incremental 
factor in the tax rate as one moves from a 
low-rate bracket to a high-rate bracket. 
However, interpretation of two-parameter 
representation of the multi-rale personal in¬ 
come tax is not unambiguous. The technique 
of dummy variables allows capturing gene- 
ndly the constant shifts in tax revenue and 
is beset with problems of potential multi- 
coUinearity. The methods based on cross- 
section dau assume that the relationship 
between average tax liability and average tax¬ 
able income across income classes or regions 
is the same as the relationship for the coun¬ 
try as a whole at those levels of taxable 
income. This assumption does not seem to 
hold good in reality. 

Methods involving estimation of series of 
hypothetical tax revenue at a constant tax 
structure use relation (3) with scries of 
hypothetiaJ tax revenue instead of observed 
revenue and with exclusion of tax rate varia¬ 
ble. This, however, has also been generally 
estimated without inclusion of inequality 
variable Methods in this category differ with 
respect to the process of obtaining scries of 
fay^thetical tax revenue Various methods 
developed for obtaining the hypothetical 
series include (a) proportional adjustment 
method devclop«l by Sahota (1961) and 
Piest (1962), the characteristics of which 
have been studied in detail subsequently by 
Oietliah and Chand (1974); and (b) the con¬ 
stant rate-base methods. 

The proportional adjustment method 
assumes that^he revenue effect of a discre¬ 
tionary change and the tax yield exclusive 
of the effect of the discretionary change 
grow at the same rate If this assumption is 
not satisfied with respect to a major com¬ 
ponent of resource mobilisation, then appli¬ 
cation of proportional adjustment method 
may give a distorted series of hypothetical 
tax revenue Further, the quality of the series 
of hypothetical tax revenue would greatly 
depend on the quality of the estimates of 
revenue effects of the discretionary changes 
brought about during the reference period. 

Th# gvtAcfant mAthrulc riiFf^r 


with respect to the degree of dsgggregation 
of the data. These include those suggested 
by Auld (1971), Lewis (1962). Pearse (1962) 
and ttbsylenko (1975). The methods u^ by 
Lewis and Auld aie based on highly ^re- 
gated data. The method used by the former 
is based on the application of a single tax 


rate in the previous year to the tax base I 
the current year and that used by the latts 
is based on the appifeation of a single ei 
fective maiginal tax rate in the prevkNii yea 
to the change in the tax base in the curren 
year. Methods advocated by Pearse am 
tKbsyknko are based on data grouped by in 


Table i: Rtsuirs or Earlier Studies on Income Elasticity or the Personal Income Ta; 

IN India 


Methodological 

Reference 

Estimate of 

Remarks 

Category/Study 

Period 

Elasticity 


1 

2 

3 

4 

A Estimaia Based on Proportional Adjustment Method 


Sahota (l%l) 

1951-52 to 1957-58 

0.56 


Cutt (1969) 

1955-56 to 1960-61 

0.50 

Based on data for ficsi and 


1960-61 to 1964-65 

0.65 

last years of the reference ~ 
period 

Rao (1979) 

1960-61 to 1973-74 

0.76 


Khadey (1981) 

1960-61 to 1974-75 

0.77 



1960-61 to 1978-79 

0.88 


Gupta and Aggarwal 
(1982) 

1961-62 to 1975-76 

0.93 


Bagchi and Rao 
(1982) 

1965-66 to 1979-80 

1.08 

With three sets of estimated 
revenue effects of discre¬ 
tionary changes' 

Aggarwal (1984) 

1970-71 to 1981-82 

0.86 to 1.04 

—do—^ 

Bagchi (1988) 

l%5-66 to 1973-74 

0.99 



1973-74 to 1984-85 

0.62 


B Estimates Based on Inclusion of Tax Rale 

Variable in Elasticity Equation 

Srivastava (1975) 

1961-62 to 1972-73 

1.00 

Progressive rate structure is 
represented by an estimated 
initial rale and an incFemen- 
tal factor. 

C Estimates Based on Constant Rate-Base Method 


Gulati (1962) 

1949-50 to 1958-59 

2.70 

At the rale structure of 
1958-59. Based on data cor¬ 
responding to first and Iasi 
years of the reference 
period. 

Gupta (1975)^ 

1951-52 to 1964-65 

0.63 

At the rate structure of 
1954-55 with exemption limii 
al Rs 4200 and Rs 3000 
respectively. 

Gupta and Aggarwal 
(1982)'' 

1954-55 to 1964-65 

0.53 

At the rate structure of 1972-7j 


1965-66 to 1975-76 

0.56 



1954-55 to 1964-65 

0.63 

At rhe rate structure ol 


1965-66 to 1975-76 

0.58 

1974-75 

Rao (1987)'’ 

1953-54 to 1974-75 

0.91 

At the rate structure of 1961-61 



0.92 

At the rate structure of 1974-7; 

D Estimates Based on Cross-Section Data 



Rao (1987) 

l%l-62 

1.33 



196-67 

1.35 



1971-72 

1.51 



1974-75 

1.36 



Noter. I Budget estimates of revenue effects of discretionary changes made in different yean 
Ignore the revenue effects of some of the discretionary changes on the optimism thai 
the effect would be compensated for by better tax compliance. In the absence of an) 
ev idence in favour of such an optimism, Bagchi and Rao have accounted for also thi 
revenue effects of such discretionary changes and obtained three alternative sets ol 
estimates of the revenue effects. 

2 Aggarwal used three alternative sets of revenue elTects. First, as per the budget estimates 
second, accounts for also the revenue effects of the change made outside the budget, 
third, accounts for also the revenue effects ignored on the optimism of better tax com 
pliance, but only to the extent of 50 per cent of such revenue effect. 

3 Elasticity estimates by Gupta (1975) are with respect to assessed income, whereas b) 
others are with respect to GDP at factor cost (at current prices). 

4 Covers the categories of taxpayers; Individuals, Hindu undivided families, unregislereti 
firms, and associations of other persons. 

5 Covers onlv individuals and Hindu undivided families. 



omie ciMMi. (n eittmiting t^pothcticd 
Rvalue with the tax etmcture of a Rfooice 
yt»t, the former Iqn emphasis on imposing 
the distribution of income of the mference 
year in all the yean in the nference paiod 
while the latter sttesses imposing the ratios 
of deductions to incomes i^ income classes 
in the reference year, in each of the yean in 
the tefereace period. The method based on 
highly disaggregative data applies legal tax 
structure of tlK reference year to the incomes 
of each of the taxpayen in each of the yean 
in the reference period. It is implicitly assum¬ 
ed in the constant rate-base methods that t)w 
distribution of income within an income 
class remains unchanged ova time. If this 
assumption is violated then these methods 
may give a distorted series of hypothaical 
tax )deld that may result in a misleading 
estimate of elasticity. 

The method basal on adjustment of 
estimate of buoyancy was proposed by 
Choudhry (1979). It derives a ‘divisia index’ 
on the basis of historical data on the tax 
yield. This index is used to adjust buoyancy 

Table 2; Range or AvERMit Incomes and 
A vERAtiE Tax Rai es of Individual Taxrayers 

BY Income Classes (1966-67 to 1983-84) 


Income Range of Range of 
Class (Rs Average Taxable Average Tax 
Thousand) Income Rates 

IRs Thousand) (Per Cent) 
(I) (2) (3) 


l.‘5-20 

16.83 

- 17.87 

6.92 

12.72 

20-25 

21.89 

- 22.37 

11.64 

16.74 

25-30 

27.01 

- 27.50 

15.52 

20.47 

30-40 

34.12 

- 37 73 

22.07 

26 77 

40-50 

44.01 

- 4S.43 

25.36 

34.57 

50-70 

57.42 

- 58.78 

32.23 

42 42 

70-100 

81.27 

- 82.76 

39.30 

51.28 

100-200 

123.86 

- 133.66 

49.28 

65.04 

200-300 

234.65 

■ 244,45 

.<2 52 

74.81 

300-400 

337.21 

■ 347,10 

49,06 

75.79 

400:500 

436.00 

- 461.54 

50 54 

80.15 

Above 500903.03 ■ 

2050.96 

63.49 

87.64 

All 



13.23 

19.58 


Of ^ tax to obtain an animate of dasticity. 
Tto mahod can be said to suffa from two 
mgjor lirnitations. First, it can underestiinate 
the positive revenue effects and ovoestimate 
the n^ative revenue effects. Second, it may 
not give ^isfactory iesults.when the effects 
of the discretionary changes are of large 
magnitude 

III 

Pn^Mmed Modificatioa in Constant 
Rate-Base Method 

Depending on the availdste data, the con¬ 
stant rate-base method based on data 
grouped by income classes is vplied in this 
study for estimating series of hypothaical 
tax revalue at a constant rate struaure. 
However, the method based on grouped 
data, as generally applied, ignores changes, 
over time, in the distribution of income 
within the income classes. We have modified 
the rate-base mahod to account for these 
changes. The changes in pa capita income 
of the taxpayers in a given income class, ova 
time, are taken to reflea changes in the 
distribution of income among the taxpayers 
within the income class. Therefore, even the 
modified mahod would not correa for a 
change in the distribution of income that 
would not change pa capita income of the 
taxpayers. But such a change is unlikely to 
have a significant impaa on the tax yield. 
The modified rate-base mahod as applied 
in the current study is described below. This 
mahod involves the following four steps in 
estimating a series of hypothetical lax 
revenue at a given rate struaure: 

(i) obtaining average tax rates and average 
incomes by income classes in different 
years: 

(ii) estimation of hypothetical average tax 
rates by income classes in different years 
at the rate structure of the reference 
year; 

(lii) estimation of hypothaical tax revenue 
by income classes in different years at 


Table 3: Esiimaiisoi Parami firs oe ihe Eouafion ot A\ERM.r Tax Rate m ihi R\u 

SfHtDUiE 01 1983-84 


Equa¬ 
tion No 

Dependent 

Variable 

(1) 

Constant 

Term 

(2) 

Average 

Taxable 

Income 

(3) 

lx)g of 
Average 
Taxable 
Income 

(4) 

Inverse of 
Average 
Taxable 
Income 

(5) 

R- 

(6) 

Range ol 
Dev union 
ot 

t-.siimaied 
Values Ironi 
Actuals 
(Pei ( ent) 

(7) 

i 

Log ATR 

4.04867 


0.01151 

. 3< 71960 

0.99 

( 12,13) 



(18.83) 


(0,32) 

(13.30) 



ii 

Log ATR 

1.40934 


0.43447 


0.75 

( 51.44) 



(3.94) 


(5 78) 




iii 

ATR 

47.94%7 

0.01322 


791 ONO.H 

0,96 

( 14,2W)) 



(21.87) 

(4,46) 


(1123) 



IV 

ATR 

27.82315 

0.03061 



0 48 

(- 76.55) 



(6.00) 

(3.30) 






Noiesx 1 Estimates arc based on aoss-section of income classes tor ilic relevant assessment year. 

2 Estimates correspond to the taxpayers with taxable mcome greater than Rs l$,000 

3 Figures in parentheses give t-staiistic. 


the rate itruenire of the ttferenoe yev; 
and 

(iv) obtaining the time wrieirrffaiypolliedeiri 
tax revenue at the rate struaure of tbg 
reference year. 

The following noutions are used in 
desaibing these steps; 

n s number of years in the referenoe 
paiod 

k = numba of income classes 
N c numba of taxpayers 
TI <= taxable income 
TR s tax revenue 
ATI = average taxable income 
ATL s average tax liability 
ATR.« average tax rate 
ATR* estimated hypothaical tax rate at 
the rate struaure of a reference 
year 

TR* = estimated hypothaical tax revenue 
at the rate struaure of a refoenoe 
year. 

Scripts i (°=1, 2, 3,...,n) and j (=1, 2, 
3,.. .,k) would be used for ith year and jth 
income class respectively, e g, Tly would 
denote taxable income of the jth income 
class in the ith year. 


(i) Steps 1 and 2 


Average tax rate and average taxidile in¬ 
come of different income clKses can be ob¬ 
tained for each of the yean in the reference 
period, as follows; 


ATR = TRj./TL ...(4) 

AT1.;=TI,Ai^ --.<5) 

If, over time, distribution of taxable in¬ 
come within each income class remains un¬ 
changed, then the average tax rates cor¬ 
responding to a reference year as given by 
equation (4) can be taken as the avoage tax 
hat« applicable to the otha years at the rale 
structure of the reference year. Howpva, if 
distribution of taxable income within an in¬ 


come class does not remain undianged, then 
tor that income class the avenge tax rate M 
the rate struaure of the reference year need 
be estimated by accounting for tire change 
in distribution of taxable income within the 
income class. FOr estiniating such hypo¬ 
thaical average tax rates, we assume that for 
fixed income brackas, change in the distri¬ 
bution of taxable income within an income 
class is appropriately reflected in change* hi 
(he average income of the income class. So 
the average tax rates, at the rate structure of 
a reference year, applicable to an income 
class in different years can be estimated by 
accounting for the change in avoage taxabte 
income of the income class. 

The hypothaical avoage tax rales can be 
estimated on the basis of a relationshtp bet¬ 
ween the average rate and average tax¬ 
able income at the rate struaure Of the 
reference year For rthyear as the reference 
year, this relationship may be estimated by 
fitting the following specifications of an 
average tax rate function; 


ATR,, = tr, + /I, ATI,, + 1 , (I/ATI,,) .. .(6) 
Log ATR,, = «j + (Jj Log ATI,, 


+ T, (1/ATI,,) (7) 

'<1 .. . lAk 




Theie tpedfications allow the iverage tax 
rate to vary with average tax^le income: 
Theie spediicatkms are thought api;HX>priaie 
ai the average tax rate at high income levels 
il expected to rise wtth income. It is so, 
bjecatiie of lower increase in marginal tax 
latet with increase in income at high levels 
of income and because ot ceiling on max¬ 
imum marginal lax rate in general. The 
choke between these specifications has to 
depend on the pannwer estimates and 
allied statisties. 

Let us denote the estimated values of e,, 
r,, ej, Pj, and at the rate structure of 
the reference year by «j, P|, tj, nj, jSj and 
respectively. Now, the estimates of 
average tax rates in each of the years at the 
rate structure of the reference year can be 
obtained by simulating these specifications 
as follows: 

ATR;, = *] + ATI,, + xj (I/ATI,,) . (8) 
Log ATR,* = aj + P; Ug ATI,, 

+ (1/ATI,,) . .(9) 

ATR,, can be obtained with the empirical¬ 
ly preferred specification ot the average tax 
rate function. 

(ii) Slejjs 3 and 4 

Ihx revenue of an income class, in dif¬ 
ferent years, at the rate structure of the 
reference year by accounting for the change 
in distribution of taxable income in the in¬ 
come class can be obtained as: 

TR* - TI„ . ATR;, .(10) 

Ihx revenue of the taxpayers of all the 
income classes can be obtained as; 

TR; = r TR,*, .(II) 

i-i 

TR; gives (he series of hypothetical tax 
revenue at the rate structure of the reference 
year. 

IV 

Data, Limitations and Remedy 

The only source of data on income class- 
wise distribution of the taxpayers in India 
it AH India Income Tbx Statistics (AIITS). 
The limitations of these data have been 
widely discussed (see, for example, Gupta 
and .^ggarwal, 1982, Chapter II; and Bagchi 
and Aggarwal, 1983). These data are based 
on the assessments completed in a year. 
These data for a year can be taken to cor¬ 
respond to a fraction of the total number 
of taxpayers in that year and these relate to 
the incomes earned in the previous year. 

The fraction of total number of taxpayers 
covered in AI ITS has not remained undiang- 
ed -over time. So the time series of 
hypothetical tax revenue require ad¬ 
justments. The adjustment multiplier for the 
ith year ‘M,’ can be taken as the ratio of 
total number of taxpayers (N*,) to those 
covered in Alllk (N,) in the ith year (i e, M, 
= N*,/N,). For this purpose, the data on 
the total number of taxpayers in (he books 
of the department at the end of a year are 
taken from the Report of the Comptroller 
and Auditor General of India, Direct lUxes 


V 

Reference Period, Coverage and 
Rale Structure 

Reference period is taken from 1966-67 to 
1983-84. Prior to 1966-67, the legal defini¬ 
tion of taxable income difkred’significantly 
from that in the later years, and 1983-84 is 
the latest year for which comparable data 
are available. From 1984-4S, the data pub¬ 
lished are return-based instead of assess¬ 
ment-based, i e, the published data are bas¬ 
ed on the information as ftirnished b^she 
taxpayers instead of information on the tax¬ 
payers after their assessments are completed. 
AIITk was not published for the years 
1971-72 and 1973-74. Excluding these two 
years, our reference period covers 16 years. 

The study covers the single major categoiy 
of personal income tax pqiers-^individuals*. 
These account for more than 90 per cent of 
the number and taxable income of all the 
taxpayers. 

Intimates of elasticity are obtained at the 
rate structure of the latest year in the 
reference period, i e, 1983-84. During the 
reference period, the exemption limit for in¬ 
dividuals has been raised from R$ 4,000 to 
Rs 15,000. It was Rs 15,000 in the assessment 
year 1983-84. 

VI 

Eatimation of Series of 

Hypothetical Tax Revenue at 
Rate Structure of 1983-84 

The estimates of series of hypothetical tax 
revenue at the rate structure of 1983-84 are 
obtained in the following two stages; 

(i) Estimates of Average Taxable Income 

Average taxable income of each income 
class IS computed for different years in the 
reference period. In each income class, a 
substantial variation in average taxable in¬ 
come over time is observed—the variation 
is specifically marked in (he high level in¬ 
come classes. The range of variation in the 
average taxable income, in the income classes 
Rs 15-20 thousand, Rs 30-40 thousand, 
Rs 100-200 thousand, and above Rs 500 
thousand was Rs 16.83-17.83 thousand, 
Rs 34.12-37.13 thousand, Rs 123.86-133 66 
thousand and Rs 903.03-2050.96 thousand 
respectively (Table 2, column 2). This .sug¬ 
gests that the distribution of income within 
the income classes has not remained un¬ 
changed over time. This would have caused 
substantial variation over time in the average 
tax rate of an income class even at an un¬ 
changed rate structure. Therefore, we have 
estimated hypothetical tax rates for each of 
the income classes in different years at the 
rate schedule of a reference year by accoun¬ 
ting for changes in the distribution within 
the income classes. 

(ii) Estimates of Hypothetical Average 

Tbx Rates and Tbx Revenue 

Average tax rate is obtained for each in- 


peiiod. At one would haw eipecMid, the 
average tax rate of each income dam hat 
shown wide variation over time (Thbk 2, 
column 3). 

For ettimatiiig hypothetical average tax 
rates, equations 6 and 7 are estimated with 
and without the inverse of average income 
variable with the cross-section of income 
classes for the year 1983-84. The pammetei 
estimates alongwith allied sutistks are givet 
in Ihble 3. 

Tab).l 4; R/snoi or Estimaho HvtxjTHEtiCAL 
AvtRAGt Tax RAmra Individual TAXMireas 
AT tH( Rats ScHFDULE Of 1983-84, dusing 
1966-67 TO 1983-84 sv Incttme Classes 


Income Class Range 

(Rs Thousand) (Per Cent) 


15-20 

7.02 

8.03 

20-25 

11.62 

12.03 

25-30 

15.87 

16.25 

.30-40 

20.96 

23.19 

40-50 

26.59 

26.88 

50-70 

32.24 

32.72 

70-100 

38.85 

39.17 

100-200 

45.41 

46.42 

200-300 

52.42 

5276 

.300-400 

55.13 

55.32 

400-500 

56.66 

56.93 

Above 500 

59.65 - 

6I.S0 


lAHtl 5 ADJUSTMINI MUITIPIILSSOf 
InUIVIDUAI S Tt) CORREC T TOR VaRU D 
(VlVIRAOt Of THI T AXPAYI RS IN 

Dll If RENT Yl ARS 

Vcai Toial Tkxpayers Adjust- 

No ol Covered mem 

taxpayers m AIITS Multipliers 
(Thousand)(Thousand) ot Indi¬ 
viduals 
(2)/(3) 

(1) (2) (3) (4) 

l%6-67 

2234 

1586 

1409208 

l%7-68 

2214 

1510 

1.466258 

l%8-69 

2146 

1753 

1.224515 

l%9-70 

2366 

1793 

1 319778 

1971-72 

2569 

1%7 

1.306296 

1972-73 

2692 

1966 

1.369066 

1974-75 

2885 

2119 

1.361128 

1975-76 

2981 

2131 

1.399013 

1976 77 

2877 

21.39 

1.344958 

1977.78 

3038 

2228 

1.363668 

1978-79 

3052 

1667 

I.83I14I 

1979-80 

3160 

1549 

2.040309 

1980-81 

3489 

1237 

2.821003 

1981-82 

3521 

1200 

2.934072 

1982-83 

3612 

1055 

3.423878 

1983-84 

3638 

886 

4.103614 


Muv : The decline in ihe number of uupayen 
covered in AIITS during (he period 
1977-78 10 1983-84 is atiributable to 
the departmental policy lo allocate 
relatively lesser resourees for compila- 
lion of income lax siatisiics. 

Soimv tor column (2) Report of the Com- 
pirotter and Auditor General of India 
for difleieni years, and for column (3) 
AH India Income Tax Slatisiics for dif- 




pM»cter«MimiteiofbiMhthefpedflea- 
tioiu of the lax me ftinctlon ut iignifkain 
at '99 im cent levd of confidenct A< ex- 
pectad, in both the ipedflcationi, the varia¬ 
ble—imetie of averaie taxabte income—ii 
an important variabic; at droppiiv it from 
thetpedficationtleadtiotubalantialicduc- 
tkm in their cnpianatory powen (column 
So the epedficndoni with the inverse 
variable am preferable to those without it. 
Between equittiont 6 and 7, the latter gives 
better fit in terms of explanatory power of 
the equations, and the range of tkviation of 


; th x i d mid vdiiet ftoni tlie actual valoet of 
r themanm tax iim (cdlHnins d and 7). TMt 
tuttcsts diat equmian 7 is preferable to 
equation d. Therefore; equation (i) Is used 
■Ereestimating l^podietical awemge tax rates 
in different years at the rate schedule of the 
aasesamcm year 19^-94. The ranges of 
estimates of hypothedcal avenge tax rates 
by income dan^ thus obtained at the rate 
schedule of the yem 1983-84, are given in 
Thble4. 

From Ihble 4 it may be noted that hypo¬ 
thetical average tax me of an income clus 
has shown a substantial variation during the 


refmnee pelod. The ratigcs of variatioh^i. 
the hypothetical average tax rates forthe ^^ 
cmrie classes Rs lS-20 thousand, Rs 100-2018' 
thousand, and above Rs 500 thousand are 
respectively 7.02-8.03 per cent, 45.41-4642 
per cent arid 59.65-61.50 per cent. This sug- 
gesu that failure of the mitlier researchers 
to account for this variation in the average 
tax rate of an income class might have in¬ 
troduced an unknown distortion in thew 
series of estimated hypothetical tax revenue 
at a constant rate structure and hence in theif 
estimates of elasticity of the tax. 

Hypothetical tax revenue in different in¬ 
come classes of the uxpayers, with taxable 
income exceeding Rs IS.OOO’ in each of the 
years in the reference period, at the rate 
schedule of 1983-84 is obtained by using the 
hypothetical average tax rates in equation 10. 
Hypothetical tax revenue in a year is obtain¬ 
ed by adding the hypoth^ical tax revenue 
in different income classes. This gives a time 
series of hypothetical Ux revenue at the rate 
schedule of 1983-84. 

Hypothetical tax revenue as well as tax¬ 
able income of different years is not com¬ 
parable over time because of variation in 
coverage of the taxpayers in different years. 
These series need to be corrected. This is 
done by multiplying the revenue and taxable 
income in a ^ear by the adjustment multi¬ 
plier which is the ratio of total number of 
taxpayers in a year to the number of tax¬ 
payers covered in our data set. The adjust¬ 
ment multipliers of individuals computed 
for different years are presented in Table 5 
(column 3). The corrected series of taxable 
income and of hypothetical tax revenue are 
given in Table 6 along with gross domestic 
product (GDP) at factor cost and current 
prices (with one-year lag). Gini index of tax¬ 
able income of individuals is estimated bas¬ 
ed on the distribution of taxpayers into the 
same set of 14 income classes in each year 
in the reference period. The 14 income 
classes comprise 12 income classes as listed 
in Table 2, and the other two income classes 
as nil to Rs 10,(KX), and Rs I0,(X)0 to 
Rs 15,000. Gini indices are estimated by ac¬ 
counting for inequality within the income 
classes. This has been done, following Ag- 
garwal (1990) and Kakwani (1980, Chapter 6), 
on the assumption of linear density func¬ 
tions within the income classes.^ Loiw and 
upper values of the estimates were obmin- 
ed to test for goodness of fit of the linear 
density functions. The estimated values of 
Gini index were found to lie between their 
lower and upper values implying that the 
assumption of linear density functions 
within the income classes is not unrealistic 
These values of Gini index (G) along with 
its lower (GL) and upper (GU) values are 
given in columns S to 7 in Ihble 6. 

VII 

Estimates of Elasticity of Tax. 

Estimates of elasticity of the tax are ob¬ 
tained by estimating the following two 
specifications of the tax function (3) with 


Table (k Estimates of Taxable Income, Hypothetical Tax Revenue at the Rate Schedule 
OF 1983-84, National Income and Gini Index or Taxable Income 


Assess¬ 
ment Ibar 

(1) 

Ihxable 
Assessed 
Income 
(Rs Crore) 

(2) 

Hypothetical 
Ihx Revenue 
at the Rate 
Schedule of 
l«3-84 
(Rs Crore) 

(3) 

Gross 
Domestic 
Product at 
Factor Cost 
at Currenf^ 
Prices 
(Rs C:irore) 

(4) 

Gini Index of Ihxable Income 

Lower Estimated Upper 

3telue Value Value 

(GL) (G) (GU) 

(S) (6) (7) 

196647 

835.00 

191.02 

22030.00 

0.35018 

0.44396 

0.49406 

1967-68 

916.27 

213.69 

25480.00 

0.36114 

0.44502 

0.49078 

196849 

998.71 

221.27 

29870.00 

0.35883 

0.42570 

0.46427 

1969-70 

1136.55 

251.32 

30548.00 

0.35915 

0.42126 

0.45793 

1971-72 

1475.14 

324.37 

36736.00 

0.36671 

0.41102 

0.43923 

1972-73 

1159.32 

258.43 

39274.00 

0.33444 

0.39636 

0.43524 

1974-75 

1347.32 

275.60 

53826.00 

0.32540 

0.37320 

0.40559 

1975-76 

1579.71 

310.33 

63342.00 

0.32001 

0.3S4II 

0.38167 

1976-77 

2012.28 

419.60 

66630.00 

0.34090 

0.36065 

0.37804 

1977-78 

2277.15 

457.49 

71665.00 

0.31837 

0.33123 

0.34568 

1978-79 

3090.79 

611.66 

80931.00 

0.30506 

0.31610 

0.32363 

1979-80 

3416.41 

685.39 

87214.00 

0.29536 

0.30840 

0.31588 

1980-81 

4260.41 

889.27 

95358.00 

0.31043 

0.32260 

0.32934 

1981-82 

4482.10 

925.81 

113548.00 

0.29981 

0.31246 

0.31888 

1982-83 

5836.87 

1119:08 

130770.00 

0.28229 

0.29120 

0.29598 

1983-84 

7233JI3 

1503.27 

145961.00 

0.31433 

0.32181 

0.32569 


Afotes; I Gross Domestic Product (GDP) shown against the ith assessment year corresponds to 
the (i-l)th financial year, i e, column 4 gives one year lagged values of GDP. 

2 Gini imtex of taxable income of individuals is estimated based on the distribution of 
taxpayers into the same set of 14 income classes in each year. The 14 income classes 
comprise 12 income classes as listed in Thbie 2, and the other two income classes as 
nil to Rs 10,000, and Rs 10,000 to Rs 15,000. 


Table 7: Estimates or Elasticity of Personai Income Tax 


Constant 

Coefficient of Log of 



DW-Statistics 

Term 

GDP Ihxable 

Gini 




Income 

index 




(TI) 

(G) 



(I) 

(2) (3) 

(4) 

(5) 

(6) 


(i)** 

-8.4799 

1.4900 


1.7835 

0.96 

1.98 


(3.91) 

(6.23) 


(2.04) 



(it)* 

-6.8213 

1.1722 



0.95 

1.48 


(2.38) 

(4.64) 





(iii) 

-1.3845 


1.0630 

0.6441 

0.99 

1 72 


(17.86) 


(49.81) 

(6.21) 



(iv)* 

-1.2315 


0.9567 


0.99 

1.87 


(5.17) 


(31.37) 





Noler. •• Estimated by Cochiane-Orcutt method that adjusts for serial correlation of first order. 
* Estimated by Cochrane-Orcuit method that adjusts for serial correlation of second 
order. 

1 Figures in parentheses give t-staiistic. 

2 AU the elasticity estimates are significant at 99 per.cent level of confidence. 
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exdinion of tu rate variable: 

Log TR"^e,+ji, Log GDP, , 

+ TjLogG, (12) 

Log TR;* = 04 + ^^ Log GDP. , (13) 

wbtfc TR» IS corrected hypothetical tax 
revenue in the ith year at the rate schedule 
of the year 1983-84 f)3 and p4 can be inter¬ 
preted respectively as partial and total 
eiastiaties of the tax with respect to GDP 

Both the equations 12 and 13 are esti¬ 
mated by Ordinary Least Squares method 
In case of problem of serial correlation, an 
equation hu been le-estimated by Cochrane 
Oieutt Iterative method that adjusts for 
serial correlation All the parameter 
estimates of equations 12 and 13 along with 
allied statistics are given in Table 7 Estimates 
of partial and total elasticities of the tax with 
respect to taxable income are also obtained 
by re-estimating equations 12 and 11 by 
replacing GDP, , by taxable income of the 
Ith year These are also reported in Ibble 7 

From Ihble 7, it would be noted that par 
tial elasticitv of the tax with respect to in 
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equality in the distribution of ttaiMe in¬ 
come IS significantly positive (column 4), 
with all the income variables used. Ibis sug¬ 
gests that the decbne in inequality m tax¬ 
able income duimg the reference period 
would have had negabve inqsact mi tte total 
elasticity of the tax If the distribution of 
taxable income had remamed unchanged 
during the refetence period then the total 
elasticity of the tax with respect to GDP 
would have been around 149 mstead of 117 
(equations ( 1 ) and ( 11 ), column 2) These 
bnidings are also supported by the estimates 
of elasticity with respect to taxable income 
If the distribution of taxable income had re¬ 
mained unchanged dunng the reference 
period, then the total elasticity of the tax 
with respect to taxable income would have 
been around 106 mstead of 0 96 (equations 
(ill) and (iv), column 2) This implies that 
the government policies directed at raitiga 
ting inequality in the distribution of income 
in general and m the distnbution of taxable 
income in particular dampen growth of the 
tax yield This seems to be an important in¬ 
gredient (or tax icvenue forecasting exercises. 


that has so fer bedn ignond or Hs cflMt hw 
not been made explidt 

vni 

Concluaiona 

A change m inequality m the distribution 
of income is found to have significant im¬ 
pact on growth of revenue from the penomd 
income tax A rise (deciuie) in the inequali¬ 
ty increases (decreases) the tax yield The 
decline in inequality in the distribution of 
taxable income dunilg 1966-67 to 1983-84 
had substantial negative impact on elastiaty 
of the personal income tax The effect of in¬ 
equality in income distribution on the tax 
yield has implications for forecasting the tax 
yield Therefore, this effect should be ex¬ 
plicitly taken into account in the tax revenue 
forecasting exeaiscs 
If the inequality in income distribution 
(an be held constant, then the total elasti¬ 
city of the personal income tax with respect 
to GDP can be taken to be around 149, and 
if It IS expected to decline at a rate lower than 
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ttat ta the reftottce periwl, then ft would 
•be tftt rtoge 1.17 to 1 . 49 . Further, if the 
Quality ii expected to decline at a rate 
mshcr thn that m the reference penod, then 
the elastiaty of the tax may be well 
below 1 . 17 . 

Notea 

[I have benefited from many discussions on the 
topic with R K Das, Amaresh Bagchi, Pulin B 
Nayak and Shyam Nath My thanks are due to 
Pnveen Kumar, $ N Sharma and Promila 
Raivanshi for adept secretarial assistance ] 

I TIk elasticity of a ux reveals how the tax 
yield at a constant ux structure grows in 
response to growth in national income or the 
tax base. It is defined as the ratio of propor¬ 
tional change in the tax yield at a constant 
tax structure to the proportional change in 
national income or the tax base 
Z Buoyancy of a tax is defined as the ratio of 
proportional change m the histonial ux yield 
to the proportional change in national 
income. 

3 There is another appioach to calculating 
elasticity that gives, year by year, point 
elasticity This method of calculating elasii 
city assumes equiproportionate growth in in 
comes of all the persons, and that the income 
growth does not affect their marginal tax 
rales For an exposure to this method of 
calculating elasticity see Fries, Flutton and 
Lambert (1982), and Fluiion and Lambert 
(1980) 

4 The type of change in the distribution of 
taxable income within an income class that 
would not be affecting the average Uxablc 
income of the income class is unlikely to 
have any significant impact on average tax 
rate of the income class, at an unchanged ux 
structure 

3 Rs 13,000 was the exemption limit in the 
assessment year 1981 84 
6 Suppose there are n taxpayers that arc 
grouped into k income clases, (Xj to x,), (x, 
to X,), , (X^ 1, x^) Let ni and yi denote 

numW and income of taxpayers in the iih 
income class f urther, let fi and pi denote 
proportions ol number of taxpayers in and 
up to the ith income class respectively The 
formula used for compuution of Gmi index, 
based on (he assumption of a separate hnear 
density function within each income class 
which exactly fits the data points, is 
I c 

G GL + L u G, 
where 

k 

GL - I <q, + q, ,) 

f, n/n 

K - y/”, 

P •= y/n 

k 

y = I 
I I 
I I 

- 1,2, .k 

0,-(2/l3)(Ax/H,)(9d, 1 9df),i U .k I 

= <Fi-*k * *k i) 

AX| - X. -X, , 

4, - (H ■ N |)^^i 


OL gives an estimate of income inequality 
(0) based on the assumption that inequali¬ 
ty of income withm each income class is zenx 
The lest of goodness of fit of the linear den 
sity functions within the income classes is 
conducted on the basts of the lailowmg 
inequality 

01 COdGL t D 

Where D for the last income clas is open 
ended class is given as 

''‘-’’I 

The estimate of O saiislying the above in 
equality would mean that (he fit is satislac 
tory for an exposition to the above formulae 
see, for example, Aggarwal (1990), (lastwirih 
(1972), and Kakwani (1976) ^ 
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NOICHST INDIA LIMITID 


FORM 11 A 
(See Rule 4A(1)) 

Mmi of fcnenl notice to be given to the memben of tbe public befon mking an appiication to the Ccntnd Oovenmeni uoder 
aNk-aeoion (2) of Scaion 22 of the Monopolies A gettrictivt Hade Piactices Act, 1969 

NOTICE 

k k heicby notified for the information of the pubiic that HOECHST INDIA UMiTED proposes to make an plication to the 
f-gtuMl Government in the Department of Company Affairs, New Delhi, under sub-section (2)of Seaion 22 of the Monopolies 
A leatrictive Hade Practices Act, 1969 for approval to the establishment of a new undertakingAinitAlivision Rrief partioilan 
of the proposal are as under — 

t. Name ami address of the applicam Hoechst India Limited 

Hoechst House, Nariman Poim 
193, Backbay Reclamation, 

Bombay 400 021 

2. Capital Structure of the applicam Oiganisation Authorised capital 

Ra 100,000,000 divided imo 1,000,000 Equity shares of 
Rs lOOA each 

Issued, Subscribed and Paid-up Capital 
Rs 99.769.000 divided into 997,690 Equity shares of 
Rs lOOA each 

3 Managcmem Structure of the applicant Organisation The Company is managed by the Managing Director under 
indicMing the names of the directors, including the overall supervision and ctintrol of the Board of 

managing/wholetime rlircctois and manager, if any Directors 

Names of Directors 
Mr Vijay Mailya (Chairman) 

Dr E Baltin (Managing Director) 

Mr $ V Divecha 

Mr C L Jam (Whole-time Director) 

Dr K G Janson 
Dr J Reden 
Mr U Seitz 
Mr H ] Timner 
Mr P N Menugopatan 
Mr V L Schmidt 

(Alternate Director to Dr H O Janson) 

Mr K K Unnl (Whoirtime Direaor) 

(Alternate Director to Mr H J Timner) 

4. Indicate whether the proposal relates to the establish- The proposal relates to the manufacture of new Articles in 

mem of a new undertaking m a new unit/division the existing manufacturing plant 

9. Locathm qf the new undertakingAinit/division Mulund 

Distria Greater Bombay 
Maharashtra Suic 


Managcmem Structure of the applicam Organisation 
indicMing the names of the directors, inclikling 
managing/wholetime directors and manager, if any 


4. Indicate whether the proposal relates to the estabiish- 
mem of a new under^ng m a new unit/division 

9. Locathm qf the new undertakingAinit/division 


In case the proposal lelaies to the production, storage 
supply, distrMwtion, marketing or control of any 
goodahrticles indicate 
I) Name of goodsfartlcies 
li) Proposed licensed capacity 


ill) Estimated annual turnover 
In case the proposal relates to the provision of 
any services, state the volume of aaivity in terms of 
usual measures such as value, income turnover, etc 

Cost of the Project 


BATRAFEN (Ciclopiiox Oiamine) CREAM and SOUlTiON 
Will be manufactured within the installed capacity available 
in Mulund, Greater Bombay, Maharashtra bate for 
Ointments/Liquid Orals 
Rs 1 40 crorrs appruximatcl) 

Not Applicable 


NIL Since formulation actisit) will be undertaken within 
the existing facilitic*s for Uintments/Liquid Orals available in 
Mulund as stated abosc 
Not Applicable 


9. Scheme of finance indicating the amounts to be Not Applicable 

raised from each source 

Any person interested in the matter may make a representation in quadruplicate to the Secretary, Gosernment of India, Ministry 
of Industry, Department of Company Affairs. Shastri Bhavan, New* Delhi, within 14 days from the date of publication of this 
no^, Imimating his views on the proposal and indicating the nature of his interest therein 

HOECHST INDIA LIMITED 
SdA 

K SUBRAMANi 

Dated this 19th itay of July 1991 ( OMMNY SECRETARY 



Depreciation Restriction 

Revenue Potential and Impact on Corporate Sector 

K C ShamM 

TTUs pap» excm^m the government’s decision, taken in December last year, to limit allowable depreckakm 
to per cent ttf the munrnt calculated umler the Income Tbx Act and attempts to assess fa) the extent of corpora^ 
tax revemat which could have accrued from this measure tfell the existing leakage in the corpomte tax systtm 
had beat plugged, and (b) its imptxt on the level of gross saving of the corporate sector. It is argued that the 
revenue raidng ptdential of Ms measure was largely frittered away in^ 1990-91 due to the availability ttfmatty 
taxof^ettingprmiaons in the present corporate tax system <md the autlurr attempts to identify the major leakages 
and suggests measures to plug them. It is also suggested that ttus measure of disallowance of depreciation be 
tried again in 1991-92 aftv removing the idmtified leakages. 


THE government of India had announced 
on Deoemba 27, 1990 that the allowable 
depreciation on the written down value of 
bl^ of aueu would be Hmited to 75 per 
cent of the amount calculated under the 
Income ‘Ox Act and had eitunated addi- 
tkmai leiouice mobilisation of Rt 750 crore 
ftoro this measure during 19904>i. The 
government had earlier hiked the surcharge 
on corpomte income tax from 8 per cent to 
15 per cent and had estimated accretion of 
Rs 400 crore fiom that nwasure. These cm- 
pomte tax measures together aimed at 
mobilising Rs 1J50 crore were taken on top 
of the two main steps of abolition of invest¬ 
ment allowance/IDBI deposit account 
scheme and reduction in the basic tax rates 
by 10 percentage points in the union budget. 
1990-91, which were expected to genemte ad¬ 
ditional revenue to the tune of Rs 800 crore 
and yi^ corpomte tax revenue of 
Rs 6,089 crore in 1990-91 under the new 
dispensation as against Rs 5,289 crore under 
the old tax structure. Inclusive of the two 
post-budget corpomte tax measures men¬ 
tioned above, the govenunent had evidently 
taken steps to raise corpomte tax revenue of 
Rs 7,239 crore in 1990-91. 

A^nst the envisaged corpomte tax cc^- 
lection of this order in 1990-91, the interim 
central budget for 1991-92 has presented only 
the original budget estimate of corporme tax 
revenue of Rs 6,089 crore for 19^91 and 
the revised estmmte of Rs 6350 crore. In his 
budget speech, the union finance minister 
had attributed the atiditional corporate tax 
collection of Rs 261 rrore over the budget 
estimate largely to the post-budget addi- 
tirmal resouree mobilisation during 1990-91. 
The budget papers, on the other h^, state 
that the leviaBd eadtrute of corporate tax col¬ 
lection has been arrived at after faking into 
accoutu the changes made though the 
'foxation Laws (Amerrdment) Act, 1991 
which includes th^ depreciation restriaion 
measure. Therefore, in the absence of any 
expikit reference in the union budget to the 
extent of accretion to corpomte tax revenue 
from this measure; it is difficult to ascertain 
iu likely contribution to the exchequer. But 
since the post-budget hike in surcharge on 
corpomte income tax by seven per cent 
would have anyway yieltM revenue to the 
extent of at least Rs 328 crore (total collec¬ 
tion foam 15 pci cem srudiatge being Rt 702 
cram as per revisad estimate in the interim 


budget) and also becaiite there are matqr tax 
offsetting provisions in the current corporate 
tax structure to have permitted depreciation 
restriction measure to yield the requisite 
additional revenue, its implication for the 
economy need to be carefully examiried. 
Moreover, the latest available data on net 
corporate tax ctrilection in 1990-91 has 
reportedly shown actual corporate tax 
revenue at around Rs 5300 crore because of 
the higher order of refunds disbursed in 
1990-91 amounting to Rs 2;032 crore relating 
to the accounting year 1989-90 as against 
Rs 1,150 crore refunded in 1989-90 pertain¬ 
ing to 1988-89. But for the sharp rise in 
refunds by Rs 882 erpre in 1990-91, the cor¬ 
porate tax revenue would have aggregated 
Rs 6,182 crore. 

This paper attempts to assess (a) the Bctem 
of corporate tax revenue which could have 
accrued from this measure spedficrdly if ail 
the existing leakages in the corporate tax 
system had been plugged, and (b) its impact 
on the level of gross saving of the corporate 
sector. Since the revenue raising potential of 
this measure was largely fritted away in 
1990-91 due to availability of the many tax 
offsetting provisions inherent in the present 
corporate tax system, this paper also at¬ 
tempts to identify the major leakages and 
suggests measures to plug them. It riso sug¬ 
gests that this measure of disrilowance of 
depreciation to the extent of 25 per cent for 
tax computation be tried agun in 1991-92 
after removing the identiried leakages in 
order to realise the full revenue potential of 
this measure for meeting increa^ revenue 
requirements. However, before dealing with 
this subject, it is essential to First deliberate 
as to what the restriction on allowable 
depreciation implies. 

The paper has been divided into six sec¬ 
tions. ^tion 1 deals with (he implications 
of the measure of restriction on allowable 
depreciation for the prevailing rates of 
depreciation. Section 11 spells out the 
methodology used for computing the addi¬ 
tional corporate tax revenue which could 
have been raised from this measure in 
1990-91 if leakages had been sealed. Section 
HI details the actual computations of addi¬ 
tional corporate tax revenue based on the 
available data. Section IV sets out the im¬ 
pact of the diversion of resources from the 
corporate sector to the government by way 
of additional tax revenue on the gross saving 


of that sector. Section V identifoes thi 
various leakages in tire present corporate tai 
structure; which would first need to be seokc 
before the requisite revenue could acefw 
from this measure if this measure was to In 
extended to 1991-92 and Section VI sum 
marises the conclusions. 

1 

Implication of Depreciation 
Allowance Restriction 

Depreciation rilowance is allowed to bi 
deducted from the gains of business or pro 
fession in order to provide for replacemen 
cost of assets which are used up in the coum 
of carrying on of such business or profes 
sion. I^ieciation allowance therefore pro 
vides a cover against the diminishing wdbi 
of assets on account of their wear and tea 
over a certain speciFied period which ma; 
broadly correspond to the pre-determinei 
life of an asset. 

Ordinarily a company is allowed to chaigi 
depreciation on its fixed assets broadly fo 
using two methods, viz, the written dowt 
value method and the straight line methot 
which are also known as ‘declining balanci 
method’ and ‘sum-of-digit$’ or ‘fixed instal 
ment method'. The written down valiu 
method has an advantage over the straii^ 
line method in so far as it enables a com 
pany to charge more depreciation in tiu 
earlier years of the use of an asset than ii 
the later years. Thus it provides for ac 
celerated depreciation in the earlier stage 
and helps the company to recover a majo 
portion of its investment in plant am 
machinery at a speedier pace and leads ti 
greater generation of internal resource 
which would have otherwise gone toward 
tax payments. 

The Income Ihx Act prescribes rates o 
depreciation according to the written dow) 
value method to enable speedier recovery o 
cost of assets by the assessees with a view tc 
promoting investment. The Companie 
(Amendment) Act, 1988, on the other hand 
lays down different rates of depreciatioi 
according to the written down value methoi 
as well as the straight line method for piesen 
ration of books of accounts. The Compmik 
Act, 1956 already allows further flexibitU 
to the companies to compute their proRl 
separately under section 205 for pi^inmn q 





SivldeBd tod uadw Mctkm 330 for 
9 f mnupcation to the dincton, maiwger, 
of the company. Under lection 205. the 
fwm i Oovemment can alio allow a com¬ 
pany to pay dividend for any financial year 
Out or the profitt of the company for that 
yam or any previous financial year without 
piovUHag for depredation. A comparative 
pictum of foe rates of depredation which are 
hmsdiy admissibfe under the Income Ihx 
Act and the Cmnpanies (Amendment) Act, 
IMS is presented in the annexure 
The restrktion on allowable depredation 
for various blocks of assets to the ertent of 
3^ per cent in 1990-91 was applicable for 
fates admissible under foe Income Du Act. 
As a result, the rates of depredation on the 
Spedfled Mocks of plant and machinery 
l^voB in the anncxure against three different 
data of 33<33 percent, SO per cent and 100 
per Mt stood reduced to 23 per cent, 37.5 
par dpt and 73 per cent respc^vdy. These 
IgfH had become admissible with effect 
fopm the accounting year 1987-88 when 
these wne hiked from the earlier rates which 
wem spread over Tive slabs including the 
general rate of IS per cent, the spedal rate 
of 20 per cent and three other rates of 30 
per cent, 40 per cent and 100 per cent. The 
rates of depredation on residential and 
factory buildings and wooden structures had 
been left unchanged at 5 per cent, 10 per cent 
and 100 per cent, respectively, since the ac¬ 
counting year 1983-84 but a higher rate of 
20 per cent was introduced in 1987-88 for 
hot^ and small dwelling units with plinth 
area of up to 80 square metres. Similarly 
wMIe ntes of depreciation admissible on 
voiieli ordinarily operating on inland waters 
acre left unchanged at 20 per cent for speed 
boats and 10 per cent for the ofoer vessels, 
those on ocean-going ships were hiked from 
rates ranging from 3 to 10 per cent, to 
per cent. Therefore the depredation restric¬ 
tion measure should have reduced all the 
admissible rates of depredation by one- 
fourth and its impact should have been 
spread over a wide spectrum of industries. 
However, it is entirely a different matter as 
to bow much of this impact led to conespon- 
ti^y higher taxable profits of the com¬ 
panies due to several tax offsetting provi¬ 
sions and tax concessions built into the pre¬ 
sent corporate tax structur^ Therefore, the 
moot question is whether this measure in 
itsdf had led to any increase in taxable pro¬ 
fits in 1990-91. If the revised budget 
estimates of corporate tax revenue are any 
indication, the government expectation of 
raising additional corporate tax revenue of 
Rs 750 crore trom this measure had largely 
not materialised. 


II 

Methodology of Computing 
Additional Tax Revenue 

In order to estimate the amount of addi¬ 
tional tax revenue which could accrue to the 
central government from extending the 
lestriction on admissible depreciation 
allowance from 1990-91 to 1991-92, it it 
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amount of total depiedatioa which could 
have been iHOvided by the private corporate 
sector and the non-departmeatal pifofe sec¬ 
tor enterprises sqiantely hi 199041 for com¬ 
puting the same for the entire corporate sec¬ 
tor. This can be done by adopting any one 
of two alternative proc^uies. 

The first method makes ^use of the 
available data on total depreciation as 
published by the CentraJ Statistical 
Organisation (CSO) for 1987-88 and projects 
it for 1990'9I on the basis of annual average 
compound rates of growth for the private 
corporate sector and non-rtepartmental 
public sector enterprises witnessed in the 
preceding three years, which coincide with 
the first three years of the Seventh Plan. 

The second method relies on the projec¬ 
tion of the available RBI company finances 
data on gross fixed assets formation and the 
average depreciation rate to estimate total 
depreciation for the private corporate sec¬ 
tor (excluding co-operatives) for 1990-91. As 
regards depreciation provided by the public 
sector non-departmental entennises, this has 
been projected on the basis of average an¬ 
nual compound rate of growth of deprecia¬ 
tion provided by the non-departmental 
enterprises generating surplus internal 
resources, for which such data are available 
from the survey of the Bureau of Public 
Enterprises. 

These dau on total depreciation for the 
private corporate sector and public sector 
non-departmental enterprises generating 
surplus internal resources would have to be 
adjusted for estimated depreciation provi¬ 
sion made by the loss-making companies. 
Even if some of these companies made pro¬ 
fits in 1990-91, they would have been eligi¬ 
ble to set off these profits against losses 
incurred in the preceding years and as such 

-"'M not have contributed to the exchequer 
despite showing taxable profits after im¬ 
plementing depreciation disallowance pro¬ 
vision ir. 1990-91. 

Since there is no other reliable parameter 
to segregate the depreciation provided by 
profit-making companies from that of loss¬ 
making companies at the ^obal level, the 
ratio of depreciation provision made by the 
existing profit-making companies to that of 
all companies covered in the RBI sample 
studies on company finances has been us^. 
The ratio of depreciation provision of the 
existing loss-making companies to that of 
all companies covered in the RBI studies on 
company finances, which was placed at 
about 23 per cent m 1983-86, has been rising 
subsequently due to widespread industrial 
sickness and stood at 32 per cent in 1987-88. 
Assuming that this trend would have con¬ 
tinued in the subsequent years as well, the 
ratio of depreciation provision of loss¬ 
making companies to all companies could 
have gone up to 40 per cent in 1990-91. Thus 
the ratio of depreciation provision as bet¬ 
ween profit-making and loss-making com¬ 
panies can be tBlnn at 60:40 for 1990-91. 
This ratio is considered reasonable on other 
grounds also because each year a substan¬ 
tial portion of foe depsedation on on-going 
new investments in idant and machinery 
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would haw lb be laiRdy aaelMMIv foa 
companlei Ron foeir depradatioa dgimi M 
these new investnients generally taka time to 
fructify and yield profitt to foe con- 

panies to set off their tax liability by flUng 
eligible chums on depredation. In tiw 
absence of any other firm data, foe pngxM^ 
tion of dqmi^tm eUgiUe for wnidng out 
tax liability at 60 per cent of the total 
estimated dejweciation teems leasonMile. 

While these ratios would suffice for ob» 
taining the toud dqiredation which could 
have become eligible for computing 
depredation disallowance and the conse* 
quent additional tax liability in lespect of 
companies in the private corporate sector, 
similar ratios for the public sectM'corpome 
enterprises would have to be worked out in 
proportion to the depreciation allowance 
which could have bm provided by tl» 
profit-making rad loss-making companies 
in that sector in 1990-91. The available daU 
on depredation provision in respect of non- 
departmental enterprises in the public sec¬ 
tor reveal that the share of depredation pro¬ 
vided by the enterprises generating surplus 
internal resources to total depredation pro¬ 
vided by all the non-depaitmental enter¬ 
prises is 50.4 per cent for the first three years 
of the Seventh Plan. In the absence of any 
other reliable data to bifurcate total 
depreciation of public sec jr enterprises as 
between profit-making and loss-making 
companies therein, the share of depredation 
provided by the enterprises generating 
surplus internal resources to total depreda¬ 
tion provided by the non-departmental 
enterprises could well represent the respec¬ 
tive shares of profit-making and loss-making 
enterprises at 30:50 for 1987-88. This ratio 
was expected to come down in 1990-91 as 
there has been an increase in the losses of 
loss-making units since 1987-88. Moreover, 
government investment in public enterprises 
IS generally having longer gestation periods 
than in the private corporate sector due to 
the nature of such investment Therefore, 
generation of surpluses by the government’s 
recent investments would involve longer 
time-lags. In the drcumstances, the ratio bet¬ 
ween depreciation provision of profit- 
making non-dejMrtmental enterprises can be 
placed at 43:33 foi 1990-91. 


TABlt 1: TOTAI DtfRFtlATIONASPaOVIDfcD 
IN B«XU,S or At COUNTS 

(Ai crore) 


Year 

Total Depreciation 

Private 

Corporate 

Sector 

Non- 

Deirart mental 
Enterprises 

1984-85 

3405 

4307 

1983 86 

4057 

4540 

1986-87 

4478 

3256 

1987-88 

5242 

6410 

I988-89* 

6053 

7320 

1989-90* 

6989 

8360 

1990-91* 

7700** 

;:uw** 


/Voles- * Estimated. 

** Rounded off to the nearest hundred. 
Soune; Central Statistical Organisation for 

riaia un to IOa7.Ba 



,> .JPW w^nMOOS pfQfBCini lor oie 
ftliMe co ipoii te lector end the non- 
t p i wtiiiwm l public lector cnterpriiei hit 
to l9fVC|BtBd tor profitomBking com- 
podto hjr applyiiig the above given ratios to 
Mve the el^bte deptedaiion which could 
hMC quaUfled for jielding additimial tax 
banefit under the depreciation restriction 
nMHHie. Detaded computations using the 
two methods are ^ven in the tollowii^ 
Mcthm.^ 

UI 

Eatimates of Poasible Additional 
Ikx Revenue 

(A) Additional Revenue as Per 
CSO Data 

The CSO data on total depreciation pro- 
vided'by the companies in thdr books of ac¬ 
counts in the private corporate sector as well 
at by non-departmental enterprises in the 
puMic lector iq> to 1987-88 and estimates for 
the subsequent three yean are presented in 
I. 

depreciation registered an aimual 
avenge compound rate of growth of 15.3 per 
cent in the private corporate sector and 14.2 
per cent in non-depmmental enterprises 
during the fint three yean of the Smnth 
Plan. Assuming that these growth rates 
would have been maintained in the next two 
yean of the Seventh Ptan, total depreciation 
would have stood at Rs ^989 croie for the 
private corporate sector and Rs 8,360 crate 
for the non-deputmentai enterprises in 
1989*90 as compared to the level of Rs 5^42 
crore and Rs MIO crate, respectively, in 
1987-88. The Gulf crisis which led to the 
acute balance of payments situation had a 


Private 

corporate sector 4620 3465 1155 

Non-departmental 

enterprises 4140 3i05 1035 

Tbtal 8760 6570 2190 


dampening efiiect on hnports of capital 
gooda TWs togetoer with dUflcuh domestic 
situation and extra-budgetary doses of tax¬ 
ation would have adversely aflbeted the tem¬ 
po of new investment in the second half of 
1990*91. Thenefore; the grois fixed assets fat- 
mation and the resultant rate of growth of 
depreciation would have decelemt^ In fact 
the deoeleiation in industrial production and 
in the incremental bank credit was already 
in evidence since the fint quarter of 199(391 
over thtt in 1989-90, which may be expected 
to be reflected in lower rate of growth of new 
investment. This would have, in turn, reduc¬ 
ed the rate of growth of depreciation which 
may be placed at 10 per cent for 1990-91. 
Similarly total depreciation that could have 
been provided by the non-departmental 
enterprises may also not exceed 10 per cent 
in 19^91 due to reports of subdued per¬ 
formance of the public sector units, with the 
infrastructure sector suffering a severe set¬ 
back in the second and third quarters of 
1990-91 and a general slow down in the 
public sector investment. The results of 
public sector enterprises for the first half of 
199091 have already shown increased losses 
of loss-making units. 

At the above given rates of growth of 
depreciation, the total depreciation provid¬ 
ed by all the companies in the private cor¬ 
porate sector would work out to about 
Rs 7,700 crore and that by the non- 
departmental public sector enterprises to 
about Rs 9,200 crore in 1990-91. Of this, 
depreciation provided by profit-making 
companies in the private corporate sector at 
60 per cent and that by profit-making non- 
departmental enterprises at 43 per cent as 
suggested earlier in the section on 


462 

37 

32 

69 

531 

414 

33 

29 

62 

476 

876 

70 

61 

131 

1007 


methodology, would yield digible depreda¬ 
tion of Rs 4,620 crore tor the private cor¬ 
porate sector and Rs 4,140 crate fw the 
departmental enterprises, which would form 
the basis for computing exempted and 
taxable portions of depreciation. 

The taxable portion of eligible depreda¬ 
tion at 23 per cent depreciation restriction 
can thus be estimated at around Rs MSS 
crore for the private corporate sector and 
Rs 1,033 crore for the non-departmentai 
enterprises, as shown in Ihble 2. This could 
have yielded additional corporate tax 
revenue of Rs 331 crore from the private co^ 
porate sector and Rs 476 crore from the non- 
departmental public sector enterprises, 
together accounting for Rs 1,007 crore; com¬ 
pel of Rs 876 crore at the basic tax rate 
of40percemajidRs 131 crore at iSperoem 
surcharge thereon, of which Rs 61 crore 
could have accrued from hike in surcharge 
by 7 per cent. 

Thus whichever of the tvro methods is ap¬ 
plied for working out the feasible additional 
tm revenue owing to restriction on deprecia¬ 
tion allowance by 23 per cent, collection 
could have ranged from about Rs 1,000 crore 
to Rs 1,100 crore, indusive of surcharge of 
Rs 130-140 crore. Even exduding surcharge; 
additional tax revenue could have ranged 
from Rs 870 crore to Rs 960 crore which b 
also higher than Rs 750 crore estimated by 
the government. But since there are several 
tax offsetting provisions in the corporate tax 
structure, revenue of this order would not 
have been realised. 

(B) Additional Revenue as per 
RBI and BPE Data 

Estimates of anticipated additional cor¬ 
porate tax revenue resulting from the 
ineasure of depreciation disallowance have 
been presented in ’Bible 3 on the basu of data 
obtained from RBI samfrie studies in respect 
of public, private and financial and invest¬ 
ment companies. Ibiai depreciation for 
1987-88 for the sample companies has been 
biown up using the population paid-up 
capital to work out depresiation for the 
private corporate sector as a whole. 

Depreciation to be provided 1^ the private 
corporate sector in 1990-91 has been com¬ 
puted by moving forward the level of 
depreciation for 1987-88 to 1990-91. For this 
purpose, the level of gross fixed assets has 



Table 2: Feasible Additionai Tax Revenuf in 1990-91 Based on Estimates oi CSO Data 

(At ewe) 


Sector 

Eligible 

Portion of Eligible Additional Tax Revenue 

Total 


Depreci- 

Depreciation Al 

Sureharue 

(col 5 


ation 

Exemp- Taxable Basic 8 Per 
ted (75 (25 Per Rate (40 Ceni 
Percent) Cent) PerCeni) 

7 Per Total 
Cent 

■1 tol 8) 

1 

2 

3 4 5 6 

7 8 
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Table 3: Total Depreciation op Private Corporate Sector 


(Hs crore) 


Kbar 

Public Limited Comi»nies 

Private Limited Companies 

Financial and Investment Companies 


Gross Fixed 

Depreciation Depreciation Gross Fixed Depreciation Depreciation 

Gross Fixed Depreciation Depreciation 


Assets 


Rate 

Assets 


Rale 

Assets 


Rate 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

198493 

373W 

2362 

6.3 

12330 

943 

7.7 

316 

33 

10.5 

1983-86 

45294 

2917 

6.4 

13938 

1018 

7.3 

407 

48 

11.8 

1986-87 

34622 

3231 

5.9 

16092 

1089 

6.8 

879 

78 

8.9 

1987-88 

61695 

4148 

6.7 

18400 

1630 

9.0 

1282 

125 

9.8 

I9M-89 

69715 

4671 

67 

20424 

1838 

90 

1603 

157 

9.8 

1989-90 

78778 

5278 

67 

22671 

2040 

9.0 

2004 

196 

9.8 

199091 

86636 

3806 

6.7 

24938 

2244 

9.0 

2204 

216 

9.8 


Notm: I Data are estimated at the global paid-up capital on the basis of RBI company Tinances studies for the period 1984-83 to 1987-88 and 
peotected at the specified rates for the subsequent years. 

4 Dmaduion mie to derived bw takina deoredation provision as a percentage of gross fixed assets. 






im wviriM M in the nm inttaaM liy 
ln| mnte abwlute growth in gron fixed 
aunts witncned during the first three yean 
Of Itw Seventh Plan «13 po-cent for public 
companies, 11 pit cent for private 
companies and 2S per cent for finan- 
dglaad investment companies for I98S-89 
amA 1989-90 and estimated growth rate of 
toper cent for 199IV9] for the aforemention¬ 
ed reasons. Ibtal depredation for each year 
has been derived at the observed depreda¬ 
tion rates of 6.7 per cent for public limited 
cosnpanies, 9 per cent for private limited 
Com^nies and 9.8 per cent for fmandal and 
imcMment companies in 1987-88. Depreda- 
tkm ratal for 1987-88 alone have been taken 
for the necessary computation, as the ad¬ 
missible rates of depredation on various 
Mocks of assets were hiked under the income 
’Bdc jjkct with eOect from the accounting year 
1987-88. Ibtal depredation for the entire 
eorpoiate sector worked out in the manner 
described above would have amounted to 
113,806 crore in respect of public limited 
oompaoi^ Rs 2,244 crore for private limited 
companies and Rs 216 crore for financial 
and investment companies in 1990-91 as may 
be seen from Ihble 3. 

As 60 per cent of the total depreciation 
would represent the share of profit-making 
Companies, Rs 3«484 crore in respect of 
pn^ limited companies, Rs 1,346 crore in 
respect of private limited companies and 
Rs 130 crore in respect of finandal and 
investment companies could have come in 
the purview of digible dqxedation for com¬ 
puting taxable portion thereof. As 75 per 
oenl of the depreciation was entitled for ux 
admption and only 25 per cent was taxable. 
Rs 871 crore in respect of public limited 
oompaniei, Rs 336 crore in respect of private 
limited companies, and Rs 33 crore in 
raped of financial and investment com 
pada [The basic rate of corporation tax is 
40 per cent for widely held companies. 45 
per cent for closely held industrial com- 
panks and 50 per cent for trading and 
nvestroent compania. The surcharge on 
mporation tax is uniformly fixed at IS per 
tent for all these companies.] could have 
hllen in the tax net and yielded additional 
■X revenue of Rs 401 crore; Rs 174 crore and 


T^ble 4; Oetoeciation Provided by 
NON-DEMICrMEmAl ENiERPRisrs 
Generatinci Internai Resources 


tear 

No of 

Amount of 


Enterprisa 

Depreciation 


Generating 

Provided by 


Surplus 

Such 


Internal 

Enterprises 


Resourca 

(Rs Crore) 

1 

2 

3 

984-85 

112 

2360 

985-86 

126 

2264 

9fo-87 

128 

2669 

987-88 

127 

3227 

988-89 

133 

3982 

989-90 

— 

4539* 

990-91 

— 

4993* 


fores.' * Ettimated. 


iourrr Surv^ of Public Enterprises, 1988-89 


Rs 19croia icapeedvdy. The loMi addMcntri 
tax revenue from the private eorpofiie sec¬ 
tor possibly on accoiuit of coming in of 
Rs 1,240 crore of depiecimion in the tax net 
could have thus amounted to Rs 594 crore, 
comprising Rs 36 crore from the hike in sur¬ 
charge from 8 per cent to IS per cent. 

On the other hand, total depreciation in 
raped of non-departmental public sedor 
enterprisa generating surplus internal 
resourca may be placed at Rs 4,993 crore 
in 1990-91 at the growth rate of 14 per cent 
for 1989-90 as observed from 1985-86 to 
1988-89 and at the growth rate of 10 per cent 
in 1990-91. These atimata are presented in 
Ihble 4. 

Of the total depreciation of the non- 
departmental enterprisa generating surplus 
internal resources, the digible depreciation 
falling within the purview of the measure 
announced by the government could have 
amounted to Rs 4,463 crore on the basis of 
Rs 3,227 crore provided in 1987^8 and 
Rs 1,236 crore for the subsequent paiod at 
70 per cent of the incremental depreciation 
of Rs 1,766 crore provided from 1988-89 to 
1990-91. Of the eligible depreciation, 
Rs 3,347 crore (75 per cent) would have 
belonged to the exempted category and 
Rs 1,116 crore (25 per cent) could have been 
taxable At the given corporate tax inddence 
of 46 per cent, additional tax revenue from 
non-departmental enterprisa could have 
amounted to Rs 513 crore including Rs 31 
crore from hike m surcharge by 7 per cent. 

In short, the additional tax revenue com¬ 
puted on the basis of RBI and BPE data 
could have been of the order of Rs 1,107 
crore including Rs 67 crore arising from the 
hike in surcharge from 8 per cent to 15 per 
cent as shown in Ihble 5. 

IV 

Impart on Gross Saving 

Gross satriiie of the corporate sector needs 
to be atimated first before assessing the im¬ 
pact thereon of the possible tax collection 
estimated earlier For this purpose, gross 
saving of the private corporate sector and 
non-departmoital public sector enterprisa 
IS required to be estimated chstinct from each 
other not only to asess the impact separate¬ 
ly but also beoiuse of conceptual diffeienca 
between the methods applicable for,work¬ 
ing out gross saving of the two sectors.* These 
are discufsed below. 

Gross saving of the private corporate sec¬ 
tor is measured as a sum of total deprecia¬ 
tion and net saving. Net saving itself it deriv¬ 
ed by deducting the non-operating surplus 
of the compania from th^ retained pro¬ 
fits. Retained profits represent the residual 
amount avaiMIe for ploughing back into 
businas after payment of tax and diiidends 
from profits before tax which constitute both 
operating profits from normal businas ac¬ 
tivity of a company and non-operating 
surfdus/defleit emanating from its ^er ac- 
tivitia and write-back of certain items per¬ 
taining to the previous year/s. Thoe other 
activitia may be clanified as of capital 
nature and revenue nature. Non-operating 


auiplM tiay ariiB M eaiMM aooBwN limp 
pn^ OB sab of fl»d assets and piofiu 01 
sale cd taxosttsenta Siniflariy noiwBpemtiiii 
surplus nuy also arise on levunue account 
ftom write-tmek trf enoess provisiont of tax, 
dividends, etc, omde in the earlier years, 
insurance claims lecdved, reverse flow ol 
other claims such u exceu excise dutlet 
paid, set-off against tabs tax, etc; write-back 
of income/'expettditure rdbting to tht 
previous yeari^ other unclaimed balanca 
However, due to the nature of origin ol 
various items of non-operating surplus/ 
deficit, all the items do not merit to be 
induded in the saving/dta-saving of a com> 
pany. There b a general consensus that only 
seme hems of a revenue nature such M excesi 
provisions of tax, dividends, etc, written 
back during the current year can be 
legitimately taken into account foi 
calculating the saving of a company. It hat 
been Obsoved that such excen provisiom 
written back have ^nerally constituted 
around one-fourth of the total non¬ 
operating surplus of the compania and mi^ 
be considered for inclusion in the computa¬ 
tion of groM saving. It m^r, however, not 
change the overall saving scenario to any 
significant extent or alter the raults percep¬ 
tibly at the macro level. Ilierefore, the con¬ 
cept of net saving u used for the imvate cor 
porate sector is that which has so far been 
widely accepted and generally used. 

Retained proftts and non-operating 
surplus of the private corporate sector can 
be derived on the buis of the observed pat¬ 
tern of their behaviour and structural rela¬ 
tionship between major items such as sales, 
profits before tax, tax provision, profits after 
tax and dividends u thrown up by the RBI 
company financa studia. lb b^n with, 
sala have been moved forward by projec¬ 
ting the recent growth rate in sales. Profits 
before tax are in turn obtained as an observ¬ 
ed percentage of sala. Retamed profits in 
1990-91 have been derived by providing for 
the normally observed pocentage of tax pro¬ 
vision to estimated profits before tax and 
similarly observed percentage of dividends 
to proftts after tax. Non-operating surplus 
is deduced at the ordinarily observed percen¬ 
tage of retained profits in the last couple of 
years or sa Since no consistent trend is 
discernible ultimately in the non-operating 
surplus a well as retained profits of the 
compania over a period of say five or 10 
years, net saving of the private corporate sec¬ 
tor u published by the Central Statistical 
Organisation legisten vut fluctuations, as 
may be seen from Ikble 6. Therefore, a struc- 
tund relationship between a numba of mter- 
related items has to be perceived over a 
shorter tune-frame in order to obt^n the 
lesults. 

Net saving of the private corporate sec¬ 
tor ha been accordingly taken at Rs 776 
crore in 1988-89 which represents the annual 
average of net saving achieved in the 
preceding three years from ivw. So to 
1987-88. On the buis of 18.7 per cent 
average annual compound rate of growth in 
net saving observed in the latest RBI study 
on 622 large public limited compankt, each 




kMtal pikMip capital of iU 1 oroitnd 
ibmt 1 ^ coveruf die period 1916-87 to 
198149. net Mvmi hu tieen projected fw 
the next two yean and ettunated at about 
R« 1,100 cioR in 1990-91. Even if the alter- 
natiw method of eitimating leparatcly the 
letaiaed profiu and non-opentmg lurpiui 
of the pnvate oorponte lector it to be 
foBowed on the baiu of awiilaUe eompaiqr 
flaaooei data, retained profiu can be piaoed 
m about Ri 2,000 crore and non-operating 
MrphH at dwut Rs 900 crore in 199041 on 
thehnrii of obterved itnictuial rdationshipi 
between nuyor economic variables of the 
companiei at explained above;. Since the 
methodology adopted for computing net 
saving of the pnvate oorponte sector so far 
takes leudaed proritt net of non-opereting 
snrphii, net tavuig would again be placed 
at iu 1,100 croie: Thus the same results are 
obtained by both the methods whether by 
projecling the CSO data on net saving or the 
malor economic vanables based on RBI 
company finances data 

Cross saving of the pnvate corpomte sec¬ 
tor can thus be estimated to range from 
Rs 8,800 crore to Rs 9,366 crore in 1990-91, 
comprising Rs 7,700 crore to Rs 8,266 crore 
towards total depreciation as estimated 
earlier and Rs 1,100 crore towards net saving 
Cross saving of this order of the pnvate cor 
pomte sector as against additional tax 
revenue which could have accrued on ac 
count of the depreciation disallowance, rang 
mg from Rs ''II cioit lo Rs ''94 ciort 
estimated above, could have reduced gross 
saving of the pnvate corporate sector by 
around 6 per cent 

As regards the gross saving of the non 
departmenul pubiK sector enterprises it is 
measured as a sum of total depreciation, re 
tamed profits and deterred revenue expen 
diture (DRb) written oft during the year 
Since no data are reported by the non 
departmental enierpnses with regard to their 
non-operating surplus, no adjustments are 
made to that effect However, deferred 
revenue expenditure written off dunng the 
year by the non departmental enterpnses is 
inclucM in then gross saving as it represents 
certain payments made or payable which are 
amortised annually over a specified penod 
such as technical assistance fees under 
foreign collaboration agreements, one-time 
installation charges for computers and other 
equipment, liability for debenture redemp 
tKHi premium set up at tire time of allotment, 
retirement beirefits for employees, etc While 
total depreciation of the non-departmental 
public sector enterpnses in 1990 91 has been 
taken on the basis of the earlier estimates 
presented in Ikble 1, estimates of retained 
profits and deferred revenue expenditure are 
based on similar data published by the 
Bureau of Public Enterpnses m their annual 
surveys on the performance of public sec 
tor enterprises operating dunng the year 

Gross saving of the non-departmental 
public sector enterpnses is esbmated at 
Rs 12,680 crore in 1990-91, comprising total 
dcpreoaiion of about Rs 9,200 crore, retain 
cd profits of Rs 2,700 crore based on cur- 


red revenue expenditure wntten off during 
the year Retained profits of non- 
dqiartinental puUic sector enterprises have 
beoi reported at about Rs 3,450 crore for 

1989- 90 However, retained profits may be 
estimated at around Rs 2,700 crore in 

1990- 91 due to the reported increase m the 
losses of loss-making imiu durmg the Erst 
half of 199091 by Rs 622 crore and the likely 
subdued performance of the profit-making 
umts dunng the next six months of 1990-91 
due to detenoration m the overall economic 
environment and the reported decline m the 
performance of infrastructure industries in 
the public sector Th«ef<»e^ gross saving of 
the non-depanmentai public sector enter¬ 
prises aggregating Rs 12,680 crore coidd 
have gone down by about 3 8 per cent to 4 
per cent if additional tax revenue ranging 
from Rs 476 trore to Rs 313 crore from the 
non-departmentai public sector enterprises 
on account oi depreciation disallowance had 
been realised in 1990-91 

On the whole, gross saving of the cor¬ 
porate sector could have shown only a small 


decline ranging from 49 per cent to S per 
cent on account of dqneciation restrictien 
if the possible tax collection of Rs 1,007 
crore to Rs 1,107 crore from the private cor¬ 
porate sector and the non-departmenud 
public sector enterpnses taken U^her had 
actually materiabsed by the effective plug- 
gii« of existing leakages m the corporme Igx 
system, as against the estimated gross sav- 
mg of about Rs 21,480 crore to Rs 22,046 
crore m 1990-91 The corporate sector could 
have had made up the actual gap, if any; 
ansing m their resources on account ^ 
depreciation restnction by either mobilising 
greaier internal resources bs improving pro¬ 
ductivity and reducing dividends oi by rais¬ 
ing external resources to a larger extent 1^ 
greater resort to market funds or by employe 
mg varying combinations thereof and thus 
maintained the expected level of uivatment 
in 1990-91 But smee the corporate tax col¬ 
lection shown in the mterim budget for 
1990-91 has hardly presented any evidence 
of revenue raising impact of this measure 
while at the same time several tax reduction 
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tn n'’ 

Prohis 


Saving 




(2+3) 




(3 + 6+7) 

1 

T 

3 

4 

3 

6 

7 

8 

1980 81 

1429 

384 

2013 

1639 

286 

64 

1417 

1981 82 

1704 

483 

2189 

2031 

337 

62 

2432 

1982 83 

2092 

368 

2660 

2664 

498 

66 

3228 

1983 84 

■>830 

390 

3220 

3233 

107 

94 

3454 

1984 8S 

3403 

793 

4200 

4037 

732 

171 

4940 

1983 86 

I(I3-' 

146'’ 

3324 

4340 

981 

233 

3736 

1986 87 

4I7S 

462 

4940 

3236 

1475 

291 

7022 

1987 88 

3242 

399 

364! 

6410 

1710 

423 

8543 

1988 89 

6053'' 

776’ 

6829’ 

7120' 

2628 

362 

10510 

1989 90 

6989'* 

921'' 

7910' 

8360'* 

3430" 

670" 

12480" 

1990 91 

7700'' 

IKW' 

88(K)'' 

9200'* 

2700" 

780" 

12680" 


d As provided in the books ot dccounis It would differ from the depreciaiion provision 
which md> be worked out by ilii alttrndiive method ot estimaud value of fix^ capital 
stock and the expected age ot sanous types of assets 
b Net sasiny represents retained protits minus non operating surplus 
( Deterred Kco nuc Expenditure 
d Isiimated 

A»r-s I Net saving is subject to substantial revisions if derived by a change in methodology 
2 Retained profits and deferred revenue expenditure pertain lo operating non departmental 
enterpnses and are based on surveys of public enici prises published by the Bureau of 
Public Fnlerprises 

J The data on depreciation and net saving are those published bv the Central Statisiiral 
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prooedum at mttiUe in tlw current eor- 
ponte tax syitm to hm neutnliaed the tax 
coHerthig potential of tills meuuie it could 
haw had luudly nude any dent on the cor¬ 
porate investment in 199(MM. 

V 

Leakagea from Feasible 
Additional Revenue 

In view of the fact that the government 
could not realise the amicipated additional 
revenue from the measure of depreciation 
restriction in 1990-91 on the one hand and 
the need to reduce the burgeoning deficit (HI 
revenue account, inter alia, by raising the 
requisite revenue from corporate income tax 
commensurate with its potential on the 
other, it is desirable to flrst identify the 
existing lealages in the cmporate tax system 
and itiug them and thereafter extend this 
measure to the current financial year in the 
fliU-scale central budget for 1991-92. The 
exercise of checks would enable the govern¬ 
ment to mdbilise that additional revenue in 
1991-92 which it could not realise m 1990-91 
from this measure. It may be emphasised 
that accretion of additional corporate tax 
revalue of the order envisaged in 1990-91 is 
quite feasible in 1991-92 provided the com¬ 
panies are not allowed to considerably 
reduce or nullify their additional tax liability 
arising fiom this measure by adopting escape 
routes presently available to tl^. 

This can be ^ne by bridging the follow¬ 
ing g^M in the corporate tax system. 

Firstly, whenever companies are not in a 
position to claim depreciation allowance in 
particular assessment year/s due to losses or 
insuffiaency of profits, the unabsorbed 
depreciation is allowed to be added to the 
cl^s made for the subsequent years. 
Therefore; even those companies which were 
hitherto making margiiial profits or losses 
would have sub^antial unabKHbed deprecia¬ 
tion allowance relating to the previtnis years 
to be sa off against addition^ taxable pro¬ 
fits during the current year which imght be 
computed by them as a result of the propos¬ 
ed restriction on the allowable depreciation 

Secondly, there are numerous tax conces¬ 
sions which the companies normally try to 
avail of in order to minimise that tax liabili¬ 
ty. As such, there are a numba ol pro¬ 
sperous zero tax companies and high profit 
making but low tax paying companies which 
would have escaped the tax net in 1990-91, 
as in the past, due to the scrapping of Sec¬ 
tion IlSJ of the Income Ihx Act in the cen¬ 
tral budga for 1990-91 which required the 
ccnnpanies to pay tax on at least 30 pa cent 
of tiidr book profits. Unless this provision 
is rrintioduced, multiple tax concessions 
VNHdd again enable many good companies 
to neutralise the impact of the restrktion on 
depreciation allowance on th«r tax liability 
if this measure is adopted for 1991-92. 

Thirdly, unabsorbcd investment allowance 
of the preceding years up to 1989-90 would 
have bm carried forward to 1990-91 and a 
large porticm thereof would again spill fur- 
tW into 1991-92 which might aiso be avail¬ 
ed' of suitably by the companies to negate 


their additionai tax lititiitty arising ftoffl 
depredation aliowance mstricifem unlro set¬ 
off of taxable portion of depredation is 
disallowed against various tax concessions, 
including unabsorbed invedment ailowance. 

Fourthly, a high degree of flexibility is 
allowed to the companies for writing off 
depredatiim in their books of accounts ac¬ 
cording to the straight line method as well 
as written down value method at the rates 
prescribed unda the Companies (Amend¬ 
ment) Act, 1988 and for wnte-back of 
depreciation provided by them in the earlier 
years, as against the amount computed by 
them under the Income Tkx Act according 
to written down value method with yet 
anotha sa of depreciation rates for work¬ 
ing out thdr tax liability. Besides serving the 
purpose of window-dressing for many a 
company and confusing even the know- 
ledgnble observa, this fMbility allowed to 
the ccMnpaiiies to use one written down value 
method unda the Income Hu Aa at one sa 
of rates of depreciation for computing thar 
income tax liability and another written 
down value method under the Companies 
(Amendment) Aa at different rates of 
depreoation for presentation of thar annual 
accounts, could be used ingeniously by the 
companies to reduce thar overall tax 
liability. 

Since the amount of unabsoibed deprecia¬ 
tion, extent of tax concosions and unab 
sorbed investment allowance would chffer 
from company to company, as also thar pro¬ 
fitability which would ultimately determine 
their ability to resort to these tax reducing 
provisions to (he desired extent, it is not 
possible to predict as to which of these 
measures, either singly or in combination 
with one anotha, may be adopted by the 
individual companies to reduce their tax 
liabihty to the minimum. Moreova, not only 
no firm data on unabsorbed depreciation 
allowance, unabsorbed tax concessions and 
unabsorbed investment allowance are 
available, bui also these data, even if surmis¬ 
ed, cannot be straightaway clubbed lugaha 
to derive the adipissible tax deductions on 
account of the carry forward of these items 
from the preceding years to 1991-92 The 
extent of leakages accordingly could not be 
estimated with any precision although K 
would be necessary to take relevant steps in 
the full central budga to plug them effa- 
tively with a view to augmenting additional 
resource mobilisation effort during the 
current finanaal year 

VI 

Conclusions 

The quantum of additional corporate tax 
revenue estimated in the range of Rs 1,007 
crore to Rs 1,107 crore, computed by using 
two diflierent sets of data at the given 
premises, represents the maximum addi¬ 
tional corporate tax revenue that could 
accrue to the government in 1991-92 by 
extending to the current year the leariaion 
(m depreciation ailowabic on written down 
vaiueofassetsto7Spaoentoftbedepiecia- 
tioo iwrmaiiy allowed unda the Inoom Ihx 


Act, SI amounoed ewifar fbr IMM. 
Intoestingfyboththsinetliodiofooaipiiliii- 
tion have glm estimiuei very (dow to sndi 
otha. But rince there are a nuntirer of buih- 
in leakages in the corporate tax lyiteni as 
it prevails today, the final outcome would 

depend on the extent to which tfacK leakages 

are eflectively pltigged. Presumably, it is ftsr 
this reason that the government h^ made 
a somewhat cautious calculation of nhdng 
additional revenue of only Rs 7S0 crore by 
this measure in 1990-91 but failed to leaDae 
even that taiga on account of the absence 
of necessary checks on the loopholes 
discussed above. 

The government, iKHwva, could introduce 
this measure again in 1991-92 with the 
necessary checks and balanca in the cor¬ 
porate tax system such as reintroduction of 
the earlier provision of minimum tax on 30 
per cent of the book profits of the com- 
pamev, abolished in the 1990-91 central 
budga, to stop the phenomenon of zero-tax 
companies, either by placement of 
moratorium on tax concession arising from 
unabsorbed investment allowance for a cou¬ 
ple of years or phasing tax concession 
arailable on it over a period of four to five 
years, and disallowing sa-ofl of 23 pa cent 
deprenation disallowance by atha unab¬ 
sorbed depreciation or unabsoibed tax am- 
cessions This would enable the governinent 
to raise revenue as originally envisaged from 
this measure 

The depreciation restncuon measure m ef- 
fea means tluu deprecution rata appheabi^ 
inter alia, for vanous types of plant and 
machinery allowed unda the Income Ihx 
Aa, which were hiked substantially from five 
slabs of IS pa cent. 20 pa cent. 30 pa cent, 
40 pa cent and l()0 pa cent up to the ac¬ 
counting year 1986-87 to only three slab* of 
33.33 pa cent, 30 pa cent a^ 100 pa cent 
with effea from the accounting year 1987-88 
and onwards, would stand motlerated to 23 
per cent, 37.3 pa cent and 73 pa cent, 
respeaivdy. Similar reductions would occur 
in rates of depreciaticm admissible on 
buildings langiiig from 3 to 20 pa cent, on 
wooden struaures at 100 per cent, on fur¬ 
niture and fittings at 10 to 13 pa cent and 
on ships at 10 to 20 pa cent. Howeva, con¬ 
sequent on abolition of investment 
aUowance/IDBl Investment Deposit Ac¬ 
count Scheme in 1990-91, togaha with a 
corresponding reduction m the corporation 
tax rata, it is desiiable to retain liberal 
depredation rata unda the Income Hut Aa 
to encourage privoe investment. Inddentai- 
ly, steps need to be taken to ensure betta tax 
GompUance by the compania a the sidMtan- 
tiaUy reduced rata of corporate income tax 
enundated in the 1990-91 central bi^a. 
The impaa of the deprmtion reariction 
measure on tile g*on saving of the corporate 
vector would be rather small, at best 4 to 
S pel cent, and may not adversely affea 
private invatiMiit if adopted at a one-time 
measure for 1991-92 only. 

[The aiticle expressa personal views of the 
author. The author is grateful to R Nagaiaia 
Rao for the useful suggestions.} 
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iMmR OoMMMra lUtn OF PanscwnoN AoMonau ON Maw Buxw OP Aains tmitt iMQOM tAk Acr am Tm CoiM^^ 

(AMENOkONT) ACT 


Blocks of Assets 

Under 
Inoone 
Tkx Act 
WOVM 

Uadv Corapaaka 
Act 

WDVM 6LM 

BuUdlngi 

1 Buildings used mainly fer residential purposes 

S 

5 

1,63 

2 Buildings not used mainly for residential purposes (factory buildings) 

10 

10 

3.34 

3 Building used as hotels and dwelling units with plinth area not exceeding 80 sq ihetres 

20 

, , 

, , 

4 Purely temporary erections such as wooden structures 

100 

100 

100 

Furniture and flitings 

1 General rate if not covered under item 2 

10 

10 

3.34 

2 Rate applicable in hotels, restaurants, educational institutions, libraries, etc; and for hire purposes 

IS 

IS 

S.IS 

Plant and machinery 

1 General rate other than those covered by item (2) 

33.33 



(a) Single shift 


IS 

5.1S 

(b) Double shift 


22.S 

8.09 

(c) Tkiple shift 


30 

11.31 

2 (i) Machinery used in the production and exhibition of cinematographic films, recording equipmem, 
projecting equipment, etc; electrical machinery, juice boiling pans, sugarcane crushers, electrically 
operated vehicles, machinery used in the production of electronic goods, etc 

33.33 

20 

7.07 

(II) Machinery used in the manufacture of electronic goods or components 
(a) Single shift 

33.33 

20 

7.07 

(b) Double shift 


30 

11.31 

(c) Triple shift 

, , 

40 

16,21 

(iii) Aerial photographic equipment, concrete pipes manufacture moulds, drum container manufacture; earth 
moving machinery, moulds in iron foundries, motor tractors, harvestors, ropeway structures, etc 


30 

lIJi 

(iv) Aeroplanes-aeroengines, motor buses, motor lorries and motor taxis used in a business or running 
on hire, moulds, used in rubber and plastic goods factories 

SO 

40 

I6J1 

(v) Air pollution control equipment, water pollution control equipment and solid waste control equipment 

so 



(vi) Shoe and other leather goods factories, wooden lasts us^ in the manufacture of shoes 
(a) Single shift 


30 

11.31 

(b) Double shift 


4S 

18.96 

(c) TViple shift 


60 

29.0S 

(vii) Wooden parts used in artificial silk manufacturing machinery, cinematographic films—bulbs of 
studio lights, flour mills- rollers, gas cylinders including valves and regulators, glass manufactur¬ 
ing concerns—direct fire gla.ss manufacturing purposes, iron and steel industry—rolling mill rolls, 
match factories—wooden match frames, mineral oil concerns—plant used in field operations, 
mines and quarries accessories, salt works, sugar works—ttdiers 

100 

too 

100 

(viii) Energy saving devices, being specialised boilers and furnaces, instrumentation and monitoring 
system for energy flows, waste heat recovery equipment, co-generation systems, etectrical equip¬ 
ment, burners and other specialised equipment 

iOO 



(ix) Renewed energy devices being solar systems, wind mills, electric generators, pumiK running on 
wind energy, biogas plant and biogas engines, electricaliy operated vehicies including battery or 
fuel cell powered vehicles, equipment used for waste conversion, machinery or plant used in the 
manufacture of any of these items 

100 



' Ships 

1 Ocean-going ships 
(i) Fishing vessels with wooden hull 

20 

27.0S 

10 

(ii) Dredgers, tugs, barrages, survey launches and other ships used mainly for dredging purposes 

20 

19.8 

10 

(iii) Other ships 

20 

14.6 

S 

2 Vessels ordinarily operating on inland waters 
(i) Speed boats 

20 

20 

7.07 

(ii) Other vessels 

10 

10 

3.34 


DVM ~ written down value method; SLM = straight line method, 
ores: I Buildings include roads, bridges, culverts, wells and tubewells. 

2 The above list of blocks of assets is indicative and not complete as the list of items ciassiried against different rates of depredation 
under Income Ihx Act and the Companies Act is not uniformly available on comparable lines. The list is broadly comparable. 

3 The above rates of depreciation under the Income Ihx Act came into effect from the accounting year 1987-88 and have remained un¬ 
changed since then. Similarly the above rates of depreciation under the Companies Act are those given in Schedule XIV of the Companies 
(Amendment) Act, 1988. 

4 With the introduction of a uniform accounting year with effect from the financial year ended March 1989, many companies had to 
either extend or shorten their accounting year 1988-89 in compliance with this provinon of the Income Ibx Act inserted under the Direct 
Tax Laws (Amendment) Act. 1987. While full normal depreciation is admissible under the Income Tax Act even if an asset is in uk 
for a few days during the previous year, proportionately increased depreciation was admissible for the transitional year 1988-89 whmever 
the accounting year consisted of 13 months or more. 

5 Where, daring any financial year, any addition is made to any asset or any asset is sold, discarded, demolished or destroyed, the depiecialion 

on such assets is to be on a pro rata basis from the date of such action or up to the date on which the asset is sold, dis¬ 

carded, demolish^ or destroyed, in terms of the provisions of the Companies Act. 

6 Extra shift allowance was abolished with effect from the accounting year 1987*88 under the income ^ Act MIowing steep hike in 
the rates of depraciation allowaUe from that year under this Act. This system, however, continues to prevail under the Companies Act. 
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Communists and Democracy in the Philippines 

OUe Ttenqidst 


In 1986, the ‘national democratk movement'which constituted the main force of the revolutionary in Philip- 

jdnes calling for a boycott of the historic elections ordered by Marcos ran into a blind alley. Other cause oriented 
grmips rallied behind Cory Aguino and in February, Marcos had to flee the country unable to face the uflsurge 
people’s protests. The ‘national democratic movement’seemed almost irrelevant and it had soon to admit that 
its boycott decision had been at least a ‘major tactical blunder’. 

While it is important to inquire why the boycott decision was taken and why the Left lost its initiative, this 
article explores why the radical Lgft failed to carry out materialist analyses towards a more fruitful and convinc¬ 
ing understanding of political transformation in general, and in this case the growing importance of struggle for 
political democracy in particular within the framework of their basic theses. 

[This paper has been published in two parts. The first part appeared last week.] 

IV 


Rethinking? 

CAME then the snap-elections and the 
*EDSA revolution'. As we have seen, 
democratic means and demands had not 
been especially relevant within the radical 
Left. Those who suggested at least alter¬ 
native tactics were either imprisoned or 
severely weakened. The promising attempt 
to establish 'Bayan' as a broad coalition of 
popular oppositional forces had failed. 

The radical Left could do little but watch 
bow more or less bourgeois forces, and even 
the Church <both of which in theory were 
bound to fail in any progressive under¬ 
taking), managed to guide and manipulate 
widespread and explosive interests in 
democratic rights and rule (which in Left- 
theory no classes were ptimarily interested 
in anyway) and got rid of Maic0.s in the pro¬ 
cess using all means at their disposal (except 
armed struggle). 

But how did the radicals read what they 
saw? Did they develop previous analyses fur¬ 
ther, and did their views on dcmocrac 7 
change? 

'DtMOC RATic Space or Business 
AS Usual? 

Previous dissidents within the radical Left, 
including the ‘popular democrats’ and an 
alliance of socialists called BISIG,^' who 
had opposed the boycott and aaed in favour 
of critical participation in the elections, felt 
vindicated. In thrir view, the 'EDSA revolu¬ 
tion' had overthrown much of Marcos 
authoritarianism and created a ‘democratic 
spactf which had to be defended and used 
as long as possible.^^ Meanwhile the arm- 
ed.struggle should be terminated, while the 
capacity to rapidly resume it could be kept 
intact. The new government was lacking a 
clear-cut social basis. Many forces were now 
competing for best possible positions. The 
radical Left should offer critical support to 
• progressive factions within, and aspects of, 
the new administration, and try to make use 
of it. Conservative forces which had defected 
the Marcos regime for opportunistic reasons 
had to be obstructed. Radical people should 
try to work within the administration and 


also approach progressive young officers. A 
lot of interest organisations among various 
sections of the population, cause-oriented 
groups, community organisations, etc; could 
now be even more active. There were, for in¬ 
stance, also unilateral actions among 
peasants and tenants who tried themselves 
to enforce agrarian reforms.’’ The popular 
initiatives should not primarily be brought 
under the umbrella of, for instance, the ‘na¬ 
tional democrats', but instead be supported 
and radicalised. The ‘people power’ which 
was expressed at EDSA could thereby be in¬ 
stitutionalised and serve as a more firm and 
radical base for a more progressive coalition 
government. 

These and similar arguments in favour of 
urgent democratic action to develop a basis 
for extended democratic rights and rule were 
faced with suspiaon, and a general incapaci¬ 
ty among the leading mainstream ‘national 
democrats’ to take any firm decisions. A 
large-scale debate on aims and means had 
emanated out of the devastating boycott 
decision.’* 

This was one of the reasons why the full 
capacity of the radical Left to make use of 
the new and wider room for manoeuvre and 
to influence the new regime could not be 
utilised. Four years later, Sison, among 
others, admitted that a lot of opportunities 
"to work with Cory but also with the lower 
levels of RAM" were lost.” “She still did 
not have much organisational following in 
1986 and we could have offered some in ex¬ 
change for certain gains... Fbr instance, sve 
could have helped her against Enrile. Dame 
had the best of contacts and could have 
bridged me But the boycott debate took so 
long time.. 

Another reason why the radical Left main¬ 
ly remained a spectator even after EDSA was 
the very conclusiont which the mainstream 
‘national democrats' slowly arrived at. 

The general secretary Salas resigned and 
the boycott-decision was, after some months, 
recognised as a tactical blunder’. But not 
even the two almost disobedient issues which 
could be published by PraktUai, a theoretical 
journal of the National Urban Commission 
of the Communist nvty; included much 
more than extrapolations frmn previous 
aigumenu and debates. The ‘insurrec¬ 


tionists’, as we know, claimed that the snap- 
elections and EDSA had been lost oppor¬ 
tunities. But since the revolutionary situa¬ 
tion soon dwindled they had little to offer 
for the time being. And while certain 
arguments in other articles were rather close 
to those advanced by the ‘popular 
democrats’, there were, as in 1978, mostly 
references to Lenin's, Stalin’s and Dimitrov’s 
more cautious theses about the need to use 
all possible means for tactical purposes, 
especially when no revolutionary situation 
exists.” 

According to the orthodox ‘national 
democrats’, on the other hand, nothing 
serious could actually have happened in 
February 1986. The whole affair was simp¬ 
ly a quarrel within the elite, where some fic¬ 
tions had become fed-up with Marcos’ way 
of governing the country, the deep economic 
crisis and the risk that the ‘national 
democrats' would take over. (Some even 
maintained that Washington had master¬ 
minded the whole affair.”) No basic socio¬ 
economic changes had taken place. The old 
ruling classes were still in place. The new 
government did not signal any qualitative 
change.” 

Meanwhile, however, many mainstream 
leaders kept a comparatively low profile and 
‘gave Aquino a chance’. For instance, 
negotiations between the National 
Democratic Front and the new government 
had started in August, and a ceasefire was 
agreed upon in November. 

There were special difficulties related to 
these negotiations, including among other 
things, that those in actual command of the 
contending armed forces did not take part, 
and that it was hard for the ‘national 
democratic’ reprcsentaincs to base 
themselves on a firm political line which was 
still under review.*” 

But the main and general problem was 
rather that the new government never “got 
a chance”, if the ‘national democratic' 
leaders believed in their own argument that 
no retd changes had taken place in February 
1986, the new government would not be able 
to change much if anything. So why then 
“give Aquino a chance” if she could not take 
it? 

One answer could have been that the 'na- 
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tkioal democnok'leadm were loHy lo^ 
io both givini Aquino and some of her 
aMOciates *8 chan^ as individual leaders 
and trusted the *08110081 democraticf thesis 
that no real socio-economic changes had 
cakan place. But this implied that there was 
a need to mobilise and trade alternative 
*>eritical” support for Aquino so that she 
would get a real option to challenge the 
dominating classes. And such support was 
not offered by the mainstream ‘national 
democrats', only by much less powerful 
Left-dissidmts. 

A more plausible answer is therefore that 
it was not Aquino who should get a chance 
but rather the vacillating ‘national 
democratic’ sympathisers and many of 
Aquino’s followers who must be able to 
discover that the new government could not 
change anything. This taaic was thus almost 
the same as in late I98S, when the leaders 
who did not give the struggle for fair elec¬ 
tions a chance but instead advocated boycott 
claimed that the masses would follow them 
as toon as people realised that more radical 
methods were necessary. 

Consequently, the progressive forces 
within Aquinefs administration could not re¬ 
ly on alternative social forces in their at¬ 
tempts to countervail demands from within 
the armed forces, landowners, national and 
Intemational private business and other. But 
despite the fact that the rightward drift of 
Aquino’s administration was to a certain ex¬ 
tent a self-fulfilling prophecy of the 
mainstream ‘national democrats‘, these 
claimed to be vindicated and began to speak 
up with self-confidence again. Sison, for ex¬ 
ample, stated that “the replacement of 
Maroos by Aquino has not rooted out the 
fundamental causes of fascist dictatorship, 
has not solved the deepgoing crisis of the 
semi-colonial and semi-feudai system and 
has kept the ground fertile for social unrest 
and armed revolution... (The new govern¬ 
ment) represents the same class interests (as 
Marcos)—those of the comprador big 
bourgeoisie and the landlord class.. 

That this thesis was totally inconsistent 
with accusations against the Aquino govern¬ 
ment for not doing anything progressive did 
not mean much, besides in private conver¬ 
sations.*^ The most brutal dispersal of a 
peasant rally in central Manila in the end 
of January 1987, which left eighteen peo¬ 
ple killed, was instead followed by the 
suspension of the peace-talks on the part of 
the ‘national democrats’, after which the 
doors remained closed.*’ 

Another Election Debacle 

Voices of dissent continued, however, to 
appear among the ‘national democrats’. Just 
a few days before the Mendiola massacre 
and the Irak down of the negotiations, con¬ 
tinued peace-talks and broad unity against 
‘fascism and imperialism’ had bMn most 
forcefully advocated from within a ‘national 
democratic^ framework. The Philippine con- 
cant of “nonular demncracv“ muM he 


legitimised as a "substage in the national 
democratic struggled’ by recalling the Euro¬ 
pean Communist tradition of initiating 
Dimitrov’s so-called ‘popular fronts’ to de¬ 
fend ‘bourgeois demexmy’ against fascism 
before it was possible to go ahead with more 
advanced means and aims.** 

Moreover, while the party organ Ang 
Bay an spoke vehemently about the 
senatorial and congressional elections 
scheduled for May 1987, and seemd to rule 
out any form of participation, thd ‘national 
democrats‘ decided to participate indirect¬ 
ly through a new legal party initiated in 1986 

among others, Sison and his wife, ‘Par- 
tido ng ‘Bayan’ (PnB), the organisation 
‘Volunteers for Popular Democracy’, (VPD), 
and certain groups within ‘Bayan’, which 
formed the ‘Alliance for New Ftolitics’.*’ 

For a majority of the ‘national demo- 
cratief leaders ‘Partido ng Bayan’ seemed to 
be a way of relieving the movement from 
paralysing disputes on issues of democracy 
and participation in elections. Having 
established the party, most of the activists 
vrauld instead be able to concentrate on ac¬ 
tions among peasants and workers and other 
sections of the population as wdl as the arm¬ 
ed struggle while the dissidents would be left 
alone with at least a formal chance to pro¬ 
ve their point.*’ 

The results were extremely depressing. 
Hardly anyone was elected, not even to the 
Congress. Over-all analyses of the election 
results reveal a drastic return to the pre- 
martial law period of Cacique democracy’, 
to use Ben Anderson’s notion.*' Most of 
those elected belong to prominent business 
cum political ‘families’. The radical Left was 
in no way ready to replace this ‘elite 
•’ mocracy’ with ‘popular democracy’. There 
wa-. ai>o some fraud, harassment (including 
ihe a.ssassination of the chairman of the 
PnB), and army ofiensives against the 
clandestine organisations which enabled the 
military to control the voting in many radical 
strongholds *“ 

Despite the Left should have been able lo 
do better.*" The ‘national democratic’ 
movement as a whole may have been serious 
about using the elections for propaganda 
purposes. In the senatorial elections (where 
the nation as a whole serves as a constituen¬ 
cy) this may not have been a matter ot 
dispute. For instance, one of the dissidents 
who ran as a candidate for the senate, 
Bcrnabe ‘Dante’ Buscayno, claims that he 
himself told people to listen but not 
necessarily vole for him.*' However, he is 
far from alone in adding that several of the 
candidates for the Congress could have won 
if the full capacity of the ‘national 
democratic’ movement had been mobilised 
in support of Ihe candidates and democratic 
politics.*^ 

To begin with, the forces of the Left were 
inexperienced and used to boycotting elec¬ 
tions. Not even all loyal followers cast their 
votes. But the real failure was ‘^n the open 
market’’. The organisation of the campaign 
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candidates, getting people to leglttei; aai 
organising activists to protect and couitt te 
votes. And certain contending ranriidam 
were able to buy their w^r from lection'of' 
the ‘national democratic’ movement which 
tried to mThilise resources for the laaf 
struggle 

Secondly it was probably even more im¬ 
portant that the ‘new politics candiitates' 
could only trade progressive ideas—not 
reliable promises on what to deliver and 
realistic chances to win. The price whidi a 
poor and fragile voter would have to pay in 
case his ‘radical’ candidate did not win could 
be substantial. The ‘national democrats’ 
who fought landowners in the fields or 
capitalists in the workplaces were more in¬ 
terested m, for Instance, favourable relatinn- 
ships With the local police and some 'private 
contributions’ than in access to governmen¬ 
tal and bureaucratic positions and 
democratic rule of public resources. 

The well established political machines 
and socio-economically deeply rooted 
patron-client relationships were thus given 
a free lease on life and won the day. 

The outcome was a loss of face for the 
Left, but orthodox 'national democrats’ may 
have felt justified. They seemed victorious 
as the party-leadership closed the internal 
debate in early-August 1987 While the re¬ 
maining dissidents in genersd and the 
‘popular democrats' in particular were har¬ 
shly criticised, certain concessions may have 
been made to those who had suggest^ ur¬ 
ban insurrections. Rural as well as urban of¬ 
fensives were initiated which met with little 
success but, especially during 1988, expos¬ 
ed many militant leaders as well as 
vulnerable followers to severe hardships, in¬ 
ternal witch-hunts for traitors, and outright 
state-sponsored terroresm by semi-private 
vigiliatc armies.*’ 

While the orthodox leaders resumed their 
predominance, the legendary founder of the 
New People’s Army and one of the can¬ 
didates for the senate. Commander Dante; 
who had long been most sceptical over the 
policies but had tried to work from within, 
came out openly with his critique. He was, 
among other things, against the emphasis 
on armed struggle, advocated radical politics 
within the framework of the ‘democratic 
space', suggested that the development of 
capitalism had created new important con¬ 
tradictions, and most of all rejected all forms 
of dogmaiLsm.** I shall soon return to his 
ideas and his new project. 

It was not only ‘national democratic’ 
hardliners who grabbed for their guns. In Ihe 
end of August, Ihe lirst really serious coup- 
aitcmpt against Aquino by anti-commuito 
officers, who must have fdt outmanoeuvred 
by the politicians after the elections, forced 
the legai-Lcft—which had just tried to ad¬ 
vance through a popular transport strike 
against highes oil prices and taiw 2.UC». 
tions which had almost panUysed Manila— 
into defensive positions.** Those who tried 
to use the ‘democratic space' to influence the 
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iitl omcli more than «8tcliing Aquino ad¬ 
justing her stafT and policies to the right. 

NEW Staubs in democracy? 

While staging new drastic offensives 
against the regime; (he mainstream *08110081 
democrats’ also engaged themselves in the 
nationwitk provincial and local elections in 
early 1988. There were cases where local 
popular groups succeeded in boosting pro¬ 
gressive candidates. But generally speaking 
the previous attempts to initiate ‘new 
politics’ seem to have been replaced by 
widespread adaptation to what was so ob¬ 
vious in the May 1987 election—a clear 
tendency toward the restoration ot ‘cacique 
democracy’. The ‘national demociats’ now 
played the game, and joint bu.smess and 
■political families continued to score 
victories—provided that they had come to 
some kind of agreement in terms of money, 
various supplies including weapons a 
friendly local policeman, etc, with more or 
less powerful and well armed icvoluiionaries 
in their area.’"' 

When discussing how the ‘national 
democrats’ might approach the coming elec¬ 
tions in 1992 Sison as well as Luis .lalandoiio 
ol the NDF are eager to emphasise “the need 
to build regional and local alliances and do 
what is possible wiihin tnc system, like in 
the local elections of I'lRi.'SS’’’*’ 

'Empowerment’ 

In face of the electoral failures in 1987 and 
1988, the restoration of ‘cacique democracy', 
the revival of dogmatic ‘national democrats’, 
frequent coupi-atternpts, and a weak govern¬ 
ment drifting rightwards, one of the 
priorities of the “popular democrats" has 
been to help vulnerable people ‘empower’ 
themselves through their own development' 
imtiaiives, thereby becoming reasonably 
autonomous atUens—a basic pre-condition 
for a more genuine democracy.’* 

This is thus a conscious attempt to com¬ 
bine development efforts and political strug¬ 
gle. Strikes, militant and sometimes armed 
struggles, pressure politics, etc, are fine. But 
ihe emphasis on such methods presuppose • 
that one first must grab (xilitical power, then 
economic powci, and finally use all these 
powers to make people viable and fully 
capable of governing themselves and the 
country. If, on the other hand, serious ef¬ 
forts are made to help people to do some 
labour for themselves (and not only for 
others) in terms of joint development efforts, 
they should already at present become viable 
enough to participate as reasonably 
autonomous citizens who can stand up for 
themselves in a more dempcratic struggle for 
radical change of society. 

In other vrords; the imemational discourse 
on “civil society against the state’’, and the 
role of so-called ‘non-governmental 
organisations’ in general and social 
movements in particular (with or without 
‘gieen’ per s pectives), has become increasing¬ 
ly important for the ‘popular democrats’— 
at have the large sums of money available 


tor such projects on the development- 
dd-markett. 

Much energy has for some time been 
spent on initiating and stimulating various 
development projects, including education 
and popular co-operation, among local 
cause-oriented groups and community 
organisations as well as, for instance, within 
trade unions. 

The ‘popular democrats’ can not protect 
the activities or, for instance, get rid of a 
landlord by the use of arms. And their 
followers, who are usually from the ‘middle- 
class’, may be less ‘devoted’ than the guer¬ 
rilla soldiers. But the ‘popular democrats’, 
can deliver certain goods—at least partly 
through their access to development 
funds—and they do address people’s 
livelihood problems in concrete local set¬ 
tings. They can also, m the general debate, 
put forward grand visions about allernaiivc 
development strategies. 

The idea is, of course, that these projects 
and movements shall become self 
su-stainable wnhm a reasonable period of 
time and constitute the basis for local peo¬ 
ple’s councils. This will then, among othci 
ihing.s, undermine a good deal o( the basts 
foi ‘cacique dernociacy’. People themselves 
will be able to lot m and govern part ies rather 
than the other wav around. And the same 
holds true for the organs of the state at 
various levels. 

Actually, similai perspective.s and prac¬ 
tices have even deeper roots and quantitative 
importance among many socialist oriented 
groups and community organisations.” 
While the ‘popular democrats' turn mainly 
to local activists uffeeted by the ‘national 
democratic' perspective, socialists and social 
democrats reach out to those influenced by 
their concepts. 

But one cannot stop here. In the Philip¬ 
pines as in India or Indonesia and elsewhere 
almost every political force, including the 
religious institutions and some business fac¬ 
tions, have created their own environment 
of so-called NGOs.'® And every cluster has 
its international financiers and patrons of 
various kinds, with various special interests, 
such as the undermining of the stale or other 
political forces.'®' 

Even president Aquino herself has recently 
made an attempt to by-pass especially the 
senate and congress, but also parts of the 
central administration, by turning directly 
to various local governors, mayors and 
friendly old as well as timely established new 
NGOs, thereby getting hold of the interna¬ 
tional development funds directed to the 
NGOs. drawing on some of their success- 
si cries, and reviving her populist ‘people 
power* heritage in face of the 1992 elec¬ 
tions. 

Finally, the whole process has created 
huge markets with good opportunities for 
not only ‘organic imeliectuals’ but also, and 
perhaps mainly, for more or less devoted, 
olten missionary-minded, and en¬ 
trepreneurial ‘middle class* development 
organisers with irrelevant experiences and in- 
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sufficient education. ***. 

This is not to say that the genuine eftoits 
to develop foundations for ‘popular 
democracy’ are hopelessly undermined tom 
the very beginning. But there is definitely ■ 
need for closer studies of the dcdiive hi- 
teresis involved, both among those who try 
to ‘stimulate’ and among their ‘taigcts’. The 
most serious problem is perhaps that the, 
theoretical and analytical frameworks 
adhered to by the radicals rarely generate 
such concern and studies. 

For instance, the concept of ‘^civil socie¬ 
ty against the state*’ does n<n much 
when attempting to answer questions such 
as under what conditions different features 
of democracy become instrumental tor 
various groups and political forces. **** This 
is crucial. Most of the actors may be in* 
tcrested in a ‘democratic space* wide enough 
to allow their ‘business* to continue without 
being repressed or regulated by an unfriewSy 
state But what about the democratisation 
oi existing public administration and 
resources? What about extending democratic 
rule to vital resources which are now private¬ 
ly controlled? 

Moreover, if funds are available overseas 
It may be more important to go for a 
workshop in Amsterdam than to join those 
fighting political monopolisation of credits 
in Manila or in one of the provinces. And 
to what extent are people really ‘empowered 
and the projects sustainable? Do those who 
are eager to sustain progressive development 
projects look for the best possible patron? 
What shall local activists do when they can¬ 
not even start a union or a co-operative 
because of threats or naked repression? . 

in a discussion about the problems of 
combining people's own development efforts 
with democratic political struggles the 
largest popular co-operative effort in the 
country merit special attention. 

One of the most important bases for the 
powerful ‘national democratic* movement 
grew out of the poor tenants in 'Buiac, 
Central Luzon, their leader since the sixties. 
Commander Dante, and their strug^es 
against Japanese impenalism, niilippine 
landlords, post-coioni^ authoritarianism, as 
well as their own war-lords. The New Peo¬ 
ple’s Army was formed here in 1969 and led 
by Dante. At present, however, the some 
peasants and the same leader are instead 
busy laying the groundvrork tor what may 
perhaps become a ‘New Democnric ^oph^ 
Project'.'®’ 

Dante still claims that oppression under 
feudal landloids and the Marcos regime was 
for many years so massive that people simply 
had to fight illegally, and defend themselves 
through armed resistance But in Ihe early- 
eighties, and after the assassination of his 
Triend Ninoy Aquino in 1983. the situation 
started to change From his prison cell Dante 
argued in vain for, among other things, the 
participation of the communist-led 
movements in the snap-elections. 

After his release Dante returned ns an 
observer to the highest organs of the Com- 
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But wlwa not 'uatjr UfUtt 
'itfMtelt on lower levdi bnl abo Dante 
WauHlf GiaioMd that the lalitaiM WBR ftm- 
tlaaMBlal. he again found hiaualf part of 
uxi came to icaUic that the 
ineaanem as a whole was not seriously in- 
laitited in the “new politio’ that be and 
others fought for in the May 1987 electioni 

The election was no personal disaster for 
Dante; who received more votes than 
anybody else in the Left. But when he was 
personally hit by the violence he sought to 
avoid, and when the dogmatic leadership 
dosed the internal 'national democratic 
dsbate, Dante spoke out openly and felt that 
poUti^y he had to start from scratch in 
Ihrlac, where people would also protect 
him."*-"" 

Decades of militant struggle against the, 
in many respects, feudal landlords in Ihrlac 
had compelled Marcos to initiate a minor 
land reform in areas where maize and rice 
were grown. Many of the old sharecroppers 
were now independent small farmers. As far 
as th^ were concerned the anti-feudal strug¬ 
gle for land was over, for alt practical 
purposes. 

Instead, they were now exposed to all the 
disadvantages of capitalism. Their plots were 
small, and they had no access to support 
' from politicians and bureaucrats. The 
Carmen were therefore not able to acquire 
the eHiective production inputs which 
businessmen sold or rented at good profit. 
After the harvest, mill-owners and others 
charged exorbitantly. Middlemen bought 
cheaply and sold cteuly. Most of the farmers 
were heavily indebted. The workers were 
given miserably low pay. And of course there' 
was also a scarcity of labour o|iportunities. 

Many had aln^y lost their land. Con¬ 
centration of land ownenhip, or at least 
‘kulakisation’, i e, the growth of a group of 
rich farmers with their own worken, seem¬ 
ed imminent. Dante therefore suggested that 
the many small farmers should make use of 
the new room for manoeuvre under presi¬ 
dent Aquino, co-operate openly, and seek 
.public credits. By acting m common they 
could provide more and cheaper input 
goods, and use them mote effectively. 
ter preparation and irrigation of the fields 
could be organised collectively. Everyone 
could harvest their own fields, but the 
harvest should then be stored collectively, 
and be sold only on the farmers* own terms, 
preferably with no middie-mcn involved. The 
cooperative could take care of as many bags 
as were needed to repay the loans, and then 
ask for new money. Later they could invest 
in' their own mill and in other processing. 
This, in turn, would give the workers better 
wages and more jobs. 

The peasants shook their heads in 
dbbrtef. thinking of aU the unsuooeishil co- 
opamtim that smart businessmen and 
politidaas had turned lo their own profit. 
But Dwie had been dUe to gain unquestion¬ 
ed oonfideooe among periiaps SOO peasants 
sbwe decadsa of dedicated work among 
than. If for nothing cbe; they joined out of 
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kqndty, witile the guerriUns in the newfay 
mountains ieft their former commander in 
pence.** 

The next item on the agenda wit now not 
merely to av(»d being obstniciied by the state; 
but to get access to sizeable credits. Like 
Ninoy Aquino, the present governor of the 
area cho^ a live-and-la-iive relationship 
with Dante and his peasants, in the presiden¬ 
tial palace Corazon Aquino probably neither 
dar^ nor wanted to move against a man 
who had been the friend and prison mate 
of her assassinated husband during the 
1970s. 

Late in 1988 the project could be 
launched. 

When I arrived in Ihrlac about a year and 
a half later the 500 sceptical peasants had 
become more than 4,000 enthusiasts. Their 
plots, which are still individually owned, 
comprise more than 8,000 hectares.'* The 
sugarcane-growing Hacienda Luisita close by 
i.s 2,000 hectares smaller, but is, of course, 
endowed with more capital. The co-operative 
IS the largest in the country.'"*. Production 
has increased drastically. The rice, maize, 
and beans harvested are stored collectively 
until the purchasers offer acceptable prices. 
Even those harvest-time workers who are 
employed by the farmers themselves get bet¬ 
ter pay under the supervision of the co¬ 
operative. The farmers have been able to 
repay thnr previous loans, and are no longer 
threatened by bankiuptcy. The state credits 
to the co-operative have even been repaid 
ahead of schedule. As a result they have been 
able to get even larger loans, from a govern¬ 
ment which lacks its own success stories, and 
IS d- ■ Its best to exploit those of Dante. 

In and outside the country even conservative 
''’’dumnists and business reporters write 
as. ....ed and admit mg articles about the 
co-operative. 

There are, of course, also problems (such 
as how much c.." .he net harvest that should 
be invested oi how much to pay those 
employed by the co-operative). But above all, 
the co-operative suffers from growth pains 
causing some problems of organisation and 
leadership, among other things. More and 
more people want to enroll. Schools need to 
be started as soon as possible The drought 
is getting serious and there is fanatic digging 
for water, which in the future may be 
pumped up by use of windmills rather than 
with the expensive electricity or diesel. When 
i was there, top priority was given to the new 
rice mill, which was inaugurated later on in 
April. 

More than seventy elected local leaders co¬ 
operate in some twenty group!, with one co¬ 
operative co-ordinator and one technical ad¬ 
viser each, constituting the basis of the cen¬ 
tral leadership. Internal democracy is 
‘developed according to the speed at which 
'the peasants themselves recognise the advan¬ 
tages of co-operation*. 1b prevent infUtration 
there is a requirement that those who have 
been emplo^ by the co-operative must 
have a local base. Those wlio are to ran the 
new rice mill will also own shuts in it. 


tberelv wcuring their Ofwti taMHt la Ml 
effectivity. 

In the inain ofnce-4idth a fiw taoiHMig 
u one end of ui otherwise empty flHtory 
hall which has been rented cbeeplK eiid k 
used mainly as a warehouse—we dkean the 
background and devdopmeni of the left."* 
Finally I ask Dante whether he hw abu- 
dotted politics. Has he become menly a pro¬ 
gressive moneylnider with good contacts or 
a managing director for a ftremer's co¬ 
operative? Does he want to exploit the suc¬ 
cess story in Ihrlac to run for mayor, gover¬ 
nor or congressman in the elections in 19927 
What about the self-reliance of the project? 
Can it really stand as a model for otto areas 
ir the Philippines? 

Dante is conscious of the fact that Ihrlac 
is unique in some respects: the farmers own 
their land, he himself is a sea'-mied leader, 
they can now act quite openly, and they can 
get considerable credits—which the co¬ 
operative IS productive enough to repay 
immediately. 

But on the other hand, the preconditions 
are not extraordinary. The land was not 
theirs from the start, but they forced the 
change. The leadership grew with the strag¬ 
gle. Nor is today*s room for manoeuvre a 
gift from heaven, but a product of hard 
work. And the co-operative is viable enough 
to pay back its credits even ahead of 
sch^ule. Ihrlac is not the only place where 
this kind of thing can be done, Dante says. 
I am not so sure, mentioning as an example 
areas where pooi peasants cannot oiganisc 
co-opeiatives or trade unions because of the 
landlords* private armies Dante nods, and 
says that at least they can now form broad 
popular defence organisations. 

But then he adds that “on the other hand, 
the whole point is really (hat we might fait 
here in Tarlac*'. The argument is that the ino- 
jcci cannot succeed within the parameters 
of the system. Peasants must have more 
power. 

Dante*$ big idea is that people do not 
become revolutionaries in Ihrlac or 
anywhere else just by receiving propaganda, 
but only through their own personal ex¬ 
periences Now, when the room for 
manoeuvre is so much greater than under 
Marcos, one has to work hard and.hst 
together with the peasants to achieve as 
much as possible “under existing relations 
of production’*. Only when the peasants are 
themselves confronted with the unavoidably 
hard opposition from powreful businessmen, 
politicians and bureaucrats will they be able 
to develop the common political struggle 
“And only then can I decide bow 1 should 
proceed myself. I am not even sure how for 
this process has advanced by the time the 
new elections are held” 

How important is the straggle for 
democracy? Dante believes that most of the 
peasants are conscious of the fc. '.sir 

freedom and possibilities to co-operate, as 
well as elected politicians and reasonably im- 
corrupt administrators who can fix loans on 
favourable terms, are inditpmable if they 
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•R tt> oontiime. 1 woldd aifiw that this heavy 
dependence on—and motive to Hght for— 
not only avil righti and freedoms, but also 
for pobtical rights and a donocratic state ad¬ 
ministration can partly be explained by one 
factor spectflc to 'brlac m contrast to many 
other important development oigamsauons 
and action groups in the Philippmes, the co¬ 
operative in Ibriac does not primarily rely 
(Ml inlernatKHial assistance. But the risks that 
Dante and all those involved will have to ad 
just to the best possible patrons m order to 
sustain the individual project are of course 
great For how long and to what extent 
democracy will make sense in Ibriac remains 
to be seen and analysed 

Coahuon building 

Finally, in addition to the attempts by 
‘popular democrats’ and socialists to ‘em 
power’ people as a means to developing bet 
ter conditions for genuine democracy, the 
tradition from the Plaridel Papers to create 
a framework foi coalitions between various 
groups within the radical Left has at pieseni 
become increasingly important and gained 
some success 

fhe hard times for the Uft may be right 
ftr limited CO operation The mainstream 
’national democrats have faced serious pro 
blems, including cfticieni hard repression 
since they resumed the armed struggle in 
1987 And while manv committed activists 
who have fought oppression and exploita 
tion lor manv years may become iven more 
devoted but also more isolated since they 
tind few il any alternatisc asenues which do 
not imply that they almost have to start 
anew—many ot those who distance then 
selves irom the maiiisticam movement do 
not turn to hard work in aliernative projects 
Some gains aic reported from the labour 
front but the student movement is on the 
retieat 1 he next military coup attempt mas 
be successful 1hc recent developments in 
C hina and Lasicrn i uioiie have gcnciatcd 
a loi ot questions And within the 
clandestine movement there arc csen dil 
licultits in cairving out simple discussions 
in face ot the outiight ssar declared by the 
stale i inally, new elections in 1992 must 
soon be tackled 

One aspect of the just mentioned 
coalition building efforts is that populai 
democrats and scKialist oriented intellec 
tuals conduct and publish analyses which 
jpen up tor discussions of what conclusion') 
the many factious could agree upon rather 
than on areas of disagreement, while other 
questions remain to be solved or can be 
taken up later This is also reflected in tre 
quent ‘public forums where concerned 
scholars, leaders, and activists with various 
ideas and experiences are able to meet and 
discuss Lectures, statements and comments 
arc often published 

These are not new phenomena, though 
they may have become more impoitant But 
another feature is at least some leaders 
within a number of various groupings— 
including 'national democrats’, ‘popular 


democrats’, radical socialists and 
nationalists, as well as followers of the old 
Commumst ftirty—have for some tune been 
able to meet and, in an atmosphere of 
mutual respect, hold discussions around 
what concrete issues some or all of them 
should be able to co-operate on 

All this has favoured broader actions in 
questions such as the US-bases, the huge 
Kilippine debt and its consequences for 
common people, human rights, and a ge 
nuine agrarian reform One could also men 
tion the successful attempts by ‘populai 
democrats’ in the provinces to get a broad 
following behind and respect among the 
fighting parties for a concept of peace 
/ones’ Finally it is not impossible that 
some kind of argument among the various 
progressive forces can be reached as they face 
the 1992 elections 

However, these tendencies should nol be 
overestimated There are nol only problems 
of differing analyses, strategies, and tactics 
Lveryone concerned carries along assorted 
bad experiences amassed over the yeais 
Moreover, it is important to remember that 
coalitions are built mainly on rathei short 
term questions, focusing demands rather 
than alternatives and relating to traditional 
prcssuie politics primarily in the capital 
Iherefore as 1992 clec'ions approach one 
can not be sun that the alliances aie made 
compatible with the efforts to empower’ 
people and develop bases for more genuine 
democracy I he coatiiions may instead be 
adjusted to the wavs in which sections of ihc 
left lelatcd lo the best possible pations 
wiihin the existing framework ot caciquc 
dcmtKracv in the I988 local elections 

V 

limanis a ( onpiusion 

the cxpeiienecs from Commuriisl led 
political struggles in Indonesia and Indii iii 
dtcaic that various forms ot appropriatmi. 
surplus ihiough the monopolisation of 
mainly public communal and co operat vciv 
managed conditions of production— tfiin 
in combination wnth private'y owned 
nsoutces which usuilly aie external m rela 
tion to the units ot pioduciioii (for instance 
ciedits and irtigation) had been difficult to 
take into proper consider jtion with the use 
of piedominan Marxist iheorics I he sc 
characteristics niiv be labelled political icni 
capitalist Oncernstudv hem without abaii 
doning Marxism by extending the analyses 
of means of production to in lude alsc ad 
ditional vital coriduiotis ot produ tion II 
these dynamics arc vital a lot of people 
should have a niaiciiil interest in siiuggi 
ing tor demonopolisation though they rnav 
vacillate between temocratisation and 
ptwatisatioii 

C Icarly the Philipoints is much difitient 
from both Indonesia and India fhe lolt ot 
the colonial and po i colonial state to take 
one example has been much less decisive in 
the Philippine) despite Mateos’ eitempis ai 
State led developm ni and hiscroiivism In 


no way does my brief ttudy of the Philip 
pines allow for systemalK comparisons witli 
the above conclusions about neglected rent- 
capitalist features in India and Indonesia 
However, it seems to me as if the main 
reason why it was difflcult for almost all 
sides of the radical Phihppine Left to foresee 
the growing importance of struggle fbr 
democracy was that their basic theoretical 
and analytical perspectives allowed for the 
identirication of mam sources of power only 
outside the political sphere 

In the beginning of this article maximum 
democracy was defined as the actual capa¬ 
city of the adult citizens to exercise in various 
forms equal effective rule over resources 
which they hold in common without thereby 
undermining the absolutely necessary prere- 
quisiics lot this rule 

Democracy was not vital according to 
muvi radical Philippine analysts and 
ideologues The essential prerequisites for 
dtmocraev or (he “actual capacity to 
exercise equal effective rule”—were lack¬ 
ing 1 hcv had to be fought tor However, this 
could lar^ly be done in legal, peaceful, and 
democratic wavs because of the limited 
rights and liberties available Furthermore, 
the essential resources in the societ' w<ie not 
even tormally public but m private hands 
I ven it the organs ot ihc slate, and public 
resour cs had been reasonably demo 
ciatically governed it would not nccessari 
l> have created sigmficantfy better pneon 
ditions foi democracy Nor would it have 
undermined the dominating classes Im 
pcnalisis big capitalist compradors, 
landlords and others who were in command 
of Ihc aal souucs of power These had in 
sicad lo be iackted head on 

I his IS not to say that all political analyses 
Were equally square But even most of the 
dissidents employed short term tactical 
perspectives m support of the above men 
Honed basic views when arguing in favour 
of for instance critical participation m an 
election I hes wanted to start from (he ac 
tual level of consciousness among the peo 
pie ind win ihcm over step hv step or they 
wanted to create a revolutionary situation, 
or ihcv recommended struggle over the con 
trol of icldtivclv autonomous institulions, 
ind so on 

On the oihci II ind the more independent 
dissidents who cave piioiitv also to thecrea 
lion ol auionomous oiganisalions popular 
pi Help moil III addition lo rcpiesentation 
pi iidlisni and oaliiion butlding etc—and 
Ikivc added since sonic lime back the ‘cm 
pi vciinj. ot people wiifun movements and 
N(iOs iisuallv ahsi nil Irom basic analyses 
ol which oiiiiols ol private and public 
resources ehould be tackled because such 
e(inside I (lions could undermine (heir ai 
unipts lo hi lid Helical coahtioiis This 
111 ikes ii ditliculi toi mosi of them to in 
die ate which siHial torces mighl be interested 
III fighting tor tlieir democratic model in a 
longer term iiersptctisc Many different in 
teresis and actois ait involved, including 
nco liberals and new patrons 1 here is thus 
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I need foi' closer studies of under what con- 
litions, for how long, and to what extent 
jiopular movements may find it instnimen- 
al to give i>nority to various features of 
democracy. 

(Concluded) 

Notes 

71 BISIC (Union ior the Advancement of 
Socialist Thought and Action) was found¬ 
ed in May 1986 by radical socialists and 
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cluding Christian social democracy, trade 
union work, community activism concern 
ed scholariship, the old as well as new 
communist movement) For a review of 
socialist groups in the Philippines, see Raul 
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Forces that Supported Cory Aquino’s 
( ampaign’, in International Viewpoint, 
No 103, July 14, 1986 See also BISIG, 
‘The Socialist Vision’, in Kasannhn, Val 2, 
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(paper presented at the BISIG founding 
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li to hereby notified for the infomiatlon of the public that Jayataee Chemlcab Limited 
propoaca to make an application to the Cetit^ GovemiaeiR In the Department of 
Company Affidia, New Delhi, under tub-aection (2) of Section 22 of the MonopoUea 
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Shri S S Ghosh 

Shri N R Horn 

MiriMVNR Scshaglri Rao 

Shri A K Surcka 

The proposal relates to the 
establishmem of a new division 


912, Maker Bhavan No 111, 
New Martrte 1 ines 
Bombay 4Q0 020 

Same as m No 2 hercabove 
Not applicable 


The proposal relaics to the establtob- 
mem of a separate division to under¬ 
take coitstruaion of buildings as 
contractors 

Rs 1,10.00,000/ 

Rs 10 lacs by way of unsecured loans 
and balance from paymeras against 
rumilng bills 


Any person interested in the matter may make a representation tn quadruplicate to 
the Secretary, Department of Company Afhuis, Gavernmem of India, Shastti Bhavan, 
New Delhi, within 14 days from the date of publication of this mitice, intimatiiig his 
views on the proposal and indicating the nature of his interest therein 

KC BALD! 
Secretary 

Dated. 18th July. 1991 
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83 tor Mi imemting comemp«vy analyui, 
see Ed Ikdem, The Asranan Question 
Confronts the Aquino Government’ ui 
Kasarmhn. Vol 2, No 4, 1987 

84 A clandestinely distributed discussion 
paper written under the pseudonym ‘Pepe 
Manalo' and later on published under the 
title ‘Political Strategy and the Political 
Negotiations ’ It is inieresting to note 
that this terminology was later on applied 
bv the top-communist leaders when ‘Pop- 
dem Question’ was discussed as late as in 
early 1988, others maintained that it might 
not merely be at aciic but could even serve 
as an alternative programme (CPP Docu 
men! C aptured hv Ihr Aulhonliei from the 
Anhiva of Ha foe! Bayloiis m tarty 1988) 
At least as early as 1987 the organisation 
‘Volunteers lor Popular Democracy’ was 
included in the National Democratic 
Pront, although identified as having a 
shallow role as a united front tactic 7 he 
aigument that there was a need for a 
strategic conceptualisation of the legal 
struggle was. however, regarded as pro 
blematic, and it was stated that the 
‘popular democrats' had initiated co 
operation with ‘non national demociatic 
progressive forces’ without the approval of 
the party [Captured minutes of the C PP 
C ( Plenum January 6 Match 18, 1987) 

85 ‘Huurgeots elections and Parliament Props 
for ( ountcrrevolution ^na Hasan No 4, 
Match I98-' 

86 1 01 a leport on the formation of ‘Pantdo 
ng Bavan sec Midweek Vol I No J6 
October I 1986 

87 Indirectly confirmed by Sison and his wife 
in interview. May J 4. 1990 Sison himself 
has written that the ‘Partido ng Bavan' 
could "lelieve the legal mass organisatiuiis 
and alliaiKc' of the burden of having to 
debate and divide over whether to parti 
cipalc oi iiol III voting exercises' fhev 
could instead concentrate on lundameii 
tal sectoial and multisrctoial issues and 
simply decide and 'Cl loilh the criieria lor 
inlliiincing the electoral process’ Sison 
and Wcrniiig Tht Philippine Hevtilti 
lion , op cil, p 169 

88 Ben Anderson ‘Cacique DenuKraev 
op cil 

89 Sec ( ondensed Report on the Mas Dei 
none, Insiiuilc lor Populai Dcinociacv 
(Quezon t ilv 1987) and summaries ol a 
survey and analysis of political clans in ihi 
Philippines carried out by the same in 
stiluie in Conjumiure (published by the 
Institute for topular Democracy), Vol I 
No 2, and in lor taslern Cionomii 
Review, September 14, 1989, which also 
included additional maieiial (C f also I d 
de la Torre, 'Structural Obstacles to Demo 
craiisaiion in the Philippines II C ontinu 
mg of Political Clans' in Con/umlure, 
Vol I. No 7, June 1988, and the report m 
lar tttstern tionomu Review, May 21, 
1987 ) I draw also on interviews with the 
directoi of the institute, Clark Soiiano 
March 20, 1990 and would like to thank 
Ben Anderson for fruitful coiivcisations 
on related issues cf his ‘C acique 
Demos lacy ' 

90 To get an idea ol some expectations, sec 
Ld de la lorre, ‘Electoral Eludes m 
Midweek, Vol 2, No 2\ May 13, 1987 

91 Interview, March 26, 1990 The chairman 
of PnB claimed, however that Dame was 
out for voles [Midweek, Vol 2, No 37 
September 23, 1987) And many seemed 
to agree on the fact that the radical alliance 
should have abstained from the senatorial 


electioni and concentrated on the Con¬ 
gress. For a presentation of the ‘Vanguard 
of the ‘New Politics’, the Magmficient 7’ 
see Midweek, Vol 2, No 19, April 1, 1987 

92 Here and below I draw especially on inter 
views with Dante, March 25 and 26,1990, 
Joe Castro, previous leading member of 
PnB and one of its candidates for the C on 
gress, March 25, 1990, Horacio Morales, 
candidate for the senate, March 27,1990, 
Etta Rosales, leading member of Bayan 
and PnB, March 23,1990, Ed de la lorre, 
leading member of VPD, May 3, 1990, 
Clark Soriano, director ol the Institute for 
Popular Democracy and in charge with 
then studies of the elections, and on the 
interview with Eidel Agcaoili, chairman of 
PnB in Midweek, Vol 2, No 37, Sepiembei 
23, 1987 

93 For one general review, see Gregg R Jones, 

Red Revolution , op cil, pp 162f and 
239 ff It might also be interesting to note 
that the chairman of the Manila— Ri/al 
C ommitiee, Pilemon lagman, who m 1978 
revolted against the party leadership by 
suggesting critical participation m the elec 
lions and theieafter was purged, has now 
resumed his position as he is reported to 
be in favour of armed urban actions and 
‘insurrectionist’ perspectives. Far taslern 
tionomic Review, August 23, 1990, p I8ff 

94 See the interview with Dante (Panayan kay 

Dante hmggil sahstratehiya) m Diliman 
Review, Vol 33, No 3. 1987 

95 lor imeresiing analyses, see Rasarinlan 

Vol 3, No 2 1987 and Francisco Nemenzo, 
A Season of (. uups' in kasannlon, Vol 3, 
No 4, 1987 

96 I continue to draw mainlv on many ol the 

sources mcniiuned in relation to the May 
1987 elections ( I also Gregg R fones. Red 
Revolution op cit, p 3l0f 

97 Interview with Jalandono, May 3 and with 

Sison May 3 4 1990 

98 I am mainly drawing on inieiviews with 

Isagani Scriano Philippine Kuial 
KecOnslruction Movement 'anuary 19 
March 20 and May 29, 1990 and ( lark 
Soriano, liislilulc lor Popular Democrais 
January 19 and Maich 2(t I99D, Horacio 
Morales, March 27, 1990, and Ed dc la 
loire. Mas 3 1990, plus various issues ol 
Rural Reionsirmiion lorum and (on 
junilun, and I d de la Torre's I he Poliln s 
of Popular Denm rai i Horae lO Morale s 
fhililical tjiunoms of Popular iMmoirui i 
(Quezon t ity Institute of Popular 
Democrais 1986), Seleiled Speeihes 
Isagani Serrano (Quezon City PRRM 
19%), and by the sanii aulhoi Peselop 
mg a hourlh (leneralion NOO Siralegs 
paper to the 31st International Iraming 
International Inslilutc ol Rural Re 
coristructioii October II, 1989 Sec also 
Alex Magno ‘Populai Democracy as 
apolitical form in Diliman Resieu, 
Vol 34 No 7 1986 

99 I am pailicularly ihankfii' fesr discussions 

with karma ( onstanlino David professor 
ol ( omniiinity Devciopmem and tcsriiicily 
Aquinos depuly secretary for social affairs 
and development, and herself an activist 
m tht field, Ma’'cn 28 1990 See also her 
( omiiiuniis Or^ misalion and IS'ople s 
Partmimtion, paper lor a stnmnai with ihe 
Dag Hanimarskjald loundatiun (Ippsala 
May 1984, and lhetvi» Pohuis lessons 
from ihi Pen (H rain Slruggli in the 
Philippinis (manuscript I98v available 
with the librar* of the UP, Third Woild 
Studies ( eniie) 


too The dogmatic ‘national demoemts’ are no 
exception If for no other reason, they need 
their own NCiOs to raise money (Confirm¬ 
ed off record by leading members) 

101 I continue to draw on the interview just 
mentioned with Karma Constaniino- 
David, (Cf also Karina Constantmo David 
‘1 he I imiis and Possibilities of Philippine 
NGOs in Development, paper for the 
University ol the Philippines Round Ibbte 
discussions on participation, March 9, 
1990), and would also like to thank, among 
others, Mario Bolasco, for sharing his 
analysis of the role of the Church, inter¬ 
view March 19. 1990 

102 Her movement is called KA BISIG (linked 
atm III arm) 

103 In relation to this and the two paragraphs 
above, 1 am especially thankful for pnvate 
communication, dated July 26, 1990, on 
a review of some foreign aid projects and 
several NGOs in the Philippines 

104 ( f my ‘C ommunists and Democracy IVvo 
Indian Cases and One Debate’ op cit 

105 For the following 1 am mainly reiving on 
discussions and interviews with Dante and 
I atima Penilla Buscayno, his companion 
and additional propelling force within Ihe 
project, January 21, and March 24-26, 
1990. their unpublished paper ‘Co¬ 
operatives A "self Help Appn ach to 
toverty Alleviation*, (lebrufiy 19‘*0), and 
nc-ws clippings 

106 Directly after a TV show where he had 
analysed the election results, terrorists at 
tacked his car with submachine guns, but 
were only' able to murder two of hts 
friends and seriously wound two others 
See also f atiina I^nilla Sibal's story in 
Piliman Review, Vol 35 No 3, 1987 

107 See the interview with Dante in Piliman 
Review, Vol 35 No 3 1987 

108 At present the mainstream national 
democrats’ are unhappy with Dante and 
his project (inierview with the represen 
tative of NDl I uis lalandoni. May 3. 
1990, and with Sison Mav 3 4 I9W)), 
while dissidents aie often favourable, 
though eager to stress certian special 
fealures in larlac which I shall rttiirn lo 

109 According lo written communication 
with falima Buscayno tAugust 12 and 
October 20 1990) the project has since 
then grown steadily and expanded into an 
additional district (no I) in larlac and Ihe 
Pampanga and Nueva Fciia provinces 
Some 8,(I(X) farmers arc now involved 

110 Proiwriy ol the C ojuancos, including 
( orazon Aquino 

111 I ven the then agrarian secretary Moiencio 
Abad told me (Match 20 1990) that 

Dante is and I understand him lined, of 
being used by everybody by the govern 
nicril bv various groups, by everybody ” 

112 I h> office has since bwn moved to the new 
rite mill 

113 I draw on interviews in Maah 1990 with 
people more or less directly invo'ved I am 
also told that a more open atilude has been 
authoii «d by Ihe tup ‘national demcKiaiic' 
leadership 

114 Sec eg Heniy (iP Isaac Ir ‘The Naga 
Popdem E xpriicnce’, in Conjumiure, 
Vol 3 No 4 1990 

115 Ft)r the general conclusion seems H'hat's 
Mrony wiih Marxism Vol I and 2, 
op lit lor a previous attempt to study 
when demcKracy made sense for com 
munists m West Bengal and Kerala, see my 
( ommunists and Pemoiraiv , op cil 
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Bank of Oman Lunited 

(Incorporttcd in UAE with Limited LW>ility) 

Air India Buildins, Nariman Point, Bombay 400 021 

BALANCE SHEET AS AT 31ST MARCH, 1991 
Bombay Branch 


Asm 31 390 
Rs P 


CAPI1AL & IIABIIITIES 


31 391 
Ri P 


As at 31 3 90 
Rs P 


PROPERTy & ASSETS 


31391 
Rs P 


toooooooo 


4399897 00 


Nit 

747 663 755 4 7 
18 63910118 


560 385 37 
981 403 919 74 
988 966 461 76 


995000000 
315 976 13 


9565 97613 
Nil 

9565 97613 
5 303 38719 


119 390133 98 
111 778 594 09 
99416865807 


10515 495 86 

7 98710333 
784.7500 4 
1858797993 


166439064 46 


CaplM 

Deposit with Reserve 
Bank of India under 
Section 11(9) (a) & (b) 
of the Bankinq RequIa 
tign Act 1949 com 
prising of Governmen' 
Securities of face value 
of Rs 15000000/ are 
included in inwstments 

Reicrwi Fund and 
Otfiar ReMnwt 

Ocpotlu and Other 
Accounts 

(i) Fixed Deposits from 

(a) Banks 

(b) Others 

(ii) Savings Bank 
Deposits 

(ill) Current Accounts 
Contingency 
Accounts etc 
from 

(a) Banks 

(b) Otliers 

■omwrlngs from 
Other Banking Com 
panleh Agenti, etc 

(I) In India 
(li) Outside India 

Particulars 

Secured 

Unsecured 


900000000 


5 584 63300 


BMt for Collection 
bdng WHi Receluable 


(i) In Indie 

(ii) Outside India 

7 Other UabHMea 

0) Balances due to 
Head Office and 
Foreign Branches 
(ii) Income accounted 
m advance 
iH) Others 


8 Ac ce pt i nce » tndorse- 
we m i and Other 
Obliga t i ons as per 
Contra 


Nil 

'099456 58314 
30 858 954 44 


711 901 89 
151661 439 30 


63 850 00000 
106 749 09 


Nil 

63 956 749 09 


106 79606901 
119 968 917 31 


11 581 38683 

6 747 949 93 
9 699 651 45 


1 977 708171 77 


6l9Sf 749 09 


116/1 166 94 


918 994 786 19 


91 091 981 91 


105 949179 71 


5 875 995 43 


91149 099 64 
19689 318 79 
W831 348 36 

91149 099 64 
19689 318 79 

Nil 

Nil 

Nil 


941 713 805 00 
500 00000 
6 918 750 00 
Nil 

_ Nil 

948 439 555 00 


345 509 475 51 
_ Nil 
345 500 175 51 


946667 36851 
_56 6^7^09 80 
3 03 346 771 31 
648856946 89 


1 Cash 

In hand and with 
Reserwt Bank of India 
and State Bank of India 
finchiding foreign cur 
rency notes) 

t Balance with Other 
Banks 

(I) In India 

(ii) Outside India 

On Current Accounts 

(i) In India 

uO Outside India 
On Deposits 
(I In India 

(ii) Outside India 

3 Money at Call and 
Short Nouca 

4 Investments 

(St or bekwr cost) 

u) Securities of the 
Central t State 
Governments & 
other Irustee 
Securities including 
Treasury Bills of the 
Central t State 
Cicjvernmenis 
III Equity Shares 

(III) Debentures or Bonds 

(IV) Other Imesiments 

(V) <k)ld 

5 Advances (other than 
bad & doubtful debts tor 
which provision has 
been macfe to the satis 
faction of the Auditors 
refer Notes 9 (b) t (4) ) 

I) loans Cash Credits 
Overdrafts etc 
(I) In incM 
(ii) Outside India 

(II) Bills Discounted and 
Purchased (excluding 
Treasury Bills of 

ihr Central t State 

Governments) 

payable 

(i) In Inrlio 

(ii) Outside India 


606351667 
1890967 01 


5 06301667 
1890967 01 

100050000 

Nil 


906 07611166 


7 954 483 68 


Ni' 


376 877 485 00 
995 00000 
II 493 750 00 
Nil 
Nil 


389 996 935 00 


465 980 455 56 
_Nil 

465 980 455 56 


151 734 443 43 
51089 358 75 
90981680918 


668097 957 74 


411 793093 77 


Carried Forward 


1 708 898 467 97 


i943 996 145 61 


Carried Forward 


i973494,(M3> 


J 






















As at 31 3 90 CAPITAL « IIABR.ITIES 
Rs P 


Biousht Forward 

9 MoAt asid Losa 
Aecoum 

Profit as per last 
Balance Sheet 
Add Profit for the year 
per Profit & loss 
Account Annexed 

9S 998195 70 

Nil Icca Profit Remitted 
beat Transferred to 

9 989100 0 0 Statutory Reserve 

99 316 095 70 

10 ConUnsctit Uabllltict 

(i) Cletms against tt» 
Banking Company 
not acknowledged 

919 087 78 as debts 

(ii) Guarantees gnei » 
oehait ot 

(a) Customer' ot 
Head Office and 
4 091841 00 Foreign Blanche 

Nil (b) Offi' eis 

44/9)570 46 (c'Others 

(III) liabilite< or bills 
ot exthangt 

Nil rediscounted 

(iv) liability on acc 4uni 
of outstand ng 
forward exchangt 
95 / 76 484 00 contracts 


Bankof Otnaa Limited 


(Incorporated in UAE with Limited Liability} 

Air India Buildins, Nariman Point, Bombay 400 021 

BALANCE SHEET AS AT 31ST MARCH, 1991 

Bombay Branch 


PROPERTV & ASSETS 


4 091841 00 
Nil 

44 /9) 570 46 


95 / 76 484 00 


1 434 039119 47 


TOIAl RUPEES 


99 316 095 10 

_ 5 9/4 6/^/ 
98 2)9 U'>'l 
Ni 

1 184 /)6 00 


97 055 01917 


^34/18)00 

NI 

. //3 467 /4 


IJSOOOOOOOl 


/I81‘ )94 00 


943 996145 61 

Brought Forward 


119 390133 98 

A aills racciMbIc bcins 
bWs lor colloetion 
p«r contra payable 

(I) In India 

106 796 069 01 

111 778 594 09 

(ii) Outside India 

119968917 31 

994168 658 07 

166 432 064 46 

7 Constituent * 

UeblUtiet for Accep* 
tanceiy Endoncmentt 
and other oblisatlont 
per centra 


NI 

a Premtset less 
Depreciation 


8 067 494 36 

9 Furniture I Fixtures 

1 including rap la ised 
aiterat ons) le> 
depreciation 

Cost as pei las 

Balance Sheet 

19 364 619 40 

4 3j9^785 20 ; 

Ad fition dur r g 
tht year 

1 956149 4' 

19 387 909'6 


14 190 76’ 94 

79 59^07 

Leu Disposal luring 
the year 

1 756 847 39 

1/364 612 49 


19 >6)9146, 

S 448 069 49 

Less Deprec al 
uptf lit/ 

6 261 285 6, 

6 916 541 00 

1 187 084 92i 

10 Other Assets 

(1 Head Olfue 6 
balances w it 

Fo'eign Bia i tie 

250 846 38 

10 046 90610, 

( ) (a) Interest icr rued 
on inve>imtnt' 

15179192 50 

5 606 44160 

ft) Otter irtcre'l 
and tc n s'lor 
rete vat k 

) 938 589 70 

/• 09189710 

(c) Prepa d expense^ 
& sun fry 
atnou ts 
recevitk 

111 994 991 44 

185 971 11 

III) Stamps & 

Stationery 

311 895 31 

_ 406106 00: 

(tv) \/ehK les less 
deprec rat ior 

394 885 00 

79 595 708 31 

i 

Nit 

11 Non Benklng Assets 
acquired in satisfac 
tion of cWms 

Nil 

1 414 019119 4 7 

TOTAI RUPEES 



See Notes attached 

This IS the Balance Sheet tefetred to in out report of even date 
Sd/ 

PNGHATAIIA 
for and on behalf of 
PRICE WATERHOUSE 
CHARTERED ACCOUNTANTS 

Bombay July 90 1991 


FOR BANK OF OMAN LTD 


t 97)494 08806 


91B 994 986 39 


105 049179 71 


699969900 


131 923 393 33 


735 883 S06 44 


Sd/ 5r< 

SV KUMAR MA BAIG 

LHIFF manager A5S1 CHItf MANAGFR 


DEEPAK ASGAONKAR 

manager accounts » 0 P 
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BaakoFOmaa Limited 


Bombay Branch 

PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31ST MARCH, 1991 



year EtKied 
3131991 


77 654 300 9S 

4 734 383 6/ 

70186 50 
Nil 

5859 885 87 
884800 

993 848 40 
85 00000 


457 571 77 
Nil 

3 01995807 
14 910 434 83 


110 669 04193 


I Intrrest paid on deposits, tiorrow 
inqs from foreign banks/braixthes 
Reserve Bank of India financial 
Institutions etc 

8 Salaries Allowances Provident 
fund and Bonus 

3 local Advisory Board Members 
fees and Allowances 

4 Loss on Sale of Investments 

5 Rent taxes insurance Ii 3 htin<) etc 

6 law Charges 

7 Postage telegrams telephones and 
stamps 

8 Audit fees 

9 Depreciation on and Repairs to 
the Banking Company s property 

10 Stationery printing advertisement 
etc 

11 los' from sale of or dealing with 
non hanking assets 

19 Other expenditure 

13 Balance of profit for the year 


TOTAL RUPEES 


194 999 481 VI 

5 3443S/064 

69 549 00 
Nil 

5 799 395 9C 
939 311 00 

869198 30 
38 000 00 


565 995 8/ 
Nil 

3959 099 ;i 
5 993 6794/ 


150 919 331 9‘ 


See Notes attarlied 

This IS the frrofit and kxjS arsount referred to in our report of even date 
So 

PNUHAtAlIX 
lor and IX tei alt r i 

psici *AirRn(x/ I 

CHARTlIltD ACI OIINIANt 
Bornliay Julv 90 TW 


Previous year INCOME 

(Less provision made during the 
year fbr tiad end doubtful debts 
and other usual or necessary 
RS P pfOVlSKXlS) 


1 Interest and discount including 
93 549 057 85 from foreign Branches 

9 Commission Exchange and 

13164 716 79 Brokerage 

Nil 3 Rent 

4 Net profit on sale of iruestments gold 
silver land premises and other assets 
(not credited to reserves or any 

1 961 95000 particular fund or account) 

5 Net profit on revaluation of invest 

ments gold silver land premises 
and other assets (not credited to 
reserves tx any particular fund or 

Nil account) 

6 Income from non banking assets 

and profit from sale o* cx dealing 

Nil with such assets 

1 993 31 /19 7 Other Rece ,il 


110669 04’ 9t 


TOTAL RUPEES 


year Eixled 
3131991 


140.433 6S9 83' 

9 568,533 47 
Nil 


61,50000 


Nil 

854 637 95 


150919 33185 


I( 1 R BANK or OMAN LIMITED 


’■ViniMAI. 
IHItl iviANAI in 


VJ 

M A BA 1C 

A I IHIfl lAANACifRIO 


Sd 

Of EnSX ASGACX4KAII 
MANAGtII ACrCXINn » DP 


Schedule of Particulars of Advances Required by the Bankins Resulation Act 1949 
(Act X of 1949) Attached to and Formins Part of the Balance Sheet a: at 31st March, 1991 


II 31990 PAHIClHAk' 
R P 


1 Drhi I iinsiOtrcrJ gix d III respect ot 
wtiK I the Bar Ling Cevr pany IS lullv 
366 468 PH 15 sec xed 

J Ire’it const ierrij imid tor which the 
Hanking Cdtnriariv I old' no eXtier sec urily 
115 094 /98B/ than tiie -tetljr yarronal 'ecunty 

3 txLts con idertd g) d secuted by the 
txrconal IwbMtif f one or morr panic 

I iddi'ion II til tx I onal >ecunty ot the 
IS/048 4/5 09 detiirx 

4 Debt* I on .idemI I ibtlul or bad rxit 
9 71j 341 91 pcovxled I V 


648394 899 09 


3i 11990 particulars 
Rs P 


3131991 
Rs P 



’79 08< 49994 


91 169 06866 


190 964CS854 


6 884 038 30 


668(397 95/ '4 



’ Lit bis due by It* Directors cx Offeers of 
iix Bankirig Company or any of them 
(it'er severally or lorntly wxh any other 
perrons 

6 Deb's due by Companies ex fxms m which 
tiie D lectcxs ot the Banking Company are 
interested as Directors Partners or Manag 
mg Agent, ot in the case of Private Com 
pames as Members 

7 Maximurt total amount of advances in 
eluding temporary advances made at any 
lime during the year to Oirectexs cx 

Mu agers cx O'* ceis of the Bankxig Com 
pany cx any of them eXher severally or 
lointiy with any other peiscxis 
e Maximum total amount of advances m 
eluding temporary advances granted dur 
ing the year to the companies or firms in 
whrh the Dxectexs of the Banking Com 
pany are interested as tSreclois Partners 
Managing Agents cx in the case ol Private 
companies as Members 


Nil 19 Due hexn Banking Companxrs 
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Bank of Omaa Limited 

Bombay Branch 


NOTES FORMING PART OF THE ACCOUNTS FOR THE YEAR ENDED 31ST MARCH, 1991 


1 Si3nificanl Accouniing doticiei 

a) The BalancrShrel and the Ptofalitois Account hoac been pitpatcdm conformity 
weh Forms A t B of the Thnd Schedule to the Banking R^ulalion Act 1949 

b) Foreign Currency Translation j 

I) Assets K labilities m Foreign Currencas are translated at the rates notifad 
by FCDAI as on 31st March 1991 and Contingent LabMy m respect of Fonward 
Eicrhange Contracts and letters of Cmaramee are included at the contiacled 
rales 

II) Outstanding forward exchange contracts are revalued at the rates notifad 
by FEDAI as at 31 si March 1991 and resulting gains or losses on revaluation 
are credited or charged to income as the case may be 

c) investments 

Investment in Securities of the Central & State Government and other Trustee 
Securities including treasury bills of the Central and State Governments Shares 
Debentures cx Bond;, other investments are valued at lowei of tost or market 3 
value on a global base 

d) Advances 

) Provision foi Bad t Doubtful debts 

The Provision foi Bad and Doubtful debts is made to the satisfactxrn of the 
auditors after considering the value of realisable securities held by the bank 
in respect of such advances and cither related factors tiP date In cases where 
the bank has made no provision for bad and doubtful debts in respect of 
advances consKlered doubtful to the salisfaaion of the auditors appropriate 
disclosures have been made to that effect 
I) Actvances are stated net of (jilis of exchange rediscounted and specific pro 
vision in respect of bad and doubtful debts 4 

m) feovisions have been made on a gross basis lax relief which will be available 
when the advaiKe is written off will be accounted for in the year of wree off 

e) feemises Furmiurc and Fixture* 

I) feemises furniture and fixtures eqi ipment and vehKles have been valued 
at cost less deprecialKin ^ 

a) DepreciaiKxi has been provxfed on all the assets at the rales specified n 
iichedute XIV to the Companies Act 19S6 on written vtown value method 
lor the whole year me luding ackfi'Kms made during *he year 

n Income Recognitxxi 

I) Interest income is recognised on accrue basis and m the case of fully i partly 
notyperforming advances the same is recognised on recovery and settlemeni 

II) Commdiion and fees charged are ciedeed to income at the time the Iransac 
tons occur 

g) Gratuilyi 

feowisxxi lor gratuity to Staff has bt en made on an accrual basis as certified by 
the actuaiy Separate trust lor Gratuity is yet to be set up ” 


h) Head Office Administration Expenses 
As per the past ptactre Head Office Administration Expenses are not charged 
to the Profit t loss Account 

Provision for Income Tax 

a) Provision for Income fax has been made on the basis of the stand taken by the 
bank in the return of income and appeal filed by it with the asKsamg 
authorities Pending outcome of the appeal/BssessmenB the additional tm 
liability if any, cannot be ascertained 

b) The Bank is of the opmxxi that the decision of the Honourable Supreme Court 
regarding the taxabiliry ol interest on stKlry advances m the case of Stale Bank 
of Iravancore v/s CIT is not applx.able incases where no xeereil has been charged 
on sucky accounts The bank has therefore not made any provson for tncome 
tax in respect of cases where no mtriest has be^ charged on sticky accounts. 

loans and Advances considered good include 

a) An amount of Rs !S6 !0 lacs being advance agamsi shafts pledged by uononers 
with the coverxig lettei only are consideied as fully secured as per the legal 
opinion obtained by the bank 

b) An amount of Rs 978 S4 lacs giwn as a bridge loan to a bonower company 
against the public ssur of convertible debentures suppoited by letteis of com¬ 
fort given by some al bankers to the issue are consideied as commemcnb by 
the management and hence considered good and fully recoverable 

cl An amount of Rs 904 47 lacs due from a borrower company secuieu by tangi¬ 
ble assets vvhich n identified to be a sick industrial company under the Sidi 
mdusirial Companies Act 

In cases where the Bank has made no provision tor Rv 1^884 038 30 m respect of 
bad and doitofful advances the balance as on 31P March 1991 at the Umemeted 
Profits Account IS considered adequau to cower the after tax xnpact of subiequere 
losses tf any artsmg out of these advances In view of the steps being taken tor 
the letovery ol these advances it would be prematute to quantily such losses 
Particulars of Remuneiatxm pad to the Chief Executive Officer (*) 


Salary B Bonus 

terquisites evaluated m accordance 
with Income lax Rules 
Total 

(’1 There is no Chief Execuhvr Officer posted at the Bombay Branch of the Bank 
during the vcar uncer audit 

The prevKxis year s figures have been regrouped/rearranged whereimr necessary 


feevxjus feiar 

Current Vlcai 

1489(051189 

14 90(031391* 

Rs 194 466 90 

- 

Rs 9015400 


Rs 144 690 90 

Nri 


AUDilOR S REPORT ON THE INDIAN BRANCH OF BANK OF OMAN LIMITED 
UNDER !XCTION 30 OF THE BANKING REGULATION AO*, 1949 


Vfe have audned the attached Balancr Sheet oi the Indian Branch of BANK Of OMAN 3 
LIMITED as al 31sl March 1991 and the relative Profx and loss Account of the Indian 
Branch of the Bank tor the year ended on that date signed by us under irteirnce to 
this report 4 

ki accordance with the provisions of Section 99 of the Banking Regulaton Act 1949 
read with the provisions of sut>sectiors(tX(!) and (5) of Section 911 and subsection (S) S 
of Section 997 ot the Companies An 1959 the Balme Sheet and the Prolit and loss 
■Account together vwlh the notes attached thereto are not requxed to be end are not 
drawn up XI accordance with Schedule VI to the Companies Act 1956 The accounts 
mt Iheietei e drawn up m conformity with forms A and 6 of the Thxd Schedulf 
to the Bankxig Regulaton Act 1949 
We report that sutqect to and read with the fotcgoxis remarks 
1 We have obtaxied aU the mtormation and explanatxHis which to the best of our 

knewfedge and belief were necessary for the purpose of our audx and haw found 

them to be satisfactofy 

9 The ttaraactions which have come to OUT notice haw been IS ouropKiion generaiit 

wNhxi the powers of the Indian Branch of the Bank 


Bombay July 90 1991 


Ip our opinion proper books ot account as lequxed by law haw been kept by the 
Indian Branch of Ihe Bank so far as appears from our examination of these books 
maintamed and produced to us at Bombay 

The above memnned Balance Sneel and Prof X and loss Account ot the Indian Branch 
of Ihe Bank cfeall with by this irport are m agreement with the books of account 
kiouropxxon and to the best of ow mtormation and according to the eqUanMions 
giwn to us the SalaiKe Sheet and feofit aiKi loss Account together with the notes 
thereon and subiect to 

(a) Note Sfbjieg^xigprovisKin tor tax not made and xneicst not chaqed on sticky 
advances 

and 

(bl Note 4 regarding provisKyns not havxig been made for certam bad and doubtful 
advances of Rs 6 884 038 30 

giw the information requxed for Banking Companies and on such basis giw a true 
and fax view in the case of (he Balance Sheet of the state of affaxs of the Indian 
Branch of the Bank as at 3ia March 1991 and xi Ihe case of the Piofx and loss 
Account of the proht of the Indian Branch f-x the year enefed on that date 

Sd/ f 

PN GHAIAIIA 
RMtlNER 

For and on behalf of 
PRia VKAIERHOUSF 
CHARTERED ACCOUNIANTS 
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DISCUSSION 


Understanding Fakirmohan 

Bistnunoy P«U 


RABI SHANKAR MISHRA and Jatmdra 
Naik (January 19,1991) raise certain points 
centred around my paper/rejoinder 
(April 8,1989 and October 20,19W). it is 
really surprising to find Mishra and Naik 
accusing me of highlighting Fakirmohan 
Senapati as a champion of the language of 
the peasants. My basic thrust was to locate 
Fakirroohan’s shift to the ‘spoken’ language 
from the ‘high’, Sanskritised Onya, in a 
context when the existence of Oriya as an 
independent language was being question¬ 
ed. It was nol my remotest objective to pre¬ 
sent the case for Fakirmohan. In fact, I had 
tried to project exactly the opposite of what 
1 have been accus^ of—i e, how the 
language of the peasant was appropriated 
by an upper caste/class Onya intdlectual to 
demonstrate the independent identity of 
Oriya. Hence my point that the peasants’ 
language saved Onya from being obhterated 
-~a feature yet to be recognised, given the 
hegemony of upper caste/class values. 

Mishra and Naik seem to make a ‘histone 
block’ out of Fakirmohan. It is not my in¬ 
tention to establish who was a ‘greater’ 
writer (?)—Fakirmohan or some wntcr ol 
the 1930s For that matter, as far as 
’greatness’ or complexity of vision is con¬ 
cerned one need not even go to the 1930s 
Here one can refer to Bhima Bhoi, a blind, 
tribal poet, a contemporary of Fakirmohan, 
as long as he is accepted as a creative per¬ 
son, given the domination of upper caste/ 
dass values and the reverence foi literary 
canons. Bhima’s humamsm, universalism 
and popularity need to be delineated while 
referring to Fakirmohan. Two lines from 
this poet gives us an idea of his vision 

Let my soul be condemned to hell. 

But let the universe be redeemed 

It is from their acceptance/construction 
of Fakirmohan as a ‘historic block’ that 
Mishra and Naik approach the question of 
perceptions of agrarian tension within 
literary texts. Their analysis pivots around 
a ‘no-change’/‘static’ perspective. This im¬ 
plies that they do not provide any space for 
dcvelopinents, the human agency and inter¬ 
ventions between Fakirmohan’s time and 
the 1930s. 

Mishra and Naik attempt to whitewash 
Fakirmohan’s role in the Bhuyan rebellion 
(Keoqihar, 1891) What they dismiss as “an 
eapre^n of local grievances of some tnbal 
leaders” was in actuality an anti- 
Imperiaiisi/feudal movement with a long 
history. Keonjhar saw a series of attempts 
by the British to interfere in its affairs in 
tte i9th oemury This, coupled with the op 
pressive feudal structure, provided the basis 
for a series of Bhuyan uprisings, culmina 


ting in the 1891 ‘meii’ (revolt), chronicled 
by Fakirmohan. The way the British bailed 
out the princely sMte and rescued Fakir¬ 
mohan (the assistant dewan of Keopihar) 
from the rebels, who had imprisoned him, 
illustrates the broader linkages of this 
rebellion most unambiguously. More impor¬ 
tantly, Fakirmohan’s own account bnrs 
testimony to his upper caste/ciass construc¬ 
tion of the tribal in revolt. 

My point r^arding Mangaraj’s poverty- 
stricken background has been grossly 
misunderstood. My argument was that 
perhaps Mangaraj's ‘upstart* origin was 
significant to Fakirmohan. Possibly the 
upper caste/class notions of the Onya intel¬ 
lectual and his desire to preserve the social 
hierarchy shape Fakirmoium’s construction 


of Mangarai as wicked and vicious—the 
‘upstart HMvem riche’ appears to be the 
target of criticism. I have obiiottsiy nowhere 
suggested that Fakirmohan located all poor 
people as ‘bad’ (or, all rich people as 
‘good’)! 

My positions on Sachidananda Rouuoy 
are articulated elsewhere. It is fine if one 
decides to critidm him for his ‘links' since 
the late 1940s. However, I would request 
Mishra and Naik to produce a single 
evidence to show that he was assoriatwl with 
the structures of feudalism or capitalism in 
the 193040 period. These ‘links* with and 
recognition from the latter developed only 
after his compromise and retreat. To say 
that few Oriya literary critics understand the 
discipline of history and few historians/ 
social scientists of Orissa care to use texts 
for historical and social analysis is too 
sweeping a generalisation to be worthy of 
any comment. 


NOW PRINTED IN INDIA 

THE THEORY OF CAPFIALIST DEVELOPMENT 
Principles of Marxian Political Economy 

by 

Paul M. Sweezy 

(Original Publisher Monthly Sir lew Picm, New Vbrk) 

As a work in political economy this book begins wUh the simplest elemena irf Marx's 
thought, h» method use of abstraction, and analysis of the comm^ty and ol the lelatioiis 
between labour and capital and concludes with the inosi complex categories of modem 
siKici) the historical tendencies of the capitalist system, ctuponiions, Ime t n i slotial 
economy fascism and Imperulism 

Rs 2X01)0 (HBJ/Rs lOOOO(PB) 

* Post free In case of advance payment 
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His savings may be small 
but his returns need not be. 


Pioplt. used ri helu\( they nudid to imtst 
imoimis to e ini hi^'h Ktiirns Nitw tlitv know 
It s tun tnii I Init I rust h is diown thtiti th it 
<vui on smill sntn>»s tlnv t in t mi htfili n turns 
This IS [lossihlt htc luse is i tnutuil fund 
Unit Trust i ihl< to jxxti tot'tthtr r<sources of 
small investors It uses the skills of its finineiil 
experts to ituest these funds on the share mirket 
Thi result is i higher return foi the small suer 
^e ir after \ear 

^t Llnit Tnist our eominitmetit to the small 
siver remitiis unelniiged Tor 27 \eirs 
Even tixiav H4"( of our investors have holdings 
of Rs 10 000 oi less ^nd to join some schemes, 
Rs 500 IS all soil need Though most people do 
invest more 


With I nit Trust peonlt know the*> ein get 
wRit they w mt Fhal is why the number of 
Unit holders is going up so spot tatularly To over 
onecroie todiy — 55 lakh investors joined 
last year alone 

Fhese are people from every part of the 
country from every walk eif life They have 
different needs different dreams 

But thev share the same abiding confidence 
in Unit Tnist Living up to this confidence is 
what keeps us going And growing 

UNIT TRUST OF INDIA 

At the service of One Cioie Unit hotden. 
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REVIEW OF POLITICAL ECONOMy 

PALISTINE! COLONIAL CAPITALISM AND 
A6RAMAN SOCIAL STRUCTURE 

LAND REFORM UNDER ARMY RULE: PERU, 1969-78 

ECONOMIC IRONIES IN WORLD POLITICS 

LATIN AMERICA: POVERTY OF DEMOCRACY AND 
DEMOCRACY OF POVERTY 

■ DALLA CEMENTS: WORRERS PAY WITH LIVES 
FOR PRIVATISATION 

■ MONITORIN6 BUDUET DEFICITS 

■ JUDICIAL ACCOUNTABILITY 

■ CAPITAL, STATE AND PETTY TRADINfi IN CAUUTTA 

■ LONDON ECONOMIC SUMMIT 

GROWTH THEORIES AND DEVELOPMENT STRATEGIES 
LESSONS FROM INDIAN EXPERIENCE 










SREE KAILAS SUGARS 
& CHEMICALS LTD. 

Registered Office 12-13 90, Street No 3 Tarnaka Secunderabad 500 017 

Public issue of 63,00,000 Equity Shares 
of Rs.10 each for cash at par 


HIGHLIGHTS 


• Promoters with wide experience m industry 

• Selling up 2500 TCD Sugar unit Also holding licence for 
alcohol and alcohol based chemical units which are proposed 
to be set up subsequently 

• Latest equipment from Buckau Wolf India Ltd — a renowned 
supplier of sugar plant ano machinery 

e Ideal location in close proximity to cane rich areas for assured 
cane supply* 

• Professional Management 

• Minimum Gestation-Production expected by November 1991 

• SOM, SOL and Wealth Tax Benefits 

• Listing at Hyderabad & Bombay Stock Exchanges 


* ”W7tfi proper effort for exp/o/ffng (he cane potantM, the mitt can easily 
expand Its capacity to 10,000 TCD” 

Vasanthdada Sugar Institute, Pune 


Riak Faelora Prospecis also depend upon climatic conditions and policy of Government 
of India 

Parcapiton of Management Major portion of command areaislrrigatod Any lutum change 
In Government policy should be for the better In view of increasing demand tor sugar 


In COM lAe Co/npan/ does nor race/ve tha minimum aubscnpiion ol 90% ol lha amaunl ol ihepiaeani Olfer iha eniira subbciplion 
win ba rounded to ine afipllcanit mthn 90 days from lha d da al cloaura oT thaaubaafdon lei II thare m a delay m tafund oT such 
amount by more than W day% iha Company mil pay inietait al lha rata ol 15% par annum lor lha delayed period 


-- — Lead Martagars to tho Issue — 

U HNANctAiinvirisim 

JF (A ta^oMyownMrt cube diary nl r«AMa Banl() 

Hyderabad ***'" 

— --— Co Managers to the Issue— 

Indualrlal Finance Stale Bank at Hyderabad 


The Industrial Credit A Investment 
Corporation ol India Ltd 
Madras 


• Indualrlal Finance 
Corporation of India 

Hyderabad 


Bank ol Baroda 

Hyderabad 


© Slate Bank at Hyaarabao 

Merchani Banking Division 
Hyderabad 

Standard tt Chartered 

standard Chaitarad Bank 
Madras 


Fairgrowth Financial 
Sift Sarvicas Ltd 
Hyderabad 

Karnataka Bank 

Hyderabad 


THE BEGINNING OF X SWEET SUCCESS STORY 
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Third World Capitalism 

The colonial settler experience in Palestine demonstrates characieristics 
rather difrerent from the experience of other social formations 
undergoing capitalist development through a colonial power—not only 
did capitalism spell ruin to the ‘natural’ economy but Zionist 
racist-nationalist poliaes prevented the indigenous people from 
having access to their land even as wage labourers Pl.'73 

The Peruvian agrarian reform of 1969-78 implemented by the military 
represents the first successful attempt in the country to systematically 
. 111(1 itiK luially integrate the agncultural and industrial sectors 
although it failed to solve the problem of landlessness PE -Ki 


Cuuvtry Ditpult Evadms ihe hsue-Witics ,,,, l 

Premium on Oieuvinism The Sudgrt Blurred <> Unlike in Other third world cities, the growth of petty commodity 
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activities in C alcutta has taken place in a situation where indusinai 
capital has tended to move out consequent upon its deienoratini. 
relations with the state 1799 

Deyelopment Perspective Re-examined 

A casualty of the era of intellectual retreat on the macro economic 
front has been policy formulation in developing countries and in the 
vacuum created, the doctrinaire recommendations of the multi lateral 
aid agencies led by the IMF have held sway It is imperatise now to 
re establish the macro-economic foundations of development 
strategy and to reiterate policy formulation even for meeting 
short run shocks I'l -62 


New World Order 

Economic conditions largely 
beyond anyone’s control are having 
far reaching effects on appaieniiy 
autonomous political policies and 
social movements round the world, 
as may be illustrated by examining 
the iransilions m the east, the 
underdevelopment of development 
in the south and the political 
economic conflicts among 
the western powers PF.-93 

Ihe outcome of the crises in 
eastern burope and the changes in 
I.atin America, divergent as they 
are, demonstrate the willingness 
and capacity of the US to 
reshuffle political regimes, 
while maintaining links with 
authoritarian stales and 
elite structures Pb-lfl3 

The O 7 leaders sense that they 
are on the veige of a new world 
order in which there will be 
neither room nor sympathy 
for the third world 1792 

Half'Bmved 

Encouraging small growers is one 
way of increaung tea production 
But IS the Tea Board the authority 
to implement the scheme^ 1789 

Judging the Judges 

Without adequate legislation to 
cover the area of judicial 
accountability, the democratR 
credibility of the high 
institution IS at stake 1808 


Workers against 
Privatisation 

The privatisation of the UP 
Cement Corporation has resulted’ 
in an unprecedented state wide 
mobilisation ol workers against 
the move 1781 

Setting Priorities 

Ii IS easy enough lo londtinn the 
destruction of lain fiiresis in 
Brazil, but people in Hra/il a' i 
must eat, and they need 
new farmland i *6 

While attempting to Cl >urogi the 
development ot handi nt i 
means of generdting incoini in 
poor communities may K .alid, is 
It not more sigiiitiLani f i sploie 
the means of nwecsiiig m 
processes which hrougl ( il ml 
their impovenshment'T 1788 

Not Quite Open House 

The Malaysian economy is all sci 
to further open its doors to 
non Malays but the ‘hhumiputras’ 
will siitl be m control 1793 

Truth about IILFA 

The other side ol the 
determinedness ot the I'll A is the 
substantial support it enjovs in 
both the countryside and the cities 
oi Assam Policy makers and 
critics must acknowledge this 
fact and seek explanations 
for this 1786 









LETTERS TO EDITOR 


Oustees of Chandil Dam 

THE duplaced people from the Chandil 
dam, a part of Subarnarekha Multi- 
porpose Project (SMP), sat on an in 
drfiiute hunger stake from July 2 in front 
of the office of the supenntenttent 
engineer, Chandil dam at Chandil The 
hunger strike organised by the displaced 
peoples’ organisations namely Visthapit 
Mukti >Miini and Icha Kharkai Bandh 
Visthapit Sangh ended on July 11 after 
a written assurance by the project 
authorities that thar demands would be 
met very soon With the onset of mon 
soon, the issue of rehabilitation of 11,67^ 
families has created a sense of despair, 
uncertainty and tension among the 
oustees as their homes will be inundated 
this monsoon 

1he SMP authorities claim that the 
rehabilitation of the displaced people will 
be done such that the present living stan 
dard would not only be maintained but 
increased substantially But in the 
rehabilitation plan conceived and im 
plemented by the authorities there is no 
special provision to provide employment 
opportunities Similaily, no investment 
plan for the scheme to provide employ 
ment to the outstees has been made 
About 600 jobs meant for the oustees of 
SMP as a part of the rehabilitation pro 
gramme have gone to non-oustees 

The rehabiliuiion plan prepared by the 
SMP authorities has not been im 
plemented The villagers of Uurri have 
raised objections against low compensa 
tion but have no option other than accept 
the meagre amount The 32 oustee 
families have lodged their cases at the of 
flee of the additional magistrate (land 
acquisition) at Saraikela No heating has 
been made in this regard so far When the 
villagers of Baksai refused to accept the 
meagre amount, the SMP authorities 
threatened the villagers with dirt const 
quences and delayed payments which 
forced the villagers to accept them 

Similarly there is a continuous 
agncultural plot ol 20 8 acres in the village 
Moisada 1 he SMP authorities have given 
compensation for only 12 8 acres on the 
pretext that ‘ther* map shows only 12 8 
acres of land 

Nearly 50 families were displated 
without any compensation to pave the wav 
for colonics to house project officials and 
engineers working at the dam site Last 
year in the villages ()diya and kudaktapa, 
nearly J60 and HX) acres ol land were 
submerged respectively I his land was not 
declared submerged and has so far not 
even been acquit^ bv the authorities On 
June 7 the villagers of Uurri met the ad 
ministraior who assured them that their 
village would not come under sub 


mergence that year A few days later, 
B K Roy (a rehabilitation officer) went to 
this village and told the people that their 
village would be comp^ly submerged 
this year and the people diould start mov¬ 
ing elsewhere 

In Apnl 1991, a time-bound programme 
was formulated for the visits of rehabilita¬ 
tion officers to every village which would 
be submerged and for listening to the 
grievances of the affected villa^rs But no 
rehabilitation officer has come to the 
villages yet In December 1990 the govern¬ 
ment of Bihar issued a revised rehabiiita 
non policy for the affected people from 
SMP As per this policy, every oustee of 
18 years and above who owns less than 
five acres of land will get two acres of land 
or Rs 10,000 for the purchase of land and 
additional Rs IS,0Ci0 for preparing the 
purchased land for cultivation Second 
ly, every oustee will get Rs 20,000 for the 
construction of a house The type of land 
bought foi Rs 5,000 per acre will take at 
least 10 years to make it fit for cultivation 
purposes What will the oustees do in ihis 
period"’ The SMP authorities have decid 
ed to release the amount of Rs 20,000 lot 
the construction of houses in three in 
stalments This is not only troublesome 
but also expensive in the long run 

To assess the environmental damages 
and losses, the project authorities are sup 
posed to carry out detailed studies and 
follow up action plans to rectify the 
damages Just one study was commission 
ed which was carried out by a private 
agency, Mctaplanners and Management 
C onsulianis based in Patna and was com 
pleted in less than a year in 1990 Inciden 
tally this study was commissioned ajter 
the work on the project was started Much 
of the information in this study deiives 
from government data, rather than fresh 
independent empirical data Such a study 
can haidly be passed off as a legitimate 
environmental study The World Rank has 
also expressed its unhappiness over this 
study In fact, they have pressurised the 
project authorities to again carry out a 
detailed technical, economic and enviion 
mental study of the project I he revised 
studv will be carried out by an indepen 
dent agency in the coming months While 
the work on the project is going on the 
project authorities have yet to receive 
formal environmental clearance from the 
ministiv of environment and lorcsts 

kAVAl III SiNI.H 

New Delhi 


Against IMF Loan 

THE Association of Indian Economics 
Studies, Madison, USA, was founded in 


1975 Its ninth iH-annua] conference to(A 
{dace two weeks ago m Chkagn Thu con- 
ference discussed the econo^ situation 
in India and our members are concerned 
with the glowing problems of the 
economy At this conference, all the atten¬ 
ding presidents of tim association feit 
strongly about the need for a debate on 
the forthcoming negotiations with the 
IMF and drafted an open letter to the new 
prune minister, P V Narasimha Rao, 
which IS reproduced below 

C ongraiulations on your election lo the 
high office of the prime minister of India 
As you have rightly pointed out in your first 
press conference, India continues to face 
severe eamomic problems One of the major 
problems relates to the shortage of foreign 
exchange and the need to service external 
debt A large amount of gold has already 
been reporledly sold Your government wilt 
now seek another loan from the IMF since 
such a loan seems quite attractive, certainly 
in ihe short run li seems ihai IMF and 
World Bank are also keen lo give a loan to 
India Wc suggest that your governmeni 
assess senouslv betore ii accepts another loan 
trum the IMF IMF loans are based on Von 
ditionaliiy The earlier 19X1 82 IMF loan im 
posed serious conditions and propelled India 
towards the debt trap a situalion in which 
India finds ilsell today Reports suggest that 
this tinii ihc IMI is planning still harshei 
conditions such as devaluation and pnvalisa 
lion lhai will di ivc India into a deepci debt 
trap from whu li it may be impossible lo get 
oul As Ihc experience ol countries like Brazil 
and Mexico shows IMF Vondiiiunaliiies' are 
dtlcimined bv highly biased economK 
analyses based on ouldaled ideologies, such 
as Ihc mtallibiliiy ol market solutions, that 
lead lo low growth and anti social policies 
IMI policies help the short run at the cost 
ol degenerating the long run problems 
Uesaluaiion privatisation and export led 
giowih theory remain discredited There is 
litile hope that these will solve India’s 
economic crises even its external debt pro¬ 
blem India IS a large country, has enough 
potential 10 develop allcrnative means to 
solve us economic crises and needs to team 
from the successes ol Japanese and other 
similai economies It can and should 
negoiuite hard for the desired loans without 
mortgaging us eeonomie independence, 
seeuiiiy and future growth for an immeduile 
gam 

In view of the importance of this issue 
and the expertise of its members, the 
Association of Indian Economics Studies 
IS organising a whole session on ’IMF 
Conditionality and Indian Economic 
C nsis' ai Its next economists’ meeting m 
New Orleans 

Romcsh Diwan 

Rensselaer Polytechnic Institute, 

New York 
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Single-Point Budget 


r fit budget for 1991-92 addresses itself essentially to 
a single-point agenda This was perhaps to be expected 
n view of the insistence of the IMF on the government of 
ndia bringing down its fiscal deficit to 6 S per cent of CDP 
n the current year from the level of 8 4 per cent in 1990-91 
Accordingly, the budget estimates presented by the finance 
ninister this week show a reduction of R$ 5,604 crore in the 
iscal deficit, from Rs 43,13! crore as per the revised estimates 
or last yeai to Rs 37,727 crore in 1991 92 This is sought 
0 be achieved, hopefully, by raising the government’s revenue 
eceipt*- by 17 7 pei cent while restraining the growth of its 
otal expenditure to 6 3 per cent, both ovei the revised 
stimates for 1990 91 That is the arithmetic of it which, 
loing by past expciicncc, could prove tragically fragile The 
ludget for 1990 91, for instance, had hoped to contain the 
irowth of the government’s total expenditure at 6 9 per cent 
vhcreas the actual increase has turned out to be 14 9 per cent 
IS per the revised estimates for the year and as a result the 
iscal deficit whnh was expected to be Rs 36,795 crore has 
iloated to Rs 43,331 tiore The political economic omens, 
n terms of the strengthening of inflationary pressures and 
me more government wthout a maiority in parliaifient and 
assailed by dissensions within its own party and bv aggressive 
obbies of diftereiu interest groups, are scarcely more 
iropitious in the current year lor the fiuctification of the 
inane e minister’s expectations 
But more than the fragility ot the budgetaiy arithqictic 
s at stake The reining in of the government’s total 
xpenditure to show the fiscal deficit to be of the precise 
liniensions permitted by the IMF has been achieved by a 
nassivc slashing ot capital expenditure, the rise in which is 
ludgeted to be less than 1 per cent over the revised estimate 
or 1990-91 The finance minister’s claim to have provided 
or a respectable 12 6 per cent rise in the budgetary allocation 
or plan expenditure is more than a little misleading because 
lere again it is plan expenditure on revenue account which 
ids been budgeted to rise b' a whopping 21 7 per cent 
rhereas the allocation for plan expenditure of a capital 
lature shows an increase of a mere 4 S per cent 1 his demure 
withdrawal of the government from investment activity is, 
if course, what the IMF’s diktat insists upon hut against the 
lackground of the generally acknowledged onset of 
ecessionary conditions in the economy is tiis such a good 
hing to happen even going by conventional economic 
wisdom? 

The flnance minister is not lacking m good manners he 


has not omitted to mention the need for special care to see 
that the burden of what he calls the ‘fiscal correction’ does 
not have to be borne by the poor He has provided, inter aha, 
Rs 2,100 crore for rural employment generation under the 
Jawahar Ro/gar Yojana As it turns out, this is exactly what 
the programme had been allocated for 1990-91 In other 
words, employment creation for the rural poor has been 
denied any share m the 12 6 per cent increase in the plan 
outlay the budget takes credit for And given the sha*p rise 
in prices all round, the unchanged allocation for the lawahar 
Rorgar Yojana must mean fewer person-days of employment 
even at the same money wage rates (meaning sharply 
reduced real wages in view of the >teep rise m the prices of 
the basic necessities of life) But that is not the worst 
ot It How well will the budgetary allocations tor rural 
employment generation and other such programmes stand 
up once powerful interest groups start their game of asking 
for more—for instance, once rich farmers all over the 
country decide to tell the finance minister what he can do 
with his funny idea of doing away with the fertiliser subsidy 
or once exporters, having digested the devaluation bonanza, 
SCI up a chorus about the country’s exports being in jeopardy 
unless the government forthwith restores the export subsidy’’ 
In his budget speech the finance minister has already assured 
the prosperous farmers that they “will be compensated for 
the proposed increase in the price of fertilisers through 
suitable increases in procurement prices’’ Now, the price of 
rice in the wholesale markets rose by over 13 per cent in 
1990-91 and that of wheat by nearly 49 per cent and the 
government’s own Economic Survey is quite categoric about 
the contribution of enhanced procurement prices to these 
price increases, it points out, “the increase in prices of cereals, 
particularly rice and wheat, was attributable to the 
substantial increases in procurement prices and the 
consequent nse in issue prices which set the trend for open 
maiket prices’’ All the same the finance minister is ready 
with his assurances of further increases in procurement 
prices 

With the IMF holding the government’s nose to structural 
adjustment and the powerful and the rich brooking not the 
slightest interference with the good life they have been used 
to, something has to give and what can that be but the measly 
allocations for employment, social services and such like’’ 
Such a denouement has been rendered virtually inevitable 
by the way the finance minister has chosen to go about 
stitching together his proposed ‘fiscal correction’ 
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CAUVERY DISPUTE 

Evading the Issue 

RIVIRS have always aroused sirong 
emotions Quite apart tram their role in 
the community’s etonomv, oi pci haps 
emanating Irom this, thes become inte 
grated into the cultuial and social labile 
of the people who live aiouiid them Any 
threat to a people’s light over river waieis 
tan then be easiK i uiisirucd and proiected 
as a threat not onlv to the livelihood bin 
to the long standing litc sivics ot the 
people concerned, even it this is not leallv 
the case Inevitablv thesebtionupoliiic.il 
issues and have to be acknoulcdgcd and 
dealt with as smh The problem \siih ilic 
mannei in which theC aiivtiv dispute taiui 
for that mattei, evirv othci iivu dispute 
in the country) has been handled i> that 
the attempts at resolving it have baulked 
at recognising this reality and have in tad 
tended to deplore the supposed ‘politic isa 
tion' of the issue In effect technical ad 
ministrative and ]udicial solutions to the 
problem have comt to fotindei in the 
political squalls 

The Caiivery dispute in its pieseiit 
phase IS a typical illustiaiion of this 
phenomenon Attempts to iiricc at tin 
so-called equitable disii ibuiion ol w.in rs 
have been constanily bogged clown In 
disputes over the veiaciiv ol the lelevant 
statistics regarding the volume ol watci 
and the irrigated diiMs eie proudid In 
the two slates I ven il a speeiallv eon 
stiluied body weit to eondnei cMtii'ive 
surveys lor these data, ih< v would still be 
disputed Such a bociv ot data would 
become opciational onlv it tlieie weic 
agreement between the dispntnip partus 
on the mannei in which rivci waieis might 
be shated And tins is a political cvcuisc 
The setting up ol a tiibiinal was not a 
wholly accc|itable decision loi eiltui slate 
and, given the couisc of discussions prioi 
to Its setting up and laici, it could more 
or less have been lorcsctn that the 
tribunal’s orders, interim or otluiwisc. 
would have been challenged by one oi the 
Other states Karnataka’s i ontention that 
the interim order did not lake into aeeoum 
the volume of watei available in the iivei 
in laying down the minimum volume lo 
be released to the Mettui dam is as valid 
as lamil Nadu's claim that without these 
waters the ’kuruvai’ crop in the della were 
at risk In other words, the essence ol Itu 
disagreement about the intciim oidei was 
the same as the issue which gave use to 
the setting up ot this tribunal land othci 
similar adiudu.iting bodies m the past) 
Karnataka’s icsponsc ol passing an oi 
dtnance osletisiblv piotteimg tiu C auceiv 
waters, but m etieci millifving ihi inteiim 
orders ot the tribunal, not onlv makes a 
mockery ot the ludicial processc's, but sets 
unsavouiy precedents 1 he centre’s deci 


Sion to seek the advice ot the Su|mme 
Court IS an expression of Us inability to 
come to terms with the political content 
of the issue 

In the meanwhile, of course, much 
wafer has flown down the Cauvery, literal 
Iv The river in spate, overMowing the 
70 year old Krishnarajasagar dam and in 
undaiing the famed Brindavan gardens, 
has forced Karnataka to rcteasc waters 
such that the Meilur dam is likelv lo be 
fnlt this season, fur the first iinu in a 
decade the nonv is that despite there 
hemp enough waieis, the tiibunal s ordeis 
will probably continue to be challenged 
by one 01 the other stale, the Kainaiaka 
ordmaiue will eoinc to Slav and the 
Snpiemc ( oiiit will work ai its own pace 
to devise i solution 

POI ITK S 

Premium on ('hauvinibm 

WIII India be going the Yugoslav wav ’ 
Il appears that Nehru and 1 ilo who had 
worked hatd in consolidating the soli 
dantv of the itiird world countries did not 
succeed appreciably in developing inter 
regional amity within then own federal 
politics The triangular conflicts among 
the Yugoslav ledcral centre, Slovenia and 
Croatia bursting into intermiitcm hoi 
wars on the one hand and India's embroil 
mem with sccessiom.i violence in the 
stales ol lammu and Kashmii, I'lmiab 
and Assam on thecUhei navi alreadv pio 
ved the pomi I he recent .iggiavaiion ol 
the quarrel between lamil Nadu and 
Kainatakaovei ihcshaMugol the c aiivnv 
waters ha. onlv revealed another dmun 
Sion ol Ihi simmering tensions wnInn thi 
pluralistic enlity that is India Political 
manoeuvres, including ihc rcsignaium ol 
the lamil Nadu C ongitss (I) president 
Itom the union government and the tliria' 
ol withdrawal ol suppoil to it bv ihi II 
AJADMK MPs and the inailiculalcd 
thicai ot a similar move by the Kai nataka 
C cmgressfl) membcis in the union govern 
nitnt and parliament have been backed bv 
a simultaneous 12 hour bandh in both the 
states The ctniic's tentative move to 
lemove the strile Irom the streets to the 
quieter aiena ol Ihc Siipiemc Couits 
sanctuaiy may succeed in soothing the 
nerves, but only lempor.ntlv I he issut h.ts 
now comt to the prese it level ol conlion 
tation after decades ol nicandeiim 
through the corridors of negotiation and 
arbiiiation 

I he t anveiv waiti dispute, hciwevii i 
not the onlv Hash point ol imei state con 
Irontation nor is it the hottest so tat I he 
inter stale boundatv dispute between 
Assam and Nagaland has led to warlike- 
actions bv tilt slate a med toices on mort 
than one otcasion I he tavuuiable back 
ground lot the solution in ail such cases 
has to be sought in the cultivation ol 


fratemcl relations aaung the variom 
communities of the Indian people, over¬ 
coming their mamfokl divisions. This can 
be sought to be achieved only on the basil 
of 8 credible perspective of shared benefits 
from an all-round development of the 
country a.s a whole With the gradual dim¬ 
ming of such prospects, only the centri¬ 
fugal pressures can gam momentum. 

Earliet the Indian communists at least 
sought lo intervene in the critical 
developments of this nature with a degree 
of goodwill When tempera had been 
running high over the Bihar-Bengal 
mciger proposal, mooted by the late 
I' ( Rov in ihe fifties, the secretaries of 
the Bihar and Bengal units of the CPI met 
to draw up a t<immon platform for joint 
action Similaily, lot a time the com¬ 
munists also Hied to intervene soberly in 
the Mahatashtia Karnataka dispute over 
Kcigaum Now, of couise, with the high 
piemiuni gamed by chauvinism of all sorts 
even in tlu tornici socialist paradise, 
discretion is deemed to be the better part 
of valoui 

IHI BUDCilT 

Blurred Figun»s 

I VIN if one were to look at the central 
budget on its own—forgetting for the 
niomcni that it is pan of the package of 
iloselv iniciconnected measures that the 
new govetnnunl has taken since it took 
OKI -the .tiv first thing that strikes one 
o that whik compaied to the interim 
hudgti presented bv ihe( handra Shekhar 
L’oviinmiiit in lebriiarv the reduction in 
lilt liscal dclicii I' only Rs 74« ciorc(from 
Rs 1 ^ 4 ■’S iri'ii to Rs ^7,727 irore), the 
measures pioposed to raise additional 
rcvuiuis and to lediice certain non plan 
c-vpcndiiiiie, add up to amounts several 
(itnts as laigi I bus the additional taxa¬ 
tion proposed in the budget is estimated 
to net Rs 2 617 troic in the current year, 
with the cenire’s share coming to Rs 2,005 
ctoic On the expenditure side, the atx>li- 
iion ot the export subsidy along with the 
subsidv on tcitiliscrs and sugar should 
save Ihe cxchcquci a sueable amount (the 
ovciall saving ot Rs 1,726 crore shown in 
the budget appears to be a grots 
underestimate) The question arises then 
about where all these amounts have got 
absorbed, since the reduction in the Tiscal 
dcticil IS relatively so small 

As one probes the figures, one notices 
that the ptovision for non-plan expen- 
lituic in the budget is higher by Rs 2,790 
croic in comparison to that made in the 
inteiim budget On Ihe plan side there is 
V iiiuallv no difference between the interim 
budget and the budget under review. Ihi^ 
the finance ministei has shown a reduc¬ 
tion in Ihe revenue deficit of Rs 3,912 
Cl ore over the interim budget. But since 
revenue receipts are projected to show a 
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mi kattammt ot lU 3,MS oore mt& 
wkh the economy measures refened to., 
alwue^ why has it not been possible to 
make a larier reduction in the revenue 
deficit? In this context, the luge step up 
in the provision for interest payments, by 
as much as Rs 3,600 crore, it intriguing 
and hat gone unexplained either in the 
budget papers or in the budget speech 
While the Hnance minister has under- 
Hned that for non>plan expenditure, ex- 
duding interest payments, defence and 
major subsidies, the budget provision he 
has made “reflects a reduction of Rs 1438 
crore compared with the provision in the 
revised e^mates for 19^91”, he has 
owerlooliBd to explain the enormous in¬ 
crease in the provision for interest 
payments. The three major heads accoun- 
tiiv for the increased provision are mvket 
foam, provident funds and small savings. 
Ibgether the increases under these three 
heads add up to Rs 5,721 crore. On the 
other hand, there is hudly any incroise 
in interest receipts. Ihke small savings, of 
which three-fourths are supposed to be 
channelled to the slates Should not a cor¬ 
responding increase in interest collections 
from the states have been provided for^ 
The more tongue-tied the finance 
ministry is with respect to the budget, the 
more natural it is for outsiders to suspect 
that everything is not right with the 
figures. In this particulai case, given the 
general belief about the sacrosanct nature 
of interest liabilities as contractual obbga- 
tions and therefore the tendency in general 
to accept the figures unquestiomngiy, 
could It not be an attempt on the part of 
the mandarins of the mimstrv to exploit 
this creduhty and make an over-provision? 
Surely, the flnance minister owes everyone 
an explanation of why he has had to pro¬ 
vide for such a large increase in non-plan 
expenditure in general and interest 
payments in particular 

RESERVATION K)L1CY 

Congress Uilemma 

THE five-member constitution bench of 
the Supreme Tourt has categorically 
demanded from additional solicitor 
general Allaf Ahmed the present govern¬ 
ment’s clear-cut stend on the August 13, 
1990 notification on the implementation 
of the Mandal Commission’s recommen¬ 
dations issued by the National Front 
government. The additional solicitoi 
general’s attempt at evasive action by 
citing the reference, in the president’s ad¬ 
dress before parliament on July II, to the 
governmenrs commitment “to special 
measures in favour of socially and ^uca 
tionally backward classes” was curtly 
dismissed by the bench. 

The Supreme Court’s firm demand is 
t welcome departure from its earlier am¬ 
biguous pronouncements, most notably 


the orders of September 11, September 21 
and October 1, 1990 in response to the 
prayer of anti-reservationist petitioners for 
a stay of the implementation of the 
August 13 notification until the court had 
given a final verdict on its constitutional 
validity. Each of the orders was ostensibly 
a clarification of the preceding order, yet 
the orders only became progressively more 
ambiguous 

While today the roles are reversed with 
the government being ambivalent and the 
court seeking a clear statement, many 
questions remain The court had fixed 
November 6, 1990 as the date of com 
mencement of hearing of the petition 
challenging the constitutional validity of 
the notification The matter was of suffi¬ 
cient public and political importance and 
had generated large scale violence in parts 
of the country and caused the fall of the 
then government It is surprising that the 
couit should have dragged its feet on so 
importaui a matter as to be seeking 
clarifications trom the government tune 
months aftci the scheduled commence 
ment of the hearings 

More importantly, me petition relates 
to the constitutional validity of the 
notification It is therefore an^lear as to 
why the present government's stand is so 
crucial a concern The bench has sought 
from the government not a clarification 
on the modalities of the reservation ar 
rangement but “a categorical state 
ment whether it supports the stand of 
the previous government on the reserva 
lion issue or not” It mav reasonably be 
assumed that the constitutional status of 
the notification has little to do with the 
position of the gewernment of the day 
Perhaps the Supreme Couit is unwilling 
to hand down a clcai cut ruliifg itself 

This notMiihstanding, the court’s de 
mand may have its positive aspect of lom 
pelling the ( ongress(l) to discard its 
vacillating op|H)i(um>m Neither in its 
election manitesio nor in statements 
subsequent to assuming office has the 
party made its position dear on the issue 
save for feeble interiections on the intro 
duetton of some cioimmic criterion to 
determine backwaid status This am¬ 
bivalence IS not ssithoul reason from 
August 1990 on a vociferous section of the 
party has been advocating the impiemen 
tation of the commission’s recommenda 
tions tiectoral compul'ions made am 
hivalence a paiiy piogianune 

The latest outburst has come Itoni 
welfare minister Sitaram Kesri who has m 
structed his minisirv to proceed with the 
job of making out a foolproof case lor 
reservations with a view lo ensuring a 
favourable verdict from the court The 
party’s cabinet committee on political al 
fairs also favours a pro reservation stand 
Yet opposition tiom those like Arjun 
Singh and SBC havan can be opected to 


be stubborn. It remsans to be seen how a 
party already faced with dissent on the 
new economic adventures of the govern¬ 
ment tackles so contentious an issue. 

POiniCAL PRISONERS 

Specious Argument 

IN West Bengal, there are a little ovei 
4,500 undertrial piisoners Among them 
there are 21 Naxalitcs whose duration of 
detention varies from tour to II years, 
following a long drawn out legal battle 
for their release, the Calcutta High Court 
issued an order on April S, directing the 
stale govcinment to “take necessary steps 
for releasing the undertrial Naxalite 
prisoners within IJth April, 1991” in his 
order, (he judge, Dilip Kumar Basu, 
commented "I think and hold that 
detention of mosi of the political 
prisotieis IS illegal and in violation of their 
funddmental rights as lontemplaied in 
Article 21 ot the ( onsiituiion of India” 
He direi ted the stale government’s home 
secrctaiv to submit a lepori to him on 
April 19, conipiving wuli his dirc< 'ive. On 
that date, the state’s advocate general 
tiirntd up at the court to plead that the 
court “in us iiitinilc wisdom be pleased 
not to direct release” of the prisoners His 
arguments were that three ol the pnsoncis 
were already convicted and were serving 
scnicnccs One had not yei been served a 
charge sfieet and. as lot ihc remaining 17, 
none ol itu m had been "illegally detain¬ 
ed lor periods longer than the maximum 
lerrns prescribed loi the otfence(s) for 
which thev could have been sentenced, if 
convicted” 

I his dangeiuus aigument implies that 
anyone can be held in detention without 
Inal lui a jienod which could be prescnb- 
ed foi him il he is convicted of the chaige 
brought against him If someone is hauled 
up oil ihc ch.irgc ol inuidei, and if the 
punishinciii is lilc sentence, the govern¬ 
ment can keep him in lail foi that peuod 
without bothering lor an early dcnrision to 
prove whether he is guiliv or not At the 
end ol a trial, if he is proved innocent, 
what reditssc.ui he have lor his incarcera¬ 
tion, winch becomes palpably illegaP 
How can the advocate general be sure that 
all tiiese P prisoners will be conviaed and 
sentenced to terms of imprisonment 
covering the period which they have 
undergone till now'* 

The West Bengal government’s 
detcnce through its advocate-general— 
hav several chinks First, despite a 
Supreme t null order that charge-sheets 
against prisoners should be issued within 
two and a half years, in most of the cases 
of the 2t Naxalite prisoners m the state’s 
lails, charge-sheets were issued much after 
the stipulated period Secondly, none of 
the prisoners was produced ^fore the 
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o^trt every six months, as stipulated by 
the law. The last time they were brought 
before the court was in 1988. Further, 
while the advocate-general denied that 
these prisoners were “prosecuted for being 
Naxalite, extremist or for political 
reasons” (thus refusing to accept them as 
‘politicai prisoners'), the inspector general 
of prisons of the state had earlier in a 
statement to the court (January 31) admit¬ 
ted that they were Naxalites. 

The hurdles that the Left Front is put¬ 
ting up in the tedious legal proceeding.s 
mock at the very concept of speedy 
justice. West Bengal's Marxist rulers quite 
rightly protest against the arbitrary arrests 
and detention of their comrades in 
Ikipura. But they have no qualms in 
treating their political opponents in their 
own state in the same arbitrary fashion. 
For the hack advocates of the govern¬ 
ments of the two states, there has never 
been any dearth of specious legal 
arguments in defence of violation of the 
citizen’s right to liberty 

SOUTH AFRICA 

ANC Forced to Gel 
Tough 

ON the basis of what in retrospect seem 
to have been entirely spurious claims to 
have initiated radical reforms towards ma¬ 
jority rule, sedulous efforts have recently 
been made by a host of western govern¬ 
ments to dignify the status of the racist 
South African state. Their ill-concealed 
enthusiasm for lifting sanctions against 
South Africa despite opposition from 
anti-apartheid groups is part of this pro¬ 
ject of securing the racist regime’s place 
in the 'comity of nations’. This notable 
foreign policy success altered the domestic 
political equations, giving de Klerk a clear 
advantage in negotiations over the ANC 
which was increasingly being expected to 
retreat from previously held attitudes 
commensurate with the reforms initialed. 

But some of the fruits of this states¬ 
manship seem to have been squandered 
through an excess of cunning. 1 he creden¬ 
tials of the ‘authentic liberal’ whom the 
west saw and promoted as an alternative 
to the ANC have been tarnished by 
damaging revelation.s of a direct official 
role in the ANC-Inkatha conflict and the 
vicious township violence. This confirms 
the charge that the beleaguered ANC has 
consistently levelled against the dc Klerk 
government. 

Nico ^son who worked for 15 years 
with the South African defence forces in 
various sensitive positions has cor¬ 
roborated that the township violence was 
engineered by Pretoria as part of an 
ov^l plan to weaken and destroy the 
ANC. Basson, who had participated in a 
similar operation in Namibia aimed 


against the SWAPQ, charged that the 
cwnpaign was geared towards retaining 
white control by fostering an ethnic divide 
within the majority race by linking the 
Zulus to Inkatha and Xhosas to ANC mid 
incorporating the former into the system 
as an alternative to the ANC. The govern¬ 
ment has been forced to concede the 
veracity of the charge to the extent of ad- 
miiiing that R l(X) mn had been spent in 
the campaign against SWAPO and that a 
total of R I.S bn had been spent on secret 
projects over the last five years. These 
figures were disclosed by foreign minister 
RF ‘Pik’ Botha who also claimed he had 
a clear conscience. By apartheid standards 
there is nothing incongruous about the 
claim. 

The turn of events has proved fortunate 
for the ANC which in recent months had 
been pushed on the defensive, making a 
series of concessions on armed struggle, 
on nationalisation, on the pace of change 
and so on. Compounding the problem 
came the township violence To make mat¬ 
ters worse the recently-held first national 
conference elected a hardline national 
executive council, one of whom, Patrick 
lekota, had in full conference denounc¬ 
ed Nelson Mandela’s authoritarian 
tendency to impose his will on the inter¬ 
nal decision-making process. Caught in a 
trap that is by and large of his own mak¬ 
ing and forced into conceding too much 
ground, this is just the right opportuniiy 
for Mandela to revert to a sterner line. The 
ANC’s new demands go beyond merely 
seeking the resignation of defence ministei 
Magnas Malan and law and ordei 
minister Adrian VIok. Mandela has called 
for a new government of national unity 
and the creation of a constituent 
assembly. 

This hardening of ANC’s attitude will 
further strain relations with the dc Klerk 
government and create obstacles in the 
negotiation process. So long after the ex¬ 
pose the ministers in question continue to 
be part of the government while another 
senior minister has defended the govei n 
ment’s manoeuvres. Even as de Klerk puts 
on display his various democratic virtues, 
his government has seen fit to take no ac 
tion against those directly involved. Even 
if de Klerk himself is not part ot the con¬ 
spiracy, negotiations may still prove to be 
difficult since the issue is not one ol in 
lemions but of consequence. Irrespective 
of de Klerk’s intentions it is clear that 
recalcitrant segments of the state repre 
sive apparatus and apartheid hardliners 
are able to take steps which have serious 
consequences with impunity, it is perhaps 
just as well that the NEC of the ANC is 
dominated by hardliners. Suspending 
armed struggle without any guarantee 
from the stale to suspend its own armed 
struggle is counter-productive. 


TWENTY YEAIIS AGO 

EPW. Special Number 1971 

The SiiKi-AiiieiiGn dkimre has obviouriy 
upset some of the basic astumpiiou of 
Indian f(«eign policy. It was more or ten 
uiken for granted till now that the United 
Slates would want India to be a strong and 
subte power in south Asia, more so in view 
of its impending withdras^ from io deep 
involvement in Vietnam. A rdaied assump¬ 
tion seems to have been that, even while it 
disengaged itself, the United States would 
not wish to allow conditions to be created 
in any part of this region favourable to the 
emergence of a situation such as that which 
developed in Vietnam earlier. It was Rrndy 
believed for this reason that the United 
States would at least remain neutral r^ar- 
ding Bangla Desh, even if it did not play 
a more positive role in working for a 
satisfactory political settlement. 

These assumptions and opectations have 
been falsified at least for the present. The 
desire of the United Slates to normalise its 
relations with China is, of course, not only 
understandable but to be applauded. This 
IS what India has urged all along since the 
early fifties. The thaw in Sino-Amertcan 
relations cannot therefore by itself be a mat¬ 
ter for concern. What was not expected was 
the mannar m which the United States chose 
to open up—more particularly the cynical 
fashion in which it ignored the issues raised 
by the massive genocide in Bangla Desh and 
used the present government of Rikistan as 
its favoured intermediary at this critical 
stage. If anything became evident from all 
this, it was that neither these issues nor what 
was at stake for India were of any great con¬ 
cern to the United States. 

W A* W 

Pakistan is perhaps the only ally of the 
United Slates in this region which hu not 
only no misgivings about its normalising 
relations with China but has a great deal 
to gain from it now. Add to this the simple 
problems of logistics—finding a base from 
which the presidential envoy could By non¬ 
stop to Peking and back and the fact that 
the use of the regular PIA service would not 
be noticed by anyone—the choice of 
Pakisuin for this particular operation is not 
difficult to understand. 

Nevertheless, would the United ^tes be 
appearing to function in such open support 
of the present government of Pakistan if it 
foresaw ihe possibility of its being cut to 
sire by Bangla Desh successfully breaking 
away or if it expected India to act more 
forcefully in defence of its own interests? 
One cannot be sure of the answer to the fuM 
pan, but to the second one can offer U least 
a tentative answer. If the United Suites was 
certain that India would leuliate in response 
to the mas.uve inflow of refugees from 
Bangla Desh, and that such action would 
find support not only from the Soviet 
Union but from public opinion elsewhere 
(including its own), one would expect it to 
have shown more hesitation and be less bia- 
tam in its collusive opemions with 
Pakistan. 
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COMPANIES 


Success through Value Added 
Products 


BHADRACHALAM PAPERBOARDS 
lufTeied a 3 per cent drop in production 
from 83,923 tonnes in 1989-90 to 81,558 
tonnes in 1990-91 This was mainly due 
to floods which stopped operations for 
three days and labour unrest for almost 
four weeks dunng the year under review 
As a result, capacity utilisation remained 
lower at 130 per cent as compared to 134 
per cent in the previous year The situa 
tion was aggravated further by powercuts 
and shortage of diesel due to the Gull 
cnsis 

Although the volume of sales declined 
from 84,888 tonnes to 81,212 tonnes, net 
sales realisation showed an increase of II 
per cent The market which was buoyant 
throughout 1989 turned sluggish from Oc 
tober 1990 especially in the packaging seg 
ment However, product development. 

The Week's Companies 


Inamu/txptnses/pmjii 

1 Net iiKomc 10 sir 

2 Other income 27S 

3 Raw matcnal consumed 4 761 

4 Pawer and fuel I 271 

5 Other manufauuring enpenws S8S 

S Labour cou 704 

7 Other expend 9M 

S Open>ling profiu 2 446 

9 Interest charges 923 

10 Crou profits I S23 

11 Depreciation SS7 

12 Prills before tax 936 

13 Ihx provision IS2 

14 Prorui after lax 784 

15 Dividends 349 

Lmbililita/asttis 

16 nud up capiial 1107 

17 Retervel and surplus 2 444 

IS Long term ktans S 336 

19 Short term loans IOIS 

20 Current habiluics 2 248 

21 Orau fixed assets 10231 

22 Aocuraulated depicuaiion 2,889 

23 Inventory 2 541 

24 Raccivables 857 

25 Loans and advances 1.183 

26 Cash and bank balance 156 

27 Invcttincnls 42 

28 OUier assets 29 

29 Dual babibiies/asiets 12,150 

Kty financial mluu 

30 Ttarnover mlio (1/21) 087 

31 Return on sales <l/l)x 100 (kb) 14 46 

32 Rstum oninvntniem(9b)(B/2l)xl(IO 

or (22x23)« 12 S3 

33 Return on equity(%)|IO/(IO-fl 1)1 

xlflOor |2l/(l0ytl))x 24 2208 

34 Earning per share 7 37 

35 Book value per share (Rs) 3313 

36 Current market price (Rs) — 

37 Price/barnings ratio - 


value addition and quahty upgradation 
helped the company to increase the turn 
over Several new high value products were 
developed through research and develop 
mcnt to cater to emerging demands The 
R and D expenditure incurred by the com 
pany at Rs 0 71 crore lormed 0 M per cent 
oi net turnover The quality of products 
gave the company a competitive edge in 
the international markets As a result, the 
foreign exchange earnings during the year 
under review registered an increase from 
Rs 3 77 crore (o Rs 6 47 crore 
Notwithstanding an increase of 9 8 per 
cent in raw mateiial cost, 10 I per cent in 
power and fuel cost 5 5 per cent in labour 
cost, the prolits belore tax registered an 
increase of 66 pci ceiu over the previous 
year Thanks to large investments in the 
tax saving units ol liT I, the company did 
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not incut any tax liabihty ouring the year 
under review as against Rs I 52 crore in 
the previous year As a result, profits after 
tax spurted by 99 per cent to Rs IS 60 
crore from Rs 7 84 crore m the previous 
year The company paid dividend at the 
rate of 37 5 per cent as against 32 5 per 
cent in the previous year 

In order to minimise dependence on 
forest based raw materials, the company 
used recycled fibre, both indigenous and 
imported However, doubling of custom 
duly on waste paper from 20 per cent to 
40 per cent and on pulp from S per cent 
to 10 per cent and also the stringent 
measuies to curb imports coupled with 25 
per cent higher rate ol inteiest on borrow 
mgs to I mance impoi ts caused considerate 
financial strain on the company in parti¬ 
cular and the paper industry m general 
The iotcign exchange outgo largely on ac¬ 
count of recycled fibre was Rs 13 98 crore 
as against Rs 17 14 i.rorc and the net outgo 
after setting aside the export earnings was 
Rs 7 SI crore against Rs 13 37 crore iii the 
previous year 

During the vtar under icvn < the com 
pany issued fully convertible debentures 
woith Rs 30 crort 1 he long term borrow¬ 
ings of the company showed an increase 
of S5 pci cent icsuliiiig in a higher debt- 
equity ratio ol 1 78 I as against I SO 1 in 
the previous scat The impiovcment in 
operating protiis provided i higher in 
itrtsi covei ige ratio ol 3 21 as against 2 65 
in the previous ycai A modcsi increase m 
the current laiio indicated the better work 
mg capit il position icsulimg trom increase 
in the loans and aciv uiccs to the extent of 
Rs 6 50 (.rorc 

The liinds How ol the vonipanv dunng 
1990 91 amounted to Rs 48 12 crore 
Rescrvis aiiJ surpluses improved by 
Rs 11 411 1 ion and dipnciation by Rs 6 39 
iiort I he internal mutcis aci ounted for 
37 p< r cent ol the binds I he major chunk 
of 61 pti cent ol ihc funds was utilised 
lor tax siviri) itivcstniciit in UTI units As 
much as 19 pci lent was invested in fixed 
assets while 14 pci cent was utilised lot 
loans and advances 

Ihc eonipinv eoiiiiiincd its effort to 
make substantial investments in moder 
III .itioii lowaid' aehieving maiket expan 
Sion I he ceimple'ioii ol the second phase 
ol modcimsation fuithei research and 
dtvdopmcni e,ualii\ upgradation and 
widcmiii’ of high value added product 
lange aiL expected to g've a turihcr boost 
10 piodueiion during current year The 
eonipaiiv also proposes to diversify into 
the business of Imancing imesttnent, 
leasing and hire purchase by setting up 
a subsidiary company with an invest 
mcnt not exceeding Rs 3 trore 
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riN PLATE COMPANY 

Profits under Pressure 

TIN PLATE COMPANY, the hugest pn>- 
duoer of tin plate in the country with a 
marlut snare of 68 per cent, witnessed a 
fWl in dectroiyuc un plate (ETP) produc¬ 
tion from 56,041 tonnes to 51,892 tonnes 
during the year ended March 1991 As a 
result, the capacity utilisation of the ETP 
plant was lower at 58 per cent than 62 per 
cent in 1989-90 Howevei, 52,220 tonnes 
of TMBP coil were processed and the 
prime yield in ETP increased to 83 per 
cent from 78 per cent in the previous year 
Production of hot dip plant (HDP) was 
affected due to the power crisis in the 
eastern r^on during the first half of the 
year. Although the year witnessed an all 
tune high production of over one lakh 
tonnes of black plate/galvanised torru 
gated and plain sheets, capaaty uulisation 
remained lower at 98 per cent than the 136 
per cent in the previous year The one 
siWer hning was that the company showed 
an increase of 11 per cent in sales realisa 
tion during 1990-91 

The company was able to reduce the 
overall expenses-to-sales ratio to 0 97 1 
frcmi 1.03 1 dunng 1990-91 despite a subs 
lantial increase in power and fuel and also 
laboui charges The operating costs of the 
company increased only by 5 per cent 
from Rs 10 98 crorc to Rs 11 54 crorc In 
terest charges on account of working 
capital funds was reportedly less since the 
oompaiv availed of a six-month supplier's 
credit on import of TMBP coils and the 
resultant finanang cost was included in 
the raw matenal cost However, the in 
terest on term loans was higher on ac 
count of financing of HDP modernisa- 
bon. As a result of fall in interest charges, 
the gross profits before depreaation show 
ed an improvement of 22 per cent over the 
previous year However, profits before tax 
moved up only by 10 per cent due to 
higher depreciation charges on account of 
addition to capital assets in the HDP Net 
profits, however, fell steeply by 17 per 
cent due to the significantly higher tax 
provisions 

The company showed improvement in 
the profitabilitv ratio measured in terms 
of gross return on sales and total capital 
employed dunng 1990-91 Assets ultlisa 
tion showed improvement with the sales 
to assets ratio at 195 1 against 1 521 m 
the previous year. However, the return on 
shareholders’ funds was lower at 9 30 per 
cent against 11.52 per cent in the previous 
year 

Technology absorption, adaptation and 
innovation included processing of double 
reduced TMBP coils lor manufacture of 
etectrolytic tin plate, development of cans 
fabricated from double-reduced tin plate 


fw praviding economic packaging to caa- 
nen and use of tin-free sted for edible oil 
and vanaspati packaging. 

Althoui^ the HDP was set to achieve 
a record performance, the current year 
may not be smooth for the ETP which 
depended on imports for 83 per cent of 
Its raw material The foreign exchange 
used for import of raw material during 
1990-91 amounted to $ 29 6 million 
against which export earnings were negli¬ 
gible The devaluation of the rupee will 
have considerable impact on the cost 
structure of the company The company 
has initiated steps to indigenise the source 
of raw materials for the PTP plant by 
commissioning a IMBP manufacturing 
facility 

VSn INDUSTRIES 

Puffing Profits 

VST INDUSTRIES, with a market share 
of II 3 per cent in cigarettes, made a 
significant improvement of 43 per cent in 
turnover during the year ended March 
199] Despite a phenomenal increase in 
cost of raw materials and labour charges, 
the company was able to brmg down the 
expenses to sales ratio from 1061 to 0 991 
111 1990 91 Profits bclore lax at Rs 32 58 
crore, including the net capital gams of 
Rs 13 62 crore ansing out of disinvestment 
of shares in Bhadrachalam Paperboards, 
showed a spurt of 177 per cent ovei the 
previous year 

The physical performance of the com 
pany showed a set back compared to the 
previous year Production of cigarettes fell 
from 11,635 million pieces to 11,253 
million pieies in 1990 91 showing a fall 
in capacity utilisation from 35 3 per cent 
to 34 5 per cent Production of paper con 
version products also fell to 8 90 tonnes 
from 9 33 tonnes in the previous year 

Profitability ratios improved con 
sidcrably during the year under review 
The gross return on net sales increased 
from 14 per cent to 24 78 per cent while 
the gross return on investment spurted to 
30 48 per cent fVom 1614 per cent T he 
net return on shareholder’s fund more 
than doubled from 15 12 per cent to 40 33 
per cent Investment to sales ratio .howecl 
improvement from I 15 I to I 23 I in 
1990-91 

The company achieved a good measure 
of success in tobacco exports, including 
export of non-traditional varieties fobac 
CO exports increased over seven fold to 
Rs 415 lakh during 1990-91 Although 
cigarette sales to West Asia suffered a 
set-back, the company seized the oppur 
tunity offered by the Russian market and 
merged exports significantly to Rs 157 
lakh Further, the company made a begin 
ning by exporting agri-products worth 


Ra 437 lakh to ^ropt and Um nr EMt. 
The thrust on otportt enabled the com¬ 
pany to increase aggregate export earning 
to Rs 1,009 lakh as against Rs 125 lakh 
in the previous year. 

Fun^ flow during the year under 
review was Rs 30.51 crore. The iniemal 
sources at Rs 30.51 crore formed 67 per 
cent of the total, while trade dues ac¬ 
counted for 29 per cent. This was mainly 
used for flnanemg investment m UT1 units 
which formed 45 per cent of assets for¬ 
mation Financing of inventory accounted 
for 35 per cent while gross fixed assets 
accounted for II per cent 

The company has identified certain 
conciete proposals for diversifying and m 
particular plans to widen its agn-business 
which IS regarded as highly profitable 


IN THE CAPITAL MARKET 


Cauvery EleetronicR 

CAUVtRY I-LHTRONICS, a running 
company belonging to the Bush group in 
the field of colour and B/ W TV sets, will 
enter the capital market on August 12, with 
a public issue of 18 20 lakh equity shares 
of R< 10 each ai a premium of Rs 5 each, 
aggregating Rs 27 f lakh 3 he company has 
an installed capacily to produce one lakh 
sets of black and white and colour televi¬ 
sion sets ai OIIX Flecironics Estate, 
(tandhinagar During the II month period 
ended February 1991 the turnover of the 
company at Rs tl 29 crorc showed a fall of 
24 per cent (on annuabsed basis) mainly due 
lo the general shrinking trend in the 
domestic market coupled wilh loss of pro¬ 
duction on account of rcstruciunng of pro¬ 
duction fatiliiies to cater to the export 
market ui western Europe During the year 
ended March 1990, the company had paid 
dividend at the rate of 25 per cent, amoun¬ 
ting to Rs 60 lakh 1 he paid up capital of 
the company as ai February 1991 amounted 
to Rs 64 lakh including preference share 
capital ol Rs 4 lakh Rescries and surplus 
sUKid at Rs 178 lakh The book value per 
share works oui at Rs 19 67 The borrow 
mg was Rs 613 lakh 1 he debt equity ratio 
was 2 73 I The interest coverage ratio was 
217 The total capital employed was 
Rs 1,394 lakh The gross fixed asset amoun¬ 
ted 10 Rs 632 lakh and accumulated 
depieciation was Rs 220 lakh The object 
of the present issue is to meet working 
capital needs of the company for ensuring 
smooth operation Besides, the company 
also plans lo use a small portion of the pre¬ 
sent issue fur financing various normal 
(apilal expenditure T he object of the isnic 
also includes listing of the share at Bombay 
and Ahmedabad slock exchanges The 
, roin has bagged an export order for SO^OOO 
IV u II and is reportedly n^otiating with 
a number of overseas agencies to incieaM 
espoiis It also plans to diversify tu acti¬ 
vities the company operates a sti^ which 
IS equipped with the most advanced Beta 
( am ediiing faalities and computerued 
animation system It also mcorpoiatet 
video to film conversion equipment. 
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Calcutta Diary 

AM 


Then is just one uneasy thought: After all this solemn drama of 
wholesale aipitulation in advance, suppose the Fund fails to 
cough up, or does not cougft up to the extent New Delhi hopes it 
will. Who then goes when? 


THOSE thirty-five economists, who 
wanted to say something different, cut a 
sorry figure Nothing behoves this nation 
as conformity does Editorial articles in 
the newspapers have a shrill, unifying 
theme Assorted once-advisers to former 
prime ministers, half-a-doren former 
governors of the Reserve Bank of India, 
superannuated politicians, superannuated 
danseuses, smugglers release] on parole, 
sports people who had perhaps come sixth 
or seventh in a heat of an Olympic event 
a score of years ago, congregate under the 
canopy It is almost as if another war is 
on against C hina or Pakistan, patriotic 
emotions gush In the evening cocktails 
in New Delhi or Bombay, painted ladies 
and their consorts experience a surge of 
empathy with each other, is it not a throb¬ 
bing historical occasion, all of them are 
in It together, there was no alternative to 
devaluation of the rupee, nor to recourse 
to the International Monetary Fund, the 
nation was living beyond its means, but 
Indians have that extra something in 
them, when the hour of crisis dawns, few 
amongst them are found wanting, they 
have proved the point, they have been 
unflinching in then resolution, the na 
lion’s sovereignty needed to be surren 
dered to the I und and the World Bank, 
the country’s interests demanded that this 
be done, servility, who does not know, is 
patriotism, love for the market, who does 
not know, is salvation 
Whoever disagrees does not quite 
belong Either he is not quite there, or he 
must have fallen prey to some utterly 
stupid alien ideolog> Fortunately, in 
stances of such waywardness are tew and 
far between When the crunch comes, 
even the parties in the opposition realise 
instinctively that they have to be on their 
best behaviour, one or two in camera ses 
sions with the prime minister and the 
finance minister, the opposition leadcis 
look suitably grave as they emerge from 
these sessions, it is not done to rock the 
boat at this critical juncture of the nation s 
life, politicians, the occasion demands, 
must behave like statesmen, the couniiv 
IS facing the direst peril, do not ask what 
the government can do for the opposiiion 
ask what the opposition can do for the 
government It would have been nice il 


there were prior consultations with them, 
It would have been nice if the IMF condi 
tionalities were divulged to them, you can 
not however accuse the country’s loyal op 
position of being bereft of either niaturih 
or patriotism the pooi finance ministci 
himself has perhaps not been informed 
fully about these conditions, they are 
unending Be that as it may, the nation 
must be in it together, one or two amongst 
the members of the opposition even deem 
It proper to call on the lady with the dark 
glasses at number 10, Jan Path 

Whoever is not with us is against us 
There cannot be any joining of issues, 
consensus has already decided the matter 
devaluation was unavoidable, going to the 
Fund was equally unavoidable The living 
beyond the means phase in the nation’s 
life must end, each one of us has now to 
strive for the economy attaining the 
highest level of efficiency The newest 
adjective to make the grade is ‘vibrant’ 
Whoever questions the devaluation and 
the capitulation to the Fund conditiona 
lities IS ipso JoLio against a vibrant 
economy Such a person is, bv consensus, 
an enemy of the nation Liquidate him, 
cither for his bad economics or his bad 
veisc 

In this cacophony, the essential point 
IS missed Perhaps it was always the in 
tention that the point be missed Running 
to the Fund and the World Bank and sign 
ing on the dotted line do not signify self 
abnegation, but precisely its reverse Those 
who matter in this nation arc determined 
to eschew the path of independent econo 
mic development Thej cannot do without 
foreign goodies, they will not economise 
on the use of foreign exchange A default 
in servicing outstanJing obligations on 
account ol past debts would have endan 
geted the unmtciuiptcd flow of loicign ex 
change That pciil had lo be asotded at 
all cost I adics m ilic coi ktail circuit have 
nothing lo woiis about the IMI condi 
iionalitics will not iiiconvciiicnct them 
Swings and loiind ibcnits then fathers and 
uisbands iiul i iraniours will extract 
abulous picnii 1 liom ihc sale ol cxini 
scrips in the oficn market, the demise 
of CCS IS more than bearable The 
lureigiicis who will hcnccloith lake charge 
of our destiny arc o lull ol exciting no 


tions; they will teach us to accept the 
quiAtMiential reality of the market, of 
what we called till yesterday the black 
market, which brings supply and demand 
into equibbnum, equilibrium is tranquilli¬ 
ty, It IS Euler's Theorem eliminating the 
scope of factor exploitation 

The fallacy has a class bias II is simply 
not true that the nation as a whole has 
been living beyond its means It is only 
a minor segment of the nation, the top¬ 
most decile, which has lived it up since 
that egregious doctrine of borrow and 
spend, borrow again and spend again, 
became oilicial policj m the eighties The 
lorthcommg cciemons of lightening the 
belt, promised to be as impressive a spec 
lacle as tiooping the colour outside of 
Buckingham Palace one pariicular das m 
the year, will not howevci ailed the iich 
Because the government ihcv control have 
delivered the country to the Fund and the 
Bank, they will be let oft True, ihe in 
crease m the rupee cost of imports conse 
quent to dcsaluation will hurt some of 
them at some places there w.P however 
be compensations elsewhere I lod and 
fertilisers subsidies both of which add to 
the coffers of big farmers and rich pea¬ 
sants, can be expected to be kept out of 
harm’s way And alteady thcr. is talk of 
some of the export subsidy being exemp¬ 
ted from the ambit of the new trade policy 
Since the Five Year Plan is to be shelved, 
and onlv an apology of an Annual Plan 
will do duty, development outlays can be 
pruned on the quiet to the extent of two 
thousand five hundred lo three thousand 
crore of rupees Additional revenue of 
around a couple of thousand rupees can 
be raised by excise imposts on essential ar 
tides and key intermediates Scaling down 
the fiscal deficit to this extent should for 
the present piopitiatc the foreign masters 
It could he explained to them that given 
Ihe susceptibilities ol mternaiional arma 
ment merchants and commission agents. 
It would be unwise to reduce defence spen 
ding that would also not go down well 
with the Vishwa Hindu Parishad brigands, 
who have to be kept in good humoiii T he 
inextricable interielationsliip between 
defence preparedness and inicrnal security 
cannot be ignored either Ihe nuclear 
lobby too will heave a smh ol idicl 

I he economising will mosils target on 
outlaw intended lo provide iclicl lo the 
pool and middi classes Linployiiicnt 
creating tiiial woik> will be mcrcilesslv 
slashed the middav meal and similar 
othci nuiitiionai schemes will be piuncxl 
the public distribution svstem caictiiig to 
ihc wot king class and the urban pooi will 
he laiionaliscd. literacy and educational 
programmes will receive a heavy battering 
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Power rates for noit'bulk consumers will 
be raised, and subsidised public transport, 
a scandalous luxury the indigent sections 
had been privileged to enjoy so long, will 
be brought to an end A fair number of 
public seaor units, assiduously built over 
the period when hveslia was nut yet awart 
of the facts of life, will be dismantled, it 
not, a si/eablc chunk of their shaics will 
be disposed of in the open market Either 
stratagem will help to narrow the fiscal 
gap Ihe banks and financial institutions 
will be put up lor part sale, thereby let 
ching some moit nionts tor closing the 
income exjicndiiuic hiatus m govuiimerii 
accounts 

The r und and the Bank are agreed that 
no duett taxcc be impose d on the affluent 
classes 1 he latai will thcrefoic he left free 
toenjov thtir foreign exchange aflotments 
Ambrosia tor the gods doltais and 
deutsche maiks tor India’s indolent set 
A few import based and small scale units 
they manage will go to the wail, but the 
expansion of ihe compradoi sector now 
that private foreign investments art, at 
cording to the finance minister, to pour 
in, will hopefully make up tor all that For 
since Indians too are going to be maiket 
loving, and all ceilings and regulations will 
be eliminated, there is little reason why the 
transnational corpoiations will not begin 
to feel comfoi tabic here ( ontidenl pre 
dictions have alieadv been torthcoming 
from the most wist quarters two to three 
billion dollars worth of foreign private in 
vestment might start flowing in each year 
If such predictions are slightly oil beam. 
It IS because of the exmemtnt of the 
season The current annual intake of 
private foreign capital is less than oiu 
hundred million dollars Even wcic New 
E>elhi to deregulate all controls, scrap 
MRTPA and IDRA and FFRA meekly 
give up on the issue ot patents and in 
telletlual pioperiy rights a iwenis or 
thuly fold incicasc nvti night in private 
foreign lapital inflow could still bt a 
pipedream Inve lors from iich foieign 
lands ait wont to considci the political 
and culinrai ambience of the countries 
that invitt them to go in Thtv aie not 
ignoianiuscs I will get to know about 
Punjab Kashmit and ^ssam, about the 
Swedish cngineci the Isiacli tourist and 
Strgtt (mtschenko Ihcv wilt also, test 
assund, lie inlorintd about the riots Itkclv 
to occur actos' tlu length and bre tdth of 
the country tollowing the hike in piiccs 
ol esstntial t4)nsumcr ai tides and key in 
termediatc products so as to satisfy the 
F und conditionalities Devaluation in any 
event will steeply raise the lupec tost ol 
all imports, and the latter will go up in 
volume because that is one ot the things 


the Fund and the Bank have been insisting 
upon The dodble-digit inflation will 
therefore assume a runaway form As the 
Finance mmister has torewamed, unemployc 
ment will increase once outlays are cut 
back Stiff anti trade union laws, to be 
placed on the anvil in accordance with 
F und Bank wishes, will additionally con 
tribute to the fun 

In the quaiter of a century since 1966, 
the Indian rupee has depreciated to the 
extent ol at least three hundred pet cent 
Exports as a proportion either ol the 
country s national income or ot Ihe total 
volume of global trade have hardly show 
ed any improvement though An occa 
sional spurt in exports in individual years 
has been on account ot special circum 
stances, the depreciating ru|iee has had lit 
tie to do with It Many brave words were 
spoken in 1966, the same words arc being 
repeated now by officialdom, but the con 
lidence behind the words seems to be 
wavering, and for good reason Confor 
hiitv IS not by itself enough Piiws have 
already started to rise on a wide front Ex 
purl optimism in this situation is of as 
hide relevance as a nonagenarian s carnal 
desires Assuming the Fund releases Ihe 
eagerly sought foreign exchange, that will 
go to meet the servicing burden ol past 
debts and to foot the bill ot libeialiscd im 
ports Ihe Indian ruling class will tern 
porarily re experience tlie bonanza of Ihe 
mid eighties I he more things change the 
mote however they will remain the same 
The stuck of foreign exchange will once 
more be run through in thiee to loui 
years' time By then, (he internal political 
crisis will deepen At that stage, alongside 
impoituning fin (her foreign exchange, the 
nations ruling class will also perhaps 
beseech the induction ol torcign troops 
without which It will be impossible to put 
down the itisuigencics teaiinp their head 
one ailei another 

For the past several decades the whole 
ol I dim Ameiiea has been the cxelusice 
theatre of operations loi the I und and the 
Bank I here is not one success slots iIhv 
can quote lor each and every Latin 
cVincrican nation, the debt crisis has 
grown more and moie intiactable And 
since I und Bank picM ii|>tions do not 
change the pool are bung squeezed out 
ol txisltnei The rich set heiwever survive 
and piospei I here are also other victories 
notched up I sen Nieaiagua has been 
salvaged in Ihe nick ol time Fidel Castros 
dav are nuinheied you onlv have to lead 
/ Msiia which Ihesi days contains all the 
news 

So what It IS an inipicssive coup the 
I und Bank esiabiishnicnt and their native 
collabotators have pulled oil C handia 


Shekhar had his bfe’s ambition fuiflIltNI, 
he and his rinan« minister did not hive 
a clue what their appointees were plotting, 
the latter did not feel the necessity to tell 
them, they had. like the chief election 
Lommissionec, a direct line to Rashtrapati 
Bhavan The new government is in a 
minority, so what, none will dare to vote 
It out Asides, no risk is being taken, the 
Lok Sabha will be presented with a series 
of fait accompli A subjugated nation 
cannot afford the luxury of democratic 
pretensions Please do not ask the point¬ 
less question whether no alternative was 
available to the nation, whether curtail¬ 
ing imports to the extent ol around 4 per 
cent of national income and restructuring 
the economy on the basis of domestic 
teehnology, domestic resources and 
domestic market demand are non feasible 
propositions The alternative available to 
the nation was not acceptable to the ruling 
class, period Self reliance is an unprac 
tical word, it goes against class interests 
We must globalise, and must learn to be 
market loving The loss ol Irccdom is a 
small price to pay tor that glotious 
thraldom The loss of freedom does not 
hurt the top decile it hurts only the poor 
The budget says it all or nearly all 
There is just one uneasy thought Alter 
this solemn drama of wholesale capitula 
tion in advance, suppose the I und lads lo 
cough up, or docs not cough up 'o Ihe ex 
tent New Delhi hopes it will’ Who then 
goes where’ 
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RANDOM REFLECTIONS 


Two of the Three Faces of Capitalism 

Arun Ghosh 


How does one provide employment and a minimum income to 
every adult member of the workforce? That is the most important 
problem to which our policies must be directed in the coming 
years 


ONE has to take one’s hat off to the (unc 
tioning of the democratic system—as far 
as the media are concerned —in the US\ 
There still exist papers and journals which 
are no respectors ol personalities the im 
posing facades of the so tailed institutions 
upholding democratic tiadilions (in par 
ticular, the law enforcing machinery) oi 
the working of the corporate system and 
the functioning of the economy Ihke but 
two samples The Business Week 
(McGraw Hill, New ^ork) datelined 
February 25, 1991, has this to say about 
‘he Gulf War and on the US government 
plans (or a reduction in the consumption 
of fossil fuels “The Gulf Wai is in large 
measure about access to oil And 
volatile energy pnees have ukeii motorists 
on a SIX month roller coaster ndc and 
pushed some US airlines into bankrupt 
cy fur the most part Bush simply 
wants markets to control energy price and 
supply And as long as pnees aie lelatively 
low and supplies plentiful that seems to 
suit yoters ‘Americans regard cheap 
gasoline as a birth right says Robert Lbel 
sice pitsident at Dallas energy company 
E nscrch C orp 

Nobody would accuse the Business Week 
of being a radical papei but you have the 
above piece from a team of (our experts 
Peter Hong and Howard (ileekman; with 
Tim Stewart, in Washington and Robcii 
Budert in New York They have, well after 
the Gulf >Var was won resoundingly (at 
little cost to the US taxpayer, and with 
considerable gain to the US armaments 
industry), blown the lid about the ra 
tionale behind the US imei vention in west 
Asia late last year Several wnters in India 
have also made bold to say so, but have 
been accused of being anti>American by 
persuasion I am merely quoting four 
Americans writing in an otherwise con 
ventional American journal 

The sad fact is that after the Gulf War 
was won, and oil prices plummeted, the 
energy conservation measures (in the US) 
which had been proposed earlier—again 
1 quote from the same article in the 
Business Week of February 2S—and 
which are now in dispute are 
—Mandating a 40 per cent rise in corporate 


average fuel cconuiny standards for car 
makers (eslim iiid savings 2 S million barnls 
of oil a day bs 2(X)S) 

—f stablishing an energy conservation standard 
lot electric lights (csiimaiedsasings Nppiox 
imaieiv $ tfOd million per year) 
t-xempimg tiicigy cfficKncv lebales given by 
public utilities tiom 1 ivauon (estimated sas 
mgs 7 billion lo 10 billion kilowatt bouis per 
vear) 

Ci'anling n\ citdiis lor electricity produc 
id bv such renew ibic sources as so|ar I her 
mal gtn ibirinil wind photo volta c oi 
biomas methods (istimaled savings 670000 
barrels of oil per d ly by 2000) 
t rialinga lund it tininci energy irfieienty 
piogiammt foi (tdei il lacililies (ceiimiicd 
savings S 1 S bilinn over 10 sears) 

(StHiixt Data 1 niry,v Dcpirtmcnl Albxnii 
lo ‘'ave f ncigy BW) 

Of course we in (ndid uuglii to hast 
woken up to the need lor energy coiiser 
sation long ago and the sad fact is that 
fur quite some time the government at the 
centre has been concerned not with na 
tionai prioiities bul the immediate task of 
Its own survival However that is a 
separate matter and wc ate at the moment 
discussing a world issue not an issue of 
importance to the Indian economy 


And now the second sample In two 
issues (datelined July 17 and July 24, 
1989), the New Yorker has published an 
account from A Reporter at Large on "Big 
Sugar’, the report being Tiled by Alec 
Wilkinson The condition of the workers 
on the plantations of the United States 
Sugar Corporation (at A/ucar and 
Clewiston, Florida) are what can only be 
described in our terminology as those of 
'bonded labour’, drawn from as far as 
Alabama Mississippi, and emigrants 
from Ham and Jamaica Let me cite the 
fate ol )ust one worker (Allen Slayton of 
luscaloosa, Alabama) as reported by 
Wilkinson (this happened in J94I, but the 
same story has been repeated in the 
1980s) 

A man lium Ihc sugai company told 
Slivion he would mike (hiiiv dollars a week 
III th* cane tields tie Itli lusciloosa with 
othei leeruils m i (ruck piovided by the com 
pans II two in ihc aflcrniMiii Thev were given 
ihcii iirsi food ihi next evening 11 c follow 
mg nighi ihev goi more 1 he ne i t ternoon, 
thev arrived at f Icwivion whe e icy were 
lold lhai cich of ihcni owed the lompany 
Cl) hi dollais fui the ndc In addition caiA 
wiv ch need yevcniy five itniv for a blanket, 
fills lot a cane knife ind ihiiiv toi a tile 
Moiiiingv they were ion d ai three thirty 
given a small break! ivi ind lakeii to the 
fields al font thirty At eleven thirty they 
were given a short break then worked until 
daik Slayton was pud i dollai eighty lor 
his iirsi few days then two dollars foi a 
couple of days ilieii i dollar (weniy The 
watei supplied in the tields was dirty lor 
litsh water the cutters p iid the eonijiany live 
cents a gallon I hey w irked every d iv ol the 
iitxl several weeks W iid pissed imong them 
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that the> would bt kilkd if ih«v were caught 
irving to escape and that il they made it to 
the road they would be ai rested tor vagrancy 
and put into jail Slayton asked the super 
visor it he could leave the^supervisor tried 
to discourage hii i Slayton was bitten on the 
hand by a snake or a spider and became 
inltctid For Tour days he asked to see a 
doctor but was ignored His hands were 
swollen md he could not work Another cut 
icr trying to treat him cut open one ol his 
hands and Slayton was then taken to a doe 
tor Slayton s sister drovt from TUscatoosa to 
get him Slayton asked again if he could 
leave I he supervisor asked it he planned to 
leave all this liec doctoring behind and then 
said he could go Nine other cutters slipped 
out through one ol the lields and joined 
Slayton and his sister in her car 
This ssds in l<MI But story alter story, 
ilown to the I98(K—the* last story is 
datclined 1983—the story remains much 
the same but tor the increase in wage rates 
except that though the workers are sup 
posed to be paid by the day actually the*) 
ate given piece rates, and the untrained US 
workers get much less than they are pro 
mised and arc sacked without any notice 
as stKin as a trained Jamaican is available 
to replace him I et me end with another 
quotation trom W ilkinson indicating the 
present state ol al lairs 
tkhen the cutters leave the hus foi the fields 
in the moining the stais arc out Fug 
blankets the ticlds and the headlands the 
road ahead and behind and the ditches it 
looks like mist rising from the surface ol a 
lake and it looks as il the fields were s'cam 
mg It IS too c irlv lor buds 1 he only sounds 
are the ones iht cutters make Sweat rise 
from then shoulders and backs like vapour 
from the back of a horse I he pushei shouts 
Cm that stubble pile that cane good Ton 
much siiihble Gel ihai stubble man Do 
good woik Cut that lop man It gci you 
waim inaininute Ycih veah veah Asihey 
mosc down the lows ihcy lust become 
shadows then disippeai into ihc misi 

Il IS a litile suiprisirig that the above 
situation continues in the US cscii lodav 
pci haps such labour is cheapci than the 
use of a combine harvester Oi perhaps 
a combine liarsester cannot be used in the 
otheiwisc sset sugai fields Anyhosv, the 
conditions ol coal miner, in wesi Virginia 
are not much bcttci though they arc pio 
babis better paid (when they can get 
woik) 

I have given a fairly estensisc quoianon 
because reading W ilkinson s description 
one IS icmindcd ut the human wreckages 
ot the 19th century Britain immortalised 
in the works ot Dickens It is lor this 
system that (lorhachev appears to have 
opted to improve the productivity ol 
labour in the USSR, in place of the 
Khrushchev type reform of the system 
attempted in the WSOs It is lor this system 
that the World Bank and the IMI appear 


to be pushing the Idea of trade reform in 
India The only trouble is that the US— 
which IS supposed to be the bastion of 
both capitalism and democracy—does not 
believe in free trade, except in items in 
which It has a competitive edge It has a 
well established policy of allowing selec¬ 
tive quotas for sugar imports—and the 
basis for allocating these quotas is partly 
political and partly which lobby pays more 
to the decision-makers—and it has never 
agreed to free trade in textiles and 
garments, for which again it has a system 
of quotas The same applies to lapanese 
motor vehicles, and a lot .of other 
products 

Productivity of labour is, hereafter, 
going to be very difficult to measure 
because with scientific progress, very 
soon robots can perform all dillicult 
manual operations, and genetic mutations 
can altci productivity ol the farm in a 
manner which will totally divoice output 
from human labour The Marxian ideal 
of plentftude in regaid to tmienal output 
IS likely to be achieved bv the capitalist 
system in the not too-distant future But 
has the system found an answer to the 
problem of distribution of that output’’ 
Also, of getting over the problem of 
exhaustion oi the finite (exhaustible) 
natural resources of this planet’’ Maybe 
science can find an answer to that also 
but It IS yet to locus its attention on the 
problem of the degradation of the en 
vifonment, the destruction of the ecology 
in large parts of the world, the sub human 
condition under which some two thirds 
(OI more) of the world's population lives 
It IS easy for us to condemn the desti uc 
tion of ram forests tn Brazil, but people 
m Brazil also must eat, and they need new 
farmland 

1 he failure of socialism -in eastern 
Lurope can be traced to bureautmiiwlion 
of the system The protagonists of 
lapitalism are happy, but unforlunatelv 
the Adam Smithun ‘invisible hand' which 
IS what the supporters of the systr n 
praise is nowhere in evidence today Th re 
IS really little or no genuine competition, 
and increasingly, there is a distancing of 
pioduction operations from the popula 
tion at large And since free movement of 
labour across countries— and now, uiiioi 
luiiately, even within the country—is now 
a distant dream, one has to sit down and 
think how does one provide employment 
and a minimum income to every adult 
member ol the workforce’’ 

1 hat may not be i problem in a highly 
developed society with a social security 
system though the article in the New 
Yorker does not seem to suggest that such 
IS the case But in India, that is the most 
important problem (and, regrettably, even 


in developed countrkn Hke die US, thoo^ 
for a small |»n of the population). Bveiy 
citizen of this country has a right to have 
a home, education, good hddth, a decent 
income. It is this pnonty which must 
inform our pofacy m the coming years, and 
not a policy that may have worked to the 
advantage of some country, somewhere in 
the world I need hsAdly repeat myself on 
how precisely we can set about achieving 
the goal that we must set ourselves 
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COMMENTARY 


Workers against Privatisation 

Mukul 


The manner in which (he ownership of the UP State Cement 
Corporation with vast assets has been transferred to the Dalmia 
Industries and the subsequent firing on workers protesting the 
move at the Dalla plant may well become the focal point for 
labour unions to organise against the trend towards privatisation. 


THE privatisation ol the U P State Ce¬ 
ment Corpoiation with factories at Dalla, 
Churl> and Chunar and the subsequent 
firing at Dalla on June 2, 1991, have 
become topics ol debate nation-wide It 
IS perhaps for the first time in the in¬ 
dustrial history of independent India that 
at least a dozen workers were killed and 
many more seriously injured while pro¬ 
testing against ihe lorcible take ovei of a 
government lactory by a private industrial 
concern A large numbei of workeis and 
their laniilies have still not returned to 
then colonics, leanngairests, government 
oppicssion and othei suppressive measures. 
1 his IS one ol the reasons why the exact 
number of workers killed is not yet 
known 

Alter thi police firing outside Dalla 
cement lactoiy on June 2, the work at all 
the three lactones have come to a stand¬ 
still I he workers and officials ol Dalla 
lactory are on strike and those of C hurk 
have stopped coming to work And since 
the Chunai factory is a supplementary 
unit of Dalla and Churk, involved with 
grinding ol the products manufactured, 
the work here has also stopped The 
cement factory complexes of Dalla and 
Churk have viitually become police bar- 
lacks Workers' colonics wear a deserted 
look with locked homes and the con^ant 
PAC vigilance has cieated an atmosphere 
ol tear The local administration and 
police have issued warrants for the arrests 
ol a large numbei of workers On the 
other hand, Sanjay' Dalmia Industries, 
which now controls the closed factory, is 
making all out efforts, includin&threaicn- 
mg woi kers and attempting to bribe them 
with the help ol the local police administ¬ 
ration, to restart work at the factory The 
firing at Dalla, has spuired the workeis 
of the corporation and a joint action com¬ 
mittee has been formed of most of the ce¬ 
ment workers unions A new situation of 
confrontation seems to be deve^pmg now 

The U P State Cement Corporation 
(UPSCCL) IS the only state sector com¬ 
pany operating large cement plantain 


India Cement factories are located at 
Dalla, Churk and Chunar Dalla and 
Churk are in the newly constituted district 
of Sonebhadra and C hunai is in Mirzapur 
district. Ihe first lactoiy was established 
at Churk in 1954 and the second at Dalla 
in 1962 The corporation was formed in 
1972 and registered .is a public limited 
company in Maich it took ovei the two 
state govccnmeni cement factories at 
Churk and Dalla These are composite 
units based on the obsolete wet process 
technology The kajarhat Chunai cement 
project (based on new dry process tech¬ 
nology) taken up by the lorporation after 
Its lot mat ion, is a spin location plant, 
having Its clinker production kilns at 
Kajarhat (Dalla) and cement grinding unit 
of Chunar. Viewed in terms of installed 
capacity, the corporation is the third 
largest cement manulacturer in the coun¬ 
try after ACC and C Cl 

According to vitlicial figures, the 
number of workers in Churk, Dalla and 
Chunar factories is respectively 1,313, 
2,043 and 1,107 But a large number of 
workers, around 3,0(X), are on the muster 
roll or are casuals 

The UPSCCL has incurred heavy losses, 
of the order of Rs 155 crore vis-a-vis an 
equity of Rs 1 ciorc during the past seven 
years The reasons foi this dismal perfor¬ 
mance have been many but the main one 
IS the very poor utilisation of capacity 
which in 1990-91 was a mere 30 to 35 per 
cent This is against iht capacity utilisa¬ 
tion ranging lioni 90 to 110 per cent in 
new cement plants and the national 
average being 74 to 78 per cent The total 
liability of the corporation on account of 
repayment ol loans and payment of in¬ 
terest to the linanc al institutions and 
banks was ol the ordci of Rs 115 crore. 
Besides, the lorpoiaiion had net current 
liabilities of Ks croic, of which the 
majpi portion was govcinment dues on 
account ol sales tax, railway freight, 
power, coal, slag, cement requation ac¬ 
count etc. 

Mirrapur, it must be mentioned here 


has abundant mineiU resources as well 
raw materials required for the cement 
factory—limestone and coal. Limestone, 
coal and the mam raw material in the 
form of slag (which basically contains 
iron) are available at a much cheaper rate 
here than in other regions There are no 
problems in the supply of electricity 
Similarly there is no dearth ol a market 
for cement 

There are surprisingly, no ollicial facts 
about the heavy losses incurred by the cor¬ 
poration In spite of a long history ol loss, 
the U P government has never felt the 
need to constitute a committee to look 
into and analyse the various reasons for 
the loss 

AtCOUNIINl. lOR lossis 

The lactoiy at Churk uses only the 
obsolete wet process technology for the 
manufactuieol cement Dalla has plants 
which use both the wet and dry process 
technology 1 he wet procc-ss not op'v leads 
to more consumption ol coal, elev ncitv 
and raw materials thus raising the i» >duc- 
tion cost, but also limits the production 
capacity Most cement factories in the 
country have discarded the obsolete wet 
piocess in lavoui of the div process tech¬ 
nology Because ot numerous technical 
faults the dry plant in Dalla started in 
1984 could never exceed 50 per cent ol its 
rated capacity Senior scientists and 
technicians ot the lactoiv allege that not 
even a trial run has been done at maxi¬ 
mum capacity. Moreover, in both dry and 
wet process, tlie last stage ol cement pro¬ 
duction requires the use of last cooling 
system technology If the cooling system 
IS not cfliciem. the quality and output of 
cement is reduced Cement lactones ol 
both Dalla ,ind (Iniik have ineflicient 
cooling systems 

Sinrlarly, the decision ot the corpora¬ 
tion to in .tail a wet piocess technology 
plant at Dalla under the katarhat Chunar 
cement piojeci and a grinding plant at 
Chunai, is said to have been unsound 
This spill location project is such that the 
raw material prepared at Dalla and Churk 
IS sent 10 Chunar which is about 75 km 
and 90 km away (■’(i.n the two places res 
pectively only lor the grinding purpose 
This increases the piodiiction cost greatly 
and also leads to a numbei of techno¬ 
logical problems Souices at the factory 
reveal that duiing the Congress reign, 
pressure from local political levels lead to 
the establishment of the grmding unit at 
Chunar which otherwise would have been 
constructed along with Dalla and Churk 
factones 
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Poor management and corruption at 
the top level aic also responsible lor the 
loss Out ol IS directors on the board, five 
aie nominated b> the govciHor, two bv 
hnancial institutions and eight aie elected 
by the board/sliareholders None of them 
arc lull time liinctional directors with pto 
lessioiial qualilicaiion and relevant exper 
Use lor example, one ol fa Cl ol IPStadre 
was woiking as director (marketing) in ad 
dition to his wholetimc appointment as 
( MD ol II I’ Slate Mineials Oevelopinenl 
C oiporation It is also widelv alleged that 
the top level is alwavs dominated bv the 
IAS who have been unskilled and inelli 
Lient trom the technii..tl point ol view and 
have also been coirupi 

it IS signiluaivt in this context that 
labout unions ol the coipoiaiton, have 
been highlighting coiiuption and iiiegula 
ritics ol the otiuials.and have cUarlv 
demanded action against some olficials 
The documents and memoranda of the 
laboiii unions also leveal niegiilaiitics in 
the coipoiation I or example, a protect to 
install a mini cement plant m Dehradun 
was started and altei nicurting lieavs ex 
pendituie, was shelved No aiiion has 
bt'en taken against those responsible toi 
the failure of the project Similailv lakhs 
of I upces were spent on a proposed cen 
tral office at Vaianasi, which is vet to be 
opened 1 heie have been numerous other 
irregiilaiities and cleai instances of lam 
pant corruption An advance pavment ol 
Rs 2,K0,()<K) (all ol it asjcommission) was 
made lor tin purchase ol a wagon tipler 
at Chunar which cost Rs I 4 cruic Hut 
even before the tipici was installed, the 
coiporaiioii had started piocedurcs to sell 
It, because appaientiv it h.id no use lor 
the same Ihousands ol tons ol clinker 
have been sold illegallv to pnvatc in 
dustries < ement woith Rs 1 crort was 
supplied to a private conipanv without 
any advance payment and lakhs ol riipec-s 
have been given as commission There 
have been large scale niegularities in elec 
tricity consumption and pavment ol elec 
iricity bills Maintenance and icpair ol the 
plant machines has been neglected as a 
result ol which iheie have been a numbei 
ol industrial .ii cidents Nor has ihere been 
anv attempt to replace worn out machines 
which make loi low produclion*lnieiesi 
iiU’ly, the state goveiniiicnt consumes SO 
pei cent ol the production of the corpoia 
non, busing it ai pinescoiisiderablv lower 
than the maiket price No attempt has 
been maJv bv the goveiiiment to look at 
these iiregulaiiiics and anomalies, or 
bring lOriupi ollici.ils to book 

I’KIVVIlSXimS Ol f OKPOKMION 

\Voikcrs ol the onpoiation came to 
know ol the piivaiisaiioii plans onlv when 


the government i«&ued a press release in¬ 
viting private companies to come forward 
Ftll date there have been no consultations 
on this issue with the workers, officers or 
the unions The state government press 
icicase on May 1,1990 invited desirous en¬ 
trepreneurs lor discussions on privatisa¬ 
tion ol the coiporation. A few proposals 
came including one from the employees 
to run the corporation as an employees co 
opciative as well as oilers from central 
government owned Cement C orporaiion 
of India and other private industrialists 
like AC C , Ciujaiat Ambuja, Modi Cement 
and Dalmia Industiics After examining 
the vaiious proposals the government 
decided to accept the prupos<il from Sanjav 
Ualniia Industries, and an MOU was sign 
ed between the state government and 
Dalmia Industiics in li>bruary 1991 
The mam feature ol the MOU are 
Dalmias will take over the management 
ol the corjwration on ‘as is where is’ basis, 
the lotnt venture between state govern 
ment and Dalmia Industries will be in the 
latio ol 49 ‘il, SI per cent shares ol the 
coiporation with a face value ol Rs 100 
pel share were ollered to the Dalmia In 
dusiiies and 12 other companies under the 
management ol the Dalmias at an actual 
pjicc ol Rs 7S per share, totalling Rs 7S I? 
croie The pavment terms bv the Dalmia 
Industries were as under at the time ol 
signing the agreement Rs I cioic, alter 
three inonrhs Rs 2 ciore, alter six months 
Rs 2 ciorc, the balance account .'ts nun 
tioned above will be icinvested by the slate 
government m the UPSC ( in loans 
debentures caitying iiiteiest at 12 per cent 
per annum to be redeemed m live years 
in ccjual instalments, whenever the state 
government wishes to disinvest the 
balance 49 pei cent share in the loint ven 
lure, the Dalmias will have the first right 
to purchase at an agreed price at that time 
F uiihei all employees of the UPSC t will 
be taken over by the joint venture on ‘as 
IS where is’ basis, the stale government will 
a|>point the chairman and three othei 
directors while Dalmia industries will ap 
point a managing directoi and lour other 
diieciors, the Dalmias will run the plant 
as a cement unit tor a miniiiiurn period 
ol live vcais, internal and external 
audiiois ol the joint venture will be ap 
pointed in consultation with the state 
goveinnient, the joint ventuic will have 
sales tax determent for live years which 
will be paid in live equal annual mstal 
meins aliei a three year holiday, all lia 
biliiics due to the state government agen 
cies, exceeding Rs 2 crore, lor a total sum 
ol Rs 2^ croit are to be rescheduled with 
a moraioiium ol three years followed by 
repayment in live years carrying interest 
at 12 per cent per annum, a rebate ol T 


per cent will be fev timdy pajmeaM: 
contingent liabilities of Rs 1.4 crore to the 
sales lax department and Rs II lakh 
towards stamp duty shall be waivnJ; ail 
sales tax cases of the past will be drop¬ 
ped, all other contingent liabilities will be 
paid by me state government; flnandal in¬ 
stitutions and banks having stake in the 
UPSC'C' will be requested to provide all 
facilities ol a sick company to the joint 
venture 

The main physical assets of the corpo¬ 
ration arc land, building and machines. 
Firstly, Dalmia Industiics gets a plant of 
insallcd capacity ol 16.80 lakh MT for 
olmker and 2S 60 lakh M7 for cement at 
a total cost ol Rs 26 12 crore, which will 
otherwise cost nearly Rs ^00 crore (assum¬ 
ing capital cost Rs 2,(X)0 per M1 at cur¬ 
rent prices) Dalmias gets H S sq km of 
land estimated at Rs ITS crotc at the rate 
ol Rs 100 per square metre There are 
S,(XX) residential units at Rs 55 crore. 
I heic arc three limestone mines covering 
an area ol W sq km with mining rights 
l(>i another 40 veais Average production 
ot limestone is 2 lakh MT per month Fhe 
joim veniiire has a long leim contract for 
slag with Bokaro Steels lor 20 years from 
1984 at prices prevailing in 1984 

Besides ihesc visible assets, mere are 
mans invisible assets in the loim ol con¬ 
cession ollcrcd bv the government In this 
contexi a sludv by the cvonuimst DahpS 
Swains IS signituani According to this 
studv, the cm tent sales tax is about Rs 35 
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oun;. laai me wies lax le- 

mains at the level of Rs 3S croie for two 
vears and then goes up to R»40 crore as 
production increases, the present dis¬ 
counted value of inteiesi benefit ol this 
determent is estimated at Rs 194 33 crore" 
Further, “the value of the corporation in 
V isiblc and invisible assets comes to Rs 421 
crore I his amount is made up of Rs 135 
croic lor land, Rs 5S crore tor buildings, 
Rs 24 83 ciore tor mining rights, Rs 194 33 
urore tor sales tax determent benefit, 
Rs 7 2 crore toi moratorium on liabilities 
to govcinmeni agencies, Rs 3 65 cioie for 
merest benelii on inslatment payments, 
Rs I 40 crore toi waiver of sales tax, and 
Rs 0II ciore lor waiver ot stamp duty li 
ihould be emphasised that this is the 
iiinimum value ot the corporation’s 
isscts, because many othei assets like 
iidchines and liirnituro arc excluded trom 
lie calculation and the sales tax determent 
^enitii Is estimated at conservative levels 
.It pioduction I he corporation’s total 
labilities on accotini oi repayment ol in 
crest to the linancial institutions and 
isanks 1 ^ Rs 115 cunc This amount should 
ibvioiislv be deducted liom the curicnt 
'iiaiket value ol assets Ivillowing ihis pro 
.eduic one eels iht corporaiion’s nti 
assets value al Rs 306 croic This is the 
naikci value ol ihc UI’SC C ai which ii 
should have been pinaiiscd But the 
valuation <0 ''u UPSc (’s assets is based 
an iht paid up ..apilal (book value) ol the 
,uipoiatioii which IS shown in the books 
IS Rs 6h 28 cioie, a sum picsumablv in 
tiall> eoiuiibuted b> the state government 
n 1972 I his anaiunt is adiusted down 
Aaid b\ 75 pt-r icnt to Rs 51 21 crore in 
view of the dcptcciaiion ot the corpoia 
aoiis lived assets The Dalmia’s 51 per 
.eni shaic n ihi*n estimated at Rs 26 12 
.rorc 

li iv .dsvi igniticant 'hat a 'hare valua 
:ioii icpciit wa pitpaicd lor the lont 
panv’v employees by S K Ahuja and 
Associates, Kanpui, lecogmsed by IDBI 
and government of India (he value ot 
:ach share of Rs 100 comes to Rs 288 Ac 
.ordiiig to C hurl Adhikari kalvan Samiti 
various concessions and faciliiies have 
tiecn provided to Dalmias at a cost ol 
Rs 55 (X) only per share, whcrcas.ihc value 
yf facilities provided actually come to 
Rs 270 cioie, whuli would come to about 
Rs 200 tier shaie Ihus each shaic ol 
Rs 100 has 1 market value ot Rs 488 00 
;Rs 288 1 Rs 200) 

Soon after the ptivatisation moves 
became public labour unions m the corpo 
'ation - (here aic nine in all ol which 
AIIUC, BMS, HMS, and CHU are 
prominent -independently started oigaiii 
ting protest, distributing a senes ol pam 
phlels, posters, and memorandums, and 


notaing anarnas, demomtntions. at& 
Simultaneously they also filed a writ peti¬ 
tion against the privatisation move in the 
Allahabad High Court 
It IS interesting to take a look at the 
order of the court against the privatisa¬ 
tion and the response of the govemmoit, 
local administration and Dalmia Indus¬ 
tries The high court gave a suy order on 
October 16, 1990 stating, “..aintil further 
orders, the tinal implementation of the 
decision to hand over the factories run by 
the corporation shall remain stayed dunng 
pendency of the writ petition However, 
in the meantime other formalities may be 
completed” But the UP swte government 
undei the leadership ol Mulayam Singh 
Yadav was intciestcd in going ahead with 
privatisation quickly and proceeded to do 
so Altei signing the MoU with Sanjay 
Dalinia Industries in May 1990, the 
govei nmcnl even issued orders to induct 
five nominees of Dainna Industries on the 
boaid ot diicciois ol the corporation, one 
ol whem was also to be appointed the 
managing direcioi I he Allahabad High 
C oiiri had miiiaicd contempt proceedings 
against D k Mittal special secretay, 
rnmistrv ol industries government of UP 
and against SC (lupia company secretary 
of the UP Slate Cement Corporation 
During this time, the otficers’ association 
ol ihi company also tiled a writ petition 
challenging the government orders The 
high court clubbed together both the writ 
petitions and the hearing started before 
a bench compiismg ehiel justice B P 
Jeevan Reddv and lustice R B Mehrotra 
Oil April 30, 1990 t he high court obtain¬ 
ed tfic views of the Industrial Develop¬ 
ment Bank ot India, the State Bank of 
India and the Allahabad Bank as to 
whether their approvals mandatorily re 
quired were taken pi tor to the settlement 
I he next hearmgv were fixed for May 2! 
and 22 But atiei the May 21 hearing, fui 
iher heating icmamcd suspended due to 
the assassination of Raiiv Oandhi and the 
fiigli couit went on siiniTiier vacation after 
May 24 In view ol ilie irgency of the case, 
on May 24 thu hiyh ,ourt ordeicd that fiii 
thci hearing would commence on or alter 
lulv 8 on which date the high court was 
to reopen 

On May 24, 1991, the hign 'ourl al«c 
issued a claiiti<.ation v Inch ultimately 
,icatcd tlie way lor yovernment action and 
the police firing I he court order slates 
Wi Jo not wish ic ixpitss anv opinion on 
the incuts of ihi ‘tscral contentions raised 
hclorc us loJav a h< he irmg of this appitca 
lion Dill limited uiKcrn at this stage is that 
ihe corporaliOii be ailoscd to lun on proper 
lines till Ihc disposal ol these writ petitions 
li IS with that viru that Ihc lollowing clarifi 
canons o' the ilnicsaiJ inicnni ordcis aft 
iiadc 


CH me icgisiiBi ui evnnpanics, wanpui 
shall verity whether transfer of 49 per cent 
of shares ol UP Ccmen> Corporation has 
been effected in favour ol Dalmia Industries 
or their nominees, as the case may be, as on 
today, I e 24 S 91 on such verificalion, if he 
IS satisfied ihat such a transfer has taken 
place, hr shall issue a ctrtilicate to that effect 
both to the guveinnieni of UP Cement Cor- 
poraiiun and Mr (lupta, senior advocate ap¬ 
pearing lor ihc petitioners 

(2) It the ccriilicaie is issued bv Ihe 
Registrar ol companies altirming transfer of 
shares as contemplated by clause (i) above, 
the presem board ol directors will be allow 
td to manage ihc at lairs of the corporation 
pending disposal ot these writ pennons and 
subject to such luriher orders nr directions 
as may be issued by this court in these 
matters 

(3) I hat the employees and officers of the 
corporation shall co operate with the present 
management tor a hciie>r running of ihe cor 
poration I hey shall aei subject to the con 
tiol and diicv lions ol the present board of 
dircemr' However the officers and empio 
vees shall not he elisturbtd oi shifted from 
their respective places ol posting held by 
them as on lodav 

It rcniauis contruseisidl ds to whether 
the coiKcrnecI department ol the UP 
uovernmeni implemented and altdcd by 
this cfjiilicdtion ol the Allahabad High 
Court Mdnv questions and doubts lemain 
1 he assistant registrar of companies, 
kanpur, A W Ansart, issued a ceitilicate 
on Mas 27, 1991 to secretary department 
ol heavy industries, UP, I IP St ue Cement 
C orporation and Oupta, senior advocate 
I he language ot the cettificaie m itself is 
serious ‘ In view ol Ihc above noted 
lads It IS cettilicd (hat 33,45,720 shares 
of UP State ( cmeni C orporation, as men¬ 
tioned above siati’d lo haxe been tramfer- 
reti m the names ol above noted trans- 
Iciecs bv the Hon’ble governor ol UP 
thiough D k Mittal sccietary. industry 
dcpailnuni UP government ” (No 
20 05524 PC 955) But after the firing at 
Dalla, on iunc 7,1991, the same assistant 
rcgisiidi, wrote a letter to secretary, 
dcpaitnuiit of heavy mdustnes, UP and 
UP Stale ( cnicni ( orporation asking for 
uitormaiion m (he name of governor 
about tlic total numbet of shaies and the 
number of shares transferied to Dalmia 
Industries and their nominees, as well as 
details ot the government oidcr legarding 
share tiaiisici (No 20-03524/PCV500) It 
IS natural to question the relevance of the 
letter issued by the assistant registrar on 
May 2’ 1991 It is alleged that due to 
political and other pressuics, the assistant 
rcgistiat Issued a certilicate regaiding the 
share iraiisici without veritymg the facts 
I his allegation is furthei strengthened by 
the information that after some days the 
icgistrai himself issued a notice to assts- 
taut regisirat to seek leasons and the basts 
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for issuing a certiiicate regataing snare 
transfer 

However, Dalmia Industrie, the state 
government and the local administration 
interprcied a part ot the court’s decision 
m their lavour and used it to give a con 
Crete sh ipe to privatisation A conspiraev 
to go ahead with privaiisiation to its 
ulnmate end was worked out 

I IKINC. Ai Dsi 1 A 

Dalmia Industiies cleat!> wanted to 
grab coniiol and capture the management 
ol the corporation belort a new govern 
ment took oser in the state and the state 
goveinment wanted the new management 
to take contasl ol the corporation as soon 
as possible And thus the Dalmia manage 
ment, the government, the local admtnist 
raiioii and police together worked in this 
conspiiacy This was the background for 
the Dalla firing 

The government and the Dalmia mana 
gemeni conveniently, reinterpreted a pait 
ol the decision ol the court and used this 
as their armour lot example, agreement 
ol linancial arrangement clearly states 
IS) hill UP government has decided to sell 
St per cent shares ol the corporation as men 
iioned ibose to Dalmia and others due to 
pending stay ol Allahabad High ( ouri onlv 
49 per cent shares will be Iranslericd ai pa 
scni Balance 2 pet cent shaics will be 
iraiiskirtd onl\ alter ihc sia s vacated 
This document is signed by Piavin Kumai, 
managing director, Dalmia Industries and 
Ajav Vikiam Singh, secretary, UP govern 
ment Another leitci ol |omi secieiaiy ol 
UP administration, Alok landon, dated 
Tebruary 2T, 1991, addiessed to the prcsi 
dent ol C hurk factory (No 489 IS 12 91) 
reveals the same mlcrprciation ‘ Accui 
ding to the view ol thecoint, il 49 pci cciii 
of the shdtes art translcrrcd at present 
then there will be no disregaid of the high 
couils order, since the nature cd Ihc 
company will remain that ol a public 
company ” 

On May 29, before the tiling ai Dalla 
on lune 2, a similar incident had been 
aveited at the cemcol lactones ol < huik 
and Dalla Then the local administration 
with a large foice invaded both the lac 
tones and sealed the cash loom Accot 
ding to district magistrate k P Singh and 
police superintendent K N D Dwivedi the 
ofliceis ol the fattoiy had illegally kept 
the government money ot the corisoraiion 
in the Idcioiy, instead ol depositing it 
With a view to piotcciing this goveinment 
money, the case was icgistcicd under the 
Indian Penal C ode and hence the move 
to seal the cash room But the workers’ 
of these lactones considered this act to be 
a mere pretext, with the actual aim being 


TO occupy me laciory /sngereu me wm 
came out on the streets and started pro¬ 
testing outside the factory. But then the 
initidtise of the workers’ leaders and the 
constraint followed by the local admininst- 
ration averted any firing In reaction to 
this the workers at Dalla stopped work on 
May 30 

However, with this attitude of the local 
administration, police and representatives 
ol the Dalmias, a rumour began to spread 
among the workers of Dalla and Churk 
that the work and organisation ol the fac¬ 
tory would be usurped by foice in ihe near 
future The woikets began an intensive 
‘dharna’ outside the gates of the factory 
The rumouis proved correct—on June 2 
at II 00 a m, the local police with a large 
force, representatives of the Dalmia group 
and some outsiders brought by them sur¬ 
rounded the factory, workers were pushed 
out and the Dalmia management esta¬ 
blished Its control over it The workers 
continued with the ‘dharna’ News about 
the incident at Churk reached Dalla and 
a number of woikers on ‘dharna’ outside 
the factory swelled with othei citi/ens and 
students also gathering there in large 
numbers A numbei of UP govcinmcni 
officers and the management personnel of 
the Dalmia group ol industries arrived at 
the factory premises under heavy police 
security foi acquiring physical possession 
of the laciory for the Dalmia By t p m 
around 620 700 workers students and 
political activists were on Ihc load in fiont 
ol the factoiv on ‘dhaina’ protesting 
against the loreible occupation and privati 
sal ion of the factory The ‘dhaina’ was 
peacclul and because ol the large numbers 
ol people got converted into a meeting 
and a protest march inevitably disrupting 
trallic About hall an hour later, i c, at 
about 2 20 p ni, the police suddenly 
resorted lo a iathi-charge without any pro 
vocation, notice or without any call to lilt 
the ‘dhaina’ The latht charge was almost 
iinmcdiatclv followed by teargas firing, 
again without warning The workers were 
taken aback by the police attack and 
started lunning away 

I hi tiling was first lesorted to allegedly 
bv the Dalmia personnel with their private 
pistols 1 he police then started firing on 
the Hieing workers at random As some 
stopped lo pick up the dead and injured 
woikcis ihc police fired at them from 
point blank range killing them on the 
spot Some ol Ihc fleeing workers picked 
up Slones and threw them at the police 
1 he police chased the workers to distant 
places, into the forest, the hilly ranges in 
the vicinitv and inside the residential col¬ 
onies liiing at landom above the waistline 
all ihiough 


I IIV V*#M**««*W^ •wr- --rw 

hours, I e^upi to 5.30 pm. It wrs then that 
the police alongwith some anti-soaaii, 
hired by the Dalmia management, set fun 
to several vehicles, public buses and shops 
and later accused the workers for acts 
of arson Curfew was imposed the same 
night and the next morning It» alleged 
that quite a number of dead bodia were 
taken away by the police and burnt 
beyond recognition It was reported that 
at least 40 persons were killed and about 
60 injured On June 3 and 4, the police 
forcibly entered the residences of the 
workers, beat them up severely, misbehaved 
with the women and looted their proper¬ 
ties A large number of workers, reported¬ 
ly about too, had already been arresmd 
and cases were framed against them The 
general manager of the Dalla factory, 
Dharam Vir Khushwaha, was arrested for 
allegedly supporting the workers against 
privatisation and charged under venous 
sections and later, under the National 
Security Act The other two general 
managers of Churk and Chunar managed 
to escape, but the things in their houses 
been taken into police custody 
The district magistrate of Simbhadia at 
C hurk, K P Singh and superintendent of 
police k N D Dwivedi state that they func¬ 
tioned according to strict government 
orders to get control over the factory 
According to district administiation, the 
workers at Dalla had openly revolted on 
June 2 They had made war like prepara¬ 
tions tiy blocking the roads with big stones 
and had planned an armed attack on the 
police The workers started burning, at¬ 
tacking and looting property Only then 
did the police resort to firing because of 
which nine workers were killed As com¬ 
pensation, one lakh rupees would be given 
to the relatives ol each of the dead as well 
as jobs to one member of each of their 
families and the injured would be given 
Rs 10,000 each 

But a survey of the accident site at Dalla 
clearly reveals the hollowness of this ver¬ 
sion of the administration regarding the 
revolt and the attack In the whole region, 
leaving aside one or two big pieces of 
stones there is no evidence of any blockade. 
And ‘war-like preparations’ by the workers 
m the nearby regions of the factory are* 
practically impossible Not only the fK- 
tory workers but other atizens, journalists 
and political activists at Dalla art unani- 
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mous m ihdr account of the fwlice op¬ 
pression that day The workers are yet to 
receive even the declared compensation 

Clearly the local administration and the 
police blindly supported the Daimias and 
m the name of obeying governrnem orders 
made attempts to break the morale of the 
workers opposing the privatisation of the 
corporation 

At tiR iHt- Firino 

The firing at Dalla proved to be a tur¬ 
ning point The incident not only shook 
the workers and oflicers of the corpora 
tion and forced them to work out new 
equations in a united manner, it also 
created a new mobilisation process at 
Dalla, Churk and Chunar The labour 
movement in the whole of eastern Uttar 
Pradesh saw a new awakening Questions 
were now being laised not only about 
privatisation but also about the firing 
incident 

After the firing a loiiit action commit 
tee of dll the nine unions ol UP Cement 
Corporation was lormed and began the 
process ot uniting the workers In this 
region, also known as 'Uijanchal', the 
workers ot the UP Llectricilj Board’s 
Obra and Anpara thermal powei stations 
went on a last sirikc foi 24 hours In all 
ol eastern Uttar Piadcsh, at Allahabad, 
Varanasi, Mir/apiit Obra, Anpara, 
Pralapgarh Kohitganj etc a senes of pro 
test demonstiations and marches were 
held by \sorktis and employees 

The police suppression after the killing 
of worktrs in the firing, the general 
disruption ol normal life in the area, etc, 
has made privatisation an issue in the 
whole region And thus various political 
patties of the region also jointly planned 
protest programmes and certain (ommon 
demands emerged out ol these protest 
programmes (1) An impartial inquiry be 
conducted regarding the firing at Dalla, 
(2) The distinct magistrate and supennten 
dent ot police of Sonbhadra district be 
immediately suspended, (3) Relatives of 
evety dead worker be given Rs two lakh 
and the injured Rs 50,000 as compensa 
tion, (4) All the airested workers be releas 
cd immediately and cases against them be 
withdrawn, (S) The decisions to give the 
cement corporation to Ihe joint sector be 
withdrawn, and (6) An intensive inquiry 
be conducted into the loss and corruption 
prevalent in UP Cement C orporation and 
concerned officials be punished A call for 
an indefinite industrial strike was given in 
the Sonbhadta district and the unions at 
Obra and Anpara thermal power stations 
also gave a call for indelimtc stnke trom 
June 24 But the mam current of the pro¬ 
test movement preferred to wait tor the 
end of the Mulayam Singh Vadav govern 


mem ami the formation of a new one. The 
workers of the corporation and other pro¬ 
testors felt that they had no hope of 
justice from the Mulayam government 
and instead of beating their head against 
a wall, they should wait for a more respon¬ 
se government Thus the programme for 
inaenpite strike was postponed 

In fhe context of privatisation of UP 
Cement Corporation, two things regar 
ding the local labour movement are ex¬ 
tremely significant First, the role of the 
union affiliated to Bharatiya Mardoor 
Sangh (BMS) in the corporation The 
BMS union (affiliated to BJP) had been 
regularly highlighting the corruption and 
irregularities at the corporation and ap 
pcared to be against its privatisation But 
in the decisive stage of pnvatisation of the 
corporation and alter the Bring at Dalla, 
the BMS union staried supporting the 
handing over ot the corporation to the 
Dalmias The union called back its repre 
sentiMives liom the joint action commit 
let ol V orkcis unions though two ol its 
representatives defied the decision and 
continued to work in the committee The 
local leaders ol BMS at Churk openlj 
state that while goveinmeni may have the 
control of the corporation, it should be 
run b) the Dalmias These leaders have 
sidelined the questions regarding the pro 
cedure of privatisation and the tiring 
incident And their demands have got 
Tlmited to giving compensation to dead 
workers, stoppage of retrenchment, lay off 
of workers in tlie pnsate sector and pro 
lection of pension gratuity, etc 

This attitude ot BMS has angerea the 
workers, citizens and students ot the 
region and allegations of corruption are 
flung at It While the BJP ML A from 
Robertsganj, Tirth Raj Singh stated in a 
conversation with me that “the BMS 
workers’ movement should come along 
with movement against privatisation But 
the attitude ol BMS leaders is not correct 
Action should be taken against them", 
clearly the the local BMS leaders do not 
agree with this stand The attitude of the 
BMS IS particularly suspect because (he 
Vishwa Hindu Panshad leader Vishnu 
Han Dalmta is known to have family con 
neettons with Sanjay Dalniia 

There are a numbet of interrelated 
streams in the movement against pnvati 
sation It IS true that the fight against 
privatisation and the firing incident have 
made the offici iK of the corporation and 
labour unions n le on the same boat An 
organisation ol officers, the C hurk 
Cement Olticer>’ Weltare Association has 
played a positive role in organising the 
fight against privatisation of the corpora 
tion in the couii and regarding disinfor 


mation But the response of the offioen 
and that of the workers to the privatisa¬ 
tion move are vastly different Thn 
workers of the corporation are as mucit 
against corrupt officers, their irregulamies 
and luxuries as ihQr are against the UP 
government and the Dalmia group. They 
say that it is precisely the misdeeds of 
these officers which have led to such 4 
situation and they are being made to pay 
the price for it 

After the formation of BJP government 
in UP, all eyes have turned to the issue of 
privatisation of the corporation Tbq 
government led by Kalyan Singh has 
declared that all matters relating to 
privatisation of public sector enterprises 
taken by the Mulayam government would 
be looked into but there is no specific 
mention of privatisation of the UP State 
Cement Corporation On the other hand, 
the Dalmia management at Churk is 
openly saying that due to the formation 
of BJP government, nobody can now 
touch them On this basis, an attempt is 
being made to destroy the unity and con¬ 
fidence of the workers After the firing at 
Dalla, the UP workers’ unions the all 
India workers’ unions (CITU, AITUC, 
BMS, etc), organisation of public sector 
unions, etc, have indicated the possibility 
of seeing this as a test-case and tint 
might become a focal point for labour 
unions to organise their protest against 
privatisation 
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ASSAM 

Enigma of ULFA 

iUinaroopi 


Why has ULFA been able to gather such significant support from 
a people who have everything to lose and little to gain if the 
strategic objective of ULFA of Swadhin Asom were ever to be 
realised, or even pursued in an uncompromising manner? 


WHILE it is true that the United Libera¬ 
tion Front of Asom (ULE\) has again and 
again been able to secure the fulfilment 
of even the most impossible of its 
demhnds by simply holding out unaccept¬ 
able threats and tellingly demonstrating 
its ruthless readiness to execute these 
threats, this by itself cannot explain the 
failure of the authorities to meet ULFA’s 
challenge. The other side of the determin¬ 
ed coerciveness of ULFA is the substan¬ 
tial support it enjoys both in the coun¬ 
tryside and in the cities of Assam, 
especially, though not only, in the 
Brahmaputra valley. ULFA’s social base 
is not, as has generally been assumed, 
confined to small sections of the 
Assame-se-speaking people, overwhelm¬ 
ingly upper caste Hindus and Ahoms, 
though such may have been the case at 
one lime. It now encompasses a much 
broader spectrum of the ‘people of 
Assam', and not merely of the ‘Assamese 
people’. 

The yet to be resolved hostage crisis in 
Assam is a case in point. By any account, 
)the actions of ULFA should have caused 
the deepest dismay among the people of 
the state. Consider the facts. Less than 24 
hours after the new government assumed 
office in Assam, 14 persons are spirited 
away in a series of co-ordinated aaions 
from Guwahati, Mangaldai, Jorhat, 
Sibsagar, Nazira and Margherita. Barring 
the action in Margherita where the Soviet 
technician emplojvd by Coal India, Setgd 
Gritchenko, and his companions tried to 
put up a struggle, every one of these ac¬ 
tions is executed without a hitch. After 
keeping quiet about the action for nearly 
48 hours, during which period the captives 
were all transferred and housed in several 
safe locations, a series of press statements 
issued under the signature of ULFA’s chief 
publicity secretary, Siddhartha Phukan, 
follow, each more uncompromising and 
threatening than the other, proposing to 
exchange, in phasewise instalments and 
over a prolonged period, ULFA’s specified 
number ol militants in prison for the 
hostages. The first phase of this exchange, 
dictated by ULFA, envisages the release 
of two hostages, Sergei Gritchenko gnd 
the chief geophysicist of (he Oil and 
Natural Gas Commission, Bholanath 
Jaiswal, both whom were described as 


‘foreign’ technicians, in return for the 
release of six of its ‘specified’ militants 
whose names (and aliases) and the 
districts they hail from are mentioned. As 
if there could be any doubts on this score, 
ULFA also adds that unless its demands 
are met by the deadline set by the 
organisation (6 pm of July 9), which 
would “under no circumstances be extend¬ 
ed’’, the two ‘foreign’ technicians it is 
holding as hostages would be killed. 

Hoping to score a tactical and pro¬ 
paganda victory over ULFA, Hiteswar 
Saikia announces, apparently after secur¬ 
ing the clearance of the prime minister, a 
‘general amnesty’ which to all appearance.s 
(and indeed by definition) is uncondi¬ 
tional and which, according to the provi¬ 
sions of the constitution (Articles 161 and 
72), cannot anyway be granted by a chief 
minister. Though the announcement had 
the predictable face-saving provision that 
the ‘general amnesty’ would not cover 
those militants against whom there were 
‘serious charges’, all the six militants 
specified by ULFA, every orie of whom 
had several serious charges pending 
against him, are released well before the 
deadline set by ULFA. 

About five hours after the six specified 
ULFA militants had been set free from the 
Guwahati jail, the Guwahati mklical col¬ 
lege hospital and the Silchar jail, another 
communication undbr the signature of 
Siddhartha Phukan is delivered to news¬ 
paper offices. The statement, dafbd July 7 
and delivered on the night of July 9, 
tersely discloses that the Soviet technician 
had been killed in an ‘encounter’ that 
followed an abortive bid on his part to 
escape; and that one of ULFA’s own 
soldiers, Bidyut Gohain, was also killed 
in the incident. As far as ULFA was con¬ 
cerned, that was the end of the matter; 
and 24 hours later, the organisation 
releases the ONGC geophysicist, claiming 
that since the other person it had promis¬ 
ed to release had embraced ‘a self- 
provoked death’, it had fulfilled its part 
of the bargain by releasing Jaiswal. 

A second proposal, this time offering 
three hostages in return for the release of 
24 ‘specified’ militants; the same condi¬ 
tions, the same threats. The state govern¬ 
ment once again concedes; and more than 


24 hours after tilt ‘spedfted* intBiaattitt 
set free (the government has logo tiu^U^ 
the motions of ftling applications beftne 
the designated courts to secure orders for 
their 'release on discharge’), the tl(ree 
hostages are set free. 

\bt another paus^ yet another demand: 
this time for the release of ‘all membO'S 
and sympathisers’ (no names or numbers) 
of ULFA in return for the release of two 
hostages by 6 pm of July 26. Unlike on 
the two previous occasions, this time the 
deadline is eleven days ahead in the future; 
later extended by another five days. Even 
after this demand is met, ULFA will be 
holding five more hostages (six, if one 
were to include the driver of the car of S 
K Ibwari, commissioner and secretary, 
government of Assam, kidnapped from 
Guwahati) for nearly a month and will be 
in a position to make further, for the pre¬ 
sent unforeseeable, demands. 

All the while, one is not even clear ex¬ 
actly what ULFA wants, apart from its 
strategic objective of Swadhin Asom 
which even ULFA cannot be planning to 
secure by simply holding some persons as 
hostages, iniieed, ULFA has not even 
bothered to address any of its com¬ 
munications to what It sneeringly refers 
to as ‘India government’ (it nevei deigns 
to mention the government of Assam). 
Hiteswar Saikia’s apparently reasonable 
appeals to the organisation to hold talks 
are met with a peremptory declaration 
that ULFA will ‘consiiier' holding talks 
with 'India government’ if the agenda for 
such talks has at the top the question of 
the restoration of the lost sovereignty of 
the Asom People of Asom, whose un¬ 
challenged and sole representative, in 
ULFA’s view, is naturally the organisation 
itself. 

In any other situation, such a sequence 
of events would have been viewed a.s simp¬ 
ly an intolerable imposition. But the reali¬ 
ty in Assam is that at the ‘popular’ level, 
especially at the level of the youth and the 
middle classes, none of the actions of 
ULFA beginning with the kidnapping is 
being viewed as especially offensive or 
gruesome. Indeed, quite the contrary. No 
doubt there has been some editorial in¬ 
dignation and hand-wringing; but one is 
sceptical about their impact. 

So one goes back to the point made at 
the outset about the all-encompassing 
social base of ULFA, and the legitimacy 
and social sanction that even its most im¬ 
possible, even cruel, actions have acquired. 
Fear of reprisal by ULFA might explain 
some of the passive indifference at the 
levei of the ordinary mass of the people; 
but fear alone cannot explain the active 
social legitimacy that these actions have 
acquired, the elaborate and clever defences 
in newspaper columns^and the ‘radical’ ra¬ 
tionalisations for the kidnapping and 
murder. 

There are two aspects to this social base. 
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■We to ecttbtiiih KMueraots. Tbe bqtanisa* 
tion has been W>ie to pull off many dar¬ 
ing ^wticms’ because of the strong net¬ 
work of shelter and support it has been 
Wde to build, consequent upon its well- 
publicised k»nstructive’ activities and 
rather more telling interventions as the 
custodian of the morais of the communi¬ 
ty in the countryside. This network, for 
a long limited to some identifiable areas, 
has bm expanding. 

IVvo, these activities, especially ‘non- 
combatant’ activities like liaison with the 
ntedia, communication and propaganda, 
have been sustained also because of the 
support ULFA enjoys among crucial sec¬ 
tions of the broad middle classes—the 
professionals, the bureaucracy, especial¬ 
ly the state’s security apparatus, and the 
intelligentsia and women. The most 
remarkable aspect of this support is that 
none of these as a category or as a class 
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objective of Swadhhi Asom quite simply 
because they realise only too well not 
merely the impossibility of achieving that 
objective even if society were to be 
prepared to pay immense (and finally 
quite wasteful) costs, but also the 
dangerous implications to thonselves if 
Swadhin Asom were ever to be realised, 
given the i^ographical, demo^phic and 
historical realities. 

It is time policy-makers as weH as critics 
(and sympathisers, too) of ULFA address¬ 
ed themselves to these basic questions, 
especially why ULFA has been able to 
gather such significant support from a 
people who have everything to lose and 
little to gain if the strategic objectiveiof 
ULFA were ever to be realised, or even 
pursued in an uncompromising manner, 
instead of merely making disapproving 
noises or blindly supporting the 
organisation. 


MAHARASHTRA 

Boom in Teaching-Shops 

J V DeRhpande 


With the rewards of private enterprise in technical education in 
Maharashtra so blatantly manifest, it was only a matter of time 
before the same system spread its tentacles into other areas of 
education as well. 


THE extent to which the institutions of 
higher learning in Maharashtra have been 
turned into mere profit-making outfits 
was once again brought out forcefully in 
the state assembly recently. The state 
minister for education admitted on the 
floor of the house that four of the dozens 
of private engineering colleges opened in 
the last few years do not have a single 
student from Maharashtra on their rolls. 
Each of these colleges is run by either a 
minister or an influential functionary of 
the ruling party. 

Nor is the position much different in 
the other private engineering and medical 
colleges which have mushroomed all over 
the state ever since the Vasantdada ^til 
ministry, in the dghties, threw the field of 
technical education wide open to the 
influence-peddlers and go-getters on the 
specious plea that these facilities needed 
to be expanded rapidly so that local 
students ate not deprived of opportunities 
for higher education. A few medical col¬ 
leges were also started about the same 
time in non-metropolitan areas, ostensibly 
to benefit rural youth. It is now revealed 
that in these colleges also, almost all the 
students are from the major urban areas 
in the country, including Maharashtra, 
and even from NRl families. Many of 
these students are the wards of successful 


doctors in the cities. 

When these colleges were first opened 
without any government grant, it was 
stipulated that 90 per cent of the scats 
must be given to students on merit, as per 
the norms of the government. These col¬ 
leges not only charged high fees (about 10 
limes the fees charged in government- 
aided colleges) but also were allowed to 
hawk the remaining 10 per cent seats lo 
the highest donors. It was expected that 
this will make up for the initial outlay of 
the ‘promoters' of these institutes. As is 
now clear, even the fig-leaf of the 
guidelines of the education department 
has been discarded by these institutions. 

It is naively assumed by many that even 
if private groups are allowed to open new 
donation-based colleges, since the courses, 
terms, examinations are all decided by the 
university, ultimately they wilt stand or fall 
by the standards set by the university. In 
practice, the situation is far more unplea¬ 
sant. The structure of universities in 
Maharashtra is such that almost every new 
college and its management also acquires 
at least one vote m the university senate, 
board of studies and other decision¬ 
making bodies, in Poona University, for 
example, there are only one government- 
aided engineering college and two medical 
colleges, against scores of donation- 
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One can well imagine how these bodies 
will go about enforcing educational or 
academic rectitude. To no one’s surprise, 
both these faculties have been repeatedly 
rocked by scandals in the past few years 
in almost all the universities in 
Maharashtra. 

It is also fondly believed by many that 
anyway higher education is the monopoly 
of the elitists and why not soak the elites 
for the benefits they extract from society. 
The basic fact is that by not expanding the 
aided facilitie.s for higher education in the 
last 25 years or more, such education has 
been effectively turned into a private 
preserve of the same elites, with hardly 
any chance for the vast number of first- 
generation learners to get into it. 

With the rewards of private enterprise 
in technical education so blatantly 
manifest, it was only a matter of time that 
the same system spread its tentacles in 
other directions also. In Maharashtra, 
already many colleges of business 
management, computer applications and, 
more distressingly, teacher education have 
sprung up on no-grant donation-funding 
basis, almost all of them under the 
patronage of some political lead-.', or the 
other. 

In view of the urgent need for rapid 
expansion of school education, it is hardly 
necessary to emphasise the need for a 
widespread and expanding network of 
institutes of teacher education. But, once 
again, by withdrawing from it. the state 
government has left the Held wide open 
to 'educational promoters’. Admittedly, a 
seat in a BEd college is not as fetching as 
one in a medical college, but presumably 
the bulk makes up for the low per-head 
return in this case. Anyway, there is no 
dearth of privately-sponsored colleges of 
education in the slate even as there has 
been no expansion of government-aided 
colleges for a long time. 

What is urgently needed today is a 
modicum of perspective planning in the 
field of education. Not only has the 
government to anticipate job openings in 
various walks of life in the years to come 
and tailor the educational strategy accor¬ 
dingly, but it also has to plan for a nor¬ 
mal increase in government-aided facilities 
to cope with the natural increase in the 
student population, so as not to build up 
pent-up fru.siration in youth. Above all, 
what is urgently needed is a fresh look at 
the outmoded grant-in-aid code for 
educational institutes that is being follow¬ 
ed. A new grant-in-aid code has to be 
evolved, which will also streamline the 
present policy of reserved seats. However, 
the fact of the matter is that education in 
the state is being shaped by the very per¬ 
sons and parties who have done well out 
of the prevailing system. It would be 
unrealistic to expect any changes lor the 
better so long as this situation continues. 
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Needle, Thread and Drudgery 

Vittial Balasubrahmanyan 


There is a very definite difference between promoting traditionally 
non-commercial crafts for commercial purposes and the Gandhian 
principle of not allowing machines to deprive professional 
craftspersons of their means of sustenance. 


NO one who has studied in a girl’s school 
run by nuns is likely to have very happy 
memories of learning needlewdrk. Of 
course. I'm grateful now, though I hated 
it then, that the sisters at my school taught 
me to do cross-stitch, stem-stitch, feather¬ 
stitch and satin-stitch, not to mention 
basic knitting and how to use a sewing 
machine, because subsequently I’ve done 
quite a bit of creative embroidery and 
utility garment-making for my home and 
family. But at no point of time would I 
have jumped at the thought of earning a 
living by this acquired skill with needle 
and thread. 

Whenever I come across a write-up 
eulogising some form of traditional em¬ 
broidery which is said to have immense 
income-generating and export-earning 
potential, I squirm at the thought of the 
large numbers of women who are going 
to be ‘organised’ (rounded-up, might be 
a more accurate phrase) to produce ex¬ 
quisite handicraft items which will be sold 
at fancy prices but will enable the em¬ 
broiderers themselves to just about 
survive. 

Fine and intricate embroidery, when 
done at a moderate pace as a means of 
self-expression and for the adornment of 
one’s home or for the personal use ot one’s 
small family circle, need not be a strain. 
If one can manage to adopt a Zen attitude 
to one’s work, it could even be a joy. But 
as a means of livelihood, it is justifiable 
only if the work can be done at the same 
comfortable pace as when one does it for 
one’s own pleasure. What’s more, payment 
should, in all fairne.ss, be determined by 
the time needed for completion, and the 
degree of skill involved, rather than on a 
piece-rate basis. 

However, if the needicworker is to be 
paid on such terms, then inevitably the 
embroidered product will be astrono¬ 
mically priced and could be bought only 
as a sort of collector’s item. In contrast, 
the piece-rate payment system brings the 
embroidered item within the buying capa¬ 
city of a middle-class and rich clientele, 
foreign tourists and foreign importers. But 
at whose cost? 

The real price in terms of sweated 
labour, aching backs and ruined eyesight 
is paid by the needleworkers. For, even to 
earn a pittance, they would have to work 
almost round-the-clock, besides fitting in 
ail the other household tasks in between. 

Last December, the Kutch Mahila Vikas 
Sanghatan (KMVS) had organised in 


Delhi a display-sale of embroidered quilts 
produced by women artisans of Kutch. A 
group of these Kutchi women, many of 
whom had never stepped out of their 
villages before, had come all the way to 
the capital with their wares and an il¬ 
lustrated panel exhibition which told the 
story of their life and work. 

The main theme of their narrative was 
to show how middlemen corner the major 
part of the earnings from handicraft. F^or 
an embroidered skirt, which might take 
more than two weeks to complete, the ar¬ 
tisan is paid Rs 40. The middleman sells 
it to a boutique in the big city for Rs 100, 
earning a 2S per cent profit after deduc¬ 
ting raw material cost. The final consumer 
pays a hefty Rs 4{X) for the garment, with 
the boutique owner effortlessly raking in 
a 300 per cent profit. A woman in one of 
the panels is shown asking: “Am I a 
‘majoor’ (wage labourer) or a skilled ar¬ 
tisan?’’ In effect she has indeed been 
reduced to performing wage labour. But 
if she were to throw away her needle and 
thread and instead do unskilled work on 
a construction site, she’d be able to earn 
the relatively princely daily wage of Rs 18 
while now her income barely amounts to 
Rs 3-4 per day. 

A recent study on women in Delhi’s 
garment industry by Vijaya Rukmini Rao 
and Sabba Husain contains some startling 
figures. Average daily earnings tor cut- 
work is Rs 6 for an 8-hour day and for 
crochet it is less than Rs 3. For intricate 
embroidery which requires more time and 
skill, average daily earnings amount to less 
than Rs 5 tor a six and a half hour-day, 
even though the rate is Rs 15 ‘per piece’ 
(see Indian Women in Changing Indus- 
trial Scenario, edited by Nirmala Bancrjee, 
Sage, 1991). 

The study points out that the industry 
is not aiming at production of large-scale 
standardised goods but at the “more ex¬ 
clusive smaller but expensive section of it" 
For this, embroidery, especially hand em¬ 
broidery, is the special selling point. “In 
order to execute this labour-intensive task 
cheaply, the work is put out to home- 
based women workers!’ Interestingly, the 
researchers show that women’s earnings 
from hand embroidery, which has a high 
market value, is less than that of machine 
embroiderers who are all men! 

Whether it is ‘chikan’ work in Lucknow, 
lace-making in Narsapur, or the gorgeous 
mirror-work done by the women of Kutch, 
the pattern is the same. IVue, when volun¬ 


tary agencies step in and oipuiise the 
ne^leworkers to become more vidble and 
vocal, and get better prica for their wcm'Ic, 
the situation may improve. But it seems 
to be a mistake to look upon this as 
anything morethan an intermediate phase; 

Hand embroidery as a means of liveli¬ 
hood cannot be totally freed from the con- 
stimnts 1 described earlier, lb maintain the 
health of the needleworker, production 
ought to be suitably restricted. But then 
prices would have to be kept exorbitantly 
high. Which means that only a limited 
number of buyers could afford the pro¬ 
duct, and so it can never be a viable 
‘business’. Surely the long-term goal ought 
to be the creation of alternative means of 
employment rather than getting bogged 
down in a sentimental glorification of 
ancient handicrafts. 

A-s writers on Indian folk art and craft 
have pointed out, most of the traditional 
crafts at which women of different regions 
are experts have always had a domestic 
and ritualistic function rather than a com¬ 
mercial one. There is a clear distinction 
between crafts which are ‘professionally’ 
engaged in for a living and those which 
arc symbols and expressions of an ethnic 
culture and identity. During better times 
the women of Kutch did their beautiful 
embroidery mainly to adorn themselves. 
Successive years of drought, increasing 
salinity of the soil and other ecological 
factors have reduced the community to a 
state of such desperation that the selling 
of their handicraft is the only option left 
for survival. 

When a large volume of a time-con¬ 
suming handicraft has to be speedily pro¬ 
duced so as to earn some sort of income, 
however inadequate, not only does it af¬ 
fect the quality of the work, it imposes a 
terrible physical strain on the needle- 
workers and cruelly affects their health 
and eyesight. I don’t deny that the KMVS 
does have a point in stressing the need for 
the artisans to gel a better share in the pro¬ 
fit. But the really significant item in its 
list of objectives is the reference to explor¬ 
ing land/cattic-based activities which will 
generate alternative sources of income. 

Recently the Saturday features page of 
a national daily carried a glossily illus¬ 
trated report on the revival of ‘kantha’, an 
exquisite form of patchwork embroidery 
done traditionally by women in Bengal. 
The article, with very good intentions no 
doubt, predictably highlights the income¬ 
generating scope of this craft and calls for 
its promotion so as to help rural women. 
Looking up ‘kantha’ in a book on folk art, 
I iind among other things the following: 
“A work of this kind could be completed 
by one woman in about six months. How¬ 
ever, a ‘kantha’ might be so richly embroi¬ 
der^ as to occupy the female members 
of a family for the space of three genera¬ 
tions!’ No further comment is needed. I’m 
sure. 

Let me acknowledge at this point that 
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rn twwc tlut wiuu rn nusing ts a vexea 
quetfkm. Even if rapaaous middlemen 
arediminated it’s banl to see bow women 
d(^ hand embroidery can ever get time- 
rate payments, even when voiuntaiy agen¬ 
cies, government departments and lovers 
of haindicraft come to their rescue. I’ve no 
idea what those who have sincerely 
devoted their lives to the preservation of 
traditional embroidery-related crafts and 
the betterment of the conditions of crafts- 
women feel about the uncomfortable con 
tradictions inherent in this issue. 1 know 
that I’d personally feel very sad if these 
beautiful crafts and intricate skills were 
to gradually die out But then, all coun¬ 
tries in the past must have had their own 
lovely handicrafts which at one time must 
have had an intimate place in the daily 
lives of their people With industnalisa 
tion and changes in the methods of pro¬ 
duction, inevitably handicrafts have 
declined the world over If today in India 
and elsewhere efforts ate made to preserve 
these skills, surely they can be retained and 
admired only as museum pieces’ Or in 
dulged in as leisure-time activities by those 
who arc fortunate enough to enjoy leisure 
time’ What is the justification in cling¬ 
ing to them as a means of generating 
employment it the livelihood is going to 
be so exploitative^ 

1 here is a very definite diflerentc bet 
ween promoting traditionally non-commer¬ 
cial crafts for commercial purposes and 
the Oandhian principle of not allowing 
machines to deprive professional crafts- 
persons of their means of sustenance 

Of co use, It may be araued, and right¬ 
ly, that until alternaHve avenues of 
emploj mem are created, this is surely bet¬ 
ter than nothing True But the present 
trend appears to be towards retaining and 
perpetuating the process rather than re¬ 
placing It, all because of its export earn¬ 
ing potential As the study on Delhi’s gar¬ 
ment workeis points out, though the gar¬ 
ment export industry is subsidised in 
various ways by the government, the bene 
fits don’t reach the needleworkers What 
IS really being subsidised is ‘unstable 
employment and poor working condiuons’ 

Tailpiece Cunous to find out what the 
corresponding situation might have been 
in the west before full industrialisation, 
I came across an account of the condi¬ 
tions of women in England around the 
middle of the 19th century which says “In 
spite of the bad condiuons, the factory girl 
wu better-off than the so-called appren¬ 
tices to the dress-making and allied trades 
which eiQpkged a very great number of 
womenr This was before the invention of 
the sewing machine and the report des¬ 
cribes cases of blindness among giiis who 
sometimes had to execute; at short nmice; 
large orders for ‘tkshionable mourmng’. 
Sir James Oark, physician to Queen 
Victoria, is quot^ as declaring: “'nie 
worst regulated factwy is not so destruc¬ 
tive of hi^h as the life of a young dress- 


mawr' 

The drudgery of women wielding nee¬ 
dle and thread to earn a living appears to 
be part of a historical process in every 
country dunng its stage of industnal tran- 

TEA INDUSTRY 

Small Growers to 
Plantations 

Sharit K Bhuwmik 


T HE tea industry in India is in a crisis 
This IS retlecied in the abnormal increase 
in lea prices during the past three years 
with the pnees having doubled in the past 
year This situation is a result of the slug¬ 
gish increase in production which is 
unable to meet the growing demand in ihe 
internal market Tea exports have been 
lurtailed because any increase here will 
accelerate the price rise in the domestic 
market Exports have thus remained static 
at around 200 million kg for the last five 
years The industry’s performance during 
Ihe Seventh Plan (I98S-90) shows that this 
industry, which is almost exclusively con¬ 
trolled by tea companies owning large 
plantations, has been unable to meet any 
of Its growth targets 

The rapid increase in domestic con¬ 
sumption underlines the urgency for 
higher levels ol tea production The Tea 
Board [1989 2] has assessed that while in 
1957 only 36 3 pei cent of the total pro¬ 
duction was consumed in the internal 
market this proportion increased to 67 
per cent bv 1987 An estimate made by 
V N Reddy (Demand for Tea, IIM, 
( alcutta) which has been accepted by Tea 
Board, shows that Ihe annual increase in 
domestic consumption since 1984 is bet¬ 
ween IS and 16 million kg The consump¬ 
tion figures for the Seventh Plan period 
show that Che actual annual consumption 
has been around 20 to 25 million kg 
higher than estimated At the same time 
the anticipated increase in production was 
well below their targets. The situation 
therefore is quite gloomy and is hkely to 
remain so unless production increases. 

The Ihi Board's approach piqier on the 
Eighth Plan however gives quite another 
picture. While reviewing the aduevemenis 
of the Seventh Plan it notes that “the pro¬ 
duction target set was more or less 
realistic^’! And tlmt theie was “an increas¬ 
ing trend in production”. How the Board 
could come to such a conclusion is a 
mystery because on the same page of the 
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this (rfiase is being deliberately and ia^ 
fflovably frozen for laige numbers tX 
women, so as to enable the rest to ninich 
forward prosperously mlo the 21st oeaturv 


Prop up Large 


report the figures for production show 
that they are well below the target The 
Seventh Plan envisaged an additional pro¬ 
duction of 140 6 million kg whereas the 
actual increase has been only 110 million 
kg At the same time the envisaged addi¬ 
tional production was based on estimates 
of increase in domestic consumption 
which were well below the actual con¬ 
sumption during this period 

The Tea Board attributes the failure to 
meet production targets to “adverse 
weather conditions” (meaning drought or 
low rainfall) In other words, productio. 
could increase if the weather was 
favourable. This again is not totally cor¬ 
rect because alongwith good weather the 
industry also requires healthy bushes for 
increasing production Till the end of 1987 
[Tea Board I989A 27] 44 per cent of the 
area under tra (vu, 1.71,408 ha of the total 
of 3,90,431 ha) had bushes which had 
crossed the economic age of 50 years. The 
industry has clearly shown no inchnation 
to rectify the situation—only 6.3 per cent 
of the total area (24,568 ha) had new 
bushes less than five years old (see EPW, 
April 14. 1990) 

In spite of these indications the Iba 
Board seems to believe that the large plan¬ 
tations are the only means of improving 
production In the past the Board had 
spent all its resources in trying to mobilise 
these plantations to increase production 
or expand area under tea Most of its ef¬ 
forts have borne little results. Even with 
the infusion of liberal doses of public 
money there has been only marginal 
increase in production and in the in¬ 
dustry’s health. The achievements of the 
Sixth and Seventh Plans show that the 
schemes for replacement of old bushes 
and extension of area under tea hm 
achieved leu than 30 per cent of their 
targets Moreover, during the Sevemh 
PIm, expenditure on items such as tea 
planution finance scheme and tea 
machinery hire purchase scheme which 


The Tea Board’s formula for increasing area under tea is indeed 
ironic—It proposes to encourage landless labourers and 
unemployed youth to take up tea growing in areas on the 
periphery of large estates under an arrangement which will only 
benefit the latter. 
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are utilised only by the large plantations 
have been higher than the allocated 
amounts [Tea Board 1989: Annexure 11). 
On the other hand the allocation of Rs "k) 
lakhs as loans for co-operative tea fac¬ 
tories (formed by small growers) has 
remained totally unspent. 

St Ht;ML K)R SmAI I CiROWl RS 

One IS therefore pleasantly surprised to 
find in the Draft Eighth Plan ihat the 
Board has laid some emphasis .on promo¬ 
tion of small growers. It has decided on 
this scheme because all other attempts to 
increase area under tea have failed. 
Attempts to extend tea cultivation in non- 
traditional areas have not met with much 
success while in the traditional areas the 
large plantation do not seem interested in 
increasing their area. The Board has 
estimated that “about 40,000 hectares of 
additional land of which 25,000 hectares 
in North Indian gardens and 15,000 hec¬ 
tares in South Indian gardens are available 
for tea planting”. It therefore proposes to 
encourage landless labourers and un¬ 
employed youth to take to cultivation of 
this land. The small growers will be 
located in the periphery of the large 
estates. This will enable them to have a 
tie-up arrangement with the large estates 
for technical know-how and sale of green 
leaves. The small grower will be ‘adopted’ 
by the nucleus tea estate and this arrange¬ 
ment will continue for at least 10 years. 

The holding size of each small grower 
will vary between the minimum of 1.5 hec¬ 
tares and a maximum of 10.12 hectares. 
The nucleus tea estate will have to pay 
each of its adopted grower a subsistence 
allowance of Rs 400 per month for the 
first three ^ars (36 months) and will pro¬ 
vide technical assistance which the latter 
must accept. The estate will supply inputs 
such as planting material, fertilisers, 
weedicides, pesticides, etc, which will be 
bought by the grower. The small grower 
will have to sell his entire produce to the 
nucleus estate during the period of the 
agreement at a minimum price of Rs 3.50 
per kg. 

A tea bush takes around five years to 
mature though it surts bearing its initial 
yield of green leaves after three years. The 
planting costs are spread over the first 
four years with the major investment in 
the first year. The Board has estimated the 
planting costs for one hectare to be 
Rs 52,000. The small grower will be pro¬ 
vided Rs 31,800 by commercial banks with 
3 per cent subsidy in the interest rate while 
the Board will provide a subsidy of 
Rs 15.000. The grower will have to pro¬ 
vide the margin money of Rs 5,200. 
During the first year Rs 18,000 will be pro¬ 
vided as bank loan while the Board will 
provide a subsidy of Rs 6,500. During the 
next four years the bank loan will be 
Rs 4,600 per annum while the .subsidy will 
be Rs 6,000, Rs 1,500 and Rs 1,000 


respectively. 

The draft plan ostmsibly mates anjit- 
lempt to create a core of small groiyers to 
boost tea output. However these growers 
will mainly help the large estates to pro¬ 
duce more rather than emerge as indepen¬ 
dent producers, in fact on close examina¬ 
tion this scheme looks like another ruse 
to favour the large growers. It will help 
them increase their output (and of course, 
their profits) at minimum costs. For 
instance, for cultivating one hectare of tea 
land an estate would have to employ at 
least two full-time workers, apart from the 
cultivation cost of Rs 52,()00. The labour 
(which includes wages and other sub¬ 
sidies) at the current rate will come to' 
around Rs 900 per month for two workers. 
This amounts to Rs 32,400 for 36 months. 
The workers will also need to be covered 
under the Plantation Labour Act which 
includes free housing, medical facilities, 
primary education for their children, etc. 
Linder the new scheme the estate will have 
to spend only Rs 14,400 for 36 months as 
the stipend and all other expenses will be 
borne by the ‘small’ grower. This paltry 
investment will enable the nucleus estate 
to claim the entire produce of the grower 
for the following seven years. 

Apart from being lucrative for the large 
estates this scheme will also result in 
exploiting the small grower. The grower 
is bound to sell his entire aop to the estate 
at the rate of Rs 3.50 per kg. The current 
rate for green leaves in West Bengal and 
Assam is between Rs 5 and Rs 6 per kg 
and is likely to increase with the rise in 
tea prices. The rate fixed by the Tea Board 
is too low but the growers will have to 
accept It because they will have the right 
neither to negotiate with other buyers nor 
to demand a higher price from the nucleus 
estate. 1 he proposed agreement enables 
the nucleus tea estate to “purcha.se green 
leaf at a minimum price of Rs 3.50 or such 
enhanced price as may be fixed in con¬ 
sultation with Tea Board/TRA/UPASI 
from lime (o lime” (Clause 4(aKiv), em¬ 
phasis added). Of the three organisations 
mentioned, the Tea Research Association 
(TRA) is subsidised by the Indian Tea 
Association while the United Planters 
Association of South India (UPASI) 
represents mainly the large growers. Can 
anyone expect small growers to get a fair 
price under such a set up? 

The crisis in the tea industry can be 
eased only if new types of production 
organisations and ownership structures 
are promoted. The present domination of 
large estates owned by private sector tea 
companies has been largely responsible 
for the state of affairs. Encouragement of 
small growers will help in extending the 
area under tea and in boosting produc¬ 
tion. However, the Tfca Board’s approach 
is coloured by its bias towards the large 
growers. It has propagated the int«ests of 
the tea companies, spent public money in 
rehabilitating them even when most- of 


these companies have shown httie com¬ 
mitment towards developmrat of the in¬ 
dustry and its workers. Hence its new plan 
of encouraging small growers is mainly 
centred around how they can help the 
large-scale private sector. Such an ap¬ 
proach will help neither the small growm 
nor the industry. 

It is therefore absolutely necessary that 
small growers be independent of the large 
growers. The experiences of small growers 
in the Nilgiri district of Tamil Nadu are 
very relevant in this regard. This district 
has nearly 30,(X)0 small growers whose 
average holding is a little less than one 
hectare. Till the 1950s small growers there 
were dependent on the large estates for the 
sale of their green leaves. The Tea Enquiry 
Committee of 1958 (Menon Committee) 
had observed that this type of relationship 
would not benefit the small growers in the 
long run. It recommended that in order 
to be independent of the large growers, 
small growers should set up co-operative 
tea factories for processing their green 
leaves. The district has at present 13 
co-operative factories which together have 
over I0,(X)0 members. The co-operative 
factories have collectively emerged as the 
largest tea producers in the district (see 
EPW, August 26, 1989, Resiew ol 
Agriculture). 

The Tea Board’s contribution has un¬ 
fortunately been minimal in the develop¬ 
ment of co-operative factories in the 
Nilgiris. It had refused to grant any finan¬ 
cial aid or loan for .setting up these fac¬ 
tories. The earlier factories (those which 
were formed in the 1960s) had to start with 
loans from commercial banks at high rates 
of interest. The later factories got 
assistance from the National Co operative 
Development Council. The lea Board, on 
the other hand has not even disbursed the 
amount sanctioned as loans for co¬ 
operative factories. Even in helping in¬ 
dividual small growers it has been indif¬ 
ferent. The Board has schemes for pro¬ 
viding subsidies to small growers for 
replantation, pruning and replacement. 
Only a handful of small growers in the 
district have been able to get these 
facilities. 

Though the growth of small growers is 
a necessary step to increase tea produc¬ 
tion, the Tea Board is hardly the ap¬ 
propriate authority to undertake this ven¬ 
ture. It could be given to rural develop¬ 
ment agencies which would be more sym¬ 
pathetic to the problems of small farmers. 
At the same time co-operative tea factories 
must be started in these areas to ensure 
that the small growers are not exploited 
by the neighbouring large estates. 
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tookiiig Back 

A K Banei^ 

Rv Thapar^s memoirs recapture vividly the atmosphere of 
Bombay of the immediate post-war ^ars. A personal response. 


ALL These Years is the title of Raj 
Thapar’s memoir which has been widely 
acclaimed. I want to talk about all the 
yem that 1 knew Raj and Romesh, dearest 
friends—over 40 years, which is the span 
of the book. 

When I read the book,. I felt that Raj 
was talking to me, and that I was re-living 
my life. The story begins in June 1945, 
when Raj got married and came to live in 
Bombay in Mafatlal Park by the sea as my 
friend and neighbour. 1 was just beginning 
to know her then—I had known Romesh 
earlier—but she was already beginning to 
stand out in my estimation. Romesh had 
a magnetic personality and was much 
sought after, Raj was quieter but with a 
mind of her own, and was the humanis¬ 
ing influence whenever Romesh was temp¬ 
ted to behave like a bull in a china shop. 
Once, early in their married life, Romesh 
flung the breakfast plate away because he 
did not like the way it was made. Raj could 
not stop giggling; she thought it funny 
that a grown-up man should behave like 
that. Romesh saw the point, felt small and 
foolish, and never tried that gambit again. 

Raj recaptures vividly the atmosphere 
in Bombay at the time. The devastating 
war in Europe had ended, but the two 
atom bombs still waited to be dropped. 
There was universal relief, and hope of a 
new world arising Out of the ashes of the 
old. Chuahill, at the peak of his fame and 
power, had decided to go in for immediate 
general elections on the advice of his 
trusted and astute friend, Beaverbrook, 
who had assured him of victory by a 
majority of at least 100 seats in the House 
of Commons. But Clementine knew bet¬ 
ter and had told Lord Moran, Winston's 
personal physician, that her husband had 
no idea how the rest of the world lived, 
never having travelled by bus and having 
hardly been inside a tube station. As the 
election results started pouring in from 
London, we sat glued to the radio and 
hailed with joy the news of the landslide 
victory for Labour, from whom we 
expected much at the time after the 
lessons of the war. The voter was not 
ungrateful to Churchill for his war leader¬ 
ship, but did not have faith in his capacity 
to rebuild a new world. 

It was during their brief stay at Mafatlal 
Park that Raj and Romesh came to know 
Rajani Palme Dutt, the leading theoreti¬ 
cian and intellectual of the British Com¬ 
munist Party, who stayed with them for 
a month during his first and last ‘permit¬ 
ted’ visit to India. Two photographs 
•domed the office desk of Raj and 


Romesh—one of Palme Dutt. who had 
displaced Nehru after the latter had let 
down the RIN mutineers in February 
1946, and the other of Sachin Chaudhuri, 
founder-editor of the tconomk Weekly 
and of its successor. Economic and 
Political Weekly. 

With the coming into power of the 
Labour Party in Britain, the approach of 
Indian independence became visible and 
exciting, but was mixed with foreboding 
over the danger of partition. We ‘sleep¬ 
walked’ into it (as Raj did into Marxism) 
without realising iis grave long-term con¬ 
sequences and that it was a crime against 
humanity.,The oiiginal date set lor the 
transfer of power was June .10, 1948 and 
it would have given us more time to think, 
but Mountbatten changed all that, hav¬ 
ing made up his mind in favour of parti¬ 
tion even before leaving England. He 
arrived in India in March 1947 and 
stampeded the complex transfer ol power 
based on division of territory in a few 
months. The argument was that civil war 
would have broken out otherwise; no one 
had the clarity to loresee that wars bet¬ 
ween nations are far worse. They thought 
that friendship would be born overnight 
out of the ashes of hatred and violence 
fanned into flames for years. A kitid of 
political madness had seized the country 
at the time, to allow such a monstrous 
calamity to take place. ‘Over my dead 
body', both Gandhi and Nehru.had said. 

So it was with joy and sorrow that all 
of us celebrated the first independence day 
in london on August 15, 1947. It was 
wonderful to feel free at last and be looked 
upon as equals after years of struggle and 
sacrifice. How much we owed to the 
previous generation for giving up so 
much, their own lives not excluded, for a 
great cause which inspired them. It is this 
inspiration which is missing now. 
Apparently, the cause of building the 
counts/ from bottom up, on the basis of 
social justice, does not carry the same 
inspiration. 

When Raj and Romesh were at the 
crossroads of their life in 1959, Seminar 
came as a saviour to change their destiny. 
This is the crucial paragraph in the book: 
“Seminar came out looking beautiful. 
Handling it that evening at the bang-up 
celebration, I knew it' was there to stay, 
healthy from the surt. We had managed 
every little part of the operation with the 
minimum of expenses fiom the start, and 
that was the secret of survival in India if 
you wanted to preserve the quality of wlut 
you were doing as well as your own 


toteg/tty. Seminar had made us, in some 
inexplit^le way, suddenly free. We were 
doing OUT own thing which depended on 
nothing but ourselves and this gave us joy 
which brought purpose and confidence 
and optimism surging back, everything 
failing into place, the communist 
nightmare having fled leaving behind 
lessons we had learnt, hopefully not to be 
foigotten!’ 

Seminar is still being run by Raj’s 
daughter, Malvika, and comes out on the 
dot on the first of every month. It makes 
us feel the continued presence of Raj and 
Romesh. 

Raj completed this memoir on her 
deathbed. It was meant to be a legacy for 
posterity and the last chapter was un¬ 
finished. Would she have published it in 
her lifetime? I do not think so. This could 
be a point of criticism, but does not af¬ 
fect the outstanding quality of the book 
which will be read avidly. It is meant to 
be revealing, thought-provoking, not to 
answer quntions, for that the search must 
go on. Tlie book begins with the political 
madness that led to partition, and ends 
with the political madness that led to 
Operation Bluestar and the subsequent 
assassination of Indira Gandhi We are 
not yet out of the mad-house. 

Raj used to say that noi for a moment 
did she regret having married Romesh. 
And when she passed away, Romesh had 
no one to talk to and check his opinions 
with, so he too passed away in a few 
months, leaving behind an imoerishable 
legacy, AH These Years. 
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London Economic Summit 
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fhe developing world is losing the initiative in the formulation of 
ts policies—and the xiews of the Croup of Seven will matter 
nore and more in the shaping of its destiny 


rHt leaders of the seven largest market 
iconomies in the world—Britain, Canada, 
'ranee, German>, Italy, Japan and the 
Jnited States -have just concluded their 
neeting in london In many ways it was 
I histone meeting I he leaders met in the 
iftei glow of having tackled the Ciult 
.nsis succcssfiillv The summit received 
Tiorbachcv as a supplicant, and heard him 
.ctk assistance in the Soviet Unions 
novcinent towaids a maikct economy 
I his ts the first western economic summit 
n which united Cicimins has paiiici 
sated, though with slightlj different 
tconomic and political conccins 

1 he (i 7 leaders clcarlv sense that they 
tre on the verge of a new woi Id order and 
hat 'hev must use then immense econo 
me and poliiieal powei to steer it in the 
lireelions thes want But what kind ol 
world do they wish to see emerge’ In veiy 
blunt terms, they would wish to sec 
—a UN Seeuriiv C oiineil with enhanced 
powers to intervene militarily, a la the 
Gulf crisis, 

-reduced military eapabilitv on the pan 
of the Soviet Union, 

—a demiliiai ised third world 
—enough political and economic stability 
in the Soviet Union and eastern 
Europe, to prevent an exodus ol '■efu 
gees to western Euiope and the other 
rich countries, 

- the spread of mai ket icono.m and the 
creation of propertv rights in all <.om 
munist countries 

—a third world which is csstiuiallv depen 
dent on the (i 7, but making enough 
progress to prevent the spicad of penct 
ty and famines and controlling popula 
tion growth, and 

—more action on environment and bviicr 
supervision of nuclear safety standards 
5uch are the bnsad aims of the (i 

But Gorbachev came to the meeting cx 
pecting largesse Uis country is undcritoirig 
severe economic disruption Soviet CiOP 
fell by 10 per cent in the lirst halt ol IJ9I 
Imports this year aic tunning at nearly 
half the level ol the previous vear Gil 
output IS shrinking Ciorbachev wanted 
credits and loans He may be Usokiiig loi 
assistance ol the order ol S 1^0 billion 
over the nest live to six years 1 he <i 7 
however, has been least obligiiie and there 
arc deep divisions within the group on 
now much money it can make available 
Germans —which is most inteiested in 


giving aid to the Soviet Union, because 
It Icars refugees and because it stands to 
gam the most from a prospeious Soviet 
Union and eastern Europe—is already 
burdened with an annual bill of nearly 
$ 80 billion in rehabihtating eastern 
Germans Japan is sick of being asked to 
put up money, without at the same time 
being given a commensurate status at the 
G table Iwo of the traditional surplus 
countries have little money to give Ihe 
US feels that its budget crisis leaves little 
loom for efforts of this kind Britain is 
going through a large balance of payments 
deficit Overall, little money is forthcoming 

But the Cl 7 IS concerned lest Gorbachev 
lose face It is also concerned that a break 
up ol the Soviet Unton could be chaotic 
not least because of the uncertainty regar 
ding the parcehsation of control over 
nuclear bombs and facilities So a deal is 
struck There is to be technical asvuiancc 
ot all kinds to prepare the Soviet 
economy lor market picKesses by gianiing 
il an associate status with the IMi and 
the World Bank to rehabilitate and 
upgrade oi' pioduction (Kilei supply of 
oil would benefit the industiial eountri s 
also, by keeping a downwaid pressure on 
oil pricis) to convert ihedetciuc iiidusiiv 
foi civilian output, to impiovc food 
distribution 1 he Ci ^ has also promised 
lurilicr efforts to promote Soviet trade 
with eastern Europe 

W hcic doe this leave the Soviet Unii n’ 
(lorbacliev has committed himself to a 
market economy and anv going back on 
that will mean a drying up ol ill western 
support The conservatives in the Soviet 
L nion would need to think twnc bclore 
taking any such action And as the rypub 
lies gain autonomy m economic affaiis 
there is likely to be severe disruption and 
possible shortages ol food I here is a 
vague hint that food assistance might be 
lorthcommg from the G 7 should con 
ditions deteriorate but theic is nothing 
linn on the agenda 

1 he Soviet Union, however, must agiec 
lo Lilt us armaments and it is not a com 
cideiicc that agreement has been reached 
on the START treaty The technical assis 
tance promised to convert defence m 
dusiiies lot civilian eiutpui should also 
enable the Ci 7 to ascertain how quickly 
the Soviet military establishment can he 
wound back 

t)nc thine is clear the third woild can 
no longer look to the Soviet Union lor 


support in any dispute with the west. 

The G-7 also paid some attention to 
eastern Europe, as part of its concern over 
the economic and political stability in that 
part of the world It noted that nearly S 31 
billion had been mobilised as bilateral aid 
by the industrialised countries (with near¬ 
ly 40 per cent of it contributed, according 
to Germany, by it) And it promised to 
open up trade opportunities, particularly 
with the EC, in steel, textiles and agricul¬ 
ture It foresees special associate relation¬ 
ships between the EC and eastern L urope 
as part of this process This raises the 
possibility that west Europe may throw 
open trade opportunities to east I urope 
at the expense of other parts of the world, 
including the developing countries 

What ol the developing world’ Its con 
cerns did not seem to figure promincnily 
in the discussions John Major, when he 
was the chancellor of exchequer, had pio 
posed in 1990 faitly significant measures 
fot lelicf on the bilateral ofticial debt of 
low income countries m Africa and cist 
where He was hoping to secure Cj 7 cn 
dorsemeiit tor this Bui apparently Japan 
and ihc US were both less than cnihusias 
tic So a decision has been postponed 

This IS not to say that iht fi 7 has not 
acted boldly m the past where its iniciesis 
seemed ti» be involved II was able to agiti 
on substantial debt write oils lot Poland 
and tgvpt early this year lest the othei 
developing euuntries should entertain cx 
peetations of similar ho'p the Ij has 
now made it cleai that the Polish and 
I gvptian deals should be treated as 
exceptional 

But the G 7 is concerned about the 
military eapabilitv nl the third world and 
the nuisance thi, could become It has also 
realised that the competition among us 
own member countries to seeure arms 
sales abets this process This is not easy 
to control Pioposals have been made to 
develop a central registry process undei 
the aegis ol the UN to bring the arms 
trade out into the open And, clearly, 
pressure will be put on eouiitnes outside 
the (i 7 grouping—( hina, Brazil, Chile, 
KtacI and South Africa lot example—to 
(all in line 

I line will be pressures on developing 
countries lo cut their military expen 
diturcs Negotiations with the IMF and 
the World Bank for structural adjustment 
loans provide an opportunity for the G-7 
to picvs lor cuts III military expenditures 
as part ol loan coiidiiidnality While this 
ha noi yet become open, Clearly these in 
stiiiitions arc groping for a technical basis 
for doing so T he Ci 7 concern about en¬ 
vironment has already become part of 
conditionality, in future, there will be even 
more emphasis on it 

But what of the G-7 incmbcr-coumries’ 
own internal economic management^ The 
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IwhtritllMil unimtrtci am going through 
■ noBMioB and unemptoment hu utuin- 
ed maior ptoportioiu. The US is dearly 
worried a^ it was known that it wished 
10 see lower interest rates. There is also 
some concern at the failure to conclude 
[he Uruguay round of trade negotiations. 
The G-7, however, seems to have made 
only modest inogress in reaching under¬ 
standing on these matters. It noted that 
there are increasing signs of economic 
recovery, and left it at> that. On the 
Uriigu^ round, there seems to be greater 
determination to reach agreement; and the 
G-7 leaders committed themselves to talk¬ 
ing to each other should difficulties arise, 
but by implicitly linking argicuiture, the 
thorniest of issues, to other areas (services, 
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intdiectual property rightt) they have 
managed to deflect attentton from it 
somewhat It is anybody's guess whether 
there would now be a bi^through in the 
negotiations on agriculture. 

The developing countries should in¬ 
creasingly prepare themselves for a world 
in which their position is marginalised. 
There will be less sympathy for their pro¬ 
blems. They should be prepared to invite 
foreign investment, liberalise trade and cut 
military expenditure. Some of that could 
do good to their economies. But the fact 
of the matter is that they are losing the 
initiative in the formulation of their 
policies—and the views of the G-7 will 
matter more and more in the shaping of 
their destinies. 


Role for Non-Malays in Economy 

M G G Pillai 


Malaysia’s new development plan outlines a significant role for 
non-Malay communities, while ensuring that the Malays continue 
to control a third of the economy. 


MALAYSIA’S new 10-year development 
plan—the Second Outline Perspective 
Plan (OPP)—passed by Parliament earlier 
this month with its emphasis on 
multiracial involvement fur an in¬ 
dustrialised society reflect.s the confidence 
with which the Malay and ‘bumiputra’ 
community view their role. The OPP 
outlines an important role for the non- 
Malay communities amidst a continuous 
push to ensure iht Malays and the 
'bumiputras' achieved theit target of 
countrolling 30 per cent of the economy. 
Its more liberal outlook of the country’s 
developmental growth comes a.s Dato’ Seri 
Mahathir's view of an industrialised 
Malaysia by 2020 takes shape. It reflects 
changing perspectives in government 
the business community, and the growing 
confidence with which national issues are 
decided upon. That the Malay community 
has not reacted against it, as it would have 
only 10 years ago, refects the changing 
mood, and the realisation among them 
that there is a place for everybody under 
the Malaysian sun. 

This contrasts sharply with the deli¬ 
berate pressure on non-Malays under the 
New Economic Policy (NEP), which end¬ 
ed last year, when implementing policies 
that on paper, could not be faulted. This 
during the l%9 racial riots, led to (light 
of capital and a steady migration of those 
with essential skills to Australia, Canada, 
Singapore and other countries which was 
probably a panic reaction. Many migrants 
now return, partly as the economic reces¬ 
sion begins to bite in those countries, 
especially in Australia, and partly because 


of the more enlightened view in Malaysia 
of the role they could play in the coun¬ 
try’s development. The civil service and 
political view had also changed in the 
meanwhile. There is, for in.stancc, a con¬ 
scious attempt to persuade Hong Kong 
and Ihiwanese businesses to invest in 
Malaysia, something that would have been 
unheard of only a decade ago. 

That is cleat in the OPP: only a 
politically and economically confident 
Malay community can address itself to the 
problems of the other communities. The 
OPP aims for development in tandem at 
all levels of .society: high-speed economic 
growth at one end and social and cultural 
development at the other. But with tiie 
best of intentions, the disparities and dif¬ 
ficulties would remain, as they do in the 
most developed ol countries. 

In 1989, a year before the NEP was to 
run Its 20-year course, the government ap¬ 
pointed a National Economic Con¬ 
sultative to review it and suggest how a 
new plan could replace it. As it happened, 
there was no unanimity m its recommen¬ 
dations and the government did not 
accept all the recommendations. The 
NECC report has yet to be released, but 
some of the recommendations have been 
incorporated in the OPP, and the National 
Development Plan (NDP), from which the 
OPP will take its guidance. An indication 
of how the NDP will fit in would be 
known when Dato’ Seri Mahathir an¬ 
nounces the Sixth Five-Year Development 
Pian next year. 

The NEP was initiated in the aftermath 
of the worst racial riots in Malaysian 
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history; and H was impkoieotad by 
radally-committed Malqr dvii serviotg. 
The Oiinew conununity, especially, bore 
the brunt of offidal attempts to ensure 
that the Malay busincm interests had a 
niche in the Mahqisian economy. It was 
viewed overseas as an offidally-inqrind 
affirmative action ptogianune in Havour 
of the Malay community. The Chinese 
and the foreign investors saw it u a 
deliberate attempt to channel the pace of 
development and business to benefit the 
Malays. This is not denied. 

The underlying basis of the policy then 
was to ensure that the Malays, who had 
political power, also had a stake in the 
economy. This was emphasised fnnn the 
early days of independence when UMNCk 
in negotiating a concord with the Chinese 
and the Indians, it promised citizenship 
to more than one million citizens in return 
for bringing Malays into business. But 
that was not to be. The Malays kept thdr 
side of the bargain, but the Chinese 
business community did not or would not. 
The continual carping between the two 
communities within the ruling alliance 
coalition, often hidden from public view, 
laid the groundwork for a racial tension 
which sparked off racial riots on May 13, 
1%9. 

The twin focus of the NEP was to en¬ 
sure Malay control of 30 per cent of lire 
economy and to reduce poverty levels. In 
that it succeeded. But despite the carping 
oi the Chinese community; it did well. Not 
so the Indians, who retained the same 1 
per cent of the economy as they had In 
1970. The Malay share rose sharply from 
2.4 per cent to 20,3 per cent. The Malays 
have certainly come out on top in tto 
exercise. The other two communities, 
Chinese and Indian, grossly and oiminal- 
ly mismanaging their business con¬ 
glomerates. Several key politicians, in¬ 
cluding the then president and the youth 
leadci of the Malaysian Chinese Associa¬ 
tion (MCA), went to jail for cheating its 
members and ran the organisations to the 
ground; gross mismanagement underlines 
the troubles at the Malaysian Indian Con¬ 
gress’ investment arm, Maika Holdings. 
The directors, in short, stole or mis¬ 
managed the money left in their trust. The 
Malays did not. 

The Malays, therefore, view the situa¬ 
tion from a high moral ground. The 
government looks at every request for help 
from the Chinese and Indian community, 
especially in business, with a wary eye, 
something it perhaps would not do to a 
similar request from the Malay communi¬ 
ty. What IS perhaps more significant is 
that in the 20 years of the NEP, it was an 
axiom of business in Malaysia that no 
non-Malay succeeded without Malay 
partners The Chinese progressed, 
however one looks at it, with Malay 
partners. 
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The Chinese sha^e rose from 33,3 per 
cent to 44.9 per cent. Other Malaysian 
groups rose from almost nothing to 0.3 
per cent. The gains were at the expense 
of the foreigner, whose share dropped 
sharply from 63.3 per cent to 25.1 per 
cent. 

Contentious as the NEP wa.s, its success 
lay in reducing poverty levels and the con¬ 
fidence it gave the Malay and 'bumiputra' 
community in business. Under the OPP, 
the inevitable extremes in wealth will re¬ 
main, as they do in every other country 
and society. The policy concentrates on 
growth through private enterprise, with 
less and less emphasis on government aid, 
and a drastic reduction of subsidies. The 
NEP looked at growth primarily from en¬ 
suring that the Malays were given a stake 
in a massive restructuring cxcrci.se, and in 
active government involvement in in¬ 
dustry, aided by heavy subsidies and 
grants. Tun Razak, the late prime minister, 
had looked at India’s government involve¬ 
ment in business, and the use of policy to 
rein in business, and accepted it. 

But that laid an overly heavy depen¬ 
dence on official handouts or clout by 
Malay business men when they lound 
themselves outmanoeuvred by their non- 
Malay, mainly Chinese, partners. Daio' 
Seri Mahathir is moving the community 
away from a narrow, parochial outlook. 
But he could not have succeeded if the 
Malays had not been comfortable about 
their political and economic position. In 
any case, Malaysia could not have surviv¬ 
ed with the main political group deprived 
economically. 

The OPP, like the NDP. underlines 
Dato’ Sen Mahathir’s desire to move into 
the industrial age and for Malaysia to be 
among the industrialised countries of the 
world. Unfortunately, it was thought in 
haste and in secret and foisted upon a 
Malaysian public—everyone talks about 
it, pays lip-service to it, but there is an 
official reluctance to accept contending 
views, especially from the opposition. 
Besides, without major restructuring of 
the administrative and economic struc¬ 
ture, policies can only make cosmetic 
changes. 

That aside, the initial steps have been 
taken. The move to heavy industry, 
especially the development of a Malaysian 
motor car and of a steel industry, have 
already begun. The initial concerns have 
given way to a more pragmatic view, even 
among the critics. There would, inevitably, 
be more heavy industrial projects. The 
government figured, rightly, that the 
Malay community could not move into 
heavy industry without active coercion 
and control of heavy industry. That has 
begun to pay dividends. But it is also 
equally true that non-Malay support is 
also needed. 
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Growth Theories and Development Strategies 

Lessons from Indian Experience 

Pronab Sen 

The objective of this study is two-fold: (a) to re-establish the macro-economic foundations of development 
strategy: and (b) to reiterate and re-emphasise a convent ioiutl, and now largely ignored, wisdom—-that policy for¬ 
mulation in developing countries, even for meeting short-run shocks, must be based on an awareness of longer- 
run consequences. 

Outlining the broad contours of the evolution of the Indian economy based on existing literature, the author 
indicates the organic linkage between the development process, conduct of policies and the nature of the binding 
constraints on growth. It is from this that an argument for a complete re-evaluation of Indian development policies 
IS developed and an alternative strata for development proposed. 


I 

Introduction 

THI liisiory ol (.nononuc. thought and piac 
titc (dating to tin. less developed countries 
Ot thi world during this laitei half of the 
20th Loniurv i.an he (.lassilicd into two 
disti(ii.i and siiiial sipniints oi, >n ihc words 
of A K nasgiipta rpoehs 
1 he IVSOs and IdhOs weie the eta ol 
deiolunisation, and the piiness of transition 
ol till newlv tniergtnt nations from passive 
viitinis of cMcinal isploilation to active 
arbiters ol then own destiny was fertile 
ground foi the eiiieipence ol development 
eeononiics as a field ol eiuiuiiv in its own 
right Dcvelopminl tcoiiomics blanched off 
in two distinct diic'clioiis < )n one hand there 
were the murocconoinic issues which aiose 
from the insiiiulional dillcrences between 
developing and indusiiial cxonomies On Ihc 
Other hand wen iht more niaciocconomic 
problems of gencraiing i.ipid and sustained 
giuwth in tcononius which had only the 
rudiments of an industiial sccloi 
issues ol growth ami dinlopnicnl sliategv 
were central to many ol the great debates of 
this era Iheccoiionm histones ol alnadv 
industiialised countne. were disinterrtd and 
rc'enamined wtth niiich incatet analytical 
rigour than esci beloit in oidei to identilv 
the sources ol growth I hi stages ol giowth 
'take oft into sell snaaiiud giowth', the 
Ku/netsian I .uim balanced and un 
balanced giowth the dual economy ‘heavy 
vs light tndiistiialisation all wen products 
i>f Ihts tiKiidiblv feiiili ipocti of ccoiioinii 
thought 

Hand in hand with the conceptual and 
rmpirical evolution ol development 
xronomics, Iheie wen tiemendous advatices 
made in giowth theoiy 1 he lathei piimitive, 
though most insightful growth models ol 
Harrod and Doniai were supplemented by 
1 whole hosi of new models and concepts 
The Solow Swan. Kaldoi Pasinetti and the 
wo sector models, the 'turnpike' and op 
Imal control are only a lew ol the instances 
These models to a laigc estcni drew then 
nspiration from the butiiiiig issues ol 
levelopment econuniics and in turn, pro 
rided the theoretical foundations lor much 
if the development stiategv literature 
This symbiotic iclaiioiiship between 


development economics and growth theory 
was most significant in that it Ic'd to a more 
Ol less constant awareness of medium and 
long run issues in the formulation of 
devciopmeni policies 1 here were no doubt 
any number of aberrations arising out of 
siKial, political and admimsttaiive conmpul 
sions, bui conceptual myopia was seldom the 
cause 

(he idealism and Ihc concern about 
global growth that had characieiised Ihc 
IVSOs and IV60s all but vanished in the 
economically more turbulent I97(K and 
1980s ihc oil puce shocks ol 1971 74 and 
1979 80, the global recession ol tlie early 
1980s and the 'debt .risis' ol the mid to 
late I98(K shifted the attention ol policy 
makcis from long run strategic issues to veiy 
short run lire lighting in the developed 
‘north’, global idealism was seen to be an 
uiialloidabic luxury and battle front terms 
such as ‘economic tnage' canii into currency 

Academic cx.onumics kept pace with this 
altitudinal shift, with ‘growth and deyclop 
ment' giving way to ‘stabilisation and ad)usi 
ment’ as the catch words lor the proles 
suin' Ihc shift away liom maciu 
dynamics to niaciu statics led inevitably to 
a ccilain pauperisation ol development 
theory lor the most part, the sttuctuie of 
and the analytical techniques used m inacio 
statics weic well known, and little new was 
added Ihc mcist significant devilopmcnt in 
till field was in the aiea ot < onipuiahic 
Ciciieial Lquihbrium’ (( Id I models, which 
more or less displaced planning and op 
iiinisation models liom the Icuelront ol 
academic and policy discouiscs 

On the othei hand, the new found cm 
phasis on ‘efficiency’ gave an aoded fillip lu 
the micro economics stream of development 
economics, which had liecti relatively low 
profile during the earlier eta This field grew 
to suchgcHid effect that today development 
IS sevn muic as a piixcss ol getting each sex 
(oral paiameier and institution right rather 
than how they lit into the oveiall scheme of 
things I hcic IS no doubt that this burst of 
reseaich on micro economic issues was 
necessary, and it has contributed con 
sidcrably to the understanding ol Ihc 
dilleienies between the development 
experiences ol different countries But sec¬ 
toral optima should be contingent upon 


macro-economic conditions and not the 
other way around 

1 he biggest casualty ol this era of inteliec- 
tual retreat un the macro economic front 
was policy formulation in developing coun 
tries The new challcgcs thrown u^ by the 
turbulence ol the period could not be met 
by the application of new theories and 
perspectives - As a result these countries 
were forced to employ orthodox (i e, DMEC 
based) short run macroeconomic manage 
tneni policies with very little idea ol the 
loiigei run consequences ’ In ihis vai uum, 
the rathci doctiinane pohev lecommenda 
tions of the multilateral aid agencies led bv 
the IMI held sway 

What Is perhaps wot sc, the dominant 
growth and developiiiciii prescription 
available tiwlay- the Wot Id Hank’s structural 
adjustment’ package scents to be basexi 
more on ideology than on any clear and 
ngoious analysis of developmental pro 
cevses I he emphasis, or lather almost total 
reliance un rnaiket loiccs which iliaiac 
tenses this approach appears to tgnou much 
ol histoty and all the various distortions pn 
seni in developing countries which call lot 
at least ludiciuus government imervcntions 
fills IS pel haps an inevitable consequence 
ol the emerging dominance of micio 
economic development theory and de 
emphasis ol macio-economic issues Since 
most arguments loi government intervention 
aiisc out ol macro conditions, almost any 
overtly micro economic approach will 
invariably require the minimisation of the 
government’s role and expansion of untram 
mellcd market fnices, no mattei how map 
propriaie it may be given the imperatives of 
social and political factors 

Ihc objective of thi« study then is two¬ 
fold (a) to re establish the macro-economic 
foundations ol development strategy, and 
(b) to relict ate and re emphasise a conven 
tional, and now largely ignored, wisdom— 

I ihcy formulation in developing countries, 
even lor meeting short run shocks, must be 
based on an awareness ol Jonger-run con¬ 
sequences This has become even more im¬ 
perative now than earlier, since the complex¬ 
ity ot growth processes has increased 
substantially, at least in their theoretical 
recognition * Much of what is presented in 
this paper is-well known, but little has been; 
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done to integrate these commonly available 
insights into a development policy perspec* 
tive. The pnmaiy objectives of this study will 
be to try and fill this lacuna in its small way 

II 

Conntrainta to Growth and 
Dt*velupmont Policy 

GROWIH CONSIHMNIS AN 
INIROIHK I ION 

1 ike most of etonomiLS, growth theory 
IS concerned with maximising an objective 
function (the rale of growth of CiDP lg(y)| 
in this instance) subject to the limitations 
placed by certain exogenous constraints In 
Its simplest and most commonly used fotm, 
the growth rate is specified as a lum turn of 
the late of capital accumulation of 
investments 

gfv) i/v (I) 

whcic I rhe invesinient rale (investiiiciii 
(lOP) 

V incumciital capital oiilpul ratio 
(1C OR) 

In (he earliest growth models ii wa< 
believed that the primary constraint on ac 
cumulation was the availability of savings 
which was dticrniiiicd bv the savings 
behaviour of the economv This gave the 
famous Haiiod Ihimar waitatitcd growth 
path 

g(v) s V (2) 

wheic s margiiial propensity to save 

Iniiiallv both ‘s and ‘v’ weie treated as 
paianieters so thtt the maximal attainable 
giowth late wa. seen to be outsioc the con 
tiol of the policy makers The pevhey pro 
hitm then was to ittain and maintain the 
warianled growth rate, which was com 
plicated by (he saddle point nature ol (he 
growth path wheicby even minoi deviations 
from the path would lead to instability ' It 
was htrwevei rjuicklv realised by develop 
mem theonsis and planners that neither of 
the arguments eould be 'teated as para 
meters Three main lines ol gencralisaiion 
emeiged—(a) efieet ol ineome distribution 
on V (Pasinetti) (b) technologieal ehange 
(kaldoi), and (e) tlfeel ol the (‘eoiiomie 
siriKture on s and v tMahalanobis 
Kidman) 

Although ihewe developments led to a eon 
sideiable increase in the sophistication ol 
growth models, the essential problem ic 
maincd simple a single eonsiiaini The real 
importance of these researches lay elsewhere 
It was in the rece gnilion that jkvIicics could 
be directed not only towards attaining the 
maximal growth rate for a parametrically 
given constraint, but thev could also be 
directed toward relaxing the constraint 
itscll * T here were also the first stirrings ol 
dissatisfaction with the single constraint 
model This was most often articulated by 
applied economists and planners in terms of 
the ‘absorptive capacity' of an economy, or 
the ability of an economic system to utilise 
productively the possible investments 


The first rntyor compHcatton was in¬ 
troduced by Chenery in his ‘TWo-Oap’ 
model, which explicitly recognised the role 
of imports in the creation and effective 
utilisation of productive capacity The ‘Sav 
ings constraint' of the earlier models was 
therefore supplemented by a ‘Foreign 
Lxchangc constraint' As it happened, the 
full significance ol the 'Two-Ctap' model was 
not realised until much later In ihcearlv ver 
sions, the classical assumpiion ol a savings 
constrained investment function continued 
to be made This had a sciendipitous effect 
on the relationship between the two con 
sliainis (he inllnw of foreign exchange in 
the form ol foreign savings (either aid or 
debt) would augment the availability ol 
both foreign exchange and invesiiblc 
resources I ikewisc ellorts ai iclaxing the 
domc*slii savings coiistiaint would also lend 
to relax the loreigii exchange constiaim 
Thus there was apparently no ual coiillict 
between the two 

The most valuable contribution ol the 
Two Gap' modi I was iii opening up the 
closcu economs sirucluic of the carhci 
models I his added an enlirely new dimen 
Sion to development policy and planning In 
pariiculai it laid emphasis on the tiadi oil 
between current produclioti and capacity 
creation, and its a.‘nsitivii> to the allocation 
of imports between tapilal goods and inter 
mediates Peihaps equally importantlv, it im 
phcitls raised the likelihood ol capacity 
under utilisation which was assumed away 
in earlier model* In practical terms, it also 
provided the most compelling lusiilication 
lor development aid and the conlinuipe 
expansion ol the multilateral aid agencies 

This model has been the most durable in 
sv< far as its innuciicoon policy lecumnicn 
dations are concerned This is not the least 
because il provides ihe intellectual ruison 
dtire for the muhilaleral aid agencies w ho 
aie now the dominant purveyors of develop 
ment advice in the world " Bui this is ol 
course not all This model is, il piopcriy 
utilised a very powerful one and sheds light 
on a number of irnporlant policy decisions 
such as whelhci to follow an export led 
siiaiegy or an import subsitituiitig one 
when and how much U> tiorrow on the intei 
national monev markc s, wheihei and on 
what terms to allow foreign direct in 
vestments etc Its place in the tool kit ol the 
devciopmcni theorists is unquestionable 

Ihe next imporiani conceptual develop 
mciit III this held was ihe intioduction ol 
the'Agricultural con'iraini to growth I his 
was uniquely an Indian cuntiibuiion ind 
arose out ol the development experu iiccs ol 
the counirv ' But its application range is 
very much wider Unfortunately it came at 
< time when develovmcnt and growth Ihcoiy 
were already in letrcat and, as a result had 
much less impact than ii deseives The 
basic arguincni ol this theoiy is that in a 
poor and piimanly agricultural counirv 
slow growth of the agricultural sector places 
a limit on the inaximuin nan in/lalionan 


rate of GDP growth which may be very dif- 
ferept from the savings- or the* foreign 
exchange-constrained rates The simplest 
version of this relationship is as follows " 
g(V) n I lg(a) n)/L (3) 

where g(a)-exogenously given growth 
rate of agriculture 
n -growth rate of population 
r income elasticity ol demand 
toi agricultural output 
Simple iKough the above expression may 
be this theory is ol a considerably higher 
dcgtec ol sophisiication than its precursors 
III the first instance, it recognises that growth 
and development arc not synonymous terms 
and that development policies have objec 
live* (in this case, inflation) beyond the 
maximisation ol the GDP growth rate 
Second, Il emphasises the importance ol the 
sectoral break up ol developing countries in 
terms ol ihc rclalist elliciencies ol invest 
nicnt and ihcir amenability to policy in 
Hue nets I hud and perhaps most impor 
tanils It brings oiil siaikiv the interaction 
between the growth constraints, and Ihe need 
10 he aware not only ol the immediately bin¬ 
ding constiaint, but also Ihc extent of slack 
available in the others ' 

Iht dual economy' models o l^is, 
Jorgensen etc capture only a van of the 
implications ol ihc agricultural constraint 
model, and are ically the building blocks for 
It in order to do lull justice to poor, 
dominanils agricultural economies, the 
‘wage goods constraint has to be married 
lo Ihe macro economic issues of income 
disiribuiion, inflation, balance ol payments 
cic which this iheoiy seeks lo do 

The latest addition to the family of growth 
constraints is the 'Fiscal constraint', which 
has originated in the I atm American Neo- 
Siiucturahst school " fhis constraint is 
based on Ihc insight that pioductivc utilisa 
lion ol piodueiion capacities requires a cor- 
lesponding input ot certain key infrastruc 
lurai lat limes In most developing countnes, 
inirasiiuciural investments are and can be 
carried out almost enlirely by the govern¬ 
ment ot the parastalals If in such a situa 
non the govcinmeni is unable to raise Ihc 
nccessarv resources in a non inflationary 
maniici either capacity utilisation will fall 
Ol Iresh private investments will not be 
made " In ciihtr case, the growth rate of 
CiDP will be adversciv aflecied and may well 
tail short ol the rates jiermitted by Ihe 
savings or Ihc foreign exchange constiainis 
I ike ihi agrtiuhural constraint, this one 
loo lecogniscs the peculiarities and the 
iiiipcralives that guide policy making in 
developing coi'nincs It also brings lo the 
lurclioni the need tor having an active public 
saioi Market (orecs t karly cannot be relied 
upon 10 provide all the necessary inputs foi 
growth and development It also explicitly 
highlights capacity utilisation as an impor 
lant adjustment variable, which had only 
been implicit in Ihe earlier models ''' This 
model has an important dimension which 
IS missing in all the others—it draws a well 
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financial sectors All (he earlier models were 
in essence real in nature, and discussions of 
monetary and tinancial issues were more in 
the nature ol qualifications It is this dimen¬ 
sion that highlights the importance of the 
type and the recipients of foreign capital 
inflows—a feature which should have been 
central to the two-gap models, but was not 

At present, therefore, there are four 
distinct constraints to growth which have 
been identified in the literature and have 
been analysed to a greater or lesser extent 
Howcvci, these arc not all that there is to 
development strategy formulation As has 
been mentioned, there is more to develop¬ 
ment than merely attaining high rates of 
UDPgrowth even on a sustained basis Each 
countiy has a set of minimum socially 
necessary condition^ that economic policy 
has to addicss Inflation has already been 
mentioned in tins lontexi There can be a 
number of others A lew which are of 
relevance to India, toi instance, may be 
mentioned a minimum rate of employ- 
mem growth, poverty alleviation, and 
balanced regional development Any for¬ 
mulation of development policies has to 
retain awareness of these conditions and how 
(hey limit attainment of feasible growth 
targets 

CONCtKIlAt ISSUtSIN Dl VI lOHMLNl 
SiKAIKiS FORMlilAnON 

It should be appaicnt that the emergence 
or recognition ot additional constraints to 
growth has rendcied simplistic the view that 
accumulation and efficient use of capital is 
the sole 01 even piimary basis of growth 
which undcrias virtually all of development 
planning and policy in the earlier years 
While It remains true that sustained giowih 
IS impossible without accumulation, there 
IS need to retain awareness of the nature and 
imerielationship of all Che constraints if the 
sactifices made in current consumption and 
well being implied by savings are not to be 
rendeied intructuuus 

Of the lour growth constraints identified 
in the previous section, three—namely, 
foreign exchange, agriculture and fiscal— 
are considered as ‘siruciurar constraints, in 
the sense iliat ihc'y originate from rigidities 
in specific sectors 7 his is iii contrast to the 
general demand supply indication given by 
the sav ings cuiisiiaini This distinction bet 
ween the struciuial const'aints and the sav¬ 
ings constraint has a crucial bearing on the 
conduct ot policy 

In a siruciuraily-consliaincd ixonomy, the 
very fact that the saving constrained growth 
rate is greater than the attainable implies that 
the investment necessary to attain the 
maximum ,.onslrained growth must be less 
than the e\ rm/e savings TTiis is not a serious 
problem in centrally planned economies 
where either consumplion or planned in¬ 
vestments m long gestation projects can be 
easily adjusted, but it creates compitcalions 
m a market oi a mixed economy where 
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the nature of the inveMmem demand func¬ 
tion, if private investors am not willing to 
tolerate mcteasuig capacity under-utihsation. 
ex-ante private investment demand is likely 
to fall considerably short of ex-ante savings 
Thus a generalised aggr^le demand pro¬ 
blem arises whereby the actual demand- 
constrained growth rate falls short of even 
the structurally-constrained one Moreover, 
depending upon the specification ot the in¬ 
vestment demand function, the system may 
well become unstable or, at the very least, 
display large cyclical swings around a low 
trend growth rate '* 

This problem is precisely analogous lo the 
well known instability problem in growth 
theory which arises when the Harrodian 
‘warranted’ rate exceeds the ‘natural’ rate 
In such a scenario, public expenditure 
becomes crucial m order to avoid problems 
of current demand. The issue is the 
necessary level of puMic expenditure Let the 
savmgs-constrained growth rate be approxi 
mated by (he Harrodian ‘warranted’ rate as 
given in equation (3). If the structurally 
constrained rate is ‘g’, then ‘v g' is the growth 
m capacity requir^ to maintain the con 
strained rate. If the private sector left to itself 
increased capacity at the rate ‘i’ then the 
government must spend at a ran ol |v g 
i| in creating capacity and ai |s v g t], 
where‘t’ is the marginal propensity to tax, 
on non-capacity creating expenditure on 
domestic goods and services in order to 
avoid aggregate demand problems and the 
resulting instability 

This emphasis on non-capaiits creating 
expenditures bv the government is most im 
portani and is totally ignored in sirtually all 
of mainstream economics literature T hen 
IS a general feeling among most aonomists 
and laymen thai non investment expen 
ditures of the government are a dead loss 
to the system and should be held to a 
minimum 1 his is simply not coircct LJndci 
certain circumstances, over investment can 
be almost as bad as undcr-tnvestment, and 
this must be borne in mind 1 hcieloie, in 
a situation where the binding eonstrami to 
growth IS other than the savings eonstrami, 
the government not only has to decide on 
the total level ol public expenditures but 
also Its break up into investment and eon 
sumption on the grounds of macro 
economic stability This also has to be seen 
against the backdrop of claims on govern 
ment finances on the grounds ol socialls 
necessary obicctives 

Monitoring the necessary level ot govern 
meni expenditures, although thcorctieallv 
determinate, is not easy since the paramcteis 
are likely to change over time ''' Howe*vci, in 
a predominantly agricultural economy, a use 
in aggregate demand will, letens panhuy 
raise the prices oi agricultural goods lelative 
to those of other set tors 7 his ot course docs 
not apply to sectors which have administered 
prices 1 hus a convenient rule of thumb tor 
judging the adequacy of public eipenditures 
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terms of trade. So long as this figure, on a 
trend basts, does not move against agri¬ 
culture, public expenditure levels may be 
deemed to be adequate ^ 

In general, this sort of expansionary 
governmciii behaviour contains a danger of 
inflation If there is a downward ngidity of 
non-agrieultural prices because of mark-up 
pricing and a ratchet effect in wage forma¬ 
tion, an improvement in agricultural terms 
of trade can come about only through an 
inflationary piocess This, however, is a 
necessary cost ol mainlaining growth levels 
under uncertainty, and should not be a cause 
tor concern unless indexation is so prevalent 
in the system as to make any inflationary 
pressure explosive In such cases the solu¬ 
tion IS not to permit the emergence of a 
demand squeeze based recession, the 
dangers ot which have already been discuss¬ 
ed, but to tc^ucc the extent ot indexation 
through political processes Unfortunately, 
the standard prcscniition for inflation are 
all based on a savings constrained view of 
the economy As a result the knee jerk reac¬ 
tion IS lo picvcribe a dose ot monetary and 
lisval contraction 

hen the fiscal constraint is in operation, 
however, the danger is much more serious 
Since by definition the government is unable 
to raise the roquired resources It t bridging 
ihe gap between <n ante savings and in 
vestments through non inflationary means, 
monetary expansion is the most likely result 
In tlic short run undei normal conditions 
and with widely dispersed holdings of cash 
balances, nothing inui h may happen ii, on 
I hr othei hand the cash balances are held 
hy a tew oi if the economy is disturbed by 
exogenous shocks which lead to a switch in 
pinilolios liom moiicv balances to specu 
lalivi real commodity stocks, an inflationary 
cycle may be triggered ofl In the longer run, 
however il Ihe fiscal problem is not solved, 
any adequate and steady rale ol growth will 
inevitably be associated with accelerating 
inllaiioii 

in addition lo the general problem 
discussed above, there are a number of other 
diltcrcnccs that arise in policy making under 
dillcrcni operative constraints First, issues 
ol icsouicc generation and allocative effi 
cicnev Jic much less important for struc 
luially cotisiiaiiied economies than for 
savings constrained ones The primary 
objectives ol medium and long-run policy 
making lor the former should be to stabilise 
the constraining sector and then lo maximise 
the growth of the other sectors within the 
limits SCI bv cilhct the acceptable level of 
inflation or bs the balance of payments as 
I c case may be It doing so requires that 
alIcKaiivi elticiciicy be sacrificed, it must 
ncccssarilv be accepted ’’ 

In this context mention must be made of 
the large volume ot literature that has been 
developed in recent years on the ‘rent seek¬ 
ing' or 'directly unproductive’ (DUP) 
activities that are created by import restric¬ 
tions m general, and quotas in particulac 
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The^ument U that in such nstrioive 
regimes reai productive facton are used not 
for production but for cornering scarcity 
rents. This represents a net loss to the 
economy. It should be remembered, however, 
that this argument applies only when the 
resources used in the DUP activity are the 
constraining factors. For the most part, such 
resources are capital and not agricultural 
goods or foreign exchange. Thus the argu¬ 
ment applies mostly to savings-constrained 
economies and not to the structurally- 
constrained ones—a distinction not drawn 
by the proponents of this theory, although 
it is obviously crucial. In the case of the 
fiscal constraint, it may be argued that tax 
evasion is a major source of such funds and 
therefore compounds the problem. However, 
it seems to be a little far-fetched to claim that 
tax evasion is resorted to for generating 
Mush funds—the implication is a very 
peculiar form of the Tiiffer curve' indeed.^'* 

Second, the effects of one-off aid and 
foreign borrowing are very different under 
the various constraints. With the savings and 
the fiscal constraints, foreign resource 
inflows do not cause output to be higher in 
the short to medium run, but allow extra 
capacities to be installed for higher output 
in later years. With the other two constraints, 
however, foreign funds can have a more 
immediate impact by allowing the import of 
constraining goods, if the resources are so 
used. These ‘windfall’ foreign exchange 
receipts, therefore, cause only step changes 
in output levels under the agriculture and 
toreign exchange constraints with very lit¬ 
tle growth effects, but have the potential for 
a more sastatned growth-raising effect under 
the savtngs and the fiscal constraints. 

Sustained inflows of aid or debt receipts, 
on the other hand, have the potential of rais¬ 
ing growth rates in all cases. The magnitude 
of these effects, however, is very different 
between the different structural constraints. 
The output response of the economy to ad¬ 
ditions in import-capacity in any year 
depends upon the foreign exchange multi¬ 
plier. With the foreign exchange constraint, 
imports are required only for the ‘non¬ 
competitive’ forms of imported goods. With 
the agricultural and the Hscal constraints, 
however, marginal requirements of agri¬ 
cultural goods or competitive imports of in¬ 
frastructural capital goods also have to be 
provided. As a result, the foreign exchange 
multiplier in any given country and at a 
given constrained level of output is always 
less in agriculture- or fiscal-constrained 
scenarios than in a foreign exchange- 
constrained one. 

Third, domestic income policies which at¬ 
tempt to bring out desired income distribu¬ 
tions also have very different effects depen¬ 
ding upon the operative constraint. With the 
savings constraint, if marginal propensity to 
save is positively related to real income levels, 
all other considerations apart, greater 
(lesser) inequality of incomes will ceteris 
paribus result in a higher (lower) rate of 
growth. In the short run, however, the ef¬ 


fects are asymmetne, in tht'-in cii lie d sav¬ 
ings may well result in the dawd contmint 
becoming elective such that the level of 
current output falis, whereas deetpased sav¬ 
ings will have no output eapandfiig effect 
since the problem is one of aHowrah axppiy 
constraint. The most tikdy outcome in such 
a case will be a deterioration of the balance 
of payments and a tightening of the foreign 
exchange constraint. 

With the foreign exchange constraint, 
where the bottleneck is a shortage of pro¬ 
ducer goods or relative luxuries, both of 
which are demanded more out of non-wage 
incomes than wages, a more (less) egalitarian 
incomes policy will increase (decrease) the 
constrained growth rate. In case of the 
agricultural constraint, however, where the 
bottleneck is in necessities which are 
primarily wage goods, increased egali¬ 
tarianism will tend to reduce the rate of 
growth. The fiscal constraint, unlike the 
others, places a direct limitation on the 
conduct of an incomes policy. Since tax» 
arc assumed to be rigid, any Fiscal re¬ 
distribution necessarily implies a reduction 
in public investments in favour of higher cur¬ 
rent expenditures. This will almost always 
lead to a reduction in the growth rate. The 
problem gets further compounded if the tax 
system is truly progressive. In such cases, 
income redistribution will lead to a reduc¬ 
tion in tax receipts and hence to a further 
tightening of the fiscal constraint. 

Short-Run Policy-Making in 
D tvuLOPiNC, Countries 

The points made above relate to the 
longer-run considerations that must underlie 
the formulation of any development strategy. 
A distinction is often drawn between 
development strategy and short-run policy¬ 
making for meeting exogenous shocks. This 
is wrong. It should be remembered that all 
economic shocks affect each of the con¬ 
straints to a greater or lesser extent. The 
policy response should therefore be based on 
an awareness of which constraint hires post¬ 
shock and the extent of slack available in the 
others. Proximate indicators may well lead 
to inoptimal policy responses. 

A major source of short-run fluctuations 
in developing countries is weather-related 
agricultural failure. In most cases this is a 
transient shock and does not affect the long- 
run position of the vanous comtraiffls in any 
significant manner. It is therefore un¬ 
necessary to take any steps which would lead 
to irreversible changes in the economic struc¬ 
ture. The immediate outctmie of such shocks 
IS .some degree of inflation. It is, however, 
important to bear in mind the fact that with 
an oligopolistic indu.siriai structure, relative 
price adjustments can take place only with 
some inflation. Suen inflation, therefore, 
should be viewed not as a disequilibrium, 
but as an adjustment phase in which relattve 
prices are adjusting to changed supply con¬ 
ditions within a ‘competitive’ ■ market 
framework.^ 


Efforts at curbing such inflation by con- 
ttai^onary means are distinctly counter¬ 
productive. In the first instance, it can be 
achieved only by reducing non-agricultural 
output—wtu^ simply means adding output 
contraction to outpq^ contraction. Moreover, 
the massive reduction in the income terms 
of trade of the agricultural sector caused by 
this may trigger off hardship selling of 
assets, ami consequently lead to an un¬ 
alterable structural change within the sec¬ 
tor. This will almost certainly have longer- 
run consequences on the position of the 
various constraints and on the attainment 
of socially necessary objectives. 

The alternatives to contraction arc either 
to impose a wage-price freeze on the non- 
agricultural sector as a whole, which reduces 
non-agricultural teal incomes at a given out¬ 
put level, or simply to allow inflation to 
continue and make what adjustments are 
required. The first option in general will im¬ 
ply a tightening of the savings, fiscal and 
agricultural constraints, and a relaxation of 
the foreign exchange one. Thus, other than 
the political and administrative problems 
involved, this option is credible only when 
the foreign exchange constraint is binding 
and slack is available in the othes. 

As far as the second option is concerned, 
the. major problem lies in the balance of 
payments implications. The rise in the 
domestic price level will ceteris paribus lead 
to increased non-competitiveness of 
domestic products vis-a-vis foreign ones, and 
thereby to a deterioration of the trade 
balance. The subsequent price decline which 
will occur with the recovery of agricultural 
output does not in itself .solve the problem 
since non-agricultural prices would have 
settled at a permanently higher level. Finan¬ 
cing the increased trade gap by drawing 
down reserves or by borrowing is a tem¬ 
porary measure which is permitted only if 
the foreign exchange constraint is non¬ 
binding. In all other cases, some lorm of real 
effective exchange latc adjustment must be 
implemented. 

The other major source of exogenous 
shocks is international developments such 
as the oil price shocks or world recession. 
If the shock is a transient one, and the 
foreign exchange constraint is not binding, 
financing the increased trade gap or minor 
reallocation of imports is usually sufficient. 
If. on the other hand, the foreign exchange 
constraint is binding, some reduction in 
short-run growth performance is inevitable. 
This may be achieved by an appropriate 
reduction in the Import-intensive com- 
ptments of government expenditure, such as 
public investments. It should be noted, 
however, that in such a situation there is a 
strong dai^ of a generalised demand pro¬ 
blem arising which will drive down the 
growth rate to below that warranted by the 
foreign exchange constraint. Therefore, care 
must be taken to ensure that the cut-back 
in import-intensive government expenditure 
is matched by an increase in domestic 
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Ktouice-intensive forms of government 
expenditures ^ 

In the case of more permanent inter- 
national shocks which involve a shift not 
only in the intercept of the foreign exchange 
constraint function but also in the slope, an 
eittiie reappraisal has to be made of the con¬ 
straints scenario if the foreign exchange 
constraint remains non-binding, nothing 
much needs to be done except for some 
reallocation of imports lor ensuring that the 
reduction in the slack falls only on non 
essential imports and not on essential ones 
If, howevei, the foreign exchange constraint 
replaces some other as the binding con 
straini, the entire policy framework will have 
to bd re evaluated in order to accommodate 
this new reality Failure to do so will involve 
lane and totdiy avoidable costs 

The confusion between the short run and 
the long run is rampant Most often it in 
volves treatiiv short term transient changes 
as if they are permanent Sometimes, 
however, it works in the opposite direction 
as well A classic example of this is the 
paradox that has been observed of efforts 
at increasing urban emplovnicni in develop 
ing countries actually leading to even greater 
urtian unemployment in the inedmin to long 
run This phenomenon, which has received 
considerable attention in the development 
literature, strongly suggests the existence of 
adjustment mechanisms which arc usually 
not present in developed sountiits and 
which argue for an cniiicly ditlcieni macto 
economics for developing couiiiries llnloi 
lunately, such an integration ol the misio 
economic phenomenon with Ihc desclop 
mem stratify frameworl is as yet not 
available 

Another such instance relates to the ads ice 
that IS frequently given to developing conn 
tries which have chronic balance of pay 
ments problems to allow large inflows 
of direct foreign investment Although 
the motivation is more often than not 
ideological, the arguments are usually 
couched in terms ot short run positive HOP 
eftecis It can be shown, however that in 
developing countries such inllows will 
almost invariably be assoiciated with a 
negative BOP elleci in the shoit run ’ 
Thus if any argumcni in lavoui ot such a 
policy IS to be advanced it must be made 
in long run terms and incniporatcd into a 
wider policy framework 

111 

Indian Lx|M*rit*nce 

BaC ktiROLINII 

I he first, and possihty only, comprehen 
sively articulated development strategy for 
India IS 10 be found in the I irst and Second 
Five-Year Plans and in the Industrial Policy 
Resolution (IPR) of 1956’" Ihc im 
peratives of fulfilling the aspirations of the 
people of the newly-emergent nation state 
dictated a sharp ancl decisive break from the 
colonial economic structure imposed upon 


the country in the past This threw up a 
challenge to Indian economists and plan¬ 
ners, who had little to go on by way ol past 
experience in either India or abroad, to chart 
the course of development from a poor, 
agricultural economy to a powerful and self 
reliant industrial power ^ The Planning 
Commission, established in 1950 under the 
stewardship of P C Mahalanobis, was more 
than equal to the challenge The early plan 
ning framework established by these 
pioneers has gone down in the history of 
economic thought as an outstanding exam 
pie of vision coupled with technical 
excellence 

The subscuucni economic histors ot 
India, on the other hand, shows a relatively 
dismal record of awareness and creativiiy in 
economic management It illustrates the 
extent of inertia in Indian planning and 
policy-making, and us insensitivity to struc 
tural issues It is noi as if now challenges 
did not come up during this period indeed, 
the past three decades of Indian economic 
history, if properly analysed, presents an in 
tcresting case siudv ol how ihe binding con 
siraints to growth van change in response to 
not onlv various cxi'genous shosks hut also 
to development strategies and shoii lun 
macro management policies 

Ihi lacuna was elsewhere It las in ihi 
steady increase in the powers ot lunLiional 
ministtics, and the consequent maiginalisa 
tion of the Planning (ommtssion in 
economic decision making in the couiiiiv 
As a result policy making no longs i 
emanated from an overall maiio csonomn 
perspective, but got fiagmentcd inio stsioni 
domains 1 his led to the loss ol a long term 
system wide vision, which picsiuded not 
only any subsiaiiiive course corrcitioii but 
also any recogniiioii ot such a neixt I he Iasi 
that incremental short run policy changes 
can have substantial cumulative clleco has 
not been adequately appiciiaiid Indian 
economic history is a testament ici this 

It IS not wiihin the scope of this paper to 
provide a detailed exegesis or rigorous 
analysis ol these developments Therclotc 
what tollows IS more in the nature ot laving 
down some ot the broad conioius ol the 
evolution of the Indian economy based on 
existing literature The objective ol this 
histoiical detour is lo indicate the organic 
linkage between the development process 
conduct ol policies and the nature ol the 
binding consirainls to growth It is from 
this that an argument tor a complete ri 
evaluation ol Indian development policies 
IS developed and an alternative siiattgv lot 
development proposed 

NlHKli bKA 

At the time that the Planning C ommis 
Sion led by Mahalanobis began lormulation 
of the development strategy for India, 
growth theory was still in its infancy li was 
believed that the only requirement foi 
growth was capital accumulation The 
theoretical underpinning for such growth 


processes was provided by what is now 
known as the Harrod-Domar model It may 
be recalled that the Harrod-Domar model 
hinged on three cntical parameters—the 
marginal propensity to save (s); the 
incremental capital-output ratio (v), and the 
rate of growth of population (n) These were 
assumed to be exogenously given and cons¬ 
tant lor the period of analysis 

It IS not surpiising therefore that the 
Indian planners explicitly identified the 
availability ot investible resources or savings 
as Ihc primary constiaint to growth in Ihe 
Indian context Bui they did not stop there 
Boriowing from the Soviet experiment, they 
belicsed that neither ‘s’ nor ‘v‘ should be 
treated as exogenously given parameters 
This rcxognition resulted tn formal articula 
non ol the so called ‘Feldman Mahalanobis* 
model which sirissed the role of heavy 
industries in incicasing the savings rate of 
the economy 

fhe innovativeness of Indian planners did 
not slop there Foicign exchange was also 
pcnceivcd to be a serious problem, and il was 
tell that the patiern ol grcnvth should be 
such that It could be sustained c'ven without 
laigt inflows ol foreign capital Although 
this view was never loimaliscci in a spccitic 
model there is iioi doubt ih.it ihe Indian 
planncis had to i veiv laree exieni anii 
eipaicd tlie Two (tap model that dominated 
giowih llieorv in the mid i96l)s 

Bill these eoneeptllll illliov.llioiis well nol 
inouch I he giiuinil iiahiies had also u> be 
taken inio iceoiiii' It was lecogniscd that 
the nature ol Indian cspoitahlcs was such 
that II would not be possible to increase tlieir 
oulpiil lapidlv enough lor inciting the tin 
poll riquiiciiiclils'' It wi also belie'vcd 
lhai the new iiiduarics that were to be 
established would nut he able lo achieve vciv 
much in the wav ol exports until at least a 
lair amouni ol learning bv doiii) cxpciiciue 
had been gamed ' Morcovei anovcniding 
eonsidiraiion ol the (HvliUcal cohi sioii ol Ihc 
voting Indian stale required that develop 
ment and growth had to be regionallv 
balanced I his had ihc implicaiion that pure 
economic considerations, which arc the vim 
qua non ol anv export oriented siiatcgv 
could not necessarily govern the establish 
ment ot industries thus ihe strategy of im 
poll substiiuiion behind a high protective 
wall was burn 

Ciivcn the perception ol a binding savings 
constiaint, the development strategy had lo 
be aimed at utilising the available investtble 
resources most productively and in a 
regionally dispersed manner In order to cn 
sure that the available resources were not 
wa’tcd through unnecessary duplication of 
capacities, an administraiive device — 
industrial licensing—was evolved 1 he ob 
jcxlive of this device was to establish a 
mechanism by which the sectoral and 
regional capacity allocations made by the 
Planning C ommosion could be ctfcciiveiy 
implemented and monitored 1 urther Icclh 
was added by the establishment ol the Dim. 
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to nitc O enenit of Ikdinical Dcvdopment 
(OGTD), whkh was charged with the func* 
tion of ensuring that the technologies used 
tn vanous investments were optimal for the 
country, not only in terms of the state-of- 
the>Brt but also in terms of indigenous 
availability of the requisite capital goods 

The strategy of heavy industrialisation 
and the need for regional dispersal could not 
relv entiieiy on private sectoi initiatives The 
then-nascent Indian capitalist class had 
neither the resources to meet the heavy 
capital costs involved in long gestation pro 
jects nor the inclination to invest in 
uneconomic locations This, coupled with 
an ideological desire to have a ‘socialist’ 
fornfol development, led to an emphasis on 
the role ol the public sector in industrial 
growth ’* 

Therefore, the development strategy foi 
mulated by the Indian planners held together 
as an integrated system which met the im 
peratives arising out ot not only economics, 
but also political and social ideology and 
administrative nec'ds There is no doubt at 
all that the strategy worked very well indeed 
Given the constraints laced by the economy, 
an average annual growth of 14 per cent was 
most commendable Lquallv importantly, 
the savings rate ol the country increased 
steadily by about 0 'i percentage points per 
year, implying a matgmal propensitv to save 
of about 19 per cent which u icmarkabic 
by any standard ' I he rapid diversilication 
and regional spread ot the industrial base 
of the countrv t<M> was lomiiundabic )iai 
Ocularly in view ot the liiliiiod icsoiiivcv .iiid 
the narrow iiiliastructiiral base 

E Ml KM N( I Ol ACiKiC t 1 It k SI 
( ONSIKMM 

In the cuplioiia ol these icmaikahk 
achievements what was iu>t lecogniscd was 
the tail that the agricultural stcioi w.is 
growing at a rate (2 6 pti cent) only 
marginally higlici than the late of popula 
tion growth (2 4 per cent) As a result whili 
the savings constraint was being relaxed i 
a steady and a fairlv rapid pave the 
agricultural constraint to growth was becom 
ing more binding In order to sustain 
whatever agneuiturai slack that existed in the 
early-1950s at a CUP growth rate oM 4 pei 
cent and an income elasticity of demand ol 
about 0 7, the necessary growth rate ol the 
agricultural sector was 3 I pei annum 
Thus, the agncultuial slack was being eroded 
at a mte of 0.5 peicemage points per year— 
which IS very rapid indeed 

It 1 $ fairly clear that the savings constraint 
was dominated quite quickly bv the agn 
cultural constraint I here is no precise 
estimate of when this happened In the most 
detailed and comprehensive study ol this 
issue, Sen (1981) indicates that the 
agricultural constraint certainly was fully m 
operation by I960 There was, however, no 
major shift in the policy regime as inter 
national food aid was tairly liberal until 
1965. In the aftermath of the disastrous 


famine of 1965-66 and the Indo-Mtistan 
war of 1965, it was realised th^t aid could 
not be relied upon and self-sufnciency in 
food had to be achieved at all costs. This led 
to an increased emphasis being placed on 
agricultural growth and the consequent ad¬ 
vent and spread of the ‘Green Rewlution' 
in India 

Although the gtecn revolution worked to 
some extent—the growth rate of agriculture 
rising to about 2 8 to 3 per cent— it had no 
significant effect on the rate of growth of 
the economy liom the agricultural con¬ 
straint, equation (I), it can again be 
calculated that with g(a) 2 8 per cent, 
n - 2 2 per cent and E 0 the constrain 
ed rate of growth ol (iDP, g(v) - 3 4 per 
went—roughly the actual growth rate over 
the period (which was about 3 1 per cent) ’’ 
I bus, by chance oi dcisgn, the growth per 
tormance ot the economy during the 1960s 
was more or less at the constrained level even 
when the development strategy and policies 
continued to be determined on the basts of 
a wiongly ptrccivtd savings constraint 

But the strategy should have been chang 
cd A non binding savings constraint implies 
a domestic resoutec slack which can be used 
lot relaxing tnc binding constraint The 
agricultural consiiamt could have been 
relaxed by largei impoits ol loodgrains and 
by increasing even further the investments 
III agriculture, particularly those of the 
loiigci gestation tspc I he first would require 
additional foreign exchange which could be 
obtained patlly Itom reorienting the import 
basket (to take advantage ot the foreign 
exchange stack) and partly from increasing 
cxpoits by instituting a more attractive 
export incentive s\sicm Although this was 
doiu to a small extent over reliance on the 
import subsiiiuiing strategy prevented aiiv 
major change in the policy Iramcwork As 
a result, although cxpc'rts gicw,.thc addi 
tional ioreign ixe hangs earned continued to 
be spent primarils on imports ot industrial 
capital geu>ds and intermediates Thus the 
agiiciiliutal eonsttaiiii remained binding at 
a taiilv low lesci ot <il)P growth 

It KBM 1 M M XKS 

I he 19i()s vserr a peiiod ol great tut 
bull lice mu onlv loi the Indian economy, 
but lot the world I he major events of this 
period were 

(1) Ihe piolonged agneuiturai failure of 
1970 to 1973 

(2) I he Bangladesh war ol 

(3) Ihe first oil piiec shoek ol 1973-74 

(4) Ihe Imcreeney o 1973-77 

(3) T he Inst Janata gciveinmeni of 1977 79 
(6) Keiuin ol tiu* Ce ngiess(l) government 
m 1979 

(7' Stan ol the second oil price shock in 
1979 

Uespitwall ot these, the growth rate of the 
Indian eeqnomy rose to 4 8 per cent during 
thispenod Although this was well above the 
‘Hindu rate of growth’ of 3.4 per dent of the 
previous two decades, it was vrreli below the 


attainable The real negative effects of the 
mismatch between the perceived and the ac¬ 
tual constraints were brought to the fore m 
1973-74, when the economy was subjected 
to the dual shocks of an agricultural failure 
and the first oil price shock This period has 
been extensively studied in Sen (1986b), Sen 
(1987) and Sen (1988) The basic argument 
made in these studies is that the government 
over-reacted to the shocks and instituted a 
number ol severely coniraciionary stabihsa- 
tion measures which had the effect of trig¬ 
gering off substantial income and asset 
redistnbuiions T hese stabilisation 
policies, which were very much ol the or 
thcxJox IMF type, were appropriate for a sav¬ 
ings constrained economy but not for an 
agncullurallv constrained one 

These distributional changes had a 
number of major effwis Plist, consumj^ion 
shifted towards non agrivultural products, 
thereby lowcnng ihi aggregate income 
elasticity ot demand for agricultural goods 
from 05 to 029 This combined with a high 
growth performance of agriculture of 4 I per 
cent per annum between 1974 and 1979, 
would have permitted an agriculturally con¬ 
strained growth rale of 7 I per rent on 
average Second, the savings rate of the 
economy rose very sharply indeed from 16 
per cent in 1973 to 23 per cent in 1979 This 
implies that the marginal propensity to save 
went up irom 19 pei cent in the late 1960s 
to about 35 per cent by 1979-80 Such a 
savings propensitv would permit a savings 
constrained growth rale ot about 9 per cent 
Foreign exchange too was not a problem, 
since a fairly liberal aid regime^ rapid growth 
ot exports and increasing remittances from 
Indian workers led to a balance of payments 
surplus bv 1970 

Ihe conclusion is inescapable that the 
Indian economy during tins period was not 
constrained bv anv supply side constraint 
but bv demand 1 his should never have 
happened The costs borne by the Indian 
economs m terms of the detcrioiation of the 
income distribution wete not compensated 
by the growth that had been made possible. 
I here is no doubt that the rigidity of the 
licensing svsiem was vciy largely responsi¬ 
ble for the missed giowih opportunities of 
the mid 1970s and for the emergence of the 
large ‘black ctonoms”" Ihe utility of the 
licensing regime had been over for some 
time, and this episode simply highlighted the 
costs of the anachronism But this lesson still 
remains to be learned 

•lIBFRALISAriON’ PHAbI 

T he next landmark was in 1979-80, when 
the second oil price shock iKcurred and the 
world economy went into recession shortly 
thereafter It was bs now clear that the 
foreign exchange constraint was in opera¬ 
tion The income redistribution of the 1970s 
and the consequent sharp fall in the income 
elasticity of demand for agricultural goods 
had introduced a large slack in the agn- 
cultural constraint which expnissed itself in 
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Although the government had learned 
some lessons from the past and correctly 
diagnosed the dangers, consequently step¬ 
ping up investments in both the public and 
the pnvate sectors, the latter did not rise suf¬ 
ficiently^^ To a large extent this continued 
to be due to the fact that the licensing n^ime 
still had not adapted to the sudden increase 
in investible resources As a result, govern 
ment expenditures had to increase more than 
was desirable in order to prevent yet another 
round of missed opportunities and a 
demand based recession 

It IS interesting to note that despite the oil 
price shock and the resulting balance ol 
payments difficulties, ihc government did 
not resort to contractionary measures It 
preferred to finance the deficit This had an 
important consequence I he rapid structural 
iranstormaiion that was taking place in the 
1970s was arrested and the economy settled 
down to a new sectoral configuration In 
particular, the share ol the agricultural sec 
lor m (iDP, which had declined from 47 per 
cent HI 1970 to a mere 12 per cent in 1979 
stabilised at that level I his was accomplish 
ed primarily b) reversing ihc scxular 
downward trend in the agricultural terms ot 
trade ihal had characieiised ihc cailici 
period 

On the negative side, the rapid incmasc in 
the savings rateui the 1970s too was rcveis 
cd Alter reaching a high ot 21 per cent in 
1979 80, It declined to 20 per cent by 1982 81 
and stagnated at that level till 1984 8S This 
behaviour can also be traced to Ihc siabilisa 
lion of the economy in the 1980s A sudden 
and regressive change in the income distribu 
tion, particularly in the pntscnce of ‘pcima 
neni income’ type consumption behaviour, 
will drive up the marginal propensiiv lo save 
(MPS) to abnormal levels in the short 
run Once the distribution stabilises, ihe 
MPS settles down to its long-run value and 
may even dip loi a short period as cxces sav 
ings ate adjusted Since 1985, the savings rate 
has started increasing again, although at a 
slower pace of about 015 percentage points 
per year I his indicates a long-iun MPS ol 
27 per e'en!—which is considerably higher 
than the 19 per cent which prevaded during 
the 1950s and I9(i0s 

While increases in public investments 
though excessive, were in the right direction 
the same cannot be said of the import 
liberalisation that took plavc since 1979. and 
more particularly alter 1984 It appears that 
the gainers from the i970s redistribution — 
urban capitalists, bourgeoisie and Ihe 
emergent mdusiiial and rural middle- 
classes—demanded a consumption pattern 
which could not be met without the inflow 
of imported capital and iniermcdiaie goods, 
which had been restricted earlier^ The 
liberalisation was an outcome of pressures 
exerted by these groups and partly of the 
pressures of the multilateral aid agencies, 
although the ostensible argument was in 
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the Indian economy. 

In view of the foreign exchange constraint, 
the proper reaction would have been to step 
up export efforts substantially and to come 
down even harder on unnecessary imports 
The effect of the liberalisation was almost 
the opposite The import intensity of 
domestic production, which bad more or less 
remained constant between 1968 and 1980, 
rose by more than 50 per cent between 1980 
and 1989 Import substitution became even 
more atlraclive than before with large and 
entirely unjustified increases in the etteclive 
rales ot protection, and exports more or less 
remained where they were*' It has been 
estimated that the effective protection en 
joyed by import-substiluiers is more than 
twice lhai given to exporters 

This liberalisation, in the context ot a 
foreign exchange constraint, had the effect 
ol not only forcing the economy to borrow 
111 foreign capital markets lor financing cut 
lent consumption, but also of widening the 
gap betweenshe foreign exchange constraint 
and ihe savings constraint This meant that 
govcinmeni c*xpendilures had to go up even 
highci in order lo preserve demand siabili 
ty This set oti a double helix of public 
borrowring—on the international markets lor 
the necessary foreign exchange and in ihc 
domestic market to liiniicc the burgeoning 
budgetary gap 

By 1989 the process wis complete In a 
rigorous anaivsis ol the (onsiramts lo 
growth in ihe 1980s, Sen and Sen (1990) 
lound lhai by 1989 ihe binding constraint 
to Indian growth was not the foreign 
exchange one, but the fiscal It was estimated 
that it present rends were to be continued 
the fiscal position would become so .icuic 
bv 1995 that the maximum supportable non 
inflationary giowth rate would be only 2 S 
pel cent The Guit war has of course coin 
plicated mailers to some extent, and the 
foreign exchange constraint seems to be bavk 
III operation Bui it should be recognisid 
lhai the fiscal constraint is not loo lar oil 
at all, and ncithei tor that mattci is the 
agricultural constraintAny casnie ol ilic 
oil siluaiion will almost certainly have ilic 
fiscal constraint back in tiill operation 
Development strategy and policy formula 
lion must lake this possibililv into account 
it the mistakes ol ihc pasi aic noi lo be 
repeated 


IV 

DevHupni«>nl Strategy f«»r ‘VBs 
Nltl) K)R NLW bIKAIU.y 

It should be clear from the preceding sec 
lions that the objective conditions of the 
Indian economy are very dilfcrent today 
from what they were in the mid-1950s It 
does not seem reasonable therefore to expect 
that a strategy which <vas valid then will con¬ 
tinue to be valid now However, in the 
intervening three decades there has been no 
significam change in the strategy and in the 


policy regime imii suppuiia ii. mi hhii hm 
been done is periodic marginal adjustments 
to certain policy parameters for addressing 
specific short-run problems. Such patch- 
work tinkenng will no longer suffice. In any 
case the Indian economy has suffered con¬ 
siderably over the years for ihc lack of a shift 
in development perspectives The situation 
today IS so acute that any delay in altering 
the development strategy and tire supporting 
policies will have unbearably la^e adverse 
consequences 

The single most important point to bear 
in mind while formuiaiing an alternative 
development strategy for India is that Ihe 
sasings cunstrdint is not, and has not been 
for a longtime, the dominant constraint At 
an estimated marginal propensity to save of 
27 pel cent and a capacity utilisation- 
coi reeled incremental capital-output ratio of 
4, the ‘wariantcd’ growth rate of the Indian 
cconomv is 6 75 pci cent per annum, which 
IS suhsiaiilially higlici than the actual 
1 hus there is considciable domestic savings 
slack III ihc economy Any development 
stijiegy must take this factor into account 
in order to ensure ihai distortions are not 
introduced lor reasons which arc no longer 
valid 

lMi>i ic MioNs Ol Non Bindinc, Savings 

( ONSIKAINI 

Ihc recognition that savings is no longer 
ihc binding constraint lo the Indian 
economy has a number ot implications 
I irsi, policy measures aimed at resincting 
and directing the use ol domestic investible 
resources iii older to prevent duplication of 
sapaciiies and othci forms ol wastage are 
not only unnecessary, but have became 
counter productive 1 hev have not only, 
stifled the emergence of internal competi- 
iion, but have also prevented the economy 
tiom taking full advantage of Ihe oppor 
luiiities lhai became available In order lo 
picveni such situations from CKcurring 
again, it is imperative that the entire 
industrial licensing regime be dismantled 
There is more than enough savings slack m 
the economy to absorb tairly substantial 
‘wastage’ of investible resources It makes 
much more sense today to allow the finan 
ciai instiiuiioiis to determine investment 
allocations 

Second, the anti‘luxury’ bias and heavy- 
iiidusinalisation approach designed to 
increase Ihe savings rate of Ihe economy are 
of much lesser relevance today The distnbu 
iional shifts that tcxik place in the mid-1970s 
were most unfortunate to say the least But 
they arc today a foii-auompli It is much 
mor - important to ensure that the produc 
non structure of the economy is bonsisient 
with the demand patterns generated by the 
existing income distribution and export 
possibilities This is achieved better by 
market forces than by inaccurate demand 
forecasts. Efforts at imposing a specific con¬ 
sumption pattern are doomed to failure as 
the experience of the USSR and east Europe 
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have showht. Increased consumption of ‘lux* 
unes* may have a mildly depressive effect on 
the savings rate in the short run, most of 
which has already occurred and is now in 
the past, but much more positive results are 
likely to arise by drawing black incomes into 
productive use 

Third, since the growth rate of the 
economy is constrained b> some other con 
strainl, and is well below the ‘warranted’ 
rate, the danger ol a generalised aggregate 
demand problem and the icsultmg instabilitv 
will always be there This plates an enor 
mous responsibility on the government for 
not only monitoring the adequacy of ag 
gregate demand, but also for taking corrcc 
live action At present there is no system m 
place which can undertake this function on 
a regular basis Individual administiaiive 
ministries do keep track of demand tor their 
specific sectors but ihcic is no mactu 
economic evaluation Such a mechanism h.is 
to be evolved if a flexible and sensitive 
macro policy enviionmcnt i, to cxid 

(omk.nTkxih KK.IMt 

As has been mentioned it appiais that 
at present the binding cotistiaint is foreign 
exchange but the fiscal coiistrainl is \ciy 
close indeed Iheic is thus an mipcraiivc 
need to step up exports rapidly and in such 
a wav that diieet fiscal involyeiTicnt ol the 
government is not requiicd The lust and the 
most obvious instrument lor dehievini. tins 
obieeiive is cxe fi iiivt ral management Dm 
mg the 19MK ihi goveniinent had lolloweU 
a police ol allowing tin real efltciue 
exchange rail ol ilie rupee to dcpocaic 
steadily I In |iol,i/ will haye to b< loi 
tinued in the *ulu>e as 'vi i| ai iiast iiniil ihe 
foreign txeliaiue haiiiei is osucoinc 

But this Is not cm ugh ( lOMtiiiiKiii il 
decision m tkin is seldom icsponsise 
enough to rneei tl c tan Is i i|)id ihaiige that 
ate rcquiied bs in ii ket condiiion Moreosi i 
the present I uk ol liiikafi beiweeii e\i>oit 
earnings iii'i iii|)ott entitlemcni |h mills the 
balance ol payniui' lo > > out ol eonii i 
Most iiripoitantl howi\e esiliinge late 
adjustment do not eh uije the ul iiim levels 
of protection tniovsd by c\|k>iicis ind 
import suhstiiiiic s \i presmi fndiiii 
exporters gel less ili ii ndt the {iiotcciion 
afforded to inn nt ubstitiiteis I hi inu'-i 
change One w ly looveieoiiie all these pro 
blems IS to cfltel a whole ale change in the 
import export poluies such that i diieei link 
IS drawn between expoil aili\ity end 
imports 

At presem the joyeiiimeiil inttinuehates 
between the two acliMlies in ihe sense that 
the foreign exehinte larneel by the expoiiei 
IS turned ovei to the generninem which in 
turn makes ,ivailable ihc 'otcign exchange 
to the imporlcr Similaily ihc goycrnmcni 
collects taiill leyeiiuis fioni the impniin 
and gives export subsidies lo Ihc cxpoilei *' 
I here is only a small componcni the 
Import Rcpicmshmcni <Kl F) ichemc in 
which the exporici and impoitci intcrail 


directly The RbPs are tradeable import 
licences which are issued as a given peicen 
tage of export eai nings The REP premium 
represents the transfer of ‘windfall’ profits 
from importers to exporters C urrenily im 
ports against Rl lA arc only about 7 per cent 
of total imports 

This scheme can be easily extended to 
cover at least 40 pci eeni of all imports In 
the presem import basket, roughly 40 
per cent is composed ol petroleum and 
petroleum produels and edible oils, all on 
the governmcni a..coiini Imports ol other 
iniermediates md private seeior capital 
goods from haid eiirrcnev aicas aecouril 
again for roughly 40 per cent "It is this 
component which eaii be covered bv the 
extended Rf P chcmi A Rl P entiilcmcm 
ol too pel cent ol txpoii value coupled with 
allowing non govcimiicntal imports iinly 
against Rl Ps oi with special lie cnees will 
serve the put pose In ordei lo make the 
sehenir meininglul lecess to lice loieign 
ex hange by imporlirs has lo be rcstncieel 
olhetwise Ihe pieniiuni on ihe Rl Ps will be 
viiliially non existenl tlureby icndenngthe 
iiiccntivi eoinponeii luidigible 

It IS rciogniste' ol oiirse that the above 
scheme will in ellect u II hack onie ol the 
impoil hheiahsalion Iha' has taken place in 
the past But m view ot ihe toicign exch tiige 
eonstrainl impeiit hhcialisation is i hixuiv 
that India can ill illord II is often claimed 
thal im[)ort liberih alion is i nice saiv step 
leiw lids achieving fii deklion ind alloealive 
ellieienev iinpiovi me ills llowevei with a 
siriKleiril eonstiiint Ills laelor is nol an 
impel Hive Moie inipo'l inlly the expe iienee 
evl ihIki eouiunesele irh shows ihit iinpoit 
based eompetilion is not essenli il ten elli 
i I He lust as good Tcsiilis can be ohi iiiitel 
ihiough don eslie eoiiipctition I he line nil 
lihe rahsanon piopose d itiroiu h doiiic aw iv 
with the licensing sssicm Uioiild more ihan 
I ike c lie ol thi pioblcm 

1 sen with these lunges one pteiblein eill 
leinain I his nivoives ihe deployment <1 
liiiilg'ti exe h m he Iwe ell cap lellv crcatioi 
and in,.ii ivcd eipieiiv iililisation >hc 
f lowih r lie ol ( DP e in he biokcn into ivso 
ciinitioiicnis II II ise III capainv ai wons 
lull apicilv itihsilini and the clfiet of 
iiKtcasctl i ipiiiti iiiilisation II ha been 
iioltel in Sen iml Sin (19'X)) that in Ihi pii 
sinl indi III iiiiiliM wilh ip icily iililisition 
111 the non igti III III el si lens ol 86 pii luiI 
Ol liss ihi I lllci illtil iiquiri Ic s loicign 
cxihiiiiiil ei ihi loie iiMo aituiii the sanu 
I III eitiDPiriwh I his IS ol to lisi piissi 
bit only lot i Inn ptuol iinii hut ad 
vani ig'i slimilil hi t ik i ol ii while posse 
bic In oiilci le> ell < he wivci the e h lllgl 
in llii iiiipent t spoil niiilianisnl outlined 
ab III cannoi hi t in >liti I lu tovcin'iunt 
nceel to rclJiii cm I 'i tonlrol lo diiui Ihc 
alleicalioii ot line I n ixi hange b twun 
capital goevds i let n tuiiicdiatcs as thciatcil 
by iht macriHioiunmi icquiicmcnls ol the 
sys cm This consu'ciaiiein lends addiiioinl 
suppoil lor eenlv i piiiial miplcmcniation 
ol 111 above propos il as has been suggested 


The complete switch over mav be effected 
when capacity utilisation is suiricicntlv high 
In order lo make this thoie e effectively the 
governmcni will lave ii set up an ap 
propnate monitonni ind implementing 
mechanism T he Pin mng r ommission can 
possibly rake up ihi role 

Rl in < INI I Isl M Bi n*FN 

(liven Ihc uiiceittiriiic legardmg the 
tiscalconsliainl immediate tepsneedtobe 
taken to increase leve tiues and reorient the 
pattern ol govcrnmci i cx|x.nditurc* Ii needs 
to be stressed again that the wide gap bcl 
ween the saving and 'he tisiai eonvlrainis 
implies thii the avail it till \ ol invcytible 
icsouiecs IS not the pioblem bur the govern 
meni s acec's iii such fund tl would la trite 
lo.isscri thal Ihc govcinmeiu ,ii del iiicicase 
ils lax revenue ii wemld ur Ivha'cdone 
so il the poll' I il and idiiiniist a ivc limaie 
hid pcimiilid Ihi I vi uisc deas not 
piecludc coniini up ai h ii on imaginative 
wavs eil iisini. I ix Tt;y> nuts iviiticul irly Irom 
dirtel taxes 

\ inoic meiiiiinUI ipproaeh would be 
lo look loi ilkrneiivt methods of •• n only 
raising fund h'lt alsiv i>{ passing i r irt of 
the ociil biirdci >n re (he pilva ector 
will h III iht III tssaiv IL ouiies In this 
eonlcxi ifieimpoil xpor clierne oullincd 
ibove will connibtite hoptlullv leva iihslan 
rial Lxieiii II not inue neli e the jovetn 
rntnl s revenu ic nmi liioih its m itrinsof 
I xport subsidits bn'the italeased import 
eipaiily lllil will be peiriutteel Pv larger 
export call' ngs xhoiill litlj untrait more 
ity,.mKx be way I i npi’’l dii'ie In 
eitdition the inn liixiii hii' hat has 
ehiritliriseil piodi eon nirols should 
uivi wav to II me i, I go dx is a m ii ir 
souitt ol I y^n It I h, 'i j, 'ts a iniii h more 
Ilexibit irid lU' iilei a 1 ii'pioiih lo 
s ipici'y cie nun 

O ilhe exiin hluie si c 'll cleir 'hil n 
the liidi III nil I <1 I I siivi uliii'ation 
eel exi ling u 1 st nil I en.t lh> nvtxl 
intiil I'll I loi I 'he p isal St tin ogaraie 

ihioiiih Ills' 1 nil II 1 he mil isl uctural 

tliiil ipiiicnit I 111 el 'I It I issiinidl 
ihil till go iiiui 11 V, I'ldrevs honi non 
inlris'iiisiui II mu Hunt ind soiiieiuralts 
IIS lesonrii i n idle leiuldiiu up infih 
sliu III' el 11 ih'its lie pm lU seeior eiii 
lIss) be inv lie I el I he ixliill pel ihli tor 
tikirii 1111 el the bin Itii i>t( I here is 
tneieiih adiiii list! 1 IV exiciieiici wirli 
ii|ai<niiu idiiiiiiislir d prill to ciisuie (hat 
sill inveelvtimn doi mil lead li undue 
mcsiiir Kion ot e me 'i powi < 

I Ills w 'I f ou hive 111 1 1 lee! on the 
ixpansion I ' the PS s lliwcsci i is lo be 
not il thal 'll 1 cionii jc elopriienl tunc 
Him 1* III ISI) tail be 'I'ort Ifttiively 
ell el Heel b iinproimg llie ii'leaslructural 
et'iil UK ol b eckw.ud lie 1 Ihtiiowtbol 
Iht PSl houlsl ihiitloii b ds'trmirad 
meiii by con idciilions ol it muei iv ill 
ahili'v and men >pe<ly le niiot thin bv 
tJioloiiiil oiixideiitum i 'eii (hi eonirol 
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oi monopolv posters is better served 
delci mining an optimal ratio between public 
and private srttor capacities than by 
reserving areas purely foi public sector 
investments 

Post Rrs AND I MPlOYMl NT 

Apart from the technical issues involved 
in maximising growth under the operative 
constraint, any development strategy must 
address the minimum socially ncxessary ob¬ 
jectives In the Indian context there are at 
least two whict are of great urgency— 
piwert) allcviati) n and a giowth rate of 
employment of ■> least 2 8 per cent per 
annum The tw< are of course intimately 
linked and have .) be discussed together 

By and large, poverty in India is a rural 
phenomenon, although the incidence of 
urban poveit) is very much in evidence The 
most striking feature of the employment pat 
tern in India in the last decade is that the 
afiicultural sector, which traditionally 
absorbed the largest number of workm, has 
shown virtually /ero growth in employment 
The roots of this problem can be traced back 
to the distributional changes of the 1970s 
Theif IS clear evidence that during the 
1974-1979 period, substantial asset (land) 
redistribution occurred from the small and 
marginal farmers and tenants towards mid 
die peasants and the landlord/trader 
class '* This 'kufaktsation* of Indian agri 
culture has had a number of implications 

First, It has led to the emergence and con 
solidation of capitalist farming in India As 
a result, the substitution of capital and other 
industrially-produced inputs in place of 
labour is well on its way It is this factor 
which IS probablv responsible tor the almost 
zero employment elasticity of this sector over 
the last few years The process has been given 
an added boost bv the subsidisation, both 
tmplicit and explicit, of these non laboui 
inputs by the government This has led not 
only to the substitution behavioui, but also 
to the increasing fiscal buiden on the 
government 

Second, the growing political power of the 
large/middic laimers has expressed itself in 
the form of the agricultural price support 
system becoming more credible in the sense 
that the procurement price is now very close 
to the farm gate pi ice'' T his has led to a 
situation where the benefits to the surplus 
producing farmers has increased at the cost 
of all net purchasers of food, such as the 
marginal fai mers and landless labour—the 
real poverty gioups in the rural areas The 
other effect has been that the price support 
system provides a safety net to private 
speculative holdings of real agricultural 
stocks It IS little wonder then that private 
stocks of agricultural goods, which had vit 
tuallv disappeared by the late 1970s, have 
again gone up in recent years 

In addition, the cost formula used today 
for determining the procurement price has 
a very large industrial input content. This 
has introduced a direct link from non- 
agricultural to agricultural prices and a 


degree of indexation whidi did not aist 
earlier The possibility of sustained innatkm, 
and Its well known imphcations for the poor, 
has thus been enhanced and will continue 
to become more so over time as the reliance 
on non-farm inputs spreads 

Thud, the inability or unwiUingness of the 
agricultural sector to absorb more labour hat 
forced the government to rapidly inciease its 
rural non-agricultural employment schemes 
This has resulted in a huge burden on the 
pubbe exchequer, which is becoming increas¬ 
ingly difficult to accommodate in the current 
fiscal-constrained scenario 

Much of these developments has possibly 
arisen out of some valuable convmtional 
wisdom being ignored or overlooked In the 
1960s, a large and very persuasive literature 
had come up on the issue of land-holding 
size and productivity, where it was convinc¬ 
ingly demonstrated that the two were 
inversely related It was also shown that the 
employmem-to land ratio was inversely 
related to the size of the holdings Therefore, 
the nation would have been much belter 
served if the land ceiling laws that exist on 
ihe books had been invoked alter the rural 
asset redistributions of the 1970s It would 
have required much less fiscal involvcmeni 
of the government, in terms of agricultural 
subsidies, rural employment schemes and 
finances locked into huge agricultural stocks, 
for getting at least comparable agricultural 
output growth In any c asc, it rs not too late 
even now 

The other dimension ol the emplovment 
problem is the lack of jobs beingcreated in 
ihe organised industrial sector despite a 
lapid growth in output'' Indeed, in receni 
years this sector has shown negative emplov 
merit growth 1 his implies that the shift from 
reiatively labour intensive to capital intensive 
technologies in this sector is not confined 
to new units but that retro fitting of existing 
capacities is also taking place On the other 
hand, the unorganised sector has shown 
fairly lapid and sustained growth in employ 
ment The conclusion drawn from this dit 
ferential behaviour is that there should be 
deliberate propagation ol the uncirganised 
sectoi through governmem policies such as 
reservations and subsidies 

The above conclusion does not necessarily 
follow li should be realised that the substan 
iial dillciences in wages and wage lorma 
lion between the two sectors, which led to 
this observed difference in employment 
behaviour, arc primanly the result of govern 
mcni policies and legislations It appears 
that the over protection of organised sector 
labour and the under-protection of the rest 
has led to the creation of a dualistu 
economy even within the urban sector itself 
As It happens, organised labour is protected 
not only by the strength of its trade unions, 
but also by a host of legislations Unorganis¬ 
ed labour, on the other hand, has neither 
It would seem logical to have less legislations 
protecting oi^nised labour and more pro¬ 
tecting the unorganised Thus, a much more 
sensible system would be to have a common, 
and somewhat lower, level of protection for 


an Ubour whieli would be eoniiiient with 
the country^ retouiee endowments, lueni 
that technology choiGes would he based on 
ratmoal economic oonsidentions nths than 
on giOMiy distorted wage rates. 

Notea 

1 indeed today‘growth theory’is considered 
to be a ^dead’subjeo and research students 
are encouraged to stay away Bom it. 

2 Oddly enough, the only new developmen¬ 
tal perfective to emerge during this ere— 
the ’Dutch diseaset-was applicable only to 
ihe newly-nch oil exponing countries. The 
oil-importing developuig countries, who 
were affected most adversely, were by and 
large ignored 

7 DMEC stands for 'developed market 
economy countries’ in the new jargrm 

4 The reality of growth and development is 
probably noi much more complicated than 
before, but iheoretital recognition of addi¬ 
tional complications emphasises the need 
for even greater tare in policy formulation 
if past mistakes are not to repeated 

5 This problem arises when the ‘natural’ 
growth rate (determined b) the growth rate 
of Ihe labour force) is below the ‘warranted’ 

6 Interestingly, the expansion ot the role of 
polunev also led to the recognition ot trade 
offs For instance, when Mahalanobis iden 
tified the relaiion>hip between the lack of 
capital goods produclion and low domestic 
savings II was also realised iliai a capital 
goods sectoi would lead lo an increase in 
V (set C hakravarlv, 1989) 

7 This arises directly liom ihi national 
accounts idcntilv which cqiiales ilic balance 
of pavmenis posilion with the saving 
invcsinieni gap 

8 In the l9S0s and 1960s Iherr were a number 
of acadcniu ally based organisations which 
gave lelalivclv unbiased advice on develop 
mciil siialegy and policies, such as the 
Harvaid (iioup 

9 Although the agnciiliural onslraint’ has 
been implicii in much ol iht development 
lilcratuie in India foi quite some lime, Its 
mosl locmal and iigouroiis expression is in 
Sen (1981) 

10 The lack ot impact ot this theoiy was as 
much in India as it wav initrnalionally 
Otherwise things may base been very dif 
ferent in India and a number of African 
countries during the 1970s and I98(K 

11 This expression is similar to the one used 
by kalecki for characlciising the consump 
lion gcxids sector ol mixed economies, 

12 I or insunce, suppose ihe agricultural con- 
sliaini IS sought to be relaxed by imports 
oi ag.icultural goods, the immediaie effect 
would be 10 make the foreign exchange con¬ 
straint more stringent In addition, ihe 
terms of trade effects ol easier availability 
of agricultural goods would undoubtedly 
affect income distribution and thereby 
demand patterns. This would have the effect 
of shifting all three constraints through 
changes in *«’, ’E’ and the marginal propen¬ 
sity to import It IS not at all obvious what 
the final outcome would be 

13 See Bacha (1988) and Taylor (1988) for 
details Some binu of this are also to be 
found in the indiao liiereture. 

14 TMi behavionr b refened to as the 
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Viowdina-in' ptMnofflenon, u i^qxwed to 
the trowding-out* hypothesis prc^iosed in 
the monetarist coumer-ievoiution liieraiuK: 

5 Capacity under-utilisation is inherent in 
both the foreign exchange and agricultural 
omtiraim models as the natural adjustment 
mechanism, but has not been used as 
explicitly as in the Hscal constraint modds. 

6 Whether the process is completely unstable 
or shows cyclicity depends upon whether the 
savings rate falls faster or slower than the 
investment rate with decreases in real 
output. 

7 The case of the Ttscal’ constraint is a little 
more complicated since *i* will become a 
function of government investments. 

t The nearest one comra So such a recogni¬ 
tion is the treatment of non-productira 
investments and potlatch in Rakshit. 

9 See note 12. 

0 Some corrections would of course have to 
be made for the effects of world inflation, 
exchange rate changes and changes in the 
interest rate. 

1 The Latin American hyper-inflation stories 
have this sort of a problem at their root. 
See Sunkel (I960) and Cardoso (1981). 

2 This may be one pos.sible explanation of the 
vertical Phillip's curve which has been the 
corner-stone of the monetarist attack on 
Keynesianism. This explanation, however, 
has not been discussed in the literature, and 
it has little to do with either monetarism or 
rational expectations. In fact, the solution 
to this problem is a structural one. 

3 It may be argued, as is apparently done by 
Little, Sciiovsky and Scotl and implicitly by 
Bhagwaii and Srinivasan (1975), that an in¬ 
crease in allocative efiiciency through a 
more liberal trade policy would lead to a 
sufliciemly high growth of exports so that 
the structural constraint barriers may be 
cros.sed and the savings constrained rate at¬ 
tained. for this to happen, however, a rather 
extreme form of expon optimism has to ob¬ 
tain A more likely outcome of such efforts 
IS that the economy will grow ai a rate lower 
than the siruciurally-constraiiied one, and 
with a much larger requirement of foreign 
investible resources during the adjustment 
phase, which may be prolonged. 

4 In this case it has to be argued that a reduc¬ 
tion in irade bainers, such as the import 
duty, will lead to increased lax collection 
from other sources. 

5 It IS being as.sumed of course that destabili¬ 
sing commodity speculation does not occur. 
If it docs, necessary steps will have to be 
taken. 

6 Note that such an increase is permuted by 
the fact that the liscal constraint is assum¬ 
ed not to bile. 

7 See Sen (1990) for details. 

'8 The initial attempts at developing such a 
perspective was through the formation ol 
the National Planning Commiiiee by the 
Indian National Congre.s.s in 1938. 

9 The post-revolution USSR was the only 
available model for study and emulation. 

0 The long-run viability of the heavy 
industrialisation strategy, despite Its leading 
to an increase in ‘v’ in the medium run, 
gained theoretical legitimacy from the turn¬ 
pike’ analysis of the 1960s. 

I The bulk of Indian exports were primary 


goods whose output, unlike that of 
industrial goods, could be expanded only 
slowly. 

32 The 'infant industry’ argument had already 
been developed by then. 

33 Pandit Nehru strongly believed that 
“.. .defects are not due to industrialism as 
such but to the capitalistic system which is 
based on the exploitation of others...” 
(Quoted in PPST Bulletin. May 1983.) 

34 This figure for the mps can be calculated 
from the following formula: 
mps^aps -I- (A aps.yMy]; where y - real 
national income. 

The same figure of 19 per cent has also been 
estimated by Krishnamurthy and Saibaba 
(1981) and Madhur (1984). 

33 The agricultural constraint is defined with 
respect to the maximum non-inflaiionary 
GDP growth rate permitted by the growth 
rate of the agricultural sector. 

36 This figure may be calculated from equa¬ 
tion (3) by putting g(y) » 0.034; n = 0.024; 
E = 0.7; and solving for g(a). 

37 The fall in E from 0.7 in the mid-l9S0s to 
0.5 in 1970 was due to the normal opera¬ 
tion of the Engel curve for agricultural 
goods. 

38 The details of these redistributions and the 
causal factors are given in Sen (1986b). 

39 The latter period figure of 35 per cent has 
been computed in Sen (1987). 

40 The emergence of the demand constraint 
during the mid-1970s is supported by the 
fact that the terms of trade moved against 
agriculture more or less steadily over the 
period 1974 to 1981. 

41 The rapid growth of private savings in the 
1970s was faced with a situation where ade¬ 
quate investmeni opportunities were not 
available in the productive sectors of the 
economy. The surplus resources leaked into 
the black sectors, and set off a speculative 
bubble which continued to attract resources 
well into the 1980s because of the high pros¬ 
pective capital gams. See Sen (1977). 

42 By 1980-81 the invesimcni rate was up to 
24 per cent as compared to 18 per cent in 
197^71 and remained more or less steady 
at that level. Moie importantly, the share 
ol the government and the parastatals in 
total investments rose from 38 per cent in 
1980-81 to 47 per cent in 1988-89. 

43 1 he existence of permanent income type 
behaviour in the Indian economy has been 
confirmed by Madhur (1984) 

44 This point has also been mentioned in 
Chakravariy (I989) 

45 The liberalisation of imports took place 
only at the level of capital goods and in¬ 
termediates and not for finished goods. As 
a result, the effective protection on inputs 
declined whereas that on finished products 
went up subsimtially. 

46 In ihe present situation, with the 
agricultural growth rate |g(a)] at 2.8 per 
cent, population growth (n) at 2.I per cent 
and h at 0 29. the maximum sustainable rate 
of growth of i’OP which Will preserve the 
existing agricultural slack is 4.5 per cent per 
annum Any g(y) above this figure will erode 
the slack and make Ihe agricultural con¬ 
straint more binding. This assumes that the 
regressive income distribution changes that 
occurred in the I970s will not be reversed 


and ihe poverty allevinkm programmes, 
such as the Integrated Rural Developmeni 
I’n^ramme (IRDP) and the Jawahar 
Rojgar Yojana (iRY), will have no effect. 
If they do, the value of E will certainly rise 
and push down Ihe sustainable value of 

g(y). 

47 This figure has been computed on the basis 
of the welt known Harrod-Oomar equation 
for the warranted growth rate: 
g(y)=s/v; where: s=marginal piopensiiy to 
save; v= K'OR. 

48 It is not as if such wastage is not taking- 
place today, as the figures on industrial 
sickness indicate The point is that the licen¬ 
sing mechanism prevents new capacities 
from coming in when and where required. 

49 It should be noted that the Duty Drawback 
(DD) and a component of Ihe Cash Com¬ 
pensatory Support (CCS) are. not really 
export subsidies since they merely leim^rse 
to the exporter taxes and duties already 
paid. 

50 The remaining 20 per cent is capital goods 
on government account and non-oil imports 
from Ihe rupee payment areas (RPA). 

51 Although this choice was implicit in the 
‘Two-Gap’ model, and Indian planners have 
been aware of it for some time, it has not 
lound any explicit reflection in the Indian 
planning process. With the foreign loichange 
constraint binding, this seems i>- be the 
most important function of the planning 
system today 

52 An extension of the Essential Commodities 
Act and a strengthening of the Bureau of 
Industrial Costs and Prices (BICP) should 
be sufficient for this purpose. 

53 This is the minimum rale of employment 
growth which will hold Ihe current 
unemployment rale steady. 

54 See Sen (I986b) for details. 

55 Eiarlier the procurement price used to be 
substantially below the larm-gaie price in 
normal years. The two actually came close 
only in bumber years, which was the objec¬ 
tive of the suppori-price sysiem. 

56 This would noi be so bad if the public 
distribution sysiem (PDS) had a wide 
coverage in rural areas. But this is not the 


READ 


The Firat •eek mi 
INKMMATION KONOMUCS 


BEYOND MASS 
COMMUNICATION 


KUMUN ULSONDM 


9M lira, la IM IHI8MI—ilia 

D K P D (P) Ltd 


l,AnMriRoad,Daiwieany 
NMfD(di-2. >fcM614<6,»7Wal 


konomk aiKt Political Weekly July 27, 1991 


PE-71 



caw. The PDS even today is effective only 
in the uiban areas 
7 See Papola (1988) 
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Colonial Capitalism and Agrarian 
Social Structure 

Palestine: A Case Study 

Nahla Abdo 

While the dialectical relationship of domination and subordination can be attributed to all social formations 
expaiencing capitalist development through a colonial porter, the Mestinian experience remains historically specific. 
The economic subordination of the indigenous Palestinian working cla«xs to the European capitalist economy 
formed only one aspect of the developing economic structure- the other aspect was the exclusion of the indi^nous 
working dosses from the dominant capitalist econoniy and the ruination of their 'natural' economy resulting in 
the expropriation of their lands. In addition the Zionist racist-nationalistic policies prevented them from having 
access to their land even as wage labourers. It was this apparently contradictory relationship of exploitation/exdusion 
which characterised the Zionist colonial movement in Palestine. 


WHIIL Marxists generally agree that in 
Older tor capitalism to predominate 
agriculture both the forces and relations 
of production must change and acquire 
capitalistic features, they differ in leims of 
the emphasis they place on the components 
ot the capitalist mode of production One 
apnroach, found particularly ssithin the 
discipline of economics, places a special cm 
phasis on the level of development attained 
by the loiccs of pioduction {Ragchi IV82, 
S/entes, 1976) Political economists on the 
othei hand most that the capitalist mode 
ol production is composed ot a totalitv of 
relations and loiccs of piodiiction In tins 
view, attention is drawn to the importance 
ot pioduclicin lelaiions m indicating the 
charactei c.t the modcol production (Icnm 
1960, Murre-v and Post, 1981, Painaik, 1981| 
Both camps agree that ceitain changes 
must occur m order for capitalism to 
predominate in agricultural production 
These are (I) capital investment m agri 
culture, (2) mechanisation of agricultural 
production, (3) development of intensive 
agriculture, (4) production ol commercial 
and industrial crops, (5) consequent teplace 
ment of small scale agricultural production 
with large-scale industrial production, and 
finally, hired or wage labour must be the 
main source ol surplus value in capitalist 
agriculture [Lenin I960, 1979, kautsky, 
1976, PatnaiK, 1983. Saleh. 1979] 

Changes wiihin Palesiines agiicuituial 
economy stiongly suggest that capitalism 
was rapidly replacing pre capitalist lorins ot 
agricultural production this tendency, it 
will be shown, was picvaicnt in varying 
degrees in all forms of agriculiuiaf pioduc 
tion Within the Luropcan lewish economy 
capitalism wa« not only characteristic ot the 
private settlements but was also a signiticani 
force within the economy ot the agricultural 
co-operatives In fact, the kibbui/, as will 
be shown in this paper, was iisell an integral 
part of the capitalist mode ol production 
The literature which presents the kibbui/ 
as a ‘socialist’ or ‘communist’ form ot pio¬ 
duction, it will be demonstrated, is the result 
of an ideological stand on the part of its 


authors rathci than any objective scientific 
approach The kibbut,/, it will be argued, was 
a much more complex phenomenon Similar 
to the llistadrut- discussed elsewhere—the 
kibbut/ symbolised the core ol contradic¬ 
tions and antagonisms embedded in the 
/lonist colonial movcmeni | Mxio 1989] The 
dilemma which will be addressed in this 
regard concerns the important political ques 
non (why the kibbul/| and the economic an¬ 
tithetic ol this question i c, the economic 
inclliciency ol this toim of labour 
oiganisation 

Here again, it will be emphasised that the 
government role in advancing capitalist pro 
duction was crucial I his role which took 
the form of economic, political, and legal 
assistance to the developing European 
Jewish capitalist economy hastened the con¬ 
tradictions between the indigenous rural 
economy and the Zionist settler one In the 
process, the European (Jewish) economy was 
developing and expanding while the in 
digenous Palestinian economy was being 
destroyed The social and economic burden 
which tell on the indigenous l^lcstinian pro 
ducers as a result of lapitalist development 
of agriculture will also he stressed in this 
paper 

CM>tIAI tst iNVlStMINI IN \ 

C,RKt t tlikt 

One of the mam characteristics ol 
European Jewish agriculture during the 
British period was the investment of capital 
The influx of capital from actual settlers, in¬ 
tended settlers (some of whom never settl¬ 
ed in Palestine) and other sources was 
tremendous during this penod Between 
1919-1937 about 90 9' million Palestinian 
lira (I e, equivalent to 90-93 million English 
l>ounds) generated m Europe were invested 
in Palestine’s Jewis'' economy Of this 
amount, PI 10-12 million were used for 
public purposes by institutions and in 
dividuals and PL 80-85 million were invested 
by private corporations in private enterprises 
[Himadeh, 1937 228] About half of this 
capital, estimated at PL 44 million, was 


brought during 1919-1933, while the other 
half was brought in a period ot just four 
years, between 1933-1937 [Himadeh, 1937 
229) 

Furthermore, an enquiry by the Jewish 
Agency revealed that between 1926 and 1932, 
553 Jewish families who immig'ai*d to 
Palestine brought with them ovei PL 
20,00,000, an average of PL 3,763 per lamily. 
lamilv I his capital was invested as tollows 
42 per cent in citrus cultivation, 211 per i ent 
in citrus and other economic branches, 17 7 
per cent m building and 5 7 per cent m com¬ 
merce ' Ihe investment of large sums ol 
capital in agncultuie was particularly cwi 
dent during the 1930s For example, between 
1932 35, about 29.000 hias weie spent on 
agricultural pioduction Ol this 21 per cent 
was invested in citiiis ’ Over ^3 per cent ol 
this capital was brought bv 15,410 settlers, 
each of whom btought more than one I.(XI0 
liras with him ' 

Between 1933 38 20,681 Jewish im 
migrants brought with them a total ot PI 
21 441,(XK) Ix'ss than 5 per cent o( these set 
tiers had between PI 250 5(X)each while the 
list had over 1.000 liras cai h 5 I he largest 
single investor throughout this peiiod was 
the Koihschild family which invested more 
than PI 1^ million in agncultuie as well as 
an estimated 30 million in indusiiial and 
othei entciprises 

lilt importaiion ol sapital during the 
I93()s was a political piioriiv lot the Zionist 
autlioiities 111 Palestine Investments irom all 
souices wc re encouraged during this period, 
even il such a source was politically, morally 
and idcologicallv in enmity with certain 
(socialist) Icwish ideals A case in point com 
monlv quoted by critical writers relates to 
the agieemcnt struck in 1933 between the 
Zionist authorities in Palestine and the Na/i 
government ot Cicimany which resulted in 
the tianster of millions ol pounds to 
Palestine 

According to the deal the Cicrman 
authorities agiecd to the tiansler of capital 
in the form of i ash, German technology and 
other merchandise to ‘transfer companies' 
established m Palestine lor this purpose 
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{Gozanslv. 1986:106; Sa'ed, I98S. 115]. In 
one yetr only, 1933, about 106 million 
Oerman marks (equivalent to S 5 million 
Mestittian brat in cash and merchandise 
were transferred from Germany to Palestine 
[Cozansky, 1986:106] In addition, between 
1934 and 1937 machinery and merchandise 
worth over 77 million German marks wen 
also brought to Palestine from Germany 
(SaVd, 1985:115]. This deal made one Jewish 
writer comment’ 

The ‘transfer agreement’ which was struck 
between the Zionist organisation and Iht 
Nazi government under Hitler was the gravest 
national treason committed by the Zionist 
movement In this deal the Zionist leaders 
proVed that they prefer colonialism over all 
other moial considerations |tio/ansky, 1986 
106] 

Without referring to this particuiai inci 
dent, one Lebanese Marxist observed the 
following 

The Zionist movement is nothing but the t\ 
ploitation, for the profit of Jewish capitalists 
linked to the aims of imperialism in the Aiah 
bast, of the feelings of a people ihai has gone 
through a great deal the Zionists have tiad 
ed the unhappiness of their people foi a com 
mercial undei taking and a colonialist 
platform ' 

Ybt, as further discussion will show, the 
exploitative aspect of Zionist colonialism 
was not confined to economic basis only 
Harsher forms of exploitation expressed in 
the displacement and uprooting of the in 
digenous population were also sought I or 
the lime being, it is the significance of the 
influx of Euiopean (lessish) capital on the 
ndestiman rural economy which will he 
dealt With 

The large sums of money brought to 
Palestine had great significance on the 
Palestinian economy, both relatively speak 
ing as well as in absolute terms (>nc must 
be reminded here that these large sums of 
money were brought to a peasant economy 
which by the eaily 1930s was found to be 
severely impoverished and largely dcstrovcd 
Elsewhere, I have shown that the aveiagc 
monthly net income of an ordinary ‘fallali, 
dunng the 1920s, hardy exceeded two ihicc 
Palestinian liras |Ahdo 1989) In contrast 
however, individual settlers bioughi with 
them over 1,000 Palestinian lira each 
The gap between the wealth of ihc settlers 
and that of the ordinary indigenous 
‘fallaheen’ was even greater in the mid 
1930s Village reports duimg this pciiod in 
dicate that many villages weic almost loiallv 
bankrupt, to cite one example, that ol the 
village of Dhahiria In 1934, as a measure 
to enforce taxes on this village, the Hovcni 
ment imposed a collective punishment and 
ordered the village to pav an amount ol 
3,000 liras 

Responding to the goveinmeni ordei one 
villager was quoted saying “I ven il govern 
ment decides to sell the village complete with 
all Its 1,000 Iwaibes it will not he abb to 
squeeze 3,0(X) liras from us ”* 

Moreover, in absolute terms these sums ol 


money meant a great deal for the develop 
ment of the Jewish economy Most of the 
money was concentrated in developing 8 
relatively small area of land According to 
the 1945 46 Survey of Palestine, out of a 
total agricultural area ol 17,31,000 dunams 
under Jewish ownership in 1944, only 
7,16,750d or 41 per cent of the land was 
actually settled The remaining 10,I4,550d 
oi 59 per cent was put on reserve tor futuie 
settlement ’’ 

In addition, the puahasing power and the 
productive manner in which this capital was 
used greatly strengthened the development 
ol Icwisli agricultural settlements Besides 
the investment in spccilic commcicial pro 
ducts, such as citrus, grapes and other 
vegetables and fruits, large sums ol money 
were also used m advancing agriciiliiiie on 
scieiiiitic and technological bases 

Sc It Nit \NU ItCHNnioc.y 
IN ACiKK IM It'KI 

Scienlific research ccnties txpciiinciiial 
stations, dc'inunsttalion plots and agn 
cultuial schools were but om .ispcii ol tKi 
capitalist inscsinicnt in agiiiultiiic One 
maior achiesemert in this icspcit was the 
establishment ol a giand cspcnmeniat 
station in lei Aviv in 1922 Othii extension 
Stations were also founded iii sat tons settle 
menis Built with an estiniaicil h5,(KK) 
Palestinian hia, thc3cl Aviv iialion became 
the cenlic ol agiicultiiral insiiuction lor all 
Jewish settlements In 1930, tin station wa, 
staffed by 40 scicniists, had three laboia 
tones, seven field divisions and nine ilisiiict 
instructors to cover all sclllcmciits 
Agricultural schools and icscaich cilitres 
wetc also established in various lewtsh settle 
ments Besides the well known Mikveh 
VIsrael (an agiiculturc school and research 
centic) which bs 1929 was caieiing to over 
IW) students, the lewish Agcnis with the 
support of the government esi.iblishtd live 
additional agricultural schools ' 

Inconiiasi hv Ihciarlv 1930s ihi Palcsti 
man luial population which lorintd ovci 90 
per cent ol Ihc total hail access to onlv one 
agiiciilluial school pioviding sp,ui foi less 
than 40 students pet yearKcscaich 
centres and suentilic ivpeilist imHiding 
chemists and analysts were also piouded by 
the Hebrew Ltuyeisitv and the Icchniun, 
now Israel’s laigest icchnual iiisiiiiitt " I he 
application ol icchiiolot < itid stieiict, it 
must be added, was not sohL Ihc liiiit of 
lewish capital and hiiiiiaii icsources A gicat 
deal ol assistance was in fact ptovidcd by 
the British loloiiial goveiniiienl 

I he lolc played by uovei nmcni in advan 
ling dgiiculliire was ivident at viiiually all 
levels At thi legal livil with an eye to 
ciicouiaging commcicia* production, the 
governnunt advanced laws wliiih exempted 
all deinonstiation pli'ts (whether erected on 
Jewish land oi on so called state land) from 
(axes Ol pariicutai significance in this 
context was the role (he department of 
agiicultuie assumed in promoting capitalist 


agriculture. Established m 1929 and directed 
by a Jewish agricultural expert, the depart- 
ment was almost exclusively put under the 
services of lewish settlements Government 
investment in the department in a two-year 
period of 1929 and 1930 amounted to 
PI 153,767'’ 

The department of agriculture was not an 
independent body In fact, as one British 
analyst noticed, the department was a mere 
extension ol some lewish stientific centres 
and mamis the Hebrew University 

While theie is no evidence to show that 
the department made any significant con¬ 
tribution, tmancial oi otherwise, to the in 
digenous population there is ample evidence 
to demoiisttate its conlribulion to the Jewish 
agricultural settlements Worth noting hete 
IS the assistance provided by Ihc depaitmeni 
to the lel-Aviv experiricntal station 3 hus, 
in a seciet dispatch by the British secretary 
of state lor tlie colonies to the high commis 
Stoner ol Palestine in 1933, it was icscalcd 
that the department planned to spend 
PI 3,060 a year for a period ol live years 
“to Ihc Jewish Agency’s experimental station 
and the establishment ol a government citrus 
demonstration giosc” 1 he samt dispatch 
also staled that “'he director ol agiiculturc 
suggested that the Jewish Agency contribute 
PI 49,000 and goseinmeiit spend PI 70,000 
to be completed within five ycais for 
agritulluial development’’'' 

It IS inteicsling to note that ncitliei the 
governnieni ilscll lepicsented by the high 
coinniissionci, not Israeli official auttiois 
saw govcrnmciii as biased or one sided in 
Its agrarian poliiv lo the lontrais, Isiacli 
wiiicis widely believed that it government 
weie not neutr.(l, it was in tavoui o' in 
digenous Palestinian agriculturists " In 
fact as till following two examples show 
high govcininent offiiials lirnily bclicscd 
that their position was even liandcd and that 
what in govcininent view was good lor pro 
iiioting modern (lapiialisi) agnculturc was 
also good lot all the economy 

In 1928, lot example, alter an invcstiga 
lion into the economic conditions ol the 
‘fallaheen’ in the Northern Disinci, Hat 
ding, the district director suggested that 
government advance a loan of PI 50,(X)0 as 
leliel to the ’fallaheen liuwevei, one year 
later, in 1929, it was re|x>ited that the govern 
ment agiced to a loan of just Pi 20,000 and 
that the loan be divided among both Jewisli 
and indigenous Palestinian agriciillurists As 
a icsuli the loan was divided as follows 
PI 15,000 paid to the 'lallahcen' in kind 
wheal and barlev were bought by govern 
ment and distributed to Ihc 'lallalieen'- and 
I' 5,000 paid in cash to the Jewish 
agriculturists ” 

In 1930, after the publication ut various 
reports which demanded that the govern 
ment do something to help the dispossessed 
'fallaheen', the high commissioner ol 
Palestine arranged a meeting with repicsen- 
laiives of Jewish and Arab agriculturists to 
lecture them on what was called “the govern¬ 
ment role in advancing agriculture m 



McKinc''. In this meeting the high commis¬ 
sioner provided an empuical example of how 
the government intended to allocate a grant 
to “all Palestinian agriculturists”. Or the 
grant, estimated at 20,000 Palestinian lira, 
10,000 in cash were handed to ‘Jewish 
representatives’ as follows: PL 4,500 to 
Mikveh Yisrael; PL 2,000 to trade schools 
in Jeru.salem: PL 1.500 to schools for handi¬ 
craft in Jerusalem; PL 1,250 to the agri¬ 
cultural school in Ben Shemen settlement 
and PL 750 to the professional school of the 
Jewish Federation of Labour. The ‘Arab 
representatives', who did not receive a penny, 
were told that the government would provide 
villages with barley and wheat. 

in both cases, imported North African 
wheat and barley were purchased. Wheat 
was bought for 15,500 mils per ton while 
barley was bought lor 10,000 mils per ton 
During the same period, however, local 
wheal and barley were disposed ol at an 
average ol 6,000 mils per ton for wheat and 
.1,000 mils pet ton for barley, in other words, 
had the ‘fallahecn’ been given the money in 
cash, they could have obtained more than 
double the amouni of wheat and more than 
three times the amount of barley ol Icred by 
the government."* 

As a measure to lutthcr subsidise and 
expand Jewish agriculture, the government 
extended its tax exemption laws to include 
the imports ol all machinery free ol duty. 
Capital and the colonial state worked 
logethcr in developing Icwish .settlements 
and revolutionising their lorces ol produc 
non. An imprcssisc achievement ol the 
alliance ol capital and legal Incilities was 
demonstrated in the lapid development of 
mechanisation, lor ex.iiii|>le, in 1922 all 
lowisli .settlements combined had only J3 
tiaciors and no combines Yet, by the end 
of the 1920s, all cereal produelioii which 
characterised the co-operaiives was depen¬ 
dant upon tractors and combines In 1919, 
a Jewish Agency suivcy showed that there 
were over 217 tractors and 80 combines in 
use in the seiilemcnis (f io/cinsky, 1986. 146]. 

Lquall) tmpiessive was the introduction 
ol It ligation schemes during this period. Iii 
1922 an estimated 2,867 dunams were under 
iirigation, but b> 1930 this land expanded 
to 21,148 dunams, an meiease of more than 
1,000 per cent, 58,l62d m 1941 and reaching 
79,8.<0d by 1944.''' Capital and 
technological change in agriculture cau.sed 
a dramatic change m the nature of produc¬ 
tion. Specialisation and large-scale produc¬ 
tion based on ii.tensive methods were at the 
core of this development. 

AtiRK millRAl SPtCIAl ISAIION 

Specialisation in agriculture, which means 
producing commodities for c.xchange value, 
is con.sidcred by Marxists as a significant 
step in transforming agriculture into in¬ 
dustry. The concept of agricultural industry 
must be differentiated from industrial pro¬ 
duction proper. This difterence was describ¬ 
ed by Lenin as follows: 


From the very nature of n^ricuitute its con- 
rersion into commodity production occurs 
in a particular manner, unlike the correspon¬ 
ding process in industry. Manufacturing in¬ 
dustry spills into separate, completely in¬ 
dependent blanches, each dwoted exclusively 
to the manulacture of one product or part 
ol a product. Agriculture on the other hand 
does not split into completely separate bran¬ 
ches, but merely specialises in producing, in 
one instance one market product, in another, 
another market product, the other agri¬ 
cultural aspects being adapted to this prin¬ 
cipal (i e markci) product |lenin. 1977:267). 
Industry in this sense can be attributed to 
all Jewish settlements both the private and 
the eo-operalives. While the private set¬ 
tlements were predominantly specialised in 
producing citrus and grapes, the co-operative 
farms were quickly becoming industrialis¬ 
ed as well Vegetables, fruits, and dairy pro¬ 
ducts were increasingly the predominant 
agricultural products in these settlements. 

Dairy and poultry production in the co- 
opciatives was particularly significant. From 
1922-1916 the number of cows reared an¬ 
nually rose from 750 to 8,040. In 1944 due 
to improved fodder and the introduction of 
new breeding teehmques, the number of 
cows reached 16,040. An equally impressive 
growth was also recorded with regard to 
poultry; from 6,800 heads of poultry in 1922 
to 1.75,500 in 1936 and 1,02,400 in 1944.“ 

I he application of capital and machinery 
in agriculture speeded up the process of in¬ 
dustrialised agriculture resulting in a gradual 
bill sweeping take-over of extensive small- 
scale production by pioduction on large- 
scale.*' What characterises large-scale pro¬ 
duction IS not the si/e of the land put under 
a certain crop, but, rather, the form of use 
of that particular crop. 

One must differentiate here between large- 
scale production and s|scciali.sed agriciiltuie. 
Fill, although in both cases crops are pro¬ 
duced for the market, the two phenomena 
arc not the same. Agricultural speciali.salion, 
lot c.xaiiiple, can he lound in prc-capitalisl 
forms ol production In contrast, large scale 
production' is specific to the capitalist niiKie 
of production 

In small-scale production, usually charac- 
tciisiic of peasant economics, crops arc pro¬ 
duced primal ily as use-values to be consum¬ 
ed by the direct producers. Within the 
Palestinian context, for example, most 
cultivable land until the I93()s was under 
cereal production. Although this does not 
imply that other commercial crops were 
absent, it nevertheless indicates that sniail- 
scale pre-capitalisi forms ol production were 
chaiaclerisiic of the fallali’ economy. 

The emcrgenc'c and development of large- 
.scalc production, namely, vegetables and 
fruits during the 1910s and 1940s begun to 
gradually take the place of cereal produc¬ 
tion. One indication of this process is shown 
in terms ol the decline m the size of land 
under cereal and the growth of that undei 
commercial crops (lable 1). 

While the area under cereal cultivation 


was constantly in decline (Ikble I), fram 
65,35,Olid in 1$3S to 4245,053d in 1944, that 
is, a decline of about 35 per cent, both areas 
under vegetable and fruit cultivation were 
simultaneously expanding. Between 1935 
and 1944 the area under vegetable cultiva¬ 
tion increased by i,7S,9S4d or about 148 per 
cent, and that under fruits increased by 215, 
005d or 124 per cent. Vet, the most signi¬ 
ficant feature in the process of transform¬ 
ing small-scale agriculture into large-scale 
production is in the amount of exchange 
value acquired from each product. 

In 1941-42 for example, a survey of 8,793 
Jewish private farms showed that despite the 
fact that they occupied relativdy a very small 
area, the overwhelming majority of these 
farms employed intensive techniques and 
produced commercial crops. Ibble 2 
demonstrates how small farms were utilis¬ 
ed for large-scale production. 

Except for category 4, ‘extensive farming’ 
(Table 2) where crops like wheal and barley 
were produced largely for the farmers’ own 
consumption, all other farm.s surveyed here, 
estimated at 7,770 farms or 86 per cent of 
all farms, were highly industrialised, hiring 
family and outside labour and producing 
commercial crops for the market [Gojanskn 
1986; 145]. 

Under large-scale commercial production, 
the productivity of the land is measured by 
the value of produce per unit [abu-Rjcyli, 
1970; Kautsky, 1976; Lenin, 1977). The 
general trend in l^lestinian agriailture since 


Ixuii. I' Akia unihk CTreai. Vegetables 
XNi) Fkmts (Oihi'k 1HAN CnRusi I935-44 
(In Dunam) 


Ycai Cereal 

Vegetables 

Fruits 

I9J5 6,515,031 

118,542 

879,813 

1916 6,165,636 

145.871 

1,046,111 

1917 6,300,310 

151,520 

1,062,753 

1938 5,766,(KW 

133.333 

1,059,003 

1939 5,366.900 

138,621 

1.071.992 

1940 5.736,932 

206,266 

— 

1943 4,568,294 

257,871 

1,095,766 

1944 4,235,053 

294,496 

1,094,820 

.S'riKnv. Slaiiilital Ahsiroct of 

Poleslina. 

1935-1944. 

1 MU I 2 .Si/i T 11*1 AND Number c>r Farms 

Type ol 1 arm 

No of 
Farms 

Avinage 
Size’ rtr 
Farm (in 
Dunam) 

1 Planiaiions 

3,857 

20 

2 Intensive mono- 

euhural laiming 

636 

5-tO 

3 Intensive mixed 

(arming 

3,277 

15-20 

4 l:xien.stve (arming 

1,277 

ISO 

lotal 

8.793 

20 


Soune: Slat meal Handbook, 1947, p I4S (in 
Gozansky, 1986: 146). 
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ine mia-iywi wu or a contiam ana inien- 
uvt dechne in pre-capiulist forms of 
agncultural production which were being 
fcplaced by capitalist forms of production 
As Ihble 3 shows cereal production was 
gradually but intensively undergoing a pro 
cess of decline in terms of tonnage and 
value, while the production and value of 
cash crops was rising 

In 1933, out of a total area of 7S,33,386d 
under all crops cereal cultivation occupied 
6,53S,03ld or 87 per cent ol the area 
(Ihbic I) but produced a value of PL 
15,97,100 or 33 per cent of the total value 
produced by the three crops (Table 3) On 
the other hand, both vegetables and fruits 
which occupied just 9,98,33Sd or 13 per cent 
of the total land (lahle I) yielded produce 
to the value ol PI 13,86,979 makings per 
cent of the total value (Table 3) The trend 
continued throughout the 1930$ and 1940s 
Cereal cultivation occupying vast areas yet 
producing much less income than the 
smaller areas under commercial ciops 

The only exceptional years in Table 3 are 
1943 and 1944 where a rise in prices of all 
three pioducis occurred This phenomenon 
was largely due to the second world war and 
the geneial nst in consumer prices at the 
international level Nevertheless, this rise too 
favoured the moic commercial crops such 
as fruits and vegetables 

The process of the displacement of small 
scale by large scale production is considereo 
by Marxists as iht fundamental and prin 
cipal trend ol capitalism [Saleh, 1979, 
Barakat, 1978, Bagchi 1982, Patnaik, I983J 
The consequence of this is not necessarily 
the immediate cxpropiiatioii of the peasants, 
but It nevertheless causes “the rum of the 
small farmers and a worsening condition on 
ther farms ’ I his prtKess as Lenin observes 
“may go on foi years and decades ’ [lenin, 
1977 70] 

The meehanisalioii ol agriculture was not 
confined to the pnv ite settlements, known 
otherwise as the moshava (plural moshavot) 
In fact these modern methods of agn 
cultural production were characteristic of all 
Jewish scttlemenis including the to 
operatives known as the moshav and the 
kibhut/ Alongside the development of the 
forces of production, the social relations of 
production in agriculture, it will be shown 
here have also changed 

WACiF I ABOUR IN Ar.RK HllimL 

The quantity ol hired labour exploited m 
reproducing the Luropcan lewish capitalist 
economy was phenomenal in all private and 
some CO operative settlements In a 1938 
survey, for example, it was revealed that five 
settlements employed 13,200 wage labouars 
Hired labourers were drawn from both the 
uidigenous Palestinian population as well as 
the Jewish settlers, 7,700 or 58 3 per cent ol 
the labouiers were Jewish and 5,500 or 41 7 
were Arabs [Gozansky, 1986146) T he large 
dependence on wage labour was partly 
related to the fact that many private settlers 


usea uuM ana agncunuie nmpty as a means 
of making profits. 

The phenomenon of absentee landlordism 
within the Jewish economy was widespread 
In a 1938 survey, for exam^e, it was reported 
that 34 plantation settlements were owned 
by 1,513 farmers who lived on the land and 
1,113 absentee owners In these farms an 
estimated 10,(XX) wage labourers were 
employed, that is, four wage labourers for 
each farmer In this case as well both in 
digenous Rilestinians and Jewish workers 
were hired 6,3(X) Jewish labourers and 3,300 
Palestinian labourers [Gozansky, 1986146] 

Wage labour was also used in some co 
operative settlements, particularly the 
moshav ‘A 1941 42 survey conducted by the 
Jewish Agency revealed that out ol a total 
Jewish agricultural population of 1,34,276, 
63,454 or 47 3 per cent were wage earners 
involved in various occupations Of these, 
27,114 persons or 42 7 per cent were 
agricultural wage labourers and the rest 
worked for industry, construction and other 
fields ^ 

The exploitation of labour power in 
general, and within agriculture in particulai, 
has received very little attention by most 
Israeli official writers In fact by ovei 
emphasising co operative labour arrange 
ments authors have totally ignored the ex 
ploitative nature of production relations 
within the European Jewish economy 
Not only were the relations of production 
within the moshav and kibbutz misrepn sen 
ted, production relations within the private 
settlements, the moshava were also masked 

Various authors argue that the / lonist 
control of Palestine nationalised or even 
socialised all relations of production I his 
claim IS not only made with regard to the 
CO operative farms but also refers to the 
private settlements of the Rothschilds It is 
argued that with the development of the 
7ionist movement, the conflict between the 
capitalists and the /lonisl socialists wa' 


resoivea wim rue munpn oi ftxiaun 
Zionism’ over capitalism. As a good will 
gesture on the part of Rothschild, it is main¬ 
tained, his property was totally transferred 
to the Palestine Jewish (Colonisation 
Association (PICA) and consequently fell 
under the control of the Jewish Agency, 

A closer examination of this ‘transfer*, 
however, reveals a different picture Data sug¬ 
gest that control over the Rothschild’s set¬ 
tlements passed only temporarily to PICA 
Ihis was during the four-year period of 
1920 24, after which the baron returned to 
Palestine and assumed full control over his 
properly 

More importantly, the conflict between 
the Rothschilds and representiatives of the 
lewish Agency was not one between the 
adheients ol capitalism and the adherents 
of socialism It was not between capitalists 
and anti capitalists, as some authors suggest 
[Kimmerimg, 1983, Ghana, 1981, Etsenstadt, 
1985] On the contrary, it was between two 
sections within the Jewish bourgeoisie, on 
the one hand the Jewish Agency represented 
by big investors like Etingcr, Goldberg and 
Usishkin who themselves occupied high 
political posts within the Agency,^^ and on 
the other, the baron who owned most of the 
moshavot 

I he conflict in fact had little to do with 
the private or capitalist nature of these settle 
ments as both conflicting sides wea 
capitalists I he natua of the conflict was 
politii.al instead It was around control over 
the source of hired labour I he essence of 
the conflict basically revolved around the 
question of which laoouars should he hired 
in these settlements indigenous Palestinian 
or Furopcan lewish workers 

Ofticiallv the conflict was resolved in 1924 
by expelling (> 300 Aiab workers and replai 
ing them with Jewish workers Yet, tensions 
bclwem piivatc faimers employing Arab 
labourers and Iht /lonist authority remained 
largely unsettled Vil will show latci that 
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Product 

Value 

Piodiiel 

Value 

Pioduel 

Value 

(Ions) 

1933 

(PI) 

(Foils) 

(PI ) 

(Ions) 

(PI ) 

24R 408 
1936 

1 S97 100 

67 847 

363 733 

162 984 

1 021,244 

181 700 
1937 

1 173.326 

70 321 

400 384 

186498 

1 063,192 

298 2(X) 
1938 

2 223,873 

120 393 

480 733 

230 034 

1,197 369 

202 V’! 
1939 

1 284 481 

109,088 

375 048 

248 373 

1,213,020 

241 642 
1940 

1 320 316 

129,373 

669 037 

183,006 

1405.171 

337 411 

1943 

2 800 047 

198 273 

1 244 477 

204,183 

1,711,988 

IhS 910 
1944 

4 839 327 

244 446 

7 138 747 

280,068 

4,698,479 

162 690 

4 373 431 

271,329 

7,525,897 

201,560 

6,144,571 


Soitni SiaiiMual Absiruii oj Paleuine, 1935 1944 and 1943 [in Amen, 1974 34] 
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private farmert continued to employ Arab 
wage workers and the Zionist authorities 
continued to harass both farmers and 
employees. 

This case highlights the basic conflict 
within the Zionist colonial movement. The 
Jewish Agency which in this instance 
resorted to force in kicking out indigenous 
hired labourers from the Rothschild’s plan¬ 
tations had in fact submerged the economic 
interests not only of the Rothschilds but also 
of its own members in favour of gaining 
long-term political hegemony in Palestine. 

Throughout British rule, the moshavot 
continued to be the most important 
economic enterprises. In 1944, and despite 
their small number—estimated at 44 out of 
a total of 258 settlements—the 'mo.shavot’ 
were economically the most advanced type 
of agricultural settlements. 

The moshavot occupied an area of about 
S82,300d or 34 per cent of all Jewish land 
under settlement, including the most fertile 
land in Palestine. Most of the mo.shavot were 
concentrated in the plains panicularly by the 
Maritime Plain, in 1944, the ‘moshavot* 
owned 90 per cent of the total land under 
Jewish citrus plantations. They occupied 
2l,800d or SO per cent of all Jewish land 
under fruits othei than citrus and 297,500d 
or over 40 ix-i cent of the total Jewish land 
under irrigated lodder, vegetables, etc, leav¬ 
ing most ol the land under less commercial 
and more extensive methods of cereal 
cultivation to other selilemcnts.^* 

Agricultuial production was highly 
specialised in the moshavot. In 1939 a survey 
of 34 moshavot revealed that out of a total 
area of 2,08,OOUd occupied by these set¬ 
tlements, 46,000 dunams or- 22.1 |)ei cent 
were under citrus production; 26,(XK) 
dunams or 12.5 per cent under grape and 
only 19,000 dunams or 9.1 per cent was 
under extensive cereal cultivation jciled in 
Go/ansky, 1986:173). 

The private nature of these sctliemcnis 
and the economic prosperity they provided 
to their owners attracted many settlers. 
Whether wage labourers or capitalist 
farmers, the population of these settlements 
witnessed a sharp increase during the British 
rule as Ikble 4 illustrates: 

In absolute terms, the number of people 
in these settlements increased greatly over 
a short span of time: From 11,540 people to 
27,740 or by over 140 per cent between 1922 
and 1931. One decade later, i e, from 1931 
to 1941, the population of the moshavot in¬ 
creased by about 128 per cent. Their relative 
population, however, declined. This is largely 
attributable to the development of mo.shavot 
and kibbutz forms of settlements. 

Zionism and ‘Workers’ 
Cooperatives’ 

The extensive body of literature on the co¬ 
operatives is largely inaccurate and defident. 
By lumping together all forms of co¬ 
operative settlements, the literature fails to 
account for the fundamental difference bet¬ 


ween the kibbutz and the raoshav as well as 
the differences within the moshav(s) 
themselves, Authors have also ignored the 
actual and potential sodal contradictions in¬ 
herent in these forms of production. 

Virtually all uncritical writers present 
these co-operatives as ‘socialists’ or 
‘primitive communist’ communities or even, 
in one case, as the “ideal society for the 
fulfilment of human dream” [Tabenkin, 
1985; Bettelhcim, 1971; Rinehart, 1971; 
Eisenstadt, 1985; Spiro, 1972). Vet, as various 
authors have correctly noticed, the co¬ 
operatives have always been integrid parts of 
the capitalist mode of production (Rayman, 
1981; abu-Rjeyli, 1970). 1b this analysis we 
will now turn. 

A common set of assumptions shgred by 
most Israeli and other romantidsers t^f these 
forms of labour organisations involves the 
two fundamental components of these set¬ 
tlements, landed property and wage labour. 
Authors argue that land in the co-operatives 
was not privately owned, thus concluding 
that land was collectively or comffltinaliy 
owned. They also claim that wage labour 
was in principle forbidden in the co¬ 
operatives, hence strengthening further their 
contention that the co-operatives were 
socialist or even communist. However, as the 
following argument will show this daim has 
little, if anything, to do with reality. 

Instead of finding out who actually 
owned and controlled the land and how land 
was distributed to members of the co- 
oiteraiivcs, most authors assumed that 
private property within the Zionist settle¬ 
ments was absent and consequently conclud¬ 
ed that the means of production in these set¬ 
tlements were socialised. As a result, in the 
vast majority of the literature the kibbutz 
IS described as an example of “workers’ con¬ 
trol and ownership of the means of produc¬ 
tion”’' or as an cgaluarian society of “total 
equality among its members" (Spencer, 
1981:171). The term 'communistic society’ is 
often used to rcicr to early Zionist settle¬ 
ments IVileles, 1944; Spiro, 1973; Bettelheim, 
1971). 

This literature suffers from a major 
theoretical Haw. It fails to show why the 
form of landed properly necessarily indi¬ 
cates a specific mode of production. In fact 
there is no necessary correspondence bet¬ 
ween the foim of landed property and the 
mode of production. Capitalism can be in¬ 
troduced through non-capitalist forms of 
landholding, as a consequence which may 
or may not have been intended. Whether 
landed properly was private, individual, state 
owned or communally possessed, it must be 
stres.sed, capitalisiii at all stages of its 
development is capable of penetrating the 
agrarian economv. 

All forms ot property, Saleh maintains, 
are capable of providing fertile soil for 
capitalist development. “There is no con¬ 
tradiction,” he argues, “between state pro¬ 
perly and agricultural capitalism” (Saleh, 
1979:29). In other words, what is important 
here is not the form of landholding but 


rather the mode in which land is expldted 
and the purpose for which crops are 
produced. 

Production in the moshavs and the kib¬ 
butzim was not organised on the princi|rie 
of self-sufficiency of their members. 
Members did not produce use value but 
rather commodities, the exchange value of 
which was realised by the members only 
after it circulated in the market. At the em¬ 
pirical level however, one must also consider 
the question of who owns and/or conirois 
the means of production in these settle¬ 
ments. Land in the co-operatives it should 
be stressed, was to a large extent owned 
privately by the Jewish Agency or its settle¬ 
ments institutions. What was absent was not 
private ownership but rather individual 
ownership by members of the co-operatives. 

Moreover, the means of production, that 
is other than land in these settlements were 
not, as most authors believe; owned and con¬ 
trolled by their members. In fact the Keren 
Kayemet, (Jewish National Fund), an arm 
of the Jewish Agency was the sole owner of 
land capital and technology in the co¬ 
operatives. The Keren Kayemet advanced 
capital in the form of land and other means 
of production and expected oayments in 
return. Recipients of capital advancements 
made by the Keren Kayemet pa.'ticularly 
within the kibbutzim had to meet certain 
economic and, even more importantly, 
political requirements. 

The Keren Kayemet was by no means a 
public or socialist body at odds with private 
property. The Keren Kayemet was partly 
funded by private companies, such as the 
Jewish Colonial Trust and the Angio- 
Palestine Company which were established 
at the turn of the century. In addition it was 
involved in a prolonged international cam¬ 
paign for collecting money from various 
Jewish individuals and organisations. 

Similar to other international companies 
operating in l^lestine, the Keren Kayemet 
was heavily involved in colonial activities. 
These included buying and selling land, tree 
planting and .settlement preparation. What 
distinguished the Keren Kayemet from other 
companies, however, was the fact that, while 
colonialism for the other companies was 
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Moshavot 
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Per Cent 
of 

Moshavot 

Total 

Population 

1922 

14,140 

11,540 

82 

1927 

27,500 

20,220 

74 

1931 

37,240 

27,740 

75 

1936 

87,110 

59,530 

68 

1941 

111,250 

63,240 

57 

1944 

139,000 

76,000 

56 


Source Survey of nitesime, 1945-46, Chapter 
VII, p 372. 
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kayemet the goal of colonialism was above 
all political in nature (Doukhan-Landau, 
1980: 200; Gozansky, 1986:57]. There is a 
partial truth in the claim that land under the 
control of the Jewish Agency or any of its 
arms was withdrawn from the market 
{Kimmerling, 1983:34], But it is also true 
that this withdrawal was one sided. The land 
which under the policy of the Keren Kayemet 
became the inalienable property of the 
Jewish people was in fact alienated from the 
indigenous owners/possessors. Indigenous 
Palestinians were excluded from claiming 
back, buying or even working on this land. 

The withdrawal ol the land from the 
market, in fact, did not affect the fact that 
land under the control of the Jewi.sh Agency 
continued to be dealt with as a commodity 
and a means to promote capitalism. This was 
established by Rupin, the head of the Jewish 
Agency who in his report on the Und 
Development Company stated: 

With regard lo ihe important question of at¬ 
tracting capital in the ‘land of Israel' I sub¬ 
mit the following. During the first five years 
of our work it became clear (hat in order to 
atiraci big capitalists to invest in land, we had 
to be able to convince them that their capital 
would have a reasonable return Wc, for that 
matter, were able to do .so. since we showed 
alt those who invested in industry how 
smooth It IS to do so when they buy land 
from us... During the past five years, around 
one million francs were invested in our com¬ 
pany The land Development Company sold 
to individii,il investors, land of the value of 
one and a half million trancs and the urban 
branch ot oiii company has sold land of the 
value ol one million trancs |ciied in 
Oo/anskv, I9R6-58| 

In other words, the owiier.''conlroller of 
the land wiihin the co-operaiives, while not 
the individual member, was iiunclheless a 
political agency whose aims were nut entirely 
aniagomstic to private ownership and 
capitalist principles This agency was an in¬ 
tegral pan of the largci Furopcaii Jewish 
economy in I'alcstiiie 

WaCiF I.ABOim ANt) CO-OPFRAriVf S 

The second dubious assumption made by 
many previous analyses of the kibbutr move¬ 
ment concerns the supposed absence of 
hired labour in the co-operatives. They argue 
that the ideals ot ‘Jewish labour' and ‘Jewish 
land* were the guarantors for Ihe socialisa¬ 
tion of labour and Ihe absence of relations 
of exploitation lliisciistadt, 1974; Tabenkin, 
1985]. 

However, as with the claims for the 
absence of private land ownership, a closer 
look at the evidence tails to support this 
position. The principles of ‘kibbush ha- 
adamah', (occupation of land) and ‘kibbush 
ba-avoda* (occupation of labour), or what 
was otherwise known as ‘adamah Ivrit* 
(Jewish land) and ‘avodah ivrit’ (Jewish 
labour) were, indeed, advanced by the 
Zionist leadership to promote the co¬ 
operative forms of agricultural colonisation. 


xei, me maicriaiisaiKNi or inese principicB 
(fid not result in socialism. On the contrary, 
these policies wme aimed primarily at 
creating a nationalistic exdusivist economy 
for the Jewish community in Falestine. 

The hiring of labour power was never at 
odds with the principles of policies of the 
Jewish Ageitcy or any of its affiliates. The 
aim of these policies was to exclude the in¬ 
digenous Palestinian workers from employ¬ 
ment in the co-operatives. This was expres¬ 
sed at almost every opportunity by Zionist 
organisations. In the International Zionist 
Annual Conference on August 14, 1929 in 
Zurich, the following was resolved: 

Land is to be acquired as Jewish property and 
subject to Ihe provisions of Article 10 of this 
agreement, the title to the lands acquired is 
to be taken in the name of the Jewish 
National Fund, {Keren Kayemet], to the end 
that the same shall be held as the inalienable 
property of the Jewish people. 
Furthermore: 

The Agency shall promote agricultural 
colonisation based on Jewish labour, and in 
all works or undertakings carried out or fur¬ 
thered by the agency, it shall be deemed to 
be a matter of principle in that Jewish labour 
shall be employed.^** 

Boycotting Arab labourers was written as 
a condition to land leased by the Keren 
Kayemet. In a reference to the Maritime' 
Plain co-operatives the following was stated. 
The settler hereby undertakes that he will 
during the continuence of any of the said ad¬ 
vances, reside upon Ihe said agricultural 
holding and do all his farm work by himself 
or with the aid of his family, and that, if and 
whenever he may be oblig^ to hire help, he 
will hire Jewish workmen only. 

Similar terms of lease were adopted with 
regard to co-operatives established m the 
Marj Plain: “The settler undertakes to work 
the said holding personally, or with the aid 
of his family, and not to hire any outside 
labour except Jewish labourers".^’ 

The Keren Kayemet, in fact, went so far 
as to impose a penalty on any Jewish owner 
attempting to employ an Arab worker. 
Article 23 of the lease stipulates: 

The lessee undertakes to execute all works 
connected with the cultivation of the holding 
only with Jewish labour. Failure to comply 
with this duty by Ihe employment of non- 
Jewish labour shall render the lessee liable 
to the payment of a compensation of ten 
Pilestinian pounds for each default... Where 
Ihe lessee has contravened the provisions of 
this Article three limes, the Fund may apply 
Ihe right of restitution of the holding, 
without paying any compen.sation 
whatever “ 

It is important to point out here that the 
Zionist exclu.sivist policies were formally 
supported by the British government. The 
debate which ensued in the House of Lords 
around these policies resolved the following: 
“The acquirement of large tracts of land in 
Palestine on inalienable trusts by Jewish 
bodies should be allowed; and conditions 
should be allowed to be inserted in leases or 
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preventing any but Jewish labour on lands 
comprised in such leases or tenancy 
agreements”.” 

Data above suggest that, neither the 
moshavs or the kibbutzim were prohibited, 
in principle, from eiploiting hired labour. 
What they were forbidden to do is hire non- 
Jewish or Arab labour. The dispelling of 
these two major misconceptions is funda¬ 
mental for understanding the true nature of 
these settlements. There were inherent con¬ 
tradictions within the structure of the Jewish 
co-operatives. While these contradictions 
surfaced early on in the case of the Moshav, 
for reasons to be discussed later, they took 
longer to emerge within the kibbutz 
enterprise. 

THt Moshav 

The literature on the co-operatives, as 
pointed out earlier, lumps together the 
‘moshav* with the kibbutz by highlighting 
the latter only. This is despite the fact that 
the moshav at least until the early 1940s, 
proved to be economically and demo- 
graphically more successful than the 
kibbutz. 1-and in the moshav, like that in the 
kibbutz, was owned and controlled by the 
Keren Kayemet which in turn advanced all 
means of production to moshav members 
Members of the moshav usually came from 
the bcticr-off sections of the working class 
ot from the middle class families. Work on 
the family farm was mainly done by family 
labour. At the end of the production pro¬ 
cess, the Moshavs Councils marketed the 
produce and paid each family according to 
its produce. From the cash obtained, each 
family was expected to cover its consumer 
needs and pay its share of rent fees and other 
dues to the land owner. 

After a certain period of residency if 
families found themselves capable of buying 
the land without depeding on the Keren 
Kayemet they could do so. In the process, 
families with better financial resources than 
others were able to own their own property 
while at the same time live in the moshav. 
This was the case in the Moshav Shitiofi 
(literally, collective settlements), referred to 
in the literature as ‘the middle class’ moshav. 
In the Moshav Shittofi settlers privately 
owned the land and exploited outside wage 
labour [Sac’d, 1985:120]. 

The moshavs, both economically and 
dcmographicaliy were more popular than the 
kibbutzim. During British colonialism, the 
agricultural population of the moshavs grew 
rapidly. From a total of 400 people or just 
less than 3 per cent of the total Jewish 
agricultural population living in the moshavs 
prior to 1920, the relative population of the 
moshav grew to 10 per cent in 1922; 17 per 
cent in 1927; 18 per cent in 1936 and to 22 
per cent in 1941. In 1944, 29,500 people or 
21 per cent of the Jewish agricultural 
population were living in 99 moshavs.” 

In addition, until 1936 the moshavs were 
the second largest form of enterprise—after 
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die moahava—ud as the following table 
shows, moce populated than the kibbtutz 

However, with the tremendous emphasis 
placed by the Zionist movement on the 
kibbutam in the late I93(H the place of the 
moshav in the co-operative system began to 
decline Some authors maintain that the 
unpopularity of the moshav was the result 
of economic factors They claim that the 
development of private ownership and the 
hiring of labour defeated the whole thrusi 
of co-operation and coUectivitv [Spiro, 
1973 5) However, one can point out here 
that the use of hired labour was also a part 
of the structure of the kibbutr, yet its 
popularity was never harmed The real 
reasons behind the popularity of the 
kibbutz, It will be demonstrated, was not its 
socialist traits, nor the lack of exploitation 
It was the geo-political and military services 
which the kibbutz and not the moshav was 
able to provide to the Zionist colonial pro 
ject which in fact accounted for its 
importance 

TO begin with, two widels held misconcep 
tions about the kibbutz experience must be 
discussed The first is the claim that this 
experience was uniquely Jewish or Zionist 
and the second is the belief lhal its success 
was due to the strony beliel in socialism 
brought bv the Zionist settlers 

(1) 'Uniqueness of kthhuu 

Most aiilhors sec the kibbui/ as a unique 
Ziomsi or lewish phcnvimcnon labenkiii 
who was considered one of the founding 
fathers of modern Isi i I and among the 
pillars of socialist Ziorii in describeu the 
‘kibbutz’ as the apex of human expeiiem e 
the onlv commune in the woild which has 
not been founded bv the social dcmcKiacics 
nor b> Bolshevism’ jlab'-nkin I9KS44] 

[here n some truth in mainuininy that 
the kibbutz was diffeient from the collective 
apenence in the Soviet econom) Since at 
least in theory, the Soviet economy was 
soaalist while the Luropian Jewish one was 
pre dominantiv capitalist However, I s 
torically. the presence of a co operative or 
a colleaive scKicly in the nndst of a capitalist 
system is not unique to the Luropean Jewish 
settler's experience Histoncal parallels to the 
kibbutz were known in mid 19th century 
Britain when Owen’s ‘comniuiiistic societies’ 
weie formed 

Commenting on this phenomenon, Lngels 
highlighted two functions he believed were 
crucial in the establishment of these com 
munal soaeties On the one hand, he pointed 
out that this arrangement was economical 
ly rewarding for both the members and the 
owner himself 'Owen’s communism’, Engels 
states “[Wjas based upon this purely 
business foundation, the outcome, so to say, 
of commercial calculations Thus in 1873, 
Owen proposed the reliel of the distress in 
Ireland by communist colonies, and drew up 
complete estimates of costs of founding 
them, yearly expenditure, and probable 
revenues”(Engels, 1977 1231 


While foi the workers this arrangement 
secures employment and living conditions, 
lor the owner it can also be rewarding In 
the light ol the fact that all decisions con 
cerning produclion the realisation of 
surplus value supervision, management, etc, 
arc left to the members this organisation can 
serve as a means for the conservation ol 
human and capital resources It saves the 
owner thr tost ol managing, supervising 
and controlling production and leproduction 
in his enterprise 

Described b\ I ngcN as utopian socialism 
Owen’s entcipriscs had another dimension 
These sociuics fiintiioned as a response to 
the uying soci il abuses and ihe loosen 
mg ol all traditional moral bonds ciiatcd 
b\ capitalism Owen’, lngels writes 
wanted lo plact the people in conditions 
worths ol human beings, and especially bv 
cdietullv bringing up the iismgicneialioii 
[liil’cls 1977 124] 

I he txpcrittici ol Segcra the lust 
kibbutz which was built in 1908 on the land 
oi the Arab village wirrvine the same name 
piovidcs stiikiiij paiallcis to Owens 
expcritncc In 1908 a group ol Icwish 
woiktis lonti Kitd he woik m Stgcia lot 
I pciioel ol one ^c n and established the lirsi 
kihtsul/ I his (.roup was colleelivtlv respon 
''ibic lot ledistiibutiiu the work among all 
It m< nibi IS No hired 1 iboui was employed 
Ml decisions loiuerning pioduction 
mitkiiiiif. or), uiisilion and so on wen 
c mud out collcctivclv by ihc grouii fhis 
esiHiiciKc proved to be economic,illv sue 
ecsviul At the end >1 inc conir.icl Ihc gioup 
VMS ible to piv huk all Its dues and also 
nuke piolits toi Itself jelled in Kavyali 
I96( 24 23] Allhough the group did not 
iiiKw iiscontiavi Jiidthc Scgeracvptiicnce 
was short liv d it nonetheless letl I's 
imprint on the Zionis leadership and was 
vonsideicd an cxiiiiple to lollow 

111 (he late t9tn century the kibbutz con 
cepi was also cnti iiicid by the tact lhal m inv 
Itwish stlllcrs during the time had lUd 
cioiiomie dilliculiies and sen to culiural 
persecution practi ed against them m 
lasts in Euiopt iiid Czaiisi Riissi i 
However since on niohvation alone no 


scKio economic structure can be established, 
the dreams of the early settlers never 
materialised Partly due to the fact that 
Jewish colonial companies at the time were 
not inierestcd in this form of enterprise and 
partly due to lack of funds and political 
commitmwit on the part of the Keren 
Kaycmet, the kibbutz concept did not 
initially Moiinsh 

As a matter of fact, it has been reported 
that the first attempt at establishing a 
kibbutz which involved the Keren Kayemet 
in 1913 was a marked tailure In this case, 
a ‘kvotza (group) ui five rented a piece of 
land from the Keren Kayemet and received 
some capital advancement but, because of 
the extcsvivt payments which the ‘kvotza’ 
was required to return to the Keren Kayemet, 
Ihc plan was halted Both the ’kvotza’ and 
other potential settlers interested in such an 
cnieiprise were lurihcr discouraged 
ICiozansky 198673] I he idea of the kibbutz 
was icvitalistd only after the entry of British 
colonialism largely due to the increasing 
economic and political power ol the Zionist 
mosemeni in Palestine 

(2) Kibbutz 'bulftlment of Ideo'r’ 

As alluded to earlier, liteiati re has 
piesentcd the kibbutz as the fullilment of 
the Jewish dream or the materialisation 
of the Zionist ideal ’ jTabenkin I98S, 
Orchan ViV Rosen ctal 1983 Lisenstadt, 
1974] 

It IS assumed that the kibbutz is the pro¬ 
duct of an idea a dieam or a set of ideals 
put lorward b\ the Zionist movement in 
Palestine Ihc kibbutz in other words is 
perceived as a package ol ready made con 
ccpis pioduccd in f urope and imported to 
Palestine bv the Zionist authorities This 
body ol liicraiurc dots not provide an 
obicetive scicnti'ic approach to iht kibbutz 
In lead It romanticises the kibbutz and 
discuss u as a separate and independent 
octal phenomenon 

Lxieiisivc material has been published on 
the socialisation ol childien in the kibbutz’ 
In Kibbutz Venture in Utopia, Spiro depicts 
the kibbutz children or what he calls “the 
gemittion ol the desert as the cultural 
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heroes” of the Jewish people (Spiro, 1972] 
they are described as the “lorch-bcarcrs and 
liberators of the Jewish people” [Thbenkm, 
1985] In fact, some writers go as far as to 
portray the kibbutz as a “civilising mission 
•gginst the barbarians" (Oahan, 1977 30] 
The kibbutz is seen as the haven for 
gender equality, the only society which is 
capable of replacing patriarchal family life 
with egalitarian group life jOrchan, 1977, 
Rayman, 1981, Spencer, 1981] In the 
Children of the Dream, Bettelheim goes into 
length detailing what she sees as the strong 
tmiotional ties within the kibbutz families 
The whole kibbutz in Bettelheim's view was 
turned into one big familv (Beiielheim, 
1971] 

Nowhere in this literature has there been 
any attempt to locale the kibbutzim within 
the social and economic structure within 
which they were founded kibbuizim did not 
emerge fully formed from a sci ot ideals nor 
were they operating in a social vacuum In 
fact, at every stage of their development the 
kibbutzim were faced with both internal 
structural as well as external forces These 
forces have largely influenced their structure 
and development 

The kibbutz was—and still is—composed 
of a small community ranging between 30 
to 300 people per kibbutz and the size of its 
land between 2,000d to 20,000d (kayyali, 
1966 30-31 ] Duimg British rule, the kibbutz 
population grew from 3,000 people in 1931 
to 33,360 in 1944 Yet the ratio ot the kibbutz 
population to that of the Jewish population 
in general remained very minimal In 1931 
the kibbutz population represented only 2 
per cent of the total Jewish population and 
4 per cent in 1944 '* 

Unlike the experience of the Segera and 
contrary to the impression given by the 
literature, the kibbutzim throughout the 
1920s and the 1930s were never able to stand 
on their own without heavy dependence on 
external sources for funding 
As was mentioned earlier, most fertile 
land appropriated by Furopean Jewish set 
tiers was already occupied by the private set 
llements leaving only less fertile land for 
later settlement Low fertility within the 
kibbutzim, as furthei discussion reveals, was 
also enhanced by the fact that most kibbut 
zim were established for other than socio 
economic reasons In addition, the capital 
needed for irrigation, mechanisation and 
other equipment was not always available 
Kibbutzim during the 1920s were reported 
ly under equipped and serious complaints 
and dissatisfaction was widespread among 
their members 

Even earlier kibbutzim which were erected 
on Palestine's most fertile land, the Marj, 
were suffering from serious problems C om 
menting on this situation one Jewish 
agricultural expert said 

No expcndiiures tor planimg new colonies 
should be made unless ihe development ot 
existing colonies has been completed, or the 
money tor iheir tull developmeni has been 
provided 3 he amount requited tor this will 


absorb the probable normal income of the 
colonisation department for several years to 
come Delay in providing settlers with needed 
equipment and improvements is ncm causing 
losses and disappoimmcnis It is lowering the 
efficiency ot the settlers it is the cause ot 
large deficits '' 

In the late 1920s and early 1930s the whole 
kibbutz movement appeared to be in danger 
of collapsing For a period of three years, 
19291931, only three kibbutzim were 
established ” rconomic difficulties were 
not the sole or even the most important, 
factor m the slow growth of the kibbutzim 
Internal political factors were eqliatly 
crucial 

The Palestinian peasant uprising of 1929 
and the consequent piessure on the govern 
ment to restrict immigration and land 
transfer to the European Jewish community 
had a great impact on the settler movement 
1 he uprising gave a strong message not only 
to the 7fonist authorities in Palestine but 
also to potential investors Jewish capitalists, 
as a result, preferred to privately and directly 
invest their money rather than putting it in 
an unpredictable 'public' enterprise I his is 
illustrated by the failure of the urgent appeal 
for funding made by the Keren Kayemet to 
the World Zionist Organisation in its I6lh 
Zionist Congress 

The situation after Ihe second half of the 
I930s was radically different Partly due to 
the influx el capital and settlers prompted 
by the Nazi atrocities, and partly due to Ihe 
strengthening ot Ihe political position of Ihe 
Zionist movement world wide, the kibbutz 
movement experienced a real upsurge 
Between I932 and I936, I8 kibbutzim were 
established, i c, an average ot 3 6 kibbutz per 
year An even sharper rise occurred between 
I937 and I939 when 28 kibbutzim were 
established, raising the average to 9 3 kibbutz 
per year " 

The sharp rise between I937 and 1939 was 
in fact a direct reaction to the serious threat 
posed by the Palestinian revolution of 
I936 39 The pressure placed on the govern 
meni, by the revolution, loreed it to issue a 
‘While l^per', changing its immigration and 
land transfer policies'' 

I or the Zionist authorities, the change in 
the government policy together with the 
rebellion which was in its second vear meant 
that they were under tremendous pressure 
What was at stake was not only the preser 
vaiion ot the existing settlements but the 
realisation of their dreams for a Jewish state 
I his meant that thcy.had to create as many 
settlements as possible irrespeetive of the 
government policy or the indigenous 
resistance T his resulted jn the settlement 
movement referied to as the ‘Tower and 
Stockade' Irrespective of their size, the fern 
Ills ot the land or who might inhabit them, 
‘kibbutzim' during this period were stock 
piled It was reported that some ‘kibbutzim’ 
were erected m a matter of single days The 
only consideration in this movement was to 
/nake sure that 'kibbutzim' would serve as 


observation sites and border security for the 
future Jewish state 

There ate various interpretations as to why 
the government allowed this movement to 
piecede Som^ authors suggest that during 
this period, the Zionist movement has begun 
to establish itself as a potent independent 
political and military power (Rayman, 
I98I 38] Yet, others maintain that the Zionist 
lobby in Ijondon has always been successful 
in defeating all government decisions in¬ 
cluding all ‘White Papers' introduced dur¬ 
ing the British rule, (Stem, 1984 135] 

While there is some truth m their claims, 
authors here provide a simplistic answer to 
a muk h more complex situation A partial 
explanation of the Zionist expansionist 
policies can be found in the fact that while 
the government did not approve of their 
policv. It tell that it could not afford to open 
another battle Ironi with them Moreover in 
1937 the government was pre occupied with 
crushing the Palestinian and northern 
Palestine ' They were able to take advan¬ 
tage ot the glowing military power of the 
Zionists in order to help quell this revolu 
tion Jewish settlers, as the secretary of stales 
for the colonies wrote to the high commis 
sioner in 1937, “were reliable in the police 
and armed forces' 

(3) Kibbutz A Social Utopia 

Unlike the Marxist principles of scientific 
socialism the kibbutz's socialism was, 
similar to that of Owen s experience, utopian 
in nature But contrary to Owen's ex 
pericnee, kibbutzim were not created as 
anti capitalist oi non exploitative societies 
Nor were they created as safe or peaceful 
refuge tor victims ot wars and other forms 
ot repression On the contrary, the kibbutz 
mission as perceived by its main 'socialist 
Zionist' pillais was mainly to build a genera 
lion of 'fighters' (Ben Ourion, 1971, 
labenkin, I98S| 

Socialism in the Marxist sense which is 
expressed in terms ot socialising the means 
ot production and creating a classless society 
was of very little importance for ‘Zionist 
socialist' leaders C lasses and wage labour 
were always viewed as necessary for the 
development of the kibbutz In a speech ad 
dressed at the anniversary of one kibbutz, 
Ben Gurion was quoted as saving “The 
value of kibbutz is in its collectivism rather 
than Its struggle to achieve equality equality 
IS against human nature, men are not equal 
and therefore they haVe no equal rights” 
(cited in labenkin, 1985 51] 

Class inequality was bound to develop 
further with the industrialisation of thg 
kibbutz which began as early as 1930s The 
phenomenon of hiring outside labour in the 
kibbutz or members hiring themselves out 
was present during the British rule (Golomb 
1974 181 195] Writing on this, Criden and 
GIcbb said “In the t930s the rejection of 
hired labour was severely threatened the 
industrialisation of the kibbutz has resulted 
in a shortage of kibbutz labour "(Ciidcn 
and Cilcbb, 1974 13] With the further 
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devrioiHnent of the ‘kibbutam, and especial-, 
ly after the creation of the state of Israel, 
industrialisation and the hiring ot wage 
labourers both from within and from out 
side the kibbutz became indispensable to 
the existence of all kibbutzim Roscnfeld 
observed that “class differentiation in the 
kibbutz occurred as early as 1951" [in 
Rayman, 1981 83) By 1959, it was reported 
that 20 per cent of the total income of ail 
kibbut/im was drawn from industrial enter 
prises, which employed both Arab and 
lewish labourers In the same year the 
kibbutz industrial wage labourers made up 
7 per cent of the total industrial labour force 
in Israel ” 

Gender inequality in the kibbutz, as 
various writers admit, was always a serious 
problem without a solution Women con 
tinued to be relegated to household related 
functions, such as kitchen—dining room 
work, baby houses, children houses, etc, 
while men worked in lactones, agriculture, 
kibbutz administration and the army 
[Rayman, 1981 203| 

Also, racial exploitation was a structural 
feature ot ihe kibbutz. The exciusivist 
policy ol selecting the ‘kibbutz’ members did 
nut onlv af fee I the indigenous Palestinians 
Racism was also practised against the 
“Sephradic’ Jews (Jews who immigrated trom 
Arab countries) Kibbutz members, Spiro 
IMiintcd out despised Arab Ic'ws and often 
reft I red to them as shechorim i e, blacks, 
[Spiro, 1972 109) 

(4) /(ibbutz A Settler ( olomal Society 

1 he kibbuiz was establishid not is a 
means to tr.iastorm an existing social order 
but rathei as a means to create a new 
political order 1he kibbutz served as the 
embodiment of the Zionist ideology of con 
quering land and labour Co operation and 
socialism, in the Zionist lexieon were 
sviionymous with the colonisation of land, 
labour and the market m Palestine 
The importance of the kibbutz as a 
colonial vcntuie outstripped all ccunoinK. 
and scKial considerations labenkin summed 
up this point plainly when he staled “Oui 
minds and thoughts are constantiv devoted 
to the need lor see unis It was not chance 
which dictated the location ol our settle 
menis at the expense of economic viability, 
wc chose those sites with mostiv their 
>ecurity in mind” [Tabenkin, 1985 54) 

The creation of kibbutzim, regardless of 
w hether or not IhCy wcic properly equipped 
01 populated, was phenomenal during the 
thiities 

Ihe under equipment ot the c*\isting 
kibbutzim did not deter the World Zionist 
Oiganisation and its Palestinian branch 
from adopting the following resolution 

Ihe most important task ol the Icwish 
National bund [Keren K.isemei| in ihe 
immediate future is the eicaiion of land 
reserves in all pans ol the cnuiitiy in par 
ticular the ( ongress is of opinion ihat it is 
necessary lo create as soon as possible a land 
reserve of irrigable lands in accordance with 


a definite plan lor colonisation policy The 
colonisation ol Palestine is to be the basic 
policy of Ihe lewish Agency for all time lo 
do everything to assure development and 
e-xiension ol time lo do everything lo assure 
deselopmcni and extension of Jewish agri 
culture colonisation in accordance with the 
principles laid down by Ihe Congress lor co 
operation with the lewish Agency on as large 
a scale as possible ■" 

The colonial settler nature of the kibbutz 
was expressed in terms of its geo-political 
and strategic role as well as in terms of its 
military functions Most kibbutzim, 
especially aftei the 1930s were built on hills 
and on the borden of Palestine Both C hatm 
Wcisman and Ben Ciurion who represented 
the Jewish Agency, recommended the ‘slock 
ing’ of kibbutzim on the borders ol 
Palestine 

According to Ben Gurion “if there are 
two to four settlements on the frontier this 
will reinforce our rights on the upper Galilee 
[in Rayman 1981 33] 

The fact that the f uropean Jewish settle 
ment in general and the kibbutz in particular 
was a colonising and imperialist movement 
was not disputed b\ Zionist leaders Writing 
on the kibbutz as a colonising movement, 
labenkin said 

Wt wen ihi pioneers lo work on the sea 
None ol our members were born sailois or 
fishermen Yei iht very fact that we were a 
colonising movemeni made us realise that 
lews do not requiie only the land but the sea 
as well Wc have lo conquer Ihe sea with out 
fishing boats and oui nicrchani ships Only 
thus can the country be protected from the 
sea 

Moreover, under the title Our Imperialnm 
Tabenkin woie 

How docs the kibbutz imperialism manifesi 
iiselt ’ ll IS through out striving to always he 
ihe lust to lacklc inv hard oi dangerous job 
I he kibbuiz never neglects any pioneering 
prospects This is why our kibbutzim wire 
Ihe first to settle bv the sea, start the tishing 
industry lOin the [Biilish] police foac work 
in ihc Slone quairies or in Sdom (the lowest 
spot on eaiihl where the temperature is 
uiibeliesabls high and wheic salt and oilier 
minerals We were impel lahsts in that ours 
was the iniiiaiist to organise illegal immigia 
lion and to do e'vervihing in order to enhance 
the prospenis ot ihc eountrv and ol out 
collcclises ai ihc same time The powei ol 
OUI kibbulziin is noi measured by ihcir 
numbers but in iheir places on the 
map [Tabenkin 1985 6162) 

The kibbutzim played a ma|or role in lur 
nishing political leadership and military 
bases lor the Jewish state By carefully selec 
ting their mcmbeis, the kibbutzim accoid 
cd special priuriiie' i> the Jewish intelligent 
sta Irom the achkenazT (European) origin 
who were considered as the true represen 
taiises ol Zionist socialism’ The kibbutzim 
were rapidly turned into bases fiom which 
mod Zionist Icadciship was drawn I his 
trend became moit obsious atici the 
establishment ol the state ol Israel Members 


ol kibbutzim, as Rosen maintained “Have 
often held leadership positions in Israeli 
parties and have represented them in the 
government the Kcnessei and in Histadrut 
institutions” [Rosen et al, 1983 7| 

1 inally, Ihe kibbutzim lunclioned as 
military bases toi the seiiler community The 
militarisation ol the kibbutz was as old as 
the kibbutz iiscif logi thcr with the kibbutz, 
the phenomenon ol ‘Hashomer Ha-Tzair’ 
(young guards) emerged T he emergence of 
this phenomenon in the form of bands of 
armed settlers was lustilied as a need to ‘pro¬ 
tect' the settlements Irom their ‘hostile’ or 
‘barbaric’ surioundings 

Yei documents show that the Palestinian 
peasants were Iht ones who needed protec¬ 
tion from the aimed settlers played on their 
expropriated lands Reports on attacks made 
by armed sctticis who were sent to ‘protect’ 
land, the ownership on which was often 
unsettled, were very frequcni during British 
colonialism 

By late 1930s 'Ha Hashomer* movement 
which was entrenched throughout Palestine 
was transloimed into the official militant 
force ol the Zionist mosement, giving rise 
to the two underground semi secre militant 
organisations, ihc Haganah’ i” I the 
‘Palmach’ while the kibhuizim served as 
“bases and reserves” lor iheir operations 
[Rosen Cl al 1983 l| 

In the late 1930s and early 1940s, the 
‘Haganah' as Rayman slated, began to see 
Itself as Ihe military basis ot “the state on 
the way” [Rayman, 1981 38| It was involved 
in attacks not only against the indigenous 
population but extended its aggression also 
against Ihe Briiisli government which had 
encouraged ns use m the first place 

To sum up I uropean lewish co operatives 
including the kibbutzim were not unique or 
separate forms ol production Ihe land 
(Kcupied bv the Keren Kayemet was not 
withdrawn fiom Ihc market in the economic 
sense f xpropriaied from its previous 
cultivators, this land was transferred to an 
exclusive Jewish maikei where it could still 
be used as a souae ol prolit Whai had been 
withdrawn oi more pfopcriy, excluded from 
this market instead were the indigenous 
Palestinians themselves 

Production on these co eipcraiives, it has 
been shown, did not ditter iiom that on the 
privatesetilemenis Capital tc'chnol'igyand 
thetonsequcnl large scale indusirul produc 
tion was eharaeteristie of all L uropean 
Jewish agriculture 

I inallv except lot the degree and extent 
to whilh hired labour was used- and in the 
case of the kibbutzim the raceot nationality 
ot the labourers- all igiiciltural settlements 
exploited laboui power and u>ed it as a basis 
lor expanding the economy 

I he findings ol this paper sironglv rcluie 
Ihe Zionist claim that the Palcsiimaiis did 
not succeed’ as the 1 uropean lewish settlers 
did because ot ilicir ‘iiaditional’ and 
‘backward eiiliuic Ihe history ol agri 
cultural devdopment m Palestine has prov 
ed wiihoui any doubt that the threat to Ihe 
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indigenoub agriculturists was anything but 
‘natural’ or ‘traditional-cultural’** The real 
threat, instead was a direct result of the 
British and Zionist colonial powers control- 
llitg the Palestinian economy during this 
period 

At every stage in its development, 
colonial-capitalism emerged and expanded 
at the expense, and by the exploitation of 
the indigenous rural economy All com 
ponents of the rural structure, i e, land, 
natural resources and labour power were 
subjugated and made heavily dependent on 
the developing capitalist economy 
The relationship of exploitation between 
the two economies, the European (Jewish) 
capitalist and the indigenous Mestiman pre 
Capitalist, It was argued, was the prime 
mover in changing the Palestinian history 
While the dialectical rriationship of domina¬ 
tion and subordination can be attributed to 
all social formations experiencing capitalist 
development through a colonial power, the 
Palestinian experience remains historically 
specific 

In the colonies, the subordination of the 
colonised economy eventually leads to its full 
dependency on the colonial capitalist 
economy This is equally true in the case of 
settler colonial formations As the South 
Afncan and Rhodesian cases show, the 
native population in both economies were 
turned into reservoirs tor cheap labour ex¬ 
ploited by the capitalist economy [Wolpe, 
1980, Arrighi, 1973] 

The colonial settler expeiience in 
Palestine, this paper has shown, 
demonstrates rather different characteristics 
The economic subordiantion of the in¬ 
digenous Palestinian wot king Classes to the 
European Jewish capitalist economy form 
ed only one aspect of the developing 
economic structure The other aspect ot the 
developing structural reality was the exclu 
Sion of the indigenous working classes from 
the dominant capitalist economy Indi 
genous Palestinians, it has been shown, were 
placed under double subordination, the ad¬ 
vent of capitalism and the consequent ruina 
tion of their ‘natural’ economy, resulting in 
their expropriation trom their lands, and, 
through Zionist racist-nationalistic policies 
they were prevented from having access to 
their land even as wage labourers 
Contradictory as this relationship of 
exploitation/exclusion might appear, it was 
this precise relationship which chaiacicris 
ed the Zionist colonial movemeni in 
Palestine 
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32 C lied III ‘Simpson’s Report’, pp 43-44 The 
keien kayemcl policy of land purchase and 
lease was deemed objectionable by various 
/lonisl leaders In a deciplier bv one Zionist 
leader Harvey, dated Siptember 12, 1930 
a similai concern was voiced 

Aica cultivable proves to be foui million 
dunams less than was expected Condi 
lions on whiih Icwish National I und 
purcli.tses and leases land 
arc {blank I and mote land should not 
be allowed to pass to that I und until con 
diiiuiis ladically altered Jews possess 
large reserves of land not vet settled siif 
ficicnl to enable settlement to continue 
lor a number of sears Sc'e lO 371/F 
4 Mb 

33 See Abdel Wahab kayvali, a! kibbutz’ i^al 
mazan I ja mai ’vyah fi isroeel [ The kibbuu 
iir the ( nllective farms in Israel] (Palestine 
Research < enirc, Berrut 1966) pp 121 30 

34 Sec a letter by the high commissioner, 
chancellor to the eoloiiial otficei Shuck 
burg I tie no 700 30 in C O 733/182/2 

35 Calculated tiom kayyali, al kibluil,. in 
op ell, pp 121 30 

36 Onihe‘3khite Papei ol 1937 and the con 
sequent changes in some of the government 
policies, see k Stem The land Question of 
Palestine 1984 pp 59 71 

37 Sec, kalkas B, ‘A C hronicle of Ivenis in 
Abu Lughud, I fed) The Tran\farmalion oj 
Palestine, (Lvanston, 1971), pp237 70 See 
also my unpublished manuscript, ‘C olonia 
lism and National Liberation Movemenis 
The Palestinian Struggle, 1920-40’ 

38 In IO 371/20820/1 6749 

39 By 1959, 20 per cent of the total income in 
all the ‘kibbut/im came from industry, see 


KayyilL ‘al-kibbutx..: op dt, R 56. 

40 Dlffctemiating between the Jewish Kttlers 
who immigrated to Mestine out of religious 
and cultural convictions, that is those 'who 
had come to keep thdr ancient laws, the 
Torah’, and the 20th century Zionist settle 
ment, Ihbenkin noted. 

They (early settlen] studied law from scrolls 
and Inters, we rewrite ours on the land 
scape, on the hills and the valleys, releas 
ing the ancient land from its and dcsola 
tion Ihbenkin, The kibbutz A Non 
Utopian Commune (Ysd Ihbenkin, Israel 
1985) p 91 See also, Flapan, The Birth of 
Isnul Myths and Realities (Pantheon 
Books, New York, 1987) 

41 CO 733/182/2, file. No 700/30 

42 Fbr more on settlers’ aiucks on the Arab 
villagers of Zubeidat, see, FO 371/18957, 
E1311 Alsa ‘Periodical Appreciation 
Summary’ 13/35 in FO 371/18957/( II) 

43 The ‘Haganah* was not a secrci military 
force, nor the representative ol an anti 
imperialist settler community, as some 
authors claim (brnmanucl, 1972] In fact 
many members of the ‘Haganah’ have 
received their initial training as British aimy 
and police service men Moreover, various 
‘court cases' gathered from the British 
Archives strongly suggest that the govern 
ment was aware of many cases of arms 
smuggling conducted bv the ‘Haganah’ 
Equally important is the revelation made by 
vanous reports to the effect that the govern 
medi Itself was active in militarising the 
’Haganidi’ by placing arms in various settle 
rnents See a ClD report, dated, Decembci 
1934, in lO 37n 8973/E 1325 

During the Plaestinian revolution of 
1936 39, the ‘Haganah' played an impor 
tant role together with the British army and 
police in suppressing the anti imperialist in 
digenuus revolution Only in the latter pan 
of the I93(X and early 19^ when il began 
to see Itself as the foundation lor an c I 
fective defence lor a sovereign p<oplc 
and moved toward the institutionalisation 
ol a shadow nation siate’ that this toicc 
began to assume ccitam degrees of in 
dependence Irotti the Bntish colonial powei 
{Rayman 1981 37 38] 

During this period the'‘Haganah’began 
to direct Its attacks against both the itidi 
genous Palestinians and the British govern 
ment It defied Bntish policies stated in its 
‘White Paper’ of 1937 partly by bringing 
illegal immigrants to Palestine and paitly 
by ‘stocking illegal settlement jCriden and 
Cilebb, 1974 233, Tabenkin, 1985 62] 
Despite all this, however, it must be 
pointed out that during the late 1930s and 
early 1940s, the relationship between the 
British colonial government and the Zionist 
leadership in Palestine began to take a new 
course, and develop real conflicts the under 
standing of which requires further research 

44 I his digumeni was bluntly put by Harry 
Vileles general manager, C cniral Bank ol 
(. o opcraiive Insiituiions in Paic'sliiie when 
he wrole 

Ihe gieal apliliideol the Jewish mind lor 
eeoiiomic oiganisalion, backed by a 
dcnioeratie illv moulded racial spirit and 
oiganised financial support naturally 


and wuhoui political imeni ihicatens the 
agricultural existence of this section of 
a great race whose social tradition^ are 
an obsiiuctioii on Ihe road to econdmte 
independence which co-operaiion offen 
See, Harrv Viteies, ‘Community Farming 
III Palestine in Year Book of Agncultuit/ 
C o oiieruiion in Ihe British Empire 
(P S King and Son, London, 1936), 
P 134 
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ESSAR SHIPPING LIMITED 

Regd Off^ice 2nd floor, Preatige Court, 101 Kengal Hanumanthiah 
(Double) Road, Bangalore S60 027 

FORM IV A 

(See Rule 4A (I)) 

Pirrm ol General Notice to be given to the Members of the public before 
making an application to the ( entrai (lovemment under aub-acetton (4) of 
Section 23 of the Monopolies and Restrictive Trade Practices Act, 1969 

NOTICE 

It IS htreh) notified tor the information of the public that tSSAR SHIPPING 
1IMI ri D proposes to make an application to the ( entrai Government in 
the Department of ( ompan) Affairs New Delhi, under aub-section (4) of 
Section 23 of the Monopolies and Restrictive Trade Practices Act 1%9, for 
approval to the takeover ot the whole or part of SOUTH INDIA SHIPPING 
(ORPORAIION IIMITFD 

Rricl particulars of the pniposal art as follows I Name and address of 
the applicant FSSAR SHIPPING 1IMIT fcD Regd Office 2ndFla>or Prestige 
((lurt lUI Kengal Hanumanthiah (Double) Road Bangalore 360 027 
II Name and address of the unde rtaking the w hole or part of which is pro 
posed to be uken over and the manner of takeover i e by acquisamn of 
shares acquisition of control or management whether by the acquisition 
ol ownership of the underuking or under anv mortgage lease or licence 
or under any agreement South India Shipping ( orporation Ltd ( hennai 
House '' Fsplanadt, Madias 600 lOH By acquisition of shares III Manage 
ment structure of the applicant A public limited company managed by the 
Managing Dure tor under the supers ision and control of the Board of Direc 
lors IV Qapital Structure of a) Ihe applicant Issar Shipping ltd — 
Authonsed 9 93 OO.CMMI Iquitv Shares of Rs 10/ each — Rs 99 30 Crorrs 
30 000 11‘Xi Redeemable ( umulativc Preference Shares of Rs 100/ each — 
Rs 0 30 ( rores 10,00 000 l4% Redeemable ( umulativc Preference Shares 
ol Rs 100/ each — Rs 10 00 (rores Issued Subscribed & Paid up 
1 63 94 030 I quay Shares of Rs 10/ each — Rs i6 39 ( nircs 30 000 U% 
Preference Shares ot Rs KM)/ each - Rs 10 00 (nircs 10 00 000 14% 
Pretc rcnc c Shares of Rs KM)/ each — Rs 10 (M) ( rores h) T he undertaking 
proposed to be uken over South India Shipping (orporation Ltd — 
Authonsed 10 00 (KM) Equity Shares of Rs UK)/ each — Rs 10 00 ( rores 
Issued 3ubsi ribed & Paidup 6 00 000 I quay Shares of Rs 100/ each — 
Rs 6 00 ( rores V Line(s) of business ot the underuking which will or is 
likely to emerge as a result of the proposed take over The underuking 
(SIS( O) IS engaged in the business of Shipping 1 here will be no change 
in their line of business VI ( onsidetation tor the ukeover 30 Equity 
Shares of Rs 10/ eac h of Fssar Shipping I td and Rs 63/ in c ash for one Equity 
Share of Rs 100/ each of SIS(0 VII Scheme of finance indicating the 
sourcc(s) of finance for the proposed takeover By issue of shares and inter 
nal resources Any person interested in the matter may make a representa¬ 
tion to Secretary, Department ot ( ompany Affairs, (lovernment of India 
Shastri Bhavan Dr Raiendra Pnsad Road New Delhi within 14 days from 
the date of public ation of this Notice intimating his views on the proposal 
and indicating the nature of his interest therein 


By Order of the Board 

Bombay VL IYER 

Dated 23 7 1991 < ompany Secrcury 
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Land Reform under Military 

Agrarian Reform in Peru, l%9-78 


R Maria Saleth 

rhe iSiue of land r^orm postponed for decades in Peru was addressed bv a relatively progressive military leader¬ 
ship during 1969 78 thanks to political pressure from radical peasant movements and the economu irises in 
agriculture The reform has transferred 50 per cent oj the total farm area to about 33 per tent of the rural families 
organised mostly under various forms of co operatives to preserve agricultural productivity ahile effecting an 
unequal pattern of rural income distribution Consequently, the tenurial changes effected under the reform was 
only minimal although there occurred fundamental changes in tenancy and other agrarian relations \Mth the elimina¬ 
tion of all remaining vestiges of the feudal-like haciencid system Although the reform faded to solve the problems 
oj landlessness, it can he c onsidered a notable success in modernising the agrarian sec tor so as to c reate the necessary 
c onditions for autonomous industrial development like the creation of market oriented and tec hnologa ally respon¬ 
sive rural middle class, the transfer of agrarian capital into the industrial sec lot, and the coineision oj former 
oligarchies and haocndd ossners into industrial bourgeoisie b} cutting their links with land 


1 

Inlrodurtiun 

IHL land reform implementkd in Peru 
during 1%9 78 stands out as something dif 
fcrent, if not unique, compared to both the 
land reforms of other Latin American coun 
tries as well as the earlier reform efforts 
undertaken in Peru in the early 1960s While 
the radical land reforms of Mexico (1917), 
Bolivia (1950), and Cuba (1917) were the 
direct consequence of revolution, the land 
reforms of Veneruela (1960), Columbia 
(1961), and Brazil (1964) undertaken under 
the US sponsored Alliance for Progress’ 
programme were more land tolonisation 
than land redistnbution proper The Chilean 
reform (1964) that subsequently became 
radical under the elected Marxist president 
Allende (1970 73) was completelv reversed 
after his assassination in 1973 I ike other 
Latin American countries Peru also im 
plementrd two make believe reforms during 
I960 68 which aimed to pacify the peasants 
and depoliticise the issue of land reform 
But, the highly organised peasant 
movements in Peru that resorted, at times, 
to de facto land reform like the one in l%2 
kept alive the political pressure for a radical 
land reform Als(^ the radical land reform 
during 1%9 78 was most effectively im 
plemented by a relatively progressive military 
leadership with very little political distur 
bance Moreover, land reform formed an in 
tegral part of the military's comprehensive 
programme for the economic and political 
modernisation of Peru with a view to create 
the necessary conditions for autonomous in 
dustrial development supported by state 
capital Given the assigned role for land 
reforms within the military’s overall pro 
gramtne, land reforms were implemented 
with the major objective of modernising the 
traditional agrarian structure by creating a 
market oriented and technically responsive 
rural middle class capable of providing 
economic and political underpinning to indi 
genous industrialisation and moving land 
based agraiian capital to the industrial 


sector The main objective of this paper is 
to evaluate how tar the land reform im 
plemented under the military has succeeded 
in achieving its objectives within the context 
of earlier reform attempts and the 
magnitude of the agrarian probtem in Peru 
• 

11 

Agrarian Strurturr in Pif'Reform 
Peru: I%] 

Table I iqdicates the problem of land con 
centration and land use pattern in Peru 
before the iniiiajion of any significant land 
reform measures' As of 1961, Peru had a 
total of 09 million agricultural units with 
a total farm area of 18 6 million hectares 
(ha) Of the total farm area, 89 per cent was 
under private ownership, II per cent was 
under the communal tenure, i e, under some 
4000 Indian communities sustaining about 
one fourth of the Prruvian population The 
exircmelv polarised land distnbution m the 
privately owned sector is indicated bv the 
fact that the large farms representing just 0 2 
per cent of the total numbn of holdings ac 
counted for 68 per cent of the total farm area 
whereas the small farms representing 83 jxr 
cent of the total number of holdings ac 
counted for a mere 6 per cent of the total 
farm area The family and medium farms 
together representing 16 and 25 per cent of 
the total number of farms and total farm 
area respectively wen relatively unimpor 
tant About one thnd of the total area undei 
communal tcnuie was individually operated 
by community members and the remaining 
area was collectively used mainly for pasiur 
mg cattle Most of the larger holdings under 
the communal tenuie were almost under col 
lectivc use and the larger holdings in 
disiduallv operiied by community members 
were often hilly i> cts suitable only for giaz 
mg 3k ith increasing population pressure on 
a fixed amount o< communal land the I inds 
set aside foi common use in many com 
munitics started disappearing due to their 
distribution among members lor individual 
use As a result commonly used holoings 


did not exist in more than 66 per cent of the 
communities | Bourque and Palmer, 1975, 
p 204J 

The extreme polarisation in the distribu 
tion of land had a direct bearing on land 
utilisation pattern characterised by over 
utilisation of land in small farms and under 
utilisation of land m large farms Taste I m 
dicates clearly the strong inverse relationship 
between farm size and the proportion of 
farm atea under cultivation While small 
farms cultivated about 65 jyer cent of their 
farm atea, the large farms cultivated only 
6 per cent of their farm area Also, while 
small holders devoted 72 per cent of their 
cultivated atea to temporary andiood crops, 
owners of larger farms devoted only 47 per 
cent of their cultivated area to temporary 
crops Consequently, agricultural producti¬ 
vity stagnated due to declining land and 
labour productivity in small farms caused 
by soil erosion and exhaustion and lower 
land productivity in larger farms caused by 
under utilised land resources 

1 he agrarian structures evolved around a 
land tenure pattern dominated by laiifundio- 
mmifundio (large holding small holding) 
system displayed, however, marked 
qualitative variations across the three 
geographically and ecologically distinct 
areas of Peru, i e the costa, the Pacific 
coastal strip with and climate requiring ir¬ 
rigation the sierra the mountainous region 
covering the Andean highlands, and the 
seba consisting of the eastern slope of the 
Andean mountain and humid Amazonian 
marshy low lands adjoining C olumbia and 
Brazil The modern export oriented, and 
highly capital intensive coastal system has 
specialised in the production of sugar, 
cotton and nee 1 he siigar zone accounting 
fur the most fertile ard irrigated land of the 
coast was dominated by modem sugar plan- 
latinns and refineries worked by salaried 
workers and owncKi by landed corporations 
and loKign interests On the other hand, the 
cotton zone was dominated by transitional 
hacienday (estates) with wage labour system 
1 amily and medium farms and farms work- 
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«d by lhairaoppm me oominoii ia the ite 
maeud elio, to some extent, in the cottim 
loncL Tlie Indian communities and tradi¬ 
tional haciendas worked by service tenants^ 
which characterised the agrarian structure 
of the sierra were virtually absent in the 
ooaital system. Even though the highly pro- 
dnctive coast accounted for 40 per cent of 
the national agricultural output, 7S per cent 
of the total agricultural credit, and 90 per 
cent of the total area under irrigation in 
1968, the coastal system employed only 4 per 
cent of the total agriculture labour [ihuge, 
1973, p 128]. 

The traditional, subsistence-oriented, and 
labour-intensive sierra system produced 
mainly maize, potato, beans, fruits, and 
livestock. The sierra system presented the 
most complicated and iniquitous tenure pat¬ 
tern characterised by the domination of the 
feudal-like traditional haciendas owned 
mostly by absentee owners and worked by 
various kinds of service tenants. The 
ubiquitous presence of the land-starved 
Indian communities added yet another 
dimension to the iniquitous agrarian struc¬ 
ture of sierra. Unlike the coastal agriculture, 
the production system of sierra was based 
mote on the exploitation of labour than the 
utilisation of land thanks to the unlimited 
nppiy of cheap labour provided by the vast 
majority of landless and buid-short peasants 
including the community members. 
However, capital intensive transitional 
haciendas with a wage-labour system were 
found in the advanced enclaves around the 
urban centres of the sierra region like Caja 
Marca and Arequips as well as in the sugar 
and cattle zones of Huanuco department. 

The isidated seNa region representing the 
agricultural frontier of Peru has specialised 
in th( production of toffee; coca, fruits, and 
tonslTy products. Even though the seiva has 
vast land resource potential, less than 10 per 
cent of the land area in this region could be 
utiBsed in view of the ecological constraints 
and lack of dependable transport network 
to incorporate this region with the rest of 
Peru. Although the seiva followed the same 
pattern of land concentration, the magni¬ 
tude of inequality was relatively lesser here 
as compared to the other regions due to the 
presence of large number of medium and 
family farms fostered by the economic 
viability of family and medium farms in the 
production of fruits, coffee, and coca. 

The agrarian structure in Peru was not 
conducive to balanced development of 
agriculture Even though coasul agriculture 
was very productive, its external focus and 
meagre labour absorption prevented its ef¬ 
fective integration with the national 
eronomy. The coastal system also became 
more and more vulnerable to the fluctua¬ 
tions in tne international price of sugar. 
Broad-based industrial development was 
also stifled by b«h the demand and supply 
constraints created by the iniquitous and 
traditional agrarian structure. The most 
skewed distribution of rural income and the 
tn-polar social system engendered by the ex¬ 


treme concentration of land did not permit 
the emergence of a dynamic rural middle 
clau capable of providing both an expan¬ 
ding domestic market for industrial products 
as well as political underpinning to 
autonomous industrial development. The 
subsistence and unproductive nature of 
surra agriculture was not responsive enough 
to meet the food and other agricultural 
needs of the urban areas and the resulunt 
food shortage induced increasing food 
imports. Moreover, the rural problems of 
laiidlessness, unemployment, and poverty 
produced by the iniquitous agrarian struc¬ 
ture especially in the sierra got themselves 
maiufested in the urban centres due to disties 
migration representing almost 13 per cent of 
rural population [Barnclough, 1973, p 13]. 
In addition to economic problems, the 
Peruvian agrarian structure also created 
serious political problems challenging the 
status qua While labour strikes and 
demonstrations organised by left-leaning 
labour unions dominated the coastal 
agriculture, the sierra remained an epicen¬ 
tre of violent peasant uprisings and a fer¬ 
tile ground for leftist and guerrilla activities. 

Ifl 

Peasaot Movementa and Earlier 
Attempta 

Although land reiortr, measures were 
often met with stiff opposition from the rul¬ 
ing groups including the military, the inten¬ 
sity of rural unrest es^ially since the early 
l9S0s forced the government to pass some 
kind Of agrarian reform legislation. Given 
the prevalent political power structure, most 
of these efforts Were make-believe in nature 
aiming at confusing the peasants. The first 
such effort was the creation of the Commis 
sion for Agrarian Reform and Housing in 
I9S6 which submitted its report along with 
a draft agrarian reform law in I960.’ Even 
though the commission’s concern over pro¬ 
ductivity completely protected the coastal 
agriculture and its exemption and other 
loopholes left the surra virtually intact, the 
Congress dominated by landed interests 
totally rejected the draft reform programme 
and ratified instead a land colonisation pro¬ 
gramme. The Congress, however, approved 
the recommendations of the commission 
such as the earmarking of 3 per cent of 
national revenue for agrarian reform (i e, 
colomsation) and legalisation of peasant and 
labour unions. Alsa an initial administrative 
base was created with the establishment of 
National Institute of Agrarian Reform 
(NIAR) in 1939 and Agrarian Investigation 
and Promotion Service (AIPS) in 1960. 

The draft reform programme of the com 
mission did not, hosvever, fail to signal the 
landowners especially in sierra to initiate 
parcelisation and dccapit^isation of then 
estates. The resultant evictions of permanent 
workers, service tenani.s, and sharecroppers 
as well as the very deceptive nature of the 
1960 law flared up a new wave of organised 
land invasions in sierra in which both 


peasMts and members of the Indian com- 
mupities participated. For instance; in the 
La Convencion and Lares provinces of the 
Cuzco department, highly organised 
peasants led by Hugo Blanco, a syndicaiist- 
lurned-furrilla, had succdssfuUy invaded 
and controlled 80 haciendas uid impie- 
mented their own land redistribution.* 
These invasions were also followed by 
general strikes by peasants’ of all the othCT 
haciendas in the two regions. Besides, other 
areas in sierra also witnessed spontaneous 
land invasions in which mostly members of 
those Indian communities with age-old land 
disputes with the neighbouring haciendas 
participated. 

The elected president Manuel Prado could 
not pacify the peasants even after his 
presidenual decree to abolish the practice of 
unpaid services. This large-scale rural in¬ 
surgency was the major reason for the 
military coup that ousted president Prado 
in July 1%2 (Nehemkis, 1964, p 93). Hav¬ 
ing failed to quell the rebellious peasants and 
having sensed the possible escalation of land 
invasions in other areas of sierra, the military 
Itself was compelled to pass a special 
Agrarian Reform Law 14444 in March 1963 
applicable only to the La Convencion and 
Lares regions What the special law did 
basically was to legalise the peasa’its* de 
facto control ovei the invaded lands by 
stipulating them to pay compensation exten¬ 
ding over a period of 20 years The junta also 
undertook politically prudent and 
strategically located colonisation projects 
through NIAR to augment its strategy of 
bringing a renewed social equilibrium in the 
violcnce-torn zones. L-ven though the special 
law also provided fur expropriation, the land 
distribution through expropriation under 
this law was insigniflcant as only 260 out of 
the 16,000 landless peasants in the Izi Con- 
vcncion region who applied for land actually 
received land [Petras and LaPorte, 1970, 
p49l. 

Even though the special law did succeed 
in demobilising the peasant movements of 
the La Convencion and laies regions, it 
signifies the powerful role of the Peruvian 
peasant movements in moving the political 
balance towards a direct land redistribution 
albeit at a regional level. The lasv did in¬ 
stigate further land invasions in other parts 
of surra as the peasants were encourag^ by 
the government's approval of the de facto 
reform in La Convenaon and Lares. Thus, 
just before the 1964 election, there were 306 
land invasions in which nearly 3.00,060 
peasants and community members parti¬ 
cipated [Paige, 1973, p 163] 

The escalating land invasions and rural 
unres* forced the newly elected president 
Belaunde ferry to pass the Agrarian Reform 
Law 13307 m 1964 applicable to the whrde 
of Peru. The 1964 reform law provided for 
expropriation with compensation subject to 
a maximum exemption limit of ISO ha of 
irrigated land oi 1,300 ha of dry land or 
pasture land Since the law alloi^ maxi¬ 
mum permissible exemption for each 


.PE-86 


Economic and Political Vltekly July 27. 1991 



member of the landed corporations, h ef¬ 
fectively excluded all the coastal sugar and 
cotton estates as well as the modern and 
transitional estates of sierra from cxproprra- 
tion Moreover, the compensation specified 
was very close to the market value of the ex¬ 
propriated land Although the law attemp¬ 
ted to give legal titles to the plots operated 
by the service tenants, sharecroppers, and 
permanent workers, it had, in practice, the 
opposite effect of large-scale evictions and 
intimidations as the law that speafied 
penalty against the invading peasants did not 
specify any penalty against the evicting 
landlords 

In addition to the legal loopholes, there 
were also other built-m sabotage mecha- 
msms that inhibited the effective implemen 
tation of even the limited expropriation pro¬ 
visions of the law Since, the Agrarian 
Reform Council (ARC), the highest 
decision-making body regarding the finan¬ 
cing and implementation of the reform pro 
gramme, was dominated by landed interests, 
the Agrarian Reform Finanang Corporation 
(ARFC) was deliberately left to starve for 
^nds to carry out expropriation For one 
thing, the actual sanction of funds never 
•eached 3 per cent of the total national 
revenue as stipulated by the I960 law and 
for another only 68 per cent of the amount 
sanctioned was ever realised by ARFC 
during 1964-68 and a substantial portion of 
the amount realised was diverted to colonisa¬ 
tion projects [redder, 1971, pp 217 18) Fur 
ther, the tmancial aid for agrarian reform 
promised under the Alliance for Progress 
never materialised as US law forbids finan 
cing the expropriation of private properties 
As an inevitable outcome of the legal 
loopholes, and administrative and financial 
bottlenecks, the auomplishment oi the 1964 
law was only marginal 

Given that there were about I million 
landless and land-short families and assum 
ing 6 5 ha per family in the coast and sierra 
and 30 ha in the selva, an effective land 
leform required the expropriation of at least 
9 7 million ha But, only 18 per cent of the 
projected minimum area to execute an ef 
fective relorm was made expropnable by the 
1964 law and just 0 8 per cent of the land 
required for an effective reform was actual¬ 
ly expropiiated as of 1968 [Petras and 
LaPorte, 1970, p 2S7] bven though most of 
the reform finance was diverted to colonisa¬ 
tion projects in the selva, these projects fail 
ed to make much dent on the pr^lem of 
landlessness Due to the longer gestation 
period and heavy financial and infrastruc 
tural requirements of the colonisation pro 
jects, the number of families aettled during 
1964-68 were only 1200 per annum (Do/ier, 
1969, pp 88 and 113] By 1969, the law 
expropnated only 4 per cent of the total farm 
lands and benefited no more than I per cent 
of the rural families including those settled 
in colonised lands [World Bank, 1978, 
p 278] The impact of the 1964 law on land 
tenure was negligible as the land ownership 
pattern that obtained m 1969 was not very 
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different from that found in 1961 by ICAD 
(Eckstnn, 1983, pp 355-56] 

IV 

Agrarian, Reform under 
Military, 1969-78 

To cap the failure of president Belaunde 
Ibrry on the agrarian front, the Aiia del 
Tbtan^ scandal occurred in 1968 Seizing 
this opportunity, the military under general 
Juan Velasco Alvarado staged a coup on 
October 3, 1968 and ousted president 
Belaunde Tkrry This military coup is so 
unusual in the South Aroencan context 
because not only was it devoid of the usual 
post-coup political repressions but was also 
followed by a series of positive reform pro 
grammes The Agrarian Reform laiw 17716 
of June 1969 formed an integral part of the 
junta’s comprehensive reform programme 
for the economic and political modermsa 
non of Peru The main aim of the reform 
law was the elimination of the traditional 
system of excessively large and small 
holdings, concomitant promotion of com 
mercially viable and technologically respon¬ 
sive family and medium ^izcd farms with 
wage labour system, and group operation 
for large units where economies of scale 
would suffer from subdivision The law aim 
ed to create favourable conditions for 
autonomous industrial development by both 
helping to fransfer the capital still tied with 
land, promoting an expanding rural market 
for industrial products, and enhancing 
marketable surplus especially of food crops 

Like the earlier reform laws, the 1969 
agrarian reform law was also a law for the 
purchase and sale oi lands on a lung term 
basis But, unlike the earliei laws, the new 
law was not ony comprehensive and direct 
but also was packed with the much needed 
poliiical determination to implement it ef 
fectively The exemption limit specified by 
the 1969 law varied with regions and types 
of exploitation For irrigated land, the ex 
emption limit was 150 ha in the coast but 
only IS 55 ha in the sierra and in the case 
of dryland, the exemption limit was twice 
that allowed for irrigated land in both the 
regions However, basic exemption could be 
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demed if the land in question wu needed , 
to meet the claim of the peasanu and com- ' 
mumty members and aim when the land¬ 
owner did not comply with the labour laws. 

The effectiveness of exemption provisions 
was, howeven diluted by Article 181 of the 
law that allowed parcelisation on private 
initiative with the intention of both 
generating capital for industrialisation as 
well as to create commercialiy-onented 
family and medium farms to enhance 
marketable surplus and promote rural 
market However, due to mountmg opposi¬ 
tion from the evicted permanent workors of 
many parcelled haaendas especially in the 
sierra, the military later amended the 
parcelisation provision to require that each 
permanent worker of the estate should be 
assigned a family farm and then parcels of 
two to 15 family farms and one larger parcel 
within the legal minimum could be formed. 
The military also established penalty for the 
evicting landowners which was 50 per cent 
of the value of the expropnated land 
The amount of compensation and its 
mode of payment were also considerably ra¬ 
tionalised under the new taw The compen¬ 
sation for expropnated land was determined 
simply on the basis of the value declsied for 
tax purposes to catch the landowners in their 
own trap of undervaluation However, 
higher compensation was allowed lor the ex¬ 
propriation of properties below the legal 
minimum While immediate cash compen¬ 
sation was paid for cattle and installations, 
the expropriated lands were largely paid by 
agrarian bonds carrying 3 per cent interest 
and redeemable over a period of 20 to 30 
years Lven though the bonds were non- 
negotiable the law provided that if a land- 
ownei makes an investment in an approved 
industrial undertaking and supplies 50 per 
cent of that investment in cash, the 
Agricultural Development Bank would 
redeem his bonds on their face value to 
supply the remaining SO |^r cent of the in¬ 
vestment I his provision aimed to move both 
the cash payments tor cattle and installaiKXis 
as well as the amount paid in agrarian bonds 
to the industrial sector 
Inaddiiion to Relorm law 17716 and its 
subsequent amendments, the junta also 
passed other supportive legislation haviiqi 
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ngnifkant implications. The most important 
amons them was Law 17752 which declared 
water as the national resource and created 
a body to plan for better utilisation of water 
(tapurces. With this law, the military not 
established a mechanism to deal with 
inter-iegional water sharing conflicts but 
also eiiminated the private control of streams 
and other water sources by hacienda owners. 
Law 19977 was promulgated to abolish 
sharecropping, leasing, and all other forms 
of indirect cultivation to eliminate ex¬ 
ploitative agricultural contracts and absentee 
ownership of agricultural land. Law 19973 
was pass^ to assure the non-expropriation 
of farms within the exemption limits and 
also to establish fiscal incentives to en¬ 
courage family and medium farmers who 
directly cultivate their farms with 
wage-labour. 

On the administrative side, the junta not 
only reorganised the NIAR and AlPS into 
the Directorate of Agrarian Reform (DRA) 
and Directorate of Agricultural Promotion 
and Cooperation (DAPC) but also placed 
military officials in every crucial executive 
position to see to the strict implementation 
of (he reform programme. The ARC that 
sabotaged the implementation of the 1964 
reform law was dissolved by the military im¬ 
mediately after the promulgation of the 
reform law. Regarding the financial aspect 
of the reform programme, while cash com¬ 
pensation for cattle and installations was 
paid through the Agncultural Development 
Bank, the ARFC was authorised to issue 
eight billion soles worth of agrarian bonds 
against its previous limit of six billion soles. 
The adjudication procedure based on a 
regional approach rather than the ‘estate-to- 
estate* approach of the 1964 law was con¬ 
siderably simplified to expedite retorm 
implementation. Under the new law, once 
a region was declared an agrarian reform 
zone, all farms above the legal minimum size 
automatically came under the purview of ex¬ 
propriation. To reduce the delay involved in 
legal battles, the military also established the 
Agrarian Tribunal to deal with any dispute 
concerning expropriation and compensation 

As a major departure from the past, the 
new law first affected coastal agriculture 
especially the sugar estates where the foreign 
influence was moie.^ The immediate and 
sudden affectation of the coast not only 
created a pro-reform political climate but 
also provided very little time for the coastal 
oligarchy to solidify its opposition. 
Although some of the most productive 
estates in the sierra region were also affected 
immediately, the junta concentrated most of 
its effort in the first two years in transfer 
ming coastal agriculture. Each of the im¬ 
mediately affected estates both in the coast 
and sierra was transformed into an 
Agricultural Production Cooperative (APC) 
Under the APC arrangement, all the land 
and capital assets therein should not be split 
but be collectively owned by the clerical 
staff, technicians, and permanent workers 
of the transformed estate. However, the 


workers were allowed to cultivate their own 
individual plots as existed before the reform. 
The profit of the cooperatives should be 
distributed among the members only after 
having paid the annuid instalments towards 
compensation. All the APCs were placed 
under the general direction of the Advisory 
and Control System for the Agricultural 
Production Cooperatives. The sugar 
refineries and other processing units which 
were not affected immediately were nationa¬ 
lised subsequently in view of their in¬ 
divisibility with the sugar plantations. The 
sugar-bas^ APCs were organised under a 
separate system known as the Sugar 
Cooperatives of Peru to better coordinate 
sugar production While the sugar zone was 
completely transformed into APCs, the 
coastal cotton and rice zones dominated by 
family and medium farms were not allected 
much by the 1969 law except tor the 
paicelisation of large transitional estates and 
limited cooperativisation attempts of a few 
large cotton estates. 

Despite the immediate expropriation of 
the modern cattle and sheep ranges in Junin 
and around the lake Titica, the mam focus 
of the law in the sierra region could be seen 
only after two years. This strategic delay pro¬ 
vided substantial time for the owners of large 
estates to quickly carry out parcelisation and 
decapitalisation. Since the parcelisation pro¬ 
vision was modified only 1^ the end of 1971, 
the landowners parcelled out their estates 
before 1971, escaped the modirted provision 
requiring the assignment of family farms to 
their permanent workers. One exception to 
this was the Canete valley where stiff opposi¬ 
tion from the permanent workers forced the 
military to annul all parcelisation carried out 
in this region after the promulgation of the 
1969 law. White the military transformed the 
most modern estates into APCs, the tradi 
tional and transitional estates were 
transformed into another cooperative form 
known as Agricultural Society of Social 
Interest (ASSl).* The ASSIs were oigams 
ed as follows. The former peimaneni 
workers or the service tenants of the 
transformed hacienda formed a service 
cooperative They could, however, retain the 
independent cultivation of their small plots 
as in the pre-reform period. Along with these 
workers who actually work the estate, each 
adjoining community entered as a single 
member into the ASSl. Thus, tht members 
ol ASSIs are not individual workers but an 
as.sociation of workers and the adjoining 
communities. It was specified that each com 
muniiy should be given S 82 per cent of the 
divisible income ol the ASSl and that 
amount should nut be distributed but only 
be utilised lor investment in community 
development projects fhe idea behind the 
incorporation ol the Indian communiiies 
into the ASSIs was to eliminate then age- 
old land disputes with the transformed 
estates 

In an effort to address the problem of 
uneconomic and fragmented landholding 
system within the Indian communities, the 


new law also tried to extend the cooperative 
concept to all the recognised Indian com¬ 
munities. The law provided for the transfor¬ 
mation of the communities into cooperatives 
managed by tiie elected members of the Ad¬ 
ministrative and Contort Board in each com¬ 
munity. The law established that only those 
members who obtain the major portion of 
their income dther from cultivation or from 
employment within the community could 
qualify for community membership. The 
aim of this provision was to enhance the 
land per capita to the members by elimina¬ 
ting those members obtaining the major part 
of their income from urban and industrial 
employment. Even though the communiiies 
were accustomed to the corutept of co¬ 
operation, the time and the manner in which 
the reform was implemented in the Indian 
communities produced more violence and 
conflict rather than co-operation among the 
members. Ihe traditional co-operative 
tendency in the Indian communities was 
seriously eroded due to Ihe ongoing penetra¬ 
tion of cpitalism as well as the absence of 
commonly used lands in most of the com¬ 
munities This was especially so in the crop 
producing regions of sierra where the Indian 
communities appeared vers much like a 
group of independent holders. Moreover, the 
qualification established by the law for com¬ 
munity membership was met with violent 
opposition from the most prosperous 
members of many communities Despite the 
superficial nature ol the reform with rcs|iect 
to Ihe Indian communities, a number ol 
Indian communities without commonly held 
lands were oiganised undei another foim of 
land tenure system known as 'peasant 
groups’ 

Even though the lelorm progiamme was 
a ‘lefoim from above’ implemented m an 
csscntiallv non-bargaming political climate, 
the implementation of the relorin was not, 
however, smooth I he military was subiected 
to political pressures both from the workers, 
peasants, and landowners The response of 
the military ranged fiom outright oppression 
to quick yielding to pressure fhe workers 
of the sugar estates who were initially caught 
by the revolutionary image of the reform 
programme resorted to strikes and demon 
strations when they realised that their share 
was affected by the annual instalment 
payments and their secondary lolc due to 
domination of technicians and clerical staff 
indecision making. Although the military’s 
initial response was the ban on strikes and 
dcmonsttations and arrest of violating 
woikers, the tenacity of the workers forced 
the mifitary to subsequently raise their 
wages. The military responded to the violent 
opposition from the evicted permanent 
workers ol the haciendas by modifying the 
original parcelisation provision aimed to 
benefit the landowners Yielding to political 
pressure from the landowners, the military 
established tjie Agrarian Tribunal and allow 
ed landowners to settle their expropriation 
and compensation disputes While the 
military passed a legislation to assure the 
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iwHi-oipropruuion oi rannt oaaw ine iC|W 
Riimmum empkjying waged labouren, h ^ 
passed legisliuion requiring such farms to 
distribute SO per cent of their divisible 
income among the workers. 

Violent land invasions also occurred in 
sierra carried out by landless rural groups 
such as temporary and casual agricultui^ 
workers of the estates. This was due to the 
nature of the new law that benefited only 
those who had some kind of access to the 
hacienda land either as service tenants or 
permanent workers or-sharecroppers but ex¬ 
cluded those who did not have that access. 
The most outstanding case among the 80 
land invasions reported after l%9 was the 
one that occurred in Andahuaylas where 
20,000 peasants invaded some SO,000 ha pro¬ 
mpting the military to kill 20 peasants in its 
effort to crush the rebellion (Monahan, 
1975]. These land invasions forced the 
military to devise new schemes to benefit the 
hitherto neglected rural landless groups. The 
result was the creation of the integral Rural 
Settlement Projects (PAIRs) and Integral 
Development Projects (PIDs) to incorporate 
the hitherto neglected groups into the reform 
process. These regional structures compris¬ 
ing the ASSIs and APCs of a given 
geographic region were aimed to transfer at 
least a part of the profit of the cooperatives 
to the temporary workers and other landless 
rural groups in an indirect way However, the 
military's attempt to create regional 
cooperatives were met with severe opposi¬ 
tion from the members of both the ASSIs 
and APCs. In addition to these efforts, the 
military also speeded up its land colonisa¬ 
tion programmes in the selva to settle the 
landless families not benefited .so far. 

The junta headed by Vela.sco Alvarado 
that carried out 91 per cent of the total land 
expropriated during 1962-80 was viewed as 
loo responsive to the pressures from below 
(Alberts, 1983, p 267). Fearing that the 
reform process would go beyond the 
originally planned limit, the physically in¬ 
disposed general Velasco Alvarado was 
ousted by a relatively conservative general 
Morales Bermudes in a coup in 1975. With 
the change in political leadership, the land 
reform programme lost its dynamism. The 
area adjudicated during the 1976-78 period 
was essentially from land expropriation 
initialed by the earlier regime or from land 
colonisation. 

V 

Evaluation of 1%9 Agrarian 
Reform 

While Peru had an estimated 7,00,000 
landless families by 1969, the new law en¬ 
visaged an initial target of adjudicating 11.4 
million ha of land and benefiting 2,42,088 
by 1975 [USAID, 1969, p 140). Thble 2 shows 
the progress of agrarian reform during 
l%9-78. Since the military concentrated its 
effort in the coast and the most modern 
segments of the sierra in the initial period, 
over 65 per cent of the families that 


oeneriua aunng 1969*73 were mote oi me 
permanent workers, technidant, clerical 
staff of the sugar estates in the coast and 
livestock enterprises in sierra. The 
benericiaries during 1969*73 also included 
some 26,188 families settled in 582,000 ha 
of colonised land in the selva. When the 
focus of reform shifted to sierra, there was 
an acceleration both in tire area adjudicated 
and families benefited partly through land 
expropriation and partly through parcelisa- 
tion. However, the sharp acceleration 
tendency after 1975 was mainly due to the 
inclusion of communities and groups of 
small holders who were simply organised 
under some form of superflcitd regional co¬ 
operatives. Since land expropriation was 
brought to a halt after 1975, the lands ad¬ 
judicated during 1976*78 were mainly from 
colonisation or land expropriation initiated 
during 1974-75. However, colonised lands 
represented only 10 per cent of the total land 
adjudicated during l%9-78 and the rest of 
the area was from land expropriation. 

Since more families were accommodated 
with reduced expropriation, the average area 


aoiuaicaiea per lamiiy oeciinea nom w»iia.< 
during 1969-70 to 22 ha during 1976*71^ J 
However, the extent of reform benefit varied . 
iturkedly between regions, mode of ad* i 
judication, and enterprises within each 
region and adjudication mode.. This is 
evident in Table 3 showing the institutioiMl 
breakdown of the reform sector a^f 19'^. 
The dominant trend iii adjudication was 
towards co-operative and other associative 
forms of ownership like peasant groups 
rather than individual owjiership. Of the 
total 7.4 million ha of land adjudicated 
under the reform, 37 per cent was accounted 
by the ASSIs, 29 per cent by the APCs. apd, 
21 per cent by the peasant groups. Even 
though ASSIs had a higher share in the ad¬ 
judicated land as compared to the APCs. the 
former had a lower share both in terms of 
total beneficiaries as well as total value (4 
adjudications as compared to the latter. This 
is due to the fact that while the lands assign¬ 
ed to the ASSIs are of poor quality suitable 
mostly for extensive cultivation, lands 
assigned under the APCs are highly 
capitalised and irrigated. For iiutance, the 


TaHIE 2: At.RARIAN RttUKM UNDER Mil HARV PERU 1969-78 
(Cumulative Figures) 


Year 

Area Adjudicated 

Families Benefited 

Average Area 
Pet Family 
(ha) 

Area 
(000' ha) 

Per Cent of 
Total Farm 
Area 

Number 

(000) 

Per Cent of 
Rural Families 

l%9-70 

1527 

5 

23 

1 

66 

1971 

2310 

7 

59 

3 

39 

1972 

3226 

10 

87 

s 

37 

1973 

3600 

II 

166 

9 

22 

1974 

4768 

14 

202 

II 

23 

1975 

5839 

18 

240 

13 

24 

1976-78 

7406 

23 

334 

19 

22 


.Sourr-w World Bank (197.3, lablc 19, p 48), United Nations (1976, p IIS], and Centro de 
Invesiigacioii V Capacitacion (1980, lables I and 2, pp 107 and 110]. 
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JUDiiAil<*N Peru 1978 


Mode ol Adjudication 

l.and Adjudicated 

Area Value 

(ha) (000' Sols) 

Number ol 
Families 
Benefited 

Area Per 
Family (ha) 

Value Per 
Family 
(000' Sols) 

ASSIs 

2773435 

1544062 

60990 

45 

25 


(.37) 

(14) 

(IK) 



APCs 

2I27I6(> 

8625010 

103699 

20 

83 


(29) 

(77) 

(31) 



Coast 






Agro-indusirv 

139175 

4085098 

29067 

5 

141 ! 


(2) 

(36) 

(9) 



Others 

634977 

3901667 

42432 

15 

92 i 


(9) 

(35) 

(13) 


1 

Sierra 

1211116 

5327S0 

28126 

43 

19 1 


(16) 

(M 

(K) 



Selva 

I4I898 

105495 

4075 

35 

! 


t2) 

(1) 

(1) 


j 

Peasants groups 

1586363 

604019 

4t922 

tn 

14 1 


(21) 

(5) 

(13) 



Indian conimuniucs 

728227 

172243 

109709 

7 

2 


(10) 

(2) 

(33) 



Individual 

190317 

199168 

1.5878 

12 

11 


(3) 

(2) 

(5) 



Total 

7405508 

11144.502 

334108 

22 

33 


Source Centro dc Invesiigacioii Y Capacitacion (1980, fables I and 2, pp 107 and llOj. 
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APCi accounted for 77 per cent of the total 
Walue of adjudications as against the poor 
Hiiaie of 14 per <^t by the ASSIs. Within 
Hhc APCs. those located on the coast ac- 
*Cdunted for 71 per cent of the total value as 
lig^st ony 6 per cent by the APCs located 
<b0n In the sierra and selva regions. 

> ilVhile both types of co-operatives in the 
^alemi together accounting for S3 per cent 
<pf the adjudicatd land had only 19 per cent 
lof the to^ value of adjudication and 26 per 
icent of the beneHciaries, the coastal co- 
'operatives with only 11 per cent of the total 
Ui^ adjudicated and 29 per cent' of the 
^beneficiaries accounted for 7S per cent of 
'the total adjudicated value. Obviously, the 
'peasant groups, communities and indi¬ 
viduals are only marginally benefited with 
Just 9 per cent of the total value of adjudica¬ 
tions under the reform. The most notable 
aspect in Ikbie 3 is that the Indian com¬ 
munities with just 10 per cent of the ad¬ 
judicated area and 2 per cent of the ad¬ 
judicated value accounted for one-third of 
the reform beneficiaries. The Indian com¬ 
munities who benefited from both land 
distribution as well as from their member¬ 
ship in ASSIs represented only 10 per cent 
Of the tout communities in Peru. Also, the 
individual adjudication covers not only the 
sharecroppers but also the members of the 
co-operatives received title for the small plots 
they cultivated in the pre-reform period. 

Overall, the reform has benefited roughly 
33 per cent of the rural families with SO per 
cent of the agricultural land. Most of the 
reform beneficiaries were essentially those 
who already had some kind of direct access 
to land in the pre-reform period. The reform 
did not benefit the holders of uneconomic 
and fragmented units known as parceianos 
and the landless labourers representing 
roughly 40 per cent of the rural families and 
the 50,000 sharecroppers who benefited from 
the reform represented just 5 per cent of the 
rural families [Rojas 1978|. The regional co¬ 
operatives attempted by the military to 
bmefit the hitherto neglected groups m the 
sierra actually turned out to be a political 
ploy to pacify the landless rural groups as 
very few co-operatives of the sierra had any 
sutetantial divisible income. Despite the 
poor show of the reform in terms of its in¬ 
ability to solve the problem of landlessness 
and its unequal impact across regions and 
rural social groups, the reform programme 
has definitely produced significant 
qualitative chani^es in the agrarian sector. 
Ihe impact of the 1969 agrarian reform can 
be evaluated on the following counts. 

CHANUEii IN Agrarian Strliciuri- 

Regarding the tenurial changes. Table 4 
clearly shows that only the large farms were 
reduc^ both in numbers as well as in area. 
On the other hand, the family and medium 
farms, though reduced in numbers, had 
more or less the same area as before This 
can be expected in view of the objective ot 
the law to promote family and medium 


farms both by exempting from expropriatidn 
those which already existed before the 
reform but also creating more of them 
through parcelisation. Notably, although the 
small holding declined in nt^mbers, it had 
the same share in the total farm area. While 
the average size of the small and family 
holdings remained the same, the average 
farm size in the medium and large category 
has declined substantially after the reform. 
The major impact of the reform on land 
tenure pattern has been the transfer of the 
area under the large farms into the reform 
sector dominated by group operation. The 
group operation was designed to resolve the 
conflicting objective of effecting land 
distribution while maintaining land 
concentration. 

The tenurial changes that occurred .seem 
to be more conceptual and institutional 
rather than structural in nature. This is 
because the co-operative systems were simply 
superimposed on the former hacienda 
system and the conversion of service tenants 
and sharecroppers into the owners of the 
small plots actually perpetuated the problem 
of uneconomic and fragmented holdings. 
The most important factor that produced a 
significant impact on the problem of land 
concentration has been the parcelisation of 
large estates with the attendant emergence 
of family and medium farms. However, no 
one can deny the fundamental changes 
engendered by the reform in the realm ot 
agrarian relations. The co-operativisalion, 
parcelisation, and the conversion of .service 
tenants into owners have all resulted in the 
complete liquidation of the hacienda social 
system along with the elimination of unpaid 
labour and other exploitative agraiian con¬ 
tracts as well as absentee ownership In the 
coastal system, the reform has effectively 


dtminated not only the land ownership by 
landed corporations and foreign interests but 
also the practice of sharecropping, leasing, 
and other forms of indirect cultivation. 
Despite the co-operativisation of the sugar 
zone, the private character of agriculture was 
fully maintained in the cotton and rice zones 
of the coastal area. Moreover, the impact of 
the reform on the communal tenure struc¬ 
ture was only superficial in nature as there 
was not any restructuring of community 
land. 

1'he post-reform agrarian structure in Beru 
was dominated by the agrarian co-operatives 
and the group of small, family, and medium 
farms owned and operated directly by the 
former service tenants, permanent workers, 
and the former hai.ienda owners with the 
wage-labour system. Although the wage- 
labour system replaced the earlier ex¬ 
ploitative system of unpaid labour, it is not 
going to solve the problems of agricultural 
workers as the agricultural wage is bound 
to be depressed by the higher farm labour 
supply potential represented by the landless 
rural groups as well as the land-.short com¬ 
munity members not benefited under the 
reform. 

Distributive Effects 

The income redistribution profile can be 
studied both in its vertical (within each pro¬ 
ductive sector) and hoiizontal (between pro¬ 
ductive sectors) dimensions. Despite the 
compensation payment that reduced the ver¬ 
tical income distribution potential of the 
reform, substantial vertical distribution of 
income did occur thanks to the tael that 
LOinpeasaiion was in most ca.se5 far less than 
the market value of the adjudicated lands. 
Moreover, in view ol perennial hyper- 
intlaiion witnessed in post reform Peru, the 


Tabu 4: CHANt.rs m Farm Si/i Disirihi iion and LanuTinuri Pi.ru, 1%9-79* 


Size Groups (ha) 

1969 

197T 

1979 

Average Size 

(Prc-Rctoriii 

(Mid Reform) 

(I’osi-Reform) 

(ha) 


Number 

Area 

Number Area 

Number Area 

l%9 

1976 


(1) 

(2) 

(T| 

(4) 

(5) 

(6) 

(7) 

(8) 

Private sector 

Uplo 5 

8.T t 

6 1 

. 66.0 

60 

59 0 

6 0 

1 5 

1 5 

6-99 

15 4 

10 6 

12 1 

100 

II 2 

10.0 

14.0 

14.0 

100 999 

1 1 

14 8 

0 8 

12.0 

0 7 

10.0 

286 0 

168 0 

Over 999 

02 

68 5 

0 1 

44 0 

0 1 

24 0 

6116 0 

.1621 0 

Reform sector 
Independent 


— 

4.0 

1.0 

5 0 

5.0 

_ 

16.0 

Groups 

— 


17.0 

22 0 

24 0 

45.0 

- 

110 


• Figures m cols I to 6 arc (wiceniagcs 

Sources- World Bank jl978. Table 2. p 3<)|, f.eniro dc Invesiigacion Y C'apacilaciun 11980, 
Tables 1 and 2. pp 107 and llOj, and Eckstein ll98.t, table 11 2, pp .IS.S-.sfij. 


Tabu ? 

i. SlRlJt lURI (H 

Posi Ri iriKM Ai.RliUllURAI f)lJ 

IPUl PiRli 

1981 

Rural Groups 

Urban 

Export Subsistence 

Percentages 

Total 

Labour l-orce 
(000') 

Small iarnrs 

34 

1 65 

30 

1024 

Medium farms 

54 

40 6 

43 

464 

Co-operaiives 

65 

29 6 

27 

434 

Total 

5.1 

27 20 

100 

1922 


Source Adopted fiom Webb |I989, Table I, p 40| 
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effect of oompenMtkM payment on the long- 
run vertical diitribution proflile will be 
negliidUo* However, the pattern of income 
diitribution varied consid^ly between dif¬ 
ferent groups within the reform sector (see 
Ikble 3). While members of co-operatives 
benefit^ more than others, within the co¬ 
operatives. It IS the members of the APCs 
who benefited more as compared to the 
members of the ASSls Again, within the 
APCs, the members of the 12 agro-mdustnal 
APCs located jn the coast benefit^ more 
as compared to those of other APCs The 
members of the communal holdings 
benefited only mdirectly through their 
membership of the ASSis most of which had 
very low divisible income. Overall, the land 
reform has benefited only the upper three 
quartile of the rural society but virtually 
neglected the lowest quartile consisting of 
landless labourers and Indian community 
members [Wfcbb, 1983, pp 103 lOS] That is, 
the reform has segment«l the rural sector 
by a deliberate strategy of unequal distribu 
tion of reform benefits so that the income 
effects of the reform is not diluted This is 
not surprising m view of the reform objec 
tive of creating a market oriented rural 
middle class 

Although compensation paymeni reduc 
ed the potential for vertical income distribu 
tion, nevertheless, it facilitated hori/omal 
income distribution The land based 
agrarian capital released by the rcfoi m of 
II I billion soles has already found its wav 
into the industrial sector due to the combin 
ed effect of a variety of factors The provi 
Sion of the law for the immediate redemp 
non of agraiian bonds due to inflation 
have provided an excellent condition for the 
quick transfer of the agrarian capital to the 
industrial sector From a short-run perspec¬ 
tive, the agricultural development program 
mes implemented m the wake of the reform 
brought substantial capital into the agn 
cultural sector especially m the form of 
agricultural credit and investment in irriga 
tion schemes For instance; the amount of 
agricultural loans has increased from 2 8 
billion soles in 1968 to 30 9 billion soles in 
1977 signifying almost 11 times increase 
[CISE, 1981, p 19] However, the allocation 
of funds within the agricultural sector still 
favours the dominant rural groups and 
regions For instance, even after the reform, 
the share of the small and family farms wav 
just 6 per cent of the total institutional credit 
(de Janvry and Saddoulat, 1989] Similarly 
the coast still monopolises the irrigation in 
vestment as this region accounted for almost 
all of the 6,00,000 ha of additional land 
brought under irrigation after 1969 |FAO, 
1987] 

El>ECTS ON PRODUCTION AND 
PRODUCriVIIV 

Even though intervening factors like 
climatic failures and the unavailability of 
consistent and comparable data pieclude any 
conclusive analysis m this respect, it is. 


nevertheless, possible to broadly mdicate the 
effect of the reform on agricultural produc¬ 
tion and productivity The average growth 
rate of cn^ farming, livestock, and forestry 
sub-sectors rose to 24 per cent during 
1970-73 as against 13 per cent during 
1963-69 [Umted Nations, 1975, p 329] Food 
production continued to improve even after 
1973 as the food production index (base - 
1979 81) has increased from 106 m 1975 to 
130 in 1986 [FAD, 1987] Even though the 
index of cotioii production declined con 
tinuously the index of sugar production 
(base = 1963 69) rose to 111 5 during 
1975 76 jThorp 1975, p 43] The outstan 
ding case of dramatic increase m production 
was rice which was imported till 1970, not 
only wav sell sufficiency achieved but also 
surplus lor export was produced This was 
achieved partly through a favourable price 
polic 7 and partly through a government 
policy of directing the co-operative members 
to devote their entire individual plots and the 
cotton farmers to allocate 40 per cent of 
their farm area to food crops 

Substantial gams in productivity of both 
food and commercial crops were also achtev 
ed in the post relorni period I he ovciall 
productivits ol cereals as a group has in 
creased from I 3S1 kg/ha during 1962 64 to 
2 674 kg h I during 1982 84 which was also 
the highcM 111 Soulh America [FAO 19871 
Moreover the average productivity of sugar 
tost trom 144 8 metric tons in 1963 to 171 4 
metric tons b> 1974 (United Nations, 1973 
p 319| Peruvian agriculture also saw a 
favourable shift in crop pattern as the area 
under maire and rice increased while that 
of potato and cotton declined However, tm 
provemem in the productivity of potato and 
cotton has mote than compensated the 
decline in area under these crops as their 
total output has either remained th'' same 
or improved I he productivity levels of 
cotton and potato have also been the nighest 
in South America (FAO, 19871 

More importantly, the structure of post 
reform agiicultural output has witnessed a 
remarkable change to favour the urban and 
domestic industrial needs rather than the ex 
poll sectoi lahic 3 gives the struduit of 
agiicultural output and employment as of 
1981 It IS obvious that 80 per cent of the 
total output IS marketed suggesting the 
favourable effect of the reform on 
marketable surplus Notably the urban 
•ector accounted lor 33 per cent of the 
agricultural output as agains* onlv 27 pet 
cent bv the export sector I he medium farms 
dominated not only in terms of their share 
in total output hut also in marketable 
surplus Similarly the co-operatives accoun 
ting loi 2/ pel cm of the total output 
marketed almo,t 94 per cent of their share 
On the other hand small farms with 30 per 
cent of the agricultuial output spent almost 
two thuds ol tscii share for subsistence 
I fowever in terms of farm employment, the 
• mall farms provided emplovmcnt to over 
60 per cent of the farm labour force Table 


3 clearly shows that the agricultural sector 
dominated by the highly productive meditm 
farms and co-operatives has focused more 
on the domestic market in the post-refOTjn 
period rather than the export sector as wu 
the case before the reform 

VI 

Conclusion 

The Peruvian agranan reform imple¬ 
mented by the military during 1969-78 can 
be considered a defimte success m teniiROf 
Its major objectives. Althoughituaiefotm- 
from-id)ovc conditioned often by fenes ftom 
bdow, the military never lacrifi^ the mqlor 
objectives although they were compromis¬ 
ed at times The agrarian sector hiu been 
reorganised and modernised without 
sacrificing productivity while effecting a 
moderate but unequal income distnbution 
pattern The agrarian modernisation under¬ 
taken by the reform also tailored the rural 
class structure conduave for autonomous in¬ 
dustrialisation Through a judicious policy 
of co-operattvisation, parcelisatton, and the 
conversion of sharecroppers into owners, the 
reform has promoted a rural micdle class 
capable of providing both an expanding 
rural mai ket for consumer goods and an in¬ 
creasing agricultural suiplus to the urban 
sector fhc reform has succeeded not only 
in moving agrarian capital into the industrial 
sector but also in converting the coastal 
oligarchies and the hacienda owners of the 
uerra into an industrial bourgeoisie by 
cutting their links with land More impor 
tantly, the agrarian reform implemented by 
the military represents the first ever suc¬ 
cessful attempt made in the history of Peru 
to systemaiically and structurally integrate 
the agricultural and industrial sectms 
Despite Its favourable effects, the reform has 
failed to solve the problem of landlessness 
in Peiu fhc reform programme that 
benefited only the relatively mobilised and 
prosperous rural groups with some kind of 
access to land in the pre reform period has 
elfectivelv excluded a majority of rural 
population consisting ol landless labourers, 
the owners of uneconomic and fragmented 
holdings and tht land short members of 
Indian communities Thus, it seems that the 
reform that has finalised the demarcation 
ol right over land has opened up the flood¬ 
gate of luial urban migration Given the 
dcmogiaphtr pressure and a relatively 
timiled IcscI of employment potential in the 
CO operatives ami medium farms as well as 
the slow growth of industnal employment, 
the (ii fm to wagt rate will tend to ^ depress 
ed by the excessive supply of farm labour 
contributing thereby to rural poverty and 
uncmplovment Even though Peru is cur 
renil> utilising only 3 per cent of its national 
leiritory lor agricultural purpose as against 
the arable land resource potential of 27 per 
cent of tht national territory, the problem 
of landlessness cannot be expected to be 
solved through land colonisation due to the 


Rennnmic and fAvlilirat VU-eklv Inlv 77 I9QI 


EE-91 



budtettry. logistic, and ecological limita- 
.Uons. Land colonisation policy can be only 
» supplement to a well<onceived policy of 
ifasci^ng rural employment throu^ pubiK 
* bnestment in irrigation and transport as well 
^lad^agncultural extension and credit poliaes 
Therefore, the durability of the agrarian 
' refbrm programme depends ultimately on 
ithe nature and magmtude of effects of the 
I reform programme on the general process 
'of economic development 


Nolea 

(The author is grateful for the useful comments 
and suggestions received from R Narayana and 
Ralke Dovrmg on an earlierr version of this 
P«ptt.l 

1 This is based on the sample survey data col 
lected by the Inter-American Committee for 
Agricultural Development (ICAD) during 
1961 lb this day, the ICAD data remains the 
most comprehensive and oft quoted source 
for any study on land tenure m Peru and 
other Latin Amencan Countries 

2 The service tenants in the context of Peru and 
other Latin American countries are essential 
ly peasants-cum-labourers These tenants 
known variously ta/eudaiorioi or iolono\ 
or vanaconos have to provide 160 days of 
work in the landlord’s estate along with ad 
ditional unpaid services if required to the 
landlord in return for the right to cultivate 
a small plot of land located eithei within or 
outside the esuite 

3 For an evaluation of this draft reform law, 
see Cohen [1964] 

4 For a detailed account of the peasant 
movements m Peru, see Blanco [1972] 

5 In the Peruvian context, peasant’s stnke 
means their refusal to pay the unpaid service 
to the hacienda owner 

6 An agreement between Belaunde's govern 
ment and International fttroleum Company 
(IPC) which IS highly pernicious to Peruvian 
national interest But it was later annulled 
when IPC was nationalised by the military 

I government 

7 The shares owned by foreign private interests 
‘ m some of the expropnated sugar enterprises 
1 were as follows Cartavio (99 99 per cent), 

Puamonga (99 85 per cent), Nepena (96 21 
' per cent), Casa Grande (73 51 per cent), 
Ibinan (60 81 per cent), and Lar^o (49 67 
per cent) See United Nations (1976, p 113] 

8 The major factor distinguishing an ASSI 
from an APC is the presence ol the Indian 
communities as members in the former For 
instance, 16 ASSts created in Puno were later 
changed into AIK.s as they did noi have any 
community members 

9 The average annual growth rate of the con 
sumer price index has been 33 S per cent dur 
ing 1970 81 [see World Bank, 1984, 
pp 144 45] 
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Economic Ironies in World Politics 

A Sequel to Political Ironies in World Economy 

Andre Ciunder Frank 

This essay shows how in the short run today world economic conditions limit the discretion of, and produce 
unintended consequences from, political polu y These economic conditions are largely beyond anyone’s control, 
but they have far-reaching ^fects on apparently autonomous political policies and social movements around the 
world Uncontrollable world economic constraints and exigencies ironically subvert well and not so well mten- 
tioned political action all around the world. Their combination results in unhappy consequences for the peoples 
of the world 

This thesis is illustrated here by examining the present transition from socialism to capitalism in the east, the 
underdevelopment of development in the south, the political economic cor\flicts among the western powers, and 
the tragic ironies in the Gulf War. Unfortunately, this kind of economic determinism/reductionism is not popular 
in any of these places, but, equally urfortunately, it is realistic for all of them 


FARI li K POI IIK M iKONItS IN lll> 
WOKl I) I ( t)N()M> 

RLCl NT history has bornt oin tht theses 
which were advanced in m> previous and 
complementary essay entitled 'Political 
Ironies in the World Iconomy’ [I rank 1984, 
I987| rheii, I maintained that in the long 
run since 1945 world economic conditions 
were shaping intei national and national 
imlitics and social movements In particular, 
I argued that the economic conflicts and op 
portunities generated by the world economic 
.risis since l%7 would prove to be more im 
portani in shaping international relations 
and domestic policy than the ideological and 
political cold war between the iJnited States 
and the Soviet Union Moreovei, • aigued 
Ihat many cast west conflicts were a sham 
and laigcly a cover tor the always real north 
south contradictions 1 atgued that none ol 
the 14 revolutions* in tht south since 1974 
was what it appeared to be or would tiiin 
out as was hoped or leared 
7 hese observations among otheis suggest the 
further irony Ihat much ot the cast west con 
Hict especially between Washington and 
Mowow, IS a smoke scieen cosci foi nniil 
stsuih conflicts I he world cxonomic and 
tc*chnological development that is now pass 
ing through a crisis ol regeneration, is 
perhaps, again ironically, likely further to 
dimmish if not elimmatc ihe importance of 
the east-west political division ol the world 
much more than the north south economic 
division, which it is likelv lu accentuate still 
further IPrank 1984 1987] 

I also suggested that this ineflicacy of 
‘voluntarist’ state poliey and politics, 
especially tor ‘national development' in a 
world economy, was the basis for the rise to 
greater importance ol alternative social 
movements in the west, south and also in the 
east Under the title The Furopean 
Challenge [Frank 1981, 1984], 1 also argued 
Ihat world economic conflicls made greater 
‘Pan-European Entente’ both politically 
possible and desirable, as a least worst potic 7 
in the meantime, all of these and related 
analyses and forecasts, which seemed unrea 
listic m the ideological climate of their time. 


have become hard icalitv 

In the I98(K, political economic polii les 
look unexpected ironical turns and have had 
or Will have unintended ironical consequences 
That IS, they are ironical if viewed through 
the orthexiox and even heterodox ideological 
prisms, which were then still dominant in the 
west, south and ease However, these 
‘ironical tin ns and consequences are only 
logical repercussions o' the changing world 
economic conditions Now the cold war is 
over, and Cicimany and Japan have won' 

The moskspectacular turn is the end of 
the cold wai and Ihe dramatic transforma 
tions in eastern Lurope and the Soviet 
Union Hindsight theorists have since then 
attributed these changes to all manner of ob 
jeetive and subicetive ‘causes’ Ihe world 
economic baikgiouiid ol these political 
changes has, however, received lai less at 
tention m tlicon than it deserves in fact The 
world economic crisis and particularly the 
seve*rc iecess>on Irom 1971 to 1975 prompted 
Ihe west into anti cyclical lending policies, 
which convertc'd much ol the south and east 
into ever more dependent debtors The 
renewed severe acession of 1979 to 1982 then 
sparked the debt ciisis, which erupted in 
Mand in 1981 and in Argentina and Mexico 
in 1982 The same recession also severely 
compromised the American and Soviet 
economies the latter rn particular through 
the decline in the world nnce for its exports 
of oil and gold 

Reaganomics or iico-conservatism (neo 
liberalism in Spanish terminology) and the 
long cyclical recovery in the west since 1981 
masked the continued development of the 
long economic c.isis, pai'icularty in the 
south and east, but also in the Uniti^ States 
Oross national product and per capita na 
tioiial income declined or stagnated in much 
of the now excessi civ debt burdened south 
and east By 1990 verage per capita income 
in Latin America had declined by 13 per cent 
back to Ihe level ot the mid-1970s In Africa, 
It tell back over 25 per cent to the pre 
independence levt Is of I960 The economies 
ol eastern I mope and ol the Soviet Union 
under the Bic/hnev regime also s>agnated or 


declined Alt of these completely missed th 
tram of international economic competitioi 
and were left to vegetate on a sultng, whik 
the world economic express train rushed b; 
on the mam track 

However, it the American economy wa 
still on track at all it was also running ou 
steam relative to its rivals m western Europ 
and east Asia Or at least, America was ni 
longer able'to generate its own steam a 
home The United States ceased being thi 
world’s largest creditor in 19SS and becam 
Its largest foreign debtor instead Ever mon 
foreign borrowing became necessary on ac 
count of the foreign trade deficit, which it 
turn was generated at least in part by tit 
growing domestic budget deficit This grow 
mg budget deficit, its cumulation, and thi 
resulting more than duplication of the na 
tional debt from less than I trillion to mon 
than 2 trillion dollars (after president Reagai 
had promised to eliminate the first tnllion' 
were m turn due primarily to the Reagan ad 
ministration’s vastly expanded military ex 
penditures Ideological get-government-off 
our-backs monetanst/supply side Reaga 
nomics turned out to practise militar 
Keynesianism with money borrowed fron 
the Europeans and Ihe Japanese' One pur 
pose was to keep the economy or at least it 
military sector afloat and to redistnbute in 
come from poor to rich at home, which sue 
ceeded on bot rowed money and time 

The other purpose was to make ‘Amenci 
Number One Again’’ abroad, and that iailei 
miserably True, this Reaganesque ‘Sta 
Wars’ policy and practice did indeet 
bankrupt the economically already weaken 
ed Soviet Union However, it also nearl; 
bankrupted the United States Its legacy ma; 
still dnve the American economy completeli 
into the ground in the new recession, whtcl 
stalled in 1990 

RicfcNT Economic iRRtitvANCF of 
POIlTICAt loioiocv 

Thus, the most important Internationa 
and national economic and political policie 
adopted and implemented around the worti 
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during the 1980s were often contrary to the 
‘dominant’ ideologies These in turn were 
largely irrelevant to the necessary political 
economic responses to world economic con¬ 
ditions beyond anyone’s control In my 
leview of the revolutions in eastern fcurope 
In 1989 (Frank 1990a] and in my answer to 
Francis Fukuyama (Frank 1990b], 1 sought 
to demonstrate that his ideological thesis 
that "in the long run ideology wins out over 
the material world’’ was belied by material 
reahty The latter proved the opposite in re 
cent yean—and threatens to do so again in 
the coming ones 

—In the 1970s, the same export/import led 
growth strategies were adopted 1^ com¬ 
munist party led governments in the east 
(Poland, Romania, Hungary) and military 
dictatonhips in the south (Argentina, Brazil, 
Chile) 

—In the 19B0s, the same debt service policies 
on the IMF model were adopted and imple 
mented by commumst party led governments 
in the east (Poland, Hungary, Romania, 
Yugoslavia) and by military dictatorships. 
Other authoritarian governments, and their 
successor democratu governments in ihe 
south (Argenuna, Brazil, Mexico, Phihppines) 
—There were variations on the theme of debt 
service, but it is difficult to correlate, let 
alone explain, them bv reference to the 
political colour or ideologies of regimes or 
governments 1 he most stellar pupil of the 
IMF was Nicolac Ceauscscu in Romania, 
who actually reduced the debt until the lights 
went out, first for his people and then for 
himself In Peru, on the other hand, the new 
ly elected president Alan (larcia defied the 
IMF and announced he would limit debt scr 
vice to no moie than lO per cent of export 
earnings Actually, they were less than that 
before he assumed office Then, thev losc 
to more than lO per cent under his presiden 
cy Real income fell by about half, and the 
novelist Vargas 1 losa sought to succeed to 
the presidency after moving from the poh 
tical centre left to the extreme right Bui 
what does that mean, if anything’ 

—Communist general laruselski in Poland 
and the populist Sandimsias in Nicaragua 
also implemented IMI style adjustment 
and ‘conditionality on their people Roth 
did so without the benefit of pressure from 
the IMF, since Poland was iioi a member 
and Nicaragua had no access to ii In 
Nicaragua, there was londicionalidad un 
fondo, that is conditionality without the 
fund and without any bottom or end lo the 
Sisyphus policy Hungary had the most 
reformed economy and the most libeial 
political policy still led by a communist party 
in the Warsaw Pact Yet Hungary paid off 
the early t98l)s principal of iis debt three 
times over—and meanwhile doubled the 
amount still owed' I hat is more than Poland 
or Brazil or Mexico winch on the avemge 
paid oft the amount ol debt owed only once 
or twice; while at the same lirnt increasing 
Its total only two times No matter, the 
Solidarnosc government that replaced 
general Jaruselski and the communist party 


in Poland now benefits from IMF member 
ship and imposes even more severe economic 
sacrifices on its population than its 
predecessors in Hungary’s first free election, 
all parties promised to follow the IMF 
prescriptions after the election 
—Moreover, the western IMF and its policies 
were the ‘secret weapon’ and 'de/acto ally’ 
of the opposition groups They are now in 
power or making their bid for h thanks 
primarily to economic and secondarily to the 
political crisis, which was engendered by the 
implementation of these austerity ‘adjust 
ment* policies with IMF support So now 
there is not only no economic but also no 
political alternative to further austerity 
policies, which are tied to IMF and other 
western advice and conditions 
—The political irony is that ‘really existing 
socialism’ failed not least because of the un 
suci^sful implementation of impori/export 
led growth models and IMF style austerity 
policies in the east Yet ‘really existing 
capitalism’.puisued the same models and 
policies in the south and also failed How 
ever, nobody in the west or east says so, and 
nobody in the south any longer has a plausi 
blc ‘socialist alternative’ to offer Why was 
there a ‘change ol system’ in (part oO the 
east in the face of failure, but none in the 
south III the face of the same failure' Jeanne 
Kirkpatrick was wrong when she said that 
‘totalitarian’ countries in the east do not 
change, while ‘authoritarian’ ones in the west 
do Actually, it is arguable whether in either 
case there was any ‘change ol system’ or an 
‘end ol history’ 

—The economic crisis has been expanding 
and deepening in eastern Furopt and the 
Soviet Union Ihe economic crisis and 
related economic factors contnbuted maten 
allv to the desire and ability of these social 
(and also ethnic/nationalist) movements to 
mobilise so many people at this tune for such 
far reaching political ends The decade of the 
1980s, indeed beginning in the mid t97Qs, is 
now called ‘the period of stagnation’ in the 
Soviet Union and generated accelerating 
economic crisis and absolute deterioration 
ot living standards in most of eastern 
Furupc (as also in Latin America, Africa 
and some other parts ol the world [1 rank 
1988] Significantly especially in eastern 
Lurope, this period also spelled an impor 
tant deterioration and retrocession in its 
relative competitive standing and standards 
ot living compared to we'lein I uiopc and, 
even to the newly industiialising countries 
(NIC s) in east Asia 

Moreover, the course and (mis)manage 
men! of the economic crisis generated shifts 
in positions of dominance qr privilege and 
dependency or exploitation among coun 
tiles sectois, and diiferent social, including 
gender and ethnic groups within the Soviet 
Union and eastern Lurope All of these 
economic changes and pressures generated 
or fuelled social discontent, demands, and 
mobilisation, which express themselves 
through enlivened scxial (and ethme/na 
tionalist) movements—with a variety ot 


similanties and differences among them. It 
IS well known that economically based 
resentment is fed by the loss of ‘accustomed’ 
absolute standards of living as a whole joi 
in particular items and by related relative 
shifts in economic welfare among popula¬ 
tion groups Most economic crises are 
polarising, further enriching, retativdy if not 
also absolutely, the better off, and furthei 
impovenshing toth relatively and absolutely 
those who were already worse off, mcludtni 
especially women 

Thus, the momentous economic and poli¬ 
tical changes of perestroika and glasnost in 
the Soviet Union and eastern Europe and 
therewith the end of the cold war did not 
simply emerge, like Pallas Athene out ol 
Zeus, from the head of Michael Gorbachev 
He said himself that they were ‘inevitable’ 
As (economic) necessity is the mother ol 
(pcditical) invention, had Gorbachev himself 
not existed, he would have had to be in 
vented His pragmatic praxis outpaces and 
overtuins ideological preconceptions, m 
eluding his own and those ol his opponenti 
at home and abroad The exigencies of the 
world economy generated all manner ol 
pragmatic praxis and political ironies in the 
1980s 

Ntw ECONOMIC iRONIiS IN ECSTFRN 
FUROPl AND THL SOVIF T UNION 

However now in the 1990s, even the most 
piagmatic political policy and practice arc 
subiect to limitations and to the subversion 
ol their intended consequences by world 
economic ironies 

Soviet perestroika and east I uropcan 
privatisation are destroying old forms of 
economu organisation beloa and much 
faster than they are replacing them with new 
ones In particular, the Soviet Union made 
the serious mistake of starling perestroika 
where it is most difficult in industry and 
trade instead of in agriculture There on the 
Chinese model (albeit less so) tlie beginning 
of privatisation could have increased food 
supplies to the cities and built up political 
capital lor Gorbachev Both the Soviet 
Union and especially eastern Europe began 
by markctising the industrial and commer 
cial state monopolies and permitting them 
largb measures of private monopoly powei 
instead The result is, of course, that they 
raise prices to consumers and intermediaries 
At the same time, the state ran the money 
printing presses faster and faster to cover it< 
growing deficits, including those generatec 
by higher purchase prices from and suppori 
subsidies to these enterprises The result hac 
to be a breakdown of the supply system and 
ru laway inflation Instead of serving the 
consumer—not to mention the worker— 
bettei, liberalisation ironically brought th( 
economy to grind to a screeching halt 

However, perhaps the biggest irony is that 
the ‘transition from socialism to capitalism' 
IS taking place just when another severe 
recession in the world economy is helping 
to pull eastei n Europe and the Soviet Union 
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MW taper iM dopiwrikm. Thenfan^ 
eddmtkNU of die levolutioiwof 1989 as 
Hbeiition in the east and victory m the west 
may be pmnatuie. Marketisation through 
peicstiDika and glasnost in the Soviet Union 
and privatisation and democracy in eastern 
Europe was supposed to offer their peoples 
some of the benefits (although also some of 
the costs and discipline) of the freedom of 
the market 3 ° democracy in the west East 
Europeans sought to become like west Euro¬ 
peans, and the Soviet people sought at least 
to join western civilisation The transition 
would be uhsettling, and better or worse 
domestic policy could smoothen or roughen 
the transition Many people hoped and some 
still*do that the more they rc)ect old 
ideological ways and replace them with 
Reaganomic and I hatchcrist ideology and 
practice, the belter the policy and the taster 
and smoother the transition 

The SHoai ItwM 

However, the short term economic iiony 
IS that the transition is acceleiating economic 
decline in the east Moicover, in world 
economic terms this transition m the cast is 
being promoted at the worst possible time 
the world economy is lalling into severe 
recession again in the west, which esacer 
bales the ditfieuliics of transition in the cast 
In 1990 already production declined an 
average of 20 |)cr cent and spelled severe 
depression and galloping inflation in the 
east 1 his inllation is measured in terms of 
the national currencies which become worth 
less Aecuidmgl) these economies are being 
'dollarised' ot ‘D markised Iherefore, the 
real market value ot then properties and 
goods IS suffering a classical and severe 
deflation in terms rd these world currencies 
(ironically the dollar is increasingly valued 
only in the socialist or ex socialist east and 
the underdeveloping south, while it is declin 
ing in value on the world market) 

Unemployment is ravaging the population 
in the ex-east, which has no unemployment 
insurance, because previously the old idco 
logv and full employment made it unnecc 
sary, and now the new ideology and bank 
ruptcy make it impossible In Cietmany, 
politically accelerated unification deepens 
the depression and aggravates unemploy 
ment ot already nearly two and a halt 
million in the east ironically also, unifica 
bon was accelerated to avoid mass migration 
out of the bankrupt east Yet unitication so 
accelerated the east's bankruptcy and 
unemployment as to promote even moic 
westwiard migration 

iromcally, one ot ihc short tcim victims 
of this political economic process aie the 
vary anl society social movements, which 
brought on the transtoimation of eastern 
Europe in the first place |i rank 1990] Pro 
gressive social movements and then 
organisabons wuh 'forum' names in several 
countries have everywhere been bypassed m 
the (ush to organise new political parties 
jhrough which to reorganise the state Sym 


boUcaUy, in Caechoslovakia two of the 
leaders of Ovic Forum in dvit sodety, 
VKlav Havel and Jtn Dienstbier, became 
president and foreign minister instead. The 
new leader of the now split Civic Fdrum is 
the economics minister Vsdav Klaus, who 
pushes ultra right wing free marketeer 
Thatcherist views and policies No doubt, 
this ideological reliance on the ‘fre^ marka 
will fail to address the real problems in the 
economy and will sharpen economic, soaa), 
and political polarisation That, in turn, 
will again generate new soaal movements 
However, then they will threaten to become 
fascistoid populist ones instead 
In the meantime, the plans for 1992 and 
now the new lecession have made the west 
preoccupied with us own economic pro 
bicms Now the Gulf War has aggravated 
these Western markets, capital, and atten 
turn are constrained by problems at home 
and in the Gulf, and they offer little more 
than moral support to the ex-east Therefore; 
western Luiopc is doing precious little to 
loicstall these dangerous political deveiop- 
mcnis III the east through economic aid The 
new L uropeai< Development Bank is itself 
underfunded and only makes loans at com 
mercial rates At the moment, the prospects 
lor a *E uropean Marshall Plan' are dim in¬ 
deed I he wesi has not even offered to write 
oil or significantly reduce the enormous ex¬ 
ternal debt pasmenis with which several 
(ountiies m eastern Europe are burdened 
(However the West (lerman state de facto 
assunud the US 20 billion dollar of GOR 
foreign debt and much internal and enter 
prist debt at the time of currency ictorm 
before unification ) Except for the ex GOR, 
the cionomics ol eastern Europe and the 
Soviet Union arc receiving scarce support or 
cvdi attention from the west At the same 
time, the previous cast European and Soviet 
regional economic atrangementsare break¬ 
ing down 


Hit Ml Dll M Tirm 

Therefore, the medium term economic 
irony is that domestic economic and political 
liberalisation and the breakdown or abolition 
ol ( OMLtON aic breaking up the only still 
available international economic foundation 
ot east east tiade Eastern and central 
Europe arc dependent in various wavs on 
fuel and other raw materials from the Soviet 
Union This dependence is physically based 
on the alreadv installed network ol oil and 
ga pipelines and railways (A lurthcrbilter 
irony is that Iraq had agreed to pay off its 
own large debts to several cast European 
countries by supplying them with oil -until 
the UN embargo and then the Golf 'VMir left 
eastern Europe high and dry and with tripled 
import prices for oil to boot) The depen¬ 
dence on the Sovic' Union is also economic, 
since these countries cannot import and pay 
lor fuel from elsewhere They cannot do so 
a> long as they are in turn dependent on 
manulacturmg e»ports to the Soviet Union 
and to each othei which thc'y cannot sell in 


the wen because they are imm competitive 
there. The east also has difficulty selling 
them ih the south, because the west and east 
Asia increasingly outcompete it there and 
must take away some of its market share to 
compensate for domestic and export markets 
lost to the new recession 

Therefore, conversion of east European 
and Soviet trade from transferable accoun¬ 
ting roubles to hard cash dollars con only 
exacerbate the problem of thar mutual 
economic dependence The medium-term 
economic result can only be that the short¬ 
term domestic economic depression and 
unemployment in each country is exacer¬ 
bated by the international decline of its 
export markets elsewhere in the region and 
the impossibility of replacing them by eiport 
markets in the west and south Dollarisation 
and regionalisation among republics within 
the Soviet Union and Yugoslavia and 
elsewhere extends the same problem inside 
these 'countries' Again, the new ideology 
and politics is also replacing the old inter 
national economic organisation before it can 
be replaced by another new one Therefore, 
another economic irony is that, after the 
cancellation of ns foragn debt, the next best 
thing eastern Europe could get fh>m the west 
would be a fund of convertible cu rencies 
to maintain its existing international trade 
network among each other and with the 
Soviet Union until it can be replaced by more 
multilateral east-west trade tn the long run 
However, the long run also poses further 
economii limitations and ironies 

The Long Term 

The long term economic irony is that 
many of the 'second world’ east Europeans 
who sought to join the ‘first world’ west will 
find themselves in the ‘third world' south 
instead Ihis irony is long term in three 
respects The first one is not really so ironical 
except in reference to present ideals it is that 
historically eastern Europe albeit culturally 
European, was nevei ecunomicallv developed 
like western Europe in the Itrst place 

I herefore, their people have little historical 
claim to become west European now Only 
part of the eastern part ot Germany, the 
Bohemian pari of Czechoslovakia, and in 
some sense part of Hungary, Slovenia and 
mavbc pan of C roatia in Yugoslavia in cen¬ 
tral Europe plus pcihaps the Soviet Baltic 
republics were historically similar to western 
Europe 

The second long term economic irony is 
that 40 years of the politics and ideology of 
'socialist development’, literally not to 
mention the ‘development ol socialism’, 
seems not 10 have changed ihe economic 
positions ol these icgions, neither relative 
to each other, nor relative to western Europe 
(Indeed there is some question of whether 
these 40 vears even changed then internal 
class structure much) If there was any 
change of position (01 of class structure) 

II was mostly the decline ot Bohemia, 
Hungary, Slovenia and perhaps the Baltics 
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Everything YOU EXPECT FROM 

THE FIRST EVER ISSUE BY A BUSH COMPANY*. 


Public Issue of 19,20,000 Equity Shsres of 
Rs.10 each at a promlum of Rs J per share 
aggregating to Rs.288 lidchs. 


FACTS ABOUT‘BUSH' 

■ A well known brand in Monochrome and Colour 
Televisions, VCR, VCP, Radio, Stereo Cjassette 
Recorder, Hi-Fi Syetem, Compact Disc System, In- 
Car entertainment products and Corrputer Monitors 

■ Products manutidured in technical assistance with 
NEC and AKAI of Japan 

■ Products lenownedfortheir high quality and reliability 

■ Extensive maiketingnetwoik of over 3500 dealeisSalTC 
and Service offices covenng every Indian State 

■ R & 0 facilities approved by the Department of 
Science and Technology, Government of India 

■ Bush Colour Televisions have been awarded the 
British standard approval for safety (BS 4t 51990) 

I ■ Group Tumoverforthe year ended 31/3/91 exceeds 
Rsl/Ocrores 


ISSUE OPENS ON 
12TH AUGUST, 1991 


I Sa Conpuy do« not (tcMf* mWimmi tubtcripUan ol BOK d tlM luiwd amount 
Ilia tnHiiiubaoWlsnwetoraluniM to lilt appllGaMawllhIn BO di^ from Ihadotiita 
at Ml Inua R ttiara h a May In lalund ol luon amount tar moia than 10 daya iha 
Company wW pay Inlaraat at tha rala of 1S% par annum lor tha dalayad paiiod 


CAUVERY ELECTRONICS LTD. 

*A member of the BUSH Group 

Regetered Oflioe Zenilh Building Race Course Road 
Mahalalishmi Bombtv400034 

LudllMiasamtotlwlMUd PNBCapRBiSetvicaBUd Bombay* Stale Bank 
ol Hyderabad Bombay 

Ce-UanaBaislotlwIatue ANZ Gnndlayt Bank, Bombay • TIte Hongkong & 
Shanghai Banking Corporation Ud Bombay e Indbank Merchant Banking 
SarvcasLld Bombay •OmanInternalionafBanksA.OG Bombay 


ISSUE HIGHUGHTS 

■ A well established, profit making, dividend paying 
Company from the BUSH GROUP 

■ Reputed manufacturer of a range of Monochrome 
and Colour Televisnn sets — all sold under the 
'BUSH'brand 

■ State of-the-artmanutadunng facility at Gandhinagar 
in Gujarat 

■ Operates a sophisticated STUDIO-BUSH FX at 
Bombay Equip^ with the most advanced Betacam 
editing facilities and computensed animation system 
Also incorporates Video to Rm conversion equipment 

■ Substantial export contracts in hand to hard currency 
areas 

■ Equity shares being issued at a premium of Rs 5 per 
share against a Book Value of Rs 28/ (Ex 1 1 bonus 
issue on 23rd ^nl 1991) 

■ listing at Bombay and Ahmadabad Stock Exchanges 


nSKB AS PERCBVEO BY 1ME MANAOEMtNT Tlw Compwiy lomHM «w 
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In any Industry ll pisa v a f I Mpacts a MgM future for oxportt as fndicaled by 
favourable govwnment pottdee 

Some criicalcotnponenttraqutfed by the Company are krported TheGovemmenfs 
Import Policy leiH Thus have a direct bearing on the working of the Company Hoatevor 
tho Corrpany has ttoadily reduoad ftt dapendance on impenad corrporianu ovar a 
p«lodo(Hrr» 


in vla«r of tho sizeabla export oiders on hand the Company doaa not anvtaaga any 
dWiculy In prooirmg cnttcal Importad components 

The Corrpany does nd abo anticipaia any problem m marketing Ns products m vtsw of 
Mi daborate marketing setup 
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ill central and *sociidiit’ Eun^ relative to 
the nse of parts of Spam, ludy, and Greece 
in Capitalist* southern Europe. (Industriali¬ 
sation. of course, modified the class struc¬ 
ture everywhere in Europe, but apparently 
not more and perhaps less in the east than 
in the west and south) Therefore, only the 
above menuon«l regions in central Europe 
now have a fighting chance to recuperate 
their historical positions in Europe, and that 
in competition with southern Europe Public 
opimon in southern Europe already shows 
Itself very aware of this threat, while in cen¬ 
tral and eastern Europe it still appears even 
unaware ol the problem 

The third long-term economic irony, 
therefore, is that the same present day 
political and ideological changes in eastern 
Europe through which its people aspire to 
join the lirst world in western Europe now 
threaten instead to place eastern Europe 
economically in the third world—again, for 
that IS where it was before Poland has 
already been 1 aim Americanised The 
earlier dependent agncullural (and only tem 
poraiily, oil) export economy par excellence 
ol Romania will be lucky and thankful if 
It can even recuperate that position, now in 
competition with Bulgaria, which developed 
agribusiness lor export during the ‘socialist' 
regime 

The same problem obtainsn/or/ron in the 
Soviet Union A lew parts ol Russia and the 
Ukraine were westernised by Peter the Great 
and industrialised by him, Witte, and Stalin 
But most ol the Soviet Union at best still 
IS a third world economy, tike Brazil, India 
and C Ijina which also have industrial 
capacities especially in military hardware 
I he Iraiiscaucasian and central 4sian 
regions, whethei ihej remain in the Soviet 
‘Union 01 not aa not even likely to be Latin 
Amciicariiscd, but rather economically more 
Alricanis-d or, god lorbid politically 
iebanonised I he same sad late may befall 
much of southein Yugoslavia, whether it 
remain one oi, more likely, bc-come several 

Many ol these regions now face the 
serious prospect, like Africa, ot bring 
marginalised out of the (admittedly 
exploitative) international division of laboui 
Their natural lesources have bevn squeezed 
dry like a lemon lor the benefit of industrial 
development larthe*' north, and now the 
regions and their peoples can be discarded 
That IS the political position, tor instance, 
represented by the Russian president Boris 
Yeltsin Ihe southern inhabitants* wrath at 
having so long been exploited in the past and 
demanding its cessation for the future is 
understandable So is the appeal to (or 
discovery of) ‘traditional’ ethnic and 
national identity and inter ethnic siiifc in 
response to aggravated economic depriva 
tion, such as 30 per cent unemployment in 
parts of Soviet central Asia However, 
political ‘independence* and intei ethnic 
strife in central Asia or central Africa now 
can afford them little economic benefit in 
Ihe future On the contrary, the erection ot 
politically motivated ethnic and other bar 


neri to economic interchanges and even 
exploitation, threatens to convert them 
separately and altogether (back) into 
backwaters of history. (However the ‘cen¬ 
trality of central Asia’ was a fact of history 
for millennia before the world’s present 
north-south arrangement took shape in the 
16th century (Frank 1991c] 

Bitter experience has shown that second 
world ‘socialist’ ‘national development’ in 
China, the Soviet Union and eastern Europe 
was unable to break out from or overcome 
the constraints of competition in the world 
economy The events of 1989 and 1990 
eliminated all their remaining ideological 
legitimacy and credibility However, while 
many observers limn their attention to the 
bankruptcy of the ‘socialist’ component of 
this ideology in Europe and Asia oi Africa, 
reality has undercut its ‘nationalist’ compo 
nent equally or even more so For, other 
national development strategies in Africa, 
Latin America, and Asia were essentially 
similar and often failed equally or even more 
so So we observed in our comparative review 
above of economic policy by communist pai 
ties, military dictatorships, and their sue 
ecssor acmocratic governments Thus, the 
long term economic irony is that the pro 
spccts tor 'anothci national development by 
any other political means, whether separate 
ly or togethci are not good On the contrary, 
these prospects are now quite bad for the 
underdeveloping third world regions of 
eastern luropc and the Soviet Union 
Howevei independently of their national 
ideology or state policy, they arc equally bad 
and in some cases even worst lor most still 
underdeveloping third world regions 
elsewhere 

EtRSISIlNI llONOMU IKONHSIN IHIRI) 
\kOKI U 

lioiiicalli economic underdevelopment 
persists 111 most ot the third world south in 
the lace ot almost all inannci ol ideological 
solutions and political efforts to overcome 
It I his stoiv IS noi new and requires little 
elaboration here However, there are some 
new ironic twists ol laic, which merit note 
in the present eonicsi In this regard, I may 
be permitlc'd to re|>cat my refleclions in my 
leeent and paitly autobiographical and auto 
critical essay ‘Ihe Underdevelopment of 
Dcvclopmcni |l rank 199lb| 

Real world system development has nescr 
fietn guided by or rvsponsive to any global 
and also not to much local ‘development* 
thinking or policy In tins world economy, 
sectois, regions and peoples temporarily and 
cvelically assume leading and hegemonic 
ecniral (core) positions of social and 
technological ‘development* fht^ then have 
to cede their pride of place to new ones who 
replace them I .ually this happens after a 
long interregnum of crisis in the system 
During this time ol crisis, there is intense 
compeiilion foi leadership and hegemony 
The central core has moved around the globe 
in a p-edominantly westeily direction At the 


sub-system levels of countries, regtons or 
$ec\prs, all ‘development’ has occurnd 
through and thanks to their (temporarily) 
more privileged position m the inter’na- 
tional’ division of labour and power. The 
recently prevalent notions of ‘national 
development’ are the result of a myopic op¬ 
tical illusion These notions and the illusion 
are derived from a self-interested selective 
tunnel vision perception it lacks an objec¬ 
tive global assessment of real world develop¬ 
ment 7 his development ideology was bas^ 
on and is now doomed by this self-illusory 
perception It is less and less sustainable m 
the face of hard reality instead as suggested 
above, we now need to replace this develop¬ 
ment theory, as well as micro-supply and 
macro-demand side economic theories, by 
another one We need a more rounded, 
dynamic and alt-encompassing supply and 
demand side economics to analyse, if not to 
guide, world economic and technological 
development 

The most widespread political ideology 
and ‘development theory‘ for the last decade 
or two has been that ‘national development’ 
IS best pursued through the ‘magic of the 
market’ by letting ‘free enterpiise‘ promote 
‘export led growth' The stellar n odels’ are 
South Korea and laiwan 7 hi sc two have 
indeed done well in the world market 
recently Uiiloitunately for the ideological 
model however, their success was not the 
result so much ol free cnterpri« as ol stale 
intervention Moreover, their state’s ability 
to do so was in turn based on three cailier 
political factors pre war Jcpaiicsc col 
onialism, post war American imposed land 
reform, and massive cold war subsidies 

Unlonunaielv lor tlie ideological peddlers 
of this political model and fur the many 
countries ot I atm Ainciica, Africa, and 
south east Asia who puisiicd essentially the 
same export-led growth strategy, outside the 
citv slates Hong Kong and Singapore, it 
failed miseiablv elsewhere Moreover, the 
possibilities ol continued success by Korea 
and 7aiwan aa now mcaasmgiv questioned, 
not to mention Ihe [xililical and social costs 
ot these dictatorships while they lasted ITic 
reasons of couise are the exlgellclc^ ol com¬ 
petition in the changing wen Id market, par 
ticulaily during the new world economic 
recession since 1990 

In this increasingly technological competi 
tion m and for the world mai ket it is not 
vet deal who has made the grade to survive 
fo put It differently, m this wcirld economic 
game of musical chairs it is not yet cleat 
who will still have a seat when the music 
stops the next time, as it well may in this new 
recession Perhaps Korea and laiwan have; 
but more than likely they have not, and their 
success in carving out a world market share 
will be tcmjsurary at best 

However, it is clear that outside Japan 
much of the remainder ol Asia, Africa and 
1-itm America, as well as most of eastern 
Europe and the Soviet Union have not made 
the grade Resource saving industrial 
^elopment and ihe development of a ser- 
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vice/infortMtion society deprives them of 
their ‘traditional’ world markets for raw 
materials and reduces their comparative 
advantage as low laboui cost producer 
etportets. At the same time, technological 
MPgrading to remain competitive in the 
hwld market has failed in most of this 
thiid’ and ‘second’ world, but of course also 
in many sectors and populations in the 
industrially developed ‘first’ world and par- 
‘ticuiarly in the United States 

Returning to my autocritical essay on 
development again 

—What IS a realistic prospect, therefore, is 
the growing threat to countries, regions and 
peoples to be marginalised I hai is, they may 
be involuntarily de linked from the world 
process of evolution oi development 
However, they are then de linked on terms, 
which are not of then own choosing The 
most obvious case in point is much of sub 
Saharan Africa Thcte is a decreasing world 
market in the international division of 
labour tor Africa’s natural and human 
resources Having been squeezed dry like a 
lemon in the course of world capitalist 
‘development’, much ol Africa may now be 
abandoned to its late However the same 
fate mcreasingly also threatens other regions 
and peoples elsc*wherc Moreover, they 
may be found everywhere In the south 
(e g. Bangladesh, the Brazilian north cast, 
central America, etc), in the cs mdustiial 
rustbelt, the south Btonx, and other regions 
and peoples in the west, and in whole 
interior regions and pc'opic's in the ‘socialist’ 
east, e g, on both sides ol the Sino Soviet 
border Ipvcnis in 1989 90 must acceleratt 
and aggravate the marginalisation ol 
millions of people in eastern I uiopc and 
the Soviet Union As noted above, many 
regions theie are more likely to be 1 atm 
Americanised, and some even Atncanised 
and Lebanonised, instead of achieving the 
west Europeanisation to whii h they aspire 
—People in all these and othei places may 
now be sacrificed on the altar ol growth pole 
‘developmenl’policy They fall victim toef 
ficient competitive participation in the 
international division of labour in the world 
capitalist market and to coniemporaty social 
ev^ulion However, ihc west may well 
receive much more migration by Ihe few who 
can, among the many who wish, to escape 
this marginal existence in central America 
and Africa North America and western, but 
soon maybe also eastern, Europe and lapan 
will be the magnets Many people prefer to 
Survive exploited by the division ol laboui 
in the north than to suftcr death by wai and 
starvation or maiginaliscd lite without hope 
in the south 

—In other words another economic irons is 
that a dual economy and society may now 
indeed be in the process of formation at this 
stage of socuil evolution in the world system 
However, this new dualism is diilercnt (torn 
the old dualism 1 rejected in my earlier 
writings (Frank l%7 and others] Ihc 
similarity between the two ‘dualisms’ is only 
apparent According to the old dualism, sec 


cors or regions were supposedly separate 
lliat IS, they supposedly ensted without past 
or present exploitation between them before 
‘modernisation’ would join them happily 
ever after Moreover, this separate dual 
existence was seen within countries I cor¬ 
rectly denied all these propositions In the 
new dualism, the separation comes aliei the 
contact and often after explpoitation I he 
lemon is discarded after squeezing it dry 
Thus, this new dualism is the result of the 
process of social and technological evolu 
lion, which otheis call ‘development’ 
Moreover, this new dualism is between those 
who do and those who cannot pariicipate 
in a worldwide division of labour lo some 
extern, the ms and ouis of this world divi 
sion of labour an in pari technologically 
determined Thus this new dualism may 
paitake of the old Iccliiiulogical dualism 


tCONOMK iRONItS IN nil ‘WlSt’ 

In the 19X4 forciuiiiier to the present 
aitiele on ironies, I wrote about the ‘Debt 
Bomb' 

Ihe dange'i ol aiiotlu'i eaish in nut world 
linaneial house ot eaids is a duniino like 
chain reaction spic, ding iliiough the world 
hanking system into Ihe woild economic 
sysicni [ItI would Iced eeonninie and 

polKical nalionalisni and encouiagc the 
resurgc'iice ot ecunoimc blocks such as we 
had during the l9H)s Adollai zone a inaik 
zone, a veil zone (frank 1984 I9k''l 
I had already mentioned Ih possibility ot 
such rcgiunalisalion oi bloc forinauon in the 
world economy in 1972 (reprinted in Frank 
1981, Chaptei 11, and I returned to this 
theme in graatci dciail (funk 1986 and 
1988) Then, buwevci, I saw this rcgioiialisa 
tion already cKcurrmg in the real economy, 
and I returned to the debt bomb and the 
possibility ol a crash as an aggravating 
lacioi 111 particular, I analysed what 
Busmes', Ww/t had already termed Ihe ‘debt 
economy'm the United Stales I cm|>hasI^ec 
the basic problem ol the non compttitiyc 
ness of Ihe American economy and thcrelore 
Ihe decline ot the dollai, the dcnvaiiye twin 
budget and trade dclictts, the crisis in the 
oil, real estate, and farm scclois, the nsuliiiig 
emeigmg crisis in the Savings and Ixian 
(S and I) ‘thrifts’ oi mortgage banks, and 
also the weakness ol the commcicial banks 
and the annually mcieasiiig number ot 
lailurcs among them, the shift liom equity 
to debt and junk bond fmam c and •'wollen 
interest obligations ol industiial and olhei 
corporations, which tlic^ would be unable 
to meet whin then earnings and cash How 
next decline and the dangeiou, exposure of 
all ol these to Ihe shock ot the next icccs 
Sion it would be the tilth and possibly Ihc 
most seserc in this world economic crisis, 
which started in 1967 Moreover, I argued 
that in this rcxcssion the traditional anti 
cyclical monetary and fiscal instruments 
would already have been exhausted I his is 
bcxausc they had already been misused just 
to maintain the preceding cyclical recovery. 


which itself had already exacerbated 
economic conflicts of interest between the 
United States, Europe, and Japan. Since 
then, all of these observations have become 
common place. 

Ihc next icsession is here' The rate of pro¬ 
fits declinevi again in 1989, continued lo 
decline in 1990, and the recession became 
cwident in 1990—some time before the Gull 
crisis and war A very small sampling ol 
recent newspaper headlines (and text) sets 
ihe lone ’US Profits Sign of a Slump (lor 
sexond year in a low)', ‘I 3 I’er ( cm lall 
I orexast tor US (J 4 per cent annual rate in 
the last quaiier ol 1990), Amid Signs of a 
US Kecessioii, Uankrupicics Mil a Kexurd’, 
‘US I inns’ Debt Service Burden (irows’, ‘US 
(torpoia'e and municipal) IX-bi Downgrades 
III! a Kcxoid m 1990’, 'iVilfolios ol US 
Banks Are Shakiest in IS Years', ‘20 Big 
Banks Head loi lailuic US Agenev Says 
Many Will Need Bailouts, US Deposit 
Insurance (of bank accounts) is ‘At a Ixiw’, 
‘1991 Bank failutes threaten US fund 
Most I aige Institutions Are on Vcige ol 
Insolvency, Coiigiess Study Says’, ‘Ihis Is 
u Rescue' fhcSamll Bailout Is I altci ing 
And the Mciti Keeps Running’, ‘No i nd in 
bight Politicians Hurl Blame as the US Sav 
mgs and loan Ciisis Rates nut ot Con 
trol’ but not oiilv at the S and 1 s, and not 
only in the USA 

The recession is already woildwide 
Canada and Australia art in severe rttession 
'UK Slump Worst I ban I xpiilcd I laiiec, 
Spain, lialv, Ihc Netherlands, xwedin even 
Switzerland (‘bank piotiis down s have 
reduced or negative growth rates Alixa is 
m depiession In I atm Anieiiea, (iN)’ 
declined 0 S pel ctnl and pel capita 2 4 pel 
eeiil 111 1990, on top ol a 10 per cent dexlme 
m the 1980s As ob-.eivcd above, now il is 
the liiin ol easiern Luropi wiili an overall 
20 pel tent dceliiie in PWO. and of the 'soviet 
Linton Now giowth rates aie down and debt 
up also III China and in India, which tin 
crisis largely bypassed in the 1980s 

Aie Japan and (icrmany txtc|>tions' C an 
and will they be the replacement UKonioiives 
for the woild economy during the early 
1990s' Cirowth tales have dcelmcd already 
in lapan, as well as in Korea and laiwaii 
The lapanesc speculative bubble has buist 
as well The stock maiket declined 40 per 
cent m 1990, real e">laie piiecs plummeted, 
and Japanese investoi« and speculators 
transferred funds inward from abroad to 
help them cover their losses at home I hat 
IS also why tor the first time since 1986 and 
now that the United States needs it most, in 
1990 the net Mow of Jajianesc capital was 
out from the United States to lapan fhe 
prospects for a severe recession in lapan and 
the 1 asl Asian NIC s are quite real Either 
way, the prospects lor economic eo 
operation instead ot competition by Japan 
m the world economy arc quite dim ‘0-7 
Aides Disagree on Policy’, ‘G-7, by Default, 
Gives Japan Cio-Ahead on Ixians to China’ 
If Japan primes the pump or steams up its 
locomotive at all, it is likely to do so in its 
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o«m rqtion in Alia— and Germany in 
Europe^ 

The Juiv 1990 Hmuton Summit of the G-7 
induatrial countriei confirmed the live-and- 
kt'live *Sinatni doctrine'; each one does it 
‘my way’, and the others nod approval, as 
16^ as they have no other choice. At that 
Mimmit, prime minister Kaifu of Japan 
anoounoed a large scale programme of loans 
10 China, and chancellor Kohl of Germany, 
a similar state, guaranteed loan of S billion 
DM to the Sovirt Union. President Bush 
idterated his ‘initiative for the Americas’ for 
a free trade zone from Alaska to Patagonia 
(and $ 7 billion remission of debts out of 
the over S 250hiiiion!), which he had already 
ImrriMi to announce a week earlier. In each 
case; the other two listened, acknowledged, 
mid did nothing either to participate or to 
stop it. Thus, they consecrated what the 
So^ spokesman Gennadi Gerasimov had 
in another context baptised as ‘the Sinatra 
doctrine’. 

Germany’s first priority was and is 
Runification. The economic and social costs 
me enormous, and they are borne mostly by 
the people and their government(s). So far 
private industry in the west of Germany has 
been very slow to invest in the east of 
Germany—and much less even in the east 
of Europe How long it will take Germany 
to get up the steam to put its locomotive in 
motion remains to be seen—in central and 
eastern Europe. Little of this locomotive 
power is likely to be visible in the world 
economy elsewhere. On the contrary, as an 
economy that has been very dependent on 
exports to the world market, Germany itself 
has already suffered from declining export 
markets due to the recession elsewhere in the 
world economy. 

Thus, the threat that world recession in 
the early 1990s will be even more severe than 
in the early 1980s is quite real. As I wrote 
in 1989 about ‘Blocking the Black Debt Hole 
in the 1990s'. 

The question is less one of a soft or hard 
landing than whether the world economy 
has already bottomed out, or whether the 
next recession will be still deeper once again. 
This is a serious danger,, because the next 
recession threatens to exacerbate all these im¬ 
balances and to accelerate their resolution 
by tucking the world economy into the black 
hole of debt (to use the expression of MIT 
economist Lnier Thurow), The accumula¬ 
tion of domestic and foreign debt in many 
parts of the world is likely to inhibit further 
domestic reflationary finance (call it 
Gramm-Rudman in the United States) to 
combat recession just when it is most needed 
it) the next recession. That would be among 
other things to forestall the bankruptcies of 
junk bond financed corporations and banks 
dependent on interbank loans. Both US and 
Japanese monetary policies would be 
damned if they do and damned if they do 
not... 

The continuing world economic crisis is 
exacerbating the accumulated regional and 
sectoral imbalances specially among the 


world’s major trading regions of Amwica, 
Europe, Japan, and their third world and 
socialist tradii^ partners. They will find it 
ever more difficult to manage the growing 
conflicts between financial drtt speculation 
and real economic productive investment, 
through the already conflicting monetary, 
fiscal, exchange rate, trade, security and 
other policies. Therefore, another (again 
more severe?) recession threatens also to 
spark another (also more acute?) crisis 
within the crisis. More of the same muddl¬ 
ing through is likely to become impossible. 
Any possibility of reimposition of the old 
American dominance (or an alternative 
Japane.se new dominance) in a multilateral 
world economic and financial system or its 
co-ordinated management by the G-7, G-S or 
G-3 is improbable in such a recession (a US 
bomb and Japanese yen based Pacific basin 
political economic consortium is possible 
but rather unlikely, and one including 
Europe even less likely.) The most likely 
possible alternative resolution will therefore 
be increasingly neo-mercantilist regionalisa- 
tion iif the world economy into American 
dollar, Japane.se yen and German led Euro¬ 
pean ECU/D mark zones and/or trading 
(and political?) blocs (Frank I990cl. 

Economic Ironies in the Gulf War 

That was still the situation on August 2, 
1990 when Iraq invaded Kuwait and all the 
more so on lanuary 17, 1991, when the 
United States with 23 other countries in tow 
started bombarding Iraq. Tons of ink have 
already been used to analyse and/or pro¬ 
pagandise this war and its buildup, and I 
have myself added my two cents’ worth 
I Frank 1990d and 1991a]. Here, we may con¬ 
fine our observations to the |ironical?) pro¬ 
bable economic background and possible 
economic consequences of this world 
geopolitical drama and human tragedy. 

Both invasions had economic back¬ 
grounds if not motives. Iraq’s were its huge 
debt and reconstruction needs after its war 
with Iran; Kuwait’s drain of their common 
oil field and other long standing disputes; 
the decline in oil prices due to the recession 
and increased production by Kuwait 
and Saudi Arabia, which were perhaps 
deliberately decided to weaken Iraq. Presi¬ 
dent Hussein pleaded Iraq’s oil interests to 
the Arab Summit in Baghdad in May 1990 
and again to the American ambassador in 
Baghdad in late July. To no avail, and he 
invaded Kuwait in August—after the 
American ambassador indicated that the 
United States had no interest to intervene 

In the wake ol an oncoming recession and 
cuts to the Pentagon budget, president Bush 
already invaded Panama eight months 
earlier. Now h« deliberately escalated the 
crisis sparked by president Hussein’s inva¬ 
sion into a full scale war. That was not 
unusual and should not have been surpris¬ 
ing. In the face of every recession since the 
second world war, every American president 
before him also had recourse to a military 


response and/or halation [Frank 1991 
ancF 1991a]. Former president Nixon sue 
marised in the Intemaiionai Hemld THbui 
on January 7, 1991; “When Senator Be 
Dole said we were in the Gulf for oil ai 
secretary of state James Baker said we we 
there for jobs, they were criticised fi 
justifying our actions on purely selfit 
grounds. We should not apologise for defe 
ding our vital economic interests!’ 

However, American economic interei 
and their defence extend far beyond oil 
the Gulf and jobs at home. These interes 
are worldwide, and the primary threats 
them are competition from Japan ar 
Germany, or from a Japanese led Asia ar 
a German led Europe—all the more so iM 
that the Soviet ‘threat* is virtual 
eliminated. As we observed, the cold war 
over—and Japan and Germany have woi 
The Reaganomics of the 1980s helpt 
eliminate the Soviet Union from the runnii 
but at the cost of mortgaging the Amerkt 
economy and even its government’s budg 
to the Japanese and the Europeans. Tt 
United States is now economically depei 
dent on continued capital inflows from i 
principal economic rivals, and the Japane 
already began to withdraw capita' from tl 
United States in 1990 in.stead. In respon 
to even deeper recession and/or great 
deliberation, they now threaten to pull tl 
financial rug out front under the Unite 
States and its dollar altogether. At the san 
time, trade and other economic disputi 
grew ever deeper at various points includir 
the GATT Uruguay rounds. Japan wi 
distinctly un-cooperative, and Europe refu 
ed to budge more than a few per cent on tl 
issue ol agricultural subsidies. At the san 
time, the road to ‘Europe 1992' was mat 
more difficult by the 1989-90 events i 
eastern Europe and by Britain’s intransigei 
loot dragging. 

Comes August 2, 1990. President But 
and his secretary of state Baker go on a spe 
tacularly successful diplomatic campaign i 
line up their recalcitrant allies and even the 
erstwhile enemies, like the Soviet Union ar 
Syria, behind American policy in tl 
Gulf— and by extension elsewhere. The mo 
enthusiastic support for president But 
came from the British prime ministi 
Thatcher. She was in Washington in ear 
August. There in addition to sharing hi 
ideology with president Bush as she had wii 
his predecessor Reagan, she now took ai 
vantage of an opportunity to support him- 
or even to egg him on?—to throw anothi 
monkey wrench into the process of Europet 
unification. 

However, president Bush required little ei 
couragement lo proceed, despite—< 
perhaps rather because ol—those_with tl 
least enthusiasm: Japan and Germany. Hr 
arc the rival economic powerhouses th 
hold the economic keys to Americi 
economic survival during this new recessio 
However, they have no seats or voice, I 
alone a veto, in the Security Council! At 
that is where the first battle of the Gulf W 



) wu to be tought—to align friend and foe 
1 behind Amencan military might, which u 
I tiw only one it still has left to support its 
I geopolitical power 

This IS where mutually supportive further 
taakues come m Since the second world war, 
ille United States has not been able to use 
its military might aguinu Japan and 
Germany, and it can no longer do inueh fui 
them either, now that the Soviet militarv 
threat is waning However, the United States 
Still can—indeed without Soviet cneum 
brance now all the more so -use us military 
might in and against eouniiics in the thud 
world 1 he other economic irony was spelled 
out by the American National Iniervu ' I he 
fact (Isj that the military power ot the United 
States was the only thing capable ot maun 
ting an effective riposte - when the economic 
power of a Japan oi a Oerinanv was vii 
tually irrelevant The london Sundax 
TUegraph (lanuary ?0 199I) comments 
editoriallv I his is not going to be a inulti 
polar world It there is to be a new world 
order, it will be based on US militarv power 
with Britain playing a key lolc Saddam s 
scalp will be its lust trophy 
In other words the cruel ironv is that prcsi 
dent Bush has taken good advantage ol a 
Mack golden opportunity to try to redress 
declining American hegemony against its 
principal economic rivals in Japan and 
Germany by playing the only—that is 
military—ace he still has up his sleeve Of 
course, at the cost ot Iraq and the third 
world, where this war is being 'played out 
Without exception all east west wars since 
1943 were fought on third world soil Now 
the west west competition is to be fought out 
in the south as well 

In June 1990, the former editor ol the 
American foreign policy establishment’s 
^omgn Affairs, James Chacc could still 
write in International Management 
Burope’s business magazine 
AUFWlEDERSfcHENUSA There will be 
a European challenge f urope has 
turned ^rvan Schreibei s thesis on its head 
Ibday it is the United States that is tearful 
of Europe’s economic strength and worried 
about Its own relative economic decline 
Approaching 1992 it there are severe 
economic dislocations or, let us not lorget 
a global recession there is no telling how the 
new Europe will react From this prospect 
arises the even more frightening spectre, to 
Americans at least ol a Fortress Europe 
dominated by great industrial groups that 
could freeze ali competitors out of its market 
if this should happen, the risks to the United 
Suies would be huge The likelihood that 
the Europeans will eventually form a pan 
European security system of their own will 
further reduce US power and influence 
Washington is almost desperately eager to 
remain m Europe “The United States should 
remain a European power in the broadest 
lense, politically, militarily and 
oconoaucallyr said US president Bush in a 
speech last month 

I Tkro months later, Saddam Hussein 
illeied president Bush an opportunity to 


meet the Buiopean diaUenie. President 
Bush successfully bluffed or finessed all of 
the Europeans, albeit less so the Japanese, 
to line up behind him—and to fall out 
among each other Thatcher lost the battle 
and her job, but so far she has won her war 
both in Iraq and in Europe' The war is 
exacerbating the political and economic con 
flicts of policy within Europe, on which she 
made hci stand against a more united 
western Europe 

With her help, the United States also has 
already achieved at least two major political 
coups in Europe beyond getting its support 
tor the war itsell One is to scuttle even the 
pretence at a more independent European 
policy towards the svest Asia and in favour 
ol a more reasonable settlement of the 
Palestine Israeli issue Israel’s all purpose 
minister Isaac Rabin, recently declared that 
Israel has no use tor Europe or the United 
Naiions lot the time being, the American 
Israeli line is unchallenged, except by the lot 
now weakened Arabs themselves 

I hi other coup is the transformation and 
diversion of NATO Far from constructing 
a sironaei post cold war European pillar in 
NAIO, let alone an alternative European 
security system, the Europeans have now 
acceded to an already earier American 
pressure, which they previously resisted To 
turn the NATO thrust >outh*castward to 
intervene in west Asia m particular, and in 
north south conflicts iii general American 
troops, bases material, and logistics, but 
also those ot several European countries’ 
NATO contingents base been diverted from 
the detence ol western Europe against the 
Soviet Union to the attack against Iraq in 
west Asia' They even took their Central 
European Air land Battle plans with them 
to Arabian desert Moreover, the Europeans 
arc paying not only their own but also many 
of the Amencan costs of this diversion 
Europeans are even paying for the fuel that 
Amcru an B 52 bombers use when they take 
oft trom and are refuelled by bases in 
Europe The use of Turkish bases to bomb 
Iraq also serves to engage NATO and 
through It the reluctant Germans, in this 
American led north south wai 

The Luiopcans are not only supporting 
president Bush’s war politically, militarily 
and financially, now even with modest con 
iributions irom Germany Beyond that, a 
week before this writing it was announced 
that the Europeans have finally also caved 
in on the issue ol agricultural price supports, 
their biggest protectlonist measure, which 
had scuttled the last mcx'ting ol GAFT Sym 
bolically its last deadline for reconsidcra 
non was the same January 15, 1991 set oy 
the United Nations tor Iraq to get out oi 
kuwait—and lor the United States to go to 
war' 

The decisions and fail aicompli to go 
to war were made at the highest national and 
international levels These governmental 
leaders not only failed to consult their 
populations and voters President Bush 
deliberately avoided putting the issue to 


Congiw untU long •fter the CongitHkiiud 
dccjions end hit uibiequent doubling of 
Ameneut Gulf troops in November 1990. 
In so doing, these government leaders 
ironically also pulled the nig out from under 
the social ino’«ments in civil society both 
in the United States and western Europe, 
after these movements had already brnn 
bypassed in eastern Europe The mobiltsa- 
tion of civil society around a myruid of toad, 
national and international issues of gender 
rdations, environmental issues, and ironical' 
ly since the shooting started the peace move* 
meni received a brutal blow Even the direc- 
101 of that old cold war think tank, the 
International Institute for Strategic Studies, 

(bserved in the International Herald Tribune 
(February II, 1991) “the current collapse of 
pacifist movements in western countnes, not 
the least Germany, is one of the notable 
features ot the war’ 

T he media confronted people in Europe 
with a choice between the Iraqi Saddam 
Hussein and the American George Bush 
With that choice, the man in the street and 
in front of his TV set chose the white 
Amencan More women, foitunateiy or 
wisely, refused that false choice and opted 
for peace instead Nonetheless, European 
civil society rapidly became shot through 
with rabid racism and chauvinism directed 
against anv and all Arabs and Turks—in 
total disregard of the fact that many govern 
men's ot Arabian countries and Turkey 
(which also has its eye on some Iraqi 
petroleum produang territory) arc loyal and 
active members of the allied coalition of the 
Americans and Europeans Thereby ihesi 
west Europeans may also be demonstrating 
a preference for replacing cheap non 
European labour from the south by ihc 
newly available source of European cheap 
labour from the east Certainly, the people 
in Europe, and of course in the United States 
as well, demonstrate that they are not en 
tirely duped by the myths their leaders and 
media propagate about any supposed ‘prin 
ciples* in this war Instead, these people in 
the north uc>»onstrate through their own 
belligerent action against coloured im 
migrants or workers from the south on the 
stieets at home that they fed and understand 
the war m the Gulf is between their north 
and the south At the same time, the people 
in the south fed and undentand the same 
thing That is why all around the equator 
not only Arabs and not only Muslims, but 
all kinds of other people in Asia, Africa, and 
Latin America demonstrate against the 
United States, which is making war against 
the third world, and in support of Saddam 
Hu<>kem who, however cynically, has been 
cast m the role of defender of the south 
The perhaps also ironic question remains 
whether in the long run this north-south war 
in the (lulf will recoup American hegemony 
or destroy it President Bush is well aware 
of this major question He devoted much of 
his January Wl state of the union message 
to the Gulf \^r and gave his ^wer directly 
to this question and perhaps indirectly to 



way ne weni w war afaiiui Iraq in tiie tirit 
place: Afflerica’i mponsibility to ‘defend 
ficedom’ i* greater than ever and therein its 
golden age lies not behind, but before it 
President Bush may not be deliberately bluf 
flng when he says so, but does he have the 
political economic cards in his hand to make 
his ivediction come true** Or may the 
utdffiate economic irony be that this gamble 
at prolonging the Amencan eentury through 
yet another war will cost the United States 
so much as to become its last Indian sum 
mer swan song** 

Only time will tell in the meantime, we 
may rephrase this question in more concrete 
military, political, and economic terms 
President Bush received military mtclligence 
from his military advisors and political 
alites, like president Mubarak ot Egyptian 
who said, that an air war of two days and 
at most two weeks would destroy enough 
Iraqi military capacities to render a ground 
offensive uncostly or even unnecessary A 
ground offensive, it any, would only begin 
after most or at least half of the Iraqi 
military capacity had been destroyed from 
the air After three weeks of the b> far most 
massive bombardment in history, the allies 
had to admit that they eliminated at best 20 
per cent of Iraqi military capacities, and very 
few in or near Kuwait 

The onginal deployment ol Amencan and 
other troops and equipment was ‘to defend 
Saudi Arabia’ from possible, albeit never 
threatened, attack by Iraq liowcvei, there 
was at least one other reason for the choice 
ot Saudi Arabia as the site tor the massive 
buildup During more than a decade after 
the debacle with Iran, the United States had 
built up Saudi Arabia as its client regional 
military pOwer in west Asia next to Israel 
The Umted States sold Saudi Arabia tens ot 
billions of dollars of arms (iii support of its 
own industry and balance of payments) and 
built up a whole network of naval and air 
bases, which Saudi Arabia pledged to make 
available to the United States for use in case 
of an emergency in the region Saddam 
Hussein’s invasion of Kuwait provided that 
emergency Then the United States shipped 
nearly half a million troops and their sup 
porting naval and air forces to Saudi Arabia, 
which IS the only place 'hat has the necessary 
ground faalities teady to receive them' 

Even so, the allies had over five months 
time to put their offensive capacities in place 
there. Ilieiefore, the deputy commander of 
the US militaiy transportation command 
observes that “we ought to keep in perspec 
tive that we have had the luxury of time—161 
days to land all that stuff without anybody 
finng a shot” Moreover, “47 per cent of it 
came from foreign ships, which might not 
be available in the next emergency" 1 hese 
facts, aigues the Washington Post, “make 
Operation Desert Storm an inadequate test 
of the US military’s usefulness in forging 
what president Bush called ‘a new world 
order’, according to military analysts’’ 
[International Hemld Thbune, February 11, 
1991], We need note only in passing how 


these analysts and publicists take it for 
granted that ‘the new world order’ is to be 
‘forged* by US military intervention in one 
‘emergency’ after another But at what 
political and economic cost, and can the 
United States afford them' 

The political motive for getting the war 
over quickly was the fear that the allies’ 
coalition could not hold up under the 
political strain of a lung war and mounting 
casualties Allied casualties appear to have 
been maintained relatively light in the air 
war However that did not test Iraqi army 
in a ground war, in which it has much greater 
advantages Moreover, the mounting civilian 
casualties in Iraq arc turning more and 
more Arab public opinion against ihe war 
and Ihe allies There have been massive 
popular demonstrations from Morocco to 
Bangladesh against the governments which 
support the war I hus the political cost of 
the war is mounting also I he same Israeli 
minister Rabin recommends that after the 
war the oil countries contribute their oil 
riches cspeciailv to Fgypt and Syria “to 
stabilise the mudcreic regimes in the inter 
national cudiiion so that they can maintain 
themselves in tht lacc of the zero sympathy 
ot their citi/cns |interview in // fler/s, 
February 10 1991] 

Iraqi missile attacis against Israel have 
increased ssmpathy for Israel in the 
west and bs not responding against Iraq 
(although yes against Ubanon') Israel has 
not yet brought other Arab governments to 
abandon the coaliiion If Israel still 
intervenes, and god forbid uses its nuclear 
aiscnal the political as well as human cost 
will still be high If II docs not, UracI intends 
to charge a high political price for its war 
time ‘restraint in aiiv post war west Asian 
political settlement fithet way therefore 
American protection of Israel and also its 
Muslim allies in the Gulf War will also come 
at a high political cost in the region and 
perhaps in Europe Whatevei political set 
tiement may oi mav not be possible after ihc 
war can the United Slates continue to bear 
this political, indeed also probably continued 
military (presenci) and economic cost and 
piicc'' 

Is the weakened and now recession ridden 
American economy in a position to ride out 
the Gulf Wai suittssfully > The political 
costs beyond the direct costs of waging war 
in west Asia mav also baonic an additional 
economic buiden to the United Slates The 
reasons arc the need lo pay subsidies to some 
poor allies, like Israel H-i k'y and Fgvpl, to 
the last of whom t 7 billmn of debts were 
already forgiven—and the threat ot losing 
Ihe de faito subsidies the United States has 
lieen receiving from the friendly rich govern 
rients ol 'laudi Arabia, Kuwait, and llic 
Arab Fmiratcs wl ich have long since sup 
poricd Ihc American dollai, balance of 
payments and (militaryl economy The first 
iwo alone have already made some S 2S 
billion ol direct new ‘contributions’ to the 
United Stales only to pay for the ‘new world 
Older’ merccnaiy services ot its military 


forces in this Wv in their Gulf The 
Americans may be able to shame these 
governments tn west Asia and others in the 
west to drop their contributions into the hat 
the United States passes around while the 
war lasts But after that‘> What if the 
military and political consequences of Ihe 
war destroy the riches and/or bring down 
these elitist governments in west Asia 
and replace them with more popular but 
less friendly ones"' What if America’s 
western allies again replace their wartime 
political competition by peaceful economic 
CO operation’’ 

At home in the United Stales, the Gulf 
War IS distracting attention from the deepen¬ 
ing lecession That may be another one of 
Its purposes, particularly in distracting 
public opinion from increasing bankruptcies 
and unemployment However on the policy 
making level this diversion of needed atten 
non from the recession may be a short 
sighted or even ostiich policy It can become 
costly in the middle run, il it lets the retes 
Sion gel all ihc more so out of hand More 
so because even without the distraction of 
the war, ihe US government and federal 
reserve have scarce anti cyclical economic 
policy instruincnts left lo combat ic ession 
Most measures to stem the recessionary tide 
at home like lowering Ihc rate of interest as 
the led did in carls 1991, only open the 
floodgates even more lo a lower dollar and 
reduce or icwerse the capital flows from 
abroad which Ihe American economy also 
needs to remain alloai 1 he ongoing debates 
about how a shorter oi longer war will af 
feci domesiic consumer confidence or spen 
ding and therefore the outlook lor recession 
or recovery are laigciv beside the point They 
are laigcly attempts to blame the recession 
on the war, while if there is any such causa 
tion. It IS the other wav around from Ihc 
recession to the war f he main recessionary 
forces are both prior to and independent of 
the war and as obsetved above they mav 
have given president Rush an additional 
impulse to go 10 wai 

Probably more important than Ihe con 
fidence ot consumers at home m the United 
States, IS the confidence ot internaiional 
capital and ol allied governments eisewhen 
in the west I he more important effects of 
the recession and war will play themselves 
out via the reactions ol private capital and 
the decisions b\ governments and central 
bank' <n I urope and lapan T he (icrman 
(central) Bundesbank and following il per 
force the Dutch and some others, already 
followed the (IS intercsi rate decline by rats 
mg their own i ites ol interest lo the dismay 
ot the more itcession iidden United States, 
Riitain and f r mcc 1 he fixed exchange rates 
within Ihe i uropcan Monetary System wete 
brought uider pressure the dollar im 
mediately plunged and capital was attracted 
to (icrmany As usual the intervention of 
the central banks lo shoic up ihc dollar was 
to no avail Ihc Bundesbank president 
defended his daision by saying that he was 
contributing to ‘stability’ in fighting against 



|tafluion in Oermaiv, which is Europ^s 
tflMt ipportant—hut also still most 
heaKhy->-ecoiiomy Let the devil take the 
Undmostl 

How long will the Japanese and the Euro- 
|MRIi other than the British with their 
ipe|dal relationship' but most depressed 
eoonoray, continue to lend a helping hand 
of pnvate and public funds to support the 
I Ancrican war in the Gulf and the Amencan 
eoonoiiv at home'’That IS the question For 
without fomgn active political and matenai 
economic support, the United States no 
I longer has the domestic economic base even 
to finance this war, let alone to build a new 
worid Older of its own design Wdter Russell 
MearFcorrectly observed in the International 
HeraU Jhbune [February 7, 1991] 

At a time of diminishing national resources 
and power, the United States has not lowered 
Its foreign policy honrons, u has universalis 
ed them The mirage ot universal alliance 
against instability, led but not paid lor by 
America is potentially the most dangerous 
idea in US foreign policy in the last genera 
tion It raises expectations that cannot bt 
met It tempts Americans to take on 
rasponsibiliues beyond their resources While 
they want the post C old ^^^r order to evolve 
in (New World Order) ways that defend 
Amencan pnmacy America's associates want 
It to dimmish 

There is the rub' The Soviet Union never had 
the economic clout to support its claim to 
bang a superpower Now q is being down 
graded into the position of an over armed 
third world/rate power The United Stales 
was long obsessed with its political and 
ideological security in (successfullv) 
defeating the Sovia Union in the cold war 
In so doing, the United States neglected to 
maintain its real economic base in compel i 
tion with Its real competitors in lapan and 
Europe So now the United States no lunger 
has sufficient economic clout to be a supci 
power either 

Yet with president Bush waving the 
American flag, the United States lushed in 
where angels tear to tread It rushed into wai 
m the Ciulf in a probably vain attempt to 
shore up its declining power on the world 
stage one last time by the only means it has 
left and knows how to use—us military 
power Fiowever, without an adequate 
economic base, military powci is insullicicni 
to keep a great superpower afloat On the 
contrary, the fooiish use of its military powci 
may instead sink that power It is not for 
nothing that Paul Kennedy became a best 
seller (apparently not in tbi Bush White 
House or the Pentagon) when he wrote that 
foolish military overextension beyond the 
economy's means to support it is the basis 
of The Rise and Fall of the Great Powers 
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Latin America: Poverty of Democracy and 

Democracy of Poverty 

James Petraa 
Morris Moiiey 

The divergent outcomes resulting from the crias in eastern Europe and Latin America are not the result of 
the demise of economic systems or the superiority of one system over the other but have more to do with tlu 
willingness and capacity qf the US to reshuffle political regimes while retaining strategic ties to the underlying 
authoritarian states and economic elite structure At the same time Latin America‘s coercive structures have also 
exhibited a capaaty to hold on to power during periods of transition thus guamnteemg the continuity of the 
social system against democratic social movements and mass popular upheavals. 


OVFR the past decade, liberal capitahsi ex 
perimcnts have plunged Latin America into 
Its deepest crisis this century—and one that 
shows no signs abating Deregulated 
economies (free markets, ‘open door’ invest 
ment policies, privatisation) have been 
synonymous with unprecedented social 
polarisation, downward mobility and plum 
meting living standards for millions of 
people, the spectacular growth of non 
wage/saiaried (‘casual’) labour (over 80 per 
cent of the region’s workforce), and multi 
billion dollar fortunes by ‘insiders’ working 
the international financial trade circuits and 
with access to the public treasury Ihe 1980s 
also witnessed massive pillage at the level ot 
the economy (by foreign and local investors 
and bankers) and the state (by elected politi 
Clans and non elected officials), leaving 
regimes bankrupt and providing the pretext 
tor new and harshei forms of class-biased 
austciity programmes 
Despite campaign promises and rhetoric, 
the electoral regimes who took power 
throughout the continent during this period 
not only tailed to solve the most elementary 
SOCK) economic needs of their populations 
but also to democratise their political 
systems or even provide the minimum securi 
IV for the maintenance of everyday life 
Instead of more democratic policy making 
processes, electoral systems have become 
more non represenrative, more divorced 
from popular needs Authoritananism is on 
the rise everywhere and repression has 
become a routine feature of avilian rule 
The political response to the collapse of 
liberal capiiahsm and the deterioration of 
party-electoral regimes has not been 
uniform Reflecting the volatility of the elec 
torate. conventional alternatives as well as 
new movements and personalities have sur¬ 
faced I^t political identities no longer have 
relevance in the wake of sharp political 
realignments, largely involving shifts by par 
ties and their leaders formerly identified as 
centre left, social democratics to the neo- 
liberal,' centre-right and beyond At the time, 
this ‘turncoat’ phenomenon is not tania 
mount to a broad rightist shift among the 
electorate Ihe presidential elections in 
Mexico (1988) and Brazil (1989) revealed 
massive popular support for the leftist 
candidates In Braail, lula and the Workers’ 


Party secured an historic 47 per cent 
(approximately 31 million) of the vote, in 
Mexico, Cuauhtemoc Cardenas actually won 
the election only to have it stolen through 
PRI fraud 1 his countertrend to the conti 
nent’s ‘right turn’ has expressed itself 
through both electoral and non electoral 
forms, and is capable of escalating into 
massive confrontations if coherent and 
organised political movements emerge 

Fxcept for a tiny group of overseav-tunded 
intellectuals, the demise of eastern Lurope’s 
collectivist regimes has created no positive 
groundswell in favour ot liberal capitalism 
The daily devastation wrought by the tree 
market has had a much more decisive im 
pact on political and economic outlooks 
than the pro western, pro capitalist rhetoric 
emanating from Moscow and other bloc 
capitals More than ever, the vast majority 
ot L atin Americans seek to create national 
economies that provide secure employment, 
a social safety net, an equitable income 
system, and cftieient, democratically 
controlled public enterprises The market has 
long since lost its mystique lor Ihe urban 
poor in Kingston I ima and C aiaeac the in 
dustrial working class in Sao Paulo Buenos 
Aires, and Santiago and ^or social move 
ments throughout the region 

The lailurc ol this latest cycle of elec 
toralist politics and its market driven 
economic programmes to improve the life 
existence of the I atm American masses was 
most poignantly and accurately capturcxl in 
the words ot a worker in the southern 
Brazilian state ol Paiana at the time of the 
national congressional elections in late 1990 
Arriving at the ballot booth, he handed back 
his voting card to the returning officer, 
staling “I hereby renounce this supposed 
right, which IS incapable of staving off my 
hunger”' 

FAIIIIRL or Li Ft TORAt RiOIMtS It) 
Democraiisl Pot nicAi SssitM 

The transiiioi from military to civilian 
electoral regime > was prematurely dubbed a 
‘redemocratisaiion' process Yet Ihe political 
shifts in Piru, Argentina, Brazil, Ciualemala, 
Uruguay, C hilr and elsewhere only affected 
a change in regimes, they were not accom 
panted by any diminution in the power. 


prerogatives, and status of the more ban 
state institutions such as the armed force 
and secret police, the intelligence agencies 
the judiciary, the civil service; and the coitn 
banks What immediately became apparen 
was that while the military had surrenderee 
formal power to the civilians, they still re 
tamed a substantial ‘veto’ power over thi 
‘redemocratisaiion’ process In Chile, fo 
instance, former dictator general Augustt 
Pinochet enacted an amnesty law 'orbiddini 
prosecution of military officials for humai 
rights abuses, stacked the supreme cour 
with pro military judges, and created at 
autonomous central hank, personally choos 
mg Its members, before handing over powr 
to the elected politicians Furthermore 
Pinochet retains hts position as head of thi 
army, and the Alwyn government lacks thi 
authority to remove him or any of the otho 
top military commanders from their posts 
Une ot the civilian legime’s first acts was tt 
‘dissolve’ Ihe secret police C Nl, only to havi 
Us peisonnel and files reincorporated inu 
the Pinochet commanded aimed forces 
I ikewise m Brazil Ihe generals retain i 
powerful presence within the political arent 
by dint ot their success in getting a elausi 
placed in the new constitution that define 
the armed forces as the defenders agains 
foreign and domestic threats” 

Perhaps the most striking illustration o 
democratic regimes as ‘hostages to militar; 
powei IS the iaincntablc ellorts on ihc par 
of the newly elected officials to brm| 
military ofticials to iiial lor crimes (killings 
torture, kidnappings etc) against ctviliai 
populations I earful of the armed forces 
likely reactions they prefer to formulate am 
lusiity policies on the basis of posslbl 
lespoiises by these non elected authori 
tanans I he Argentine governments of Rau 
Altoiisin (1981 1989) and Carlos Menen 
(1989 f) have piobabty gone furthest in thi: 
direction 

In Decembei 1986 Allonsin introducet 
a Punto F iiial’ law which sought to hmi 
prosecutions of military officers by allow 
mg only 60 days for new charges to be filed 
Aftei dissatisfied lower ranking army of 
licers 'taged a revolt in April 1987, an in 
timidated regime enacted a ‘Due Obedienct 
law which absolved all those under the rml 
of colonel from any crimes against civilian 
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Because they were only following what they 
betiewd to be lawful orders. This measure 
pardoned most of those directly responsible 
fpr the thousands of deaths resulting from 
so-called Dirty War of 1976-83. Since 
Cartoi Menem’s election, this process of ac- 
Mmmodation and capitulation to the armed 
forces has continued apace. In October 1989, 
he pardoned 280 officers and soldiers found 
guilty of human rights violations during the 
Dirty War. In March 1990, to combat daily 
strite by workers demanding higher wages 
and a halt to declining living standards, and 
increasingly routine supermarket sackings by 
impoverished slum dwellers, Menem granted 
an increasingly restless armed forces permis¬ 
sion to act promptly to subdue major civil 
protests, i e, police powers to repress 
democratic protests; that same month, he 
granted military officers wage increases of 
almost 100 per cent and put into effect a 
S 300 million increase in the milttary 
budget.^ As his approval rate plummeted 
from 80 per cent at the beginning of his 
presidency in mid-1989 to 17 per cent in 
March 1990, the frequency of secret meetings 
between Menem and the army high com¬ 
mand increased.' In early October, the 
steady retreat from prosecution and punish¬ 
ment of those responsible for the Dirty War 
atrocities continued when Menem announc¬ 
ed that he intended to pardon the remaining 
seven senior junta members, including 
former presidents Jorge Rafael Videla and 
Roberto Viola, condemned to life imprison¬ 
ment by the Argentine supreme court in 
1986—despite polls showing that more than 
70 per cent of the population oppose such 
a move.* 

The parameters of the new electoral 
politics are, in a profound sense, being 
shaped by non-elected forces largely derived 
from the previous authoritarian political 
systems. Forces which impinge on the most 
elementary is.sucs defining a would-be 
democracy, equal justice under the rule of 
law, are deemed extremist, bxcept lor the 
trial and conviction of the seven Argentine 
generals whom president Menem has now pro¬ 
mised to release, no civilian govcinincni has 
fulfilled Its human rights promises to the 
electorate; to bring the lull foice ol the law 
to bear on the military mass murderers of 
civilian non-combatants. On the contrary, 
the elected rulers have attempted to in¬ 
gratiate themselves with the generals and ad¬ 
mirals, offering promotions and perks, and 
partaking of frequent consultations, lunches, 
and ceremonial occasions. Symbolic gestures 
to the victims, such as investigations of the 
deaths and the uncovering ol mass graves 
are accompanied bv insi.steiice on ‘reconcilia¬ 
tion’—amnesty for the executioners and 
forgetfulness for the victims. Wor.se still, 
Chile's new government not only pays 
homage to the Pinochet military leadership 
but refuses to release approximately 300 
political prisoners jailed during the anii- 
dictatorial struggle.' In a word, the electoral 
regimes function with a dual legal system 
that punishes ordinary citizens and ex¬ 


onerates state ofTicials involved in the most 
heinous capital crimes. 

At the same time as elected regimes have 
elaborated policies within parameters laid 
down by the coercive apparatus of the ‘old’ 
state they have also engaged in major efforts 
to dismantle, displace, co-opt and even 
repress the autonomous social movements 
that offered the most formidable opposition 
to the military regimes. A continuation of 
autonomous popular movement activity is 
frequently described by government officials 
as a ‘danger to democracy’ or a destabilis¬ 
ing force, and .sometimes accompanied by 
efforts to amalgamate attempts to 
democratise policy-making with military 
conspiracies to overthrow the civilian 
regime—an approach described as the 
“theory of the double demons’*. Following 
the December 1989 presidential election in 
Chile, for example, the politics of movement 
disarticulation moved into high gear: local 
party functionaries pressured the leaders of 
the anti-Pinochet mass social movement not 
to engage in any a'ciivity outside of the state 
framework (acucrdo-marco) for fear of en¬ 
dangering the fledgling democracy and pro¬ 
voking the military to re-enter politics. As 
party machines seek to actively neutralise 
movement activity and narrow political op¬ 
tions, the scope of ttie political discourse, 
political action, and policy choices i.s con¬ 
siderably narrowed. The electoral regimes 
have become not the vehicle for redemo- 
cratisation bul essentially tramunission belts 
for transferring the political constraints from 
(he authoritarian state to the population at 
large. 

What the above reveals is that the only 
manner in which the Ijitin American 
political transitions of the 1980s can be 
described as a redemocratisation process is 
to Ignore the auihoiitarian parameters and 
institutional continuities (as well as the 
substantive socio-economic relercnis ol 
policy) and the spillover effects of generalis¬ 
ed fear throughout the political culture, and 
simply focus on the electoral procedures and 
short-term decisicm-making processes. 

The lailure ol the electoral regimes to 
democratise the state and make it responsible, 
to the interests of nationally-anchored 
groups IS directly related to another funda¬ 
mental feature of the transition—the in¬ 
ability of the civilian rulers to stem the grow¬ 
ing remilitarisation of political life. In Peru, 
the Garcia presidenc 7 (198.5-90) initially pro¬ 
mised to reverse the Belaunde ‘uiiloashing’ 
of the armed foiccs in the war against the 
Sendero 1 uminoso and to investigate 
military human lights abuses. Instead, alter 
limited efioris to assert some control over 
the miliiarv, Gaicia sanctioned an expanded 
role in the war against the rural insurgents— 
accompanied by a declining interest in con¬ 
trolling abuses perpetrated against the non- 
combatant population. In early 1989, the 
government accorded sweeping powers to the 
military by declaring states of emergency in 
36 provinces, including Lima, which plac¬ 
ed almost 40 per cent of the population 


under the authority of the willed foim. The 
civilian death toll imltins from. the 
Belauhde-Oarcia miliury ‘pacification’ pro¬ 
gramme exceeded I3,()00. In Brazil, the 
country’s First elected president in two 
decades, Jose Sarney (198S-90), spent rnoie 
time consulting the military chiefs about 
public policy than the elected parliamen¬ 
tarians. Ibday, local grassroots organisations 
are subject to constant reprmion by the 
armed forces, the police, and rightist 
paramilitary groups. In Argentina, 
presidents Alfonsin and Menon have allow¬ 
ed the military and intelligence agencies to 
reassume their traditional responsibility for 
‘public security’. In Chile, the Alwyn govern¬ 
ment has made no effort to curtail the 
autonomy of the armed forces or the police 
(carabineros). Not surprisingly, reports of 
possible military coups have resurfaced with 
greater frequency as civilian regimes turn to 
the coercive forces of the previous military 
dictatorships to cope with unresolved 
political and socio-economic crises. 

Of equal significance; the neo-liberal elec¬ 
toral regimes have employed the armed 
forces as a basic policy instrument in at¬ 
tempts to privatise economies and enforce 
class selective austerity payments to overseas 
bankers and local transnational capitalists. 
In Venezuela, president Carlos Andres Perez 
directed the armed forces to put down 
demonstrations m nine major cities in 
February 1989, occasioned by the signing of 
a $ 4.6 billion loan package with the IMF 
which obligated the government to enact a 
senes of austerity measures including the 
removal of food and other basic consumer 
subsidies. Approximately 300 strikers were 
killed and more than 2,0(X) injured. 

Without doubt, the most baleful outcome 
of the ‘redemocratisation’ process has been 
rite willingness ol the electoral regimes to 
legitimate the military and forgive and forget 
Its past crimes against society. Ignoring the 
international, as well as local, condemna¬ 
tions of the region’s generals who authoris¬ 
ed the killings, torture, and disappearance 
ot tens of thousands ol civilians, the new 
’democratic’ rulers undertook major eflorls 
to refurbish the image and role ol their 
inilitaiy forces. Most have publicly praised 
their national, patiioiic role, even as 
discoveries of then victims m mass graves 
are annotinecd on the same day. Ihe most 
icceni cwaniple ol tins bi/arrc juxtapo.sition 
ol olTieial praise amid the discovery ol 
graves oeciiircd in Chile in July 1990, and 
was compicliensivciy reported in both the 
pro-l'iiiochet daily /;/ Mercurio and the 
ceiiiie lelt foriiii MufMK'hu. 1 he policies and 
inaciives ol Ihe electoral regimes, much more 
tlian mc" piessure from the military, has 
once again created siratcgie imbalances bet¬ 
ween civilian and military power. 

Last, but by no means least, Ihe re¬ 
surgence of the armed forces as the major 
arbiter of politics has been further 
strengthened by agreements between 
Washington and l.atin American civilian 
presidents to expand the number of US 
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military bates in the hemisphere as part of 
the so-^led ami-drug war. During 1^8 and 
1989, the US Army’s Special Forces (Green 
Berets), specially trained Drug Enforcement 
Agents, and Pentagon military supply 
specialists were assigned to work with the 
armed forces and/or police in Bolivia, Peru, 
Guatemala, and Costa Rica. Following an 
April 1990 Bush administration decision to 
authorise a $ 3S million military assistance 
programme for Peru (up from $ 1.5 million 
in 1989) to expand the drug war and improve 
the military’s counter-insurgency skills in the 
struggle against the Sendero Luminoso, the 
Garcia government gave the go-ahead for a 
US military training ba.se to be established 
in the Upper Huallaga Valley-^the guer¬ 
rillas’ stronghold where more than SO per 
cent of the world’s supply of coca leaf is 
grown. ‘ 

The failure of electoral regimes to con¬ 
solidate democracy in Latin America is as 
much a structural as a policy problem 
insofar a.s it flows Irom a series of 
ideological, institutional, and socio¬ 
economic concessions, as well as political 
agreements, that weakened the authority of 
the democratic electoral and social move- 
maits while simultaneously legitimating and 
Institutionalising the most authoritarian 
forces in society. In this setting, the neo- 
liberal socio-economic policies pursued by 
the electoral regimes were both cause and 
consequences of the emerging economic 
crisis, and the subsequent deepening of 
social polarisation and political 
deterioration. 

FMLURL OI El.ll IORAI KUiIMES It) 
Arrlsi pRorr-s.s or Economk 
DlSlNItGRAIION 

If the transition from military to civilian 
rule was accompanied by continuities at the 
level of state institutions and personnel, it 
produced little or no change in the neo¬ 
liberal socio-economic models constructed 
by the former dictatorial regimes. On the 
contrary, most elected governments t'ombin- 
ed a deepening of the processes of privatisa¬ 
tion and liberalisation with new constraints 
on wage and salaried earners in Argentina, 
even the most extreme free-marketeer general 
baulked at selling off or opening up to 
private participation virtually every enter¬ 
prise in the state sector. Yet this is precisely 
what president Menem is currently seeking 
to achieve. Dramatically speeding up a pro¬ 
cess initiated by his civilian predece.ssor Raul 
Alfonsin, Menem has signed privatisation 
decrees affecting the oil fields, petrochemical 
companies, communications sectors, water 
supply, electricity, coal, postal and 
tdegraphic services, and ports authority. In 
Brazil, within a month of his inauguration 
as president (March 1990), Fernando Collor 
outlined an economic strategy that includ¬ 
ed plans to privatise 188 state-owned in¬ 
dustries. Since then, he has been systema¬ 
tically placing government-owned corpora¬ 
tions on the auction block. To facilitate his 


destruction of the public sedor# he has 
already withdrawn practically all protective 
barriers to the national marlwt and the new 
hi-tech industries, in Uruguay, the country’s 
elected leader Luis Alberto Lacalle has 
implemented measures aimed at privatising 
the fishing industry, the national airline, 
alcohol production, insurance sales, and 
port and telecommunications services. In 
Peru, the new civilian head of state Alberto 
Fujimori has announced a programme to sell 
off the petroleum, mining, and metal refin¬ 
ing enterprises that account for most of the 
country's industrial output. 

During (he decade of ascendant 
‘democracy’, Latin America’s per capita 
gross domestic product (GDP) fell by more 
than 8 pei cent, with some countries 
(Argentina, Peru, Venezuela, Bolivia) ex¬ 
periencing declines of around 24 to 26 per 
cent.’ The only notable exception to this 
continental downturn was socialist Cuba 
whose economy giew by 42.8 per cent and 
by 23.5 per cent on a per captia basis. 
Calamitous as the aggregate figures un¬ 
doubtedly are, they obscure the even more 
profound income losses that occurred over 
the 1980s. Minimum urban .salaries (earned 
by over hall the legion’s labour force) fell 
by 74 per cent in Peru, 58 per cent m 
Ecuador, 50 per cent in Mexico, 30 per cent 
in Brazil and 21 per cent in Chile.* Workers 
throughout the region now scramble to three, 
four and five jobs just to be able to afford 
the cost of a basic necessities diet. In Brazil, 
the purchasing power of the 50 per cent ot 
the population receiving the minimum wage 
is at an histortc low.* In Argentina, which 
until recently had the highest beef consump¬ 
tion on a per capita basis, unemployed 
workers knocking on doors demanding to 
be fed has become a common sight Between 
September 1989 and September 1990, real 
wages in the country’s state companies 
plummeted by an astounding 49 per cent— 
accompanied by job losses that exceeded one 
million in (he industrial sector alone.'" In 
Fujimori’s Peru, real wages hover around 
1972 levels." 

While the income gap between rich and 
poor has widened, .social sector spending has 
declined by more than 50 per cent over the 
past decade Simultaneously, individual sec¬ 
tors (especially health, education, transport, 
housing and recreation) and their classes 
have become more and more ‘insulated’ 
from one another. In Argentina today, for 
instance, the wealthy pay the equivalent of 
a school teacher’s annual salary for three 
months of private health coverage while 
state-run women’s psychiatric hospital 
reports (July 1990) the death of 30 patients 
from malnutrition. In fact, this latter is a 
conlinent-widc problem which affects almost 
half the population m some countries. Doc¬ 
tors. nurses, and medical aids simply lack 
sufricieni drugs and equipment to cope from 
the resultant illnesses. 

Inevitably, those least able to look after 
themselves have suffered most at the hands 
of the economic deregulators. Mortality 


rates, childbirth dnths, and chifd m^utri- 
tion have risen significantly in recent yeui 
in cduntrics like Argentina, Brazil, Peru, and 
Mexico.'^ In ‘redemocratised’ El Salvador, 
infant mortality rates surged during the 
i980s because of deteriorating basic 
services—in particular, the worsening lack 
of access to safe drinking water. By 1988, 
nine out of every 10 peasants weKe being 
denied this lundamental right." in 1990, 
according to the United Nations Economic 
Commission for Latin America (ECLA), ap¬ 
proximately 44 per cent of the continent’s 
population (183 million) were living below 
the poverty line— an increa.se of 112 million' 
over 1970. Almost half of this group (88 
million) were characterised as destitute or 
living in extreme poverty. ECLA attributed 
this growing immiserisation to the dramatic 
and regressive fall in average income which 
“marked a tremendous step backwards in the 
material standard of living of the Latin 
American and Caribbean population’’ dur¬ 
ing the 1980.S.''' 

This era of plummeting wages, a chronic 
deterioration in living standards, and 
negative growth rates was directly linked to 
governmental policies that facilitated 
massive transfers of capital abroad. Reoveen 
1982 and 1989, multinational corporations 
and banks feasted; profit remittance and in¬ 
terest payments over this nine-year period 
totalled an astronomical $ 281.5 billion. 
Deducting new loans and investments, Latin 
America still remained a net exporter of 
capital to the tune of S 2(X) billion.'' The 
logic of the socio-economic model pushed 
by the electoral regimes—freeing capital 
(local and foreign) and contracting the 
public sector-dictated this outcome (which 
promises to continue) because it obliged 
(hern to maintain the international circuits, 
meaning paying the debt; once that was 
decided, they had no choice but to promote 
the export elites at the expense of local pro¬ 
ducers, and wage and salaried groups. The 
pillage of the economy was inextricably link¬ 
ed to the impoverishment and polarisation 
ol society. 

The most profound subjective conse¬ 
quence of these economic changes has been 
the accelerated proletarianisation of the pro¬ 
fessional and middle cla.sses, especially those 
in the public .sectors tied to salaried income 
Equally striking has been the de- 
prolciarianisation of the industrial wage 
labour force; under and unemployment is 
running at historically unprecedented levels 
(70 per cent in Lima, over SO per cent in 
Caracas, 20 per cent in Buenos Aires, etc), 
temporary and casual labour, not covered by 
social legislation, mimmiim wage rates, or 
safety conditions in the workplace, has 
become the norm. The electoral regimes of 
the 1980s may have granted more legal rights 
to trade unions but their socio-economte 
policies have simultaneously emptied the 
unions and factories of (heir working 
members, indeed, they have presided over 
the reversion of many major gains achieved 
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mnHvh iNrif a century of class and political 
struggle. 

Almost as sinking as the socio-economic 
failures has been the absence of any public 
morality Everywhere political theft of public 
property has reached monumental levels In 
Aery, Alan Garcia's regime (IM5-90) has 
been accused of stealing at least several hun 
died million dollars—leaving the treasuiy 
with a negative balance In Venezuela the 
Democratic Action regime of ex president 
Luschini (1983-88) has at least a dozen 
former ministers under indictment for steal 
mg billions in oil money—most of whom 
have fled the country In Brazil the Sarney 
regime (I98S-90) was universally despised for 
the massive appropriation of millions ol 
dollars in state revenues for piivateenteitain 
ment and depositing hundreds of millions, 
if not billions, in overseas accounts In 
Argentina, president Menem's brother and 
head of the senate, had accumulated over a 
million dollars m an Uruguayan account 
within three months of taking office While 
in Chile, the Alwyn government is noi ex 
pected to energeiicallv pursue the massive 
fraudulent multi million dollar sell oil of 
state enterprises to public cronies of 
Pinochet in the last days of the dictatorship 
Wholesale venality, the scope and scale of 
corruption, by the neo liberal electoral 
regimes is their practical interpretation of 
unregulated capitalism—the free maiket 
The scale ol public pillage can also be ex 
plained by the drying up of private oppor 
tunities for enrichment With the banks tak 
mg the bulk share and the established ex 
port elites untouchable the public firms 
being sold ofl to the private sector and the 
public treasury remain as the two last areas 
for private accumulation by the electoral of 
flcials No doubt the new market ethos that 
encourages this behaviour as the ultimate 
value IS no small factor easing the conscience 
of hesitant officials 

Privatisation has taken on special mean 
mg under the electoial regimes—in the dou 
ble sense of both a shift from public to 
private ownership, and in the practice by 
high government officials of appropriating 
(directly or through lamily or business ties) 
public resources The scope and depth of 
political corruption m the new era of 
deregulation, privatisation and inter 
nationalisation of capital has been well 
publicised m the cases of Venezuela, Brazil, 
Argentina and Peru—where officials literally 
utilised stale budgets to grossly expand 
overseas accounts, appropriate resources 
destined for public enterprises, run them 
down and sell off the firms to private 
associates 

As a result, a great deal of the deficits of 
public enterprises is not due to the inherent 
inefficiencies of the public firms, but is in 
part the result of private appropriations and 
corrupt subcontracting (Bv contrast, m 
Uruguay, the recent elected socialist govern 
ment of Montevideo was able to increase m 
come from the city’s casinos by 3U0 per cent 
m SIX months, largely, it is assumed, by 


honest administration.) The private pillage 
ol public enterprises become a pretext for 
further privatisation state corrupticm is link¬ 
ed at both ends of the privatisation process 
fostered by the electoral regimes The result 
IS an economy that revolves around a kind 
of 'primitive accumulation’ in which 
political officials establish their initial wealth 
through public pillage and later convert their 
wealth into capital in the newly privatised 
sectors 

The electoral regimes have fashioned 
economic strategies based on the free market 
that have led neither to a morc cquitabU 
distribution of wealth in society nor to a 
bridging of the income gap between the ex 
port clues and the wage and salaried groups 
On the contrary they have simpl> deepen 
ed the former while consolidating the latter 
as they actively campaigned to give ii 
ideological legitimacy Moreover, they havt 
created a highly rigid dual economy a 
piivaic sector linked to the international cir 
culls drawing on overseas financial lesouices 
and the pillage of the stale, and another 
sicioi dependent on a shrinking internal 
maikel linked to declining wages deitrio 
rating stale service-, and a lack ol |ob 
opporliiniiics 

Tl t< lORAI KtC.IMlS AND ( I \SS 
SIKI ( KIRI 

I he peculiarity of electoral regimes and 
their leaders is that while often the products 
ol class struggles ihc 7 arc quick to deny us 
relevance once in power In opposition the 
clectoialists address the class configurations 
of non democratic regimes, in office, they 
downplay the links between state and class 
in favoui ol a perspective that emphasise the 
distinctiveness, separateness, and autonomy 
of each sphere I his ideological shilt accom 
panying the political transition have been 
particularly acute among the latin 
Ameiiean intellectual classes whose 
members have olten been deeply involved in 
rationalising, or foimally participating in 
the new regimes Nonetheless, the latter have 
had a signilicanec on class structures and, 
in turn, been deeply influenced by specitic 
conliguiations ol class power 

T here are several staking patterns that are 
common to most of the new (and old) 
civilian governments of the 1980s Tirst is 
the almost total absence of populist policies 
and redistributive politics Whatever coah 
tions of labour, middle class, and business 
groups exist before the presidential vote, they 
have no impact on subsequent policy and 
quickly break up in rancorous conflicts 
^ond, traditional ideological discourses 
and historical practices have less relevance 
in defining the policies of the new electoral 
regimes than have contemporary configura 
tions of power within which the regimes are 
inserted A clear example is the Peronist 
regime in Argentina Menem’s policies 
favour overseas bankers and private ex- 
poners at the expense of local producers and 
wage workers, directly repudiating past prac 


trees and ignoring oade uakm dgUM of 
‘betrayaT Menem is responding to the ascen¬ 
dancy of Argentine tiansnationBi capitalists, 
overseas investors and local exportcra, the 
power configuration inherited from the 
previous Alfonsin and military regimes. 
Third, eleaoral regimes have not been 
oriented towards transforming the class 
system or even ameliorating class in¬ 
equalities, but rather strengthening and con 
solidating the power at the top, as the only 
classes capable of developing the economy 
Briefly put, the electoral regimes are increas 
ing international mobility for the 20 per cent 
at the top, while foreing downward mobih 
tv lot the wage and salaried groups tied to 
the stagnant exonomv In fact, the abihiv ol 
th< outwardly orrented classes to appropriate 
surplus from the inwardly bound classes is 
a condition lot greater iniei national mobi 
Illy These coiillietmg, but inicrrclaicd 
mobility patterns are mediated bs the neo 
liberal state and electoral regime while the 
slate csiiacis and tiansicis surplus from 
wagc/salaried classes to the local and 
overseas tiaiisnaiionals ihe electoral regime 
legitimises the process by evoking the 
demnciatic liturgy 

The maiesi class eotiligurations and class 
relations .ire not always the result ol the elei 
loral regimes most ol which emtiged during 
the mihtars regime I he polieii s ol the ele*e 
toral regimes hast done a great deal to rein 
loree the pre esisting tendencies in the class 
structure 

Sevetal tcatuiesol the coritemporars class 
structure require special aileniion I rsi is 
Ihe predominance of a class ol I mil 
American transnational lapiiahsis (T N( ) as 
the majoi foiee throughout Ihe continent 
The key distinguishing characteristic, ol 
1NC s IS not whether they are involved in 
production or not nor the location of then 
pioduclisc activity, but their access and 
involvement m international markets whn h 
lies them to international eapiial flows T he 
ascendanev of TNt s at the top is matched 
by the margmahsation of important sectors 
of the working class the massificaiion of 
unemployment and of poorly paid under 
employed, sell employed, seasonal and 
temporary workers—lacking any ol the 
traditional social security benefits The 
polarisation between a cohesive sell 
conscious TN( class at the top and a dis 
articulated mass of workers at the bottom 
has had a very dramatic impact on the pro¬ 
fessional and salaried middle classes a 
minority has been able to insert itself into 
the private networks (ideologues, auoun 
tants, lawyers, doctors), while the great 
majority have sulfeted severe downward 
mobility The downwardly mobile profes¬ 
sionals have attempted to cope by turning 
to multiple employment, and increasingly 
overseas immigration, as well as toward 
direct action protests 

The electoral regimes, however, have also 
institutionalised another set ol social actors 
who reinforce this class system—the inter¬ 
national lending agencies who act as 
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vcstofs. In tandem with local TNCt lind the 
technocratic elite of the electoral retimes, 
these ‘external’ class actors have pla]^ a 
major role in deigning the patterns of dass 
formation, determining which classes gain 
or lose income and which classes rise and 
fall in the class system. Hence, the electoral 
regimes are not merely products of internal 
class forces, but actiw agents promoting the 
convergence of interest between externally 
based, but locally involved, propertied 
classes. 

The dynamics of this class system have 
been manifold—making and unmaking 
segments of classes and diluting the 
spcdficities of each class and unit of class. 
One major development is the growth of a 
lumpen proletariat, a spin-off from the 
disarticulated working class and impoverish¬ 
ed self-employed. Throughout the region, 
and particularly in the large urban cities, 
crime rates are growing at unprecedented 
levels which the United Nations Economic 
Commission for Latin America attributes 
directly to “the marked deterioration in the 
standard of living of broad sections of the 
Latin American population. In coun¬ 
tries like Brazil and Argentina, security firms 
have become multi-bilbon dollar enterprises. 
Another development has seen the working 
class household unit become the basis for 
a new gender realignment of political in¬ 
fluence. As unemployment has hit male 
household heads the hardest, and as the 
negative socio-psychological effects have ap¬ 
parently been most strongly felt in that 
quarter, women and young people have 
^ome more prominent in defining class 
positions m social movements and in spon¬ 
taneous protest.s ill neighbourhood arenas. 

The dual developments of working class 
disarticulation and deepening social 
polarisation usually means that the tradi¬ 
tional political controls exercised by the elec¬ 
toral party madiines and bureaucratised 
trade unions cease to be effective. Mass 
spontaneous protests, sacking of stores, 
stron mtAitlirations, unauthorised strikes, 
begin to meife as the class identity of the 
electoral regimes becomes transparent. 
Whether the polarised class structure will 
find expression in polar opposite political 
movements is a questiou of contingency and 
political intervention. What is clear, however, 
is that the electoral regimes and the domi¬ 
nant component parties that comprise them 
have not established hegemony over society. 
Their one-sided representation of the 
‘externally-oriented classes’ and the 
‘downward push’ on the rest of the subaltern 
classes precludes it. The distance, however, 
between a deteriorating hegemonic political 
class and an overt political rupture is still 
vast and subject to numerous byways. The 
shift from traditional parties to opposition, 
to protest candidates, to violent reactive pro- 
teats and widespread disenchantment and a 
sense of betn^l, revetf a volatile mass in 
search of new politicalUternatives that can 
confront the catastrophes induced by the 
piagmatisu and realists of the siaius guo. 
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tsLCCTDRAL POLITICS, CLASS POLITICS, 
AND CRISIS OF MARXIST LEFT 

Direct action by trade unions, social 
movements, and guerrilla forces has been a 
common response to the integration of the 
new electoral regimes into the 'old* export 
economy. The most striking aspect of the 
resurgent popular challenge is the target; 
ostensibly ‘social democratic’ and ‘populist’ 
regimes. This reflects the fact that the old 
electoral elites of the self-styled democratic 
left no longer have the wherewithal to 
capitalise oirtheir rhetorje and evoke tradi¬ 
tional tics. In Venezuela, tens of thousands 
of poor uiban dwellers poured into the 
streets to protest the IMF-mandated austeri¬ 
ty measures imposed by Carlos Andres Perez 
in June 1990, in (iuatemala, urban groups, 
peasants, and guerrilla movements mounted 
an increasingly consequential challenge to 
the civilian Ccrczo regime (198S-90); in 
Argentina, Peronist public employees 
unions, whose members have been r^icalis- 
ed by the loss of social status and economic 
impoverishment, have engaged in prolong¬ 
ed strikes against the Menem regime; in 
Brazil, organised labour—bank employees, 
health workers, metal workers, teachers, 
longshoremen, migrant cane cutters, and 
others—have participated in strikes against 
the draconian economic measures imple¬ 
mented by the Collor regime. Apart from an 
cstimaied 16 per cent-fall in real wages, the 
civilian government's programme has led to 
the firing of hundr^s of thousands of 
workers in the private sector and a further 
100,000 in the public s«nor since March 
1990.'^ In Peru, successful general strikes 
against falling living standards, wage levels 
and services severely undermined the govern¬ 
ment of Alan Garcia (1985-90); when his 
successor Alberto Fujimori announced an 
accord with the IMF which resulted in the 
immediate removal of subsidies on basic 
consumer good.s and soaring overnight price 
increases (gasoline increased by 3,000 per 
cent, miik and bread prices almost tripled, 
gas and electricity rose eight to twelvefold) 
the urban slums erupted. The food price 
rises were subsequently followed by sackings 
of hundreds of thousands of workers which 
triggered anti-regime strikes by thousands of 
teachers, bank employees, petroleum 
workers, and other segments of the labour 
force.'* Even in Chile, Socialist and 
Christian Democratic unionists have 
threatened to march on parliament if new 
labour legislation is not approved, while 
trade unions afllliaied to the Workers’ Party 
in Brazil have organised strikes against com¬ 
promising municipal governments controlled 
by their colleagues. 

The willingness of the working class and 
the urban poor to directly confront and 
challenge the traditional parties and the 
electoral leaders testifies to the reemergence 
of class struggle politics in the post¬ 
authoritarian era. However, several qualiFica- 
tions are in order. First, most of these 
movements' demands were part of the social 
democratic and populist programmes which 
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me cmitan ruien suoiequenny wuaoiieis; 
Secqnd, the immediate ttruggles bdng 
fou^t are largely defentive—to preweni 
further losses in purchasing power, to iie^ 
new price increases, to oppose the with¬ 
drawal of food subsidies, to protett the new 
layoffs and sackings diat have accompanied 
the privatization prognunmes. In Bn^ tor 
example, where teal wages fdl by as mudi 
as a staggering 216 per cem between Jamiary 
and October 1990, the San Bernardo Metal 
Workers Union managed to wrest a total 
wage increase of 82 per cent for its Sao 
Psulo Ford Motor Cmnpany plant memben 
after a 4S-day stoppage vriiich ended in late 
July. Meanwhile, striking national port 
authority workers, facing massive l^nffs, 
gained concessions including an agreement 
that the criteria for all future li^ffs would 
be negotiated between the unions and the 
port management.'* Third, there has been 
an ideological shift; the dominant political 
conceptions have moved away from specific 
socialist programmatic positioru to vaguely 
democratic ones including support , for 
amorphous ‘mixed economies’. What is 
absent are any specific class configurations 
that can confront the entrenched, cohesive 
elites. Fourth, although the popular 
movements have challenged the hole of the 
electoral party regimes, they have not link¬ 
ed up to new political organisations. Hence, 
their struggles become sectoral, immediate 
and reactive, rather than strategic, an¬ 
ticipatory and state-centred. 

In part, the defensive and fragmented 
structure of the popular classes reflects the 
post-Stalinist crisis affecting the traditional 
left in Latin America as well as the reptessiw 
content of the state in most of the 
‘redemocratised’ countries. Profound divi¬ 
rions have emerged within the region’s com¬ 
munist parties stemming from the disorien¬ 
ting impact of the breakup of the socialist 
bloc governments, criticism of previous 
political practices (too accommodating in its 
relations with the Argentine military dic¬ 
tatorship, too intransigent regarding parti¬ 
cipation in the Chilean political process), 
and/or disagreements over the continuing 
viability of centralised organisational forms 
(party democracy). The resultant fracturing 
of these parties in Chile, Argentina, 
Uruguay, and elsewhere has severely limited 
their capacity to intervene in current political 
struggles. 

A different kind of crisis affects the other 
leftist panics. In Chile, for instance, the 
Socialist Party has renounced all semblance 
of its reformist class politics history and 
become part and parcel of the neo-liberal 
Alwyn regime— in the process, disorienting 
thousands of party militants in the trade 
unions and the urban squatter settlements. 
In Argentina, the Peronist Justice Party is 
openly supponing the most extreme neo¬ 
liberal doctrines being promulgated by any 
civilian government—and forcing iu trade 
union affiliates to do likewise (thereby 
undermining their working class and na¬ 
tionalist beliefs) or split from the party. 
Mid-I99fl meetings between populist trade 
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union and piriilmiitary leaden itvtiled the 
Reronist opposition at a dodend: unwilling 
to leave the party, yet unable to solve elemen¬ 
tary demands within the party. 

ta Brazil, the Worlcers' Itarty is experien- 
dng tensions between an increasingly social 
dei^ratic leadership willing to sacriHce 
commitments to structural change in order 
to imserve electoral opportunities, and mili¬ 
tant rank aid Hie trade unionists being in- 
cicasingly pressured by Collor’s neo-liberal 
economic strategy toward more and more 
direct action initiatives. 

Deep divisions also affect the radical 
left—the Chilean MIR, the Uruguayan 
Hipamaros, and other hemispheric revolu- 
tkmary groups. Some tendencies want to 
dissolve into local movements, others are 
more interested in affiliating with the ‘suc¬ 
cessful’ electoral parties, while still others 
want to consolidate and rebuild a revolu¬ 
tionary party. 

The crisis in the left and the exhaustion 
of the historical organisations has to be 
counterposed to the deepening crisis of neo- 
liberal capitalism. It is clear that the 
disintegration of capitalism and immiserisa- 
tion of the popular classes does not 
automatically lead to a revolutioiury alter¬ 
native (nor does it preclude it). The 
bankruptcy of a whole generation of ‘anti- 
utopian’, pragmatic inteilectuais, many of 
them ex-Marxists who framed their poliaes 
in terms of managing the neo-liberal state 
and economy has only recently been 
challenged by a new generation of radical 
critics. The internal crisis of the political 
parties of the .popular i^ses has severely 
weakened the political, organisational and 
ideological capacities of the oppressed 
maioTities to respond to the prolonged decay 
of social life: double negativity has not yet 
generated a positive outcome, at least at the 
level of state power, though, as we shall 
describe, the perspectives for the lulure are 
mixed. 

Finally, resurgent class struggles in the 
new era of electoral politics still face a con¬ 
figuration of political poweRjn which the 
military and paramilitary forces remain 
major actors. Guatemala, El Salvador, and 
Colombia offer perhaps the most striking 
evidence of the armed forces’ continuing role 
in what has been aptly described as ‘death 
squad democracy’. Since early 1989, the 
Guatemalan military and its paramilitary 
allies have assassinated or kidnapped 
unionists, politicians, students, diplomats, 
business leaders, human rights activists, 
church workers, peasant organisers and 
Other civilian opponents of the elected 
Ceiezo regime on a scale approaching the 
charnel house violence ot the early 1980s. 
Meanwhile, the civilian president simply 
refused to respond to this new reign of state- 
authored terror, seeking instead to con¬ 
solidate his alliance with the generals to 
ensure the government ran its lull course and 
to increase the possibility of a Christian 
Democratic victory in the November 1990 
presidential elections. Even the US state 


department’s 1990 human rights report on 
Guatemala was forced to concede that the 
country’s security forces had engaged in 
‘^trajudicial killings, disappearances and 
other serious abuses”. The more detailed and 
authoritative Americas Watch report 
presented a damning picture of a regime that 
‘‘tolerated and... apologised for unspeak¬ 
able abuses” committed by a military that 
‘‘remains a law unto itself”.^ 

The current situation in El Salvador is no 
less indicative of the persistence of military 
power amid the trappings of democratic 
politics. One of newly elected president 
Alfredo Cristiani's first acts after assuming 
the presidency in June 1989 was to order the 
army’s social security agency to deposit its 
funds in the Central Bank. The generals 
baulked and the president quickly rescind¬ 
ed his order. Since the March 1989 vote, bet¬ 
ween 2,500 and 3,000 civilians have been 
assassinated by the armed forces and their 
death squad allies. The systematic targeting 
of union organisers, peasant leaders, and 
church activists- in particular reveals the im¬ 
potence of civilian authority—its unwilling 
ness to reign in a military high command 
that opposes any institutional reforms, and 
continues to frustrate efforts to negotiate a 
settlement to the country’s civil war short 
of the unconditional surrender of the guer 
rilla forces.^* 

In Colombia, this same mix of elections 
and political murders has held sway over the 
past five years. Rightist paramilitary forces 
and death squads acting with the tacit ap¬ 
proval, if not active participation, of the 
armed forces have been operating through 
out the country—financed largely by the 
narco-drug trafficking cartels, in the two 
years prior to the 1990 presidential elections, 
over 2,000 members of the communist party- 
led eleqloral coalition. Patriotic Union (UP) 
were assassinated, in the midst of the elec¬ 
tion campaign itself, the UP candidate 
Bernardo Jaramillo was publicly murdered 
by gunmen acting for the official and un 
official sources of terror in society A similar 
fate befell Cailos Pi//aro, the presidential 
candidate of the former guerrilla movement 
MR-19, following a decision by the in¬ 
surgents to turn m their arms and participate 
in the electoral pioccss.-' The chief 
beneficiary was the ultra-righttst I ibcral 
Party candidate, Cesar Gaviria 

Electoral parties throughout 1 atin 
America, keenly aware of the undiminish- 
ed power of the coercive institutions of the 
previous authoritarian states, have all but 
abandoned popular programmatic positions, 
while attempting to clamp down on the ac 
tivities of democratic social movements, in 
an effort to appease and accommodate their 
armed forces. Electoralism, in the context of 
an over-represented military presence, has 
not resulted in consequential structural 
changes or even redistributive politics in any 
country where transitions from military to 
civilian rule has taken place On the contrary, 
one could argue that electoral politics in 
Latin America during the 1980s increasing¬ 


ly revealed itsdf to be otic more obstacle to 
popularly-based social changes. 

Ei-ectoral Pot mes and Faiiure of 
S ort AI Democratic Leit 

The great paradox in Latin America today 
is between the spiralling downswing in the 
‘free market’ economies and the visible right 
turn of many of the left wing (social 
democratic, populist, socialist) parties, their 
political leaderships, and their ideologues— 
the latter primarily ex-Marxist intellectuals 
of the 1960s. In countries such as Venezuela, 
Jamaica, Peru, Argentina, Chile, 
Guatemala, and Ecuador, this right turn is 
most evident at the level of the political 
leadership 

The current presidents of Venezuela 
(Carlos Andres Perez) and Jamaica (Michael 
Manley) are the ‘prototypes’ of this ‘turn¬ 
coat’ phenomena: pipgressive nationalists 
and social reformers inthe 1970s who haw 
become neo-liberal, quasi-clients of 
Washington and US financial and invest¬ 
ment groups, and uncritical followen of 
IMF austeiity policies in the 1980$. Perez, 
the leader of the Democratic Action Purty, 
an affiliate ot the Socialist Internationtil, 
headed a government in the 1970s that 
nationalised the Rockefeller-owned 
petroleum and iron ore holdings, supported 
lavish social sector spending programmes, 
and attempted to stimulate agriculture as the 
basis for creating a strong internal market. 
In 1990, he remains a social democrat in 
name only. In all other respects, he has 
undergone a radical change in outlook, 
rcemeigmg as an active proponent of 
privatisation of strategic industries, 
economic deregulation, an open door for 
foreign investment, and an enforcer of harsh 
economic adjustment programmes that 
sharply reduce living standards through cuts 
in public spending, freezing wages, freeing 
prices, and job layoffs. 

Michael Manley has assiduously follow¬ 
ed the Perez pattern since regaining the 
lamaitan p'esidency in late 1988, zealously 
courting foreign .i..e<'<ors while embracing 
the IMF, promoting the establishment of free 
trade zones, and instituting a more fun¬ 
damental privatisation-deregulation of the 
economy than that undertaken by his con¬ 
servative predecessor Edward Seaga. 
Manley’s altitude toward Washington also 
underwent a complete turnabout. No longer 
the nationalist, he called George Bush ‘‘very 
impressive, very pragmatic, very sensible'’ 
and, among other initiatives, offered 
Jamaican military collaboration with the im¬ 
pel lal state in regional anti-drug 
camp.‘igns.’' 

In contrast to Perez and Manley, when 
Alan Garcia assumed the presidency of Peru 
in early 1986, he at least began by propos¬ 
ing a series of l97(K-iype national arid social 
reforms, including a cap on d^t payments, 
state financial stimuiae for national in¬ 
dustries, salary and wage increases, and even 
a proposal to nationalise the banking 
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symm. uunne w mguk uie Kiive tuppon 
of titt buiincH ciui for hi$ ‘productive 
icvolutioa' or wilkng to mobthse the popular 
claiMt to move beyond moderate te- 
distribtttive measures and, increasingly 
under harsh rtnancial encirclement by the in¬ 
ternational banking elite, Garcia’s team even¬ 
tually succumbed and reversed their policies 
imposing orthodox adjustments while 
engaging m their private version of 'income 
redistribution’ 

The elections of former guerrilla activist 
Jaime Ru Zamora m Bolivia, Socialist Inter 
national member Rodrigo Borja in Exuadoi, 
and human rights advocate Vinicio Cerezo 
in Guatemala cominued the right turn trend 
ftz, who won the presidency in alliance with 
the rightist party of former milttaiy dictator 
Hugo Banzer, allowed the US to establish 
new military bases in Bolivia and set about 
implementing economic policies that dif 
fer«l little from those of his rightist 
predecessors Borja, lauded as the pro 
giessive alternative to the conservative, pro 
Reagan Febres C ordero regime, lollowed m 
the footsteps of Perez and Manley by intro 
ducing IMF-austerity type reform* Of the 
three, the reformist Christian Democrat 
Cerezo’s transformation was the most 
bizarre apart trom implementing legressive 
income policies he began to consistently 
defend (by denying us involscment) the 
murderous role ol the armed forces and its 
death squad offshoots as upholders ol 
democracy 

Nor were Argentina and C hile exempt 
from this right turn phenomenon Carlos 
Menem campaigned lor the Argentine 
presidency in 1989 as an orthodox Peronist 
‘national populist However uiicc elected 
he allocated the major economic ministries 
in his cabinet to representatives of the most 
extreme right wing big business/multina 
tional corporate sector, and then proceeded 
to elaborate a sweeping privatisation pro 
gramme aimed at literally abolishing the 
sute sector In C htle, the political leadership 
of Christian Democracy underwent a majoi 
shift between the I9M$ and the 1980s 
Eduardo Frei’s government in the latter half 
of the 1960s enacted a senes of moderate 
refoiros in order to modernise capitalism 
and promote a more equitable distribution 
of wealth and income They included an 
agrarian reform, the ‘Chileanisation of the 
foreign-owned copper industry (including a 
buy-out of SO per cent of the shares of the 
major US copper firms), and a progressive 
tax on the upper cla^ The recently elected 
Christian Democratic-led coalition headed 
by ftitnao Alwyn, however, eschews reforms 
and directs the states resouaes to promoting 
the agro-business expon elite, opposes 
legislation allowing seasonal farm workers 
the right to strike dunng harvest season, 
increases the value added tax (which falls 
mainly on wage and salaried groups) to fund 
soaal programmes, and has expunged the 
very words ‘redistnbution’, 'agrarian reform’, 
and 'nationalisation’/'Chileamsation' from 
the government’s vocabulary, substituting 


me manet rhetoric of their formar Pinocnet- 
le adversaries 

The ‘right turn’ of the reformist parties 
over the past decade has been matched by 
the presidential victories of a group of 
rightist political figures tradituinai’ conser 
vatives like Salmas in Mexico, Gaviria in 
Colombia, lacalle in Uruguay, and Cnstiani 
in El Salvador, and others, such as Collor 
in Brazil and Fujimori in Ptru, posing as 
‘anti-political’ and ‘non-traditional’ can 
didates, but whose political antecedents and 
commitments to a deregulated neo liberal 
capitalist agenda immediately surfaced as 
they began implementing ‘shock treatment' 
economic programmes devised by ministers 
recruited from the big business scctoi—thus 
fuither perpetuating the deepening crisis ol 
the ‘free market' model Indeed, the great 
irony about this continental shift to the right 
IS how little It has had to do with socio 
economic achievements On the contrary, it 
has occurred as the effects of neo liberal 
economic policies worsen social conditions 
and ensure the persistence of stagnant 
economies into the 1990s Nor have the 
rightist or ‘lurncoat' parlies succeeded in 
creating a new hegemonic ideology while 
the 'free market the ‘social market 
economy, and oihei such euphemisms may 
be currently in vogue, capitalism is still over 
whelmmgly viewed as an unjust system and 
imperialism is still commonl* used to 
describe the financial pillage ol the 
continent 

What accounts then for the right turn in 
latin Amerua since the early 1980s’ 
C ertainly, Washington’s relative global 
decline has not signilicantly affected ns post 
non within Latin America wheic it continuc's 
to exeicisc over determined influence 
tconomically, US imperialism is still able 
to impose enormous burdens and pressures 
on dissident agimes (witness the expenem c 
of Garcia’s Peru) through its ability to 
inOuence the behaviour of the two major 
souaes of the continent’s external funding 
the international lending agencies and the 
private commercial (largely US) banking 
community Militarily, its capacity to pro 
ject Its power is as great as ever The in 
vasions of Grenada and Panama, the use of 
meicenary forces in Nicaragua and II 
Salvador, and the recent establishment of 
new military bases in Bolivia and Peru are 
sufficient testimony to this reality Finally, 
the imperial state’s ideological influence has 
greatly increased since the I960 Its market 
rhetoric and interdependence discourse cir 
culates unhindered and is uiwritically con 
sumed by broad sectors of ihe political and 
intellectual classes However, the problem 
with any explanation basc-d on the power ot 
US imperialism is that it was equally ap 
plicable during the 1960s and early i97{)s 
when the left political opposition was 
stronger and extended over a broad universi 
ot discourse 

to understand why this continental wide 
‘right turn’ occurred in the t98(K and what 
possibilities exist tor its reversal it is 


necessary to consiaer a senes ot lusioncw 
and structural changel (in both their 
national and global contexts) that took place 
in the political and ideological, as wHI as 
the socio economic, spheres 

First, the military state-authored repies- 
Sion of the 1970s and i980s—not least, the 
tens of thousands tortured, executed, and 
‘disappeared’ by the generals in Argentina, 
Chile, and elsewhere—had profound, long¬ 
term effects on the left and the rest of Ihe 
opposition movement it disarticulated 
grassroots organisations through assassina¬ 
tion of the most intelligent, active, and 
knowledgeable militants. It created a 
political culture, during and after the blexxly 
purges, permeated with fear and thus in¬ 
hibited ciii/cns from aitively confronting 
public authority, it ‘permanently’ changed 
the balance of power m the state, increas¬ 
ing the weight of the coercive instruments 
(armed loices, intelligence agencies, police, 
etc) m the post military regime society This 
legacy of right wing terror and the survival 
and continuing power of its institutions in 
the new period of electoral regimes remains 
a reference point for the parties of the left 
and the populace at large strengthening the 
position of the traditional neo liberals and 
encouraging the 'turncoat leftists u< accom¬ 
modate these real power centres The slow 
re creation of a new generation of grassroofs 
leaders and their re insertion into the trade 
unions and neighbourhood organisations 
lepresenis a challenge to this legacy and the 
political culture of fear sell censorship and 
internal repression 

Second, the ‘right turn of the former 
relormisl Christian Democrats, social 
democrats, populists, and socialist in 
particular was hcavilv influenced by the 
SOCIO economic legacy ot the military 
regime The kev components include the 
predominance of the export elites, leconcen- 
trated banking agro business and industrial 
power the climate of deregulation as a basic 
condition lor anv investor co-operation, 
hyper dependency on the linancial circuits 
and high levels ol overseas capiul investment 
bv liKal capitalists The military's vast 
icstiuciurmg ol the etonomy, society and 
stale in the 1970s and I9g0s posed a basic 
problem for the for met reformists either 
they had to transform the structure of the 
economy challenge the power of export and 
linancial groups, in order to pursue refor¬ 
mist policies or else they had to adapt to the 
existing configuration of power and pursue 
policies that would create ‘confidence’m 
these groups, encourage new investments, 
ind thereby avoid a crisis of capital (overseas 
flight) and the resulting ‘chaost—culmiiuumg 
in the ‘demise of democracy' and the return 
ol the military to the presidential palace. 

(onfroniing this dilemma, the old 
relormcrs chose the electoral regime and 
conformity -decisions they termed ‘prag¬ 
matic’ and ‘realistic’ Their abandonment of 
scKial reforms for the popular classes was 
dismissed as simply the “end of utopia”. By 
equating democracy with public poverty. 


Soonofflic and Piditical (Meekly July 27, 1991 





tiwae dew nghtists impovenshed democrac) 
Integration into the new model thus 
engendered certain political, economic and 
ideological imperatives that could not be met 
hy any stretch of the original reformist 
f^TAmework The framework itself had to be 
dlfcarded and instead of admitting to the 
need to submit to the new power centres, the 
political and ideological elites blithely pro 
claimed that a new ‘modern world had 
come into being which necessitated dis 
carding of old anachronistic I9ih centuiy 
Marxist and socialist notions 

The alternative to conformilv is lonlion 
tation and conflict, not conccrtacion 1 he 
outcome would have been unceitam but 
under the alternative path thcic existed the 
possibility of a new and more equitable 
social and economic ordei a deniocracv 
based on the scxtial movements of the poor 
not with the geneials and bankers The path 
of conformity has assured neither demo 
cracy, nor equity, noi development and not 
even re-election—which after all is what the 
parties of the cx left have come to equate 
with democracy 

Third, the 'right turn’ had to do with thi 
integration of the major research institutes 
into the western capitalist foundation net 
works and their subsequent assimilation of 
liberal political and economic discourses 
Several factors explain the gap between the 
extended ensis oi market capitalism in Latin 
America and the intellectuals’ continued 
support of market regimes and neo liberal 
economic strategies Not only die the iiitcl 
lectuals integrated into the organisational 
matrix of western corporate and stale funded 
arcuits (conferences subsidies, publications 
etc), they are no longer subject to the crisis 
of the local economy because their salaries 
perks, and travel funding, reflecting then 
new class position, are in oveiseas curren 
cies Moreover, a condition lor employment 
IS agreement to jettison the language ot 
critical Marxism- concepts such is im 
pcrialism are taboo At the same time the 
analysis of these conformist intellectuals 
linked to the ‘turncoat’ parties is deepiv in 
fluenced by their class aspirations Ixiokmg 
to become managers of the current crisis, 
their wntings are designed to catapult them 
into the ministries of the electoral regimes 
In Argentina and Chile, tor example the 
m^jor overseas funded research centres have 
provided the new civilian rtgimcs with 
mmistenal appointees who served to defuse 
popular expectations and promote incentives 
to investors in the private setioi 

In other words, as the local economics 
were transformed under the military regimes 
into economic appendages ol the loieign 
banks and multinationals, and as a new class 
of Latin American transnational capitalists 
emerged, so in ihe intellectual realm 
domestic research centres became in cfleci 
locally administered ‘branch plants in which 
the managers formulated research projects 
within the conceptual framework devised by 
the ‘home office The international con 


ferences and publications outlets served to 
consolidate the linkages and facilitate the 
transmission of the ‘new’ market ideology 
and the formulas for a democracy of 
poverty 

Fourth and finally, the ‘right turn’ was 
linked to changes taking place m the world 
economy and the perception ol those 
changes by left wing political and intellec 
lual leaders The demise of eastern 1 mopes 
burcauctalic collectivist regimes the decision 
ol the Soviet Union and C hina to embrace 
free maiket economics and the growing 
adhctcnct ul (Ktal democratic governments 
in soutiurn F uropc (c g Spain and 
Forlugal) to nco liberal politics has had a 
major ideological impact on I atm America's 
communisi and socialist parties as well as 
on other in ijoi Ictiisl forces such as the 
Sandiiiistas in Nicaragua Particularly 
disoiitnicd bv these events were those eom 
iiiunist parts inembiis who had long relied 
on the *soviet poliiieal economic model and 
have not been ibic to develop another con 
ecption ot socialism 

Ytl while the decline in socialisl btcH 
economic and mililarv aid and the coritr ic 
lion of markets lor I atm exports is no anill 
matter most ol these changes took plicc 
several ycais belorc the htmisphcic s ni.l)i 
turn Furthermore apart tiom ( uba and 
Nicaragua Ihe changes have not alkctcd tht 
economic patterns in most ot the olhei 
regional couniiics Ncnetiielcss ilic con 
siraints on future policy ait ical but it ilic 
same time, have to be pul alongside ihc even 
gicater consiramis that the I atm Nmeiicin 
people ail experiencing under the combined 
impact of US imperialism and nco liberal 
maikei policies todiv and into the loicsce 
able future IVipulai antagonism lo pcrpciu il 
reductions (adjiislmenls’) in living standaids 
has not diminished merely bccaiisi oiu or 
other eastern Luropean government now 
prcKiaims the viiiues ol the market 

This deepening crisis of I aim Amciic in 
capitalism poses the obvious question c in 
the light luin be reversed'’ Isalifuouniii 
■rend visible’ What is clear is ihai since the 
late 198<K the regions underlving strucinril 
class polarisations have surfaced politu alls 
in a number ot countries, most dramaticaliv 
in two ol the majors—Brazil and Mexico 
The 31 million votes cast foi Ihc Workciv 
Party in the 1989 Brazilian presidiniial eicc 
lions both exaggerated its elaiorai siicngth 
(member of a left wing coalition) and 
underestimated its influence among the k 
tivisl and movement sectors of the socitis 
In ke> urban centres (industrial facioras 
tavcia and lower middle class sites) the 
Workers Parly has become the dominant 
hegemonic force—its influence extends out 
ward to religious, educational, health, and 
public sector institutions It is a counter 
hegemonic power at the national-stale level 
Its strategic strength is its toots in the 
popular movements but its tactical weakness 
IS the strong presence in its ranks of refor 
mist intellectuals and municipal officials 


willing to ‘pact’ with existing configurations 
of power 

In Mexico, the Caidenas’ movement, an 
amorphous alliance of urban and rural poor, 
middle cla^s niellectuals and ex PRI party 
loyalists w able to win the 1988 elections 
but lost the electoral count demonstrating 
once again Ihc strength of Ihe permanent 
state apparatus over the electoral process 
Nonetheless the coiilimied mobilisation of 
Ihe ( jidinas forces on the local level and 
the large sc lit lesisiance to the Salinas 
regime in a niuiiiplKiiy ot municipalities, 
neighboui hoods .ind workplace* suggests 
that neo liberalism remains largely an elite 
phenomenon titd to Mexico s transnational 
cipiiaiists will) a strong commitment to 
president Rush s ptoposed common market 
(and stall supjioit) as a counterweight to 
Ihcir inicinal political weakness 

Although Ihc most ,tnking, Brazil and 
Mexico die noi exceptional cases Progressive 
sucidlisi inavoic and governors have been 
tlcticd loi ihi Inst time in (jruguay and 
Vinc/ucla menacingly large scale extra 
parliament iiv conlroniations are occurring 
h iwiin woiktis and rightist electoral 
Hi lines in Nijcniini ind Peru the guerrilla 
movinuni m Ciuaiemila has assumed the 
proportions of i naiional movement now 
opci itiiit. III 14 piovinecs and in FI Salvador 
ind Nitaragua i ink and tile militants are 
quistioniiij the piogrininies ol the party 
iniclleciiiil ihc issues ot scHialism and 
dcmxi i V colicciivism and capitalism, are 
liciiii ojitiilv dfbaltil even as these ixiliticai 
loinutions ictaiti widespread popular 
suppon 

Ihe left c niniit iienel icflceis thcconse 
e|uenliii iiiitliuii ol left wing political 
organis ii on i id ideology between the 
objceiive ciisi ol capitalism and the nco 
liberal regimes in pe'wci In oihct words, the 
naiuial polarisations created by the ap 
pheation ol nco liberal policy are polilicis 
ed ind oiganivcd through the active inter 
veniion ol paiiiee and activists Private 
Jiscuntint with nco liberal electoral regimes 
IS mobilistd by a variety of political 
lormations Irom jiredominantly electoral 
paitiis liki ihc r ardtnas movement, to elec 
loidl movement parties like the Workers 
Paitv to guiiiilla groups and direct action 
movements is in Guatemala and El 
Salvador I he It ft counter trend has the 
lapacity to become a hegemonic force if it 
can avoid ihc piitalls of the ‘turncoat’ left 
lormaiitins that preceded it 

CONrillSION 

f e ettsis of Latin Amencan capitalism 
IS far more severe and extended than any 
comparable situation in eastern Europe, but 
the ruling elites do not depart, mass 
demonstrations do not end peacefully, 
opposition intellectuals in office do not 
purge the state of authontanan secret police 
chiefs, the dominant hegemonic power does 
not gracefully accept changes in the social 
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lyHem or write ofT debts. The poiitical elites 
diculate from military to civilian; the 
economy lurches from one painful adjust- 
irirat to another; and when one country, 
Nicaragua, ousts a US client, Washington 
finances a prolonged war of intervention and 
eventually reimposes an electoral client. One 
priest is killed in Roland and it becomes the 
basis for an indictment of the entire political 
system; 70,000 Christian peasants and a 
dor.en nuns and priests are murdered in £1 
Salvador and the leading defender of the 
Free World can speak of the ‘moral crisis of 
communism' and the ‘moral as well as 
material superiority of free market societies’. 

The divergent outcomes resulting from the 
crises in eastern Europe and Latin America 
are not the result of the demise of economic 
systems or the superiority of one system over 
the other but have more to do with the 
willingness and capacity of the US to reshuf- 
He poiitical regimes while retaining strategic- 
ties to the underlying authoritarian states 
and economic elite structures. In contra.st to 
the Soviet withdrawal of support for its 
client regimes. Washington acts quickly to 
prop up and buttntss regional allies; military 
aid helps repress dissident nationalists; 
c-.vilian-miliiary pacts provide the electoral 
facades that pcipetuate the continent-wide 
pillage At the same time, Latin America's 
coercive structures have also exhibited a 
capacity to hold onto power during periods 
of transition, thus guaranteeing the con¬ 
tinuity of the social system against demo¬ 
cratic social movemcnis and mass popular 
upheavals. 

It IS these continuities ot international 
hegemonic powei. authoritarian state institu¬ 
tions, and the continued concentration of 
economic power in the outward looking 
elites that make such a mockery ot proposals 
to learn from the ‘Swedish model’ '■* 
Generals and bankers arc not going to 
negotiate the large-scale, long-term transtei 
of wealth from overseas accounts into social 
welfare programmes, now or in the near 
future. Elite negotiations with the elecioial 
politicians provided the political class with 
the freedom to try their hand at managing 
the existing model, pacifying the masses, 
securing overseas loans and keeping up in¬ 
terest payments. The electoral elites have set 
out to prove that they can manage the 
existing system better than their authori¬ 
tarian counterpaits; that they can better 
renegotiate the debt—-and maintain pay¬ 
ments; that they can run popular elections 
that would not impair the confidence of the 
investor elites. 

Initiatty they succeeded, but for a brief 
historical moment. By tlic end of the 1980s, 
electoral regimes were deeply mired in 
chronic stagnation and the electorate was 
rapidly losing confidence in one political 
option after another; one anti-political pen- 
sonality after another. The major reprieve 
of the system was the very severity of the 
crisis: the struggle for day-to-day survival 
was exhausting the populace and forcing 


them to turn inward to primary and im¬ 
mediate groups and networks. What new 
electoral ‘options’ will appear to perpetuate 
the political charade? One is tempted to 
speak of the ‘end of neo-liberal capitalism' 
as the western pundits associate market 
ascendancy in the cast with the ‘end of 
socialism’, but that is too easy, fundamen¬ 
tally wrong. The road to transcending the 
economic, political and moral bankruptcy 
of capitalism in l^iiin America is long and 
arduous. The organisers of the death squad 
still command the armed forces and they 
have been carefully nurtured by the incum¬ 
bent electoral politicians. The economies are 
tightly chained to the international finan¬ 
cial networks: ruptures at one end provoke 
reactions at the other. Industrialists have 
factories in l.atin America but their capital 
is invested abroad. When change comes, it 
will not be easy nor will the initial measures 
restructuring the economy toward meeting 
popular social needs be painless: there will 
have to be a massive shift of resources from 
the upper 20 pci cent to the rest, and that 
will certainly be resisted to extremities. The 
elites which have exhausted economic and 
political options do not simply concede the 
game as lost and turn philosophical. 
Irrationality is alicady increasing: evident in 
the obsessive and single-minded pursuit of 
further austerity measures against a whole 
people which literally has nothing left to 
give; in the monotnaniacal pressures to con¬ 
tinue interest paynienis despite sky-iockcting 
infant mortality rates and generalised 
hunger. 

II sociulisni has a future (independently 
of the organisaiioiidl capacities or in¬ 
capacities at anv given moment, the delec- 
lion ot letreal ol this oi the ollic-r genera 
lion ol iniclleclu.ilsl, it is because it is the 
only possible wav to confront the irrational 
iidc ol inaikei m.idncss that ihiealens to 
deiend general iniscis with unrestrained 
violence 
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Forces of Production and Agrarian 

Change 

Gail Oniv«‘dt 

Th«‘ I’olitical L«*iiomy of Agrarian Ghnnge: >an(*hiliia(lu. llHMi-lW) by 
MSS Pandian; Sage, New Delhi, 1990; pp 192, Rs 175 


THIS lontisciv wiittcn study bs Pandian 
bleaks new gioiind in the history ot agrarian 
relations in one important respett, by taking 
intoacsoiint the 'ceologaal’ laetoi (though 
Pandian does not relei to it as such) Rather, 
he begins with a disiussion ot various forms 
of explanation lot the limited impavt ot the 
‘green revolution, plasing himself firmly 
within the ‘poliliial etoiiom>' school which 
emphasised exploitative agiaiian relations 
and changes in these as ccntial, and which 
was expri ssed in the now-famous debate on 
the ‘mode ot production in agriculture’ But 
in doing so Pandian makes several impor 
lani points in a critique ol this debate most 
ot the paiticipanis did not studs the con 
Crete lealitv of Indian agrisultuie, thc> 
neglected Ihi analssisot the loices ol pro 
duclion in agiicultuii and simpis accepted 
the bourgeois notion that growth ot the 
forces ol pioduciion could be mcasuied in 
terms ol increasing uscol iiacinrs, Inbewells 
HV \s, etc and ilies did not deal holisiKalls 
concentrating in agiuultutc alone and 
writing as il i modi ol pioduction ii uid 
be located lull without lsploInl^ thi intei 
connectcdiK s of tlu agiaiian uonoms with 
the rest of ttu 'Ocial stiuctuic 

Pandian s ctio is to iciuids tin si gaps 
piocccds with a detailed inalssis ol pri 
indcpenilgnce apiarian ihancis in Naiichil 
nadu, an ana compiisiiq two laliikas now 
tn kansakiiinari district ot lainil Nadu but 
previously pait ot Iravaiii on state Intact 
the area is a setm and one with low and n 
icgulai lainlall, hut it had become a pio 
speitnis lentic ol wet rice pioduction due lo 
tiaditional iirigaiion woiks dating back as 
much ,is a thousand siais \kaicr both u 
teriii, ol rainfall and irrigation is thus 
iiucial ‘productive force for Nanchilnadu 
agrnulturc So wcie the then vast areas ot 
sunoundiiig forests, drs lands (gtasslands) 
and tanks, which h.-id functioned tor the 
peasants as ‘commons that is, lands rc-sour 
ces which this had some degicc ol collec 
live control over and access to lot securing 
fodder, green manure, agticuliuial impic 
ments and other productive inputs 
The studs makes it dear that much ot 
what IS being ‘discovered’ only now as a 
negative environmental consciiucncc ol 
capitalist development—water deprivation, 
the negative mnsequence of ‘big dams' 
(more precisely ill planned irrigation pro 
jects), dcsiiuction ot the commons delores 
tation—dates back to the colonial period 
Thus, not only did the liavaiicou state 
(under pressure from the colonial rulets) ex 
tract higher and higher and eser more rigid 
surpluses from the peasants in the loim ol 
land revenue, it also engaged in ill fated 


grandiose (lor its time) irrigation projects 
such as the fsodayar dam, it pushed wet rice 
cultivation recklessly onto ever large areas 
ol land that had been under dry land cultisa 
tion and grazing use, and it increasingly 
‘leserved’ the loiests, hoping to use these lor 
commercial purposes Thus, in addition to 
having to pay land levenue m cash, peasants 
were also forced onto the market lor inputs 
which previously had been freely available 
to them from the ‘commons' ainund their 
villages Thus without showing any drama 
tic exem ol environmental degradation. Pan 
dian stresses the ongoing degradation—from 
the peasants’ point of view as well as that 
ol nature’ ,11 such—ol the conditions of 
production of agriculture and its lolc in the 
exploitation and impoverishment of the 
peasantry 

As he sums It up “(a) the peasants’ free 
access to forests and tank beds was remov 
ed by the state and thus they ceased to be 
eoninion piopcity rcsouices, (b) the elfec 
tisencss ol iiiiuation as a productise force 
was reduced through various acts of the 
si.itc, like the ovii iitilisaiion ol the Kodayar 
dam sale ot tank beds and disiuption of 
water users’ organisations, (c) the remission 
ol land revenue during times ol irop failure 
>• IS abolisited (d) the mode and time ol 
leviiiue collection were altered in favour of 
the state and aeainst the peasants, and (c) 
sui plus extraction from the peasants by the 
state was intensified" (p 149) As a re.ult, 
peasants were toacd to increasingly sell their 
crops III the market in a period in whivh 
prices wen diopping drastically Heavy 11 
debiedncss, loss ol land to a class of absentee 
landlords, and stagnation ot agraiian 
technology was the linal result (p I7U) 

Along with this Pandian examines peasant 
ic'sponscs, noting that while there was a good 
deal ol individual resistance, a peasant 
movement as such was very weak He gives 
two reasons toi this f irst, there was little 
landlord peasant antagonism since inter 
village lelations (payment m kind to the 
landlords bv the tenants, remission of rent 
during bad harvests) still wen relatively 
traditional-as he notes, ‘the landlords 
themselves shouldered the burden ordcclin 
mg pines as this paid the land revenue m 
cash” (p l(>4) and it was the commumiv as 
a whole which was losing its access to com 
mon propeity resources to the state, which 
‘‘cnaracterised the state as the first accused 
m the eyes ol the peasants” (p 164) Second, 
the state successfully maiiiiained a pater¬ 
nalistic relation with the peasantry, parti¬ 
cularly smic the Iravancore administration 
had a laniil association for this Taihil- 
spcakmg peasant y (pp 165 69) 


Though he has not dealt speaTically witii 
caste or gender issues, Puidian has thus 
given a relatively holistic analysis of agrarian 
change m Nanchilnadu which, it can be 
argued, does not only fill in some of the gaps 
in a ‘mode of production’ analysis, but 
breaks the framework of the debate and 
transcends it quite thoroughly Like all good 
studies, Pandian’s work provides answers to 
some questions—and raises further ones. 
These perhaps would have become more 
clear if he had been able to do what he wntes 
m his introduction he had hoped to do- 
carry the analysis through to the present. 
The questions are as follows* 

—As Pandian shows, peasants were forced 
into the market economy, according to him 
“this form of exploitation which is being 
mediated through the product market rather 
than through the labour market 1 $ a feature 
of pie-capitalisi socio-economic forma 
lions” (p 157) This is an assent to the basic 
assumptions ot most of the ‘mode ot pro¬ 
duction’ debate participants—that true 
capitalism in agriculture means a process of 
diffeamiiation that drives peasan* > off the 
land and prixiuces the two ontending 
classes ot landless laboureis and v-pitalist 
farmers Bui is this an adequate analysis of 
lapitalism’ Should we not rather say that 
capital accumulation is carried on through 
bonding the peasant into producing cash 
crops lor the market at prices which amount 
to a high level of exploitation of peasant and 
agrtculluial labour power*' 

The question of land alienation is related 
to this Pandian aigucs that substantial loss 
ol land to absentee landlords was a signifi¬ 
cant result ot the processes he describes Yet 
he has not givai substantial evidence lor this, 
and as he himself notes, Nanchilnadu *‘is 
today characterised by ihe dominaiion of 
petty peasants” (p 57) In other words, the 
(ivcrall histoiieal priKess has acted to mam- 
lain peasants as exploited rural producers 
Analysing to what degree this is true and 
why would require a Icmger historical scope 
and perhaps a wider geographical scope or 
studs 

hat IS the role of indebtedness to the 
state*’ Pandian sees indebtedness to money¬ 
lenders as playing a crucial role in exploita¬ 
tion and land alienation, but he seems to 
believe that provision of credit by the state 
would have remedied peasant problems This 
apisears to exempt the state Irom any parti¬ 
cipation in exploitation Today, when a 
significant shilt at the all-India level has led 
to the replacement of private moneylenders 
ol all kinds by state institutions (co-opera¬ 
tives and banks) as providers ol ‘credit* 
(from the peasants’ point of view it is ‘debt’, 
from capital’s point of view it ts ‘credit’; Ihe 
change of language is significant here), this 
IS a crucial issue Does not indebtedness to 
the state also function to subordinate Ihe 
peasants’ production process to the needs of 
capital? 

—Finally, why exactly was there no peasant 
resistance? Pandian effectively shows that, 
even if landlords or big farmers benefited 
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riipm integration into the market, the mam 
explbitauon of the peasantry was by the 
state Ngmt, resistance at a collective move 
ment level requires mobilisation—a mobilis 
mg lone with some conscious ideology But, 
the mator mobilisers of peasants and agn 
cubural labourers from the colonial period 
to quite rcccntiv-communists and socia 
lists—worked with an ideology that did not 
comprehend the processes of exploitation 
which Pandian has shown 1 hat is, they ig 
noted ensironmental issues, did not under 
stand the peasant labour process and believ 
ed all tights should be directed against local 
exploiters—landlords, capitalist farmers or 
moneylenders Peasant struggles on forest 
issues or land revenue issues—that is against 
the state- had to take place during the col 
onial period under Gandhian oi other non 
communist leadeiship 

The theoretical Iramework which underlay 
the ideology ot left organisers is more oi less 
the same as that underlying the 'mode of 
production' debate What Pandian’s analysis 
raises is the very basic question ol whether 
this framework is adequate for an understan 
ding of the impact ot capitalism (both in 


“AZAD’ wrote Douglas, “in death as in lilc 
IS alone” Howeser, as the political has con 
tinued to eric oach upon the religious- ot 
which Aead was a unique amalgam -othei 
graves have been added to that mmdan bet 
ween the Jama Masjid and the Red Fort The 
omission of this tragmeni ot information is 
perhaps the only one in Oail Minault and 
Christian lioll’s revision ol the l%9 Douglas 
doctoral thesis Though the Nehru ‘shatabdT 
eclipsed A/ad's centenaiy (he would not 
have begrudged that to his “tnend and com 
rade”)> >t was suitably marked by the release 
of the much talked about ‘thirty pages' An 
unseemly court battle over, these have finally 
seen the light of day and we have Azad's 
complete account as *old to Huinavun Kabir 
Just as the edited version had provoked 
Abdul Waheed Khan to present “the other 
side” (Pakisuni), the unedited has provoked 
Rajmohan Gandhi to controvert foi “many 
are liable to recycle material from India Wins 
Freedom" The controversy does not appear 
io<have noticeably diminished the prominent 
place Azad occupies in political imagination 
The artistic temperament that drove Azad 
“to go m the evenings to the laj Mahal to 
play his sitar" appears to have led him, at 
times, to improvise on his life story Fie 
Specifically had to disown the legend that 


Its colonial form and today) on agranan 
structure 

Finally, it may be said that the points 
which Pandian does make in his critique of 
this debate are interlinked The partiapants, 
by and large, had little concrete study of the 
Indian reality, ignored^ the issues of the 
forces of production (tkhnology and en¬ 
vironmental issues) and did not take a 
holistic viewpoint partly because they looked 
at fhe issue from the view of capital 
capitalism fragments the production process, 
treats nature as a ‘free good’ without being 
concerned about the consequences of en 
vironmental degradation, rampantly extrac 
ting natural resources at no cost or low price 
for the purposes of accumnlation From the 
potm of view of the peasants themselves, the 
production process cannot be fragmented, 
environmental issues, whether land degrada 
tion qr access to common resources, cannot 
be Ignored, and exploitation is exploitation 
whether it is at the hands of the landlord 
or the state and its functionaries Studies of 
Indian agricultural change need to piocecd 
more from the viewpoint of the toilers them¬ 
selves- men and women both Pandian’s 
study IS a good step in that direction 


he had attended Al Azahar even though it 
may have been construed from his remarks 
to Mahadeo Desai But even aftei such defi 
ciencies are allowed for, a noble edifice re 
mams For there is no denying the brilliance 
ol his first rate mind, erudition, prodigious 
eaily accomplishments, sagacity, innovative 
ness in devising enduring institutions, and, 
above all, his political judgment Fie is near 
enough to us in history for us to know this, 
so, his considerable achievements need not 
be repeated ad nauseam 
Rajmohan Gandhi asserts, “Remove him 
from history the drama of Flindu- 
Muslim partnership in the movement for im 
dependence is then robbed of its Muslim 
protagonist” But to fall into the trap of this 
imagery is to ignore the reality that the 
Maulana symbolised and also iqj^ artifice 
into everyday life for every Azad and Khan 
Abdul Ghaffar Khan thm were tens of 
thousands of Amtus Salaams and Khudai 
Khidmatgars There were also many among 
the ulema who- spoke against British im¬ 
perialism before It became fashionable to do 
so, perhaps, because this group was drawn 
largely from the artisan class that European 
manulactures destroyed Given all this the 
unity of religious communities was not a 
farce of a partnership for greater profit It 


became that, much later, to Aaad^ tflMML 

One of the major hindsighu piwMM hy 
Azad IS that the Congress as an organisa¬ 
tion and many of its leaders in person ■were 
not above making communal hiv while (he 
sun still shone on the British empire: Thirty 
years latei, from his grave, he testifies to his 
belief m the veiactty of the stories about the 
side-linmg of Nariman in Bombay and Syed 
Mahmud in Bihar Fie believes that that does 
not in any way mitigate Syed Mahmud's, 
later, secret correspondence with the viceroy 
to secure his personal release It is equally 
significant that Azad omits the account that 
Douglas provides of his own steadfast 
refusal to avail himself of the offer to let him 
visit his wife on hei deathbed His abnega¬ 
tion IS complete And in the legal wrangling 
o/cr the publication of the sealed pages we 
had a glimpse of his relatives as they ap 
peared through the media ordinary Muslims 
following lowly trades (It is in sharp con¬ 
trast to most politicians, particularly that of 
Rail Ahamad kidwai's clan which appears 
10 have levitated to di/zying heights on the 
magical powci of his name) A/ad's revela 
tion (how It must have galled him to admit 
there was an element of truth to Itnnah s 
dtsciiption ol him as a “showboy” and 
desiription of the Congress as a ilindu" 
party) is confirmed by Mahatma Gandhi s 
use ot religious idiom, the Khilafat move 
ment and the Nehru chant of gai miTi mat 
which were all mixed signals that the C on 
gress used to mobilise Irom the religious 
communities 

In his monogiaph Rajmohan C.andhi 
uses textual analysis rathci than a contextual 
appioach He, iticrclore subjects all the later 
additions to close scrutiny One cannot sum 
manse his 120 page eommemarv without 
doing It iniustici But if we take one of ihe 
shortest passages with the shoiter eommen 
taries we have ‘>Vc therefore took steps for 
bringing soldiers in from the south more 
rapidlv” |A/adJ f'liina facie the word ‘we” 
suggests a collective decision whether by the 
cabinet or Mountbatten's emergency coun 
cil IS uncertain Rajmohan Gandhi however, 
finds It difficult to petmit such a role to 
Azad He baldly asserts, “There is evidence, 
however, that it was Patel who brought in 
soldiers from the south" No such evidence 
in the shape of government orders is however 
presented, but, he blithely adds, “Controll 
ing disturbances was after all the function 
of the home ministet” All this implies is that 
the guilt of the deaths of millions lay on the 
head of Sardar Patel He adds equally un¬ 
convincingly, “K Santhanam who was in 
Delhi in 1947 has recorded, ‘The Sikh and 
Rajput soldiers who were supposed to pro¬ 
tect Delhi indulged in attacking Muslims and 
though the Sardar Was supposed to be anti- 
Muslim, he felt about the atrocities against 
the Muslims as much as he felt about the 
Hindus in Punjab' ” What access one K San¬ 
thanam had to the private universe of emo¬ 
tions of the Iron Man is unclear Such “new 
history” is derived from a none loo “new 
source” a commemorative volume entitled 
This was Sardar The concluding lemark, “It 
was only when the Madru Regiment which 
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Iw{md ^Swdar ftud’] bad suintnoned bad 
come to Delhi that he felt secured. Sutely this 
begs the question whether the Muslims of 
Delhi, rather than the Sardar, were to feel 
secure and protected. 

If one were to fight Hre with fire one may 
turn Rajmohan Gandhi’s, “Azad... blames 
Atel when he is not there to defend himself’ 
to Azad’s defence and claim Rajmohan 
Gandhi attacks Azad “when he is not there 
to defend himsdr'. Such linguistic gymnastics 
might impress, but only momentarily. Ar¬ 
raigning texts against texts is good exegesis 
but poor history. 

The overpowering message of Azad is 
that, in his judgment, partition was nol in¬ 
evitable. It could well have been averted. In¬ 
deed it came close to being avoided. It was 
not a tragedy in which the dice was loaded 
by a Shakuni (unless one believes in a con¬ 
spiracy theory under which Edwina Mount- 
batten seduced Nehru to accept the plan in 
order to legitimate in modern international 
law the division of countries on religious 
grounds to appease the memory of her 
Jewish grandfather Sii Ernest Cassel who 
“battled his way to immense fortune and 
through his role as private hankci and finan¬ 
cial adviser to the future Edward VII lodged 
himself in the innermost temples ol the 
Establishment") though its results weic more 
gory and enduring than the Mahahharat We 
had a choice then as we do even now. 

Recent demands for greater provincial 
autonums, in Punjab and Kashmii in acute 
form, and the collapse of the Soviet empire’s 
myth of mtcgiating nations thiough econo¬ 
mic means rather than politics that ensnared 
Nehru and a whole gcnetaiion. today 
militate in lavoiir ol A/ad’s concept ol a 
looser federation That a scheme he ad¬ 
vocated so mans yeais ago has relevance lor 
out own times sav- much loi Azad’s political 
acumen. 

Azad believed. ’’ I he basis ot paitition was 
enmity between Hindus and Muslims The 
creation of Pakistan gave it a permanent 
constitutional form Nevertheless the die 
IS cast The new state ol Pakistan is a fact 
It IS in the intere.si of India and Pakistan that 
they should develop fnendly relations and 
act in co-opciatioii with one anothed’ This 
also is of iteniendous relevance. With the in¬ 
tegration of national economies of political¬ 
ly autonomous nations and the emergence 
of supranational economic states, there is 
scope for cooperation among the nations of 
South Asia, especially given the complemen¬ 
tarity of their economies. 

Finally, Azad was revolted by the sugges¬ 
tion that the minorities in the domain of 
either country be held as hostages for the 
good conduct by the majority in the other 
state. It was repugnant to him that the world 
be split into Muslim (Darul Islam) and non- 
Muslim (Darul Harb) any more than pure 
(Pak) and impure because he fervently 
believed that the entire world created by god 
was his mosque. He realised, which few 
Muslims do even today, that for the fore¬ 
seeable future Islam must come to terms 
with its role as a sept in the house of unbelief 
(Darul Harb). 
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Althoush the perspectives concemins the role of communication in deveiopmenc nave 
changed since the 1950s and 1960s, the need for development communication le- ? 
mams as important today. This book provides a concise historical review of the field < 
of development communication, and a comprehensive discussion of theory and prac¬ 
tice in this field since the 1940s 


"The present volume is organized in terms of historical eras and is very comprehen¬ 
sive While the central interest is the role of communication in development, the wider 
context of communication (such as colonialism, religion, militarism, and technology) 
IS also treated The encyclopedic nature of the book is indicated by the fact that even 
though I am a specialist in this field, I learned a great deal from reading it. This book 
will be useful to scholars and students of communication for development, to officials 
in charge of development programs, and to others who wish to understand an impor¬ 
tant paradigm shift in a field of great importance to social science, and to the world." 
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FRIENDS, ''1^' 

It IS iny pleasure to welcome you all to the 32nd 
Annual taeneial Meeting ol youi Corporation I am 
very happy to report the excellent perlormanca 
achieved by your Corporation in all the key 
operational areas 

ECONOMIC REVIEW 

The year 1990 9’ wa- marked by a moderate 
overall growth in the btate etonomy There has 
been a marginal fall in agricultural production 
compared to previous year p trtir ularly food grama 
production is expected to decline to about 64 lakh 
tonnes during the year from 71 lakh lonnos achieved 
in 1989 90 The growth in industrial production is 
anticipated to be moderate at 4 to 6 pf icent during 
the year There has been o nrurked increa* e in the 
production ol silk fabric s .andal wood oil saleable 
steel sugar .ind iron ore as compared to the 
corresponding period ot last year 

A new industrial policy was announced by the 
Government ol Karnataka etiictivo 'rom 1st of 
Octobor 1990 Notable features ot ‘his policy are 
maior concessions toi new industries incentive 
packages to employment ormntod rural indus‘ries 
and dispersal ol ndustnes to backward areas 

KSFC a a regional development bank has a mafor 
role to play in the implementation ol the industrial 
policy ol the State Govurnment as has beim done 
In the past 

WORKING RESULTS 

I am nappy to inform that your Corporation has 
registered yot another commendable performance 
during 1990 91 Ouiifig the year under review the 
Corporation generated a gross revenue ol R' 
61 16 crores on cash basis as again t Rs 51 52 
crores during 1989 90 

The working ol l*ip Corporation durng the year 
1990 91 resulted in a net profit of Rs 9 01 riore‘ 
before providing for taxation a against the piotit ot 
Rs 8 30 r rores in the prev ou yi ar 

OPERATIONAL HIGHLIGHTS 

The perlormance of the Corporation against the 
targets set lor 1990 91 e as lollows 

PERFORMANCE OF THE CORPORATION 

,An!Ounf R* in t rortsi 


S! 

No 

Part culjr 

1 it(i>t 

At h Hve 
rrunt 

Arh 1 vt 
OEft 

1 

Sanctions 

20 >00 

25807- 

128 05 

2 

Disbuf'pmGnt^ 

’6. 0(1 


• tl7 '2 

3 

Ret ovoty 

125 00 

11’22 

109 78 



‘Intiude brdneloirrlh 7'OCiore 

The financial a‘si,tahtr provided by the Corpora 
non during thr year is experlod to generate 
employment lor . Oh lakh porson' Total invo'l 
ments cattly'ed hy Ihr financial assistance e 
expected to or a'ound Rs 418 croies and the 
value ol oulpu* Iroin II esc nve.mient' is osti 
mated at R, 1 POS i rores 

CLEARANCE OF APPLICATIONS 

The average l me taken for clearance ol an 
application was Ji day ■ durii g the year as against 
?2 days in the pieviou' year ndicating the efficient 
and systematic handling ol cases 


Sri. J. Aioxander, IAS 

Chairtnan 

FLOW OF ASSISTANCE 

In consonance with the Industrial Policy ol both 
the Central and Stale Governments the Cor 
poration laid emphasis on dispersal of indus 
tries to backward areas increased assistance 
to small scale ndustnes end rehabilitation of 
sick units 

1 ASSISTANCE TO BACKWARD AREAS 

During the year the Corporation sanctioned 
loans of Rs 113 65 crores to 466' case"' in 
backward districts as compared to Rs 89 46 
crores sanctioned to 4710 cases during 1989 
90 About 56% ot the cases sanctioned during 
the year are in backward areas and amoum 
wis( 45% assistance is availed of by back 
waid areas 

2 ASSISTANCE TO SMALL SCALE 
SECTOR 

The Corporation continued to increase the 
coverage ot small <<ale industry sector Dur ng 
the year an amount ot Rs 166 98 croies ha^ 
been sanctioned to 6185 cases in the SSI 
'ector as against Rs 125 70 crores to 6060 
cases during the previous year Nearly 67 % ol 
thu total tinancial assistance extended during 
the year is availed ot by SSI ..ector The 
cumulative assistance lo the SSI soctoi amount 
inq to Rs 7/3 6'' crores was sanctioned lo 
37 667 cases which is 68 f% ot the total 
sanctions in term' of amount and 79"» in term<- 
ol number ot cases 

3 ASSISTANCE TO LOCAL 
ENTREPRENEURS 

It IS heartening to note that 99 66% in terms ot 
number and 96 53% in terms of amount has 
gone m favour ot local entrepreneur' 8256 
lor al enlreprenaurs were assisted to an extent 
cl Rs 212 19 crores during the year 

4 ASSISTANCE TO RURAL 
ENTREPRENEURS 

To help adisans and village ano cottage indus 
tries in rural areas Rural industrialisation 
scheme was intioduced by the Corporation two 
years ago During the year 1201 entrepreneurs 
were provided with an assistance of Rs 6 90 
crores as compared to Rs J 67 crores sane 
tioned lo 729 entrepreneurs in 'he previous 
year The cumulative assistance undor the 
scheme stood at Rs 10 98 crores to 2008 
entiepreneurs 

5 SINGLE WINDOW SCHEME 

Single Window Scheme introduced two years 
ago lor providing both term loan and working 


capital rs becoming popular among small antrepra 
neurs Ouring trie year 876 entrepreneurs have 
ava'Ied of Rs 26 37 crores and the cumulative 
assistance under Single Window Scheme stood at 
Rs 41 05 crores lo 1494 cases 

8 REHABILITATION OF SICK UNITS 

The identitication and rehabilitation of potentially 
viable sick units continues lo be a thrust area 
During the year 201 units involving an assistance 
ol Rs 9 65 crores were rehabilitated Since incep 
lion ol 'stmanre scheme tor rehabilitation of sick 
units a 'otal number ol 1148 units have been 
provided assistance aggregating lo Rs 46 68 crores 

PROMOTIONAL AND DEVELOPMENTAL 
ACTIVITIES 

KSFC as the principal financial institution in the 
Stale has taken the leading role in organising 
number ol promotional activities on its own and in 
association with othir devnlopmental agencies 
During the year a^ many as 728 promotional 
programme' werr conducted by the Corporation 
benefiting 56 165 sntrepieneurs 

TARGETS FOR 1991-92 

The Corporation has set the lollowing target, for 
ths year 1991 92 

SANCTIONS R' 2M4 20 t rorw' 

DlbBURSFMENT', Rs 239 84 C ri re 
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SPECIAL ARTICLE 


Capital, State and Petty Trading in Calcutta 

Nandini Dasgupta 

The rapid growth of small-scale economic activities such as petty trading, in most third world cities is general¬ 
ly attributed to the dynamism of the urban centre and its ability to attract capital and labour. Calcutta, however, 
has followed a different path of change, for while it was abandoned by foreign and indigenous industrial capital 
soon after independence,' the continuing rural-urban disparity attracts large influxes of workers to the city who 
have little choice or scope for mobility, operating as they do within the constraints of persisting stagnation. 

This article argues that at the sectoral level, the case of Calcutta shows the kind of capital which dominates 
determines the path of change for the dominant mode of production, and also the nature and form of petty 
commodity activities articulated to the dominant mode. 


THIS paper examines the relations between 
capital, the role of the state and the growth 
of petty trading in Calcutta. The relations 
between the state and the different types and 
segments of capital is seen to affect petty 
trading at sectoral and sub-sectoral levels. 
The initial flight of capital strengthened by 
the anti-capital stance of the Bengali politi¬ 
cians led to persisting stagnation and 
heightened the importance of petty trading 
in Calcutta's stagnating economy. At the 
sub-sectoral level, certain segments of com¬ 
mercial capital influenced the administration 
of the Congress government during the 
1970s to limit the spread of this sector, shap¬ 
ing all subsequent policies towards this 
sector. This paper shows that the needs of 
the workers of this sector has never been a 
factor at the policy level. 

Petty trading has been one of the most 
rapidly growing economic activities in 
Calcutta's urban economy in the last two 
decades. This is neither unexpected nor sur¬ 
prising for It is a trend observed in nearly 
all major third world cities in the post¬ 
independence period The growth of such 
small scale activities in these cities is general¬ 
ly attributed to the dynamism of the urban 
centre and its ability to attract capital and 
labour. While the capital finds lucrative in¬ 
vestment in capital intensive activities, the 
excess labour moves into labour intensive, 
low productivity and low income activities. 
However, a dominance of the urban 
economy by industrial capital, foreign or 
indigenous, is implicit in this model. 

Calcutta, in the post-independence period 
followed a diffc'ent path of change. Unlike 
most third world and other Indian cities, 
Calcutta was unable to strengthen its links 
and dominance established in the colonial 
period, as it was abandoned by foreign and 
indigenous industrial capital soon after in¬ 
dependence. Large- and small-scale capitalist 
production first grew very slowly, then 
stagnated and Tinally declined. But the con¬ 
tinuing rural-urban disparity attracts large 
influxes of workers. As opportunities for 
income generation got increasingly restric¬ 
ted, the workers looked for alternative means 
of livelihaod. Thouah the inherent character 


of petty trading in the third world cities is 
not questioned, ii is important to note that 
in most cities workers are placed in a 
dynamic growing centre where the scope for 
vertical and horizontal mobility is real. In 
the case of Calcutta there is little choice or 
scope for mobility as workers operate within 
the constraints of persisting stagnation. In 
this structure of limited employment oppor¬ 
tunities and limited mobility in Calcutta, 
small-scale activities acquire greater 
significance. Among such activities petty 
trading becomes a real alternative. Further, 
the high level of persistent unemployment 
among the educated Bengalis is forcing a 
class realignment. Unable to even reproduce 
their conditions, they are attempting to enter 
the urban economy at a lower level, through 
petty trading. Il is thus a source of livelihood 
to illiterate migranl.s from other states, to 
unemployed resident urban workers, a large 
number of whom are educated, to migrants 
and commuting workers fiom the neigh¬ 
bouring districts I hus this paper argues that 
at the sectoral level, the case of Calcutta 
shows that the kind of capital which 
dominates determines the path of change for 
the dominant mode of prcxluction, and also 
the nature and form of petty-commodity 
activities articulated to the dominant mode. 
Hence a study ol the role and importance 
of a petty commodity .sector in an urban 
economy needs to examine the relations 
between the state and different types of 
capital present 

At the sub-sectoral level, the politics of 
petty trading shows that while the scope of 
this activity increa.secl because of absence of 
industrial capital, sections of commercial 
capital created conditions for its growth. 
While the mahajans who established links 
with petty traders stood to gain, other 
sections of commercial capital resisted its 
growth. In the early seventies, the latter 
groups were obviously powerful enough to 
in.luence state attii.ides at administrative 
level. The Congress government's stand on 
the issue of ‘hawkers’* and the paitern of 
eviction of hawkers reflected neither a con¬ 
cern for the workers of this sector nor an 
understanding of the socio-economic pro¬ 
cesses affecting the city. The state's attitude 


at that time and the constant threat of evic¬ 
tion slowed down the process ot consolida¬ 
tion and stabilisation of the petty trading 
units. This not only forced a greater 
politicisation of the sector, particularly of 
urban middle cla.ss workers, but also resulted 
in the next government in power (the l-cfl 
Front) adopting a stance contrary to that of 
the Congress. In other words, the non- 
interventionist policy of the Left Front 
government towards the petty tn.deis was 
politically convenient. The government’s pre¬ 
sent policy reflects neither ihe needs of the 
sector nor an urderstanding of the socio¬ 
economic processes affecting the city. At the 
sub-sectoral level it is therefore argued that 
to explain the role of the state and its in¬ 
fluence on the petty commodity sector, it is 
essential to understand the relations of the 
state with different types of capital and the 
political priorities of the government. It is 
these relations and priorities which are fun¬ 
damental in shaping the activities of the 
petty commodity .scctoi. 

The purpose of Section I is to show that 
it is the combination ol an absence of a 
Bengali capitalist class, the negative relations 
between the state and industrial capital 
which did remain and the inability of either 
to influence the decision-making at either 
the national or regional level which resulted 
in persistent stagnation which gradually 
choked off alternate avenues of employment 
enhancing the status of petty trading in 
Calcutta’s urban economy and in its limited 
employment structure. This section therefore 
examines why there is an absence ol a locally 
based industrial capitalist class and how the 
growing inertia in the local government since 
Ihe inter-war period combined in the post- 
independence period with Calcutta’s peculiar 
brand of political culture, us factionalism, 
militancy and political patronage to result 
in the deviations from the urban dynamics 
observed in other third world cities. This 
argument is grounded m empirical evidence 
drawn from an earlier study by the author.^ 

Section 11 of this paper takes up the 
analysis at the sub-sectoral level to show that 
the needs of the workers of this sector has 
never been at the heart of the matter. It 
shows that first, il was the needs of certain 
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sectors of commeiciai capital which genera-' 
ted the hostile policies of the Congress 
government in the early seventies, and sub¬ 
sequently it was the political pritnrities of the 
left From government which led to its adop¬ 
ting a non-interventionist policy towards tlK 
street traders. This section concludes with 
the socio-economic and political implication 
of this laissez-faire policy. 

I 

Flight of Industrial Capital, 

Stagnation and Petty IVading 

Calcutta was one of the strongest colonial 
cities, an enclave of capital accumulation 
and a centre of investment. However, even 
in the colonial period there was one major 
difference with other colonial port cities. 
Most colonial cities were centres for in¬ 
dustrial and commercial capital, like 
Bombay. Calcutta also attracted foreign and 
indigenous capital because of its status as 
the largest metropolis, but the indigenous 
industrial capital was controlled by groups 
based outside Calcutu and the eastern 
region. This was crucial when the national 
economy reorganised and reorientated itself 
to the national/internal market. 

The political independence and economic 
reorganisation which helped other centres to 
strengthen their links assisted in destroying 
the links and relationships of this regional 
urban system by deflecting the forces which 
would have strengthened Calcutta’s system. 
It is argued that such a process is initiated 
when local capitalists no longer And it at¬ 
tractive (for reasons economic or senti¬ 
mental) to invest in a particular metropolis 
either because an altomate site is mor* 
lucrative or because the metropolis, unable 
to cope with the changed situation, became 
inefficient and inadequate. As the power of 
the metropolis is undermined, the centre 
becomes weak and exogenous factors 
become important. With the basis of earlier 
domination weakened, internal contradic¬ 
tions of the urban system surface and 
stagnation sets in and hastens the flight of 
capital. However, the flow of people into the 
city tends to continue for a while because 
disparity’ is still present. In the absence of 
growth in industrial employment, these 
people have no alternative but to become 
self-employed in the commercial seaor. 

Calcutta’s class structure and the socio- 
demographic composition of the capitalist 
class has, therefore; been an essential factor 
in CalcutU’s stagnation. Calcutta failed to 
develop a locally-based industrial capitalist 
class^ which could dominate at the national 
and regional level. Further, at the state levri, 
because of the economic dominance of non- 
Bengali groups, an anti-capitalist stance was 
a common denominator among all Bengali 
politicians. The inieiests of industrial capital 
were rarely represented at the political level 
in West Bkengal. 

Bengali capital rarely dominated Cal¬ 
cutta’s urban ccohomy. In the colonial 
period, foreign industrial and commercial 
capital was picdomitutni, with ethnic capital 


from western India playing an increasingly 
dynamic role, first in commerce and then in 
industry. Bengali wealth generated during 
this period was spent on conspicuous cwi- 
sumption, commerce and real estate The 
source of this wealth was in the political, 
structural and administrative changes 
initiated in the late 18th century. The first 
of these changes was a reorganisation of the 
^land tax system and the imposition of the 
'‘zamindari system.’ The net result of theK 
changes were far-reaching. Most cultivaton, 
whether formally landless or not, were 
reduced to near subsistence, as the sodal 
safeguard against proleurianisation* was 
discarded in the search for higher revenue. 
On the other hand, moneylenders and 
landlords strengthened their position as they 
monopolised commercial agriculture, which 
expanded without an increase in productivity 
or increase in reward to labour. The inten¬ 
sification of rural poverty as a “larie 
number returned to the land”, following the 
introduction of manufactured goods and 
subsequent deindustrialisation, had a 
depressing effect on the level of the wages. 
“Normally the demand for labour increases 
with accumulation, the workers being 
recruited from pre-capitalist societies in 
decomposition. There is a certain equili¬ 
brium between the growth in the supply of 
labour and the growth in the demand for H” 
(Amin, 1974: 156). In Bengal where no 
accumulation of industrial capital took place 
alongside the decomposition process, the 
disequilibrium between the supply of and 
the demand for labour worsened. Though 
some of the relations of pre-capitalist mode 
nf production were destroyed, the dominant 
c,. .—d survived intact, and the old mode 
of production retained to that a very dense 
rural population could be support^. The 
landowners/zamindan became wealthier as 
they turned to commercial production and 
moved to live in Calcutta as absentee 
landlords. As the value of land increased the 
position of the ground rent strengthened. 
Indigenous capital finding iu entry into 
industry blocM, was tnntferied to the 
urban centres, primarily Calcutu in the 
eastern region, into financing commercial 
activities, conspicuous consumption and real 
estate. 

Within Calcutu itself the dominant locri 
business group was being replaced by tradiiig 
communities, fust from UP (Khairis) and 
subsequently by Marwaris (from Marw, a 
region in Rajasthan). Dading in Bengal h^ 
been domiiuted by a few Bengali merchant 
houses till the early 19th century. They were 
gradually edged out of their dominant por¬ 
tion by the Khatris. 

The movement of ethnic captal to 
Calcutta, the new enclave of accumulation, 
can be attributed to the weakening of 
Moghul empire and the greater insecurity 
associated with priitkal instability. TiMy 
. gradually took over the wholesaliiig and 
indigenous banking activities. Both the 
Bengali merchant and Khatris hwsHad 
heavily in urban and ruial nM mtatr TUs 
was boauise indigenous capital Si> restricted 


from entering manufacturing activilim by 
government licensing policy, and those open 
to entry were not lucrative. As Bagchi notes, 
“It is simply that under the policy of free 
trade and with an economic environment 
where mass pt.verty was endemic, it was not 
profitable to invest in domestic industry for 
supplying the home market’’ [1982:91]. 

The effect of investment in r^ esute was 
to push up the price of land. The means of 
getting a quick return to this investment was 
constructing slum-like dwellings to let out, 
and secondly, to “farm the land by small 
shopkeepers”. The migrant trading group 
preferred to ‘people* theii market 
members from their own community and 
district. Thus the trade in indigenous com¬ 
modities came to be dominated by Khatris. 
However, the Khairis were displaced by the 
Marwaris at the top, although they con¬ 
tinued to control the trade at a lower level. 

Marwaris gained control of the trade in 
jute, oilseeds, and in indigenous banking. 
While the other groups had invested in real 
estate, this group operating from obscure 
lodgings, retained a strong “hold on inter¬ 
regional money circulation and the flow of 
imported cloth and spices Such a long 
distance interlocking network provided a 
cushioning system in an overall situation of 
highly constricted supply of capital, to which 
the Bengalis never seriously addressed 
themselves except in a local setting” jSinha, 
1978: 59]. Calcutta had acquired a powet- 
tul trading community with its roots, hence 
Its loyalties, outside the region. That is 
Calcutta had failed to develop a locally- 
based capitalist class, and this was to have 
a far-reaching effect in the post-independent 
period. By l8S0s an Indian capitalist class 
had emerged in western India, which had 
started to build up a cotton textile industry 
to supply yarn to local weavers and export 
to China 

Calcutta and Bombay gained substantially 
from industrialisation, following the first 
phase of import substitution starting 1914. 
But a major difference between the two aties 
was that most industries in Calcutta had 
been financed by British and Mar wan 
capital, while in Bombay it was controlled 
by the locally-based capitalist class. However, 
t^pite the loss ot its political status to New 
Delhi in 1912, Calcutta was expanding its 
production base. But there were signs of 
inertia in civic administration. Ashraf (1960: 
3] notes that “there is little evidence of any 
appreciable improvement in the city’s 
administration since before World War 11”, 
The year 1943 brought the first influx of 
refugees aftci the famine of Bengal. The 
period between the beginning ot tne 20th 
century and 1947 saw rapid industrialisation, 
the beginning of inertia in the city govern¬ 
ment and the start of an influx re*' .'•res. 

In the post-independence period, ii is this 
absence of a Bengali industrial capitalist 
class which was to be crucial for Calcutta's 
economy. Industrial capital started moving 
out of Calcutta soon after independence as 
mobility of capital and the scope for invest¬ 
ment improved. This altered and reduced 
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QricutlA podtioa in the iMtwnal urbui and 
power hioirchy and hence its ability to 
influence decinon-making at the national 
tevei The Indian capitahst class had sub¬ 
ordinated short-term interests to long-term 
class intoesu and had played an active role 
In the national movemenL This enabled 
them to participate actWely in the policy 
planiung after independence. Hence this role 
has been viial to the pattern of economic 
reorganisation and capital movement that 
iMIowed Secondly, along with industnal 
and commercial capiial, industnal employ 
ment and commercial enterprise was also 
dominated by vanous ethnic groups The 
Bengali reaction to this economic incapaaty 
can be observed primarily at the political 
levrl All attempts by non-Bengali politi¬ 
cians, repicKnting economic interests, to 
enter politics were frustrated The interests 
of capital in West Bengal were never 
represented at the political level As a result 
when the cost of reproduang capital increas¬ 
ed due to growing inefficiency and political 
unrest, it could do little to reverse the trend 
This merely hastened the flight of capital 
The political impotence imposed on in¬ 
dustnal capital combined with political and 
eronomic changes at the national level, and 
the influx of refugees, factionalism, 
economic opportunism and Calcutta’s 
peculiar brand of political culture at the 
local level resulted in the present stagnation 

In the Indian public economy capital from 
various segments and regions ‘Tight and 
bargain for their share in the spoils of the 
system” [Bardhan, 1988] The direction of 
events in the post-independence period in 
Wrst Bengal and Calcutta indicate that the 
flight of capital depnved the sute sub¬ 
stantially of this bargaining power at the 
national level 

The capital flow into Calcutta dried up 
soon aftm independence even though it 
showed the highest per capita savings and 
at that time had an adequate infrastructure 
for industry Calcutta was no longer attrac 
tive once indigenous capital was free to move 
within the country Perhaps the presence of 
a group of locally-based industrialists might 
have changed the trend Of course it can be 
argued that not ail states in India have their 
own group of industrialists Most states and 
metropohum authonties have made it worth 
while for new capital to move into their 
states by offering incentives, subsidies and 
most important efficient management The 
pmnt being stressed is the fact that capital 
moved opt of Calcutta even before these in- 
^tives were being offered by other states 
iuid aties 

Beneath the veneer of administrative ef 
flciency and pditical stability of the first 
decade. West Bengal’s and Calcutta’s 
economy had begun to slide Though this 
was not immediately apparent, it was soon 
reflected in the statistics Mitra [1963] and 
Bose [196S] noted that the city was growing 
too slowly While Calcutta was “stricken 
with an oppressive constriction Bombay 
was planning to accommodate the accelera 


Source Dasgupu N (IMS), ‘Geography of 
dissertation Umvenity of Bombav 

ling m-migrabon mt^ [Mitra, 1960* 31] The 
flrst signs of disinvestment in Calcutu was 
reflected in factory employment and in the 
revenue generated Between 1931-60 regional 
factory employment in Maharashtra and 
Gujarat increaUd by 4S per cent and 13 per 
cent respectively, while in West Bengal it 
increased by less than 5 per cent While West 
Bengal’s revenue declin^ from R$ S41 m to 
Rs 496 m, Maharashtra increased its revenue 
during the same period from Rs 510 m to 
Rs 526 m (Mitra, 1963] 

For the capiul which remained, it was 
unable to influence the state apparatus to 
act in ns interest The Bengali reaction to 
the economic incapacity was to impose a 
political impotency on this group, so that the 
interests of this group was never represented 
at the political level Vinner (1962 101 102] 
in a discussion of Politics of Scarcity observ 
ed that “in West Bengal, the intellectuals 
have noted that while the state is populated 
pirdominantly by Bengalis, economic power 
IS in the hands of non Bengalis factory 
workers Irom Bihai, UP and Orissa and 
Marwan industrialists and commercial 
eniiepreneurs Even many of the shops, 
buses and taxicabs as well as the important 
rice trade are in the hands of non-Bengalis” 
The Bengali reaction to this economic in 
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capaaty is observed pnmanly at the political 
level In the post independence period, aU 
political factions in the Congress succettfiil- 
iy obstructed every attempt by non-Bengali 
industrialists and other hopeful politiaans 
to enter into state politics The state 
assembly, state government, bureaucracy and 
political leadership are all dominated by 
Bengalis In fact “ non Bengali groups are 
not represented within the governmental 
framework in spite of their substantial 
numbei’ [Weiner, l%2 102] The first at¬ 
tempt to involve industrialists in state pohtics 
was made by R C Roy However, the strong 
opposition Irom within the party forced him 
to abandon his plans [Sengupta, 1988] Fur 
ther, the non Bengalis were also prevented 
from participating in urban management 
As Mitra [1963] noted, Bengalis of all 
classes, soaal backgrounds and professions 
were represented in the governing body of 
the corporation of Calcutta but there were 
no representatives of the business communi¬ 
ty According to Mitra, the economic needs 
and interest ol the urban economy were 
never quite represented at the policy level 
This struggle to keep the industrial capilalisi 
class from influenang state politics could be 
said to be an expression of the constant class 
struggle Bombay presented quite a contrast 
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where polide$ and management strategies of 
the Bombay Municipal Corporation were 
designed to meet the needs of the industrial 
and commercial capital. Mitra notes that 
Bombay in the sixties was efficiently manag¬ 
ed because the business community was in¬ 
volved, “Bombay was their passion". 

In the state derivation debate on state and 
capital, three positions can be identified on 
the content, form, function and limits of the 
Slate apparatus to act in the interest of 
capital in general. According to the first 
position (Muiller and Neususs, I97S| the 
automised state .stands above the fray. The 
social relations of an otherwise anarchic 
society are reproduced and the general in¬ 
terest of the total social capital is thus 
established, in a review of the second posi¬ 
tion, Holloway and Picciotto [1978:23] note 
that, according to Flatow and Huisken, an 
autonomous state is necessary because “rela¬ 
tions of competitions existing between dif¬ 
ferent classes of property owners make it im¬ 
possible for them to realise their common 
interests other than through the state”. 
Hirsch, occupying the third position, slates 
that within capitalism the appropriation of 
surplus requires the relations of force to be 
abstracted from the relations of production 
and located at an instance standing apart 
from the direct producers. Thus the state is 
a historically conditioned form of relations 
of exploitation. 

Though these three positions differ in 
their analysis of the form and content of the 
state, common to all is the underlying theme 
that the function of the state relates directly 
and/or indirectly to the interests of capital. 
It is because industrial capital was unable 
to influence the newly emerging political 
system in West Bengal, in the post- 
independence period, that it was unable to 
check the growing inefficiency and 
mismanagement of the urban economy and 
the deteriorating infrastructure and which 
ultimately increased the cost of reproducing 
capital. It was the growing inefriciency and 
the political instability which substantially 
increased the cost of reproduction of capital 
and hastened the flight of industrial capital 
which had begun soon after 1947. 

The post-independence industrial expan¬ 
sion was naiui^ly accompanied by in¬ 
dustrial diversification and modernisation. 
In Calcutta, without any mcntionable invest¬ 
ment and sluggish growth, there was no 
question of modernisation and diversifica¬ 
tion of industry. That is, Calcutta failed to 
keep up with the pace and direction of 
economic change in the rest of India. The 
loss of locational advantage with price 
equalisation also affected Bihar, which was 
already one of the poorest and most 
backward states of the country. That is, 
Calcutta and the eastern states were thrown 
into a crisis from which they still have to 
emerge. However, a recent exception is 
Orissa, which after some aggressive 
marketing, now has the highest per capita 
investment in the country (CMIE). These 
two factors together largely determined 


Calcutta and West Bengal’s capacity to 
bargain and influence policies and events at 
the national level. 

Calcutta, as it unsuccessfully grappled 
with its internal problems failed to par¬ 
ticipate in the process of change and 
gradually slipped down in the national 
hierarchy of power. Hymer (1975) states that 
the importance of a region/place depends 
on its position in the “hierarchical system 
ol authority and control”. The relationship 
between the different centres is one of 
superior and subordinate with the decision¬ 
making occupations being centralised in a 
tew key cities. The structure of income and 
consumption will parallel the structure of 
authority and status. The process produced 
and established a different centre-periphery 
spatial structure in which Calcutta was 
relegated to the periphery. The new politico- 
economic structure which emerged was in¬ 
fluenced by the rapidly growing and increas¬ 
ingly powerful group based in the west who 
also actively participated in urban 
management 

The new division of labour at the national 
level led to increa.sing polarisation of capital, 
skill and productivity primarily in Bombay 
and Delhi and several other secondary cen¬ 
tres in the west and north. These gaps, once 
created, have been widened by state interven¬ 
tion in the form of price equalisation of all 
basic industrial raw materials and by the 
expansion of the multinationals and the rest 
of the private sector founded upon this inter¬ 
regional division of labour itself based upon 
the fundamental centre-periphery polarisa¬ 
tion of the economy. Secondly, accentuating 
and sustaining this pattern today are the 
market forces working against the eastern 
ii. . Being economically the most back 
ward, with a generally low level at wellbeing 
(see the Map) and small purchasing power, 
attracts' fewer consumer gtxids industries. 
Mohan (1989) in an analysis of manufactur¬ 
ing and urban employment between l%l-8l 
notes that “among the traditionally in¬ 
dustrialised slates the fail in the share of 
manufacturing employment and urban 
population is the highest for West Bengal" 
Furthei, “West Bengal suffers a drastic fall 
in the share of manufacturing value added 
from 18 per cent in 1%I to 13 per cent in 
1971 and to just under 10 per cent in 1981" 
(1989:2495). The period between 1%1 and 
1981 saw a regional dispersal of industry and 
doubling of industrial employment. In l%l 
Maharashtra and West Bengal each 
employed a fifth of the industrial workforce. 
In 1981 Maharashtra still supported 17 per 
cent of the workforce but West Bengal's 
share had declined to less than 14 per cent 
Basu [1988] and Robertson [1987] indicate 
that bwause of a decline in industrial pro¬ 
duction in West Bengal there has been a fall 
in the level of living. 

While it is the composition of the 
capitalist class which is largely responsible 
for initiating a stagnation it is the deterio¬ 
rating relations between industrial capital 
and the state which is responsible for- its 


persistence. The disinvestment, the declin¬ 
ing standard of living and the peniitent Ugh 
rates of unemployment in Calcutta’s labour 
market has shaped the way the petty trading 
sector has evolved. 

Empirical evidence suggests that petty 
trading has absorbed workers from all 
segments of Calcutta’s labour market which 
has a complex socio-ethnic composition. 
The city has a long history of migration 
from neighbouring states, with different 
groups dominating certain industries 
(R Dasgupta, 1981) in the manufacturing 
sector and certain occupations in the tertiary 
sector. A greater complexity has been added 
by the periodic influx of refugees belonging 
to the middle class and more educated than 
the local population [Sen, I960]. Also 
jostling for emplr^ment are the urban 
residents and migrants from the surrounding 
districts. It is estimated that there ate nearly 
100,000 street traders operating in Calcutta 
today.^ The number of street traders in 
Calcutta increased by 186 per cent between 
l%2 and 1972, a period marked by growing 
urban unemployment. As it absorbed a 
growing number of workers, street trading 
spread to every part of the city irrespective 
of the functional land use of the area and 
developed complex links and relations. 
However, a discussion of these links and 
relations is beyond the scope of this paper.- 

Evidence also suggests that though petty 
trading has attracted workers from all these 
groups It is more important to ihe city-born 
workers, some of whom are educated. 
Whereas the trends in the rate of entry of 
workers of ail socio-ethnic groups is declin¬ 
ing, it is rising for the city-bom workers. The 
differential trends imply that there is a group 
of workers whose employment options are 
being gradually limited. To appreciate the 
significance of the differential trends in the 
rate of entry of the different socio¬ 
demographic groups into petty trading, a 
brief description oi these groups is 
necessary. 

The two major groups were the Bengali 
traders and non-Bengali migrant traders. 

Bengali Ttaders (56 per cent Jr. The refugees 
from Bangladesh (20 per cent) are Bengali 
Hindus who mov^ with the intention of 
taking up permanent residence in Calcutta 
because of religious persecution. Most of the 
refugees belonged to the middle class group, 
the Bengali bhadniok. They svere totally 
uprooted and forced to sever all links with 
their country. They intended to me^e into 
the mainstream of life in Calcutta and after 
40 years their assimilation is almost 
complete. 

The second group (18 per cent) of Bengali 
trad .'$ are those who have come from the 
surrounding districts of Calcutta, while/- 
some are from the other districts of the slate 
Most of these intra-state mig'!>nts '*«e in 
Calcutta with their family. A third group (18 
per cent) of Bengali traders ate those born 
in the city, some of whom are educated. This 
group also includes the children of Ihe 
refugees born in Calcutta. 
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NaihBmi g a H Htigmi mknf44perantf: 
The non-Bengali migniitt fonm a virwd and 
complex group but they have one common 
purpose. The migrants from Bihar (28 per 
cent), UP (8 per cent), Onssa (5 per cent), 
Rniasthan, MP, Punjab and others do not 
come with the intention of takuig up per- 


Tabu I DrMcKiRAPHirCoMPirtiiiONor 
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Traders Bengali by origins 

55 89 

Sub groups 


Born in other districts of 


Wesi Bengal 

18 40 

< iiy born 

17 62 

Bangladesh rtiugers 

19 87 

Non Bengali migrant iiadt rs 

44 11 

Stale wise break up 


Bihar 

28 45 

UP 

7 50 

Orissa 

500 

Rajasthan 

1 26 

Other stales 

190 


manent residence (this does not indude the 
Khatris and Marwaru who form the bulk 
of the wholesalers and large retailers) For 
them the aty is just an economic space 
which provides an opportunity for boter 
living in their viUage They send back a 
major proportion of their income to their 
village and they themselves return to the 
village at the end of their work cycle, while 
their job or business is taken over by the son, 
relative or someone from the same village 
or district They have no desire to assimilate 
and live in ghetto like units, nor any inten 
tion of improving their standard of living 
in the Illy It has been estimated that 
R$ 1,500 million goes out ol Calcutta 
through small postal orders to the neigh 
bounng states everv year [Misra, 19871 Only 
one tenth ol that eomes back to the state 
Interviews with migrant street traders 
showed that all migrants send back about 
SO per cent of their earnings whieh ranged 
from Rs 150 to Rs 600 every month 
A break up of petty traders according to 
their pla«.e of origin and level of education 
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6 14 Years 15 24 Years 
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17 0 

■•4 4 


131 


13 0 
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24 3 

16 2 


14 0 


16 5 

Bingladesh 

19 5 

179 


•1 3 


21 1 

Bihai 

23 4 
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31 2 

UP 

4* 

70 


97 


II 1 

Orissa 

I 7 

39 


4 ■• 


1 8 
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25 

•• 7 


24 


5 Y 

Total 

375 

458 


321 


109 

Noll I his table covets 94 pet cent ol the sampled traders 1 he other 6 pet c»*ni were tievl sure 

when the shop was started 
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IS also necessary to understand the idationi 
among the various groups being drawn mtc 
this sector Starting with the highest level of 
education, it is noted that nearly 6 per cent 
of the petty traders are graduates A look 
into their background shows that they are 
all city-born and from the middle class In 
46 per cent of the cases the father ran a 
family business or was involved in trading, 
25 per cent had regular employment in 
clerical occupations and another 10 pm- cent 
were professionals like doctors, teachers, 
legal assistants and brokers They were all 
city-born but 50 per cent were second 
generation migrants from Bangladesh 
However, 8 per cent of the traders had a rural 
background They were all migrants from 
Bihai and UP 

In India a student is supported through 
his college by his family as little or no 
outside rmancial help is available This 
implies that whatever may have been the pro*- 
fession or occupation, the family income 
was enough to support the trader through 
his education This would place these 
families in the middle income group Thus 
we have a group educated, city-born, but not 
skilled m any particular activity, moving mto 
petty trading The presence of this group, 
however small it may be now, indicates a pro¬ 
cess in which a section of the resident mid¬ 
dle class IS sliding back into a low income, 
low productivity sector The process rsf1ec{s 
the effect of a stagnating core on the resident 
population The average age of these traders 
at the time of the survey was 34 On an 
average they had joined trading twelve years 
ago, that IS they were approximately 22 to 
23 in 1973 74 In other words, their time of 
entry conincided with the period of highest 
unemployment (Appendix Thble A) 

looking first at the trends and rate of 
entry into petty trading it is clear from 
the Figure that each group has a different 
pattern and rate of entry into petty trading 
The total entry into the sector appears to be 
slowing down, after having peak^ 15 years 
ago It also shows that all groups follow the 
general pattern except the group of workers 
who are citv born 

Ciiven these trends it would appear That 
in the face of industrial stagnation in the 
State, flight of capital, skill and business and 
political instability a large number of new 
urban entrants to the labour market in the 
mid 1970s had little choice but to take to 
petty tiadmg \Mule 41 per cent had no other 
alterative but to take up trading, nearly 26 
pet cent fell it was the easier way out of the 
(juagniire and 17 per cent said since all other 
avenues wea closed and they happened to 
know someone in trading it was the best bet 
Approximately 13 per cent felt it was a com 
bination of some of these and other personal 
reasons which pushed them into petty 
trading 

T hesr varying trends seem to suggest an 
increasing pressure on the resident urban 
workers and raises questions like why are 
fewer migrants entering the sector'' is their 
share m other sectors also declining^ Tb 
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answer these questions it is necessary to 
compare the trends and the pattern ol entry 
into other set tors by ihi different groups 
An inspection ot lands in employment of 
the various demogiaphic groups m thi dif 
ferent sectors of thi uiban economy suggests 
changing movements within the labour 
market The non Bengali migrant groups in 
mdustnat employment have maintained their 
ratios in industries where they control the 
union, in spite of rising unemployment 
among local youths 1 hough their propor 
tion in most other categories ot activity is 
declining, it has incitased frt'm H pei cent 
to 24 pet cent between I984 lo 1986 in 
‘engineering and eoniraetor firm [iMbour 
m IW>sr Bengal 1986] I he migrant groups 
from Bihar and UP conimtit to maintain a 
stronghold on tianspoitation and porterage, 
activities eloselv loiinecied to trading 
When these findings art examined in the 
context of decreasing urbin migration of 
the total urban setting and dynamics it 
appears to suggest that three separate 
parallel movements la taking plate (I) that 
new migrant' were moving to other small 
scale aetiviiies (2) that this were mewing to 
otherscetorsof large sc dc ictivities namely 
construction (3) thit a g'caiir pitsportioii 
of the smaller number ol migrinis goes 
directly to manulaituring industry amt other 
large scale activities where thev constitute a 
poweiful body in the trade unions 
These nuweinenls siippoit the notion that 
petty trading is e'f gnswing impoitaiicc to the 
Illiterate and educated uneniployed youth ot 
the city With the lack of alteinativc employ 
mem opiioriuniiies thi gioup will continue 
to join petty tradii g whethe i the Siate adopts 
a positivr policy Oi not 1 he preseiue ot this 
group III petty tiiditig is ndicaiive of the 
r'a's rf Jignmeni taking phec in (. aleutta 
Unable to even leproduce iluii eondiiions 
thev arc atiemptuig lo iiui the urban 


economy at a lower level so as to be able to 
have access to at least the basic factors of 
well being 

However, though the rate of in migration 
has been declining this does not discount 
the possibility that some migrants might still 
join the sector The probability of laboui 
moving to other small scale activities requir 
ing little capital is high Unfortunately it is 
difficult to assess labour movement among 
such activities Secondly, very little informa 
turn IS available about the changing size of 
such activities Though difficult to doeu 
ment the growing size of the sector would 
seem to suggest it The likelihood ol non 
Bengali migrants moving directly to large 
scale manufacturing and construction has 
alicady been suggested 

The generally declining rate of in 
migration and the continued dominance of 
certain activities in the urban economy 
clearly suggest that a bulk of the smaller 
number of migrants have direct access to 
employment in large scale production and 
exchange activities Reseaah has already 
established that once a stream is initiated it 
IS diflicult to divert, because new migrants 
will only go to a place wheirthey have a 
relative Iriend or someone from the village 
I hey come forward to hel^ orkers lo get 
over the high initial cost of moving into 
urban aicas According to A/iz [1984) it is 
this socio economic mechanism which 
appears to have replaced the high wage dil 
ftrcntial that was theoretically believed to 
have aitraclcd migrants 

Presence ot this mechanism explains why 
C aleutta continues to attract, though a 
declining proportion migranis despite a 
stagnating urban economy, increasing 
unemployment and falling productivity 
Secondly the control of labour recruitment 
in many sectors of the urban economy by 
the non Bengali migrant groups and the 


socio-economic mechanism would maice it 
possible for migraitts to move into the large- 
scale, modem sector, by-passing a stage 
thought to be essential [ChtTunilum, 1984]. 
This very mechanism is at the core of the 
migrant's success in obtaining employment 
or in establishing himself as self-employed 
in the city 

It IS the same mechanism which will help 
a migrant join petty tradii^ These socio 
ethnic links are a definite source of advan¬ 
tage to the migrant and each social group 
and sub group continuously reinforces the 
mechanism by drawing workers only from 
their own group It introduces the migrant 
to the wholesaler and/or the finanaal 
middleman On the other hand it helps the 
wholesaler and/or the middleman to draw 
his new recruits from the pool of new 
migrants 

interviews with the Bengali traders reveal¬ 
ed that they had few such contacts and 
depended on their own initiative and relied 
on their market information and familiarity 
with the commodity they decided lo trade 

This disadvantaged position of the 
Bengali petty traders is also reflected in their 
economic position An analysis* of the 
monthly per capita consumption expen 
dtture of petiy traders of different 
demographic groups revealed that the pro 
cess of consolidation for the Bengali traders 
was longer and slower than for the migrant 
traders who could more easily esublish iheR 
economic links with the ‘mahajan* on rhe 
basis of their common religious/caste'' 
ethnic/regional links The distribution of 
monthly per capita consumption expen 
diture for the different demographic groups 
also showed that migrant traders were bet 
ter of] than the Bengali traders for their 
income fends tc stabilise at a lower level for 
a longer period In the absence of common 
SOCIO ethnic links with the ‘mahajan', the 
Bengali traders have to very gradually build 
up their credibility for higher credit Their 
position IS further weakened by the illegal 
status of the sector f urther, with the higher 
household budgets of urban living and the 
desire to maintain a certain standard of 
living, the educated Bengali traders find it 
extremely difficult to balance their house 
hold ne^s and business demands, leaving 
them exposed and vulnerable However, a 
majority of these traders are located in the 
middle to high income residential areas, 
dealing in a wide range of commodities with 
scope for income gams to Filter down The 
second group of highly vulnerable Bengali 
traders are those operating in the low income 
areas, whose scope for increasing their in 
come IS extremely limited They generally 
run tea and/or cooked food stalls, or 
commute with fresh vegetables from the out 
skirts of the city Most of these traders have 
little or no education, skill or capital 
This sector has not only become an im 
poriant source of livelihood within the 
limited structure of urban employment in 
Calcutta, It IS the most imporum source of 
employment to its most vulnerable workers 
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The Bengali itreet traders emerge more 
exposed and vulnerable than most others 
The growing proportion of city-bom petty 
traders reftects the increasing pressure on the 
residents The state’s disregard and neglect 
for tl s vast number of workers can be at¬ 
tributed to two sets of factors, political 
priorities and political exigencies The 
politiial priorities are tied to the nature of 
the support base on which the Left From 
depends The predominantly rural base of 
the Left Front gave its policies a non-urban 
focus, while the political exigenaes stemmed 
from the policies of the previous govern 
meni The non interventionist policy of the 
present (Left Front) government towards 
petty traders was a response to the negatively 
intersentionist policy of the previous (Con 
gress) government 1 he fact is that neither 
policy shows an understanding of the 
significance ol this sector 

11 

Politich of Petty Trading 

The sequence ol events since the early 
1970s shows that state attitudes and policies 
towards petty trading had little to do with 
ihe state’s perception ot the petty traders’ 
problem or the importance of the sector I he 
politics of petty trading show how certain 
sections of commercial capital worked 
through the state administration to influence 
poliis ai the sub sccioi il less 1 to liiim spread 
and growth of petty trading 

As this saioi continued to grow at a faster 
rale titan any other sector in the 1970s, the 
Congress government then m power was 
forced to take a stand on the issue of 
‘hawkers in ( alcuita as the state prefers to 
call them I he number ol street traders had 
increased very substantially by 1972 The 
stale government and the municipal autho 
lines initially attempted (o evict the street 
tradeis but met with considerable upposi 
tion, pariHulaily trum those petty traders 
who had come as refugees from Bangladesh 
and fioin the members ol the Bengali middle 
clasc I he plan was abandoned 

By 1975 the aulhoriiits believed that 
C alcutta was getting too congested with 
‘hawkers’ 1 he need to dt fine a stand and 
outline a policy did nui stem from a con 
cern lor this burgeoning group ol low 
income worlds I'eitv traders ihc uii 
authorised occupiers ol public space were 
regarded as a grcvwmg nuisance to pedestrian 
and vehiculai -rallic and were considered 
visually unattiaciivc I he policV whici 
emerged reflected mis ailiiudc and ihc total 
lack ol compichcnsioii and/or recognition 
ol the socioeconomic processes aliccimg 
Ihe urban economy 

Samaddhuj I97g sO), the admiiusiiaior 
corporation of C alcutta during the iirsi hall 
of the seventies when ihc C ongress was in 
power, notes that ‘Opciation Hawkers in 
1975 was “lirsi ihrashcd out between 
ministers ol municipal services and C MOA 
and It was agreed (hat those iieopic had 
come to the footpaths not at our bidding bui 


as they pleased, depending on some other 
methods of arrangement (invisible as I men¬ 
tioned) and we were therefore not obliged 
to make alternative arrangements far less 
full-fledged rehabilitation” Backed by 
Section 354 oi the Muiuapal Act of 1951 the 
authorities undertook the operation with 
‘great enthusiasm’ It was one of those rare 
instances when the state and the mumapti 
authorities stirred themselves out of their 
apathy, to carry out these eviction drives 
The "well planned dnves to clear roads and 
footpaths” were ’successful’ in areas around 
the central business district, along 
Brabournc road skirting the wholesaling 
area of Baraba/ar and in and around 
Esplanade It is important to note the stalls 
located along the many lanes inside 
Barabazar were left undisturbed The petty 
traders along these lanes had been located 
there so that the ‘mahajan’ could keep an 
eye on them I urthei, the areas ciear^ of 
street traders were in the major retailing 
areas and markets where the street traders 
had blocked the shop frontage The cluster 
of pcltv traders in and around all hospital 
complexes creating extremely unhygienic 
conditions (most petty traders here sell 
perishable, cooked food and snacks) were 
however left undisturbed The “two 
hard areas oi Sealdah and Shyambazar- 
Baghbazar were left alone” These areas 
dominated by Bengali traders had been most 
vocal in their protest in 1972, and had 
speai headed the opposition to the govern¬ 
ment drive to evict them They had by 1975 
organised themselves i.ito unions affiliated 
to Ihe CPI(M) and Ihe Forward Bloc These 
areas were to be tackled in the second phase 
of the operation 

I lie pattern ot the so called road 
clearance and hawker eviction scheme seems 
to suggest that Operation Hawkers had more 
to do with the interests of Ihe commercial 
sccior, who had little to gam from the 
presence ol the petty traders, than a concern 
tor the city 

Operation Hawkers was quickly abandon¬ 
ed as a wave of protest, backed by social 
welfare organisations and political parties, 
,^wept thiough the city Political parties and 
trade unions reorganised and regrouped the 
evicted traders and helped them to re¬ 
establish then stalls Demonstrattons and 
processions were organised by the various 
area and product unions forcing the govern¬ 
ment to stop the eviction The greater 
politicisation of (his sccior following Opera 
lion Hawkers had two effects It gave Ihe 
sector a gnater cohesion as unions cut 
across socio ethnic lines, but secondly, it 
brought the pcity traders under greater 
p ilitical control 

As the protests ard demonstrations died 
down Samaddhar .ame up with another 
pood conceived plan He suggested con¬ 
st: uctmg meenaba/ars’ to relocate some of 
the street traders However, these ‘meena- 
bazars’ were to be constructed only after the 
traders had been evicted' Expectedly, the 
plan pr zoked a lot of protests The loudest 


protest came from the women’s groups who 
regarded the term as pejorative and totally 
unsuitable, with its implications of feudal 
pomp (Meenabazars were fairs held for the 
Mughal Emperor, where the women decked 
in their finery would try and entice the 
emperor to buy their products) However, 
more important was the protest from the 
established retailers of the areas where the 
meenaba/ars were to be constructed Wine 
shop, boutiques, resuurant owners and all 
large retailers brought a high court injunc¬ 
tion against such a construction 
This sequence of events suggests that the 
state government has never quite been in¬ 
volved with the problems of tnese low- 
income workers Its policy had more to do 
with keeping certain sections of the com¬ 
mercial sector happy, than a concern for the 
city’s congestion However, this same group 
would turn to law to prevent the state and 
municipal authorities from implementing 
any plan which would afteci them adversely 
It IS ironical that while the stronger in¬ 
dustrial capital failed to influence politics 
in the state and its policies, commercial 
groups had the state government looking 
after their interests Weiner (196.'’] in a 
discussion of the effects of the business com¬ 
munity on the politics of West Bengal noted 
that these businessmen were exceedingly in¬ 
fluential at the adminiatrative level 
In 1977, the Left Front came ic power in 
West Bengal As far as their political stand 
on petty traders was concerned, it wat 
necessary for them to demonstra'e that they 
Sided with Ihe petty trader, the man on the 
street, as against the Congress who had 
represented the big commercial interests ol 
Calcutta 1 heir stand against capital is a pari 
of their broader ideological stand whicF 
brought them to power Also, most of iht 
political parties in the Left Front government 
were actively involved with the petty trader! 
through the unions Thus the laissetjam 
policy adopted with regards to the petty 
traders was politically exigent, and reflect! 
neither a greater concern for its workers noi 
an understanding of the socio economii 
processes In fact the government refused tc 
address the pioblem of the petty traders anc 
the problems of the uiban poor as a wholi 
with any comprehensive plan 
The last few years, however, indicate i 
change in altitude and a shift in policy 
relating to the manufacturing sector Thi 
government has accepted that the stale anc 
the urban economy cannot develop without 
industrial capital Though this change it 
policy IS not a sudden volte face it does mar) 
a possible change in the relations beiweec 
industrial capital and the state of West 
Bengal bver since the CPI(M) has been ir 
power Its political philosophy has beet 
gradually diluted This is reflet ted in its ef 
torts to develop the infrastructure for decen 
tralised planning in rural West Bengal 
Cihosh notes that “though centralism is in 
hcrent in a communist framework, the Wes 
Bengal government has made more attempt' 
at decentralised planning than any othe 
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Mate” [Ohosh, 1988 655] (except perhaps 
Karnataka) and has been successful in rats 
mg dgiKultural pioductivity and increasing 
grassroots paiticipaiion in rural planning 
Though the state government has adopted 
a ’norc pragmatic approach to the slate’s 
c ther problems, it appears unaware of the 
significance oi the rapid increase in small 
scale non manulacturing urban activities, 
particularly letailing 1 hese activities are a 
manilestatioii of the two decades of in¬ 
dustrial stagnation and the associated sckio 
economic changes which have taken place 

Conclusions and Implications 

The sysicMii ol activities in an urban centre 
depends on the role and position of that 
urban centie in the hieiarchy o4 the national 
urban system and the power structure The 
hierarchised interdcisendeiit system of urban 
aclisitics found in a city theiclure depends 
on the position and role ol the urban tenirc 
( hanges in such a sirucluie atiects the lole 
and significance ol most activities in the 
system In ( alcuita the flight of industiial 
capital accompanied by a loss ol batgain 
tng powei at the national level, the steadily 
deteriorating relations between the state and 
capital at the legional level ensured conti 
nuing stagnation m production, a decline in 
standards of living and a substantial increase 
of small scale activities Among the small 
scale activities street trading has been one 
ol importance to almost all groups m the 
labour market Howevei evidence suggest 
that It IS ol pailicular significance to the 
growing propoition ol the city burn Bengali 
stoikeis, while theie is a slowing down of 
total entry into the sectui Ihese trends sug 
gesis the possibility ol a giadiial change in 
thedemogiaphic (oniposition ol the sector 
Ihese findings negate the populai aigument 
often put lorwaid by the state that, given the 
taigc migiant component, any gains made 
through slate interventions would leave the 
urban economy Howc^cl, it might be aigucd 
that iheie has occuiicd a gradual change in 
the relations between the state and indusiiial 
capital as the stale goveinriicnl realised that 
stagnation will persist without iiidustiial 
capital A movement ol capital into West 


Bengal would imply that with increase in 
industrial employment the significance of 
small scale activiiiev would decline Though 
the present interest of industiial capital in 
West Bengal is evening, little is said about 
the employment it will generate I urther, 
given that most of the investment is into 
highly capital intensive petrochemical 
industries, it could hardly be expected to 
even dent the unemployment situation Even 
il there is a massive injection ot capital into 
the stale economy, it will be quilc a while 
belore it reduces the pressure on the labour 
market Secondly, a large number ul (he 
workers m petty trading will be 'proles 
sionally stranded (McCiec, 19711 and unable 
to utilise the uppoitunnies for alternative 
employment 

1 he need loi a jxisitive mtcivcniion by the 
slate, where its policy is shaped by ihc needs 
ol the woi kers and not by stale capital rela 
lions IS further heightened by ihe disadvan 
taged position occupied bv the street traders 
Being designated as illegal woikers allows 
for a greater control by the 'mahajan' ot the 
production relations and hence highly ex 
plonativc relations Also as a result ol then 
illegal status ihc police continue lo extort 
protection money, with ihe amount saiving 
with the kind ot product sold and depen 
ding on how established the petty iradei is 
Furthei, ihe initial hostile atlitudi towards 
this sector has led to a rapivl politicisalion 
of this sexior in ihc t97(K and a conlinued 
dependence on the various political parlies 
subsequently This of course raises doubts 
about the willingness of ihese paiiiis to 
legalise the sectoi Hence, there is lodiv an 
added factor working against Itgalismg ihis 
sccioi besides Itiosc scgnienis ot commci 
cial capital which always opposed ans hel,i 
lowaids this seciui fhc longer the stale 
avoids the issue ot devising a comprclien 
sive plan to help (he urban poor (ol whom 
the petty tiaders form a substantial coinpo 
ncnll the more complex will be Ilit process 
ol planning and inipicmciitaiion 

fhc case of ( akutta shows that the kind 
of capilal winch doirimaies and the slate 
capital relations determine the path ot 
change not only for capitalist production but 
also Ihc nature and form of petty commodt 
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ly activities articulated to the dominant 
mode Further, it shows that within the 
urban economy, Ihe role of the state and its 
relations with different types oi capital are 
fundmental to shaping the activities of the 
petty commodit y sector The needs of Ihe 
sector have n«i been at Ihe heart of the 
mattei at Ihe policy level The methodo¬ 
logical implications of this conclusion is that 
a study of petty commodity activities needs 
10 look ai the relations tretween different 
sections of capital, tor the role that the state 
plays in influencing petty commodity sector 
IS conditioned by these relations 

Notes 

[This study was paiily funded by the Central 
Resfarch I und liniversiiy of London ] 

1 I he petty traders in ( alcutia are generally 
referred lo by Ihe corporation of Calcutta 
and by ihc stale government as hawkers 
though ihes arc ni iihti iimenint nor mobile 

2 1 he empirical csideme piovidcd in this study 
IS based on ih« fit Id woik carried oui m 
C akuiia between March 1987 and July I987, 
as a part ol llii PhD programme Universi 

I y of I ondon l,t+4 pelly traders were inter 
vitwcd beside union kadt is ot the differtnl 
anas and ot ditfenni poiitival aftitialions 
A stcond round ot suiscy was conducted 
aftei the (inpirical anatvsis was completed 
10 oblaii) ihc opinion and 'cactions cf the 
pelly iradir* lliemscives lo ihe survey result, 
hill more niipoitanlfy ol tlic politicians, qf 
planiKi* liom the ( MDA and of Ihe ad 
ministialoi, from Ihi soiporiiioii of 
( akult 1 

I ITeclininy siiia|l towns and vov slow im 
piovenienis in agricultuidl piodiisliviiy make 
i( dilfisiill lo n iriow ihc disparity already 
esiahlishtd 

4 r aUulias e<.onomv prcvancmslv balanced 
ihs mieiesi o' lindloids capitalists proles 
sional class and upper class Sen |I972| 
described the colonial cily as a cilv ol 
noveau iicht' i c ot imperial administraiors 
and coiiimctci of abstnui landlords, 
inonivieiidcis and real estate speculators 

5 1h< siKial impact ol the Ikrmanciil Settle 
meni Act cannot be undcresiimaicd Ihe 
landed clas. had stalled lo consolidate Us 
posiuoii with the weakening ol the Mughals 
This legisfatioii in Bengal quickened the pro- 
ccsc and allowed the /ainindats (large land- 
owiieic) and the ‘bhadralok (ruial gentry) 
to consolidalt and lo reside in C alcuita It 
IS iht (oniiiiucd presence ol this gioup which 
shaped ( alcuitas peculiar political ciillure 
[A Banerjec 1987 Scclion 14 j 

6 Under Iht Mughals iht lax was lesicd on ihe 
output and could be paid paitfs in kind Ihe 
new tax was levied on ihc land Ihe peasant 
was cntiiled to cultivate and had lo be paid 
n cash 1 his forced me peasant lo culiivaic 
iiaigmal and pasture land and made him 
mori dcperfdcni on Ihe market 

7 I his csiimaie is based on an anatysis ol the 
1981 uiipubtished emptoynieni statistics ob 
tamed through A Chakravarty The officers 
of the busiee celt, corpoiaiion of Calcutta, 
agreed with Ihe estimates made by this study 

8 lor a detailed discussion of the economic 
status of the pelly traders and iheir survival 
slraiegies, see Uasgupta |l990j 
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The Retarded Economies 

Foreign Dominadon and Class Relations in India 
and Other Emerging Nations 
by Nirmal Kumar Chandra 

Why 1 ' ii that while the former i olonies and semi colonies have emersed as a mapr 
forre HI world (lulitirs over the Iasi four decades their economies in most cases 
remain let ir ii d r The first part of this volume focuses on the exchanses between 
tfie poor and bit ric h nations Did western aid private capital and technolosy really 
help India vh w is it-the other way round’’ Granting that both sides made some gains, 
did the USSR derive undue advantage through its bilateral trade and aid transac 
lions with the third world’’ Can the theory of unequal exchange explain the growing 
economic hiatus between the north and the south’ The second part of the book 
IS concerned with the domestic scenario in India Tlic author tries to relate the overall 
stagnation m material production per capita to the balance of class forces that emerg 
cd aftei iridrpendt nee as a result of a strategy of industrialisation based on impcjrt 
substilution long term trends in aggregate and sectoral outputs the terms of trade 
between industiy and agnrultuie real wages and unemplc^ment rates, savings and 
invistnirnt private monopoly capital etc are analysed in ih s context Further the 
e*istirig laws an J regulih ns on piivate sectoi monopolies arc also examined from 
the lame (.ler.pectivf Ttie fina' essay is a cntique of the recent tilt inspired by the 
IMf anil III Woili' Bunk towards libiialism in Indian econuPi policies 
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Judicial Accountability to the Community 

A Democratic Necessity 

V R Krishna Iyer 

Our founding fathers have laid down for us a constitutional jurisprudence of Judicial power, but the intend 
component of judicial accountability has not been designed with a sense of principled pragmatism. As a result 
the escalating misconduct of judges has often gone unpunished. Barring the extreme measure of impemdiment, 
the law IS silent, so much so that one might well say that the accountability of the judiciary is the vanishing 
point of jurisprudence. This void, unless competently covered by well thought-out legislation, a bound to under¬ 
mine the democratic credibility of the judiciary 


\\c dll luilgts and lawyers, must restore our 
old Idilh and re kindU new hopes 1 ht future 
IS yours men and women ol law, take it and 
icdeem vourselses 

— lustice Sabyakachi Mukharji 
DIMOC RAC Y, as the opening page o( our 
.onslitution deslarcs, proceeds on the fun 
damental postulate that ultimately political 
sovereignty sesis m the people of the coun 
iry This sovereignty gams social reality and 
dynamic viability only it the constitutional 
instrumentality submits tacitly to the broad 
oversight of the sovcicign people 1 he people 
in the mass obviously cannot exercise 
monitoring, controlling, disciplining and like 
fum lions Iherelort we med checks and 
balances so that power vested anywhere may 
not go haywiie and may become amenable 
to the constitutional fundamentals and 
answeiabic to those who are the ultimate 
masters or doriois ol the power Tins nexus 
between power and people has a certain 
dialectic I here is bound to be a contiadie 
non, over time between the tendency ol 
authoiity to turn authoritaiian, corrupt or 
partisan and this proclivity may be aceen 
tuated by the syndrome ol popular illiteiacy 
,ind meek subniissivcncss ol the masses and 
even ol the classes who are overawed bv 
c'chelons ol [xswer 1 he othci side ol the con 
tradietioii IS the inevitable eruption ol 
discontent piestesl violence and other loims 
ol entropy induced by administrative tei 
lesiism unabated disenchantmeni and inflie 
non ol iiijusiiee camouflaged as justice 
Chae's will sully cosmos il the processes ol 
order ate not lunctionally ensured by law 
and lustiee and the struetures designed lor 
the delivers ol justice II this confrontation 
IS not to escalate into explosive resistance to 
court and judge, a ne^w lappoit, eomtnunica 
tion and accountability ol judicial power to 
the beneficiaries, vir, the Indiaji people, 
must he fashioned 

I he Indian experience with regard to the 
executive, judicative and legislative in 
strumentalities over loui decades has been 
one ol exploitation darkening into mis 
giving, misgiving de-epening into despair and 
despair exploding as adventurist violence 
I he categorical imperative for stability in 
democracy is theielore, to see that every in 
strumcntality is functionally kept on course 
and any deviance or misconduct, abuse or 
aberration, corruption or dclmquenc'y is duly 
monitored and discfplinary measures taken 


promptly to make it unprofitable for the 
delinquents to depart from the code ol eon 
duct and to make it possible tor people, 
social activists, professional leaderships and 
other duly appointed agencies to enloice 
punitive therapeutics when robed culprits 
violate moral legal norms 

Our founding fathers have laid down for 
us a constitutional jurisprudence of judicial 
powei but in spite of their wisdom the in¬ 
tegral component of judicial accountability 
has not been designed with a sense of prin¬ 
cipled pragmatism Of course, it is equally 
disconcerting that the legislature and the 
executive have been indulging in con upt and 
not so corrupt stultification of their vital 
lunctions However, that is no alibi lor 
judges to misbehave, especially because 
justice IS the foremost human right and the 
first constitutional promise Moreovei there 
I a spreading rash of judicial delinquency 
in many forms undreamt ol in ihe past, 
unimaginable even today, and uprovided lor 
bv the founding lathers bv way of eorree 
tioiial methodology 1 uekily, the malady is 
^ 'hi early stages and it is tragiv that the 
disease is apparently showing up in the most 
unexpcetc'd quaiteis, and today lioin the 
highcsi cviurt down to the flooi level there 
IS grievance wiit large about forfeiture of 
vonlidencc in judges lor various reasons 
Tin panache of wigs and robes, ‘wise saws 
and modern instances, ‘eyes severe and beard 
ol formal cut’, silver mace and livened bcaiei 
caiiiiot covci up the pathology ol lost eon 
lidence and exposed culpability I heir loid 
ships iji lull panoply will still invite eoniempi 
unless they become institutionally and in 
di\ iduallv accountable to the country and 
be punishable tor unbc*coming behaviom, 
dereliction of duty and common criminali 
ly ife vou ever so high, the law in its equal 
majesty, is above you too* I he reasons lor 
the decline are several but a most disturb 
iiig one of them is the absence ol accoun 
tabiliiv and the frequency of unchecked 
abuse lor anti social and self seeking 
purposes Office and apparel are no amulets 
against detection and conviction If we do 
not arrest the vice now, the institution may 
well be heading for collapse 

Hands Oil Dcxtrini OuiDAft-D 

All public power is a people's trust and 
so even judicial power has a fiduciary com¬ 


ponent Trusteeship and accounutbihly go 
together, and constant monitjonng plus 
social audit of the power process are a 
watch-dog factor Executive power is accoun¬ 
table to the parliament and the parliament 
to the people Judicial power is not accoun 
table to the executive nor to the parliament 
in any direct sense Nevertheless, being a 
democratic institution, the judicature must 
be answerable to the people The oath of 
office clearly implies this responsibility The 
iron curtain of contempt of court will not 
silence the populace when the time for stor¬ 
ming the Bastille an ives Wisdom and states¬ 
manship lie in improving the system, with 
dialectical peiceptions and dynamic pro 
phylaxis 1 he cull of the robes must yield 
to the command of democratic discipline 
Jerome fiank elegantly expressed the 
obsolescence of the hands-off doctrine 
The lobe as a symbol is out of date, an 
anachronistic lemnani of ceremonial govern 
inciii An iminaiure society may need or like 
10 feai IIS rulers, but a vital and developing 
America can risk lull equably A judge who 
IS part of a legal system serving present needs 
should not be clothed in ihe quaint garment 
of the distant past Just as the robe conceals 
the physical contours of the man, so it 
needlessly conceals fioni the public his 
menial coniouis When ihc human elements 
in the judging proces* are covered up, justice 
operates daiklingly Now that the Supreme 
Court has declared the judiciary a part ol 
candid democratic government, I think that 
the cull ol ihc robe should be discarded 
(IcFomc I rank Courts on Trial, pp 260-261) 

A new theory of judicial exposure and ac 
countability is integral to the Republic's 
moral survival Says Laski 

Obviously therefore, the men who are to 
make justice in the courts, the way in which 
they are to perform their function, the 
methods by which they are to be chosen, the 
leims upon which they shall hold power, 
these, and their related problems, lie at the 
heart ol political philosophy When we know 
how a nation stale dispenses justice we know 
witii some exactness the moral character to 
which It can pretend (Harold J Laski, A 
Crammer of Politus, pp S4I 542) 

Some fundamentals must be accepted as 
constitutional basic to our republic The 
judiciary derives its pother under the con¬ 
stitution, not over tl^ It follows thbt constitu¬ 
tional democracy viViich is the basic struc- 
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tuK of our polity applies equally to the thivc 
major msirumenialitics From Abraham 
I intoln to Wendell Holmes, on lo Icromes 
frank and Harold l^ski the proposition has 
been accepted that the judiiiarv is a part of 
oui democracy and must, Iheieforc, be sub 
|cct to the discipline ol democracy Social 
audit of performance is an obligation in 
escapable tor a democialic instrumcni 
Secondlv, disciplining the operators where 
deviance is distiessinglv mounting is also a 
luiiciioiial imperative which cannot be jet 
tisonsd only to deicnd judicial prestige 
ilnidly the judiciarv occupies among the 
trinity the highest place in the people's con 
science and conlidence I hi liquidation ot 
the judiLiarv, which is a unique and sublime 
oil ICC shall not bi allowed even by slow 
degrees since ihc enure countrv is commit 
ted to Its exalted status lusiuc and the in 
siiumcntaliiKs ot justice arc too serious a 
business toi being till lo the judges alone 
I he beneh and ihe bar must be mutually ac 
eouniabli and more than that both must 
lultill the people's expectations since these 
two an ilie acciidiled constiliitional 
met lianisnis lor dclivcis ol justice II the 
bench or ihc bai chouses to indulge in giace 
vice ind whencx|xsscd haik and hue it 
will iinwillinglY bicomt its eswn grave 
diygci* Bhiillo hcloie he w is excciilid wrote 
III Ihc I isi pail ot his liaioc hook then i 
something in the human hisiorv like rein 
buiive and it is ilii rule of histoiical 
leliibulives ih.it it insltiinicnl he lorged nut 
he the oltiii led but hv the ullendei 
hiinsell 

The Indiin eonsiitution piovidcs lot one 
exitenu piiiushnieiil namely iinpeaehmint 
Ihe I roeedun piiseiihed b\ ariiele 124(41 
IS loo lesliietive and (hllieull to comply 
with llishkt I penal code which pnseidcs 
onlv loi death setiiinec iinpostd alici an 
ihiisive politic il pioeidiiu when aeri 
inonioiis iltaeks on judges with no holds 
haried comes as i late and delectable op 
poitiiniiv Moreover it involves a polilical 
judgment ujxm the tenure ui lermination ol 
a jiidieiai otliec Mine lhan ihat, contendini. 
P iriies ina\ take iival positions independeni 
Iv ot the mei its and loiil the air I sen hevond 
that IS the vice ol the extremity ol the 
punishment by way ot impeachment Initial 
ly there are diltieultie in igniting the 
jurisdiction lisr taking action A number ol 
Nil’s must sign a pennon a releren e must 
he made by the spcakei to a small body that 
body must investigate and give a icport 
which eventually must become the subject 
of polluted debate The fall out ot this poi 
tracted exercise, even il it gets rid ol a vicious 
judge, IS likely lo make it a remedy far woise 
than the malady Iatrogenic justice is harm 
tul to justice and justices 

I ess than impeachment ilie great parch 
ment does not provide a punitive measure 
fhcrc are misdemeanours and Ickmious 
lemplaiions and vices, rudeness, yulgariiie 
and airogant misdirection ol power which 
may call tor milder therapeutics and 
pumshMcnt alter due enquiry by impartial 


authority In this area, our wnxlttutiopal 
jurisprudence leaves a vacuum We need an 
urgent graded measure tor systemic correc 
non and suitable mechanism because ac 
cusations aic no longer exceptions and 
judges must sul'ei criiicism and complaints 
against them cannot be condemned or go 
uninvcstigaied and. il true, unpunished 
Judicial imiscrialism, impertinence and ab 
surd or irresponsible behaviourism are a 
menace to the justice process and must, if 
(he turpitude is truly proved, suffer sentence 

( Ot)t Ol ( tINDIK r fOR JUDCif S 

A code ol conduct for judges is the 
desideratum High ollice notwithstanding, 
hubris hauteui highbiow behaviour and 
other dubious mean conduct or sophistrv 
hardly become the judicial jackets Com 
munalism, gialt and nepotism with ‘son 
stroke’ and witely delinquency are becom 
mg matters of adverse public comment and 
cannot be allowed to undermine the mtegniy 
of the ermini 

Appointmenis ol judges, unless carefully 
scic'encd by the colleitivc wisdom of a panel 
with versatili experience, may lesuli in 
distoited seleciions and the products—the 
appointees - may lurn out to be bad choices 
1 caving this proiiss to the chief justices or 
the lirst ministtrs is no assurance ihat these 
secret process will eliminate favouritism, 
polilical pulluiion and other unprintable 
adulterations 

Ihe judge is ihi symbol of justice itself 
and therefore we cannot have a dissection 
ol private life and ludieial life of the 
‘brethren’ both must become the sub 
lime office The pleasures and pains ol 
millioniircs tJie lempiatioris and vices of the 
highei classes iheabeirationsandabustsol 
persons in powei are taboo or forbidden 
fruit lor the judges W inston C hurchill, 
devades bask tolu the ( ommons that judges 
aie nquired to lunloim to standards ot hie 
and conduct tar more severe and restricted 
than Ihat ol ordinny people" Indeed, Iheir 
constitutional obligation lo do lusliee 
withoui fear or favour affection or til will 
IS a high moral lommandf and exacting 
demand on then conscience It ‘you are what 
you weal' you have lu keep up a certain 
manner ot conduct which puls you in a 
category beyond the politicians and the 
members ol thi bureaucracy Judges, like 
Caesars wile must be above suspicion They 
must be patient maintain poise, be gentle 
and iinpattial and decline to be provoked 
and never lapse into venal bchav *our or class 
conscious uppishness They must be tiuly 
ftec from communalism, regionalism, 
rehg onism and Ireqiient acquaintance with 
alcohol and other deleterious contacts 
Thes' lapses are slowly creeping into the 
judicial ‘broihcrhood even as factionalism 
and iindignilicd wooing of ministers and 
party leaders arc observably infecting 
jusiic-s and getimg lewarded through ap 
propriate ‘elevations Unfortunately, the 
upstart breid and the midget species behave 


in violation of requiiiti lectitudei On the 
bench they commit contempt by inlempente 
tongue, hubris, hauteui, higb-bipw airs and 
other sms of sadism which induce them to 
tease and insult and brmg into ndicule the 
ludieial tenancy itself A code of conduct 
even on these details of decorum ant^com* 
portment on dignified behaviour on Che 
beneh and Ihe like may be necessary. 
Habitual violation must invite the dis¬ 
pleasure ol the law by pumshment and repri¬ 
mand A bad judge with a wag’s tongue or 
rude mood may do great harm to the uistltu- 
tion A sadist on the bench who wantonly 
kcep> standing in court other responsible 
persons for freudist pleasure until the im¬ 
perial judge’s pride is propitiated needs 
psychopathic treatment and mild punish¬ 
ment if Ihe venal deviance becomes chrome 
Ciraver violations which in the case of 
ordinary jjersons mav involve penal conse¬ 
quences must implicate the judges with the 
same measure ot culpability because the law 
IS no respecter of persons If a judiaai per¬ 
sonage commit I a sex offence, useu violence 
or resorts lo corrupt accumulation of 
wealth he lannoi use Ihe robes as defence. 
It he commits misappropriation, acciq's un¬ 
due presents and jileasures from Uwyer or 
litigant or indulges m other penal ciieaces, 
Ihe law ot 'oro and of crimes must take care 
ot him likt in the ,.asr of other citizens We 
want our judgt ‘ tg rise as high as the hi^ 
otfiie he fills and so, far from eondemnV 
non ol misjemeanours and leioniet when 
eommiticd bv ihe members of the judiaary, 
severe censure must lollow The impression 
that judges are above the law must be remow- 
cd lesi Ihe highest office in the land tarnuh 
ilsclt The bemh is a hallowed seat and 
judges must obsetvi a graeious port and 
prcseii.e wiihoul making derisive comments 
and digs a' lawyers and litigants who could 
a> well retort and humble the bench in 
publii Ollcnsive observations, even regar¬ 
ding other judges and judgments, are not 
uncommon with lutie minded judges Com¬ 
ic pertc'imancc cannot be fobbed off on a 
submissive bai David Fannie k cites some 
British instanees which niav have Jndum 
parallels 

ludieial humour can turn into judicial 
scorn Ihe eighteenth ccntuis Scottish judge, 
I Old Biixfitld was a disgiace to the age* 
He look jilcasuir in tauntingly lepelling the 
last despairing claim of a wretched wulpnt, 
and sending him lo Botany Bay or the 
gallows with an insulimg jest' Robert Louis 
Stevenson based Loid Hermiston upon Biax- 
field In court Hcrrmain took his ease and 
jevied unbending In hat solemn plai e with 
some of the I’cidntti d the tavern, and the 
rag ol man ithr Jitendant) was hunted 
gallowsward with jcirv Braxiield and hiS 
I onicmporai Its have i special place m the 
annals of tud lal misbeh'ivioui I hey were 
cynicaliv inditlereni to the propneues of the 
bench to an exteni which now may swell seem 
inciedible Uncouth in appearance, profane 
in speech frequenilv harsh and contemp 
luous in the discharge ot their jpdicial func- 
iions addicted to the wildest ecccmncilMS, 
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and exhibiting at all tiinex a decided penchant 
for deep potation and the coane and 
boistcrousi jocularity of the tavern. they 
lacked all pidictal qualities (David Pannick, 
Judges, Oxiord University Press, 1988. p 8J) 
Some ludgcs do not care to listen or arc 
loo louuacious an'd by frequent interruptions 
make coherent argument-impossible. There 
are many other ways in which judges can 
disrupt tail hearing Performance and 
discipline are components of judicial 
decorum. 

In India some judges are slated to be 
notoriously communal, openly biased, foster 
favourites and have close relatives at the bar 
which factor leads to many impropei prac¬ 
tices. 1 here aic factions among judges which 
inllici mortal wounds on justice. I agree wqh 
David Pannick in his observation: 

The student ol the judiciary inevitably 
concludes that there have been many bad and 
some appalling judges, with all manner of 
defects, udininisiering ju.slice over the cen- 
tunes. Macaulay rightly explained that ‘the 
earlier volumes of the state inals are the most 
rnglitftil record ol baseness and depravity in 
the world Our hatted is altogelhei turned 
away from the crimes and the cnininals, and 
directed against the law and its ministers We 
see villaiiies as black, as ever were imputed 
to any piisoner at any hat daily comniiticd 
on the bench and in the jury bos' (Ibid, 
pp 87-88) 

Injudicious and iiidicially obnoxious 
behaviour bring disgiacc to the judicial pro¬ 
fession and cannot be tolerated merely on 
the <i!ihi that he who commits it is a judge 
It looks as il 111 Liigland they gel away with 
It I may quote again from Pannick: 

You will be unable to bring a legal action 
against the lude or unlaii judge, lord 
Denning explained in a 1974 ( oiirl ol Appeal 
decision that ever since the year Itil.J, il not 
befotc. It lias been accepted m oiii law that 
no action is tnainiainahic agaiiisi a judge tor 
anstiimg said oi done by him in ihe exercise 
of a iiiiisdiclion which belongs to him The 
words wTiiiTi he speaks aie iiroiccicd by an 
absolute privilege The orders which he gives, 
and the sentenees which he imposes, cannot 
he made the subieci ol civil proceedings 
againsi Inin. No mailer that the judge was 
undei some gross et rot ot ignorance, oi was 
actuated by envy, hatred and malice, and all 
unchaMiahleness, he is not liable to an action, 
ludges ol a supeiior coiiil arc so protected 
even when acting outside iheii jurisdielion, 
so long as It IS a good-lailh i-scicise ol the 
office in the heliet thai the judge has jiirisdii. - 
lion srsei the maiiei. ludges ot^ii iniciioi 
com I arc not so irmnime if they ail outside 
then iiinsdielioii, oi it they act wiihin iheir 
jurisdiclion maliciously and wiihoiil icason 
able and probable cause Wc aie a long way 
tiom the leceni dcvclopmeni in judicial 
liabilus in lire USA. Some American iiidges 
have lakeii oul malptaciicc iiisuiance because 
ol an mi lease in ilaims against Ihem based 
on iheii loiirl dciisioits (Ibid, p 95) 

The Indian law is more stiaigluforward 
bill people, with colonial gemillexion, hardly 
challenge 'lobed' lapses I am tor a judicial 
Ombudsman in a Judicial Performance 


Commission. Althouth England has-.no 
such system, many American states have 
such mechanisms for receipt of complaints 
and inve.stigaiion into the factum and visit 
adequate consequences if a judge has acted 
in other than the Code of Ethics. This sub> 
jeet ofjwrformana audit and enforcement 
of discipline cannot be left to lawyers' 
strikes, internment of Judges and chief 
justices' moods and methods. Bombay and 
Delhi have brought home the frequency of 
horrendous judicial delinquency and the 
vanishing point of jurisprudence vis-a-vis 
venal, venial and innovative violations by 
tenants on the high bench. Crime without 
punishment is lawlessness legitimised. The 
rule ol law and life are repugnant to this 
systemic impotence. 

So first things first. Let steps be taken by 
judges themselves to formulate a code of 
conduct. Similarly, the bar which has, alas, 
iailen into disrepute so much that 
Shakespeare, through Dick the butcher, used 
words which arc unprintable but are on the 
lips of many in the country. Immediately, 
the Bar Council of India must painstakingly 
and creatively, with relevance to (he prevalent 
pathology, draw up a professional code for 
the bar and suggest one for the bench There 
IS something of sorts even now but it falls 
short of what is needed in the light of the 
horrendous devianees in India of the poor 
millions aghast with Bofors. How many 
abettors ‘ol this .sorry scheme of things en¬ 
tire’ exist at the bar and maybe on the bench 
IS gaihcrable only in private discreet, con¬ 
fidential conversation and investigation pro¬ 
mising secrecy of source. There is something 
rotten m the slate of Denmark. If what I 
have heard about judicial misbehaviour were 
true in a small Iraciion it may shock and 
shame us all. lb protect the high integrity 
of the great maiority of good judges, we 
must expose Ihe meaner exceptions. 

The bench eamiot be corrupt if the bar 
IS lorihright. It the members of Ihe bench 
commit crimes, they are amenable to the 
Penal Code even as they arc amendable to 
tiaffie laws, immoral traffic laws and other 
punitive measures It is wrong <o think that 
there IS a vaccination against prosecution of 
(he judges and of the abetting lawyers if they 
commit common crimes from their profes¬ 
sional eminence. 

But It IS from my deep concern to sec that 
the judicialy is kept at a lofty level that I 
speak so bluntly. The scenario of great 
judges disch.iiging their awesome obliga¬ 
tions of oil ICC implies great regard on the 
part ol the people to the judiciary which is 
the icposiiory of justice incarnate. Suppos¬ 
ing there ate some delinquents, theic must 
be a mechanism lor correciion lest the situa¬ 
tion ol entropy pathologically spread or 
dciciioratc into a popular craving for 
levciige I do consider the urgency of 
the need lor a disciplinary mechanism, 
thcra))cutic and corrective in this domain 
where the process must maintain confiden- 
tialiiy and retain the judges' confidence and 
(he whole disciplinary outfit and operation 


must be functionally kept at an appropriate¬ 
ly high level but assuring that no robe 
escapes from his wrong-doing. The desi¬ 
deratum is to create a structure at once high- 
powered but easy of access to the common 
people. Be you ever so high, if you are delin¬ 
quent, the law is above you and may not 
spare you-^tbal is the message. The subject 
of judicial accountability, considering (he 
variety of aberrations ot which judges are 
guilty, requires careful and realistic handl¬ 
ing because many of the improprieties go 
unnoticed behind the iron curtain of Con¬ 
tempt of Court. Law of contempt has been 
overdrawn because it is of colonial vintage. 
Judges, like other constitutional func- 
iionaricv, must face the law if they depart 
from or deceive the law. Justice is no 
cloistered virtue and the path of criticism, 
even ij exaggerated, must be permissible 
since freedom of expression is a guaranteed 
tight applicable as much lor the judges as 
against the judges 

Let the bcnch-bar accountability to Indian 
humanity be high on the agenda of national, 
even constitutional, toncern. Not the 
thoroughly useless judicial ciyinmission 
introduced into parliament some lime back 
and IS now deservedly dead 

Judicial accountability is no eonslituiional 
serendipity but a professional compulsion 
brought to the (ore by the Bombay and Delhi 
explosions. But there is pervasiveness of 
judicial delinquents till now hiding behind 
the over-broad contempt jurisprudence of 
colonial vintage and the uncritical reverence 
the 'cult of the robes’ commanded. Now that 
‘operation autopsy’ and social audit of 
power donees have become integral to the 
democratic process, even the court and the 
judge must communicate with the country 
through a performance report, as it were; 
and where grave dereliction, even lesser crime 
or culpable conduct is observed, punitive 
and corrective p'roccedings must be initiated. 
The purpose is to nd the system of 
pathological offenders with the robes on and 
to inspire confidence lhai even justices arc 
accouniauiv. Norms of behaviour and om¬ 
budsmen of a high order to invigilate are 
essential components. If judges fail, that will 
lead to credibility colla'pse and harakiri of 
democracy 

COl)F OF JUBICTAI- LTHICS 

A code of judicial ethics must be drafted 
after a public discussion. Maybe, a 
preliminary draft be made by the Law 
Commission, which may be circulated to the 
Indian Bar Council for scrutiny and 
response. Both these documents must go 
before the judges—the higher echelons and 
the subordinate judiciary. Simultaneously, 
these papers, together with the opinions and 
comments of stale governments and the law 
academe, must be considered by the central 
cabinet and a white paper presented to the 
nation. The law of contempt and the' im¬ 
munity of judges and their independence 
must deeply reflected on while finalising 
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tfw ludidal codt JiHlgtc.«iust be kept high, 
very high but not beyond the reach of the 
law save the impotsible, even marginally ob¬ 
noxious, jurisprudence of impeachment. 

There must be a monitoring machinery 
lest the code be reduced to a brutemfulmen. 
Judges may not be scared by iwper tigers, 
and so the code must both expose and, if 
unheeded, hit. A sentinel on the qui vive, 
if it is to be effective; must have sututory 
sanctions and powers. A collective om¬ 
budsman with absolute autonomy, mobility, 
fair procedure and graduated punitive/cor¬ 
rective and recommendatory authority, with 
versatility conditioned by situations is the 
public necessity. A purposeful, competent¬ 
ly trained infrastructure, with investigative 
skills, technological a^s and delegated 
powers must be thought out, learning from 
the experience from other countries and 
remembering the native diseases. A judicial 
super-ombudsman composed of the most 
respected, highly independent team of three 
judges, one a retired judge, of the Supreme 
Court, preferably a former chief justice 
without blemish, and one from the high 
courts, preferably a former chief justice of 
unsullied record and the third, a retired 
judge who has had vast experience in public 
life, involvement in public issues and an 
extra-judicial, even administrative career, 
may fill the bill. An advisory body, with high 
national status, may be an auxiliary. The at¬ 
torney general, the president of the Bar 
Council of India, an outstanding lawyer- 
leader nominated by the president of India, 
a nominee each of the priine minister and 
the leader of the opposition from public life; 
a nationally recognised social activist, a 
great person of commitment to moral values, 
one each from among journalists, scientists, 
professionals and women's organisations. A 
few retired IPS, IPS and IAS officers may 
bring useful points of view to the body. These 
are flexible criteria but what i& fundamen¬ 
tal is the fearless, sensitive, activist public 
figures with a passion for preserving judicial 
purity, probity, practical integrity, and sub¬ 
mission to the great traditions of justices, 
the humility of office; the rectitude, wisdom 
and concern for the common man and, 
above all, a becoming bearing free from ar¬ 
rogance and oblique tendencies and a stan¬ 
dard, private and public, which leminds one 
that a judge’s life like that of Caesar’s wife 
must be above suspicion. 

. The degrees of judicial delinquency, the 
devious forms they take, their weaknesses 
and malpractices and the horrendous de- 
viances never heard of in the judicial 
heritage of our country, are now common 
talk. 

The versatile genius and the vagarious 
vices of judicial deviants take myriad shapes. 
Some judges, even of the highest court, do 
not believe in the creed of delivering 
judgments. They are a law unto themselves. 
During the seventies and eighties, justices 
gnd chief justices have practised the dubious 
art of non-delivery of judgments even 
years after arguments are closed. Some of 


them have retired without pronouncing 
judgments, although long arguments, at 
great expense, have already been addressed. 
The entire protracted, terribly expoisive 
forensic operation has had to be gone 
through over again. Strange but true, in 
some cases benches, consisting of a plurality 
of judges, have got into the habit of deliver¬ 
ing judgments in instalments or separately 
with gaps, each doing it long after the others 
have done it. The embarrassment of law 
reporters is obvious. This Supreme Court 
trait is manifest even in High Courts. “If the 
salt have lost his savour, wherewith shall it 
be salted’’. 

Some judges in the High Courts resort to 
the sneaky practice of pronouncing 
judgments and promptly taking them back 
home, with the result that nobody can sec 
these hidden pronouncements. Copies ob¬ 
viously ate not available for months. Indeed, 
even on the bench, the judges sometimes 
disagree violently and once one judge in 
anger left the bench abruptly. I can multiply 
instances of unbecoming behaviour and 
delinquent demeanour against which the bar 
is unable to protest, because courage oozes 
away sometimes or faction weakens possi¬ 
ble action. The case for a judicial om¬ 
budsman is a formidable one. The law of 
contempt, behind which some judges in¬ 
dulge their follies, is too brittle a wall to 
defend against performance audit by the 
public through appropriate surrogates. 

Far be it from me to anticipate verdias in 
the Veerasamy episode and the Ramaswamy 
syndrome, since both are under enquiry. 
Although accumulated literature, through 
leports and case diaries, is unfortunately 
enormous, it is be.st to leave the verdict to 
the constitutional-judicial process. But con¬ 
duct a k the ChaWla melodrama takes one’s 
breath away. The thrust of my submission 
here, away from individual instances of 
judicial felonies, is that we need an 
instrumentality which at once safeguards 
judicial dignity and independence on the one 
hand and tracks down judicial turpitude, 
overt or covert, through some effective om¬ 
budsman apparatus. I agree that “the place 
of justice IS an hallowed place: and therefore, 
not only the bench, but the foot-pace and 
precincts thereof, ought to be preserved 
without scandal and corruption" (Francis 
Bacon). Remember the opinion ol David 
Pannick on this point; 

Litigants should have the power rn icier 
to the cominissiun a complaint aboiii the 
conduct of a judge 1hc Lord Chaincitor 
should have such power, and should be oblig¬ 
ed lo exercise il prior lo dismissing a iiidgc 
(This would nol preseni a judge resigning lo 
avoid puhliciiy on (he mailer.) In Mas I9K6 
lord Hailsham expiesscd support lot the 
mircduction o( an indcjwndeni coniplainis 
board to invesiigaie (he facis and nuke 
recommendations lo the lord Chancellor 
prior lo the dismissal ot a C'ircuii judge He 
.said lundersundably) ihai he was irouhlcd 
by iht absence ot a faT procedure at present 
The jutisdiclion ol the commission would 


need to cover all members of the judictary 
and should not be confined to cases where 
the Lord Chancellor is contemplating 
dismissal. Whoever the complainant may be; 
and however high the judicial status of the 
investigatee, the value of the commission 
would be in the presentation of a reasoned, 
public, and objective analysis of the relevant 
criteria and of the facts of the case [Op cil, 
p 103). 

A performance commission will im¬ 
pregnate the expression ’holding office dur¬ 
ing good behaviour’ with living meaning. 

F.ven judicial independence, a most im¬ 
portant value of our system, cannot forbid 
bringing to book these guilty of judicial 
misbehaviour. Judge power is a critical fac¬ 
tor of the highest importance m our con¬ 
stitutional order. For that very reason, the 
law must keep them away from lawless, im¬ 
moral unethical and unbecoming conduct. 
Some cowardly judges and opportunist 
brethren obligingly bend their judgments 
when political heavy-weights and tycoons 
with clout happen to be parties. Some 
leading members of the Supreme Court bar 
wrote, not long ago, a complaint to a chief 
justice referring to holiday hearings and noc¬ 
turnal proceedings where influential persons 
figured as parties. Even the Bhopa‘ Gas 
catastrophe litigation and later settlement 
with judicial imprimatur have come in for 
sharp criticism, bordering on the needle of 
suspicion being pointed at five judges. This 
case is not merelj an event but a (lortent and, 
the contempt barricade notwithstanding, 
may remain a polemical issue where the 
judges may not emerge with flying colours. 

The process of saving the misbehaving 
judges from themselves and the community 
from those brethren wlio.se allegedly 
culpable conduct is under investigation is 
fraught with difficulties under the current 
constitutional provisions. The accused 
judges, if deprived of allotment of work, 
may perhaps demand that until proved 
guilty, they arc innocent and, therefore, as 
of right, must he eligible for allotment of 
judicial work 1 he chiel justice, who is in 
sole charge of ailotmeni of work to judges 
of the court. may have his own limitations 
and even prejudices Pending enquiry he may 
ask ihc judge to sit idle and niakc the tax¬ 
payer pay his salary II there is some con- 
siiiuiional provision for keeping judges 
under a cloud in suspended animation it 
may be possible lor the chief justice to 
exercise his discretion Suppose a chief 
justice misuses his power what restraint can 
protect the victim? Until a constitutional 
amcndmcni is wrought, a convention may 
he woven, alter consultation with the Indian 
bai, I hat il there is cicdibic material suppor¬ 
tive ol (he chaige and if the charge is grave 
enough the suspected judge may be asked 
10 proceed on long leave or dispose of for¬ 
mal judicial matters. Whether without any 
sanction rooted in convention or legislaiidn 
ihe chiel justice may withdraw ail work from 
ihc accused judge is a moot maiter. The best 
couise would be. before arriving at the con- 
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vention I have mentioned, to persuade the 
incriminated judge not to create a crisis but 
step out of the cricket ground for a while. 
However, when some prima/acre probative 
material is adduced, it is a grave risk to have 
an administrative court decision on the issue 
rtf ‘to be or not to be’. The judicial trinity 
in the Ramaswamy affair has come to a con¬ 
clusion without reaching a conclusion and 
slated that the judge may be guilty or not 
(to be discovered on further enquiry) but 
may continue to m>rk. This gives the impres¬ 
sion of a verdict of innocence to the laity 
while what has been held is almost the con¬ 
trary. Sometimes, judges produce opinions 
which wear the inscrutable face of a sphinx, 
or to put it in Churchillian diction, they puz¬ 
zle the people with *a riddle wrapped in a 
mystery inside an enigma’. 

i am aware that much can be said on both 
sides where judges are the subject of audit 
and punishment. Of course, politicians in or 
out of power and bureaucrats in or out of 
office sometimes commit shocking crimes 
but they are amenable to judicial justice. The 
court is the sentinel and the judges who 
operate it are too sacred for us. Indeed, we 
are proud of the quality of their perfor¬ 
mance, and the affirmation of their reputa¬ 
tion implicit in the frequent demands for 
judicial enquiries. Even so, I musi agree 
wholeheartedly with the view expressed 
about ‘Judges and Co’ by the brilliant 
barrister David Pannick. I quote him; 

Some politicians, and a Tew jiinsis, urge 
that it is unwise or even dangerous to tell the 
truth about the judiciary. Judge Jerome 
Frank of the US Court of Appeals sensibly 
explained that he had 'little patience with, 
or respect lor, that suggestion’ I am unable 
to conceive... that, in a democracy, it can 
ever be unwise to acquaint the public with 
the truth about the workings of any branch 
of government. It is wholly undemocratic to 
treat the public as children who are unable 
to accept the inescapable shortcomings of 
man-made institutions The best way to 
bring about the elimination ol those short¬ 
comings of our judicial system which are 
capable of being eliminated is to have all our 
citizens informed as to how that system now 
functions. It is a mistake, therefore, to try to 
establish and maintain, through ignorance, 
public esteem for our courts jlbid, p 205j. 
Impeachmeni is a cumbersome procedure 
iiid offers the unjust extreme alternatives of 
leath sentence of acquittal, with a heavy 
iprinkling of politics, polemics and party 
nanoeuvrings. We want graded punishments 
ibr graded offences because ihai sentence is 
ust which fits the offence and docs not 
luffer from undue mitigation or immoderate 
xaggeration. 

Dynamic Dimension oi 
ACC'OUNIABI lliy 

Apart from individual misconduct ol 
udges there is a dimension ol instilutional 
iccountability whereby the judiciary and the 
ountry come closer together in understan- 
ling each other so that the problems, the 


needs, the solutions and the common 
direction and progress of justice may be 
shared and solutions found. For instance, 
reporting to the nation on ihe slate of the 
judiciary may be done on Constitution Day, 
November 26, each year. On that day, from 
the Supreme Court down to the floor level 
forum, including the various tribunals, there 
can be a reporting by the judges and the 
lawyers to the people about the problems 
confronted by the courts like budgetary deH- 
ciencies, modernisation of fossilised pro¬ 
cedures, technological upgradation to im¬ 
prove the efficiency of justicing, other 
requirements like more judges, more 
specialisation, more management skills in 
regard to the administration of justice by 
appointment of administrators with exper¬ 
tise thereby releasing more judicial time for 
judicial work and so on. The bar too may 
have similar issues needing reporting. In the 
same way, and perhaps on the same occa¬ 
sion, there can be reporting by the com¬ 
munities, leaders like legislators and public 
figures, educational heads and management 
specialists and the states surrogates pointing 
out their problems vis-a-vn the court 
system—their inconveniences, even sic- 
iiinisations, on account of judicial mis¬ 
management, indifference to people’s needs 
and other aspects of maladministration and 
neglect of public interest by the courts and 
the changes they may wish. There should be 
periodic ongoing education for the judges 
as a systemu; necessity; there should be an 
nual reports made by the various courts 
which will go beyond mere siaiislics but will 
tell the community about Ihe social iiciids 
reflected in litigations and consequential 
coricetions recommended by the judges 
These reports must sufter parliamentary 
discussion, legal profession's study and 
popular seminars and so on. Ihe social 
lunction of the court is not exhausted by 
mete adjudications of disputes and disjxisals 
of cases. I herc is a creative dimension lo 
what Ihe judiciary can do to inform and im¬ 
prove society about many diseases that al 
flici the populace like new types ol crimes, 
irresponsible divorces and other maladies 
about which notice may have to be taken in 
time. On the whole, there must be a vigorous 
social and even poliiical inieraction, where 
even violations ol human rights by the state 
may ligurc high on the agenda. The stale’s 
agencies may have their grievances against 
the judiciary and the judiciary in turn may 
have ns giievqnces against thi shite and the 
delays it causes and the lailute ol justice to 
which n contnbuies. More and deepet in 
sights and dynamic interactions can he 
discussed on this theme. But the purpose 
here is only lo point out that accouniabiliis 
does not mean mere control of judicial 
delinquency 

The bar loo has much to account lot 
because of pathological degradation in its 
perloimance and the responsibility it tiwes 
in promoting social jiisiici* That is an 
independent subject although close to 
judicial performance. I he bench and Ihe bar 


are the two vital limba of the adminiitration 
of justice The integral yoga of justicing and 
lawyering, with profound concern for justice 
social, economic and political, is the focus 
which up to now has been blurred in discus¬ 
sions on justice, justices and justicing. 

Justice is what justice does. What is 
justice? I quote what Cappelletti once said: 

The right of effective access to justice has 
emerged with the new social rights. Indeed, 
it is of paramount importance among these 
new rights since, clearly, Ihe enjoyment of 
traditional as well as new social rights presup¬ 
poses mechanisms for their effective protec¬ 
tion. Such protection, moreover, is best 
assured by a workable remedy within the 
framework of the judicial system. Effective 
access lo justice can thus be seen as the most 
basic requirement —the most basic ‘human 
righr—ol a system which purports to 
guarantee legal rights. 

The New Zealand Law Journal (No 4, p 66): 
today It IS unreal lo suggest that a per¬ 
son looks lo the law solely lo protect his in¬ 
terests in a narrow sense. Ii is necessary to 
do no more than read ihc newspapers lo see 
the breadth of the interests that today's 
cili/en expecis the law to proieci—and he 
expects ihc court where necessary lo provide 
that proiccliun He is inieicsicd in results, 
not procedural niceties 
Proccssual justice lo the people compels 
us to respond to ihe stormy challenges of the 
present, reject the dogmas ol the dead past 
and liberate legal technology from the 
stranglehold of misty legalesc, forensic 
mystiques and jurisprudential antiques 
which frustiaic the lounding faiths ol our 
consiiiulional order 
To lend life to this cicdal essence of 
judicial justice we need judges ol calibre, not 
clever ones, iioi even ones scry competent 
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ifl legu learning nm aunious, immoaerate 
and dedicated to wheeler-dealer processes. 
Canons of judicial conduct and professional 
ethks, codified or not, proceed on the fun¬ 
damental assumption that a judge is more 
than a member of the slate’s saiariat but an 
instrument of justice and therefore obliged 
to observe those norms and possess those 
standards which convince (he public (hat it 
can repose confidence in him/her for the 
delivery of unpolluted justice to the people, 
without fear or favour, affection or ill-will. 
Judges are not angels but arc more than 
money-bees and business managers, tach 
occupation has its nobility which he who sits 
in that office holds out as binding on him. 

Why is the robed fraternity subjected to 
higher discipline? I cull out portions irom 
the Report of Panel of Referees to the 
Minnesota Court ot Appeals m Justice John 
J Todd’s case. 

The view expressed by Martincau m It) 
University of Baltimore l.aw Review 225, al 
227, puts It well' 

The ultimate ica.son for any ty|>c of 
judicial discipline is to maintain public con 
ndence in the judiciary The logic behind 
this principle is simple. A legal system can 
function only as long as the public accepts 
and abides by decisions rendered by the 
courts; the public will accepi and abide bv 
these decisions only il ii is convinced that 
the judges are (air and imparlial. ansthing 
that tends to weaken that conviction should 
be avoided. In other words, jusiice iniisi 
not only be done, but must also appeal m 
be done, for this reason, ludges .iie com 
manded to avoid noi only aciiuil iiii 
propriety but also the appeuiatisc ot 
impropriety in ail of iheir actisilies 
A common thread running ihroiigfi ihc 
foregoing rules under whkh nidges iniisi 
operate is Ihal ihe perceplion of ihcni .ind 
iheir functions hy the public is itiui.il to ihc 
proper administialion of jusiuc and ihc 
orderly functioning ot sik-icis 
Part and paael of the foregoing coiiiiiiciii 
IS the age-old rule, cued by some of the cases 
herein, and as fundamental to the propci .ul 
ministration of justice, ihai justice must mu 
only be done, bui ii mu.st also be perceived 
to be done. The Supreme Court, as rccenilv 
as 1979, repeated Ihe luregoing maxim in ilic 
form of Ihe following; 

The effective funcfioning ol the judicial 
system depends noi only on justice in taci 
being administered but that ciii/ens leel 
they are being provided fair treat meni and 
' just decision. In Re McDonough, 2% N W 
. 2d MS. at 697 (Minn 1979) 

It IS undoubtedly for the foregoing reason 
that the rule is universally followed in conn 
disciplinary actions (hat 

.. judicial removal is neither civil nor 
criminal in nature, but .nu generis, designed 
to protect the citieenry by insuring the in- 
tegrily of the judicial system. In Re CillurtI, 
271 NW 2d 785 (Minn 1978) 

The Supreme Court has frequently staicxi, 
with respect to the discipline of attorneys, 

. that 

As we have so often stated, Ihe purpose 
of discipline is not primarily punitive, but. 


'to guard the administration of jusiice and 
to protect fhe courts, the legal profession 
and, the public'. (Italics supplied.) (/» Re 
Sersiock, 316 N W 2d 559, 561 (Minn 
1982). Cf In Re Kimmel. 322 NW 2d 224, 
225 (Minn 1982) 

Judges, ot course, are held to an even 
higher degree ol iniegriiy than atiorncys 
The burden imposed upon those who ac¬ 
cept judicial office by the Canons ol Judicial 
Conduct are even higher than those required 
of practicing attorneys by the Code of Pro- 
lessional Respunsibiliiy. This is as il should 
be, in view ol the cxiraondinary responsibility 
of judicial office We touch upon (his 
distinction here to emphasise Ihe stringency 
ol the standards ol conducl lo which 
members of the judiciary are and must be 
held. The Canons ol Judicial Conduci are 
standards measuring fitness lor judicial of- 
I ICC and therefore embrace tests ol bchas lour 
relating lo integrity and propriety that con¬ 
demn aelions in which the average eiii/en can 
freely indulge wnhoui eonscquenccs In Rt 
Douglas, supra. 

•Since, (herelorc, disciplining is not done 
lo punish Ihe offender bui (o mamlain ihc 
sircngih and position of (he judiciary, ii in¬ 
exorably follows ihai Ihc public perception 
ol Ihe judge in qucsiion is critical lu both 
Ihe issue of the court's actions siolaiing the 


rules and to the issue of what sanctions, if 
any, should be imposed. Cf In Re Stork, 
supra. 

When judges move with majesty towards 
their seat in court with silver^ macc and 
liveried escort there is a message to himself 
and to the public. The Minneitota panel, 
while mentioning the relevance of the peo¬ 
ple’s perception of Ihe judge’s conduct, 
answers. 

l.astly, whether the perception of the judge 
in question on the pan of the public is 
accurate or inaccurate, why is such percep¬ 
tion important in our system? To ask that 
question is lo ask other questions of a similar 
nature Why must judges take an oath of 
office? Why do judges sil ai a higher level 
III Ihe courtroom than other persons present? 
Why do judges wear robes while m the coun- 
room? Why do people stand when fhe judge 
enters ihc courtroom? Why are decisions of 
life, death, and property righis given to such 
persons tor resolution? 

1 he answer to all of the foregoing ques¬ 
tions IS the same, namely, because the respect 
of the public for ihe court, based upon its 
perception ol the mlcgniy and dignity of 
such court, convinces those dealing with it 
lo irusi ii, to believe in ii, and lo permit ii 
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to tuindle iheir mo»i important matters of 
life and property. “ 

The rationale behind the canons and their 
mforcement is not far to seek. Lest I should 
be misunderstood as sermonising, let me 
:iuote from the Minnesota Report: 

In judicial discipline cases, the foremost 
and primary obligations of the whole judicial 
disciplinary system are the protection of the 
public and the adminisiiation of justice The 
interests of the individual judge arc con¬ 
sidered but they are not foremost The 
primary purpose of discipline is not punish¬ 
ment, even though it may impose a penalty 
upon the individual judge. The proceedings 
are not criminal and the criminal siandards 
of due process do not apply 
Although there is some risk that ihe lesser 
Standard may cause imposition of sanctions 
upon judges importunely, the interests of ihe 
administration of justice demand that the er¬ 
ror be on that side rather than on the side 
of reuining without forfeiture a judge whose 
elfectivencss is damaged in the public view 
As unfair as this may seem in the abstract, 
there are positions of authority in socieiy 
which demand such treatment, where sanc 
tioasare imposed and accepted without im¬ 
position of the beyond a reasonable doubt 
standard. The privilege of serving in these 
positions carries concurrent responsibilities 
to avoid misconduct and interference in the 
administration of justice so that confidence 
in Ihe system is maintained. Certainly, the 
position of judge is one of these. 

Stmie judges think that disciplinary power 
over their peers may be left to Ihe chief 
justices. Unfortunately, there arc many in¬ 
stances where complaints have come against 
chief justices and judges themselves, in 
private, admit the chiefs to be overbearing 
or dubious. More than that, chief justices- 
have their own prejudices and many high 
courts (IS the Supreme Court an exception, 

I wonder) are not free from factions and the 
domineering mood.s of judicial heavy¬ 
weights. Even their lordly social philosophy 
IS distances away frbm the ideology of the 
socialist secular republic of India. It is wide¬ 
ly known that chief justices even of the 
Supreme Court have abetted or arranged 
hearing ot bail petitions oi VIPs on holidays 
and after nightfall. A senioi-mosi judge of 
the Supreme Court, who later became the 
chief justice, and another senioi -most judge 
of the Supreme Couft, who also became a 
chief justice later, did hear criminal matters 
on an abnormal day or at an abnormal hour 
making a special exception for the accused 
tycoons. This resulted in some dissatisfac¬ 
tion at the bar. Indeed, if wc draw the line 
of objectionable conduct with socialistic sen¬ 
sitivity the discrimination in favour of m- 
lluential pciitioiiers makes the conduct ol 
the judges venal. It is also reliably rumoured, 
perhaps, that a chief justice of Punjab and 
Haryana high court was not consulted in the 
appointment of a ludge to his high court, 
ind likewise a judge ol the Supreme C oiiit 
was appointed even though the chief justice 
.if that time had not consented to his ap¬ 
pointment Other instances can be 


discovered, without much research, about 
deviances by chief justices themselves. 
Therefore, to make a class distinction bet¬ 
ween chief justices and puisne judges on the 
assumption that chief justices arc superior 
beings does not hold good. On the contrary, 
some chief justices are susceptible to ex¬ 
ecutive pressure and blandishments but it is 
not fair to divulge that here. For the sake 
ol the extension of age of retirement, for 
perquisites which are not extended to other 
civil servants and so on, judges have been 
passing lesolutiuns and getting their points 
accepted by governments. Here is a case of 
judges as a class showing anxiety to secure 
executive tavours—not becoming conduct 
for those who have to sit in judgment over 
the benelactois. 

l^gal sanctions against judicial delin¬ 
quency are a necessity if Ihe globorama of 
robed souls robbing the bench ol its great 
integrity and impressive good behaviour is 
to ne arrested. But Ihe escalating misconduct 
'll judges has often gone unpunished 
because the law of judicial accountability is 
still in Its infancy Barring the extreme 
measure of impeachment the law is silent, 
so much so, worldwide one might well say 
that, with marginal exccption.s. acc-ountabili- 
ly of the judiciary to the country is the 
vanishing jxiint of jurisprudence. This void. 


unless competently covered weR thriiiglu- 
oui legislation, may militate i^ainst the 
democratic credibility of the high institution 
which is so central to human justice. While 
judicial independence is a valiant check 
against exccuti /c-legi$lative tyranny, absent 
judicial accountability may portend a foren¬ 
sic despotism. The subject is delicate, the 
remedy, unless carefully adjusted, may ag¬ 
gravate the malady. Crude nostrums may 
prove iatrogenic and so experiences in 
various democratic countries must be 
garnered to win the principles and processes 
whereby the best system of checks can be 
evolved. Justice has a global dimension in 
our age of human rights and Ihe twin com¬ 
ponents of independence and accountability 
also arc matters of universal concern. 

Judge power is vast and strong in the 
keeping of those who are fearless and 
flawless surrogates of public justice. But the 
judiciary as a fiduciary must pay a price— 
they must be clean in public and private life, 
on the bench and off the bench and be wor¬ 
thy to be watchdogs, not lapdogs, sentinels, 
not sycophants 

The justice system is our only stable asset, 
as yet not corrupt, let us preserve it. Public 
justice IS too serious a busines to be left to 
the justices alone. We need a national debate 
on ihis theme. 
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Monitoring Budget Deficits with 
Time Series Models 

J VMSanna 

The ministry offinance had come up last year with a method of determining normative levels of budget defidi 
at the end of each month of the fiscal year, using time series models of the Box-Jenkins type Recently. Madhui 
and Wadhvm have contested the validity of the model specffication. This note attempts to clear some of tht 
misunderstandings expressed by Madhur and Wadhwa regarding the model used in the Technical Note. In bruf, 
It shows that the cnticism levelled against the model is not quite warranted and the points raised are mconsequentm 


I 

Introdurliun 

IN an attempt to ilosely monitor the ctn 
tral government budget defiiit the miniMry 
of finanic had lomi up last yeai with a 
method of determining normative levels oi 
budget detieit at the end ot eaeh month ot 
the fiiea! year, 1990 91 against which the 
actual dclieit can be assessed |(ioscrnmcnt 
ot India, 19901 I he ThAnicff/Mi/e (IN) 
considered several alternatise methods of 
deriving the monthly norms and proposed 
the use of lime senes models of the Ben 
Jenkins type, foi the purpose As an illusira 
ion, the authors of the TN fitted a seasonal 
Auto Regressive Integrated Moving Average 
(AKIMA) model to monthly deficit data 
over a 10 year period (April 1980 to March 
1989) and found that within this class of 
models, a partieular specification compris 
ing a secular component and a seasonal 
component was more suited lor the purpose 
than other models eonsideied 

Prior to the fitting of the model, the data 
were subject to two transformations Ihe 
first one, although noi explicitly stated in the 
1N, follows from the non uniform nature 
of data series collected by the ministry, 
which were in the form of month end post 
lions ot the yearly budget deficits Thus, 
although the March end figure might be 
non zero for a year, the starting figure lor 
the next vear was set at aero, which is con 
sistent with the way the yearly budget deficit 
IS commonly viewed For the empirical 
exercise, these month end series were con 
verted into a uniformly defined monthly 
change senes so that eaeh data point 
denoted the deficit incuired during the cor 
lesponding month Further, the data series 
were transformed into a 12 month differenc 
cd scries as they were found to be yearly non 
stationary as rev>'aled by their plot and also 
confirmed by the sample autocorrelation 
function (SACr) The fitted model explained 
over a half ol the past movements m terms 
of two yearly, and one monthly, auto 
regressive lags 

Kecently, Madhur and Wadhwa (1991) 
have contested the validity of our iiiodci 
specification used in the INI hen criticism 
pertains mainly to three aspects ot the TN 
(a) the choice of the Box Jenkins models in 
preference toother types ol models (h) the 
lorceasting abiliiv ot the model used and 


(c) the exact specification of the model In 
particulai this have questioned the second 
siage (12 month) dillerencing of the senes, 
alleging thai it was done without conduc 
ting anv iigoious scientific tests lor the 
existence ot stationaritv ol the monthly 
deficit scries In an atiempl to rc do the em 
pineal exercise they have conducted certain 
statistical tests loi the existence ol stationan 
ij in the senes However, these tests arc 
rece^mmended in the literature in the con 
text of non multiplicative autotegressive 
linear models and therefore, their validity 
lor multiplieative models such as the one 
used in the IN is debatable On the basis 
of these misplaced tests they have wrongly 
concluded that the yearly ditterenciiig ot the 
deficit senes as done in the TN was not 
required Accordingly, they have re specified 
the model without differencing in terms of 
one yearly lag and one monthly lag, and 
claimed that the modified version fitted (on 
fc'wer than available observations) and 
forecasted better than the one used in the 
IN 

I he objective ol this note is to i tear out 
some of the misunderstandings expressed by 
Madhur and VN idhwa (MW) regarding the 
model usexi in the IN In brief, the criticism 
levelled against the TN by MW is not quite 
warranted and the points raised aie inconse 
quential fhcir modification of the model 
IS based on misspecified stationarity tests 
and as such, docs not connote substantive 
modification let alone improvement, of the 
model used in the TN In what follows I 
shall elaborate on these points 

I he studv plan is as follows Since it is 
the third point ol criticism that led MW to 
look for an alternative spicirication, wecoii 
sider It as a substantive point, and devote 
the next two Sections If and III to dwell 
on It Section II gives reasons as to why we 
resiiied from conducting these ‘formal tests 
loi the IN An important 'lason was th it 
these tests cannot be applied to niultipli 
cative models without substantial modific.i 
tic ns I his point is elaborated in Section 111 
and the possible modifications needed arc 
indicated Section I\ takes a critical look ti 
the alternative specification propused h\ 
MW where its validity is questioned f)s argii 
mg that the tests leading to the niodiliicl 
spcMlicaiion aic misplaced and thcicloie ii 
docs not stand to n ason I hen the icniain 
nil two poinis ol iiilicism all laliiiuploi 


clanlicaiion in Section V And Section ' 
contains the concluding remarks 

il 

( hoiri- of Slalionarily lasting 
Mi'thoils in TN 

I III ciitiis I' It that the use ol the t2th d 
leniiced sciics ol the monthly deficit as t 
dependent variable without conducting s< 
tionaniv tests such as ihc Dickey Fuller ti 
led to oveidillcreiicmg and as a resu 
misspeiification ol the IN model 

As the It Hies are well aware, Ihe need 
include a difleieneing factor in Box lenkins 
models arises it the auloregiessive fillers in 
the model aie non stationary (nevertheless, 
homogeneous) Il is true that occasionally, 
III boiderline cases the traditional' or 
intormal methods employe d for detecting 
non statioiiaiy behaviour, such as examina- 
iion of the plot ol ihe senes or its dif- 
teiciiees inspection ol the sample auto¬ 
correlation turn non (SAC I) oi informed 
iiispcition ol a lilted model of a pre¬ 
determined specification tor a unit root, 
might make researchers face certain dif- 
riculiies Ihesc ambiguities, albeit rare 
necessitated tht search tor alternative tesi 
procedures, generating sizeable hteiature 

Yet lor the empirical exercise in the T N, 
we had Klicd upon the SAC I of the monthly 
(redefined) budget deficit senes rather than 
Ihe more formal tests mentioned by Ihc 
critics, for the following reasons 

I irsi recourse to such tests was advocated 
in the literature mainly to such occasions 
where conventional KMsIs cannot resolve Ihe 
question Howivir m the case ol the IN, 
Ihe plot ol Ihe SAC F (see Figure) left little 
doubt icgaiding the non siaiionaiy nature 
ol ilie seiKs and clearly indicated signili 
cam autocoirelations lot t2ih, 24th and )(ith 
digicis while the intra ycai autocorrelations 
lie not signilieant I he failure ol the yearly 
luiocoirelations to dampen quicxly pm 
mpicd IIS to ill pill non stationary 
hihivioiii of the bi dget dclicii senes bet 
ween years 

Second the non tiaditional methods are 
n It tie from siaiisiical ambiguities ) heir 
piicaiioiis nature is cleat from the caveats 
pill on then use by those who developed 
till 111 Most part of Ihc theory undeilying 
till sc It Sts a|>plics for di ciding Ihc last degree 
ol dilleiencing Whili reviewing these Ics* 
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Dickey, Beil and Miller [lV86j make it amply 
cleat, “Before proceeding, we need to make 
an Important qualification The theory we 
shall discuss applies only to the case d = i 
(first differencing), that is between one and 
no differences y, (the series under study) 
could be an already transformed senes in 
eluding the important case of seasonally 
differenced set irs Thus, we assume that 
the othei techniques mentioned (intornial 
examination of plots, ACFs. and finite 
models) or other knowledge about the series 
can be used to discover all diflerencing lac 
tors except the last V (difference)” (Dickey, 
Beil and Miller, I98t>, p 12] 

To be more specific, an important liniita 
non of the Dickey and Fuller (19791 test is 
that the ordei of the AR and MA poly 
nomials, eyen lor a non multiplicative Bl 
model, should be known prior to dcteimin 
ing the degree ol dilferencing, which is 
usually not the case Later, although Said 
and Dickey (1984) developed a test by show 
ing that It IS possible to approximate an 
ARIMA <p,lfl) by an autoregression whose 
order is a function of the number ol obser 
vations, the disadvantage, however, is that 
the apptoxiinate autoregression contains a 
number of parameters which arc ol 
‘nuisance’ value, vet are to be estimated 
along with the lirst Older coefficient I he 
alternatives suggested by Phillips (1987] and 
Phillips and Peiron (PXXJ that do not need 
prior knowledge ol p and q, and also avoid 
using a long autoregression reconiiiieiidcd 
by Said and Dickev, still icquiie approxima 
tions tor tiuncation ol lags in estimating the 
population error variance, that is essential 
for computing the i statistic 

I hiid, in most cases, the test statistics arc 
obtained by Ol S regressions ol specifica 
lions involving lagged dependent variables 
If the model also consists of a moving 
average process, OLS might yield biased 
coefficient estimates 

Further, economic reasoning also makes 
It sensible to suspect non siationariiy in the 


yearly budget deliats at least due to the price 
effect, which cannot always be taken care of 
by incorporating time trend variable m the 
model 

I hus, the alternative methods ol deter 
mining the degree of differencing arc not 
without limitations, and a foolproof mcthcHl 
still eludes lesearchers 

The implications of wiongly testing loi 
the unit root models were studied by Nelson 
and Kang [I984( and Plosser and Schweit 
[1978] It was shown that out of the three 
distinct possibilities, vi/, differencing 
removal of linear trend, and doing nothing 
the last alternative, namely, doing iiotliing 
when differencing is needed can have due 
consequences, frequently leading to lalsciv 
significant legressions ol non stationary 
scries on time and on other independent 
non stationary time scries On the othci 
hand, the consequences of uiinecessai v di I 
leiencing were shown to be lar less venous 
meflicient though unbiased and consisiem 
parameter estimates 

in any case, over differencing is not as 
dangerous as undci diflerencing as brought 
out clearly by the past studies In lad the 
designers of the slationanlv tests ovei the 
yean have sought to biiifd a btas in t<ivoiii 
ol over difleieming While surveying tin 
literature on unit loot testing, Du key Dell 
and Miller make it clear in no unambiguous 
terms “Wc do this because ot what w< 
perceive to be the relative impoiiancc ol the 
two possible errors in deciding on dificrcii 
cing failure to include a dillerencing 
operator when it is nreded results in bound 
ed forecast intervals that must c'vcntually be 
tcHi narrow, giving tinrcasonahic conlidencc 
in the torccasts, cspc'cially ibe long tcim 
toreeasis This can be especially tiue it a 
poivnomial trend plus stationary error 
model IS used when differencing is needed 
Iven it the polynomial trend fits well over 
the span ot the observed data, extrapolating 
It implies a strong assumption about the 
future and this may well produce highly 


unrealistic forecasts and forecast iiMervalg. 
It is also quite possible fot the polynomial 
to fit poorly at the last data poims.'resulting 
in poor short term forecasts. On the other 
hand, diffeiencmg when a V is not needed 
IS unlikely to have serious consequences 
Such ovcidifieitnqng can even produce 
forecast results equivalent to those from a 
model without a V (Harvey, 1981) Over- 
differencing can also sometimes be delected 
and corrected at the modeling stage 
[Abraham and Box, 1978] At worst, use of 
V when I pB with p<l is more appropriate 
will tend to produce more conservative 
forecast intervals" [Dickey, Bell and Miller, 
1986, p 16] 

I he single most important reason as to 
why wc did not resort to these formal 
statistical tests was the ambiguities posed by 
them for multiplicative models The difficui- 
ty ol applying these tests to multiplicative 
models will be clear from the very design ot 
such models as can be seen in the next 
section 

lil 

Siationariiy Toting in 

Multiplirativr Modols 

In general, a seasonal multiplicative 
model ARIMA {HDD)*(n44|) rcprcarnis 
the piovess 

(a,.{i)ip(A)(l il" (I Af‘x,-by(Od^a)t, (4) 
where apfi), ^ 1 ,( 2 ), bQ(i), and are 

polynomials in the backshift operators, 2 
and ((where i 2', s being the width ot the 
scasonalitv), and, i, is the white noise 

Thr model being multiplicative, the rek 
vani characteristic equation is a product of 
two polynomials, one toi the inter year 
vanaiion and the uthei lor inira year vana 
lions As surh (here could be four possi 
bilitics I he series could be (a) staiionaiy 
with respect to both the inter as well as 
Ultra year variations, (b) slationaiv only with 
icspcct to inita scai movements and 
lumiogctieous with respect to inter >c.ii 
movements (c) staiionaiy with respect to 
inici Scar movcinenis and homogeneous 
with respect to iiiicr vcai moveiiienis, and 
Id) seiics au non statioiiary but 
homogeneous Cases (b) and (c) denote a 
kind ol paiiial stationantv, while (a) refers 
to the lull stationantv lot mulliplicalivc 
scnis and vase (d) would imply non 
slalioiiaiily 

1 lius while the situation ol lull staiionari 
ts implies that both the AR polynomials 
a|(c)) and should satisfy the siaiionart 
ly conditions sepaiaicly, the disadvantage 
With tesung lor siaiionarity in the combined 
nolsni I iial, )a,,(i| (>,,<2)j. is that even when 
the roots of the combined polynomial he 
outside the unit circle, tt docs not ensure that 
the roots ol both the component poly¬ 
nomials also do so This can be shown by 
extending the derivation ol the testing equa¬ 
tion While a comprehensive discussion ol 
all the problems involved in such an exten 
Sion would require a separate study, a ten 
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tttWe wnwon of th« testing equation for 
seasonal models can be denved by pro 
ceeding as follows 

The problem now ts to decide about the 
last differencing for both the non-seasonal 
(yearly) as well as the seasonal (monthly) 
component processes As in the case of non 
seasonal models, to simplify let us consider 
the series as already transformed upio the 
last but one differencing for each o( the 
component processes Accordingly, consider 
the process, 

(1-n) y, * c, + u, (1) 

(I Qk) u, - c, 4 c, (2) 

where (I) and (2) represent the yearly and 
monthly component processes respectively, 
y, and e, denote the respective transformed 
senes up to the last differencing such that 
fi * V (Obg'fOx,, and e, = 
d^(A)(^^(i)V® '] •*,, r and p, the first order 
c^fiaents to be tested, and, c, and con 
stants (mdicaung possible mean ‘dnft’ of the 
senes) 

The Dickey Fullo- type of equation can 
be obtained as follows From (I), substituting 
the value of u, (I ri)>, c in (2) we 
obtain. 


(1- 

CA)(1- 

ri)y, = 

(1 cA)c4e,4e, 

, 

And, using the decompositions. 


(I 

ri> 

as 

(l-i)4(l-r)i. 

and 

(1- 

pA)-(l 

«+0 

e)A, the final 

testing 

eouation can be obtained as 


YV, 

,y,'(c- 

i)y, ,4-(r i)y, , 



4(1 

er)v, 


(4) 


where p-(I eA)c 4-Cj Similarly assuming 
that e, IS weaki) dependent and hetcro 
skedastic, the Phillips Perron type of testing 
equation can be derived for th« 
multiplicative models as 

V, ev, , I rv pry , i pi c (M 
1 he equations (4) and t'i) imply that tin 

tests tor seasonal and non seasonal dittercn 
cliig have to be condueted simultaneously 
and separate testing will lead to speeifica 
non bias On the practieal side while the 
Dickev F ullti seision of the testing equation 
IS conditional on the prioi knowledge oi iiu 
ciders ol the pesivnomials involye*d the Said 
Diekev version would involve liuniaiion ol 
two aiitoiegressive polynomials icsuliirig in 
e*ven longei testing equation wiih moie 
nuisance parameters As lot the Phillips 
Perron version the / transformations sug 
gesied lur non multiplicative models may no 
longer be valid as the assumption of the 
composite error being ‘weakly dependent 
and heteroskcdastie’ may not hold Also the 
z transformations involve double irunea 
tions of the lag order for eomputing the 
population variance 
In an attempt to cheek the eorreeiness of 
the vearly diticreneing decision in the fN 
model, we have fitted the testing e(|uatiun 
(4) which IS as tollows 
Data from June 1981 to March I9K9 

W, y, . lOly, , OOllv, ,, 

T. ( 8 23) ( 029) 

+0 964y, „+ZU4 86+c, (6) 

n 371 (1 45) 


» 051 0 - 9948 DW - 2 009 

The regression results show that the 
hypothesis of unit toot at 12th lag cannot 
be rejected Although this result appears to 
confirm the patte>rn of the SACF and 
justifies the 12ih differencing of the series 
in the TN model 1 would not recommend 
the test as a pre speeilteation tool lor deter 
mining the ordi r of ditfeicneing 

IV 

Testing and Reestimalinn 
A ( ntique 

I he study by MW is an attempt to le de 
the cmpiiieal cm leise ostensibly with a vi< w 
to improve upon the model used in the IN 
Much ol the empirical work has been on the 
same lines as in ihe 1N They also slaried 
by convening the cumulative month end 
series ol the budget detieit into monthly 
change senes I urihei despite then erilieism 
icgarding Ihe ehoiec ol the Box Jenkins 
menlel in the T N they did not seem to be 
averse to using the seasonal ARIMA models 
Ihe crucial difl lenee between the TN and 
their study tuiwevei stems from the decision 
as to whethei oi not the seasonal (12 month) 
diflereneing is needed 

MVk in then (ajerntss to eoiid Jet loimal 
tests have niiss|Xeilied the testing equations 
lor Lsampli to ,.onduet the Dieky I iillei 
type ol lestinj iwo separate equations weie 
specified one tor monthly and Ihe otiui tor 
yearly diltiieiicmi. (of eouise yyitli and 
ysithout the iiiiu 1 end in each e ise) Ihe 
iquations aie 

V \ (c t (1 I) \ J i (f) 

where s is ii oiiihly deli ii i I P 
t I I and yyiih the null hspotlusis i I 
Siniiliilv the Philips IVrron iisi i e bind 
on the eepi Uk'i of the loini 

X M I ' < ( ; 

ysith Ihe hypoihe is that t I leyo ill r 
naiive hypolhesi eyiie considi icd til unit 
rcKil exists at I ig 1 m I fn) uiul tool esisis 
at lag 12 lot e leh ol these tu v in mis eeete 
inytsiigaled lunitlv ysilh md yyiihoiii i 
time tiend 

Ihe main II m m ih lesiini loi the uiiii 
loots by MW lies in the spi eitie moo ol the 
test equation As we hise seen in Ihe 
pieyiuiis setlim uini lool tesliiit in 
multipllealise iiuidels niyolyes sniinll nieous 
estimation and testing 1 1 hspotliesis loi boih 
seast nal as yeell is non se ison il ehtleieii 
ing Aeeordnitly the 1 l iii it on li be 
esiimaied should be eiihei the loin >1 
equation (4) 01 equalieii t‘) Insle ul MV\ 
have sought leslnu ten Ihe sntioniiny ol 
Ihe combined poivneimiil which cm he 
achieved even when one ol the eemipoiieiii 
pol/nomials IS non s iioiiars I vend then 
sepirate testing pioeeduits sluiwed that the 
series are siationarv it does not ensuie st i 
•loian'v ol Ihe eoiiponem series 

Ineidcnially an aspect ol the estimation 
in MW that cannot go unnoticed bv diseet 
ning eaders is that the re specified model 


IS fitted on fewer than available observations 
1 hus, out of the total data span from Apiil 
I98U to March I989, the ypeeilieation in 
terms of one yearly, and one monthly lags 
leaves the researchers with as many as 95 
observations (from May, I981 to March 
I989) Yet MW have chosen to fit the model 
only on 59 obsctvations from May I984 to 
Mare h I989 Trivial may Ihe dee ision seem, 

It has implications for long term forecasting 
with then speeifieation While their reason 
to drop as many as 36 iniiiai observations 
IS not known re esiimalion of their model 
on all the available 95 obseivations, gives a 
clue regarding its meonsisteney These regres 
Sion results are as follows 
Data May l9Ki thtough Match I989 

(I 0 47 A' )(l + (ll 6 A)x, 379 6 4 - t, ( 7 | 
t (4 55 ) ( 148 ) (1 66 ) 

R 0 23 sn 1369 8 DW 198 
fht regression results (7) are widely different 
from those oblained by fitting the speciliea 
non on the 59 observations from May 1984 
to March 1989 I hus their model speeitiea 
lion can at best be regarded as locally ef 
lieieni ind may not be usif il lot longer tune 
lureeastinK 

\ 

(hher \sp*‘«is «f ( rilictsni 

( noK t <11 Ml Mom I 

Il IS alleged that Ihe IN abstained from 
any obiee'ive eiiteria while prelerring Box 
lenkinsmodelstoothei lypesol models fot 
deriyiiii tile budget delieil norms The cnlies 
lielthii the eiueial issue is not whether the 
Bos hiikms model is proeeduialls supeiioi 
u the mhei mtihods bin whelher on Ihe 
ivtiige 11 'olee isis nioillh end hiidgct 
Irli IIS more aeiUMielv than the other 
iiielho I 

lliis criti ism I bled on lack o' 
mulcisimdiiu ol ihc jeiiciil iialuie ol Ih 
Bos lenkins iiudils Ihe m im re ison lo 
pieleirmj Bos leilkiiisni Klelsinihe INwas 
nol due 10 then pioitduiil su|ieii«rily to 
otiHi hm file lei Ihe eletnenliiy la 1 Ihil 
this yiielei elass ot pioccsscs pioyide i 
I mce ot model slilioiiaiy oi non 
si moil(ly ihil idequaicly rcpieseni many 
ol the lime sciies met m pradice |Bos and 
leiikm 19/6 f 81 As sueh Bos Jenkins 
models eiieompass most ot Ihe olhet eemi 
tnesiilv ised models siieli is ttie giowth lieiid 
eqnmon ilienlels raildoiii walk models 
eypoiKiiiial snioolhmj models md soon 
which eaii he (tensed i special lascs by irii 
|i iMiie suiuble iislii noils The purpose ol 
I c e nim, these oihe r mode Is in Ihe IN w.is 
only lo In my oui Ihe maladies ol restriiled 
peeilieaiioiis By nature being moic 
genetal Box lenkins models sutler less tiom 
spi itieaiion bias 

In fact II IS doubtful il one can legard 
Box lenkins models as/wueeduni//) supenen 
to sjy a lesiiieled meidel such as Ihe trend 
equation Linlikc these lestricicd models, 
Ben lenkins methods involve eumbersom*, 
and often not very obieelive procedures per 

mj 
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taming to, identification of the degree oi oiN 
ferencing, determination of orders of 
polynomials involve, as also estimation by 
iterative procedures. Thus, procedural con¬ 
venience is certainly not the main considera¬ 
tion for preferring these models. The mam 
reason for the choice of the Box-Jenkins 
models is the amount of freedom they af¬ 
ford in identifying and capturing the trend 
components. 

Nature oe Forec asi NtiKW'. 

Regarding the nature of forecasts 
of month-end deficits from the model 
presented in the TN, it is pointed out that 
for all the twelve months of the forecasting 
horizon, i e. Fiscal year 1989-90. the forecasts 
were consistently lower than the actual 
month-end deFicit which does not speak well 
for the particular Box-Jenkins specification. 

To begin with, the critics have wrongly 
assessed the out-ol-sampic forecasts derived 
in the TN. Presumably, they have come to 
their stated observation alter comparing the 
cumulated foreca.sts (Fable 2, column S ot 
the Technical Note) from the specified Box- 
Jenkins model, with the actual month-end 
deficits (lable 2, column 2). Actually, as can 
be expected, since the model was fitted on 
monthly change senes, the forecast inference 
results do not apply to the cumulative 
month-end budget deficits but to the mon¬ 
thly change senes, whose forecasts were laiet 
converted into month-end deficits to be com¬ 
patible with the original senes. Thus, on the 
basis of these cumulated forecasts it is dif¬ 
ficult to conclude it they are biased. The cor¬ 
rect way of judging would have been to com¬ 
pare the non-cumulated forecasts and with 
corresponding actual monthly-diflerenced 
deficit series Thus, a major reason for the 
observed 'consistently' different trend, is 
built in the way the deficit senes is viewed. 
Once the transformation process is clcai, it 
is not difficult to understand the biased 
trend of cumulated forecasts. Just one wide 
outlier data point could be sufficient to shift 
the subsequent tretid of the accumulated 
forecasts. This shift could be even more pro¬ 
minent if forecasts for subsequent months 
of the year are based on previous months' 
forecasts, which is the case in the TN. 

In fact, the unbiased nature of the forecast 
errors is clear even from the regression 
diagnostics pre.sented along with the results 
(see Appendix Table A.3 of the TN). Given 
the adequacy of the model as represented by 
the R-bar and the SEE, the RMSE, the 
MAPE, the Q-statistic or the plot of 
residuals do not suggest any consistent bias 
in the residuals 

This leads us to believe that the 
phenomenon ol the forecasts for the twelve 
month period (1989-90) being consistentlv 
diflereni from ihc actuals, could be due to 
certain 'shocks' m the form of policy 
changes occurred during the torecast period 
that might have generated a higher than ihc 
past trend in the actual monthly budget 
deficits 


VI 

(^uncluiiion 

Thus, in brief, the criticism levelled 
against the model is not quite warranted. 
Al.so, their alternative model specilicaiion 
can, at best, be regarded as locally efficient 
and may not be useful for longet time 
forecasting. 

All this, however, is not to say that the 
model specified in the IN is final and Ihcic 
exists no scope for improvement in several 
aspects. As mentioned in the TN. there could 
be a host of factors other than scasotiality 
and trend, which tnflucncethedclicit ot the 
government at any point ot time, atid that 
it is necessary to take into account the im¬ 
pact of all relevant economic variables hav 
ing a significant bearing on the level ol the 
deficits. The re-speciFied version by MW also 
suffers from these drawbacks, and to that 
extent, cannot be taken as methodological 
ly much diflereni from, let alone superior 
to, the original specification. 

More importantly, the technical ‘innova¬ 
tions’ suggested bv MW leading to the 
modified model, does not stand theoretical 
reasoning. In particular, it is doubtltil it the 
so-called 'rigorous' test.*, of stationantv ci>n- 
ducted by MW are valid in Ihc sonievi ol 
multiplicative autoregressive models In the 
absence ol belter test procedures, the con¬ 
ventional methods relied upon by the 
authors of Ihc 1N, based on the SA( 1, ap¬ 
peal to be more relevant. 
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DISCUSSION 


Institutional Credit and Overdues 

D RajaM'khar 
G Suvarrhala 


I 

STUDEN rs of political economy have been 
arguing that, in the rural areas, the financial 
system has been subordinatc'd to the interests 
of the rural rich Pointing to the growing 
political clout of the farmers’ oiganisations, 
reflected in the prominence of political 
stalwarts like the late C haran Singh and IXvi 
I al. It has been argued that the ruial bank 
ing system has been (mis)used to piosidc 
subsidies and easy money tor those who 
belong to this class Overdues to the banks 
are only a symptom of this basic malaise 

Be that as it may, we arc grateful to A S 
Kahlon foi initiating a debate on this im 
portant issue ('Institutional f redit and Over 
dues Borrosvers’ Angle' t/’H F ebruary 2 
1991» within the narrower framewotk of the 
existing financial system I he mam argu 
ment of the paper is that the loan policies 
and procedures of lending institutions have 
impaired the borrowers’ ability to secure ade 
quaic mcremenial returns to enable them to 
repay then loans ( onsequentiv, the over 
dues have been mounting The authoi, by 
using evaluation studies. District Oriented 
Monitoring (IX)M) studies and supply side 
studies conducted by NABARD in the early 
1980s (which are not easily accessible to 
icseaahers), highlights the impact of factors 
like under financing, tight repayment 
schedules, absence of initial grace period 
short loan maturities and delays in sanction 
mg of loans, on overdues While emphasis 
mg these points, the author has noted the 
hiatus between actual implementation and 
the set guidelines For inslance,as per the 
guidelines of NABARD, a banker must give 
1115 years’ time to the borrower in order to 
enable him to repay instalments foi schemes 
like dug-well with pumpset However, in 
reality the borrowers are provided with only 
a lO-year term Similarly, the author has 
noted the variation between the actual unit 
cost and amount disbursed in various cate 
gories of loans, once again arguing that the 
shortfalls have contributed to the default 
1 hus he concentrates on the causes of non 
wilful default 

One cannot deny that these kinds of in 
stances do occur in rural areas However, for 
any attempt to examine the problem of over 
dues from within the existing system, among 
other things, it is essential to consider not 
only the perceptions of borrowers but also 
the perceptions of the bankers and other 
relevant issues ' The points that need to be 
raised here relate to the reasons for such 


dcciaiicm liom norms Ihc reasons might 
have been rooted in the day to dav field pro 
bkms of the bankers Ihe field pioblems 
may range Irom inadequate stall to striic 
tiiial problems leading to delays in loan 
disbursement and liom political imcivention 
to hot lowers attitude towards the formal 
credit agencies 

II 

Kahlon has atgued that detective practices 
h,ive oniributed to the problem of overdues 
But to what period do the overdues refer 
red to III die attick belong' Ihe question 
assuiiits mipsiitaiice ben-ause there has been 
a sigmlicant change in the nature of ovei 
dues during the 1980s While many of the 
ovcidues of the tarlv 1980s were on account 
of non willul defaults those m the late I9X(K 
arc essentially the result of wilful defaults 
The level and growth of overdues amount 
held by willul defaulteis has rapidly inercas 
cd during Ihe period 1984 85 to 1988 89 ’ 
I his statement is furilici corroborated by the 
evidence provided by the Khusro ( ommii 
tees “Review of Agiicultural Credit System 
III India” Ihecommiiiec in order to ascer 
lam Ihe borrowcis perceptions ol the 
causality of defaults interviewed l,0lt 
defaulters across different types of credit 
agencies and the results are presented in the 
accompanying tahk Ihe tabic 'hows that 
crop failure due to adverse weather conJi 
lions and inadequate income generation 
from the activities loi which loans are sane 
tioned are important reasons contributing 
to the problem ol ovcidues Only a small 
proportion of defaulltrs cited Ihc defective 
lending policies such as very high repaymcni 
instalment amounts unsuitable repayment 
schedules and high interest rates as the cause 
lor overdues The yiroiyottion ol bonower» 
stating these factois as tease ns lor overdues 
are 0 9,2 I and 0 t in ( Bs R RBs PACS and 
IDBs lospecinelv The committee noted 
that "the laigest percentage ol respondc nts 
1 c 54 7 |)cr eeiii dclaulicrs to ommcrcial 
banks 54 4 per cent to I’LDB and 52 pet 
cent to PACS, did not indicate any specific 
icason which compelled them to default m 
repayment ol dues to the ciedii agencies 
I his s, in lad a D* i i Know eitcvoiy 
some of these could be cases cif willul 
defaults’ In lad the change in the 
language ol the bankers rcliccts this they 
s|ycak now not ol lepaymcnt, but ol lecovc 
ries, tic laltci term iticludes an element ol 
cocrcioti 


From the above it follows that the factors 
eoniiibuiing to overdues have changed subs¬ 
tantially 1 he defective loan policies and pro- 
ccdiiies ol lending institutions might have 
contributed to the problem of overdues in 
the 1970s and the early 1980s But the main 
laeioi contributing to the problem of over- 
dues til the late t980s is, wc think, political 
intervention (both illegitimate and legiti¬ 
mate) in the luncttoning of the credit deli¬ 
very system m the loan metas and also in 
the sanctioning of loans under government 
sponsored schemes, wherein the banker has 
been marginalised (totally and, perhaps, 
willingly) Ictgitimatc political intervention 
refers to the loan waiver given by the Na¬ 
tional 1 mnt government when it implemented 
Its election promise It may be politically 
legitimate, in banking terms it is disastrous 

Another important factor contributing to 
ovcidues IS the massive growth ol the rural 
credit delivciy system in the last 20 years 
leading to delays which aie structural in 
nature in the sanctioning of loans ” hit is 
a managerial argument Fur instance, 
bankers in western Orissa agreed with us that 
loans aic delayed 1 his delay, they point out, 
IS the result ol a rapid increase in the number 
of boriowers and the absence of a corres- 
(londiiig increase in the staff, given the ban 
on recruitment Fven if they have staff, it 
would be difficult to ensure that loan in 
stalments arc disbursed in time C onsidera 
situation where 50 dug well loans are dis¬ 
bursed across th^ bank’s catchment area In 
seveial instances, the due dates of disburse- 
meni fall on the same day ! he banker has 
to make pre sanction visits to all the bor 
rowers before sanctioning the next instal 
ment Because the borrowers are spread over 
a wide area, it is difficult to complete the 
pie sanction visits within a short period 
Hence the uelays 

let us assume that the defective policies 
of the lending institutions continue to ex 
1 st But these problems were unearthed in the 
early 1980s by the studies conducted by the 
National Bank which aie lefcrrcd to by 
Kahlon Why did not NABARD act on tts 
rcsc.irch findings' Why didn’t it sec to it that 
the defective policies ol the lending institu 
turns weie <hanged' If indeed NABARD 
made such effort, then why did the banks 
Ignore NABARD’s instructions' 

W' know from out own held work that 
many of the natiumhsed banks have also 
conducted both studie* and .xpetiments on 
this subject and that they have an excellent 
utiderstatiding ol both the problems they 
lacc and their own limitations I hey have 
learnt Irom their experience Wc are not sure 
whether this is the case with the NABARD 
which IS a buicaucratic organisation For in 
stance, NABARD’s idea in Bombay about 
the kind of data available with lead bank of 
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ficm of the districts is tai lemoved from the 
reality, as we i>aw in district after district In 
this there is a gap which is felt bv the 
distnct/regional staff ot NABARU iiscit 
We had the exhilarating experience ot 
NABARD’s field officers telling us that the 
data their head offices wanted ate simpiv not 
available 

Kahlon suggests that the problem ol 
mounting overdues is the result of bank'- not 
following the NABARD's guidelines uch as 
icpayment schedule and grace period liislly, 
why IS It that banks are not following the 
NABARD’s guidelines' What do thev gam 
by having massive overdues in then banks'* 
Wt can turn around and ask why should the 
banks follow NABARD’s guidciiT i ’ Wc 
know of several guidelines''cii<.ulais of 
NABARD which were not very well thought 
out and on which NABARD kept on ihang 
ing Its mind and issuing ficsh instiiiciions 
Certainly they ate well intentioned But the a. 
guidelines were formulated b\ t f nets in 
Bombay who often were devoid ol any field 
level banking expel K ncc f he bankers, on 
the other hand, are opciating at the ticid 
level and they know then problems and local 
tealities, which include the borrowers ability 
to repay C onsidering that many ol the loans 
referred to by Kahlon went to those who ait 
not the poorest, a reduction in repayment 
period or less-than the notm linancinR 
would not be critical Such a leduclion could 
even be justified on the giounds ihai the in 
vestor must have a slake in his invesiment 
if the loans were used tor the stated purpose 

In (act, we argue that while the guidelines 
are necessary, they must be svell thought out 
tested and they should not be rigid in a large 
and diverse country like India B.mkers deal 
<ng with borrowers should have HeMbilits m 
deviating here and there trom the guidelines 
The fact of the matter i' that the problem 
of overdues can paitly be explained by siru i 
adherence to the gilideiines set up hy (he 
apex institutions regarding the amount to be 
given for a particular scheme and the inabili 
ty oi the apex institutions to make quick 
amendments in the guidelines based on field 


Particulars 


( rop failure due to weather 
( rop failure due to other leasons 
Inadequate income generation 
Instalmeiii oi repaymeiii too high 
Unsuitable repayment schedule 
Diiersion of amount for other purposes 
Political Intel trienie and misguidance 
Lack ol understanding ol terms 
High inlerest rate 

Non adjustment of earlier paid instalmeni 
Untoreseen development in iht household 
\ny other 
None (no problem) 


realities It makaa good sense tor the bankers 
to deviate from such guidelines when taking 
decisions in the held 1 his, alter all is the 
issencc of a decc'niraUsed approach The 
solution lies in dialoeuc and action rescan h, 
but the system loi this has to be set up Here 
NABARD, as a pioinotional agency may 
take the lead 

Hi 

We eel an impression trom the aitielc lhat 
the pioblem ol overdues is the result ol 
NABARD s guidelines not being followed by 
the lemliiig insiitutions In tins east ii must 
be noted that then is a serious pioblem ol 
eominunieation between the oltiecrs ol the 
apex institutions and the banking institu 
lions Iht held reality is tliai the hankers 
(small and big) n-sisi the su|Knisory superior 
role- assumed by NABARD as an institution 
As lightly expressed by Ixinvinde the 
NABARD otfieials’ “altitude towards both 
I BO and BMs (branch nianagcis| should 
noi be* that ot an overbearing supiiioi but 
ol a Inend Such an attitude will have to be 
carefully eullivaied because il does not tome 
naturally to those who work tor apex institu 
tions”'* Die fdti lhat, at a personal level, 
NABARD olheidls get along icasonabiy well 
with bankeis does noi enangc this basic post 
lion Has NABARD ever tried to change its 
attitude il noi why not’ We are suie 
Kahlon in discussing tl e pioblem within the 
existing system would not deny the impor 
tanee ot this aspect in analysinv ihc hanks 
altitudes to NABARD eiteulai* 

I he rout ol the pioblem seems to lie in 
the lael that, nil 1982, such circulars had ihe 
aulhoiiiY ol the Rcscive Bank (ot which 
NABARD as ARD< was a part) and wc re 
leecptcd bs the banks as directions ot the 
monetaiy authority But alter NABARD s 
independent set up in 1982, it is no longer 
pan ol ihe RBI, its officers do not wield itie 
authoiiiy ol a central bank and lack eitcli 
bilitx on then own I hen oigamsation is 
Seen as a routine rehnaneing agency Its ol 
hens seem to have diltieullv in aceeplini* 
III! Il new rote as olheeis ot a pioinotional 
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developmental organisation rather than a 
regulatory one This is true of NABARD as 
a whole as well To Ihc officers ot the com¬ 
mercial banks, NABARD ofliecrs are arm 
chair ihcdinis who arrogate to themselves 
the powei to give meaningless directicms, and 
this IS rcsisteHl Vik regrel the strong language, 
hut this IS our field observation 
This needs to be changed, and we would 
like to otter oiii own suggestion, once again 
within ihc iramework of the existing system, 
here Ihe AC RC (Khusro Committee) has 
suggested that RRBs be merged with their 
sponsor banks Instead, the equity of the 
sponsor banks—it it has not been eaten 
up can be iransicrred to NABARD, and it 
< hould lake up the lesponsibiluy of manag¬ 
ing them This will give NABARD oflicials 
,1 have in the field and an opportunity to 
show how rural credit institutions should be 
run They can then take up ihc lesponsibilitv 
lor implementing the Service* Area Approach 
and show whai can bi done with the* Poten 
tial I inked Plans N \RARD h4is taken the 
important step ol posting i" olficeis to 
distiKtsas District Uevelopmi'iil Managers 
Ihcse DDMs could also lunetion as (he 
General managers oi ihe local RKB they 
can show how linkages can b piovdcd and 
the quilily ol credit laised lo ilu 'equired 
level Alter llial lliiie will In no eiedihililv 
pioblem I hex can lead bv examjilc not 
iliioiigli cir> III irs and bankt's will willingly 
follow 

>Otl*S 

i\ke thank \inod Vc isiilii iiid V M Rio loi 
ilicii commcnis on in unlu i di lit ol this nolc 
VSe would like lo leilii iK llni Ihcs in oiii |i< i 
coinl Clews I 

1 Ihiscc II ICC aUi mpicd lO gel by iiiteicicw 
ing hoiiowcis and hankci* in 10 disiiiels 
.urosc live states in ihc last 18 rnonllis oi so 
111 a proiicl sponsored bv NABiyRD Wi 
would like to coiiiiticiil on Kahlon iioiiits 
on the basis III nil own liilil vsoik in scseral 
moor si ills on ih ti lots inilucnciiii.'ovci 
due but wc cannot present ihc data hen .is 
ssc iitiilthc wiiiuii iviniissioiiol NABARD 
lot piibliealinn and this wc do iioi havi Bui 
sec lot example l> Rajasekhar ind \inoil 
\\ iciilu I he Rural ( rcdtl IXlivtrv Sc clem 
\ Sliidv in Pall Disiticl ot Rijaslhan / PH 
Reciew ol Vgiiculture Scplcmbci 24 19U0 

2 iDstcl on ihc data cm disinhuiion ol ovci 
dues anuMint by status of def.iultcrs collected 
from iboul 100 bank branches (belonging lo 
lout ispesol 1 rcdil agencies ci/ CDs RRBs 
PAfSaiidl DBs) spread OVCI lOdisiiitls in 
live siales Howe'er we are unable lo pio 
vide this iiifoimalion without the wnllin pet 

I ssion which we do not have Interested 
tcadcis art rcletred to Ihe Report on 
Slienglheniiig Ihc ( redil Delivers System 
siihmnied to the general manager, F APD 
NABARD Bomhav in March 1991 
1 Khusio Commiltee s icpoii p 1S2 
I 1) J Kanvinde ‘ Service Area Approach 
Siuli Hank uf Mm Monthly Revwn, 
lamiaiv 1990 p 9 


Soune Report on ‘ Rewiew ul Agricultural C re*dil in India RBI Bomhav 1990 pp SSI 


Iahii Bokrowiks Viiw oi Cmsmiiv Ol Diimiis 
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Reaching 
a new high 



A t Colour-C'hcm, this is a 

tiedo It keeps us trying harder 
seeking greater heights to conquer 
lhats how we’ve more than 
doubled our exports in tht I ist foui 
years reaching a new high of 

Rs 167*) lakhs in 1989 90 An 
export performance based primanls 
on indigenous value addition - in 
order to maximise net foreign 
exchange earnings for the country 
loda> we aie' a rceogni/ed 
Export House with Star I xporter 
status export oiganic pigments, 

dyes and intermediates to the most 
sophisticate (f markets in the world 
— USA West Gerraaiiy, U K 
and the I ar I ast More than 96^ t of 
our exports go to * icneral C urrenev 
Areas 

Our quest lor cxeelltnee has also 
won us awards eighteen in two 
decades 

I he quest continues 
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Long term Ciqjital gams from the sale of land, buildmgs, jewellery, shares etc attract Income Tax But 
there is a way out Invest in IDBI CAPITAL BONDS,keep your capital intact and earn interest too 

• Bonds asatUbk at par throughout • i vcmption upto Rs S lakhs from • At iht invtsiors option interest 

the year V(ealth lax under Section 5(1) for the full period of 5 years can 

• 1 xcmption from tax on C apital ^ Section 5( lA ) of be paid in advance on discounted , 

Gains under Section 54b of the the Wealth lax Act 1957 basis | 

Income lax Act 1961 • interest at 9% pa pavablt half. • No deduction of tax at source ■ 

• Income tax bemefit under yearly • Outstation cheques accepted and 1 

ScetionHOL cost of collection borne by IDBI 3 

ALSO CONTRroUTE TO THE INDUSTRIAL DEVELOPMENT OF THE COUNTRY. 


V( calth I ax under Section 5( 1) 

(xvie) read with Section 5( lA) of 
the Wealth lax Atl 1957 

Interest at 9% pa pavablt half . 
yearly 




lt)r further details toutaet the neatest IDBI tiftice or write to Manager 

INDUSTRIAL DEVELOPMENT BANK OF INDU 

inRIlf-ranT riifln Pari.1.> Himhjv 400 flOS Tpi 71AQ111/71 
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Firm Export 
Tie-up for 
65% 

Production. 



Major Piant & 
Machinery 
from 

MORi s.p.a. 
of italy. 

Cost 

Effective Dry 
Grinding 
Technoiogy. 



65 % 

of our production 
has been tied up 
for exports! 

Akhil Ceranics Lid starts out as a winner It has 
already tied up 65% ot its production for exports 
under a buy back arrangement with Mon spa 
Ihe foreign collaborators have participated m the 
Company's equity as well 

Akhil Ceramics' Rs 13 30 crore 13 000 TPA 
ceramic tile project near Tirupathi in Andhra 
Pradesh employs the Dry Grinding Technology 
This has resulted in a capital cost of Rs 10,000 per 
installed tonne — among the lowest in the industry 
And substantially lower production costs on 
account of reduced fuel consumption All leading to 
high profitability 

"To ensure that its products conlorm to be highest 
international standard, Akhil Ceramics has 
procured its major plant and machinery from Mon 
s p a ot Italy 

Ttip project IS in an advanced stage of 
implementation And with production expected to 
commence in October, 1991. Akhil Ceramics is 
poised for a future of growth and prosperity 


^ AKHIL CERAMICS LTD. 

Regd Office 1-1-380/17, Ashoknagar (Ext), Hyderabad 500 020 
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Economic Policy Debate 

Whu are the sources of increased efficiency and production in the New 
Industnal Policy and'bow does it propose to further the social 
objectives of promotion of small industry, fostering of regional 
balance and curbing of concentration^ UM 

An alliance is being foiged between foreign capital, enjoying the 
backing of administrative and political authorities in the respective 
countries of origin, and comprador business interests enjoying 
admmutrative and pobticai patronage m India This is the deadly 
alhance which will drag India into neo-colonial dependence U37 

It IS true that India is getting close to the debt trap and indeed we may 
catch the Latin American disease However, it is not the policies of the 
Iasi five-six years that has brought this about but the development 
strategy of the last four decades 18S0 

Hundred Years After 

While *he 189! Age of Consent Act ensured legal protection for 
girl-bndes and the related controversy introduced a more humane 
perspective on their condition, its fall-out was that the cause of 
women's emancipation was relegated to the background over the 
next few decades 1857 


Urban Dilrntmas 

The lack of inlrastructure, 
particularly communication, the 
absence of a planning and 
implementation process and the 
dearth of a coherent, realistic 
development policy are ai the root 
of the many problems which 
plague Calcutta as tor instance 
unauthorised construction 
and building collapses 1844 

But can a development policy 
which legitimists control over 
urban land use by vested interests, 
as the newly published 
Development < ontrol Regulation^ 
does for Bomhav make lilc more 
comfortable foi the uiban 
masses^ I84II 

Cantr Shadosv 

Janardhan Reddy s new cabinet in 
Andhra Pradesh is only more ol 
the old—the upper caste 
IS more numerous and more 
visible IMf 

Building Connensub 

The need of the hour is to build a 
consensus beiwcin Moscow and 
the republics and lewrite ihe 
national contract Even the Baltic 
states need the Russian market to 
buy and sell and lannot survive 
outude or without Russia 1846 


Inefficient but Vital 

Mindless interference in 
disbursements under the priority 
sector lending programmes has 
certainly to be acknowledged and 
countered But it cannot be used 
as an excuse for faulting the 
very rationale of the 
programme 1833 

Muffled Voices 

Slavery has an ideology of a kind 
And hetoie long Indians will 
discover that ‘dasas arc never 
heard, if they have not already 
noticed the decreasing asonance 
ol the Indian voice in 
international poiiiics and 
economics 1834 

PurpoBcIeSh Debate 

What will be Ihe effects of the 
different options being proposed 
lor the change in the roles of the 
puhhc and private sector^ What 
are the possibilities ot the private 
sector substituting the public 
sector in the economy^ 1873 

Difftant Dreams 

Rajasthan's Indira Gandhi Canal 
has hardly fulfilled the hopes it 
generated-at least not for the 
region's poor 1142 









LETTERS TO EDITOR 


Hegemonised! 

MY unease about the editorial policy of 
EPW\a& been growing over the past few 
years but I have put oif writing about this, 
li only out of editorial fellow feeling’ But 
1 have criticised elsewhere (in a (or 
thcoming issue of Manushi) so the tune 
has come to speak out in EPIV itself 
LPH' (then Fhe Economic Weeklv) was 
established by Sachin Chaudhun, whom 
I knew well He was quintessentially 
liberal, and the journal achieved its uni 
que standing lor that reason, besides his 
varied intellectual gifts But it has in re 
cent years been hegemonised (to use one 
of their favourite words) b\ a group of 
Marxists (I am not sure of the exact 
category) I hey have tried to convert it in 
to a parly journal, restneting debate to 
doctrinal strife amongst the faithful, ap 
propriating the goodwill (and money) 
built up by Chaudhun and his fnends and 
suppoiteis lor very diffiicnt purposes 
This lake over was easy because Indian 
liberals (including those on sour board of 
trustees) arc a supine lot 
Our apathy has been particularly 
dangerous in this cast because I PB still 
has a unique position amongst intcllcc 
tuals and policy makers nut only in India 
but also abroad Its intlucnce has m fact 
been diminishing because the staleness 
repetitiveness and predictability ot the 
party line bore readers - a very large 
number ol people I know only read the 
special ariicles Iheii why bother to pro 
test ’ I irst because iPW still monopolises 
an important public space and building 
up a rival will lx. cosily Secondly, because 
many readers are not assare ol the cons 
tant censorship of articles that are not 
considered ideologically correct with ex 
ceptions such as mysell (Some radical 
readers I find, take it foi granted that 
such censorship is desirable- but then 
they should found a journal themselves 
with an openly avowed editorial policy) 
To be specific, this partiality manifests 
Itself in youi choice ot articles, the speed 
with which you publish articles and the 
space you give contnbuiois Ijci me make 
It deal that I feci editors have the right 
to determine such matters, but the prin 
ciples on which they take such actions 
should be clear to their readers I am ob 
jeeting not to your taking decisions any 
editor should take, but to the editorial 
pobey being under cover If I am wrong 
about this question of time ol publication 
you have a simple remedy lusl publish 
the date ol receipt ol every special article 


you publish (And incidentally, why not 
publish the date of publication of each 
EPW issue correctly—the present in¬ 
correct system of dating is going to con¬ 
fuse tuture readers; indeed it confuses 
some present ones) 

lo go back to the issue of partiality, i 
have also heard complaints that letters by 
critics of EPW favourites are doctored 
without their permission, which again 
misleads readers 

In conclusion, I should stress two 
points First, these misgivings are very 
widely held, and indeed have a pre 
censorship effect—many excellent 
scholars do not send papers to LPW fear 
ing biased selection (a loss to them as well 
as your readers) Secondly, I have no per 
sonal animus On the contrary, I have 
always been treated with courtesy and 
fairness I write as a supporter of EPWf 
from Its inception, and as a genuine 
well wisher 

Dmakm\ Kumar 

New Delhi 

11 he range oi themes and w nit rs actuallv 
liguring III our pages and not siibjeilivt 
impressions nostalgia or ht arsay should 
be the lest ol whether then, i censorship 
oi articles that are not considcied 
ideologically correct” and debate is 
restricted 'lo doctrinal sti lit amongst the 
taiihlul Such concrete SCIutinv by con 
Cl riled rcadtis we wlcomc and hope to 
profit bv Unconnected with doctrinal 
coiisideiations there do oci ur delays and 
other lapses including m dealing with 
material subniitud lor public ttioii hilc 


these are, in part at least, the outcome ol 
the circumstances in which the EPW is 
produced, Dharma Kumar’s letter has, fw 
us, underscored the need to pull up our 
socks and for that we are thankful — 
Ed\ 

Private Sector in Health 
Care 

NFARIY «0 per cent of health care is pro 
vidcd by the pnvate sector and it is fast 
expanding Closer scrutiny reveals that it 
is, often, inappropriate in its nature, 
skewed in its distribution, expensive in 
Its manifestation and largely unregulated 
m practice The present climate of 

‘marketisation’ and ‘pnvatisation’ is like¬ 
ly to adversely tilt the situation further 
This warrants a thorough debate on the 
subject With this in mind, the medico 
friend circle has chosen the above 
mentioned theme for its annual meet, 
scheduled to be held in Bombay, at 
Vmayalaya (Retreat House), behind Holy 
Family School, Mahakali Road, Andheri 
(East). Bombay 400 091, on September 5 
and 6 1991 This will be followed by a 
public meeting on the subject at 
C hhabildas Sabagrih on September 7 
T hose interested in participating, please 
write to the convenor. Medico Friend 
Circle, Organisational Office 14 B, 
Noshir Bharucha Road, Bombay 400 007 
ANII PIKiAOKAR 
Convenor 

Bombay 
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Search for Identity 


T hough the renewed schism in the Janata Dal 
remains unresolved, for the present visible signs of 
tumult in the party have subsided Even so prognostica 
tions of an imminent split in the party, though seemingly 
premature; cannot be entirelv discounted toi there is more 
than a trace of residual tension in the newly launched 
public campaign of the rival factions This resurgenU: of 
factional manoeuvring in a party that is at best only 
spasmodically united appears to be part ol a process of 
defining its political identity—something that has not 
been clearly established either at its birth or at anv other 
time thereafter—in the light of the realities revealed by 
the recent elections 

Initially the Jan Morcha gioiip with a predominantly 
urban appeal comprised ns core and pertoriiied a dircc 
tive role in cobbling together a formation whose principal 
constituents lepresciited forces on the ascendant in the 
countryside The delicately balanced tensions that afflicted 
the National hiont government were expressions of this 
original contradiction Devi l^l’s offensive at the head 
of a supposedly rural lobby was periodically neutralised 
by the manipulations of the Ian Morcha The notifica 
tion for implementation of the Mandal Commissions 
recommendations undermined the Jan Morcha bv 
alienating urban middle class opinion and Devi Lai by 
fracturing his so called lural lobby and the Janata Dal 
increasingly identified itself as an OBC and minorities’ 
party as an election gambit 
The current conflict in the party is a tall out of the 
persistent opposition to this OBC identity by the non 
OBC element in the paity The overwhelming dominance 
of the OBC lobby in the party led by the Bihar group has 
generated an understandable anxiety in the likes ol A|it 
Singh who have a significant stake in north Indian mass 
pohtics The developments in Uttar Pradesh have to a large 
extent shaped the latest round of differences between Ajit 
Singh and V P Singh The departure of ihe bulk of the 
Mandal segment of the UP unit of the party to the SJP 
on Mulaydm Singh Yadav’s initiative on the cKcasion of 
the first split left the field clear for Ajit Singh to take 
control of the state unit The party’s election strategy in 
the state was by and large directed by him and as a 


consequence of its poor performance he has been 
sidelined within the party 

However, the possibilities raised by the simultaneous 
eclipse of the SJP which laid to rest the aspirations of 
his rival Devi Lai to jat leadership could not have escaped 
him altogether Yet his potential to exploit the defeat of 
his rival and emerge as leader of a strong jat lobby is 
severely restricted by the narrow OBC orientation of his 
party 

It IS entirely in keeping with the platitudes that 
announced the birth of the Janata Dal and those that have 
serenaded the party through every crisis that Aji' Singh 
should adopt a high moral tone to air his grievances His 
public criticisms of the party relate to its organisational 
weakness, its functioning through a coterie, the failure of 
party president S R Bommai s leadership in the election 
and so on And in a simultaneous move to displace 
Mandal as the party’s sole foeus he held out threats to 
revive the now defunct fiont organisation of the eistwhile 
Lok Dal(A), the Kissan kamgat Sammelan, in an attempt 
to revert the ground to a community of farm interests 
A drift in this diiection can prove beneficial to the party 
in the long run but how far he succeeds will depend on 
his capacity to utilise opportunities that present 
themselves 

In this i.ontext the budgetary proposal to withdraw the 
subsidy on fertiliscis is oppoitunc But not one to be 
outmanoeuvred easily \ P Singh has announced a 
nation wide agitation against the anti farmer policies ol 
the government in a move to pre empt Ajit Singh’s con 
solidaiion ol an agricultural vote bank This is iti addition 
to the agitations proposed to be launched on both the 
Babri Masiid and the Mandal issues Ihe idea evidently 
IS to link these issues to revive once again the coalition 
whose core was conceived of by Charan Singh and which 
was substantially expanded bv the Janata Dal in 1989 If 
V P Singh succeeds in this venture Ajit Sinvh could still 
nave a prominent role to play in the reforged coalition 
If on the other hand V P Singh fails, the Janata Dal will 
have little option but to return to its OBC moorings, in 
turn leaving Ajit Singh no choice but to make his exit from 
the party 
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rUKClUIN KCMl I lAINCCa 

Third Dimension 

FINANCE miniuer, Manmohan Singh, has 
iimself singled out the balance of payments 
atuation as the mo>t difficult of the coun¬ 
ty’s current problems He has described it 
IS precarious and the resultant foreign ex 
;hmge crisis as constituting “a serious threat 
o the sustainability of growth processes and 
srdeily implementation of our development 
irogrammcs" 

It IS in this context that one can appreciate 
he thrust of his various budget proposals 
ind announcements, be they on liberalisa 
.ion of piolicy on direct foreign investment, 
>n facilitating NRI investments or on foreign 
stchangc inflows in general, including 
eceipts b> resident Indians The last item 
efers to the two new schemes announced 
with a view to attracting additional foreign 
txchange inflows, one in the form of SBI 
lollar bonds to be made available foi pur 
:hases by NRIs and “their overseas cor 
jorate bodies" and the second of tax exempt 
pfts in foreign exchange received by resident 
Indians Even the bonds purchased under 
he first scheme can be gifted to resident 
Indians In either case of gilts thus received 
)y resident Indians, immunity and amnesty 
n respect of the provisions ol direct tax laws 
ind exchange contiol regulations are 
srumised 

Basically, what both schemes seek to do 
s to attract back home funds which resident 
ndians have accumulated abroad with a 
nomise that no question will be asked about 
heir source nor will any tax be levied If in 
ipite of the promise of amnesty and im 
nunity people would rather route their 
bretgn holdings through a third party 
ibroad, they can do so through the SBI 
foliar bonds Otherwise, they can get them 
lack directly under the second scheme In 
he case of remittances received directly, the 
idvantage to the recipient is that he/shc can 
leploy the rupee equivalent straightaway, 
whereas hc/she will have to wait for the SBI 
londs to mature, that is, tor a five year 
leriod Of course, during the period of this 
watting no tax will be leviable 

Some doubts have been raised about the 
mplications ol the finance minister’s state 
nent that “the provisions of direct tax laws 
will apply in the normal manner to the rupee 
sroceeds ol these remittances’’ Does it mean 
hat the tax auihonties can raise questions 
md demand lax on the rupee proceeds’ Or 
foes It only mean that on deployment of 
hese proceeds lor whatever purpose, be it 
IS bank deposits or business investment or 
or any other purpose, they will be treated 
»s any other local proceeds’ It is to be hoped 
that these doubts will be taken care of when 
the details of the two schemes are worked 
}ut and announced 

Will the two schemes prove to be atirac 
tve enough’ Perhaps, going by the wav the 
lawala rates have gone up even after the 


iip«iuaiion Ol uie rupee. nuriiuHy, me gap 
between the official exchange rate and the 
hawala rate should have narrowed down 
Could It be that black money within the 
country is trying to move out in order to 
come back m the form of tax exempt remit 
tances under one or the other of the two 
schemes’ Of course, the government has 
also announced an amnesty for local black 
money, but that is to attract an impost of 
40 per cent, whereas remittances from 
abroad are not to attract any tax 1 hercfore 
as long as the hawala rate premium on 
foreign exchange is lower than 40 per cent. 
It pays to move black money out and bring 
It back as remittance But if this is the logic 
ol the hawala market’s current behaviour, 
then perhaps the foreign exchange inllows 
under the two schemes mav well be 
substantial 

STATE FINANCES 

Axe on Statutory 
Transfers 

THl linance minister has made a categoric 
statement m his bi dget speech that ‘ in 
preparing this budget I have sought to en 
sure that the burden of liscal adjustment 
does not fall on state govetnmenls” But has 
he really been true to h s word’ 

Well, while he has allowed "a modest tn 
crease” of Rs 821 crore in the central plan 
outlay. It has to be conccdcxf that his budget 
does not, at the same time, envisage any cut 
in the level of central plan assistance as was 
proposed in the interim budget Should not 
the states be grateful for this meicy’ Perhaps 
they are, particularly in the light ol the 
reduction in the share of statulory transfers 
(i e, share ol taxes plus grants recommend 
ed by the Finance Commission) in the total 
resource transfer from the centre to the 
states The share of these statutory transfers 
has declined from 521 per cent in ihe 
I9')0 91 budget estimates and 47 4 ikt cent 
in the 1990 91 revised estimates to 4^ I per 
cent in the 1991 92 budget esiimaies 
That this has happened could not be 
unknown to the finance ministet In tact, the 
decline in the share of statutoiy transfers in 
the total resource transfers to the states is 
the consequence very largely ut the way he 
has gone about raising additional tax 
revenues The one source of central tax 
revenues that the states arc eligible for the 
highest proportion of (85 per cent), namely, 
income tax, the finance minister forswore 
altogcthei Lven the40 pet cent special levy 
on blaik money deposited with the National 
Housing Rank is “to form the corpus of a 
fund’’ with the bank itself to “be utilised 
lor financing slum clearance and low cost 
housing for the poor, in accordance with 
guidelines and priorities laid down by Ihe 
government*' Ihe finance minister 
altogether forgets that 85 per cent of the levy 
rightly and properly belongs to the states. 


ivpicsciiLiug as II mm me bviimuvii wi |iwn 

income tax. 

lhat the finance minister has also been 
purposefully selective in the choice of 
sources to be tapped for raising additional 
tax revenue is borne out by his actual pro¬ 
posals, particularly on the side of direct taxes 
where he has concentrated practically ex¬ 
clusively on the corporate tax On the side 
of indirect taxation, he has no doubt taken 
(.are to see that he taps those sources whose 
proceeds can be equitably shared with the 
states Thus of the additional net revenue 
from excise, including lhat Irom the 100 per 
cent enhancement in the special excise duty, 
Ihe states are supposed to get as much as 50 
per c'nt (It is not clear though how this 
calculation has been made because the states 
are entitled to a maximum of 45 per cent 
of the excise revenue, perhaps the finance 
minister is including in his calculation the 
additional yield from excise on sugar which 
IS really in lieu of the states’ own sales lax ) 
Overall, however while the centre cxpccis to 
net for ilsell as much as Rs 2 005 crore, the 
additional statuiuiy transfers on iliis accouni 
tolhc siaU' would woik out toonlv Ri6l2 
croie I t a mere 21 pci stnl of ihc total 
addiiionil rtvenue 

Will ihi states licit be entitled to a son 
elusion ol then own about the linaiKe 
minisici s silled concern lot their In ances’ 

CON(iR(SS(l) 

Regional laeaderb to 
the Fore 

BIP leadci I K. Advaiii recently sug 
gesltd ihai the days ol anti C ongiessism art 
(ivci Perhaps in the light of recent c*venis ht 
may need to elarity pietiscly which < emgress 
he meant As if to confirm that there exists 
a Congress which is unwilling to regard the 
pioposition in a spirit ol reciprcKily, the 
minister for civil aviation and tourism 
Madhavrao Scindia, launched an attack on 
the BIP, rcfening to the party, without 
naming it, as anti national The allegaiion 
was reiterated in a subsequent parliamentary 
clarification Perhaps the minister’s real 
motives are quite far removed Irom the lofty 
principles that have been evoked, but judging 
irom the response that has been elicited he 
IS no doubt saiisticd that his purpose has 
been served 

The BIP s shiitl reaction is aimed as much 
at selling the record straight as at emhar 
rassmg the ( ongressfl) following Scindia’s 
elatilication in puliament, the BJP’s 
demand is that the government should 
expl itly distance itself from his remarks, 
knowing fully well that it is in no position 
to comply Ihe Congress which has laid 
claim to be the sole piovider of stability 
cannot be seen to be chastising its own 
members at the behest of opposition parties 
Moreover, any move in this direction can 
only aggravate existing divisions in the party 
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For the moment, the BJP hu decided to 
boycott (wrliamentary proceedings till the 
Congress party repudiates Scindia’s state¬ 
ment However, this impasse is likely to be 
broken soon since the arithmetic of the 
deputy speaker’s election will require both 
parties to co operate But this does not in 
any way ease the Congress(l)’s position, 
since the party, though organisationally 
derelict, has itself become an arena of 
confliii 

The massive maiority in 1984 enabled 
Rajiv Oandhi to treat the party merely as a 
label and to promote a coterie of non¬ 
entities, thereby compellmg regional leaders 
to lie low Ihe defeat of 1989 initiated a new 
process with stale leaders like Sharad Pawar, 
who commanded a reasonable mass base, 
staying afloat by engaging in subterranean 
dissidence against the high command With 
Rajiv Oandhi’s departure, mutations are 
undci way m the Congiess and the govern 
mem's lack ol independent status has 
cieatecl conditions foi those with leadership 
aspirations to stake then claims Scindia's 
move IS quite obsiuusis an attempt to create 
a disiiiisi constituency toi himself and this 
IS of a piece with the activities of other state 
leaders Since the erstwhile cotcric has no 
figurehead to satellite aiouiid it loo has em 
barked or a similar enterprise 

In Karnat.ika Hangarappa elevated to 
chief ministership by the old high command 
lias found the states long standing dispute 
with lamil Nadu on the sharing ol the 
Cauveiy waters icontei tent plank to carve 
out a niche lor hiinstll Since this has 
jeopardised the partv’s relationship with its 
electoral alls the \IM)MK the central 
leadership to the exten' that one exists is 
not above using his di trac'ors in the state 
to mount a campaign on Ihe lelephutic 
lapiung scandal Hangara[>pa’> stand has 
come in hands tor TNC((I) president 
Va/hapadi Kamamurthv to secure his posi 
lion lie It VIS his state patty iival 
K Moopanai, in the proees allsing liimstll 
more cfeiscly svith the iMADMk Ol the 
eoitiie. Sitaram kesii has taker, a stand in 
favour ol ic>ersaiions I )i the olhci 
backward cd'tes siolaimgtht ofHeial silcnec 
that the partv has fesund pcvlitie to maintain 
Jagannaih Mishra too lor reasons relating 
to Rihai nohtus, has followed mil 

Scindius campaign bases iiselt on the 
resentment in a section of the C oiigiess 
parliamentary partv to the emerging co 
operation between the < ongress and tlje BIP 
Given Ihe BJP's strength in Madhya 
Pradesh, closeness between the two parties 
can only be to the detriment of C ongress 
leaders Irom the stale His aiiti BIP tirade 
has also given him a head stan over his rival 
from the state, Aijun Smgh, who sought to 
retrieve the situation bv compelling Semdia 
to clarify his position in parliament without 
perhaps expecting the latter to lepeat his 
Statement That Scindia's move has paid ol f 


for him IS clear from the Congt«M(l)'( in¬ 
ability to dissociate itself from his remark. 
This apart, he has managed to garner 
substantial support within thcCPP leading 
to misgivings ol the likelihood of a ‘con¬ 
science vote* in the deputy speaker’s election 
Scindia evidently has his eye on the other 
opposition parties as well But how far 
Scindia can sustain his advantage remains 
to be seen With January next being the 
deadline foi organisational elections in the 
Congress(l), lurthci developments of the 
same genre can be expected 

SMAIl SAVINGS 

What about BBB? 

WHIl L picscritiiig the interim budget, the 
then finance mmistci Vashwani Smha it will 
be recalled, made a verv interesting ivbscr 
vation while explaining whr the fiscal deficit 
for 1990 91 wav a high as 8 S9 per cent ol 
tiDP The ohscivaiioii was as follows ‘ Ihe 
increase in the (isejl deficit is to sisme cx 
tent beyond the eontiul ol the goxcinment 
due to the autononuius huovaney in small 
s.ivingseullitlion i i lesull ol which the 
provision toi loip III slate Bovermnentx 
against smell m\ iigs evllectie'nx ha' gone 
up bv Rx 2.J70 ell I III ih’ revised estimates 
Were It not lor I'lis lietoi the liscdl deficit 
now estimated ii 8 ‘‘9 pti ceiii ol (lUP 
weiuld hue bten 8 It pet cent ol CiDP" 
later in the same luidi'tt speech Vashuant 
Sinha s list ol nieasuies to reduce Ihe fiscal 
deficit included a teduetiem in Ihe provision 
lot loans to state' on account of their sham 
ol small s.uing' Imm Rs 6"’70 crorc in 
1990 91 (Rl) lei Rs 4 5(K) cieiic He was 
elteitirig this redue on on tliegMUiids that 
the National Sav ngs Scheme was proposed 
to be iianslencd to ihe lih iiai Bacbat Bank 
to be set up s< em 

In the leeiilii I v Igei lor 1991 92 lust 
presented to pailiamciil there is no nientioi 
wliaisoevct ol the |U iposcd Bharat Bai hat 
Bank Unlike the ii eimi budget which took 
credit lor onlv R' h O'Ki i rent as net eollec 
non lioin small < mgs as igain't the 
19W 91 (Rf) (igii't ol Rs 8 (HMt erore the 
regular budget tike' ercdil lot the full 
Rs 8 000 exoie Ihere s not a woid ol cx 
planatum in llu budget speech of the new 
finance mini ter wli the government has 
dropped the ide i ol etiing up a sc|>arale 
bank I) he c died Bh ii it Bai hat Bank nor 
IS there any wend iboui ilieti nliant increase 
111 the fiscal dclieil 

Although \ ishwani Sinha’s proposal to 
Iran .fer the Nation tl S tvmgs Scheme to the 
proposed new bank did not go the lull 
distance m meeting i ’ problem he himscll 
had posed iiaiiielv 'hat higher small sav 
mg' cOlletlioi mce'vitaled largei Iransfeis 
to the states and lOti equenllv a larger fiscal 
dclii It he did make i 'Ciious attempt in that 
direcii >11 bv excluding a part at least <if the 


small savings from the purvnew of the um<m 
budget The new finance minister, if he had 
wanted, could have gone the whole hog and 
excluded small savings altogether fiom the 
purview of his budget Instead he chose to 
reverse the budgetary reform initiated by his 
prcdecessoi and in the process set himself 
a higher target in terms ol reduction in the 
fiscal deficit, a target that the government 
IS committed to reaching this year in its cur¬ 
rent negotiations with the IMf- (Whatever 
else in regard to the government’s com¬ 
mitments to the IMF may have been kept out 
of pubhc knowledge that this particular 
commitment has been made is no longer 
being denied Indi'cd the finance minister 
has conceded as much in parliament) 

Irue, the state governments were extremely 
worried about the reduction in the interim 
budget in Ihe pnivision tor transfer to them 
of their share of small savings collections 
But that was natural The government chose 
not to be explicit about the sharing of 
collections undei the National Savings 
Sthenic Ihc new finance minister could 
have been explicit on this matter But whv 
did he decide not to puisue the idea of the 
Bachai Bank and lidding therein the b idgel 
ol the impact of ups and downs in sma I sav 
logs collections'* Did Ihc IMI iniervem and 
refuse to accept Ihe consequential reduction 
m the budgetary outgo as a fiscal ad|ustmcnt 
measiiie’ Perhaps 

I ORE IGN INVtSTMENF 

Doubts about NRIs 

IN1I RESIINGIV, in his budget speech, 
finance minister Manmohan Singh makes no 
reference whatsoever to NRIs when he 
speaks of Ihc decision "to liberalise the 
policy iceimc for direct foreign investment’ 
W hen he docs speak ol the NRIs and their 
investments in ventures in India, he docs so 
m a totally ditfereni context Thus he speaks 
ol' investment on a non repatriable basis’ 
lo quoit "A comprehensive review ol 
policies and procedures bearing on non 
resident Indian investments shall be carried 
out and further relaxation made in order to 
leniovc all procedural difficulties and im 
pediments to the setting up of industrial and 
other ventures by non resident Indians New 
sectors shall be made available to NRIs for 
investment on a non repatriable basis, in 
eluding housing infrastructure and real 
estate development” 

Ol course Manmohan Singh has made 
lullv known his seepi.eism with regard to the 
inflow ol NRl funds, ip and out ol parha 
ment But ij It that in the new liberalised 
pohev reg'me with regard to dneci foreign 
mvistnient a distinction is on the anvil 
between NRl and other investors from 
overseas* In a pointed questionpn whether 
or not someone like Swraj Raul, the 
UK. based NRl who at one time very nearly 
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lucceeded in takii^ om one or two major 
Indian companies, Escorte and DCM, would 
now be welcome with his foreign funds, 
Manmohan Singh was rather guarded and 
qualified his response by drawing a distinc¬ 
tion between establishing a new firm and 
taking over an existing firm Will that 
distinction be kept in mind in regard to other 
investments from overseas'' What if a foreign 
company wishes to increase its stake in an 
Indiim company from the present 40 per cent 
or below to SI per cent'* Will that not 
amount to a take over of sorts'* 

These are questions answers to which 
cannot be evaded, not for long anyway Not 
because of any so-called nationalistic con¬ 
cern for the NRIs vm a \is other overseas in 
vestors but because, whether one likes it or 
not, and Manmohan Singh’s scepticism not 
withstanding, NRIs may well be still the only 
ones who may show anv major interest in 
making investments in India in substantial 
amounts, at least in the immediate future 
And they would have to be assured ihat they 
would get at least the same tieatment as 
other overseas investors, be it in regard to 
control, repatriation of funds or what have 
you Also, from the point of view of the im 
mediate need of the country for foreign ex 
change, is a not impoitant that doubts and 
suspicions in this regard are cleared at the 
earliest'* On repatriation of funds foi in 
staiice. It IS one thing for a company volun 
larilv to riinvcsi its profits hcie, quite 
another to be asked compulsorily to do so 

NKARAfiUA 

Revolution Imperilled 

THL lust congress ot the Sandinisia 
National liberation I runt (ISLN) last 
month was to determine not just the luture 
programme of the front but also the future 
of the revolution in Nicaragua T he trout s 
poor performance in the elections in f ebruary 
last has given rise to a senes of internal 
debatesi at least some of which are indicative 
of the existence of long standing differences 
over policies within the front That these 
were never acknowledged and given room 
for development within the party is a maior 
cntique of the front which will undoubtediv 
prompt rethinking on such issues as the role 
of democratic debate in a revolutionary 
party especialts one holding power in a 
besieged country Un the other hand that 
such critical and polemical debate should 
develop at all now is indicative of the essen 
tial vitality of the party, which in govern 
ment made some very important gains for 
the people It is these gains whic h arc being 
reversed today, disturbingly, with the eon 
sent of the FSI N leadership 

Suioe us deetiun victory, the C homorro-led 
government of the National Union of the 
Opposition (UNO) has gone about systema 
itcally dismantling the social structures of 


a revolutionary stale; The first issue whieb 
came up was the role of the Sandmista 
People’s Army (EPS) which numbered 
90,000 in lebruaty 1990 and had been reduc¬ 
ed to 28,000 by the end of the year This 
demobilisation of the army and disarming 
of civilians were effected following an agree 
roent with the FSLN by which Huberto 
Ortega was allowed to retain command of 
the EPS while giving up his functions in the 
leadership of the from But the mheient con¬ 
tradiction of a revolutionay people’s army 
being under the orders of a government set 
upon dismantling the revolution became 
clear in July 1990 at the time of the general 
strike orgamsed under the National Workers’ 
Eront protestmg against the Chomorro 
government’s attempts to pnvatise industries 
and retrench workers While the army refus 
ed to clash with the workers, it nevertheless 
cleared daily the barricades which were every 
night rebuilt by the workers, often with help 
from soldiers in civilian dress 

rollowing this came the October agree 
ment between the FSLN and the govern 
ment, which an emerging left seition within 
the front,^ grouped around lomas Borge 
alleged gave too many concessions Accor 
ding to the agreement “The government in 
privatising the state enterprises takes into 
account the rights gained by the workers 
such as their right to participate m the 
ownership ot the enterprises [it] will 
authorise the funetiorung of private finan 
eial institutions, |itj will concede export 
licences to associations of producers and to 
private individuals’’ 1 hus three major gams 
of the revolution, the area ot people's pro 
periy (APP), the nationalisation of the 
financial and credit systems and the state 
monopoly of forugn trade were put in 
jeopardy Sigmticantly, the October accoid 
was m line with the official PsI N suncipoint 
released at the Sandmista Assembly at LI 
L ructio in June 1990 following the election 
defeat ot the front This text had omitted 
to lisi eithei the nationalised sicioi oi thi 
arming ot the masses as the inviolable gams 
ol the revolution 

It IS not oiilv the gams ot the revolution 
which arc in leopardv lodav but the sciv 
ethos ot a revolutionary paity which hid 
made iniernational solidarity its i eiitic piece 
In December 1990, the United Static with 
the active co operation of the Soviet I 'nioii 
showed that missiles supplied to the L PS bv 
the Soviet Union in 1986 had been smuggled 
across to the Salvadoran Farabundo Marti 
National liberation Front (IMIN) the 
previous month to counter US giltcd 
helicopter attacks on unarmed populations 
by the Salvadoran aimy I he PSI N not only 
acceded to the imprisonment of four olliceis 
on the charge of illegally transferring the 
missiles, but also to the FMLN being forced 
to return the arms 1 his was seen by a section 
of the Sandmista militants as a betrayal ol 
the international movement 


TWENTY YEARS AGO 

Emk Special Number. July 1971 

The gowenunent’s laieM economic Survey 
concludes its chapter on the tasks ahead’ 
with the iiatemoii that while the economic 
problems facing the country "add up to a 
formidable fart [the] economy is now 
better poised to tackle them than at any 
other time in recent years” The claim does 
not seem wholly unjustified by referenoe to 
some of the accepted indices of the state of 
the economy For the second successive year 
the growth of national income at constant 
[Mri es exceeded S per cent in 1970-71 
There is another side to the economic pic¬ 
ture, however That the S per cent rise ui na¬ 
tional income was the result essentially of 
growth of agricultural production is well 
recognised But withm the agricultural 
sector Itself performance was far from even 
By and large it remains true Ihat the unpact 
of the so called green revolution’ is stiU 
limited to wheat which accounts for just 
about 15 per cent of the total area under 
foodgrains In industry, even accepting 
the most optimistic assessment of the pet 
formance of the small scale sectoi. it re 
mains a fact that the lecovery from the in 
dustrial recession has been unexpectedly 
slow and painful Some of the large invest 
ment proposals which are surfacing now, 
and which account for a good part of the 
alleged to per cent increase in investment 
in oiganised private industry, are those 
which were mooted some years ago but were 
held up oil account of the political uncer 
umties of the last two years There is, 
theretore no knowing whether the moment 
turn will be maintained especially in the 
context of sluggish pubbe sector investment 
As for the rise in the level of investment in 
ihe economy, this has been achieved, let it 
be remembered against the background of 
dclii It financing to the tune of Ks 365 croie 
in I97U-7I I his yeai the dericii IS expected 
to go up to Rs 600 crore—taking the toul 
tor the first three years of the Plan to over 
Rs 1,000 croie against the total provision 
of Rs 850 crare for the entire five year 
period The alarilms on Ihe puce front have 
been loud enough and even Ihe stability in 
‘he case of foodgrains has been made POSH ' 
bic only by cheap food imports But 
nowhere is Ihe limited impact of planned 
development so manifest as in the genera¬ 
tion of additional employment It has bcen_ 
estimated Ihat the total increase in employ¬ 
ment in the organised sector of the 
economy, covering all public sector under 
'akings and non-agncuhiiral estabbshments 
III the private MCtor employing 10 or more 
workers, over the five year period from 1966 
to 1970 was a mere 5 per cent, or less than 
I per cent annually In other wonis, the 
total planned development effort has made 
not even a scratch on Ihe employment 
problem 
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COMPANIES 


Profits under Squeeze 


HINDALCO INDUSTRIES, one of the 
largest manufacturers of aluminium, 
achieved an increase of 11 per cent in turn 
over during the year ended March 1991 
Production of the metal improved from 
1,30,787 tonnes to 1,39,762 tonnes 
Capacity utilisation increased from 87 per 
cent in 1989 90 to 93 per cent Production 
of rolled products and extruded products 
remained lower at 27,762 tonnes and 8,652 
tonnes respectively compared to 28,787 
tonnes and 10,000 tonnes respectively in 
the previous year There was an improve 
ment in the production of conductor 
redraw rods from 32,962 tonnes to 33,436 
tonnes The market for aluminium re 
mained depressed despite price stability 
and adequate supplies Die non allocation 
of adequate funds to energy, transporta 
tion and other sectors and increase in the 
central excise duty stunted the expected 


normal growth in consumption of 
aluminium rolled products and extrusions 
The value of production increased 
sharply by 12 per cent from Rs 467 crore 
to Rf 521 crore Consumption of raw 
material which formed 34 per cent of 
value oi production showed an increase 
of 19 per cent Similarly, cost of power 
and fuel which formed 26 per cent of the 
value of production went up by 8 per cent 
Operating profits improved by 23 per cent 
but gross prolits (profits before tax and 
depreciation) showed a growth of only 12 
per cent and prolits before tax lose by 
only 8 per cent Despite a III per cent 
increase iii tax saving investments such as 
units of the UTI and other bonds the tax 
provision went up by 24 per cent 1 his 
resulted in a growth of only 0 6 per cent 
in piofus after tax The company paid 
dividend ai the rate ul 30 per cent on share 
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capital of Rs 32 39 crore including the 
bonus issue of Rs 14 S4 crore As a result 
of the partial conversion of debentures, 
the equity capital increased by Rs 6 38 
crore and reserves and surplus by Rs 63 81 
crore The company paid a dividaid of IS 
per cent on equity shares arising out of 
conversion of de^ntures 

As a result of the increase in equity 
capital and reserves and surplus, the debt* 
equity ratio was lower at 0 621 compared 
to 0901 in 1989 90 The increase in 
operating profits resulted in improvement 
in the interest cover from 3 24 to 416 llie 
faster nse in investment than sales resulted 
in a lower turnover ratio at 082 I than 
0 93 1 in the previous year The return on 
investment also cbmbed down to 18 64 per 
cent Irom 20 93 per cent The net return 
on shareholders' funds also showed a 
decline 

Total flow of funds during 1990-91 
amounted to Rs 15932 crore Internal 
sources, especially reserves and surplus 
and depreciation, accounted for thr major 
chunk This was utilised mainly for 
invesiments and increase in fixed assets 

Installed aluminium production capa¬ 
city was increased to I 5 lakh tonnes 
during 1990 91 The company proposes to 
enhance the smelting upacity by I 5 lakh 
tonnes The company installed micro¬ 
processor based controls in five potlines 
tossards energy conservation Similarly, in¬ 
stallation ot continuous strip caster made 
possible energy conservation and enlarged 
product mix Work pertaining to another 
cold rolling mill is under way The com 
pany is further pursuing clearances for set 
ling up a one million tonnes steel plant 
tor manufacture of hot rolled products 
and 5 000 tonnes per annum capacity 
aluminium foil plant 

The company entered the international 
aluminium market dunng 1988 89 and 
built up a sizeable mai ket in south east 
Asia west Asia, Germany, etc Semi 
fabricated products introduced in the West 
I uropean markets enabled the company 
to more than treble export earnings from 
Rs 3 73 ciort to Rs 12 10 crore in 1990 91 
As against this foreign exchange used was 
Rs 18 uore However the company 
tears the proposed withdrawal of CCS 
will have a dampening effect on exports, 
and on the industis in general 

ASE A BRf)W N BOVERI 

lechnology Dpgradation 

A si A BROWN BOVFRl (ABB) which 
completed a full yeai aftei amalgamation 
with Asea shosved an increase of II per 
cent in net sales on an annualised basis 
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The increases in profits before tax and net 
profits has been very impressive. Profits 
before tax and after tax rose by 88 per cent 
and S9 per cent, respectively, despite in¬ 
crease in cost of inputs as well as hike in 
labour costs. Profits would have been 
higher but for the delay in the realisation 
of payments from state electricity boards 
resulting in avoidable interest burden. The 
company earned foreign exchange to the 
tune of Rs 14.68 crore while it used 
Rs 26.37 crore for import of raw 
‘ materials, etc. According to the company, 
the order backlog at the end of December 
1990 stood at a lower level of Rs 230.6 
crore compared to the 1989-end figure of 
Rs 280 crore. Reportedly, there was an im¬ 
provement in the situation in the first 
three months of 1991. 

The company continued modernisation 
and technology upgradation at its dif¬ 
ferent facilities for widening its product 
range as well as improving cost effec¬ 
tiveness. New products such as SF6 cir¬ 
cuit breakers, electronic telephone ex¬ 
change for power line carrier application, 
small telemetering type STM-13, EPABX 
for telex switching, software for auto¬ 
nomous wind diesel systems, 2500 KW 
medium frequency stake convertor, etc, 
were developed. 

The turnovei ratio improved from 
0.74:1 to 1.00:1. Return on investment and 
shareholders’ fund also showed improve¬ 
ment. Gross return on total capital 
employed works out higher at 7.66 as 
compared to 3.72 in the previous year 
while return on net worth almost doubled 
from 8.19 per cent to 15.76 per cent. 

There was a fund flow of Rs 20.46 crore 
in 1990, financed mainly by trade dues. 
This was utilised mainly for financing 
sundry debtors. 

LLOYD STELL 

High Value Contracts 

LLOYD STEEL increases its turnover and 
net profits by 34 per cent and 39 per cent 
respectively by taking up high value 
sophisticated contracts and turnkey pro¬ 
jects despite the inflationary spiral and 
stiff competition during the year ended 
March 1991. According to the company, 
the continuous increase in operations and 
proBtability was mainly due to providing 
technologically advanced and composite 
package of various services such as design, 
fabrication, erection and commissioning 
of sophisticated and import substitute 
equipment. 

Operating expenses increased substan¬ 
tially during the year under review. The 
company had to import 57 per cent of raw 
materials and 69 per cent of stores and 
components consumed during the year 
under review as against 46 per cent and 


43 per cent in the previous year. There ms 
an increase of 16 per cent in the value of 
imported raw materials and 101 per cent 
in the value of imported components and 
spares. Besides, employees cost went up 
by 13 per cent and sub-contractors’ 
charges under other expenses were 
enhanced by 262 per cent. Despite these 
spurts, the company was able to reduce 
the expenses to sales ratio from 1.17:1 to 
1.01:1 in 1990-91. There was an increase 
of Rs 45 lakh in net pronts. 

The foreign exchange crisis caused con- 


sideraUe del^i io protfpectiveoidai^ TMa 
affected the order book position of the 
company. The devaluation of the rupee 
would make import of materials dearer 
and affect profitability. The company 
made no export earning other than 
deemed export billing which came to 
Rs 2.34 crore during 1990-91. 

During the year under review, the com¬ 
pany made capital expenditure of about 
Rs 5.55 crore for expansion and moder¬ 
nisation. The company has four major 
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im^iect sites equipped with all modern 
Tabrication facilities The estimated 
imount of contracts remaining to be 
ixecuted was Rs 23 34 crore at the end of 
March 1991 The work on the IS.OOO tpa 
ntegrated steel plant tor making cold roll 
k 1 steel strips at Wardha in Maharashtra 
IS making steady progress However, some 
delay in commissiorang is expected due to 
the foreign exchange crisis 
During the year under review, the com 
pany issued fully convertible debentures 


IN THLCAPIIAI MARKtl 


Akhil Ceramirs 

AKHIL CtRAMlCS is cnteimg the 
capital market with a public issue of 
19,60,000 equity shares ol Rs 10 each at 
par Ol the issue, 2,61 SOO shares aic 
reserved for preferential allolinctit and 
the balance of n,9(t,500 shares art bciii|. 
issued to the public I he issue will open 
on August 26 and close on Siptcmbci 6 
or earlier, but not before August 29 
Akbil C eramits, promoit'd bv S Ramana 
was incoipoialed as a public limited 
company in October 8K It i< iniplemcn 
ting a project foi inanufaituit ol Moor 
and wall ceramic tiUs with an installed 
capacits of H.OfX) fPA using tin ctisi 
effective dry giHiding itchiiologv flic 
plant IS located at Kavani in < liiticHn 
district of Andliia Piadt h Mu rnajoi 
Items of machiiurj itt bcinj, iinpoitcd 
from Mon Spa of lials tlic ciutpaiis s 
rollaboralors frection it Iht plain 
expected to be c t mplcicd lie‘ore the i n J 
of Septcmbti and ih proitci is liki Is ic 
bi coinniissionctl iii Oclobci I be total 
cost ol lilt piojec’ IS cstun 111 d \t 
Rs n tOcrorc which will be linancid is 
lollows equity i apit d R f 6S croit 
(including piom ikrs APIfK s shin 
Rs 267crcic) iupc< tiim lotus R i 
croit and foreign cuneiicv loans R f ft 
cron Ol theiolalpuxiucti 111 6S per cm 
would he exported to the comiiauv s c il 
laOoratorsas pci thus hick igrccmcnt 
The lead nianagtrs to iht issu an 
Canbank Pinanciil Seivucs and sBI 
Capital Markets 

Indian Acrylics 

INDIAN M PYl U S pionioicd h\ 
Punjab Stale Indusioal IVvilopincni < oi 
potation and R K C>arg managing diicc 
tor ol Steel Stiips, is eniii ing the capital 
market with a public issue of 2 86 70 (XK) 
equity shares ot Rs 10 each at par toiall 
mg Rs 28 67 ciorc to linanct in part its 
project to maniilacturc acrylic librc with 
an installed c apacitv ol 20 (KX) tonnes pei 
annum the piojcci is being set up ii 
Harkishanpura disiiicl Sangtur Punjab 
at a total cost ol Ks 190 24 cioic Du 


of Rs 124 86 cmre to one lakh investors. 
Fifty per cent of the debenture issue is due 
for convenion, increasing the capital base 
to Rs 17 79 (rore Fhis will bring down the 
debt-equity ratio substantially from the 
current level of 4 87 1 1 he interest cover 
rose from 3 37 to 4 (J4 in 1990-91 Cross 
return on investment works out lower at 
4 77 per cent compared to 694 per cent 
in the previous ycai The turnover ratio 
also came down to 0 42 from 0 63 This 
was mainly due to the faster rise in in- 


Poni USA with whom the company has 
entered into a let hnicai c ollaboraiion is 
piovidiiig complc'c know how and 
cngineciing assisiaiict I urther, Du Pont 
in association wi ii i himtex, USA, who 
art supplying thi maj >r pan of process 
jilant macliinerv is assisting the compans 
in the design and stipe i vision of erection 
and III the commissioning of the plant 
Du Pont and < ht mtex plan to adopt this 
plant for then lutua itchnology transfer 
activities lot arrylii librc and also plan 
to assist Indian Ac fvlics in exporting up 
to f (XX) lotiiii s a year through their 
w irldwidt marketiTig network according 
to I I Martin/c picsidcni C hemicx 
International New York Asian Deb'elop 
nient Bank has an cejuilv participation 
ot R 32' I ikh 111 Indian Acrylics besides 
pills iding a loan it S' 9 million loi the 
protect Out ol tht total public issue of 
2!i6'’0(KX) eqiiilN sliaies 32'(l.tXX) 
ee|iiitv ‘hues aie lescived loi palercn 
’ul allotnunt anei V (X).O(Xi shares are 
It) hi Jloiltd to nicifuil funds Iht it 
mainiiig ! 9) 20(XXl di ires art beinj ol 
leied to ibe putiiii tor subscription 
Yccoidinj loK K (iiic maiUcing ctiiec 
I 11 ol ihc eompun no problem is eii 
Msueel III stiliiij. itii pioduel a' there is 
i ire mi ndous d n an I for it ( onmiei 
eial pnidii lion ex,seeled lo slail in 
Oelobti 19(1 Ihi iib ciqition list will 
1 pen on Xiij iic ' 

Sunderhan 

FtTlilisers 

St \1>I Rill ISI RS IS selling 

up a plain loi il < n mi teeiiire ol 66,(XX) 
tonnes ol siiij 1 nperphosphate pel an 
mint II d 31 iXHIIonnts of sulpbutie a,.id 
pel annum al Mou'e Kisnni ukhiiti 
Rajgani dismei lilpntu'i West Bengal 
It aiiesliinatid cisi < I Rs 12 7sireire lo 
tinaiice in |)ail the n si ol the tiioiect 
ihi onipanv i e img the eapml 
maikel on Sintnsl 2“ Ih a piihlie i sue 
ol 20(Xi(KM)ttimis 11.lesofRs 10each 
al pa tot illing Rs 2 cioie Aeeoidine to 
Hatties Smgli eh inn tn and inanagini: 
director of tin lomp nv the plant will 


veyiments (han in net sales However the 
company earned a higher return ori nr t 
worth at 3147 per cent compared to 29 J6 
per cent in 19 •) 90 
The total <i ids flow in 1990 91 was 
Rs 7601 crore bxtcmal capital accounted 
foi 94 per cent of the* total sourr.es of 
finance More than 50 per c*ni of the 
funds was utilised for investment s in units 
of UTI to save tax I he olhei apiphcations 
of funds were merease in fixed ;i ssets. sun¬ 
dry debtors and cash and han I. balances 


be the tirst ol ns kind wit hit i a radius of 
4(X) kms 1 he annual dem md tor SSP 
IS expected to be in the ne ighbourhocxl 
ot 51 9 to 62 2 lakh tonnes by 1992 93 as 
against the installed e.ipacity as on 
I 10 1989 til 49 99 lakh It mnes fhe tom 
panv does nen theielore line <e any pro 
bicm m selling its prodi tlion of SSP The 
hull s share ol its prudi actum ol sulphuric 
acid IS line sded for ca ptisc consumption 
1 he estimated figui's of sales turnovti 
and net profit lor th. even month pen .c* 
ending Viarch 31 199’ ate Rs 600 I. kl 
and Ks P likh a' R) per cent eapacic. 
utilisation Ic t I9<(2 93 Ks l,6(X)ldkh and 
Rs 90 lakh (80 per ent) uitd lor 1993 94 
Rs ? (XX) lakh and Ks 180 lakh (ommti 
cial product Its 1 ol S'P is expected ii 
comnn iicc in Stpumber and that ol 
sulphuric acid tn Detoher 1991 

I)hanashrt*e-1991 

lie ML 1 LAI 1L \D IS alltiing 
Dhariashirc 1991 a high income and 
(row ih oricnitd s.heint acsuring n 
tnimiiium guaranteed dividend of 13 per 
Cl nt pci atmum Dhanasiiree 1991 units 
ol 1.11 c value ot Ks 10 each are being 
issuid f oni \ugusi I lo Septembei 30 
Applied I urns art lo be made lor a 
tninimuin il liXt mills iiia iliciealtcr in 
moltif Its ol so units I here is no upper 
limit on iiivisinicii' IK Mutual fund 
Ills tliiadv liiinhee' siiLtesslullv 10 
sehenit ol canons icpts and has 
mobilised ncarlv R SIXIcrort in'lit tirsi 
two stars ol i opeiations lioin 3 ' lakh 
invisiois Dhmashite 1991 will ht ter 
mi sated I'tei ih sixth seal bin not latci 
than the evirilli seat fiom the dale ol 
I(•nimeneenicni il the scheme si. 
Oitohii I 1991 Ihc units can he cn 
cdshul litt October 1 1993 at Iht repur 
chase price lo he dee Idled jicnodically by 
I K Mutual I uiid I lie units will also he 
ehgihh 'oi loin lacihliis piovidtd by 
C cntral Rank u Indu The units will en 
joy I ic belli Ills under Section 801 o! Iht 
liuoncluX Yu Section 5(1) of Wealth 
las A I and Section 48(2) ot Income Tax 
Actoi long term capital gams There will 
hi no diidiiitton of tax at seiuret 
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Calcutta Diary 

AM 


li may take a couple of months, or a couple of years, but a 
revulsion is bound to set m, for inflation hurts, joblessness hurts 
and the aggravation of inequahties between regions, classes and 
groups has harsh real bfe imphcations. 1b hand the country back 
to capitalist colomsers is anti-history. It is also wretchedly bad 
economics, as Hnance ministers will learn, in due course, to their 
cost. 


APPLAUD him for his stamina, praise 
him for his gumption ^ the completion 
of hu one hundred thirty-five minutes 
long budget speech, which he has dedi 
cated to the memory of Rg|iv Gandhi, the 
finance minister turns his attention toward 
the direction of opposition leaders Stop 
pohtKtsing economic issues, he ad 
monishes them 

Is It innocence, or feigning at it' If i* 
were a matter of a certain lack of literacy, 
an mabibty to see the interconnection bet 
ween categories of reality, how does one 
explain the breathtaking chicanery over 
the abolition of the fertiliser subsidy' 
rhey need not worry, the finance minister 
assures the faim lobby, he will compen 
sate them for the withdrawal of this sub 
sidy by raising proiurement price,. It 
would obviously be pohliciting the issue 
if It IS pointed out that by doing what he 
has proposed to do he will be compen 
sating only the iich taimcrs the poorer 
ones those wiihom suiplus, will be left 
in the luich Since the finance minister 
could not be expected to bother about 
such niceties, at this stage, the more in 
tense market losers will perhaps take over 
By their failuie lo produce tor the market, 
non surplus raising peasants, you and I 
will be told, have taken themselves ou i** 
the orbit of any sympathetic considera 
tion, their poverty is clinching evidence of 
their inefficiency, the decision not to do 
anything for them is therefor^ sound, and 
no quarters deserve *o be given to those 
who regard it as politically motivated 

Of course the finance minister will not 
disclose on his own that while raising pro 
curement prices, he will also simul 
taneously increase issue prices Not will 
he admit that his action will be responsi 
ble tor pushing up grain prices acioss the 
board, and therefore, soon all farm prices 
across the board That denouement could 
only give a furthei boost to the rate of in 
nation, which in any cast had reached the 
annual average of 25 pei cent in the pre 
budget week The finance minister will 
keep his part of the commitment to the 
Fund Bank overlords to narrow the fiscal 
deficit in the first round, what happens 


in the succeeding rounds he might as well 
leave it to the market-lovers 

Meanwhile a handful of conscience 
stricken men and women will stand their 
ground They will evoke derision, and be 
the butt of muck righteous indignation 
The Indian bourgeoisie has made up its 
mmd the IMF ir bust, the new finance 
minister or bust The media, for insunce, 
are in raptuies over the devaluation- 
sorry, the adju,>tmtnt of the exchange 
rate—over the uw trade and industrial 
policies, over 'he budget Facts were never 
actually the strong point of the media It 
IS no different in the current season either 
The budget lowers the proportion of 
direct tax yield to total tax revenue The 
newspapers are not deterred, it is a soak 
the rich budget blare their headlines 
Some fudging is ncces«ary, it is part of the 
social responsibility of the media tor 
otherwise gullible people migh begin to 
place trust in their own experience such 
that the fiscal buidcn is exclusively on ihc 
poor, and the affluent set is being let oil 
lightly This IS nut politicking, but serving 
the cause of the nation's second wa. >1 
liberation 

It IS again evidently not playing politics 
to heap the blame for the current 
economic woes on ihe doings and mis 
doings of the two picceding regimes alone 
The piestni tinimc minister, one would 
have thought, will find it difficult lo 
dissociate himsell hum decisions taken by 
at least one of thu>c regimes he was an 
integral part of It as adviser to the incum 
bent prime ministci enjoying the status 
of a cabinet minister IVivialities of this 
nature are the hobgoblin of little minds 
Slightly moie worrisome is selective 
amnesia, the laihire to a nbute, either 
squarely or laintly ibt country’s slide into 
Ihe debt trap to nolicies practised by those 
who had presided (ver the polity during 
nine tenths of th* laring 80s Aha, what 
a convenient men ary cell it is it skips 
remembrance of occasions such as when 
another famous former civil servant, once 
again principal e. momic adviser to the 
then existing r^me, had let drop the pearl 
of wisdom that the pooi in this country 


are a most understanding lot, they would 
rather go hungry than not possess a 
colour television set That statement was 
the progenitor of many momentous deci¬ 
sions Pundits were immediately unported 
from the Bank and the Fund, India, they 
complained, was not borrowing enough 
in the mternational money market What 
a waste, this huge, big country should 
have learnt the art of borrowing overseas 
and spending such borrowed funds with 
an easy abandon, thereby ensunng growth 
at breakneck speed, high spending is, after 
all, quintessential Keynes The advice 
proffered was gratefully accep'ed, and 
aiited upon Within the span of a half-a- 
dozen years, the country's external in¬ 
debtedness quadrupled This development 
did not disturb the coolth of the Doon 
school of economic thought, as K N Raj 
has gallantly suggested, it was all beyond 
their depth There was then that 
celebrated late summei and early autumn 
of 1989, facing a dicey general election 
and an artificial domestic shortage of 
grains, edible oils and augar, the regime 
used the overseas connections o such 
public agencies as the State Bank > India 
and the Oil and Natural Gas Commission 
to borrow at very stiff term®, shoit term 
monev—perhaps as much as four billion 
dnilais lo recount how, when and why 
the debt service ratio jumped from below 
IX pet cent to tlose to 40 per cent is 
evidentiv ni't tconomics but airyfairy 
politics a tinance minister cannot 
possibly permit himself lo stray into that 
kind of (u/ dc sac in the course of his 
budget speech Instead, he turns into a 
latter day Asoka Mehta and indulges in 
wildest day dreaming It is basically a 
matter of definition depending on the 
identity of the construction worker, 
building castles in the air is by no stretch 
an indolent version of politics but hard 
nut cconomi s lust grant them one 
hundred p r cent equity participation, 
multinational companies will come and 
occupv every nook and corner of the 
country private foreign investment per 
annum will give or take a couple of years, 
'oom from the level of around fifty 
million dollars lo as much as thrcc. billion 
Ihe foreigners will flock in, they will be 
(iitrcalcd lo lake charge of the economy, 
ii IS liowcvei sheer calumny to suggest that 
we will in the proces* shed some of our 
sovereignty Such insinuations are poll 
ticking c t the most odious order In case 
the forcignc's arrive they will no doubt 
know how best to take care of their royalty 
and dividends and the gains from transfn 
pricing, something might also be made to 
happen to the country’s external terms of 
trade, the net foreign exchange con- 
tiibutcd bv foreign investors could then 
tuin out to be negative, as it is at present 
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Are not speculations of this nature 
however in effect sabotaging the patriotic 
cause? In this hour of gravest crisis, when 
a war of liberation is on, should not there 
be a new theism: in foreigners we trust? 

The lesson sinks in, one should keep to 
the straight and narrow path, and not 
raise foolish questions. The finance 
minister himself, though, in one unguard¬ 
ed moment, has alluded to the other side 
of the coin. Whether the westerners arrive 
in strength to repossess their empire or 
not, devaluation and the new trade and 
industrial policies will, according to him, 
make life difficult for large .sections ot the 
citizenry. A few thousand extra factories 
are to close, hundreds of thousands of 
workers in the organised sector are to lose 
their jobs, umpteen small-scale units will 
be unable to absorb the shokku of the 
July devaluation and will go to the wall. 
These are empirical correlates of the 
sacrifice that collective abstiaciion, the 
nation, has to bear because the non-/ioi 
polloi chose a way of living lor themselves 
in the past decade. Should .ne Fund and 
the Bank play ball, and the private buc¬ 
caneers too behave, the country’s rich 
might still succeed in protecting that 
arcadia of theirs. This acute skewness in 
the sharing of the burden ol the second 
war of liberation makes n lose some of 
its lustre. But. then, Wittgenstein shades 
off into Chomsky, words arc what you 
make of them, abdication ot national 
sovereignty is liberation. 

The Plan is in limbo, the public sector 
is to be Thatchered, monopolies will be 
left in peace to mulct the citizens. Apart 
from monopolies and the big houses, 
some foreigners, at least a sprinkling of 
them, will, hopefully, be around. Should 
one have the temerity, one could still ask 
the finance minister whether he feels con¬ 
fident of achieving even limited success in 
the two principal—and inter-connected— 
areas his attention is evidently riveied on; 
containing the rate of inflation and im¬ 
proving upon the country’s export pertor- 
mance. Devaluation has rai.sed the rupee 
cost of imports, all along the line, at the 
first go. That could still be only a begin¬ 
ning. Since Fund-Bank type structural ad¬ 
justment insists on raising the pioporiion 
of imports in national income, and impoit 
duties are specificallv lowered for the pur 
pose, cither the volume ol imports must 
increase, oi national income must shrink, 
or both phenomena must occur logethei 
Domestic costs are bound lo rise in the 
wash Export prospects will therefore dim 
Even otherwise, considering the state of 
expectations and the budgetary decision - 
no doubt because oi Fund-Bank 
prescription—lo raise revenue mostly 
through higher excise levies and ad 


ministered prices, inflation will experience 
a hastening of paice, providing indepen¬ 
dent explanation why exports are likely to 
remain where they are, or might even 
decline. It will be perhaps politicising the 
issue to remind the finance minister that 
the rupee got depreciated to the extent 
easily of three hundred per cent in the 
quarter of a century since 1966, and yet. 
exports as a proportion of both national 
income and overall global exports did not 
bother to move up. Fbr a third world 
country exports, after all, are not a deter¬ 
minant, but a ‘determinate’ variable: The 
finance minister will presumably however 
rest his case by taking recourse to a clin¬ 
ching repartee: no empirical law exists 
which says that something which has not 
happened in the past will not happen in 
the future either. 

Some confidences are supposedly not 
to be transgre.ssed. Why strain yourself to 
delve into the economics ot the decision 
to hand over a hundred crore of public 
money to a private trust to honour the 
memory of precisely the same fonnei 
prime minister, during whose tenure all 
the things that could possibly go wrong 
with the economy went wrong; it hardly 
matters whether he understood, or had 
the capability to understand, the implica¬ 
tions of the decisions taken by him or on 
his behalf, lo confe.ss lo a feeling ot 
nausea on account of the sycophancy 
coring from each pore ot the budget 
speech will only reveal one’s subjective 
bias; it takes all sorts lo constitute the 
universe, someone’s economic wisdom is 
someone clse’s obscenity. 

Besides, none of this is really relevant. 
The national economy has been coaxed 
inio entering a pha.se of fren/v the con 
sequences of which will duly work tticiii 
selves out. The media have made up their 
mind, or have been helped to do so. Those 
wanting to pursue the path of independent 
self-reliant growth are to be given no 
quarters; they, it has been decided, deserve 
to be despatched to the asylum, they are 
inward-looking as well as backward¬ 
looking It IS a bit awkward th.it the 
warnings they issued a decade ago have 
turned out to be devastatingly right, it is 
best to suppress that fan No need either 
to mention, morning and afternoon, 
about the debt trap and the falling level 
o( unemploymenl and ihe rising number 
of closed and about-to-closc industrial 
plants Rather, attention should be 
gleefully drawn to the contortions the left 
are going ihiough. They have to oppose 
the new SCI ol economic polities loi dear 
life, but ihey dare not vole against the 
regime; suppose Ihe government is voted 
out, a poll-weary electorate will apparently 
not lorgivc tnem Whether it will forgive 
the left lor mu voting down the ann- 


people economic measures Is ainaner best 
left undiscussed. 

Stirrings are nonetheless bound to take 
place at other levels, both inside the 
system and on its periphery. Finance 
ministers out to surrender the nation’s 
interests to foreignos are not the final 
arbiters of history. It may take a couple 
of months, or a couple of years, but a 
revulsion is bound to set in, for inflation 
hurts, joblessness hurts, the aggravation 
of inequalities between regions, classes 
and groups is not an inert statistical 
category, it has harsh real life implica¬ 
tions. To hand back the country to 
capitalist colonisers is anti-history. It is 
also wretchedly bad economics, as finance 
ministers will learn, in due time, to their 
cost. 
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POLICY FOOTNOTES 


Bank Nationalisation Anniversary 
Collective Amnesia 

DN Ghosh 

Now that some US development organisations are planning to 
promote actively micro-enterprise lending by banks, will our own 
much-maligned Apriority sector* lending schemes be looked at 
more objectively? 


us development organisations are finding 
that some of the world’s poorest entre¬ 
preneurs repay their debts at rates ap¬ 
proaching 100 per cent...These organisations 
are eipanding programmes that already lend 
thouMUids of these struggling entrepreneurs 
amounts ranging from $ SO to several hun¬ 
dred dollars... The micro-enterprise lending 
is the hottest thing in development since the 
green revolution. {Asian Wall Strvet Journal. 
June 10. 1991.) 

SUCH micro-loans, as part of poverty- 
alleviation credit programmes, have been 
the pride of the Indian banking system for 
over the last two decades. Country 
observers from western economies have 
not been enthusiastic as such about these 
credit programmes mainly because thc^ 
were dmioped as part of a .state interven¬ 
tionist strategy for the benefit of small 
borrowers. Now that several US develop¬ 
ment organisations (particularly 
ACCION, a Cambridge, Massachusetts- 
based non-profit international develop¬ 
ment group) plan to promote actively such 
small economic activities, micro-lending 
seems set to be hailed as one of the spec¬ 
tacular financial innovations, shedding its 
offensive third world parentage Certain¬ 
ly not an unwelcome development parti¬ 
cularly at a time when some of the in¬ 
teresting innovations made in our bank¬ 
ing scene are fast losing their erstwhile 
crusaders. 

To micro-lending has come to be added 
several innovative features. Take potential¬ 
ly credit-worthy borrowers, millions of 
small borrowers willing to engage in pro¬ 
ductive enterprises in over 5,00,000 
villages all over the country. An exclusive¬ 
ly profit-oriented system would have shut 
thm out, but the integrated rural develop¬ 
ment programmes—a combination of 
credit from banks with subsidy from the 
budget—is a strikingly imaginative 
response, helping potential borrowers 
stand on their own and, more fundamen¬ 
tally, give them self-respect and generating 
challenge, but not too overwhelming to 
snuff out their enthusiasm. Look again at 
the interesting credit delivery system: for 


millions of potentially credit-worthy bor¬ 
rowers, many of them illiterate, in 
backward and underdeveloped regions, 
the delivery system, contemptuously 
described as 'loan melas’, do generate 
awareness through conspicuous demon¬ 
stration of the developmental impact of 
the banking .system. 

f-or a country like India, such micro- 
credit lending programmes, core priority 


sector lending as it has come to be 
characterised, has to continue with in¬ 
creased vigour and diversification; it has 
to cover all types of productive endeavours 
connected with small business, local ser¬ 
vices, agriculture and agro-based in¬ 
dustries. For agriculture, in particular, 
which claims a good portion of commer¬ 
cial banking advance, the intensity of such 
lending has to increase at a very fast pace. 
Yield per hectare in agriculture averaging 
about 2 tonnes has to move up to the 
international average of 4 to S tonnes per 
hectare. This cannot be brought about 
unless credit inputs along with other in¬ 
puts are-daploycd, through directed and 
systematic programmes in areas with 
minor irrigation, m dry land cultivation 
and in wasteland development. What we 
have covered so far and achieved is a frac¬ 
tion of the potential that exists. We cannot 
afford to slacken, notwithstanding the 
abuses which have taken place in recent 
days in the lending programme in rural 
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areas, abuses which the political parties 
should have guarded against for the sake 
of the interests of the constituents they 
serve but which, unfortunately, they sub¬ 
verted for their narrow short-term elec¬ 
toral advantage. Mindless interference in 
disbursement of such loans has to be 
countered, but can we afford to use it as 
an excuse for faulting the rationale of the 
programme itself? 

Strident voices are heard today against 
all directed credit programmes as such. 
Understandably, that is the fall-out of 
revulsion against political interference in 
the administration of the credit program¬ 
mes and political exploitation of the 
financial infrastructure for purposes not 
so intended. This provokes knee-jerk reac¬ 
tions. not uncommon in the corridors of 
policy-makers, that even if the banks had 
not been brought under public ownerhip, 
the banking system could have delivered 
the goods expected of it by the state Leave 
the debate aside for a moment and look 
simply at the behavioural motive and pat¬ 
tern of the commercial banking in the pre¬ 
nationalisation days; between the period 
March l%l and March l%8, the number 
of borrowal accounts in the banking 
system was virtually stagnant, at around 
1 million: in fact, to be precise, the 
number on the later date was lower by 
14,000 accounts! A telling piece of 
statistics, does it need any further elabora¬ 
tion? Why IS It then that today, on the an¬ 
niversary of bank nationalisation, there 
was not even a semblance of a ceremony 
by those who were once acknowledgedly 
by the vocal crusaders for public sector 
banking and who had, in the past, un¬ 
failingly exploited every conceivable mass 
media. The reasons, not far to seek, 
should not be swept under the carpet. 
While commendable work has been done 
in the core priority sector lending in some 
rural and backward areas, it is also 
undeniable that there has been a sharp 
deterioration in most of the elemental 
functions of banking itself in areas which 
were once, in the pre-nationalisation days, 
centres of excellence. If one were to go by 
the usual yardsticks, the payment system, 
processing cost, transaction time—the 
points where the public come into contact 
with the banking system—there has been 
deterioration in efficiency ol unbelievable 
proportions Productivity in Indian bank¬ 
ing enterprises is reported to have been 
adjudged the lowest by international 
banking standards Several such institu¬ 
tions have become co-operative enter 
prises of all categories of employees with 
little concern for those who use the bank¬ 
ing system. 

Those who argue for privatisation have 
their own reasons; tor they believe that 
market forces would lead to efficiency. 


result in the elimination of political and 
bureaucratic control, modulate the target 
of directed lending to the absorptive 
capacity of each individual bank. This 
could or could not come about under 
private ownership, but what would not 
take place under private ownership is the 
continuation of the thrust towards 
development lending which has to con¬ 
tinue with full vigour in most of the 
regions of our country. 

The crusaders for developmental bank¬ 
ing are however losing their battle: they 
have to look inwards. They have to ask 
them,selves; have they not connived in 
bringing this industry to the sorry state 
that it exhibits today. A crusader for effi¬ 
ciency has to contend with several vested 
interests and these primarily start from 
within the bank itself. It is easy to be com¬ 
mitted to an ideology but it is infinitely 
difficult to be committed to efficiency 
which demands a change in work style 
and change in work culture. The existing 
rules of the game within the industry arc 
dictated by entrenched vested interests at 
all levels. It has to be demonstrated that 
a publicly-owned bank can operate effi- 


THh gentleness with which discussions 
and debates over the Manmohan Singh 
package ol economic changes and 
•rcloims’ aie being conducted is indeed 
surprising The question of economic 
soveicigniy is unlikely to rock the govern- 
mcni The grant of Rs 1(X) crore to yet 
another moiuinieni (in this case a trust) 
to the Scion of the Nehru lamilv seems to 
have irked the MPs more than the sell-out 
ol the national economy Nobody is 
bothered about that ac much as about that 
wretched giant I’aihament would be well 
advised to puss a bill that any member 
born in the Nchru-Indira Ciandhi fanuly 
IS uuiomatically a Bharat Ratna unless 
othciwise stated and that some percentage 
ol the CiDl' ol this land vvould be reserv¬ 
ed lor cicaimg as many trusts as the 
Nehru-Indiia Ciandhi family might wish 
to cicaie III whonisocver’s name in future 
l^rliamcnt can also pass a resolution that 
all ancestors of Jawaharlal Nehru are also 
Hhatai Rainus That would at least stop 


ciently (and there is no reason why it 
cannot) and at the same time continue the 
lending programmes. Will any political 
party take up the challenge and persuade 
the public at large that they are as much 
committed to these who use the banking 
system as to those who run it?. 

Adherents of public sector banking are 
fast losing their moral right to defend a 
system which is breeding inefficiency at 
all levels, on the part of all those who are 
responsible for running it, aided and 
abetted by the political class out to exploit 
them to their advantage, by interfering 
with the disbursal of loans in the core 
prionty lending areas or in the larger loans 
for the industrial houses. The country exr 
pects a viable, efficient and impartial 
banking and financial system, but would 
the votaries of public sector banking 
volunteer to be cursaders for this cause as 
they were once crusaders for nationalisa¬ 
tion? They have sensed the mood and 
cannot risk harping on the same old tune. 
Their /cal has dimmed and they arc play¬ 
ing the game of e.scapism: witness the 
deadly collective amnesia on the bank 
nationalisation anniversary, July 19,1991! 


the debate in the house and in .some sec 
lions ol the looney left 
The other big issue that one reads about 
IS that ol ‘secrecy’. That sounded rathei 
strange to oui non-economist ears. The 
thrust of India's policies ovei the last sis 
years (inclusive of the JD rule), if noi 
longer, was cleat enough T here were any 
number ol people fioni the Congress tt 
the BJP who have been admirers of iht 
South Korean experiment and rather naive 
believers that ii can be repealed here. Tc 
say that, however, is to risk being accused 
of harbouiing ideological hang ups -a* 
though slavery as a concept were tree ol 
ideology' In Mnchhukatikain thcic is e 
little conversation which comes to mine 
here. The ‘dasa’ who tells the tiuth thai 
Charudaita had not killed Vasant Sena i' 
disbelieved by one and all. He lament' 
that in Ibis world no one believes you il 
you are a ‘dasa’. Slavery has an ideology 
of a kind. And before long Indians would 
discover that ‘dasas’ arc never heard, il 


IINTERNATIONAL AFFAIRS 


Welcoming the American Horse 

(;iM) 


In a political sense, the Manmohan Singh nose dive has been 
neither secret nor surprising. It appears so only because some 
people in this country have been busy with the Mandal and the 
Mandir revolutions. 
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tiMy have not abtady noticed the decreas¬ 
ing resonance of the Indian voice in inter¬ 
national politics and economics 

Some commentators are celebrating the 
triumph over the left, as though Stalinists 
had tmn ruling the country for the last 
four decades or more A socialist is 
answerable for the errors of omission and 
commission and the cnmcs of all those 
these pen-pushers choose to describe as 
'socialist', while these pen-pushers 
themselves are not guilty ol either 
capitalist or communal excesses in this 
country Like a leaf in water they remain 
untouched by everything' It is a con 
venient position to assume A scribe of a 
national daily can then even manufacture 
or collect stories and actually use them as 
arguments (vide the attack in The Times 
of India, August 2, 1991), on lelt-wing 
economists The characterisation is 
dishonest and faulty on many a score To 
cite just one example, Rajni Kothari was 
one ot the signatories to that document 
He IS neither a Marxist nor an economist 
Anyway, these people should undergo 
some training which our ancient 
Naiyayikas had The ‘uttara paksha* can 
be argued only when the ‘purva paksha’ 
has been lepresenled in all fairness and 
impartiality and one’s arguments cannot 
be based on hearsay and ‘stones’ collected 
here and theie 

This IS also the reason whs the argu 
ment about ‘secrecy’ cannot be overdone 
We do not think that either the economic 
bureaucracy or the political leadership or 
the media had left anyone in doubt 
especially after the Gorbachev pheno 
menon, that it was only a question ot time 
before the process of dismantling of plan 
mng and the public sector would begin 
If our media people are to be belieyed, 
defence of planning and social welfare is 
defence of ihe Matusquo Quite a numbei 
of these enemies of planning and imagm 
ed socialism are great admiiers ot *he 
Hindu civilisation It might therefore be 
useful to remember what the ancient sages 
said about the meaning of woids \at 
pamh sa shaMah aveitcd they, which 
means words mean what they signify 
If planned development means the 
status quo then one must grant that words 
cannot possibly mean anything In that 
case, even Manmohan Singh’s ‘radical 
economic reforms’ would mean nothing 
Be that as it may, the Manmohan Singh 
nose-dive has been in a political sense 
neither secret nor surprising 

It appears so only because some people 
in this country have been busy in the 
Mandal and Mandir revolution > As the 
rhetoric of the social revolution (it is to 
be noted that V P Singh, Sharad Yadav 
and Paswan, the ‘trimurti’ of the social 


tevoluuon, are rather quiet on the sell-out) 
and the rhetoric of the Mandir were the 
order of the day, nobody had time to 
examine what the bureaucrats and ex 
bureaucrats were doing to prepare the 
country for whatever has happened 

One has to be fair to the Congressmen 
That such a sea change in economic 
policies can occur within barely a month 
of the Congress being installed in power 
or that the preceding governments dud not 
preside over the preparations for this 
change is hard to believe One can almost 
predict that once the new economic order 
settles down (or more accurately starts 
sinking in) a host ot documents would be 
released by this government (unless ol 
course, C auvtry or other waters drown it) 
to demonstrate that everyone is basically in 
agreement with it Manmohan bmgh said 
so to K K Malkam the BJP vice president 
m so many words on Doordarshan 1 he 
turn of some othci political groups, one 
takes It, will follow Manmohan Singh has 
not sptung any surprises He has done 
what the elite ii this country have been 
wanting to set happen lor a long time II 
there was any stertev it was typical ol the 
caste system Iht neo Brahmins would 
not share their thoughts with the Shudras' 
But that IS about all The Shudras should 
not be surprised It they are this only 
means that they hive not been wai<hful 
enough 

It appears as if president Bush is out 
lor an‘Ash warned ha sacrifice In ancient 
India a triumphant king would let his 
horse run loose and fought kings and 
chieftains who challenged the horse Some 
fought (at times mindlessly may be) while 
some others surrendered without protest 
West Asia has been pacified A king who 
challenged the American horse tlicrc has 
been shown his place and preparations lor 
his banishment ire on The Indian elite 
has been more than ready to wcleome the 
American hora. The triumph is complete 
South east ^sla was sale for the 
Americans anyway So to the Anieiiean* 
the world must appear exttcmels well 
behaved just now 

In the meanwhile nobody cares to c\ 
plain how the IMI and World Bank uu 
an option That the It ft is looney does iim 
quite prove that (I hat the left is loones 
IS not the belief only ol the right Mans 
in the left these d ivs appear to share it') 
That we shall not be i banana republic 
would require ear lul explaining lot once 
keeping the left out of it Ihe left doe, 
not matter and is unlikely to mattei lor 
sesme time anyway But that still does noi 
answer one ove riding question noi does 
the anti left ihetorie negate that questuiii 
Simply put lliai epiesiion is Whs will 
India not become i banana republic uiufei 
the new dis(>ensiiion' 
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The 
Rewards Of 

FiXCEI.l.F.NCE 

Sc (fCiiilrnien, 

I extend to you d hearty and < otdial welt nme to the I Hth 
Annual (leneral Meeting of yout company 

‘‘REWARDS OF EXCELLENCE 

After achievingonc of the most tpet tat itlai liirnarountU 
III torpoialt luxury yoiii company has nevci IckiIcccI 
back sinic 1‘W^Kf) Faih ycai Ktoidid higlici and 
higher sales iiiinovrr |»olil ibility and elfit ic iicv Yniir 
compaiiY hinilv lulicvts that rcioitls ait meant only to 
lie broken I he linaniial |Hiiod uiidci icsicw was no 
exception Salt s iiiiiiom i itgisit ltd an incitasr ol KH'/t 
accompanied by ilf)'i siiigi in gioss piofit I his torn 
pares iavouiably with die indiisiiy tiend Ihe (Hiior 
mance would have Item even nioie impitssivc had 
there not been loss of ptoduction foi two and a half 
months due to a labour dispute I hanks to the niatiiritv 
and unde rstanding displavi cl by the I rade Unions i 
three yeat truce has been t one ludid Hit ( ih bin plant 
IS now opeidtiiig at |>tak tiricieiiiy like ncvti In foie 
Your c ompany is all set to bic ak in w ic t urcis eve ii with 
out the benefit of addiuonal output from the (aiyarat 
plant whirh is sc litnluled to start tnal production by encf 
I9QI1 he future years should be it ally tewarcliiig loi all 
those who have stcnxl by the < ompany in clifTicult yeats 
gone by yi/ inyestors iiisiomcis supplieis riniiititis 
and employc>es Appiopriately the theme of the Annual 
Report of your company (oi I OHO *11 is Rewards of 
Excellence’ 

kxiellenre cannot he sustained without lewaids and 
theie cannot by any rewards without excellente fxiel 
lente in every way that tan be measured or |)eittisetl 
—in production ipiality rustoniei service invesioi s 
trust, employee satisfacuon professional maiiagenuiit 
business ethics etc 

-EXPORTS 

During the period iinclei leview your < ompany ret oicicci 
an export till novel of Rs *21 HKcroiesastompaiedioRs 

II H4 1 Idles III the prevuiiis yc ai repre venting an annua 
lisrcl growth of Ul'fi 


HIGHLIGHTS 

■ 40% DIVIDFND FOR IWOl 

■ RECORD SALES AND PROFITS 

■ KERALA PUNT WORKING AT FUUL CAPACITY 

■ GUJARAT PLANT TO BE READY BY END 1991 

■ 30% GROWTH IN EXPORTS 

■ BRIGHT PROSPEfn^ FOR ROAD TRtW^SPORT 
-MARKETING 

Over the ye ars, your company has esiabiiihcd itself as a 
pnce/quality leader m certain market segments A wide 
network of committed and loyal dealers is a cnucal 
strength of your company ” 

-LEADERSHIP IN QUAUTY 

Quality has been a way of life in your company right from 
Its inc eption It has been the hallmaili of success of every 
product that bears the sump of Apollo Tyres To 
keep abreast of consumer preferences and emerging 
tiends, technology needs to be updated continuously 
ihiough in house RAD and guidance of our collabora- 
toi Your I ompany is receiving invaluable help and gui- 
dance from (fcneral Tire International (orporaiion, 

I S A which has now become a part of a bigger group VI/ 

M/ s ( oniinental A(> of Germany ( ontineniai in turn 
have agreements lor exchange of technology with two 
It ading Japanese Tyie maniifactuiers Thus yout com 
pany has direct and indirect artels to the best interna¬ 
tional tec hnology 

-TAX BURDEN 

I he I VIC Industry has bet ii jointly and severally repres¬ 
enting to the government to reduc e the ux burden on 
Automobile Iyit s which is as high as 84 118% Wth the 
new govt rnmeiit at the helm of affairs, I hope the Indus¬ 
try s pic a will receive a sympathetic consideraticm ” 

-NEW PROJECnX 

The (onstruciion of the Gujarat tyre plant is in full swing 
and IS expec ted to be t ommissioned by the last quarter of 
1*811 With the commissioning of this plant, your com¬ 
pany will lie equipped u> double its sales turnover and 
offer to the customers a better product-mix with up¬ 
graded tec hnology Your company is investing in a joint 
venture with (mjarai Industrial Investment (airporation 
for manufac tine of I lectronic grade (aipper Glad Lami¬ 
nates III collalioration with Perstorp AB of Sweden The 
unit IS he ing lex ated atfuiidhinagar Flectronic estate 

Your company owes its leadership in quality and lech- 
nu al ext ellt nt e to the ongoing guidance and help of its 
< ollalx>raior,(>eneral Tire International Corporauon of 
USA 
Thank you 


I 


Kcxhi 

<lth|ulv l<)<M 


(RAUNAQ SINGH) 

Not/ Thtt do/s not purport to b/a 
tmndojth/pmc/kbngstflhe 
Annual (i/nnal M/rtsng. 
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COMMENTARY 


NEW DELHI 

Towards Neo-Colonial Dependency 

BM 


An allimce is being forged between foreign capital, above all the 
multinationals, enjoying the backing of the administrative and 
political authorities in their countries and comprador business 
interests et^aying administrative and politiad patronage in India 
This is the deadly alliance which will drag India into neo-colonial 
dependency. 


THE ruiance minister, Manmoluui Singh, 
had gone to town with the promiM that 
his budget for 1991-92 would be a 
resounding advance towards what is 
euphemistically called structural adjust 
ment of the Inc^ economy This promise 
^ he was unable to fulfil The budget has 
actually turned out to be a hmited and in 
some ways a half-hearted exercise His 
alibi has been the short time available to 
him for making the budget But the fact 
u that pobtical constraints for a new en 
trant mto the currently turbulent arena of 
Indum pobtics are necessarily formidable 
The budget is regarded by many, especially 
the votaries of structural adjustment as 
ordained by foreign creditors, as inconsis 
tent svith rather than irtegial to, as Man 
mohan Singh likes to claim, the major 
policy adjustments which have bKti 
pronounced—the siecp devaluation of the 
rupee together with a liberal foreign trade, 
in particular import, regime and an in 
dustrial policy for opening up the Indian 
market for easy entrv of foreign capital 
directly or in collaboration with com 
prador business interests The industrial 
policy statement, significantly, was an 
nounced before the budget was presented 
on the same day and would seem to have 
robbed the budget of its importance as the 
principal instrument ol making the 
economic policy and funding its imple 
mentation But, again, it is not to be 
missed that it was considered prudent to 
refrain from coming forward with a new 
Industrial Policy Resolution to supplant 
the Industrial F^licy Resolution of I9S6 
and be content with yet another industrial 
policy statement The minoiity Con 
gressfl) government has indeed to tread 
carefully, especially in parliament, and 
was advised to relrain from presenting the 
revised policy lor approval of parliament 
The fact, however, remains that the latest 
industrial policy statement is totally 
subversive of the contenl and direction ot 
the IPR of 1956 


The Narasimha Kao guvciiiuient has 
already lost much ot its steam to push 
ahead with policies and plans which will 
win for It what is euphemistically called 
credibility with foreign creditors Dome 
Stic political reality and the hectoring 
creditors abroad have really pushed the 
minority government into a corner This 
realisation must have dawned on 
Manmohan Singh when he was called 
upon to make the budget in a hurry He 
often admits this much, even in public, 
especially when he ha« to strike ungainly 
postures before not only the opposition 
political formations but also, and even 
more so, the faction ridden Congressfl) 
Party in which it cannot be easy for him 
to find a comfortable position The 
laboured attempts by him to make a 
display of his loyally to the party and its 
election manifesto have turned him from 
the economic wizard who was rehed upon 
by powerful vested interests, Indian and 
foreign, to pull the country out of a deep 
economic crisis towards a growth process 
favourable to them into a sorry figure in 
political office III which his professional 
skills are under a dark cloud This realisa 
tion must have grown as he has to face 
widespread criticism ol his performance 
from the political opposition as well as 
Congress(l) Ihe Rs 100 crore allocation 
for the Rajiv Gandhi foundation and the 
withdrawal of a portion of the fertilisei 
subsidy have put him in a spot The 
durabilitv of the C oiigress(l) government 
has alreads coim under strong doiibi in 
political and nudii urcles 
The budgetars sums ih t Manmohan 
Singh has presented a tually mock at his 
pompous clam s about restoring fiscal 
balance and stahilit' to the economy The 
tell tale figures whi h stand out in his long 
budget speech aie many But especialh 
notable in this coriuxi is ihe position of 
the fiscal budgetary and avenue delicils 
^kithout addition, I resource mobilisation 
the budget delicii is istimaicd at Rs9 724 


croit; the revenue deHat at Rs 15,859 crore 
and fiscal deficit at Rs 39,732 crore, be 
said at the close of the part A of hii 
budget speech Ibwaids the end of the 
pan B, he said that, taking both direct and 
indirect taxes into account, the net gam 
to the centre in the current year was 
estimated at Rs 2,005 crore and that with 
this, the budgetary defiat of the centre for 
the current year would be Rs 7,719 cronv 
the revenue deficit Rs 13,854 crore and the 
fiscal deficit Rs 37,729 crore Looking 
back at the budgets since the mid-80s, it 
would be found that the range of revenue 
raising by direct and indirect taxes has 
been the same as in the current year But 
at the end of every year, the revised 
estimates of defiats have been found 
always to exceed the onginal estimates In 
1989 90, for instance, the revenue defiat 
was Rs 11,912 crore which was over 
Rs 3,000 crore more than the budget 
estimate. In 199192, the first estimate put 
the deficit at Rs 13,032 crore whrh swel¬ 
led to Rs 17,585 crore in the revised 
estimate. The first estimate for the current 
year is Rs 13,854 crore, higher by Rs 500 
crore than for the last year It can be taken 
for granted that the deficit will swell to 
a figure higher than last year’s in the revis¬ 
ed estimate Going by the experience in the 
first four months of the year wlien revenue 
from taxes, especially direct taxes, show 
ed a decline, and expenditure swelled, it 
IS likely that the deficits will grow more 
than even in earlier years, the cuts propos 
ed in development expenditure not 
withstanding What is critical in respect 
of the deficits shown in the budga, which 
has tended to be glossed over by 
Manmohan Singh, is that the revenue 
deficit remains much larger than the 
budgaaiy deficit implying that resources, 
including fpim abroad, raised ostensibly 
for investment and development will con 
tinue to be diverted to current consump 
tion This means that indebtedness of the 
government, both internal and external, 
will grow relentlessly without building up 
repayment capacity and India will be 
pushed deeper into the debt trap Interest 
payments on internal debt as well as ex 
ternal debt have already swelled to un 
sustainable levels The fact is that receipts 
of credits especially from commercial 
sources abroad, have aircadv beiome 
negative and fresh >.re<lits have to be raised 
on onerous teims to meet service charges 

DKII tlNt INK) SliVCiM AIION 

The much dreaded harsh budget has 
thus eluded the budget makers under the 
present political dispensation The budget 
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piupcsals had to be formulated withm the 
frame of populist politics in the domestic 
arena and increasing dependency on 
foreign creditors to manage the balance 
of payments This path, trodden with in¬ 
creasing recklessness in the 80s, has landed 
the Indian economy in the present morass 
The effort to moderate the budgetary im¬ 
balance by reducing consumption expen¬ 
diture and increasing the revenue of the 
government has failed to take off The 
much-vaunted reduction in the fiscal 
deficit from 8 3 per cent to 6 S per cent 
of the GDP as demanded by IMI -World 
Bank, besides being illusory and not bkely 
to be reahsed in practice, has been attemp 
ted by way of drastically diluting the 
development role of the state The 
avoidance of concessions in direct taxes 
on income and wealth and some addi 
tional taxes on the corporate sector and 
on Items of elitist interest have not 
brought material improvement m the 
overall fiscal condition I he revenue ex 
penditure or expenditure on the current 
consumption of the government is 
estimated to increase from Rs 74,966 crore 
in 1990 91 to Rs 81,383 crore in 1991-92 
Capital expenditure, on the other hand, 
will increase from Rs 31,751 crore to only 
Rs 32,039 crore Incidentally, in the case 
of defence expenditure, however, while 
there is a moderate attempt at saving on 
the revenue side, the increase in the capital 
account is substantial which has its own 
implications for the balance of payments 
The budget estimates are based on the 
assumption that economic growth in 
1991 92 will be a modest 4 per cent and 
the inflation rate 10 per cent The 
economy is drifting into stagflation with 
low growth and high mllation Stgni 
ficantly, both expoitcrs and rich farmers, 
who have emerged as the most influential 
economic agents m the system would 
enjoy total exemption from income tax 
which bars any serious move to enlarge the 
social base of direct taxes which is a must 
for any mcaninglul reform of the tax 
structure Again, the finance minister, 
who IS so strident m his criticism about 
spending away the oil surpluses accumu 
lated in past years and offers this as the 
justification tor the hike m petroleum and 
I PG prices (not touching diesel and 
kerosene for populist teasons), has not 
hesitated to adopt the proposal of his 
predecessor foi selling the equity of public 
sectoi undertakings to raise revenue lot 
the government to mc*et its t urrent expen 
diturc I his sale of assets is bound to have 
dcletetious implications foi the rescnircc 
base lor maintenance mcKicimsation and 
expansion ol commcicial enietptiscs in 
the public scctoi espeiiallv as Ihc 
budgetary siippoit tor this putposc is 
being withdiawn I he budget h is initi lUd 


the first moves to dismantle productive 
enterprise in the public sector 

The invitation to direct foreign invest¬ 
ment on what are called liberalised terms, 
(he emphasis on interest rates based on 
credit-worthiness of borrowers, rather 
than social priorities, and restructuring 
(he Bureau of industrial Costs and Prices 
into a Iknff Commission are probably the 
most noteworthy proposals m the budget 
in direct support of the so-called market- 
oriented liberalisation of the economy 
Manmohan Singh has, however, so far 
only tinkered with the budgetary sums to 
prepare the ground for negotiations on the 
IMP loan and the conditionalities attach 
ed to It But the policy pronouncements 
of the government have been more forth 
right and far-reaching 

Primacy tor MiiniNAiioNAis 

In the senes of adjustments in in¬ 
dustrial policy during the 80s opening the 
doors wider lor direct foreign investment 
has occupied the pride of place 1 his has 
helped some scaling up of the flow of 
foreign private capital to India from the 
insignificant Rs 10 crore per annum m the 
70s to an annual average of Rs 100 crore 
m the first half of the 80s and about 
Rs 200 crore per annum in the second 
half I here has been also a spurt m foreign 
collaboration deals with contribution of 
equity by the foreign partner to share in 
management as well as use of imported 
technology on a continuing basis Signs 
ol the deceleration in respect both ol the 
inflow of foreign capital and collabora 
tion deals had, however, begun to appear 
towards the close of the 8()s, notwith 
standing the increased sttidency of the 
assurances ol hospitality to foreign 
capital The latest statement on mdustiial 
policy IS a desperate bid to attract direct 
foreign investment, m paiticular by 
multinationals There is talk of direct 
foreign investments of as much as S 2 
billion per annum 

The facile notion, sought to be 
cultivated by a variety ol interested 
business, academic, administiaiive and 
political lobbies, that foreigr investors in 
eluding multinational coiporaiions are 
standing m the queue to enter India 
however, misses the truth that foreign 
capital prefers to flow to growing 
economies and flourishing markets 1 he 
foreign investor wants safety of invest 
ment, quit k returns and repatriation of 
the surpluses that are generated I he 
letiirns do not have to be in the form ol 
dividends and loyally fees alone bui in 
cludt suiplus generated from transfer 
prices of e(|uipnient and law materials im 
pcMicd tiom capiivc souices and so on lo 


rely on foreign investment to solve the 
payments problem, achieve development 
goals or subserve soaal priorities is, 
therefore, a fanciful notion The nexus 
between direct foreign investment and 
promotion of consumerism among upper 
and middle classes is also palpable from 
the behaviour of multinational corpora¬ 
tions already operating in India The pro¬ 
longed consultations under UN auspices 
to presenbe proper soao-economic norms 
for multinationals ended in total failure 
because of the obduracy of the multi¬ 
national corporations The fact to be 
reckoned with is that direct foreign invest¬ 
ment tends to emasculate impulses for 
economic growth which satisfy mass 
needs and promote self-reliance. The Con- 
gresy(l) governmeni has formally resign¬ 
ed Itself to this position in its industrial 
policy resolution 

The industrial policy statement also, 
significantly, gives primacy to the role of 
the multinational corporations in the bid 
to attract foreign investment This is in 
recognition of the frightening strength of 
these corporations, their overwhelming 
weight in Ihc flow ol capital goods and 
SCI vices in the world economy It is no 
longer deemed enough in their case to 
allow 31 per cent equity which is propos 
ed to be the general rule for foreign m 
vestment, they have to be specially cajoled 
to come in with capital, technology 
management and marketing e .pertise on 
iheir own terms Hcncc the decision to 
appoint a special boatd "so that we can 
engage in putpnsivc negotiations with 
such large firms’ In the era ot scaling 
down Ihc development role of the Indian 
state and withdrawal of administrative 
controls in the name ot libcialisation and 
elficiency ol business enterprise, it is thus 
admitted as necessary that multinational 
corporations be treated on a special basis 
Indian business inietests, it is assumed, arc 
in no position to even elfcctisely bargain 
with them and there will be need for diieci 
administrative and political initiative to 
clear Iht was (oi the eiitiy of business 
giants oi the world into India in the roval 
siylc on sptt tally lavoiirable terms 

H KA icsinclions on the expansion 
and diversification of foreign companies 
and corporations in the Indian market are, 
therefore, proposed to be completely 
removed In the case ol companies which 
under the 11 K A rules had earlier diluted 
foreign equity to 40 pei cent and become 
'ndian companies, enlatgeineni ot then 
foreign equiis is now lo be approved A 
reverse ptoecss ol enlarging equity lor 
loteign companies is therefore, lo be set 
in motion loini veniuics which are being 
primioted with great zeal will noss involve 
both joint trading and production ven 
lures in which multinaiionals are invited 
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lu Kumc in wiiii ineir nign lecnnoiogy ana 
global marketing networks and Indian 
riims are expected to play the role of sub¬ 
contractors and provide cheap shop floor 
operators and labour India would not, 
under this scheme of things, attempt to 
indigenise parts and components which 
go into final assembly ot products for 
domestic consumption or export and the 
phased manufacturing programme is to be 
wound up On the contrary, components 
and parts would be supplied by foreign 
corporations and assembled into the final 
product by Indian labour It is proposed, 
therefore, that foreign equity should not 
only be allowed but preferred and en 
couraged not only in the case of new col¬ 
laboration deals involving import and ap 
plication of high technology but also in 
the case of existing enterprises which have 
only technical collaboration arrangements 
with foreign sources or are already using 
the imported technology after its outright 
purchase 

A new phase in economic growth pro 
less IS thus planned to be opened through 
direct foreign investment primarily aimed 
at the satisfaction of elitist consumption 
demand in the domestic market and 
sc'condarily lor expoits All consideiations 
of essentiality of investment for the 

ANDHRA PRADESH 


IJPPIR caste domination with the 
Keddys in the lead is the hall mark of the 
much awaited cabinet expansion ot 
N Janardhan Reddy ministry Barring tlic 
supporters of dissident leader Y S 
Rajasekhar Reddy (YSR), all the tactions 
in the Congress (1) in the state have been 
accommodated in the reconstituted 
cabinet While M Chenna Reddy’s faction 
K Rosiah, D K Samarasimha Reddy, 
R Chenga Reddy, Uma Venkatram Reddy, 
Damodar Reddy, have been given cabinet 
posts, D Snnivas has been made a 
minister of state While lalagam Prasada 
Rao, son of former chief minister Jalagam 
Vengal Rao has been elevated to the 
cabinet rank, P V Ranga Rao, son of the 
prime minister, has been made a minister 
of state Ranga Rao who had been in 
political oblivion for various reasons for 
a decade-and-half had staged a ‘spec¬ 
tacular’ come-back in the 1989 assembly 
elections Also eliminated is the ‘centre* 
faction of P Shiv Shankar, a close aide ot 
Rajiv Gandhi and his mother, who of late 


economy in terms ot satislaction ot mass 
needs and self-reliant growth is proposed 
to be extinguished 1 his fits very well with 
an investment pattern and production 
structure to subserve a social milieu and 
life style which has no relevance for the 
broad mass of the people and, at the same 
time, effectively blocks progress towards 
economic sell reliance fins is already part 
of the Indian experience It is disconcer 
ting, though not surprising or fortuitous, 
that a striking feature of the Indian scene 
IS that foreign investors can easily find 
Indian collaboratois and work through 
them to ensure security as well as super 
profits lor their investment Since arrange 
ments for direct foreign investment and 
collaboration deals with an enlarged role 
for multinationals arc to be actively cn 
couraged and promotc*d by the adminis¬ 
trative bureaucracy and the entrenched 
political-power establishment, what is 
being forged is an alliance between foreign 
capital, above all multinationals, enjov 
ing th' backing of the administrative and 
political authorities of their countries and 
comprador business interests enjoving ad 
ministratise and political patronage 
in India This is ilu deadly alliance 
which will drac India into neo colonial 
dependency 


has been in the political doghouse Shiv 
Shankar's ambitious son P Sudhir Kumar, 
the Malakpet Ml A whose name figiiied 
piominentlv in the December 1990 com 
munal iiois and the recent attacks on ihc 
opposition pally leaders’ propeiiies in the 
wake of Rajiv Ciandhi’s assassination has 
also been kept out of the expanded 
ministry With ')0 cabinet ministers and 
eight ministcts ol Mate, the ministry is one 
of the largest the < ongress(l) had so far 
III the stale but ihai tact does not seem 
10 worry the CM a whit Instead, when 
the exclusion of representation from cer 
tain districts and castes despite (he large 
si/e ol the minisiry was queried the CM 
promptly replied that there would be one 
more expansion to include ‘all’, alter the 
budget session lie further maintained 
that the recommendations of the Ad 
ministrativc Reforms C ommission (head 
cd bv Moraiji Desai) on the sire ot the 
cabinet are outdated as the workload ot 
contemporary cabiinis had increased 
‘enormously’ 


( aste wise as usual the upper castes 
dominate the list with 14 R^dys, four 
kapus, three Kammas, two Kshatnyas, 
and one each from among the Brahmin, 
Vaisya and Velama communities The 
minorities (Muslim) have also a candidate 
Now, in the 180-strong Congress legis¬ 
lature party, there are 125 forward caste 
people with 65 belonging to the Reddy 
community forming a little more than 30 
per cent of the total Ml As Similarly with 

14 cabinet ministers, they occupy more 
than 30 per cent of the ministerial berths 
Important and prestigious departments 
have been cornered by the upper caste 
people While the chief minister retains to 
himself excise, higher education, power, 
services, law and order, finance has been 
given to his trusted follower S Santosh 
Reddy While ‘non-prestigious’ depart¬ 
ments like social welfare, women’s welfare 
and backward classes welfare have been 
given to BC and SC people, home, 
finance, medical and health, industries, 
commercial taxes, school education, 
courts, civil supplies have gon,. 'o upper 
caste people, mostly Reddys 7 ie com¬ 
position ot the reconstitutea ministry 
shows that the facade of equality in ac¬ 
commodating sarioiis communities which 
to some extent was prevalent in the 
(ongiess(l) before it was ousted from 
power by Felugu Desam in 1983 has been 
given up now This is unders'aiidable as 
most of the candidates who were given 
tickets in the 1989 assembly poll belong 
cd to the forward castes, especially Reddy 

Ot those kept out of the ministry arc 
senior leaders like Nadendla Bhaskar Rao, 
kudupudi Prabhakdi Rao, Snpada Rao, 
koiieru Ranga Rao, Baltina Subba Rao 
and k i Krishna Murthv Ihc otnission 
of k L Krishna Murthv, a B( leader who 
had defected to the (ongiess(i) from 
Telugu Desam after a tiff with N fK three 
years ago is all the more glaring His 
exclusion indicates iht rising ciciui of 
Kolia Vijayabhaskar Reddv his aich 
enemy in his native kuniuul disliict 
By giving the home poitfolio to M V 
Mysoora Reddy, known not only for his 
lung power in the assembly but also inus 
cle powei outside lanardhan Reddy had 
made sure that the dissident leadei YSR 

15 checkmated in the state political 
conundrum 

Ihc selection also assumes political 
>igiiilicance as the election to the 
Cuddapah Dik Sabha seal where YSR 
was contesting in the recent Lok Sabha 
poll was countermanded due to the kilimg 
of an independent candidate Many 
believe that the postponement of the elec 
non ordered just a few hours before the 
scheduled time was done at the behes^ol 
the chief minister with an ulterior political 


Distributing Favours among Friends 

M Shalrugna 


Not only do the upper castes dominate in the expanded cabinet in 
terms of numbers, but they also now hold most ol the prestigious 
ministries 
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motive By including Chenna Reddy’s 
hatchetmen, D K Samara Stmha Reddy, 
K Rosiah, R Chenga Reddy, Uma 
Venkatiam Reddy and Damodar Reddy 
the chief minister appears to have come 
to terms with his political opponent as his 
mentor Rajiv Gandhi is no more The 
inclusion of P V Ranga Rao is a foregone 
conclusion considering the support the 
chief jmnister receives from the prime 
minister for his political survival A new 
group under Vijayabhaskara Reddy which 
so las had not been ‘recognised’ is award¬ 
ed plum posts With this he appears to 
have swung back to political centrestage 
after the party under his leadership had 
faced a disastrous defeat at the hands of 
Ikiugu Desam eight years ago Ihe 
boycott of the swearing in ceremony of 
the new ministry by the PCC(I) chief V 


THE Development Control Regulations 
for Greater Bombay was published on 
Febiuary 20.1991 and came into lone on 
March There has been very little 
debate about the DC regulations even 
though It IS ol enormous signiticancc to 
the citizens ol the metropolis 
The Mahaiashtia Regional and Town 
Planning Act was enacted in 1966 with a 
view to planning the development and use 
of land in the city, as also in other regions 
The first development plan was launched 
m 1967 The development plan for the city 
comprises two documents A map which 
delineates the areas and rones lor ditfeieni 
things such as industry, commeice 
residence, etc, and the regulations which 
verbally set out the plan The plan is due 
for revision every ten years, according to 
the act Thus the second development 
plan which has been brought into el led 
now should have begun in 19’’7 In the 
interregnum, there has been spasmodic 
tinkering m accordance with arbitiais 
requirements and the expediency ol the 
powers that be Politicians and buicau 
crats have themselves erected skyscrapers 
with PSl ol T S m the southernmost tip 
of the city in total disrcgaid of the 
parameters ol a planned dcwelopmeni 
T he new Development C ontiol Rcgul i 
tions IS ol a piece with the current 
philosophy of Ihe government It he 
legalised and legitimised the needs ami 
wants ol the power wielders powci 
brokers and then entrepreneurial backers 
lor instance, the normal F'Sl tor the island 
city IS I T3 and loi the suburbs one But 
the exceptions granted to the normal iiilc 


Hanumantha Rao, a BC leader, indicates 
the general dtscnchantment of the weaker 
seettons with the new set-up 
Though Janardhan Reddy has got a 
brief lease of life with the expansion of 
the ministry, dtssidence under YSR goes 
on merrily It appears that YSR has 
almost decided not to contest from 
Cuddapah Lok Sabha seat where election 
IS to be held later this month but instead 
’enter’ state politics at an ‘appropriate* 
time "to teach the chief minister a lesson” 
TVue to Congre$s(I) politics of ‘succession’ 
and heredity, he appears to have ‘finalised’ 
the candidature of his brother m law for 
the Cuddapah seat How long Janardhan 
Reddy retains his power is anybody’s 
guess, knowing the track lecord of the 
state Congressfl) indulgence m infighting, 
factionalism and casteism 


of I SI may cover moie aica than the 
noimal iiilc, which makes a mockery of 
planning itself 

I he government ilcelf adiiiiis iliai 26 sq 
km ol the city is occupied bv slums I he 
owners and dcvelopeis ol the land on 
which the slums are located mav be 
giantcd a total lloui space index ol up lo 
2 S a pan of which mav he ii>cd lo ac 
commodate the slum dwclkis L vcii d all 
the people III a slum aic provided with 
icsidences fSI of mon than one is not 
needed Ihe developeis and owncis can 
sell the test ol the I'Sl, which is I s m the 
open market One square foot ol built up 
area may fetch about Rs l,S(X) in ihc open 
maiket The cost of consiiuclion pti sq 
ft vanes between Rs 200 and Rs 30i) which 
means a profit ol about 400 per ccni The 
lustification of the government proposing 
such a scheme is that it will encourage 
buildeis to take up such schemes which 
will house the slum-dwelkis in piopcriy 
constructed buildings and (heteby 
eradicate the slums 

Is this a possibilil ’ Ac mdiiit lo the 
government per ceiil ol BombavUcs 
Slav 111 slums This tomes to about su 
million people Several Fiiropian coin 
irics havi d tolal pipulatic ii of Ic's itiai 
SIX million and they h oe had it< spend 
billions ol dollais ti' ate tun modal pcvv 
pk II ih level of oidmaiy human 
txis'u V I II m'lon d person .av that 
a nan il of 1 1 iklerv in liombav can 
house >i\ million people in well 
consiructed buildings'' The whole pro 
position IS absurd and the public posture 
of the goveinment in this respect is ques 


lionable because there is no connection 
between the publicly declared objective 
and the potentiality of the scheme. 

Besides, experience shows that even in 
the few cases in which such buildings are 
consti n.ted, genuine slum-dwellers will be 
forced bv builders and their musclemen 
to sell their places for a paltry sum. and 
quit It may also be beyond their means 
10 maintain such places in all probability, 
they will go and sei up another slum at 
another place The alternative to slums in 
cities like Bombay lies, in the long run, 
in the Indian villages In the short run, 
they be provided with ‘sites and services' 
which will be habitat friendly to them 

T he second significant feature of the 
DC regulations is the scheme foi dis¬ 
mantling all the cbtton textile mills in the 
citv and/or shifting them outside the city 
C lause Sg of the DC regulations is an in 
centive to the owners of the mills to do 
the same T his has great significance vn 
axis Bombay and its political configura 
lion Mill woi kers were the most militani 
and organised foae in the city who fought 
against the British When Lxykmanya 
Tilak was arrested in 1906, they called loi 
a siiike which paralysed the city If ihc 
agitation lor Samyukta Maharashtra was 
suvcissful iht credit goes to the textile 
woikcis ol Bombay It is they who laced 
the bullets The new Development Con 
irol Regulations will wipe out the textile 
mills from the city within a mallei of few 
vcais and thereby the most potcntiallv 
radical louc of Ihe city 

1 he enure open land and built up area 
v)l the premises of a sick or closed textile 
mill can be used undci the DC regulations 
a* follows About one third ol the area for 
put poses like recreation grounds, another 
one third by the Maharashtra Housing 
and Area Development Authority or 
public sector undertakings and the rest is 
for residential or commercial users T he 
ownei ol the land and the premises is en 
titled to the grant of transferable develop 
ment rights in the case of first two 
categories This effectively means that the 
textile mill owners can encash their open 
land and premises at the market price 
This IS nothing other than a call lo the mill 
owners to close the mills and dispose of 
the lands and the premises Then what 
happens to 2,00,000 workers'' 

I he loss of employment will force tex 
iilc WO'I frs to leave their residences as well 
and leduce them to the level of slum- 
dwelleis or lorce them to leave Bombay 
aitogethc and go to their ancestral 
villages It IS nor accidental that all star¬ 
ted category residential hotels have been 
granted an extra FSI of 50 per cent in F 
and G wards where the textile mills are 
concentrated In a few years, the whole 
area will lose ils historical identity and will 


Beautifying Bombay at Cost of Poor 

P A Sebatslian 


The recently published legislation to regulate development in 
Bombay city a a sell-out to vested interests 
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become one of the posh areas of the aty 
when the affluent have their commercial 
offices, hotels and residences But there 
IS no alternative plan to re-employ and 
te-accommodate that textile workers who 
will be rendered jobless as well as 
homeless 

The third important feature of the DC 
regulations pertains to the scheme to issue 
Development Right Certificates which can 
be negotiated in the market with the en 
dorsement of the BMC commissioner in 
certain circumstances the development 
potential of a plot of land may be 
separated from the land itself and may be 
made available to the owner of the land 
in the form of transferable development 
rights The DRCs embody these develop 
ment rights The DRCs may be issued in 
respect of land on which there is a slum 
and the owner of which undertakes to 
develop it, in respect of mill lands and in 
respect of other lands reserved for public 
purposes In the near future, there may be 
DRCs worth crores of rupees which will 
constitute a parallel economy 

The BMC commissioner and his mi 
nions have been given enormous discrc 


LAST vear an organisation of peasants 
and workers called Mazdoor kisan Shakti 
Sangathan (MKSS) launched a movement 
against violation of minimum wage laws 
in rural employment works in the Uhim 
region of Udaipur district culminating in 
a hunger strike cum dharna The ad 
ministration succeeded in breaking up the 
strike using false promises, but the move 
ment succeeded in drawing attention to 
the issue of non-payment of minimum 
wage at rural employment works This led 
to a two-day discussion on the question 
of minimum wages in government spon¬ 
sored rural employment programmes 
which was organised at the Institute of 
Development Studies in Jaipur Senior of 
ficials, academicians and social workers 
who participated in this discussion resolv 
ed that minimum wages should be paid 
in all government sponsored employment 
works including famine relief works, and 
that too, within a week of completion of 
the muster-roll 

This meeting gave strength to the strug 
gie of the MKSS and its activists were 
hopeful that the revised minimum wage 


tionary powers How many slum dwellers 
will be accommodated in a newly 
developed plot of land and at what cost, 
which, textile mill lands will be disposed 
of and how this will be done, the magni 
tude of public facilities which the ownei 
of a plot of land must construct to enti 
tie him to DRC s, etc, will be decided by 
the commissioner This will be a fertile 
source of corruption and abuse of power 
from where huge sums of black money 
will be generated L,and is the most 
precious commodity in the citv 

The development plan which has such 
far-reaching consequences was prepared 
and finalised, under delegated legislation, 
by a group of bureaucrats with the ap 
proval of a few politicians It was not laid 
before the legislative assembly for debate 
and sanction as it should have been done 
A full fledged debate in the assembly 
would have highlighted the salient features 
of the DC regulations and set in motion 
a popular debate 

The IX regulations ma> make Bomba> 
more beautiful but it will be at the cost 
of the poor and the deprived as in the case 
of New Delhi and Chandigaih 


of R$ 22 would be paid henceforth 
However, when work on Jawahar Ro/gar 
Yojana started at If places in Barar pan 
chayat, it was seen that payment at much 
below the minimum wage late was the 
general norm and in fact no worker was 
being paid the legal minimum wage of 
Rs 22 Several woikers made requests tor 
proper measurements to be taken and 
when this was not done, they refused to 
accept the lower than minimum wage 
However, several wc rkers weie ultimately 
forced to accept a lower wage due to their 
precarious economic condition and the 
immediate need fer ca^h The final con 
frontation was confined to 12 workers 
who steadfastly refused to accept anything 
less than the legil minimum 
Meanwhile Udaipur district was divided 
into two parts and the Bhim region now 
came under a newly formed district call 
ed Rajsamand This gave a pretexi to of 
ficials to refer matters back to the old 
district, and theieby to delay all decisions 
Officials were quite willing to make an 
olf-the record extra payment to the 12 
workers whi bad refused to acetpt the low 


wage, and thereby to reduce the matter to 
one concerning only a dozen persons. Fw 
the MKSS, however, it was of cruaal im¬ 
portance to get this extra payment on of¬ 
ficial record, so that this deasion wouM 
prove helpful for similar struggles It was 
in making the payment on record that the 
officials faltered, appearing to agree 
sometimes and then Peking out Finally 
the MKSS had to resort to another 
dharna-cum fast unto death in Bhim in 
the first week of May 

By now the decision-making appears to 
have passed from the hands of the local 
officials to state level ofTiaals Once again 
the state government adopted an arrogant 
and indifferent attitude In a particularly 
glaring act of ruthlessness and insensitivi¬ 
ty, the government sent a large number of 
policemen to forcibly lift the five hunger 
strikers and carry them to a hospital a 
long distance away While the reason given 
was that their lives had to be saved, in 
reality some of them were denied even 
water for a long lime 

Finally what appears to have changed 
the heartlessness of Rajasthai govern¬ 
ment was the firm stand taUn by the 
department of rural development, in 
Delhi The state government was not only 
asked to pay minimum wages, but was 
further told that its grants for JRY would 
be held up if it failed to do so 

What IS more important of couise is the 
precedent (hat has been established in this 
mattei This immediate fall-out could be 
seen in surrounding areas where workers 
employed ai several employment works 
started getting the legal minimum wage 

At the lime of writing the one year 
struggle for the realisation of minimum 
wage, which was preceded by a successful 
land struggle, appears to be in high spirits 
But some forces are not at all happy with 
this turn of events and appear to be plan 
mug repression 

MkSS IS a non party political organise 
tion of the weaker sections which has been 
fighting for the issues of weaker sections 
mainlv by mobilising their own strength 
but also by drawing in sympathetic of 
finals academicians, journalists and 
social workers in other parts of the state 
Although the MkSS has had its share of 
trusirations, on the whole this broad 
mobilisation has worked quite well during 
the last two years A few members of 
MkSS support themselves by low budget, 
relevant research f <r the government 

|A vuuny and brilliant academician Oeepak 
Oianchandani who worked at the Institute of 
Development Studies in Jaipur went out his way 
10 he ot great help to the MkSS Deepak died 
rieentS ir> a tragic accident at Jaipur MKSS 
activisis wish 10 record iheir great appreciation 
of the solidarits he showed the MkSS ever since 
lu Kami in coiiuil with them | 
t Hi 


Significant Victory on Minimum 
Wages 

Bharat Dogra 

One ol the worst aspects of the violation of niimmuni wage Ians 
in the country is that the government itself violates this legislation 
frequently, especially in the case of workers toiling at various lural 
employment sites A report from Rajasthan 
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Rajasthan’s Sorrow 

Report of Workshop on Indira Gandhi Canal 

S Ramanathan 


The sustaiaabihty of India’s largest irrigation project meant to 
provide irrigation and drinking water to five districts of the 
Rajasthan is under debate. The project has so far brought only 
negative change to the poor of the region. 


THF Indira Gandhi Nahar Panyojana 
(IGNP), with a command area of I S 
million hecures (m ha), is the largest 
irngation project to date in the country, 
and IS meant to provide irrigation and 
drinking water to five districts in north 
west Rajasthan Ihe project was conceiv¬ 
ed m I9M, and was approved by the Plan¬ 
ning Commission of India in I9S7 at an 
estimate of Rs 66 43 crore The project is 
being carried out in two stages, and after 
an expenditure of Rs 720 crore, one-third 
of the command, or stage I of the project, 
IS being utilised Stage II of the command 
IS just now being settled 
But, the vei y sustainability of the pro 
ject IS now an issue With the introdiic 
tion of irrigation the ground water table 
in the command has been nSing at the rate 
of one metre per year, and this has been 
the highest among all canal commands 
It IS estimated that already 34 per cent of 
the stage I command has teen affected by 
waterlogging and sahmty (‘Ecological and 
Environmental Studies lor Integrated 
Development of Indira Gandhi Nahar 
Project, Stage IP, Draft Report, WAPCOS, 
1989) In stage II, approximately 33 per 
cent of the gross command has a hard pan 
or barrier layers at depths ranging from 
five to 10 metres below ground level (bgl) 
It IS said that in these regions the water 
table will rise up to six metres (the critical 
limit) in a span ol four to six years after 
the advent of irngation (‘Canal Irrigation 
in And Zone ot Rajasthan and Its 
Ecological Inipliutions' by Chattelji ei al, 
in Devri Exolog) edited by Ishwar 
Prakash, 1988) There are cases of fields 
and even an entiic village having been 
abandoned due to watei togging 
In order to create an awareness about 
these aspects among the public, and also 
to arrive at some solutions to the problems 
faced in stage 1, and evolve alteinatc 
strategies for stage II the 111 tan Rajasthan 
Milk Iniion (URMUl) Irust organised a 
two day workshop on the canal in 
Lunkaransar (near Bikanei) in (ebruarv 
The participants were villagers, jour 
nahsts government officials, academics, 
and funding agencies 1 hough some 
background papers on the environment, 
status of women and children, etc, were 


circulated before the workshop began, 
these were not presented First the 
villagers presented their cases, while other 
participants were expected to listen and 
then offer suggestions/solutions The 
workshop was divided into four sessions 
The first session was on the problem of 
settlement, the second on the status of 
women and children, the third on the pro¬ 
blems of waterlogging and salinity, and 
the fourth session was on ‘nahar pan 
chayat* as an alternate institutional 
mechanism 

To understand the issues raised in the 
first session, some details are in order 
Prior to the canal the area was sparsely 
populated, with an average density of five 
persons per sq km Hence, people had to 
be brought from outside for utilisation of 


the potentml. The land colonisation poiky 
in the command began with the Rajasthan 
C olonisation Act of 1954 Under this act, 
plots measuring 25 28 bighas (plot size of 
6 32 ha each called a ‘murabba’) of land 
were to be allotted to bona Tide landless 
persons with a 30 per cent reservation for 
the scheduled castes and tribes The 
priority in allocation was based on the 
criteria of closest proximity to the loca¬ 
tion of allotted field Apart from the 
landless, certain other categories of people 
were also eligible for allotment of land in 
the command But, the special allotfflEnt 
of land by sale or auction to people who 
had been domiciled in Rajasthan for 
about 10 years was begun in the year 
1^8-89 As of now 50 per cent of the land 
in the command is set apart for special 
allotment 

In the first session, two mam issues 
emerged (a) tardy implementation of the 
settlement policy, and (b) the correctness 
of the settlement policy Villagers re 
counted tales of land being allotted but 
not given possession by the ‘patwaris* 
unless bribed, numerous cases of double 
allotment where any one who could bribe 
got the land, allotted lands taken away on 
some pretext but no comiiensation of 
tered, and cases whete land either had no 
water < ourses or was on a large sand dune. 
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higher than the gravity-drawn water could 
reach. Villagers questioned the policy of 
special allotment when the original inten¬ 
tion was to allot land to the landless; they 
also questioned the policy of settling 
people from different areas and back¬ 
grounds together in one ‘abadi’. 

The official response was that the 
government was aware of the corruption 
and the non-cooperative attitude of the 
‘patwaris’. Hence, it had been organising 
settlement motivation camps, which are 
to be the single window for redressal of 
all problems of settlement—though only 
allottees in whose lands water courses 
have been constructed were invited to 
these camps. On the issue of special allot¬ 
ment of land it was pointed out that since 
the rate of settlement by the landless had 
been very poor it had been decided to give 
away lands on special allotment for effec¬ 
tive utilisation of the created potential. 
But the villagers argued that special allot¬ 
ment has led to land speculation, absentee 
landlordism, and increased incidence of 
share-cropping. Villagers protested that 
even common property assets such as 
cremation grounds were being allotted. 

SlAllJSOI WOMIN 

While in the first session the focus was 
on the pool not getting land, the second 
session on the status of women and 
children revealed the misery of those who 
had acquired land. While allottees affirm¬ 
ed that income had increased, many spoke 
of deteriorating health conditions ol 
children, increased water-borne diseases, 
increased drudgciy lor women in collec¬ 
ting drinking water, fodder and fuel, 
sharpening of gender inequity, and in 
crease in the consumption of liquor. 
Women said the increased wealth was only 
*on paper', for the crop income was only 
enough to finance their debts and not 
enough to sustain their households. 

In one background note, the results of 
a comparative analysis of the health status 
of 480 children below five years in ir¬ 
rigated and unirrigated areas (carried out 
by URMUL Trust), showed that while 
there was “.. no significant difference 
between children in unirrigated and ir¬ 
rigated areas overall, there is a significant 
[i e, 10 per cent) difference between the 
female children in irrigated and un¬ 
irrigated areas, showing the sialus of 
female children m the irrigated areas to 
be worse than that of their sisters in the 
neighbouring uncommand village^' (em¬ 
phasis in original). One tentative 
hypothesis relates this to the shift in crop¬ 
ping pattern from traditional cereal 
crops—bajra, moth, guvar—to non- 
traditional cash crops like groundnut and 
mustard. Though groundnut and mustard 
are excellent sources of protein they are 


not consumed locally but are sold to ser¬ 
vice debts incurred on land purchase, 
levelling, etc. 

A second hypothesis associates the 
phenomenon to the increased work-load 
on the women in the irrigated areas. After 
the introduction of the canal, a study 
found that for women in particular there 
has been a sharper increase in the work¬ 
load. This was attributed to the fact that 
much of what is traditiorialiy ‘men’s work* 
like ploughing and levelling have been 
mechanised, and not so in the case of 
women’s work like weeding and harvest¬ 
ing. In addition, women’s work tends to 
be distributed throughout the year 
whereas that of men is usually a one-time 
activity, with long slack periods between 
(‘Development of Women in IGNP; Situa¬ 
tional Analysis and Action Plan’, IDS, 
1989). 

The village women who were present 
more or less corroborated the above 
hypotheses, and also pointed to the 
absence of health, education and market 
facilities, cremation grounds, etc. But, 
they complained most emphatically about 
the sense of isolation in living in ‘dhanis’ 
(irrigated fields). In fact, a survey in 
1980-81 found that 76 per cent of the 
respondents resided in their fields, only 
18 per cent in the ‘abadis’ and 6 per cent 
efsewhere (Economic Viability and Land- 
Use Survey, Stage I, Phase II, Special 
Report 1,1980-81). The reason being that 
the average sire of the residential settle¬ 
ment unit (abadi) varied between foui to 
six ‘chaks’. Due to the sparse locations of 
the commanded area pockets, interspers¬ 
ed by sand dunes and depressions, the set¬ 
tlers found that then agricultural holdings 
were quite far from the settlement 
colonies. Hence, they had little choice but 
to settle individually on their own farm 
premises and the earmarked colonies were 
sparsely populated One of the back¬ 
ground papers highlighted this aspect and 
raised the need to examine the settlement 
policy in detail. 

It was suggested to IGNP officials that 
they should provide mobile medical 
facilitie.s, hand pumps to ease the 
drudgery for women, and proper educa¬ 
tional facilities with the school master 
being from the same village. In fact, some 
villagers suggested that education should 
be made compulsory, especially for 
women. It was also suggest^ that more 
‘mahila kendras’ should be built and 
women should be made to visit them as 
often as possible Villagers also suggested 
that as far as possible villagers from the 
same area/village should be settled in a 
‘chak’ to provide a continuum in social 
relations. .Some thought was also given to 
evolving alternate cropping strategics to 
sattsfy local fuel requirements which have 


been exacerbated by canal-irrigation crop¬ 
ping patterns. 

The third session on salinity and 
waterlogging was preceded by a visit to 
some of the highly waterlogged and saline 
Helds near Lunkaransar. Ironically, .‘he 
government agricultural research farm 
nearby had the most highly saline and 
waterlogged fields. One farmer high¬ 
lighted how of the 25 bighas of land allot¬ 
ted to him, 14 bighas were destroyed by 
salinity: he predicted his remaining land 
would become uncultivabic in a few years. 
He pointed out that with the reduction in 
acreage he was unable to pay off the loan 
contracted for land purchase and levelling 
and hence had to go in for an alternate 
employment. But, the question then raised 
was what about others who do not have 
the requisite qualification for alternate 
employment and whose .sole possession 
was the land. Many complained that their 
debts were larger than the value of their 
degraded lands. Another issue raised was, 
who was responsible for this state of 
affairs? 

IGNP officials contended that the 
farmers had been over-irrigaiing their 
lands and that no one prevented them 
from cultivating less water-consumptive 
traditional crops. But, the officials 
ignored the farmers’ pleas about huge 
loans taken for the purchase of land, 
levelling and capital inputs. Only com¬ 
mercial crops like groundnut, wheat and 
cotton could help to pay them off. Also 
the interaction of the eight-day rotational 
schedule within canals and the seven-day 
‘warabandi’ schedule in the ‘chaks* mak« 
water access uncertain. The risk becomes 
loo great to pass up water on the occa¬ 
sion It flows by their fields. Al.so accor¬ 
ding to one estimate in stage I area only 
40 per cent of the land was economically 
irrigable, and economically non-irrigable 
land forms about 47 per cent. Was it not 
the duly of the officials to adequately 
warn the farmers of the land’s limitations 
and the dangers of irrigation. 

One of the causes for the waterlogging 
in stage I is the irresponsible use of 18 
Ghaggar depressions in the absence of 
natural subsurface drainage and im¬ 
permeable formations at shallow depths. 
These are a series of 18 natural reservoirs 
bounded by earthen or sand embank¬ 
ments and used to store the flood flows 
of river Ghaggar to prevent their entry 
into Pakcstaii. An ofHcial at the workshop 
conceded ihat this practice was a mistake. 
There was no drainage component built 
into the siage I of the protect due to its 
huge financial cost. 

Officials described measures taken to 
combat waterlogging and salinity, such as 
the drainage project involving the three 
states of Punjab, Haryana and Rajasthan. 
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The Thwa dam crisis in Madhya Pradesh 
was presented by one participant to show 
the enormous cost involved in reclaiming 
the waterlogged land OfTiaals were asked 
what they proposed to do with the 
villagers who lost their lands to water¬ 
logging They felt that alternate land 
could be given—an unimaginable option 
in the light of the high numbers of 
affected families 

The discussion then focused on future 
options to prevent degradation of stage II, 
where the environment is very fragile. 
Animal husbandry was discussed as an 
alternate, more sustainable occupation— 
ironically this was the dominant occupa¬ 
tion pnor 10 the canal The problem is 
that It IS now economically unfeasible 
Hence, it was suggested that the govern 
ment should think in terms of providing 
subsidies/suppori prices and adequate 
infrastructure to make livestock rearing a 
profitable and sustainable proposition 

The other measures suggested were the 
use of dnp and sprinkler irrigation techni¬ 
ques, which would be impossible for a 
small larmer to adopt unless subsidised 
It was also suggested that the government 
should give up its insistence on using the 
project for intensive agriculture and use 
it to provide drinking water to the and 
districts of Rajasthan As ot now only 11 5 
per cent is earmarked for both drinking 
and industrial use One wonders how 
much water will be diverted towards in 
dustry and away from households once in 
dustry begins to develop 

The focus ol the last session was on 
how to increase the participation by the 
users, for better management of the canal 
and the environment A case study ol 
some of the ‘chak samitis’, presented in 
a background papet, showed that the pre 
sent ‘samitis’ have hardly any power to 
either oversee the construction ol the 
distribution networks or their mam 
tenance Two suggestions came up here 
One from the oificiai side was that the 
canal board would sell the water to the 
community who would then manage its 
distribution This was not received very 
well by the villagers, who were not keen 
to be involved in water distribution 
without involvement in the construction 
of the distribution channels, since they 
may be burdened with sub-standard 
channels The other suggestion was that 
a nahar panchavat which managed more 
affairs than just water distribution should 
be developed which would have the 
responsibility o( working out a crop-mix 
or, a mix of crop and livestock, manage 
water distribution and thus avoid pro 
blems of waterlogging, maintain the 
distribution systems and manage the 
infrastructure required for livestock 
management It was felt that this would 


be ideal, but to achieve this the panchayai 
has to be given adequate powers. Hence, 
the question was, to what extent is the 
government wilhng to provide powers and 
involve the users in the management of the 
canal? Many of the villagers voiced dis- 


lUl Y I, declared by the Paris-based Inter 
national Union of Architects as World 
Architects’ Day, was celebrated jointly by 
the ( alcutta Centre ot the Indian Institute 
ot Architects and the United States Infor 
mation C entre The new building of the 
US Information Centre on Chowringhee 
has been completed just some months ago 
alter long delays, strikes, litigation and 
even demolition (of the guard house) 
C alcutta architects, invited to toui the 
building, were able via telephone, to talk 
to the designers in the US In the discus 
sions, a fleeting, elusive reflection ol the 
stale of the profession in C'alcutta was 
discernible to those who cared to listen 
carefully to what was said and, peihaps 
even more so, to what was left unsaid 

C onditions taken for granted in daily 
transactions seem to acquire a different 
hue when seen through alien eyes Is it, 
perhaps, because residual self respect 
forces the discarding of standards which 
are indifferent, and the confrontation of 
standards that are less so'’ With blinkers 
removed, it seems timely to take a long 
look at the state of the building proles 
Sion in Calcutta 

I he ( alcutta ( entre of the Indian Insti 
tute of Architects is itself newly foimed 
It has had a controversial birth because 
there already exists a West Bengal t hapter 
of the Institute The formation ot the 
Calcutta Centre is stated to be in response 
to the felt need tor a professional forum 
to address the specific and peculiar pro 
blems of architectural practice in the city 
Practising aichitects allege that these pro¬ 
blems arise mainly because, over the years, 
the C alcutta Municipal (orporation 
(CMC) has, both in its formal statutory 
functioning and, c'ven more so, in the 
extra-legal use and misuse of vested 


approval of the ‘nahar panchayaf pro¬ 
posal. Why should this be ai^ different 
from other decision-nuking bodies which 
have no power? As it is, the canal has left 
many of them more powerless than ever 
before 


authority by groups and individuals 
among its staff, bwn instrumental in 
reducing the profession of design and con¬ 
struction of buildings to the levels of the 
‘commodities’ trade prevalent m the aty 

Many cite as the manifestation of this 
degeneration the dclitcrate obfuscation of 
( MC sanctioning procedures to the point 
where, according to recent observations, 
a plan lot a building less than 13 5 m in 
height has to be che< ked 64 times (often 
several times by the same CMC stafO 
hclorc sanction is granted For buildings 
requiring committee approvals, the 
numhei ol checks is even higher The abili 
tv (o obtain sanciions from the C MC (and 
subsequent expertise m keeping inspectors 
satisfied duimg ihe construction phase) 
IS said to rank as the most important at- 
tiibuic of a practising architect or 1 BS 
(licensed building surveyor) in the city 
Architects and engineers complain that a 
prospective buildei, irrespective of 
whether he is a promoter of large com¬ 
plexes or an owner ol an individual 
building, IS harried by the existing process 
to the point where he can have no residual 
energy or regard lot the niceties of design 
(either architectural ur structural) or for 
the construction 

The amount of lubrication that is said 
to ease the way through this labyrinth of 
64 corners varied between Rs 1.50 and 
Rs 200 per sqfi prior to the recent 
embargo on plan submissions. Further 
sums were deemed necessary to see things 
through committee and the construction 
period and, ultimately, to obtain the com¬ 
pletion certiricate. The potency of lubnca- 
tion can hardly be confined to ensuring 
that only sanctionable and soundly 
designed buildings obtain necessary ap¬ 
provals Inevitably, it clears the path for 


Urban Building: System Constraints 
in Calcutta 

Srremay Baau 

While the Calcutta Municipal Corporation, both in its formal 
statutory functioning and even more in the extra-legal use and 
abuse of authority, has been instrumental m reducing the design 
and construction of buildings to the level of the ‘commodities* 
trade carried on in the city, two other factors—land use policy 
and the conduct of professionals associated with the building 
industry—also deserve critical scrutiny. 
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the non-sanctionable and the not-so- 
soundly designed buildings to be also ap¬ 
proved and constructed This, according 
to popular perception, is the main cause 
belnnd the spate of unauthorised con¬ 
struction and of building collapses pUgu 
ing Calcutta recently 

But IS It fair to blame the CMC alone'* 
In the extensive bustee areas (slums), 
where some collapses have taken place, the 
C MC'’s writ fails to penetrate the muscle 
and politics nexus In the other areas of 
the city. It IS inevitable perhaps that, when 
the construction ot buildings is as tightiv 
regulated as it is, the lion's share ol the 
blame goes to the regulating agency 
However, two other laciors, land use 
policy and the conduct ol piolcsMonals 
associated with the building industry also 
deserve larclul scrutiny 

Why were non professionals attracted 
to the building industry in the first place * 
Iterhaps because scarcity of acionimoda 
non raised prues to levels wheic building 
piomotioM proved more lucrative than 
other avenues of making quick monc'v* 
The ( MC can hardiv be saddled with the 
rtsponsibiliis (oi this endemic scaiciis 
I he lack ol inlrastiuctiirc particularly 
uHnmunicatioii the lack of land use plans 
ar, moreaccuiately, the lack ul a planning 
ind iniplenieiitation process with the 
equisile authority cscii the lack of a 
.oherent italiaic development [kiIicv 
lespitc the eatly efforts of the I ord foun 
jation and the existence ol a t and Use 
Board, the State (’fanning Board, C MFO 
Calcutta Meliopolitan Planning Orga 
iisaiton), l( P() (lown and Country 
^tanning OrgHnisatioii). Housing Board, 
MDA (C alcutta Metropolitan Develop 
nent Authuritv) HUDC (/ (Housing and 
Jrban Development C orporaiion), 
-IDiC (Housing Development finance 
otporaiion) and, recently, the State Bank 
tibsidiary, HP(C (Housing Promoticm 
inance C orporaiion), and the National 
lousing Bank, are at the root ol the 
troblem The bogey ol couise, is lack of 
esources It has been raised long and 
logged hard, but still fails to obscure the 
act of abysmal squandering ol available 
esources on ad hm schemes too often 
ubverted to serve political and personal 
nds The immediate scope of the present 
rticle does not include policy analysis, 
ut It should not be lost sight of that the 
ressunes created by housing shoruge have 
rigins beyond the C MC and that a begin 
ing IS still to be made to address the 
mdamental causes with sincerity and 
ohnical competence 

The Tbwn and Country Planning Act 
f 1979 stipulated the early formulation 
f a development plan Twelve years latei, 

I 1991, there exists only an 'Outline 
evelopment Plan’ which is, at best, of 


dubious clarity It is incomprehensible 
how planning exercises of such vital im 
portance, mandated through enactment, 
can be conducted in the absence of com 
plete sets of basu land use surveys and 
data on sewerage, water supply, gas, elec 
fricity, telephone and other services in 
existence Modern day land use planning 
IS a highly complex multidisciplinary, 
systemic task involving economists 
geographers, environmentalists, demo 
graphers, physical planners, transporta 
tion engineers, icgional scientists 
sociologists, and specialists in computer 
aided modelling and simulation It re 
quires the careful and tedious building ot 
complex data-bases necessary lor the lor 
miilaiion and testing ol proposed inter 
vcntions in the cxisimp systems And, of 
couise It lequircs political commitment 
lor implementation 

While individuals within the C MC were 
being subjected to economic (and poll 
tical) pressure to lurihci private interests 
the 1 BS and 1 BA (licensed building 
aichitects) associations could have aligned 
themselves with the c MC staff to offer 
resistance in fact, the code of conduct 
professionals aie supposed to adhere to 
would require them to have done so Why 
did this not happen' It would be well 
worth the while of professionals to do 
some soul searchiiq 1 hey might in 
cvitablv have lo confioiit the unpleasant 
fact that deterioration of standards have 
hit home just as b.idly There is no 
organisaiicni no cohesive front, no 
motivation to fight lot and uphold piin 
cipics loi th*" common good The profes 
sionals have abrogated their responsibility 
to such an extent that thev now find 
themselves in the unenviable position of 
being squeezed by the piomoters and 
talked down to by even unqualified CMC' 
staff The promoters have icduced profes 
sionals to the level of artisans Buildings 
in Calcutta are now designed on ‘square 
loot’ rates rather than the percentage basis 
specified by both the Indian Institute ol 
Architects and the ( ouricil of Architec 
ture These rates, moreover, are pegged so 
low as to be absurd C onsequently the 
piofessionals too hast begun to disregard 
the niceties ol design construuion, and 
professional ethics, aicepting commis 
sions liotn builders and uppliers to 
achieve economic viabiliiv The debilita 
ting dog eat dog wond of unaccounted 
lor cash based commerce now pervades 
the profession as well Those who are not 
guilty of commissi >n directly have in 
many instances to plead guilty to acts of 
omission Most nec< ssarily have to act as 
ot provide conduits lot lubricants to flow 
to the ( MC friction points 

This state of affairs is by no means con 
fined o C alcutta alone It is representative 


of the general malaise that afflicts the pro¬ 
fession to a lesser or larger extent 
throughout India It would obviously be 
absurd to suggest adherence to profes¬ 
sional standards that are unrealistic in the 
general environment of sliding societal 
norms Howevei, there are levels below 
which these standards must not be allowed 
to fall L Ise, the raison d'etre ol a profes 
Sion simply disappears It is for profes 
sionals themselves to define this level and 
uphold It with due determination The 
•good' ol stKiety (in the form ol the poor 
Bat owners) also depends on this 
The only positive aspect of the collapses 
and the deaths of so many innocent (and 
inevitably pcxit) people is that the govern 
meni has been forced to lake more than 
a perfunctory look at the whole building 
delivery process After the initial ad hot 
ordinance barnng buildings ol ovei 11 ^ m 
in height following the Bhowanipur 
collapse and the banning of construction 
on Tilled up sites after the Behata collapse, 
a more systematic approach is being 
adopted to rationalise the 1990 Building 
Rules of the ( MC which came inle force 
on Decembei 12 last year Next on the 
cards is said to he reforms to make the 
statutory authority more accountable 
1 his IS bound to create resistan.e 1 he 
implementation of the provisions of the 
Architects Act of 1972 was successfully 
stalled till 1991 There is no quick fix 
Meanwhile, the piofessionals have to 
identify and light the pressures that will 
ineviiablv doom their livelihood Perhaps 
the C alcutta Centre will form the nucleus 
of the revival of professionalism in the 
building industry in ( alcutta The long 
suffering public is certainly owed this 
much 
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End of Gorbachev Era? 

Ramnath iNarayanawamy 


What Gorbachev is attempting to do now—to secure and save the 
centre by presidential decree—is not promising. The way back to a 
stronger Moscow lies in genuine decentralisation in an increasingly 
European context, says Hans Hermann Hohmann, specialist in 
Soviet and East European affairs. 


Ramnath Narayanswamy: The campaign 
for perestroika triggered by Gorbachev ap¬ 
pears to be impelling its architect to pull 
up the barriers against the very restruc¬ 
turing that he initially set out to accom¬ 
plish. By his inability to put himself firmly 
on the side of the reformers, Gorbachev 
appears to have lost a valuable opportuni¬ 
ty. Are we therefore in the process of 
witnessing the end of the Gorbachev era? 
Hans Hohfhann: Of course, we will first 
have to define what the Gorbachev era 
was or is. The Gorbachev era was the at¬ 
tempt to modify the old system by intro 
ducing changes at various levels of econo¬ 
mic and political life. His initial objective 
did not lie in abolishing socialism—the 
Leninist legitimation of socialism—in the 
Soviet Union. Neither did he intend to 
abolish the one-party system. His idea 
consisted in having a perestroika in the 
sense of a process directed from above and 
not a process leading to revolution from 
below. Viewed in this specific sense, 
perestroika has failed and is failing if we 
conceive the Gorbachev era as the era of 
a man who has tried to modernise the 
system and not abolish it: this era is over. 
This does not necessarily mean that Gor¬ 
bachev himself is a spent foice, but 1 think 
he can only survive as a radical reformer: 
his chances of survival are largely depen¬ 
dent on his ability to join hands with ge¬ 
nuine democratic forces and to move— 
conceptually and politically—much fur¬ 
ther than he has until the present. 

RN: A cursory appreciation of the 
Ryzhkov plan and the Shatalin plan sug¬ 
gests that the critical Issue for Gorbachev 
lies in the distribution of economic and 
political power. How do you assess the 
strengths and weaknesses of the Ryzhkov 
and Shatalin plans? Is a compromise bet¬ 
ween the two plans, a desirable/feasible 
objeaive under current Soviet conditions? 
HH: There are a number of ditfcrences 
between the two plaas. However, more im¬ 
portant than these differences in the con¬ 
tent of the two plans is the difference of 
the political context. Of course, it is possi¬ 
ble to have a compromise between the 
Ryzhkov plan and the Shatalin plan in the 
sense that you can have a longer time 
horizon: Shatalin is very short (.^00 days) 
and that was indeed the original idea of 


the Yeltsin reform in the RSFSR. This is 
certainly too short a period to reform an 
economy. The essence of the 500-day pro¬ 
gramme does not lie so much in the un¬ 
realistic expectation that a reform could 
be pursued in 500 days; the idea rather lies 
in emitting a strong signal to the public. 
The long term horizon of the Ryzhkov 
plan is uninteresting to an impatient 
public and is therefore viewed as a disap¬ 
pointment Of course, a compromise is 
possible but the political context is 
however more important in mv view. If a 
compromise means more authoiity being 
vested in the centre at Moscow and frust¬ 
rating the aspirations of the republics, not 
to speak of preserving the old apparatus 
(Ryzhkov is of course a symbol of the old 
apparatus), then the compromise will cer 
tainly not work, not because of economic 
imperatives which indeed exist (you can 
to a certain degree combine the two plans 
on condition of course that Ryzhkov goes 
in the direction of the market), but 
because of the political context. Herein 
lies the difference. It must be disappoin¬ 
ting fot the reformers and for the 
republics if a compromise entails the con¬ 
tinuation of Ryzhkov as prime minister 
and the preservation of the old apparatus. 
Many reformers are agreeable to use the 
Gorbachev compromise as a beginning; 
the problem is what is done with the com¬ 
promise and whether Ryzhkov is the right 
man to lead this compromise to a process 
of stabilisation and an eventual break¬ 
through to the market. I therefore believe 
that economic reform currently has cer¬ 
tain political preconditions or to pul the 
matter differently, the politics of 
economic reform is today more important 
than the economics of political refoim. 
Gorbachev himself must also learn to 
move conceptually towards the repub¬ 
lics—he can then perhaps hope that on 
the basis of a reformed system, .some 
rights arc given back to the centre. 

RN: There arc good reasons to believe that 
Gorbachev bears much of the responsibili¬ 
ty for the current crisis. These include his 
initial emphasis on the machine tools in¬ 
dustry, the creation of Gospriemka (State 
Committee for Quality Acceptance) and 
the Gosagroprom (State Committee for 
Agriculture) which contradicted his pro¬ 


fessed objective of decentralisation of 
decision-making, his contradictory poli¬ 
cies towards private and co-operative 
trade, increasing imports of machinery 
and cutting the imports of consumer 
goods, the campaign against alcoholism 
which heightened the fiscal crisis by reduc¬ 
ing budgetary revenues and the massive 
increase in the budget deficit (from 18 
million roubles in 1985 to 100-120 billion 
roubles in 1989) under which enterprise 
managers were given the powers to set 
wages as a result of which they came 
under increasing pressure to raise wages, 
and the law on joint ventures which 
frustrated the entire effort. In retrospect, 
were the.se plain and simple errors stem¬ 
ming from a personality who has been 
brought up in the tradition of the 
nomenklatura oi was the design itself 
faulty? 

HH: I think it is a combination of fac¬ 
tors. Among several factors, it can certain¬ 
ly be said that Gorbachev and the Gorba¬ 
chev era in general underestimated the 
severity of the crisis They genuinely 
believed that it would be po.ssible to 
remedy economic problems and repair the 
system by adopting an approach very 
similai to the one adopted by Yuri An¬ 
dropov in the early I98(K which consisted 
in changing economic piioritics, imposing 
more discipline and improving the opera¬ 
tion of the planned economy The earlier 
plan recognised for example that the 
capital stock was obsolete and the 
economy had to be modernised (which 
resulted in the investment campaign) 
through reinvestment, etc. This diagnosis 
proved wrong in the light of the deep crisis 
afflicting the economy. It was also not 
possible to secure the approval of the 
population for improving motivation. The 
notion of pursuing old targets (such as in 
heavy industry) alongwith some moderni¬ 
sation would have failed in the light of the 
general frustration of the population. 
Considering the latter, it would have been 
advisable to give agriculture and con¬ 
sumer goods production priority. The next 
problem I think lies in the fact that Gor¬ 
bachev underesfimated the destructive in¬ 
fluence of changes in the political domain. 
The initial idea lay in combining elements 
of traditional economic policy with 
changes in the political domain. For ex¬ 
ample, a glasnost in the early phases of 
perestroika was intended to be a means to 
fight against bureaucratic resistance 
against modernisation. But the problem 
was that glasnost could not be used as an 
instrument: it became a new political reali¬ 
ty. It became a catalyst of far-reaching 
political change. Soon the focus on 
political change and the demands of the 
population took precedence which ex¬ 
plains why many intellectuals believed that 
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■H die «vly caraptigns of the Oortach«v 
period were doomed to result in failure. 
In terms of economic reform the half¬ 
hearted reform of 1987 (wrongly por¬ 
trayed as a radical reform), was an attempt 
to combine the market in the fields of con¬ 
sumer goods production with planning in 
heavy industry which led to all these 
disruptions. The partially enlarged rights 
of the enterprises for example, destroy^ 
financial stability. I would therefore say 
that these three elements came together 
and were responsible for these disastrous 
results. Of course, there are other factors 
such as the deterioration of terms of trade, 
the Chernobyl disaster, the Armenian earth¬ 
quake and so on. There were a number of 
such exogenous factors. Gorbachev also 
had a lot of bad luck too. Essentially 
however 1 think it was the three-fold 
mistake of beginning with technocratic 
modernisation and the underlying idea 
that it was possible to combine the latter 
with partial political reform. 1 think one 
of Gorbachev’s biggest mistakes lay in his 
(false) perception that glasnost could be 
used as an instrument of manipulation 
which could be controlled by the centre, 
he also underestimated the danger from 
the standpoint of the system that glasnosi 
could change everything. The third mistake 
was economic; the half-baked economic- 
measures which were inconsistent. 

RN: The reform experiences of the cen¬ 
trally planned economies suggests that it 
is advisable to first reform agriculture 
before attempting to reform industry. Do 
you think Gorbachev ought to have first 
concentrated on revamping the agricul¬ 
tural sector and improving the supply of 
consumer goods tefore attempting to 
reform the political structure and heavy 
industry? 

HH: 1 think the major mistake was to 
simultaneously retain the Soviet Union as 
a successful world power and transform 
it into a civil society aimed at providing 
consumer goods for the public. This was 
the mistake and this influenced the reform 
of 1987 which embodied a hybrid mixture 
of plan and market. This illustrated the 
attempt to use the economic system as an 
instrument for political targets. The tar¬ 
gets had moreover not changed. 1 think 
the Soviet Union has now learnt the lesson 
that it can no longer be a competing world 
power, that it must be content with re¬ 
maining second and that there is a better 
chance of gaining international influence 
by not competing with the United States 
at least as a superpower. The way is now 
open for a change towards a civil society 
with other consumer-oriented priorities, 
but this was not the case in the first years 
of the Gorbachev era. 

RN: The failure of the Supreme Soviet to 
arrive at a consensus on choosing between 


the two plw to steer the country out of 
its difHculties has led to Gorbachev being 
armed with greater powers to dictate the 
future economic course. None of the 
republics arc likely to respect executive 
decrees from an impotent centre. Does 
Gorbachev have any feasibte options left? 
HH: The option for Gorbachev in my 
view lies in his joining hands with the 
radical reformers and to join the separatist 
movements from the republics. Even if 
this happens, there will still be a number 
of problems, but 1 think what is necessary 
at the moment if economic success is to 
be achieved, is a national consensus. 
Economic policy has to be based on a na¬ 
tional consensus. There are in my view, 
three aspects of this consensus. The first 
is a consensus between Gorbachev and the 
Soviet population. This implies a neces.sity 
for the population to recognise that Gor¬ 
bachev is a reformer and that this is in 
their interests. And I think this can only 
be done through more decisive steps in the 
direction of a market economy. The se¬ 
cond kind of consensus involves one bet¬ 
ween Gorbachev and the political forces 
of tomorrow and not of the past. The new 
political configurations and reformist in¬ 
tellectuals who are gaining increasing in¬ 
fluence will be the determining factors in 
future political life in the Soviet Union. 
Such a consensus existed before and has 
since eroded and it is imperative that 
Gorbachev re-establish it. Gorbachev is 
still an important force, he still remains 
a worldwide symbol of reformism and 
therefore it is not only important for 
Gorbachev to seek a compromise with the 
reformers, it is equally important for the 
reformers themselves. fJorbachev enjoys 
a good international reputatioirand this 
should prove to be a viable basis for co¬ 
operation. The thud kind of consensus I 
referred to is of course the consensus 
between the all-union government and the 
republics. And 1 think this is the only 
chance for Gorbachev to achieve this con¬ 
sensus: he must begin to go in the direc¬ 
tion of genuine reform in terms of a clear 
market programme, institutionalising 
democracy which is a little mixed at the 
moment, (there are parties but there are 
no decrees and laws on the electoral 
system), and guarantee the republics their 
sovereignty. If he docs this, the exigencies 
of economic development will or is likely 
to persuade the republics that it is in their 
interest to stay logeihcr and have central 
institutions for economic policy, stability, 
social policies, macio-economic stability 
and so on. This is thf most promising op¬ 
tion for Gorbachev 

RN: In other words, he has to rewrite the 
national contract? 

HH: Yes. Even the Baltic states have no 
chance of survival outside or without 




Russia; they need the Russian jnarket to 
buy and sell. Of course, they will be 
independent within some kind of loose 
confederation in the sense of a common 
market. I think the first step in this direc¬ 
tion lies in establishing the consensus I 
spoke about. What Gorirachev is attemp¬ 
ting to do now—to secure and save tte 
centre by presidential decrees—is not a 
promising way. This may sound paradox¬ 
ical but the way back to a stronger 
Moscow lies in genuine decentralisation. 
And it will be a good idea to achieve this 
in an increasingly European context or 
perspective. 

RN: It seems to me that the crucial test 
in the reform initiatives wiU be the reforms 
in ownership. Gorbachev’s position on the 
crucial issue of ownership remains am¬ 
bivalent. What do you think are going to 
be the likely consequences of this intran¬ 
sigence? 

HH: Well, it is absolutely necessary to 
have a clear conception of privatisation. 
The problem is that Gorbachev still 
believes in what he calls the ‘social choice' 
and this limits to a certain degree; pro¬ 
perty reforms. There has to be a learning 
process; it must for example be under¬ 
stood that exploitation is not combined 
with a certain type of property such as 
private or state property but that exploita¬ 
tion is more a question of the overall 
social policy which the state pursues. This 
means that in re-learning social situations 
in their dependencies, he has to indeed 
overcome this imbalance. There is a strong 
dislike fot private propeny and Gorbacbev 
often argues that the population does not 
like it and so on. But this is a mechanical 
understanding of property in the Marxian 
sense Far more important is the overall 
economic and political context. If you 
consider some of the western economies 
like the Swedish or German economy, 
there is no exploitation in the sense of 
workers being exploited by capitalists. 
There is an overall social framework, (this 
IS what a socially-oriented economy 
means), that acts as a preventive 
mechanism. Our experience also teaches 
us that it is not a good idea to allow the 
state to intervene directly in the economic 
sphere: this is a lesson which not 
everybody has learnt to the requisite 
extent But apart from such major ques¬ 
tions, there are many practical questions 
because it is extremely difficult to find an 
effective private property structure. In the 
Soviet Union, (where it is not a question 
of finding former owners because they do 
not exist), the problem lies in finding 
owners who are really interested in the 
firm. At the moment, nobody really 
knows what the firm is actually worth 
because of the distorted price system. 
There are no markets useful to firms. As 
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a result, it is very difTicult to have shares 
or a market for them. The Soviet press is 
replete with suggestions of selling enter 
prises which are on the verge of bankrupt¬ 
cy. But nobody is likely to be interested 
in such enterprises. A dinierent oonoeptioh 
is therefore needed: enterprises which have 
functioned reasonably well under condi¬ 
tions of planned socialist economy must 
be sold because these can be expected to 
perform even better under a market 
environment \ 

RN: The information explosion ushered 
in as a result of giasnost prompted a 
number of Soviet economists to cntiase 
not only their own statistics but even those 
issued by the CIA as being guilty of 
overestimaung Soviet economic growth m 
the past A number of western specialists 
also appear to have overestimated Soviet 
economic performance. Has this over- 
estimation been so excessive as to present 
a distorted image of Soviet economic 
performance? 

HH 1 think that it is quite clear that per¬ 
formance in terms of growth portrayed m 
ofTicial statistics oveiestimated real growth 
and real growth was also not so high and 
not so impressive Whether the CIA was 
right or not is a very tneky question. 1 per¬ 
sonally have not worked on this question. 
It could be because the Amencans had a 
pohtical interest to show that the Soviet 
economy was not effective or competitive, 
but on the other hand, they woe mterested 
in showing the Soviet Union as a 
dangerous competitor. While there was 
one bias towards overestimating Soviet 
economic performance, there was equally 
another bias towards underestimating 
Soviet economic claims At the moment 
however. 1 do not think anybody is in a 
position to say what was right and what 
was not right. Of course, there is a cer¬ 
tain feeling among speaalists that not 
only were the official figures of growth 
performance overstated, but some other 
observers as Igor Birman are today being 
proved right and are being praised for 
being right I think it is important to 
situate these issues in the context of what 
they mean for the Soviet Union if the 
Soviet Union really had much less growth, 
this indeed could indicate much more 
stability in terms of them being poorer 
and they were stable tor at least for a 
certain period On the other hand, 
investment figures were not as high 
as the Soviet Linion portrayed them 
to be The degree of obsolescence 
of capital stock was much higher as 
has been proved by the subsequent 
breakdown ol pipelines and gaslines 
In my view therefore, the official figures 
ot the Soviet Union were too high 
If the CIA was right in estimating the 
overall Soviet defence expenditure (which 


has not bean seriously diq>uted), and 
wrong in assessing growth ^res, then 
the share of the miliu^ must, be much 
higher. This meaiu tbit the t^ of not 
only privatising the Soviet economy in 
terms of ownership but also of extending 
the avilian sector of the economy through 
a reduction of military production. This 
also means that the influence of the 


military on tne economy is much higher 
than we thought it to be and will therefoit 
be a very serious problem fov Gorbachev. 
This is also one of the miun reasons 
why the reformers ate unhappy with 
Gorbachev: his support to Ryzhkov, who 
is representative of the old system and is 
supported by the military-industrial com- 
pl« appears to confirm thdr worst 
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suspicions. 

RN: Positive changes have taken place 
during the Gorbachev era. While 
Gorbachev certainly deserves credit Tor 
what ite has been able to accomplish $o 
far, the most glaring disappointment of 
his legacy lies in the economic domain. 
Do the non-economic successes of the 
Gorbachev era outweigh the failures on 
the economic front? 

HH: It depends on the standpoint from 
which you pose the question. From the 
German viewpoint, the changes in foreign 
policy were certainly good for us and they 
indeed outweigh the economic failures of 
the Gorbachev era. The profound changes 
in eastern Europe and the Soviet Union 
were a vital precondition for German 
uniHcation. Even from the standpoint of 
the Soviet Union, the change is better; the 
economic problems and losses will be 
overcome in the long-run. It was possible 
to stabilise the economy through the use 
of old measures for a while, but an 
inderinite continuation of old methods 
leads to a dead end. If you accept the 
necessity to change the Soviet system and 
if this is coupled with the acceptance of 
combining change with going through a 
crisis, then the combination of change and 
crisis aiongwiih a policy of detente and 
foreign policy successes does certainly 
provide better perspectives for the future. 
In the long run, what the Soviet Union 
needs is international integration and co¬ 
operation. llie market in the Soviet Union 
needs the experience of foreign competi¬ 
tion. Therefore, such foreign policy suc- 
ces.ses might eventually prove to be useful 
to a crisis-ridden economy like the Soviet 
Union. On the other hand, one has to ac¬ 
cept the fact that there are many people 
in the Soviet Union who do not see suc¬ 
cesses in foreign.policy. I had a discussion 
with a deputy- director of Novosti, the 
Soviet press agency, who told me (he did 
not pretend that this was his own convic¬ 
tion), that in the international field, the 
Soviet Union was falling back to the situa¬ 
tion in 1939. One must therefore recognise 
the fact that Gorbachev's manoeuvres in 
foreign policy are viewed as successes 
more in the west than in the Soviet Union. 
Similarly, Gorbachev winning the Nobel 
Prize, while laudable in terms of inter¬ 
national prestige, has not been received 
well by the population. G Gerassimov, the 
spokesman of the foreign office, actually 
said in a semi-serious manner that 
Gorbachev did not rewive the Nobel Prize 
for economics. But as I said earlier, if the 
dominant trend in the Soviet Union proves 
to be the one towards the market and 
democracy, then these foreign policy suc¬ 
cesses will have a positive effect in the long 
run. 

RN: The reform experiences ol the 
socialist economics are an eloquent 


testimony to the hypothesis that the pro¬ 
cess of establishing a centrally planned 
economy is easier than dismantling it and 
replacing it with a market-oriented system. 
Why is this transition proving to be so 
difficult? 

HH: There are many problems connected 
with the transition from a planned 
economy to a market economy. Fbremost 
among them is the fact that a maaket 
economy needs a different kind of society. 
It needs entrepreneurial agents which in 
the Soviet Union were destroyed by the 
imposition of planned economy. A plan¬ 
ned economy is in many respects, a passive 
economy in which entrepraieurial ^ilities 
arc not needed in a strict sense. Of course 
some degree of entrepreneurial abilities 
did survive even in the planned system but 
these were directed towards personal pro¬ 
fits, building careers and so on. Therefore, 
the society itself needs to undergo a 
change. The second type of change that 
is needed is in institutions: the biggest pro¬ 
blem here is to go back to a legitimate and 
effective form of property relations. This 
was not necessary in Germany after the 
war because the old owners existed. 
Neither was there any major discussion 
about the legitimacy of private ownership. 
But in eastern Europe, it is a labula rasa 
situation; the structural problems are so 
great that it is going to be very difficult 
to go back to a market economy. But this 
IS by no mean.s restricted to eastern 
Europe; it is the same in southern Italy, 
Latin America or Portugal. All these 
countries have problems with the market. 
So why should one expect that it is enough 
to abolish the planned economy and leap 
into the world of a perfect market. The 
main difficulty lies in the fact that the 
market economy is a dilficult system. 
RN: The current state of the economy and 
polity in the USSR makes it pregnant with 
all kinds of positive and negative alter¬ 
natives. What in your view are the likely 
scenarios we may have to contend with in 
the future? 

HH: 1 envisage a couple of different 
scenarios but whether they are likely or 
not IS of course, another question. One 
scenario consists in the continuation of 
the present situation. This means that for 
a couple of years, the Soviet Union will 
have to be prepared to confront what is 
in greater oi lesser measure a crisis situa¬ 
tion. A colleague ol mine described the 
present situation where in terms of stabi¬ 
lisation ol chaos, very similar to the cur¬ 
rent situation in Yugoslavia. This essential¬ 
ly refers to a situ, non where in the absence 
of substantive rt form, self-corrective and 
spontaneous arrangements co-exist with 
some elements of th< old planning system 
in a manner m which the system does not 
completely breakdown. This kind of mud 
dling through on a very low level of per¬ 


formance is cmainly one scenario riiat I 
have in mind. Another scenario consuls 
of a situation in which the economic 
situation deteriorates to an extent when 
muddling through becomes impossibie 
and a new consensus is reached through 
a coalition of Gorbachev and other pro¬ 
gressive forces including hew parties in the 
republics and that in the long run, a new 
stability is restored, with Gorbachev 
remaining president for another couple of 
years. Another scenario could consist in 
a deterioration of the economic situation 
and a kind of Soviet- Jaruzelski. very 
similar to a Polish-type situation with 
other governments in the republics that 
are not necessarily democratic; they m^ 
be partly authoritarian. There is ^ways 
of course, the danger of a military 
coup—even the reformers are not able to 
rule that possibility out. This can hanien 
against Gorbachev and can equally hap¬ 
pen with Gorbachev. There is a ticmen- 
dous amount of insecurity and it is very 
difficult to say what lies ahead. We must 
be careful because we have so often been 
surprised by actual developments in the 
Soviet Union, especially now that oM 
paradigms do noi function anymore: My 
own feeling is that there is still a certain 
chance of avoiding civil war and a right- 
wing dictatorship by a process which is 
already underway! the emergence of new 
democratic institutions. If these forces 
consolidate themselves, there is a good 
chance of a peaceful transformation..! 
therefore see the necessity of a percstroilca 
partnership with the west. The west must 
help and there are currently several ap¬ 
proaches on what the west can do. One 
way lies in the continuation of disarma¬ 
ment which will help to reduce the 
military sector in the Soviet econmiqr. 
Another way lies in offering institutional 
arrangements with European institutioas 
including transfer of know-how and so 
on. In my view, it is imperative that the 
west opens Europe for Russia and not to 
exclude either Russia or the Soviet Union 
from Europe. 
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PERSPECTIVES 


Indian Development Strategy 
An Exchange of Views 

T N Srinivasan 


have to face up to the fact that our development strategy and 
the whole bureaucratic planning and control system that 
implemented it have failed. The failure is systemic. 


Statement 

The problems of India are other than 
mere bureaucratic delays or adherence to 
leftist principles They go back to the 
aby&m^ poverty and to the glaring in 
equalities that exist in India 
Response 

It IS not the pursuit of ‘egalitarian prin 
dples* that IS at the root of Indian failure, 
but a development strategy and policy that 
robbed the poor while professing to serve 
them in the name of a ‘socialistic pattern 
of society’ and self-reliance This strategy 
condemned the economy to an avoidably 
slow growth and bottled about 75 per cent 
of the rural laboui force, a majority of 
them poor, in agriculture The fact that 
the proportion of rural male labour force 
in agriculture declined from 81 per cent 
m 1972-73 to 74 per cent in 1987-88 is less 
significant than that the proportion is still 
so high after 40 years of planning' This 
can hardly be called egalitarian in its 
achievonents whatever be its intent Other 
economies which did not proclaim their 
egalitarian principles with great fanfare 
have achiev^ faster and more egalitaiian 
growth than India 
Statement 

It IS inappropriate to compare India with 
South Korea or laiwan and argue that 
India missed the opportunity for faster 
development If India were to be divided 
into a thousand countries of the si/e of 
Taiwan, certain sections of it would 
doubtless record a rale of growth faster 
than Taiwan's 
Re^ponw 

This IS a silly argument India is not sui 
genera The belief that “compansons with 
other countries, though occasionally 
helpful and useful, are illusory They can 
nevci find ihe answers to the problems of 
any country ai any time" lArun Ghosh, 
£PW, June I 8, 1991) is fundamentally 
miKonceived In any case, an overwhelm 
ing majoriiy of tlie 100 or so developing 
country membcis of tht UN are even 
smaller than laiwan But few of them can 
claim to have achieved the sustained and 
egalitarian development of Taiwan If 
anything, the si/c ol Indian economy with 


Its large internal market and a unified 
monetary system and few internal barriers 
to trade (if not l^ur movements) should 
have been an advantage rather than an 
obstacle to development Once again our 
development strategy failed to exploit this 
advantage, but instead through ‘planning’ 
created high<ost ineffiaent industries of 
iess-than-economic scale and sheltered 
them from foreign and domestic competi¬ 
tion Self-reliance, an arguably sensible 
objective, was perverted into self- 
suffiacncy in everything From a national 
resource allocation perspective, there is no 
particular advantage in self-sufftaency per 
se, whether it is with respect to food grams 
or to nylon stockings Nor does national 
sovereignty and honour hinge on any par 
ticular exchange rate for the rupee -it is 
a price, albeit an important one, like any 
other price such as that of crude oil’ Its 
administratively set value can be, and in 
India has been, unsustainable What is 
crucial IS that the economy generates 
enough foreign exchange through exports 
that are internationally competitive (and 
from borrowing) to pay for imports that 
cost more to produce at home Borrow 
ing IS appropriate provided the borrowed 
resources are used in a way that the 
economy can service its debt in the future 
Our self-sufficiency in many areas has 
been bought at a very high cost 
By some measures, the Indian economy 
IS not large, thanks to a failed develop¬ 
ment strategy, in terms of value added our 
manufacturing sector in 1989 at US $ 44 
billion IS smaller than South Korea's US 
S 54 billion These figures, taken from 
Table 6 ol the World Development Indi 
cators section of the 1991 World Develop¬ 
ment Report, may overstate the Korean 
figures because they are in purthaser’s 
rather than produier\ prices, even if the 
usual problems of exchange rates used for 
conversion, etc, do not bias them in one 
direction Still, it is unlikely that Korea’s 
manufacturing sector would be smaller 
than India’s given the rapid rate of growth 
ol the former over the last three decades 
compared to India’s Table 17 of ihe same 
report shows that Korea’s manufactured 


exports to OECD countries totalled US 
S 43 billion in 1989 compared to India’s 
paltry US$8 bilhon. China's aports grew 
at II6 per cent per year qn avenge duni^ 
1980-89, a rate that was twice India’s. 
Closer to home, Pakistan’s GDP grew at 

5 2 per cent per year during l%S-80 and 

6 4 per cent per year during 1980-89 The 
corresponding figures for India are, 
respectively, 3 6 per cent and 5 3 per cent 
Thailand’s performance is better than 
Pakistan’s The notion that comparisons 
with other countries are not very helpful 
IS that of the proverbial “frog m the well” 
Statement 

South Korea and Ihiwan are authoritarian 
regimes, while India is a plurel democracy 
Both countries are by no means laisxz 
faire economies and their governments 
intervened in the economy extensively 
There are many things wrong with us But 
let us not run away with the idea that a 
laissez-faire economy will be the solution 
to our problems 
Response 

It IS naive to argue that the authoritarian 
regimes in South Korea and TKiwan had 
a lot to do with their success, while India’s 
plural demoaacy explains its failure. Once 
again, authoritarian regimes are far more 
numerous than democracies in the 
developing world and not many of these 
have succeeded in generating egalitanan 
growth Authoritarianism and small size 
are neither necessary nor sufficient for 
success 

There are no laissez faire economies 
in the world No one has ever suggested 
that Korea was a laissez faire economy or 
that India should become one The rele¬ 
vant issue IS not that the Korean govern¬ 
ment intervened in the economy but that 
Korean interventions, unlike Indian ones, 
did not distort resource allocations 
seriously and, if they did, they were soon 
given up For example, Koreans withdrew 
from investment in heavy chemicals when 
they found it was a mistake rather than 
run them in the public sector as sick 
enterprises' 

Statement 

India IS a soft state—we do not tax the 
really rich and in fact, we do not collect 
the taxes that they should pay What we 
have succeeded in doing in the last five 
years is to attain a rate of growth of 5 5 
pe cent per year at the cost of future 
growth, we are not only close to the debt 
trap internationally, we are in a debt trap 
internally 
Response 

The Myrdai notion of the Indian state 
being soft IS somewhat of a myth Far 
from the softness of the Indian state in 
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me Myidid leiue; it is the softness of the 
budget constraint (to use Komai's term) 
of the bloated Indian pubhc sector and 
the bureaucracy that is at the heart of the 
problem Be that as it may, the extent of 
redistnbution that can be achieved 
through tlie fiscal system is fairly limited 
If the soao-political system is unable or 
unwilling to redistribute assets, it is un 
likely to redistnbute income after its 
generation through the fiscal system 
anyway Attempting to influence the 
distnbution of consumption, through the 
negative mstrumenis of industrial and 
unport licensing is unlikely to succeed and 
has not succeeded m reducing inequalities 
In the old days, automobile imports wen 
banned because they were luxuries, but 
their high cost domestic production and 
administrative allocation at fixed prices to 
the elite was not viewed as inconsisicni 
with egalitarianism Pepsi is viewed as a 
luxury but Gold Spot is not* It should be 
obvious that under these circumstances 
the prospects for the poor depends on 
how fast the economy grows and raises the 
demand for and the returns on the assets 
with which the poor are endowed Since 
in our economy the basic assets ol the 
poor are essentially then labour success 
ful egalitarian development strategy would 
have emphasised skill accumulation and 
rapid growth of productive employment 
opportunities Alas, the Indian strategs 
failed miserably in this regard 
Whether or not the rich are adequately 
taxed. It IS certainly the case that the tax 
revenues as a share of GDP have iisen 
substantially over the last four decades, 
but the revenue has been increasingly 
squandered The revenue delicil reflects 
in part the growth in subsidies of various 
kinds (food, frrtibser, exports, etc) and the 
soft budget constramt of the public sector 
But for the natural resource rents earned 
from the nauon’s petroleum resouices the 
losses of the public sectoi enterprises 
would be a much higher proportion ol 
GDP And the subsidies, particularly 
export subsidies, reflect the fact that a bad 
policy in one area imposes costs on 
another, to wit a restrictive import cun 
trol regimo and an overvalued exchange 
rate imposes costs on exports, which if 
not offset by subsidies, would affect cx 
ports adversely Tile silliness of the polic'v, 
at least until recently, was that the import 
controls were largely in the form of quotas 
with tariffs bemg low enough to allow 
significant quota rents, thereby robbing 
the revenues that otherwise might have 
accrued to the state Fertiliser subsidies in 
part reflect a whole senes of bad policies 
relating to the domestic fertiliser industry 
and the inability to exercise the market 
power that a large importer such as India 
in prmaple has in international markets 


Tim Ihith of the fifties that the pricing, 
output and investment policies of the 
public sector would be used to generate 
resources for investment, to direct the 
private sector development along soaai- 
ly desirable lines, to set an example for the 
private sector as a model employer, and 
so on and so on, has proved to be naive, 
if not a malice, aforethought Unsurpris 
ingly, what happened, of course, is that 
the huge and ovei manned public sector, 
including the public enterprises in the 
financial sector (commercial banks, IIC, 
etc), has redistributed income in favour ol 
the well off Scandalously abused medical 
reimbursement si hemes, leave travel con 
cessions subsidised housing, etc. to men 
lion iust a tew not only redistributed in 
come lo the well oil which includes the 
labour aiistocracv iii the organised sector 
but eroded the revenue suiplus Anvont 
who has had dealings with the I IC. can 
itStily 10 Us colossal inclliciency I he na 
III iialiscd banks and term lending insliiu 
IK ns ire no bcitu' I hey arc over stalled 
ihcv ovtr pay ihcir siafl and arc inclli 
cicni Aided and abetted bv polilicians 
(hrough their loan imlas and loan 
mails they hast iiduccd the commercial 
banking system lo ncu bankruplc-y while 
implicitly taxing ihcir depositors by pay 
mg them low real inicicst rates What all 
this means is ihai the savings ol the public 
aic being squandered by thf LlC and 
linancial system 

It IS true that India is getting close to 
the debt trap and indeed wc may catch the 
I .atm American disease However it is not 
just the policies ol the last five six years 
ihat brought this about but the develop 
meitt strategy ol Ihc last four decades The 
so called ^ 5 pci v-^ni growth of the 
eighties IS 111 part Iht reflection ol employ 
meiit expansion in iht service oriented 
public sector Since tlicic is no direct 
measure ol productivity in service sectors 
if government pays a higher real wage to 
a larger numbtr ivcn though there is no 
change in productivity it will be counted 
as real income growth But its cost would 
be rellctted in laigtr budget current 
account deficits financed by domestic 
and loreigii debt T he otherwise in 
leresting study ol Vijay kelkar and Rajiv 
kumar [l‘MO| which documents an in 
crease in growth rate in thc«ighties in 
many industries drx s not examine whether 
total factor produaivitv increased (or at 
least did not tall) ai the same time 
Cirowth rale comparisons across countries 
and over time within a country can be 
misleading even if problems of aggrega 
tion, price deflation, exchange rate con 
version were absent after all, one could 
sustain growth for a while by simply using 
more and mere inputs in the face of 
declining proouciivity as the Soviets did 


Such comparisons have to be sunple- 
mented by resource-use efficiency 
comparisons 
Statement 

What IS happening in eastern Europe and 
the USSR IS tragic. It should certainly be 
an eye-opener It shows that one should 
never get too far away Yrom the people 
and that is what some of the partyJeadm 
in eastern Europe did 
Response 

What IS happening m eastern Europe; far 
from bemg a tragedy, is the inevitable 
denouement of a faiM, oppressive and 
murderous system Eastern Europeans me 
realising that it is the system that failed 
and has to be replaced Mere reform of 
the old system ts pointless This is not to 
say that changing the system will be easy 
or costless Nor is it to say that eastern 
turopean countries wish to or will 
become laissez/aiiv economies But what 
IS clear is that the old system ts dead as 
a door nail The change-over to an as yet 
ill defined new system will be inevitably 
painful even if the rich industrudised 
market economies decided to help eastern 
Lurope generously After all. t'le mess 
accumulated over seven decade, in the 
USSR and over four decades in eastern 
I urope cannot be costlessly cleared over¬ 
night the destruction of enterpnse and 
iniiiativc had gone too far to be re¬ 
juvenated at a wink, societies that 
eliminated the market system caiuiot hope 
to revive it instantly As per the current 
joke m that region, sociahsm is the longest 
and costliest road from capitahsm to 
capitalism' 
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KH roi wis mn ine oniy one wno 
nuusacred millions. Stalin did it before 
him and so did Mao who let over 20 
million dk in the avoidable famine of the 
late fifties. More and more horrors of the 
Geaucescu, Zhvikov and Hoxha regimes 
are being revealed as time goes on. All this 
sa]rs something about their system! In 
eastern Europe the party was imposed on 
the people by Soviet power—the leaders 
were not cIok to the people to begin with. 
It should come hardly as a surprise to 
anyone in India that those who control¬ 
led the allocation of goodies allotted lots 
of it to themselves—the privileged life of 
the nomendatum in the Soviet Union, the 
now-made-public lifestyle of Honecker 
and other East German leaders, not to 
mention the priviteged life of the party 
elders in China, are what one should have 
eipected to find whenever the veil of 
secrecy is lifted. 

Statement 

Opening up the economy to international 
competition is not the solution to India’s 
problems. There is a real danger that 
recourse to IMF assistance in the shoit 
run may force the country into adopting 
policies that have a high long-run cost 
The first step in liberating the Indian 
economy from the shackles of 
bureaucratic control is not trade reform 
of the tihre recommended by the World 
Bank. 

Response 

The stmement reveals an unwarranted na¬ 
tional inferiority complex. We are mature 
enough to examine suggested policies, 
regardless of the origin of the suggestions, 
on their merit: we should not accept un¬ 
sound policy advice and reject sound ones 
depen^ng on the source from which the 
advice originated. We need not fear com¬ 
petition, domestic or foreign: on the con¬ 
trary. many of our failures in the in¬ 
dustrial sector are due to lack of competi¬ 
tion. The fact that any opening up to com¬ 
petition, domestic or foreign, will 
necessarily threaten the continued ex- 
islenoe of some industries should not deter 
us from such an opening. The issue is not 
the reality of such adjustment costs: it is 
whether our present development strategy 
is sustainable. Clearly, if the pursuit of 
self-reliance and indiscriminate import 
substitution over four decades have not at 
alt eased our balance of payments con¬ 
straints and, in fact, have brought us to 
the desperate situation of having to go to 
the IMF and the World Bank in a posi¬ 
tion of weakness, rethinking of the 
stiategy is surely cidled for. 

We in India have to face up to the fact 
that our development strategy and the 
whole bureaucratic planning and control 
system that implemented it have failed. 
'The failure is systemic, just as it was in 
eastern Europe: Merely changing the cast 


01 cnaraciers in tne pouticai waoersntp, 
bureaucracy and Pliuiing Commission, 
but by and huge keeping the system as it is, 
will not da Changing die system does not 
mean changing the objective of our 
development; eliminating poverty should 
continue to be the overarching ^jective 
of policy. But what we need is a system 
that will achieve the objective; not one that 
grinds the poor down further all the time, 
chanting the mantras, self-reliance, 
socialism and planning. Alas the editonal 
and otho- pages of the EPW continue to 
invoke these mantras! 

Let me conclude this exchange with an 
episode involving one of the most percep¬ 
tive, pragmatic, non-ideological and 
dedicated of India’s planners, the late 
Pitambar Pant, under whose guidance 1 
had the privilege to work at the Planning 
Unit of the Indian Statistical institute at 
Delhi. This episode was recently recelled 
by Attila Karaosmanoglu from Ihrkey 
who is currently a vice president at the 
World Bank. 1 quote, 

I would like to conclude with one really 
precious memory I think it was in January 
1961 It was two or three in the morning in 
the garden of one of the houses that were 
given to civil servants in India, and I was with 
Pitambar Pant Hr kept asking me a loi of 
questions about 'Ibrkey in his machine-gun 
style What is the rale of growth’ What is 
the composition of GDP? What is the 
savings rate’ What is this, what is that, etc, 
and I was trying to answer as quickly as 1 
could that we had only an export level of 


MiouiS 300 million. Wkweteityiiigioiueich 
our imagination to sec whether we could 
make it S S50 million. Per mpiia income was 
over ISO dollars and the rate of gipwth in 
Ibrkey in those days for the iast five years 
had been about Hve per cent. He lurn^ to 
me and said, “Attila, why are you trying to 
plan?” He said, “If i get to that poml, I will 
stop all the planning in Indiaf* 

Attila concluded, “Maybe the time hag 
come'’ for India to abandon planning, at 
least as it has been practised in the last 
four decades. I agree with him. 

Note 

(This IS based on my correspondence (early in 
1990) with a senior Indian economist. I 
apsilogise to him in advance if I have'in any 
way distorted hts views in the following 
statements. In any case, the views expressed in 
these statements are held by many, including 
many contributors to this journal.! 

I From the remarks of Attila Karaosmanoglu, 
vice president, summarising the discussion 
at an Asian Region Seminar on Policy 
Changes in India, World Bank, October 
1990 
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Faces of Oppression 

Ashok Rudni 

Of Women, OutraHtes, Prasanta, and Relielh: A Selection of Bt'ngali Short 
Storiea edited, translated and with an Introduction by Kalpana Bardhan, 
University of C'alifornia Press, 1990 


I FOR one would most enthusiastically agree 
with the authot that many deeper aspects ot 
the social realiiy can be understood much 
better with the help ot literature than what 
IS possible by the application of statistical, 
anthropological or sociological methods 
1 iteratuie as social commentary helps us to 
“gam valuable insights not only into beha 
viour, but also into the thoughts, bcliets, and 
motives underlying behaviour” It also helps 
to “understand the micro sociology of 
behaviour within the layers ot social rela 
tions relations between individuals, between 
groups variously situatc-d in scKiety, between 
indisiduals and the group and the contra 
dictions in these relations’ I he author 
claims, and we agree that “liieiarv realism, 
which describes both the mental and the 
material lives ot gioups and individuals is 
perhaps the only medium eapablt ot reseal 
ing the nuances ot ihi iclalion' between (he 
oppressor and the oppicssed, tieiwecn the 
dominant and tin subordinate” With this 
philosophy ot science in hei mind kalpana 
Bardhan, v,ho o lanuliai to the readers of 
this journal as a diMinguishcd economist 
has thought it til to turn aveas trom the kind 
ot e\onomii s she did earlier and makes her 
appearance im the stag* ot hlcraturi a the 
translator and cdiior e<t a collc'ction ot 
Bengali short stones in I nglish liei purpose 
in undertaking lh( vcntuie, in her own 
words, IS “not so much to precisely repre 
sent modern Bengali literature by way ot the 
short stone, as to show the faces of oppres 
Sion, the taceis of powei relations and the 
figures of tesislancc and lebellioii ” A 
‘onnected purpose has been to cveal 
^Miallcls’ between different foims of oppres 
Sion, and to present ‘various angles' The 
purpose has been amply served m addition 
almost as a byproduct, the volume also gives 
an idea to all leaders who do not read 
Bengali, >ir India as well as the rest of the 
world, the wealth that is posse ssed by con 
temporary Bengali literature 1 oi the stories 
selected are some ot the Imesi examples ot 
modern Bengali short story, many of which 
would certainly qualify to be in the yery first 
rank in world liteiatuie as a whole fhe 
editor explains whv she has chosen stories 
rather than novels “ because I lould 
thereby encompass, wiiliin a book of mana 
geabic length, several aspects ot the scx.ial 
processes seen at dilfereiit levels and from 
different angles ” 

The aspects of oppression tliat the stones 
arc selected to lepreseni aie various, the 
spectrum coveted being vety wide It can 


hardly be wider, as the following explana 
tions by the editor indicate 
“Oppiession does not always take the 
form of outnghi exploitation, subjugation, 
and antagonism love itself can oppress 
when one is slave to false notions of love " 
“Sometime' an idea or belief oppresses, 
especially when it is internalised by the vie 
tim, a process oltcn condescendingly called 
‘talse consciousness’ ” 

“Underneath the seeming compliance in 
many ot the cases, under widely dilterent 
ciicumstanccs, exists a variety of struggles, 
•csistancc, rebellion and revolt- at the level 
ot ideology and thought, and sometimes 
also at the level of action gesture, and 
cullural practice 

Not onlv ihcs' even “paralysis ot the 
natural human uige to protect the loved one, 
es|)ccially one helplessly dependent on that 
protectionis also ticaicd as an oppiessor 
OI rather “a key factor in the patliogrnesis 
ot oppression’ f he editor herself piesents 
a classitication ot different kinds of oppres 
sions covered by her 

“In scveniccii oi the iwcniy stories the 
protagonist is (itlici Icmale or a member of 
a dinigiaied loutcaste, itibal ethnic com 
miinitv, and in at hast tour she is both In 
SIX stones, ihc piotagomst is a woman 
belonging to ihi middle or uppti sotio 
economic strata In six oihcis she is a 
member ot the lahouinig classes (peasants; 
wage labouicrs) in thiee cases also an un 
touchable outcastc. The woman's viewpoint 
thoughts and behaviour form the central 
locus, the dircsi subject, ot thirteen siories 
In two or inavhc three stories, she is llic 
passive subject In five or maybe six, she is 
a tragic heroine, the tragedy aiising noi troin 
a contiadiction within herself in Ihc classical 
tradition but from the ci ushing or dissi 
pation ot her personal battle ot icsistance 
In three, she is the counterpoint to the con 
strictive social and iamiiial patriarchy, tiom 
within which she oattles ’’ 

All theseditterent oppressions constituie 
nothing more and nothing less than what 
Malraux desciihid as 'Im ( ondiuon Hu 
rnaind' and what Somerset Maugham pack 
ed so powcifully into the phrase "Of Human 
Bondage” kalp ina’s coverage is even wider 
for she ineludes even the theme of ihc 
Pakistani arm s massacre of Bangladeshis 
in which she Imds (very untonvincmglv to 
me) a parade with “the destruction ot a 
rebellious iowei class woman by soeially 
superioi men ’ the subject of two stones in 
the collerlion li is intriguing why kalpana 
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did not choose a simple title, like say, ‘FkcMl 
of Oppression* but goes in for the clumsy | 
one that she has She has obviously trwd to! 
make a complete enumeration of the vtctims, 
in hei collection but as her own very learn ! 
cd and competent discourse on the themes | 
of oppression and rebellion and the ‘tacucs ' 
ol the powerless’ shows, she fails to com* | 
pleic the enumeration lhai, of course, is] 
bound to be so a> oppression is a continuum i 
of the human condition and does not con* * 
stitute a countable set ! 

Whether one wants to generally represent | 
the quality of a certain literature or com¬ 
municate the way a particular theme is 
tieated in that literature, there can never be 
a adcctiun that would satisfy all readers The 
editor’s selection, made with much thought 
and dcliberatiun, is very much to my liking 
but for two stones I would not have includ¬ 
ed Hasan A/i/ul Huq's story about the rape 
ot Bengal by the Pakistani army tor reasons 
ol thematic cohesion the story has not for 
me eithci any parallel or any intersection 
about whicn the author speaks so much I 
would have also dropped Mai.ik Bandyo 
padhvay s ‘Ihe Old Woman for being 
uiierlv insigniticanl 

I he other poini winch any book ot trans¬ 
lation demands lo be commented upon is the 
quality ot iransia'ion As is agreed by all, 
there can never be any translation of 
poetry (here tan only be trans creations 
it IS a part ol my ignorance about literafy 
maticis that I do not know it such a posi¬ 
tion IS taken also about literary forms other 
than poetry Whatever be true ol translations 
from and to such languages as Lnglish, 
french and Russian, when il comes lo 
translation from Bengali into Lnglish there 
cannot but be mans problems which defy 
satislaclory solutions I he collection in front 
ot us IS no exception When the translator 
uses the expression “golden moon’ in con 
ncciion with a person the Bengali reader 
would shudder but all Ihe same understand 
that the original expression is 'sonar chand”, 
a (olloqiiial phrase used endearingly or 
mockingly But when I some across a sen¬ 
tence like the following even as a Bengali i 
tail to reconstruct Ihc original “a daughter 
bom IS already gone lo husband or death’’ 
And whai Bengali reader would be happy 
wall the following rendering of the famous 
i.i ,1 line ol ‘ I he I iving and the Dead' “On 
all then minds rested the disturbing knowl¬ 
edge that kadambini had died last night to 
prose that she was noi dead before” Where 
IS I he eve I i ny (1 mg resonance following the 
dull lOsniK ihud of Ihc sentence in the 
onginal a tree rcnde.ing ol which would 
have been sonicihing like “By dying Kadam 
him proved that she was not dead" 

I his mailer—faithfulness to the original 
Ml meanings and nuances- is best left aside, 
lor trans < reaiion is itself an artistic activity 
and every artisi has his oi her own prefer- 
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mces and convictions. Vile, therefore, pro- 
poM to restrict ourselves in the rest of our 
aitktsm to the long introduction by the 
editor. This part is just as important as the 
Kories themselves, lor here the author reveals 
her understanding of the particular world — 
social, political, psychological and moral - 
arhtch the stories are supposed to tell about 
file introduction is bnUiant and learned and 
for that very reason is bound to be subject 
to differences on various points with any 
serious reader. The essay has got three con¬ 
nected overlapping parts. The first is a 
general and summary history of the social 
conditions in the region inhabited by the 
Bengali-speaking people in a second pan 
the editor says some words about the five 
authors selected—Rabindranath Thakur, 
Ihreshankar Bandyopadhyior, Manik Bandyo- 
padhyay, Mahasweta Devi and Ha.san A/izul 
Huq. In the third part the author makes 
some critical introductory comments about 
each individual story 
About the first part I am glad to see that 
Kalpana has had the courage to use the 
phrase ‘nineteenth century Bengal Renais 
sance^ and express a positive appreaation of 
the men and women and their social prac¬ 
tices which are referred to by that phrase 
It is possibly not known outside Bengal to 
what extent it has become fashionable in 
Bengali intellectual circles, cutting across all 
ideological lines from the extreme left to the 
right, to dismiss the entire I9lh century 
Bengal with all its reformist leaders for their 
unpardonable sin oi having collaborated 
with the Britishers and not having taken 
rides with the numerous peasant and tribal 
revolts Sushobhan Sarkar, whom the editor 
quotes, was a loner stoutly refusing to fail 
in line with the trend and so did a handful 
of other intellectuals The writer of these 
lines has made himself quite unpopular in 
left circles for taking the stand that in judg 
ing an individual or an event in history as 
being progressive or not one has to keep the 
historical context in mind, otherwise one 
makes nonsense of the very concept of the 
‘progressive', which is a relative valuation 
It is not only naive to apply to Ram Mohan 
Roy the yardstick that one may apply to a 
left intellMual in the last quarter of the 20th 
century; it is pernicious, given that even if 
one makes such an ahistoric comparison. 
Ram Mohan Rov and other leaders ol ilie 
19th century reformist movement mav prove 
to be more committed to their country and 
their oounuymen than most of then cntics of 
the late 20th cemury who mouth ‘subaltern* 
slogans but live in elitist style and surrender 
themselves to thecultuial imperialism of the 
west much more greedily than then I9ih cen 
tury peers ever did It is, however, a pitv that 
Kalpana, after refusing to devalue the i9th 
century, gives in to the terrorising techniques 
of the fashionable subaltern school ot in 
tellectuals She tends to oveicstimate the 
radicalism of the trends in the Bengali 
literature. The radical chararlei of the stones 
in her selection do not represent the 
mainstream Bengali literature ol the last one 


hundred years They are marginal and 
exceptional 

The following account therefore is not ac¬ 
ceptable to us “Bengali intellectuals, writers, 
poets, and artists who were young during the 
Tebhaga movement, the 1943 famine, and 
the subsequent food riots and marches, 
became radicalised in consciousness and 
creative expression In their work they tried 
to confront the contradictions between 
middle-class sentiments and the realities of 
middle-class life, even within their own lives 
and surroundings" 

I was once asked by a Benga'i periodical 
to write a substantial essay on political 
novels in Bengali literature I was quite, 
aghast at the discovery that 1 made at the 
end of my extensive researches I found that 
the sum total of political subjects iieated 
centrally in Bengali literature is incredibly 
small There seem to be hardly any novels 
which give any convincing portrayal of the 
freedom struggle either of the terrorist stage 
or of the later mass movement stage It is 
appalling how the decade of the forties has 
bMn left almost untouched in all of Bengali 
literature That decade shook with one 
trauma after another from beginning to end 
There were in 1941 fapanese bombs and sud 
denly destituted refugees from Burma trekk 
ed into India, many of them on foot ovei 
the Arakans In 1942 there was the Quit 
India Movement and in 1943 the Cneat Bengal 
Famine in which some millions peiished. 
lakhs ol them in the streets of Calcutta 
After that the INA soldiers returned and 
C alcutta burnt with street fights between ilic 
mob and the police In 1946 Hindus and 
Muslims massacred each other and afici 
1947 refugees from east Pakistan flooded 
into West Bengal, in 1949 Calcutta became 
the arena tor the armed struggle unleashed 
by the C ommunist I^rty of India Ol all 
these epochal events only the partition has 
left a deep mark on Bengali literature All 
the others have hardly received any attcnlion 
whatsoever 

The editor records, probably correctly, 
that Mahasweta Devi, one ol the authors 
selected by her, aquired her radicalism Irom 
the Naxalite movement but she is alone in 
that position Incidentally, Kalpana gives a 
somewhat misleading account of the Naxa 
lite movement It was by no means a “revolt 
ot tubal and landless peasantry against 
landlords and monevicndeis in areas ol nor 
them and central West Bengal and south 
eastern Bihar" It was by and large a revol' 
of urban middle class youth on behalf of the 
tribal and landless peasantry That is, one 
more case of a movement from above 

Our upptcciaiion of Bengali literaiurc is, 
thereforti, altogeihcr ditferent from Kalpana 
Bardhan’s The forte of this literature, ac 
cording lo us, lies in its portrayal of indi 
vidual and social lite by the strictly impres 
sionisi method -impiessionism to be undei 
lined, as distinguished from expressionism 
and, in addition, innocent of any ideological 
culouis and also innocent of anv analysis of 
ans problems 


The bnef sketciies of the aulhon that the 
editoi presents are useful and adequate and 
do not invite many comments excepting in 
one case Kalpana Bardhan, like everybody 
else in ihc world of Bengali criticism, highly 
over-rates both the radicalism amkthe pure 
liteiary qualities of Mamk Bandyopadhyay 
As Bengali rcaoers know, Manik has by now 
become something of a cult figure, the sup¬ 
posed first really modern’ writer in Bengali; 
according to some, the best novelist since 
Tagore I, however, think that Manik’s 
modernism is no more than a phony mixture 
of party line Marxism and superficial 
f reudianism 

The brici notes that the editor provides 
for each selected stoiy are all extremely 
perccpiive and penetrating Frankly, I have 
to admit that she has succeeded in drawing 
my attention lo meanings and significances 
within many of the stories of which I was 
not aware liom rn> own readings Bui here, 
too. Kalpana is time and again led astray by 
her subaltern bias She discovers in the 
downtrodden characieis a consciousness and 
stanc'es which are not there but are merelv 
projections of her own values Talking ol a 
peasant, Kaiani Ah, she writes “I ike many 
other toiling peasants, he is profoundly 
aware of the enormity ol his oppression as 
well hs the enormity of his res'stance" It iV 
however, not true that then aie all that many 
Karam Alls among Bengali peasants I hat 
the dulhor is piojecling hot own conscious 
ness inlo her characicps is qiiiie cleat when 
she writes about Mahasweta’ most power 
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hunt are bom class consciousness and class 
struggle” This is not at all a conclusion or 
even a feeling which I arrive at on reading 
the story As a reader I am overpowered by 
the crushing weight of the superstitions of 
the tribal people depicted and the gruesome 
hatred and violence that is born out of it 
The perfidy of the upper caste people ap¬ 
pears to me to be less important in this story, 
given that they could not have manipulated 
the poor tribals the way they did but for the 
evil existing in the tnbal consciousness itself 
Even apart from the editor's penchant for 
discovering class consciousness where it does 
not exist there are many other interpretations 
she gives of many stories which I find dil 
ficult to agree with For example, the com¬ 
ments she makes about Thgore’s story The 
Punishment’—undoubtedly one of the very 
best short stories ever written—are for me 
quite bizarre. Kalpana talks of insult of ‘con 
jugal love' whereas in my understanding in 


IHIS elegant piece ot archaeology is ol 
great interest to historians and sot lal scien 
tists It provides the first instalment in a pro 
jecied two volume work on the Pyu culture 
of Burma, which lasted from the second cen 
tur) BC to the ninth century AIJ The hook 
IS based on both the author's own research 
and that of the Aichaeologtcal Survey oi 
Burma Phis volume presents extensive 
detailed evidence on one particular site, 
Bcikthano as well as providing information 
on compaiative features of each ol the four 
main Pyu cities 

The Pyu civilisation developed in the dry 
‘niche’ in Burma’s meteorological map, 
namely the upland rivet valleys which even 
tually ted into the Irrawaddy floodplain It 
might appear paradoxical that an irrigation 
based rice agriculture should develop away 
from the areas of highest rainfall, yet 
Stargardt demonstrates that far from being 
the exception, the Pyu shared this charac 
teristic with ithcr irrigation rice cultures of 
south east Asia She argues convincingly 
that water supply could be controlled more 
successfully awav fiom the mam floodplain 
on smaller rivers At the centre of her ac 
count of the emergence ot Pyu civilisation 
IS a detailed description ot the Pyu irriga 
tion system 1 he technology includes tanks 
with their associated bunds and (probably) 
sluice gates, a variety ot weirs with ditferen 
associated devices to control the flow oi 
water, and complex systems of canals The 


luc Kiiiu ui iiionuii mauansnip ucpictcu—a 
relation that is brutish and nal^y business¬ 
like—the very word ‘lovei’ seems to be out 
of place To see in the story any "monstrous 
oppression wrought ultimately by the ex 
ploitation of the landless peasant in rural 
Bengal” is only a projection of an elite mind 
in search ol subaltern visions One more ex 
amjrie The suicide in the finale ol the Ihgore 
story ‘The Living and the Dead’ is tor me 
an action taken in sheer desperation in the 
heat of the moment Kalpana finds 
‘boldness’ in the act and a motive lo shame 
the people who are the unwitting cause of 
her distress 

Wt need noi give any more examples Any 
high quality work of art is a many splen 
doured diamond and different appreciations 
by different readers of the same piece of 
work IS only normal That in no way detracts 
from the merit of ihe volume that surely is 
an important contribution to literature and 
literary criticism 


system inescapably brings to mind the more 
famous ancient Chinese irrigation system, 
Du Jiang Van, in Sichuan province, about 
which much has been wiitten 

Incsitably the easiest archaeological re 
mams to identify ire those of urban centres 
Irom the associated evidence Stargardt 
demonstrates the sophisticated cultural level 
attained by the Pyu They developed a com 
plex state Mrmture Almost certainly, their 
economy was characterised by considerable 
scKio economic diflerentiation based on 
private land ownership with an associated 
land market long distance trade, and divi 
Sion of labour within the handicraft in 
dustrial sector Pyu cities were much largei 
in area than their contemporary Fuiopcan 
counterparts Unlike Furopean cities, the 
Pyu cities incorporated considerable areas 
ol farmland (and associated iirigatron 
systems) within Ihe city walls, aipngside a 
Furopean style con area ol dense urban 
settlement and markets 

I his volume contains a detailed account 
of the Pyu belief system This includes the 
iclativciy independently-developed concepts 
ol the pre Bn 'dhist epoch as well as the later 
process of absorption and ‘Pyu isaiion ol 
Buddhism Staigaidt analyses the ways in 
which the Pvii established trade cuiitaeu 
with Buddhist cultures well before Buddhist 
ideolugv took a strong root among the Pyu 
people 


rui eiiis reviewer, me niosi inceresiuw 
aspect of the book is its analysis of the com 
nection between Pyu irrigation systems aiKfl 
the nature of Pvu state and society ThtP 
Asiatic Mode of Production approactf' 
would see the complex Pyu irrigatiomt 
systems and Ihe associated cultural develop^ 
ment as evidence ot irrigation technologyfa 
providing the functional necessity for il 
strong despotic stale to organise irrigationli 
Siargardt's line ol argument parallels than 
of Ho Pingli (China Cmdle of ihe EosIK 
Chicago, Chicago University Press, 1974) im' 
relation to early Chinese irrigation Shil 
demonstrates that, despite then ingenuity!' 
and sophistication, the Pyu irrigation| 
systems were not generally large centrally!, 
directed projei ts Rather, the4vptcal level oh 
organisation was the village At their peaki; 
the Pyu kingdoms owed their prosperity^ 
above all to the large agricultural surpluses 
lacilitaied by irrigation However, ihe maini 
body ol the Pyu iirigation works werej^ 
developed through local experimentation’ 
and IcKal soluiions to the requirements of! 
collective action neccssars to build them j 
f specially sinking is the evidence which 
Stargardt uses from Br 'ish colonial 
hydraulic engineers who ound the basir ’ 
features ol the irngatio systems still 
operating, albeit in reduced form, orfe^ 
thousand veais alter the tnd ol ihe Pyu 
civilisation 

The question which springs to mind is 
why II should have been thai some tradi¬ 
tional rice growing Asian socieiies (e g, large 
pans ot central and southern C hina) were 
more successful than other arras in Asm 
(e g, much of India) ai deseloping village 
based solutions lo the pioblems ot co¬ 
operation prestnied by Ihe need to construe*! * 
complex irrigation worts il agricultural 
yields were to be pushed to higher levels 
enabling higher densities ol population 
Stargardt does noi follow the Boserup’ track 
of relating agricultural technical progress to 
growing population pressure, and it may. 
anyway not be possible to explore this line 
of argument rigoiuuslv with the evidence she 
has available However, her account leads 
one to speculate in this area even it the 
causes ot technical progress in Pyu agri¬ 
culture cannot he identified unambiguously 

A brief levicw cannot do justice to the 
high degiee ol interest in this outstanding 
piece of scholarship It is o' great value not, 
just to south east Asiamsls but also to 
anyone interested in comparative political 
economy of ancient civilisations Indeed, the 
work IS distinguished by its insistence on 
integrating a detailed analysis of the 
minutiae of -k haeological evidence with the 
wider sweep of .locio economic analysis, 
often wiih illumiiiaimg comparative insights 
Jamcc Siargaidi and the ( amhridge project 
on ancient civilisation in south east Asia are 
to be congratulated on their pioneering work i 
in this area (or whiv.h this volume is but a< 
pari) which has hiiherio icceived far less at-^ 
tentioii in archaeological studies than it 
deserves ! 


Pyu Civilisation 

Peter INolan 

The Aneient Pyu of Burma, Volume 1, Early Pyu Citieti in a Man-Made 
Landseape by Janice Stargardt; Cambndge, PA!cSEA, in association with 
ISEAS, the Institute of Southeast Asian Studies, Singapore, 1990, pp XXIX 
-I- 416, notes and bibliography, 135 figures, 35 plates, including 3 folding 
mosaics of aerial photographs of Pyu cities and landscape with 3 associated 
archaeological maps in pocket, £47 hardcover, £27 softcover 
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“Wear it 
near the 
heart” 

This flag is a Symbol 
Symbol of our Independence 
Symbol of the sacrifices made 
by millions during our struggle 
for freedom 

We remember today the people- 
of all religions, all castes, 
all languages all States, rich 
and poor, men and women, old 
and young - who fought for the 
nation's security and progress 

This flag is dear to our hearts 
Commands our respect 
j It’s a symbol of India’s strength 
[ And It binds us all together 

Guard the Glory 
of the Flag 
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SPECIAL ARTICLES 


Girl-Brides and Socio-Legal Change 

Age of Consent Bill (1891) Controversy 

Meera Kosambi 

The Age of Consent Bill enacted in 1891 formed a vital link in the movement for women's emancipation in 
the 19th century. The major women's issues of the time were abolition of t^hild marriage, more humane treatment 
of widows and their right to remarry and education of women. The age of consent issue was integral to the child 
marriage question and the technical distinction between the two was often blurred in the actual controversy. The 
Consent Bill aimed to set a reasonable age limit below which a girl was considered to be incapable of giving con¬ 
sent to cohabitation and thus to ensure that her childhood was protected from physical coercion. 

This paper attempts to analyse the major strands of this controversy. The author's focus is primarily on 
Maharashtra, but parallel movements in other presidencies and provinces are also covered. 


IHL recently celebrated International Year 
ul the Curl C hild coincidentally marked the 
lOOth anniversary ol what was. m rctrosixct, 
India’s uncelebrated, but by no means un 
noticed. Year ot the Girl liride In lact, it 
was a landmark event which caused an 
upioar throughout the subcontinent, forging 
alliances and creating lissures along social 
cultural and political lines I he hnei but 
intense period spanning the controversy sent 
reverberations into many spheics ol domestic 
as well as public Ilk, teaching well into the 
future 

I he epicentre of the controversy was the 
Age ol ( onscnl Bill whose intioduction 
practically launched the vear IK91 and whose 
enactment was concluded bcfo'c the vear 
compicicd Its very first quarter today, a 
hundred ycais later the bill might seem 
neitliei ladical noi revolutionary enough to 
have pioyokcd such a disproportionate reac 
tion unless it is esamined against the con 
lem|forary social icality I he bill proposed 
to set a minimum age limn ol 12 years foi 
girls with legyrd lo cohabitation, thus affor 
ding gill bndc' a protected childhood ' 

I his pioposal struck ai the vciy heart the 
orthodox Hindu maiiiage system and 
thieatened its patriarchal ideological moor 
mg ’ The whole issue, socio religious at the 
core, was sexm cngulted in legal and political 
debates, and acqmied a signiticance lar 
beyond that merited by its technical nature 
as a legal amendment to raise the earlier age 
ol consent set at 10 years by the Indian Penal 
Code 

1 his essay attempts to analyse the maior 
strands ol this intiicate coniroveisy An ap 
preciation ol its implications loi and impact 
upon the contemporary society is facilitated 
by setting the socio legal context m Section 
I, the progression ot events from the early 
momentum m the mid 1880s to the linal 
climax in 1891 is traced in Section II, the 
nature ot the controsersy and the principal 
issues involved arc described in Section Ilf 
and finally. Section IV concludes with a 
briel glance at the political repercussions ot 
the controversy 


1 

Th«* SoHo'ljegal Context 

1 he age ol consent controversy formed a 
vital link in the general, albeit laigely un 
on hestiated, movement for women’s eman 
cipation in the 19ih century As is well 
known, the major women’s issues were the 
abolition ot child marriage, a more humane 
treatment (and li possible, remarriage) for 
w idows, and education lor women The age 
ol consent question was integral to the child 
marriage question, so that the technical 
distinction between the two was often blur 
red in hte actual controversy ’ Daditionally, 
the Hindu mainagc sacrament consisted of 
two components Ihc first part was the 
wedding ccicmony itselt which was man 
dated to take plan any time during the gill’s 
.hildhood, liom iiilaiicy to about the age ot 
10 The second pait was the consummation 
oi fimhhadhun hicrallv the impregnation or 
concep lion ceremony a name which 
directly linked sexual intercourse with the 
saercd duty of prociiaiion It was obligatory 
to perform il within 16 days ol the bride’s 
tirsi menstination This latter custom was 
endangered bv thi age of consent proposal 
because ot the possibility ot the bride’s 
reaching pubciiy dining the two crucial 
ycais between 10 and 12 this potential 
threat generated the contioversy which 
brought into fix us loi the first time, a whole 
complex ot women s issues interlinked with 
the marriage system 

Firm lound,«ions ol >he patriarchal 
ideology which underpinned thf 19th cen 
tury society aidhckcd ts women into the 
life long wile mo her role, were laid down 
centuries earlier m the Hindu religious and 
SOCIO legal ticatis s In its authoritative tone, 
the Monusmnt' had declared the woman to 
be inherently c I and in constant need ol 
discipline having been endowed by the 
( realor speciti ally with a love ol hei bed 
her scat, and oinament, and generally with 
impure desire* wrath, dishonesiy, malice, 
and bad conduct It was imperative, then, 
that she be constantly controlled bv a 


man—the father in her childhood, the hus¬ 
band in adult life, and the son in her 
widowed old age—undeseiving as she was 
of independence I he surest means of edn- 
trollmg her sexuality was to harness it to 
marnage and chiidbraring, and this primary 
wife-mother role was sacraltsed through the 
performance of the garbhadhan ceremony 
This ritual therefore arquirea a pivotal 
significance as the socio-religious sanction 
which turned the girl-woman into a 
legitimate instrument of her husband’s 
sexual gratification and a medium of 
procreation ^ 

This male-dominated normative frame¬ 
work, which treated the woman as an ap¬ 
pendage and property of her husband, 
rendered the concept of ‘consent’ irrelevant 
in a marital relationship In the eyes of the 
orthodox, the Hindu scriptures entitled a girl 
not to freedom, but to be given away as a 
(sacred) gift - through ‘kanyadan’—to her 
husband [Indu-Prakash, February 9,1891-3). 
By definition, then, the person who gifted 
her away also bestowed her consent on her 
husband ' In addition, the onset ol puberty 
in a gill was construed as a clear signal given 
by nature for the commencement of married 
life, II respective of her age at the time 

In strong opposition to this stance, the 
reformers (while retaining a patriarchal view 
ol women’s subservience and their piimary 
wife mother role) insisted on a highet level 
of physical maturity in the girl bride before 
starting married life so as to avoid harming 
her In terms ot social change, the reformist 
position sought to ameliorate the harshness 
and extreme expressions of the patriarchal 
system rathci than to challenge it 
altogether * 

Translated inu concrete action, this posi¬ 
tion had already successfully initiated 
legislation to advance the women’s cause, 
such as the abolition of 'satT in 1829, the 
legitimisation ot Hindu widow remarriage 
in 1856, and the abolition of female infan¬ 
ticide III 1870 7 he proposed Consent Bill 
aimed to set a reasonable age limit below 
which a girl was considered to be incapable 
ol giving consent to cohabitation, even with 
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her own huri»nd, and thu<i to ensure that 
her childhood was protected from physical 
coercion This was presented primarily and 
emphatically as an amendment to the 
existing law, or what amounted to plugging 
a li^ loophole The Indian Penal C ode, m 
operation since I860, listed a series ot 
offences which were punishable il commit 
led against a non-consenting peison It also 
laid down the minimum age limit varving 
from 10 years in certain cases to 12 or evtn 
16 in others, below which a person was con 
sidered to be unfit to give intelligent 
consent” to an offence committed upon 
him/her As far as cohabitation within or 
outside marriage was concerned, the law laid 
down 10 years as the minimum agt limit for 
a girl below which intercourse wnh her was 
punishable as an offence ol lapc Miove this 
age limit, intercourse by the husband (with 
or without the wife’s consent) was not an ol 
fence, and intercourse by a stranger with the 
girl’s consent, was not punishable Iht 
discrepancy among the various minimum 
age limits for “< onsent” was iht rux ot the 
legal angle of what was essentially a social 
(and religious) controversy While an in 
crease in the minimum legal age limit toi 
cohabitation from 10 to 12 years, as pro 
posed by the reformeis and laid down in the 
bill, would protect the girl, ii would, m some 
cases, violate the injunction to consummate 
marriage immcdiaiciv upon the wile’s 
reaching puberty The girl bride's right to 
protection was thus pitted squarely against 
the husband’s marital right, also enioined 
by religion as a saired duiv 

II 

The PnigresNiiin of Kventn 

The question of child marriage pioneered 
the tradition of nation wide networking 
among iclormcrs and pioduccd a con 
siderable exchange ot ideas across regions 
(Heimsath, l%2 491 92. 1964 147 48| ( on 
sequentiv the age of conscmi lontrovcrsv 
although Ignited Inst in the Bombay 
Presidency, swept across all parts ot the sub 
continent and even penetrated into Britain 
The present article kicuscs primanlv on 
Maharashtra, but attempts to cover paiallcl 
movements m other preside ncies and pio 
Vinces as far as possible (wiihout however 
making anv elaim av to ihe adequacy ol ihiv 
coverage) ’ 

1 he three pronged and mostly viniiil 
taneous progression ol events included, 
firstly, the initiatives taken by Bchiamp M 
Malabari, a Parsi scKial rcloimer, second 
W, Ihe legal machinery ol the goveriinieiii 
leading first to the bill and then to the act 
and thirdly, the agitation by relormcrs and 
anti reformers 

The chain ot events culminating in the 
passage ot the Age ol ( onsent Act ut 1891 
may be traced with jusiificaiion to the note 
on infant marriage in India (together with 
(hat on enforced widowhood) circulated 
from Bombay on August I^ 1884, by 
Malaban This, in itself, was a somewhat 


paradoxical event, since the problem of child 
marriage was considered to be practically 
non-existent among the Parsi community," 
also, the move was resented as undue 
iineifercnce from an uninformed outsider 
into Hindu affairs However, Mataban’s in 
fluence ovci progressive thinkers, both in 
India and in Britain, was considerable The 
note on infant marriage (loosely interpreied 
as child marriage) vehemently castigated the 
practice as a more serious evil than infan 
ticide which had already been abolished by 
British law “For, whereas the latter was one 
short struggle, in which the victim was 
almost unconscious, an ill-sorted infant mar 
riage entails life-long misery on either or 
both parties Infant marriage is the cause of 
many of our social grievances, including 
enforced widowhood” The worst case 
scenario painted by Malaban was that of 
“married martyrs", “socially alienated fiom 
each other, though perhaps living uiidci the 
same rooP’ Lven in the event ol the mar 
nage turning out to be happy, there was 
another set of problems in store for the cou 
pic “A too early consummation ol the nup 
tial troth, the breaking down ol constitutions 
and Ihe ushering m of disease, the giving up 
ol studies on the part of the boy husband, 
the birth ol sickly hildren, the necessity ol 
feeding too many mouths, poverty and 
dejiendence, a disorganised household 
leading perhaps to sin In short, it comes to 
a wreck of two lives, grown almost old in 
youth, which might, n favourable cir 
cumstances, have attained to happy and 
respected age That this is not an over 
charged picture will be admitted by (host 
who have even a superticial acquaintance 
with the domestic affairs ol our people” 
[Ciidumal, 1988 I 5] This last asseition was 
too optimistic because many readers ol the 
note did brand it as an c’viggeration 
However, the reformers were later to use 
most ol these arguments while advocating 
late marriage or late consummation of 
mai nage 

Malaban went on to claim that child 
mainagc had no religious sanction in the 
‘shastras and that the State should thcietorc 
treat it as an economic question (“as a source 
of over population and consequent distur 
bailees”) and follow a policy of inducements 
lot late niainages and penalty for carlv ones 
I best would include a prelcrence toi un 
iiiained candidates lor government jobs, all 
othci quahticalions being equal and 
gradually disallowing martird student, from 
taking university examinations In addition, 
school books were to propagate for late mai 
rijgcs 111 Ins leviscd note 11 on infant mar 
nage dated Octobei 27, 1884, Mdabari 
leitcralcd the main points and pleaded lor 
greater slate co opeiation (Ciidumal 
1888 78 421 Malaban s notes were follow 
ed up b\ an ambitious symposium of Hin 
dll domestic rclormcis and anti reformers' 
liom all parts ot liulii organised by his 
close associate Oavaram Ciidumal, aioiind 
Ihe two issues dealt with bv Malaban name 
ly, infant, marriage and enforced widow 


hood The delibenaioiu (pubHahed in 
1889) covered multiple facets of the two 
social problems, methodically classifying the 
relevant facts, probable causes, requiiments 
of the Hindu law, and proposed remedies; 
and a sene's of appendices further elucidated 
vital points, such as the existing legal pro¬ 
visions, medical opiraons, and the ‘shastnC 
injunctions 

Having failed to arouse the Indian peo¬ 
ple or the Indian government to action, 
Malaban shifted his arena to Britain in 
August 1890 This second phase was 
inaugurated with the circulation of a 
pamphlet on the same two issues, entitled 
'An Appeal from the Daughters of India’, 
taigeted at the British public and especially 
British women On its heelsrcame the for¬ 
mation of a committee of the British elite 
concerned enough to take active steps in the 
matter Into this committee were inducted the 
Bari of Northbrook, Ijord Reay, the Marquis 
ol Ripon, the Tarl of Kinnaird, Prof and 
Mis Max Muller, Mr and Mrs llbcrt. 
Cardinal Manning, Dadabhai Naoroji and 
othen \Indu Prakash, September 1,1890 3] 

On the legal front, the demand for con 
sent legislation was considerably reinforced 
by two court cases, exposing different 
aspects ol the question of child marriage, 
which errupied on the national scene The 
lirsi of these was the Rakhmabai Case in 
Bombas 19 year old Rakhmabai (from an 
educated non Brahmin elite family ot 
Bombay) had been married in her child 
hood but refused to reside with her husband 
on the grounds of socio economic and per 
sonal incompatibility Her husband tiled a 
xuii lot the restitution of conjugal rights, the 
court case dragged on from 1884 to 1888 
(during which Rakhmabai was threatened 
with a prison sentence), and ended m an out 
of court settlement m which he relinquish¬ 
ed Ins claims on hci 1 he controversy which 
raged around the case was a confrontation« 
between the largely traditional society and 
tnc refoimcrs who sought to introduce the 
western values of choice and compatibility 
in marnaec which presupposed adult mat 
nage (kosambi, The second incident 
was the ‘C alcutta child-wifc murder case’ of 
1889, involving 10 year old Phulmony, mar¬ 
ried to Han Mohan Maitee who was over 
70 years of age Phulmony dieef in agony, 
allegedly on the wedding night, and her hus 
band was charged with murder The much 
publicised case led to the coining ot the term 
'Hai imaitism’ to refer to “the noxious prac 
lice of early consummation” \lndu Prakmh, 
October 6,1890 3] Two dire results of child 
marriage—incompatibility leading to un 
happiness and disruption ol the bride’s life, 
and premature consummation leading to the 
biide’s death—were thus highlighted 

Ultimately the Age of Consent Bill 
drafted by Sir Andrew Scoble to amend 
Section 37S of the Indian Penal Code was 
intro duced by (he viceroy of India, Lord 
lansdownc, into Ihe supreme legislative 
council on January 9,1891 The age of con 
sent was raised to 12 vears in the case of both 
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numed uid unmarried girls, but in the cate 
of married girls the offence by the hus band 
was made non-cogm$able, and the law was 
to apply to all religious communities [Indu 
Pnkash, January 12,1891 3] The viceroy’s 
council included II European, two Muslim 
and two Hindu members Of the last two. 
Sir Romesh Chunder Muter of Bengal op 
posed the bill on several grounds (examin 
ed m detail below), such as “widespread 
discontent, the existing law being sufficient, 
departure from the wise policy of non 
interfeience with religion, and from the 
promises of the Proclamation, the law being 
a cause of annt^nce and molestation, it 
being anomalous that a husband should 
commit a rape upon his wife, the marriage 
relations being unhappy in case of prosecu 
tion, reform being put back and agreement 
between reformers and anti-reformers being 
made impossible” The other Hindu 
member, JUo Bahadur K L Nulkar of 
Bombay, houwer, “somewhat redeemed the 
name of educated India by taking a resolute 
stand m favour of the Bill” emphasising its 
protective aspect [lndu-Pmkash, January 19, 
1891 3] A select committee including both 
the Hindu members was then appointed to 
review the question, and present^ its report, 
suggestuig minor amendments, on March 6, 
1891, while Muter submitted a minute of 
dissent On March 19,1891, after a day long 
debate of well reasoned and incisive 
speeches, the Age of Consent Ait was 
passed, and offences under it were made 
tnable only t^ district magistrates (whost 
posts were reserved lor the British) 

The manifestation of the third element 
that of nation-wide publii agitation about 
the consent legislation, had paralleled both 
these other developments The general con 
temporary perception was that the Bombay 
presidency “had no business to show any 
dissatisfaction” (presumably for having 
initiated the demand for reform), that only 
Bengal exhibited “any real feeling of 
dissatisfaction", while Madras wisely “went 
in heartily for reform” {Mahnita, May 10, 
1891 4] In fact, however, the Bombay 
piesidency had pioneered social agitation 
side by side with reform One of the earliest 
reactions to Malaban’s campaign was an 
orthodox Hindu protest meeting at Madhav 
bag in Bombay in 1886 History later 
repeated Itself the constitution of Malaban’s 
English committee resulted immediately in 
the Ibisibag meeting (at Pune in October 
1890), and the introduction of the bill in 
another meeting at Madhavbag in Bombay 
(in early FUiruary 1891) The reformers’ 
prompt counter-offensive consisted of public 
meetings (in February 1891) at Javerbag in 
Bombay and at Knda Bhuvan in Pune A 
spate of memorials was sent to the viceroy 
1^ the conveners of these and other similar 
meetings lb these was added a much 
pubbciied appeal by several educated women 
of Bombay petitioning the queen empress 
for reform in the Hindu marriage customs 
[Mahvila, October 5 and December 14, 
1890]* Protest meetings against the bill 
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were held also at lalgaon, Ahmcdnagar, 
Nagpur, and Surat in February 1891 
[A/aAn»ra,Fcbruary 22,1891 4) The actual 
passage of the act in March 1891 did not 
stem the flow of agitation, and protests not 
only continued but even intensified foi 
example; a resolution was passed at Solapur 
to send a deputation to Britain to enlist 
public opinion against the act, so that even 
tually the British parliament could be 
pressurised to direct the Indian government 
to repeal it [Sudhonk, March 30, 1891 2| 
Professor (later Lokmanya’) Bal Gangadhar 
1 ilak moved a resolution at the Bombay pro 
vinciaLconferena blaming the government 
for utter disregard of public opinion m 
passing the act [Mahralla, May 17, 1891] 
By all accounts the Bengal presidency 
exhibited the most violent reaction Calcutta 
was swept by a ‘mad fury’ and almost ‘con 
vulsed' by ‘an unseemly agitation’ Soon the 
anti-bill agitation was ‘spreading like wild 
fire’ throughout Bengal [Indu- Pnkash, 
January 19,1891 4, February 2,1891 4] A 
‘ monster mass meeting” at the Calcutta 
Maidan in late February attracted a vast 
assemnly of “Hindu, Mahomedan, Jain, 
Buddha and other communities of Calcutta 
and neighbourhood”, 'cported a telegram 
“Even the blindest supporters ol the bill 
admit Calcutta had never seen such spec 
tacle” [Mahnita Maah 1,1891 4] 1 he op 
posite side countered this mass mobilisation 
by distributing pro reform pamphlets and 
holding meetings [Indu Pnkash fcbiuaiv 
16, 1891 3, March 9 1891 3] 

In the Madras pri sidency, a public pro 
test meeting was oiganised by Raja Sir 1 
Madhav Rao in November 1890 at which 
an open clash ocsurrcd between him 
and Dewan BahiJui R Raghunath Rao 
\Mahnlia, Novimbit 23, 1890 3 Dcccmbci 
14,1890 3] (1 Madhav Rao, once an ardent 
champion ol the women s cause reverse d his 
position compleielv on all the alated rt form 
issues, including the age of eoiiscni) 1 he 
allegation ol a lukewarm opposition in 
Madras was tuither dispelled by its anti 
leform spokesman A Sankanah (picsident 
ut the Madras Hindu Sabha and a lormer 
judge and magistrate) by stressing that I his 
act IS vinudllv 1 missionars allaik on the 
modesty viitue and ht Iv sacraments ot the 
native females His piotest was supiioiied 
by influential lesnleii s of the south sueh 
as the secretaiv te thi social confetence ol 
south India soiiu members ol the nival 
family as well as the e\ dewan ot Iravaneon 
and a membet ul 'he Madia Icgislaiivi 
council [Mahrulla Mas 0 1891 4] 

Similai protests i > ked other parts ol the 
coutittv At a [Hihhe meelinj in Aitiur 
Pandit Slivamji Isi shn i Vaima (a hamster 
at law and one tine lecturer in Sanskrit it 
Oxford) aitacke f the bill using both the 
Proclamation at) iimeiit and the religious 
argument (tisuwtd below) [Mahraiia 
Fcbruaiy 22 1891 4| 

Conceited ni ion wide action siipportine 
lelorm had in he meanwhile beeiiiiiieUr 
taken bv the orginiseis of the thud social 
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eonferrtice held at )3ombav in December 
1889 I he lesoluiion moved at the con- 
lerenee by Uistice Mahadev Ciovind Ranade 
stassed not only the ill effects of early com 
pletion ot marriage but also the disciepan 
ey m the Knal ( ode regarding the age of 
consent in different cases The resolution 
read as follows ‘ (hat, in the opinion of this 
contcicnce the distinction made by the 
Penal t ode between the general age of con 
sent (12 years) laid down in Section 90, and 
the special age prcseiibcd in clause 5 and the 
exception m Section 175 (i e, lO years] is both 
unnecessary and indefensible, and that with 
a view to prevent early completion of mar- 
iiagcs wtiuh leads to the impairment of 
physical health of both husband and wife, 
and to the growth of a weakly progeny, 
rohibitation before the wife is 12 years old 
should be punishable as a criminal offence, 
and that every effort should be made by 
awakening public conscience to the grave 
dangers incurred to postpone the comple¬ 
tion of marriage till the age of 14 at least, 
as being in accordance with the dictates of 
our ancient medical works and modern 
science and i ountenanced by the approved 
sentimeni and practice ot the ountry” 
IRanadc 19)5 92] 

I he loiirih social conference vi< conven¬ 
ed at ( alciitta in December 1890 while 
legislative measures were already under 
active considt ration so that cmly a brief and 
gencial resolution was adopted touching 
upon the issue That this confetence is of 
the opinion that the piacticc of child mar 
riait b,. discouiagcd bv public sentiment, 
and thii within the pherc ot the various 
i istc ind communuiis sirenuous efforts 
be ni ide lo postpone the celebration of mar 
II <vc iitcs till 12 n the case of girls and 18 
in ihc c ISC ol boys ind the ,.onsummation 
ot the mam lyc nil liter they attain the ages 
ot 14 and 20 nspictivcly and that the 
numhcis it the vaiious social reform 
r iviiics in tht c niiitrv should intluirown 
c ists themselves ct tliii those limits ol age 
ire icihsed m uliitl pruiicc itid public 
opinion cdiii ili d n ids met these limits still 
liifhci I uilharuk luuiaiy 12 1891 2] 
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I lie (emlnisorsy 

In 'he considcrihly wide speitiiim of 
vpiiii >11 which vas nticiilaied during the en 
till coiilrovcrsv three staunch positions 
cmciccd Atom txiii me was the sell styled 
vth »dox 01 mil Id iim faction (or ‘paity‘) 
which miintaincd that the contemporary 
iiiimitt pric II s posed no ptoblem and 

luld noi Ol nc( I ni i hi changed partly 
bee lusc hts were dciictd from the ancient 
sKied tests iiid pirllv beceuse they suited 
tile cxistiiii- social condiiion. This faction 
w IS represented mostly bv shastris and 
pandit as lor example by Kamshastri 
\picol I’une in I he Bombay presidency and 
Diiidii SI idh ir larkacliuramaiii ot ( alcuita 
in the lUii).il piesidency 
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At the opposite pole was the reformers' 
faction claiming that the ancient texts had 
been misconitrued and should be rightly m 
terpreted and followed, which would itself 
introduce improvement, and that also on the 
grounds of the welfare of women and of 
society at large, reform should be introduc 
ed, if necessary, through government legisla 
tion I he champions of this faction included 
Dr (later Sir) Ramknshna Gopal Bhandarkar, 
Justice Ranadc, Justice Kashinath Trimbak 
Iblang, Prof Gopal Ganesh Agarkar, Kao 
Bahadur Krishnaji Laxman Nulkar, and 
otliets in the Bomt»y presidency, and Dcwan 
Bahadur R Raghunath Rao of Madras 

Somewhere in the middle, according to 
Indu-Prakash ms, a third faction, that of the 
‘reactionists’, which supported limited 
reform to be achieved strictly and solely 
through influencing public opinion The 
paper insisted that ‘the real fight’ was not 
between the reformers and the orthodox, but 
“between reformers and reactionists, the 
latter a class of men as well educated as the 
former, and who by then behels and con 
duct are quite as much outside the pale of 
true orthodoxy as the first, but who wish 
to pose as leaders of the orthodox” 
(November 1,1890 J| Bal Gangadhar Tilak 
and Prof Jinsivale of Pune were identified 
as belonging to this faction By the samt 
token, T Madhav Rau and A Sankanah of 
Madras, and Romesh C hunder Mitter of 
Calcutta can be classified rs icactiomsts In 
effect, however, it was basicalfy a cleavage 
between the orthodox faction (most vocally 
supported bv the icactionisis) and the 
reformers 

The controversy itself hinged on ifit 
following 'lasic issues (I) whclhci the an 
cient Hiiuiu law prescribed child mirnagc 
and early completion of mai riage as man 
datorv (labelled by the orthodox as the 
‘religion in danger argument’, (2) whether 
contemporary practice, derived from hallow 
ed tradition, sanctioned early marriage and 
consummation, (3) whether child marriage 
resulted m harmful effects foi the git I bride, 
her family, and society as a whole (the 
‘physiological argument’, (4) whether, if 
reform should prove to bi necessary, it 
should come through voluntary action 
(the ‘self-help argument’) or through 
government legislation, (S) whether 
the proposed legislation violated the promise 
of non-interference made by the Proclama 
tion of I8S8 (the ‘Proclamation argument’), 
and (6) whether the proposed bill would 
indeed succeed in protecting girl brides 

A few prefatory observations are necessary 
at this juncture First, the controversy can 
not be viewed as a conflict between the pro 
ponents* and opponents of the patriarchal 
ideology Both factions subscribed to the 
basic patriarchal premises, the difference w,is 
that of degree, with the reformers adopting 
a humane perspective with regard to women 
but within the confines of the latter’s 
generally subservient role, as mentioned 
above Perhaps the best statement of this 
position came from Sir William Hunter in 


a letter to the London Ttmef “How to 
secure tor their wives and daughters the old 
safely of dependence with a larger measure 
of the freedom of modern independence, 
and how to effect the transition with the least 
disruption of religious tradition and of 
family life—this is the fundamental problem 
of Indian domestic reform” [Indu Prakash, 
October 20, 1890 3] 

Secondly, given the number and com 
plexity of the interrelated issues involved, 
some fluidity of |:ibsitions was inevitable, 
and resulted, on occasion, in seemingly 
strange convergences and divergences across 
the factions This was most prominent m the 
cases of I ilak in the Bombay and T Madhav 
Rao in the Madras presidency '® However, 
by the time the bill was actually introduced 
the positions had crystallised firmly and 
battle lines drawn clearly 
Thirdly, the style and terminology 
employed in describing physiological func 
tions were quite explicit in the Marathi and 
presumably other vernacular, press (stamped 
by the graphic and precise vocabulary of the 
libeially cited Sanskrit texts) to an extent 
iinimagmabic ii today’s public debates and 
jouinalistic writings Indu Prakash was 
moved to bemoan this publicisatioii of a verv 
private family matter, in a Marathi editorial 
eniilled The Scope of the Consent Bill 
Agitation “A topic too embarras sing to 
discuss openly among the members of any 
decent family, and a decision about postpon 
ing the conception ceremony, customarily 
made solely with the eon'ent of the parents 
and without even a thought of lonsulting 
the toncerned parties—these have now come 
tor delibeiation before high officials in a 
foreign country and caused giganiic public 
tticctmgs and agitation thioughoiit the coun 
tiy, because we out selves have not made any 
effort lot self improvement” (Match 16 
1891 2 •(." The Inglish language press 
attempted to maintain delicacy by resorting 
to veiled phrases such as ‘the <x.currence of 
a certain event’ and ‘the certain well known 
sign’ to refer to the start of mciistination 
Fourthly, while the agitation started as a 
scKial and religious debate, its political rept i 
cussions for the nationalist struggle were not 
slow in manifesting themselves 
1 aslly although the British opinion bv 
and large, suppoitcd both the raising of the 
age limit toi cohabitation (and also for 
marriage in general) as well as government 
Iceislation to achieve this there were a tew 
dissenting vcsices which were well publici>cd 
by the oithodox faction An excellent 
representative example of the latter was 
f lederick I’meott who published a lengthy 
essay on the Hindu marriage agitation eii 
ding with conclusions wh.ch covered pifac 
ticallv the whole battery of oppo silion 
arguments that an early marriage 
ceremony followed bv actual mariiage at 
adolescence is compulsory on Hindus, in 
obedience to the prescriptions of their 
religion” “That it is a custom founded on 
the laws of nature, and is especially suitable 
to tropic legions” ‘1 hat it has existed for 


thousands of years and has-been the cause 
of the good order, peace and happiness 
which characterises Indian homes”, ‘That 
It has preserved the modesty and womanly 
virtues of Indian women”, “That English 
marriage customs are lowering to woman¬ 
kind, and are directly responsible for some 
of the worst features of English soaal life”, 
“That the proposed Age of Consent Bill 
would be an engine of oppression, and 
would be most of all injunous to the women 
whom It professes to protect”, “That the 
bulk of the people of India, both educated 
and uneducated, are thoroughly opposed to 
the change*’, and “1 hat the change could be 
forced on the people of India only at the cost 
of an amount of disorganisation and discon¬ 
tent out of all proportions to even the im¬ 
aginary benefits contemplated” [Mahratta 
May 24, 189I 5] 

THL “RLI IGION IN DaNOLR” ARGUMENT 

The question as to whether the propiosed 
bill would involve a violation of the Hindu 
religious iniunctions and thus threaten the 
Hindu marriage institution itself was con 
siderablv complicated by the fact that many 
of the sacicd texts contained vague and 
sometimes internally inconsistent sigte 
menis, and also contradicted one another on 
vital points Two opposite interpretations 
were possible and were, in fact advanced 
The orthodox interpretation insisted on prt^ 
piibeital marriages as well as mandatory 
intercourse alter every monthly period ) hr 
reformist iiitcrpretalion was essentially 
liberal and humane, and designed to omii 
the element of coercion 

On the orthodox side. Ram Shastn Apte 
adduced evidence from I4 ‘shasiras to prore 
that “the girl who sees her menses in her 
father’s house (bi fore marriage) is impure, 
her father is guilty of killing of the em 
brvo ‘bhrunahatya’ (Gidumal, 1889 78] As 
a corollary, the same sin of foeticide was 
V isited upon the husband who failed to con 
summate marriage immediately after the 
first monthly period and to have intercourse 
after every subsequent period, and portions 
of the sacred texts were also cited to this ef 
feet In the words of Pandit larkachuramani 
of Calcutta “The ’garbhadhan’ rite has to 
be performed on the first occurrence of that 
event (i e, menstrua tion) This is the first 
‘sanskara’ enjoined upon the Hindoos, and 
the non observance of this first ‘sanskara’ 
rcndei s the pei formance of all other ‘san 
skaras' of not much avail” [Mahratta, 
January 25, 189I 6| logically this 
repiesented the essence of patriarchal think¬ 
ing since a woman’s primary function was 
'vrocreation, every post menstrual fertile 
period was to be utilised, starting with the 
vct> fust suih period in a woman’s life 
Failure to do so meant failure to conceive, 
which was tantamount to killing a potential 
foetus 

The reformers’ more humane position 
stressed the distinction between girlhood and 
womanhood which rested on criteria other 
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than the mere start of menstruation. But this 
position had to be made credible and 
palatable by disguising it in a religious garb 
and offenng counter-evidence from the same 
‘shastras’ In the words of G S Khaparde, the 
people were to be persuaded and met on 
their own ground ‘if they accept the 
‘shastras’, we accept them too, but interpret 
them in the light of the knowledge we have 
acquired", though without distortion 
[Chmtamani, 1901 144] A systematic effort 
was launched to restore the ‘shastras* to their 
original accuracy and punty by weeding out 
later interpolatioiis, and to resolve contradic¬ 
tions on a logical basis The red thread run 
mng through their arguments was, in the 
words of R Raghunath Rao, that "Infant 
marriages are not sanctioned by the Hindu 
‘shastras*, nor were they in use in India a few 
hundred yean ago On the contrary the mar¬ 
riages of undeveloped girls are in a way pro¬ 
hibited by them ” [Gidumal, 1889 73] 
Ranade wrote a scholarly essay [in Gidumal, 
1889 299-314] traang ancient history and at 
tributing the rigidification ot the marriage 
system to gradual societal decay During the 
‘Sutra’ period, marriage was a sacrament 
which presupposed the age of discretion on 
both sides; choice rather than parental 
pressure was the norm, a girl could refuse 
to abide by her father’s choice (as in the cases 
of Savitri, Rukmini, and Subhadra), and 
royal families allowed their daughters the 
choice ot a mate through ‘svayamsara’ 1 he 
‘Smritr period introduced a senes ot con 
straints and restrictions, reflected in a 
corresondmg reinterpretation of old texts, so 
that the choice of remaining unmarried 
came to be denied to women, and pre 
pubertal marriages ot daughters were made 
mandatory tor fathers and guardians at the 
risk ot damnation Ranade concluded, on 
the authority of nearly 30 text writers of 
repute, that the normal and customary ages 
for marriage and consummation were 12 and 
16 respectively for girls, and 18 and 25 for 
boys In order to undcrscort that the 
reinstatement of these age limits would 
neither violate the religious presciipt >iiis, 
nor disturb existing social mores, he added 
"Those who seek reform in this matter do 
not desire to turn marriage into an affair ol 
mutual romantic love They do not want to 
thrust aside the parental authority, or to 
dimmish ihe sense of responsibility now Icit 
They advocate a return from modern cor 
ruptions to the real sense of the old ‘Smriti’ 
texts, and their request is therefore fairly en¬ 
titled to consideration” [Ranade m Gidumal, 
1889 314] Obviously, the reformers were 
also under a compulsion to re-establish their 
credentials as practising Hindus and as 
responsible family men 
Paradoxically, ammunition for the 
reformers was provided by Manu through his 
ofKited verse instructing a girl to wait for 
three years after puberty, for her father to 
find a husband for her, or otherwise to 
choose a suitable husband herself Similar 
verses were found in the texts of Baudhayana, 
Ashwalayana, Sushruta and others to prove 


that m anctent times a girl was allowed to 
remain unmarried for up to three years after 
attaining puberty, and that when a girl was 
married tefore puberty, two later rituals 
were prescribed Ol these, the ‘prajapatya’ 
was a day-time rite to be perform^ im 
mdediately on her attainment of puberty in 
order to confirm her entry into her hus 
band’s ‘gotra’, and the ‘garbhadhan’ rite was 
to be performed at night to mark the begin 
ning of married life The latter ritual could 
be deferred for up to three years after the 
girl’s attainment of puberty Thus the m 
struction for the husband to have intercourse 
with his wife after every monthly course was 
understoexi to be ‘permissive* and not ‘man 
datory’ These arguments were decisively 
presented bv Bhandarkar during an 
elaborate discussion of the relative validity 
of the various texts and their contradictory 
commands He concluded that "the consum¬ 
mation of marriage only when the girl has 
fully developed is quite in keeping with the 
spirit of the ‘rishi legislators, as the beget 
ting of a son able to do credit to the father 
IS their sole object and its early tonsiimma 
tion IS entirely opposed to their spirit as the 
result of it IS barrenness or weak and sickly 
children” [Sudharak, January 26. 1891 3] 
The most extreme injunction m this regard 
was that of Parasara who allowed onlv a lew 
exceptions (such as the husband’s absence, 
the wife’s ill health etc) to the otherwise rigid 
lulc tcgarding mandatorv intercourse after 
every monthlj pciiod The leformcts 
claimed that thi wife’s lack of physical 
maturity was implicitly included m this list 
ot legitimate exceptions A long controver 
sy was canted on between Bhandarkai and 
Tilak on some ol these interpretations, filak 
maintaining, iniir aha, that the ‘praiat>atva' 
and the ‘g-irhhadhan’ ceremonies were to 
be performed ir immediate succession 
(i c. witnin 24 hours) on the concl»sion of 
the girl’s first menstruation '* 

Different authorities past and present, 
were invoked m the quest tor an acceptable 
interpretation Muter insisted that the final 
authority in Bengal was Raghunandana 
whose commcntaiv favoured the orthodox 
faction The lefoimcrs promptly advanced 
proof that he was in fact m agiecmcnt with 
their own reading of ‘he sacred texts \/ndu 
Prakaih lanuarv 26, 1891 3] 

( harges of insiricerity and hypocrisy 
were also bandied about The retormers 
emphasised that both Brihaspati and 
Baudhasana have prescribed rclativcis minor 
rituals, or the expenditure of a verj small 
sum of money to au uc fc'r the sin ol 
violating the ininction The orthodox 
retorted that the prostsion of a penalty was 
no reason to lorci a practising Hindu to per 
sist in commiii't g a sin. Upon which Inilu 
Prakaih j Janua 26 1891 3] asked ”ln how 
many respects do these people, who talk so 
loudly about ichgion not hieak the oi 
dinances ol then religion more binding than 
Ihe present one’ 

But perhaps the most significant challenge 
to the oiihodox stance came liom the 


reformers’ examination of the inter¬ 
relationship between religion and morality 
T he Indu Pnikash [February, 1891 3] stated 
the issue bluntly “It is impossible to think 
that our educated men are so depraved as 
to consider consummation of marriage 
before the twelfth year ol the wife an ab¬ 
solutely indispensable necessity That a 
religion should demand the subjection of a 
girl ot eight, ten, or twelve to the sensual em¬ 
braces ot a man or that it imposes a duty 
upon a man of carnally knowing his wife 
at the first occurrence of a certain event, 
however tender her age, seems to us highly 
preposterous [r]hose who affirm such 
wicked barbarities ot our religion are its 
worst enemies” And again ‘‘|]]n the hallow¬ 
ed name of religion they are asking govern¬ 
ment to countenance a barbarity Does the 
Hindu religion, we ask, command the 
perpetration of this barbarous cruelty on 
young girls of tender age'’” [Indu Prokash, 
February 16, 1891 3] 

( I MOM AND 1 KADItirjN 

Ihe oithodox and the reactionists had a 
second line of dc fence ihev invok'^l the sup¬ 
port of tradition or contemporar) custom 
(‘rudhi’) as has ing weightage equal to or even 
greater than the sacied text*^ (shastias’) 
which wcK amenable to different iniciprcta- 
lioris The sanction of current social custohi 
was crucial to their argument because the 
existence of religious sanctions or even the 
religious component ol a custom was 
sometimes dubious and the reformers 
argued that ‘‘whethci a girl ot ten or twelve 
should or should not be allowexi to be treated 
as wife by the husband” was not a religious 
but a soeial question [Indu Prakaih, 
Octobei 2'' 1890 41 

Opinions regarding Ihe cxieiii ot child 
maiiidge itself varied In the Bombay 
presidenev Kao Saheb V N Maridlik denied 
the existence of ‘‘any such general early 
mariiagc system pievalcnt, as can be 
remedied by government [Gidumal, 
1889 27] This view was echoed by A 
Sankariah ‘freidoin to marry girls and 
widows at any age is not denied now, and 
was not denied at any time, and the agitators 
aie not just and even honest in interfering 
with those who do nut religiously, oi social 
ly approve ol that freedom' [Gidumal, 
1889 1] Some elaimed that the custom 
picvatied only in the higher < astes which 
loimid a small minority while others (as, 
for example C Ramehandra Aiyar, sub 
ludgc ot Madurai) arguexJ that since the 
Brahmin minority served as a model for the 
other castes ( sj^ eially in rcstrietivc practices 
regarding worn* n) reform at the top was 
tssentiallfiidumal Ivg? 2] It was also con¬ 
ceded that the compulsion about pre 
pubertal maiiiagc of girls drove many pooi 
iathtis (lacking the necessary deswiv to 
secure rood mati lies) to sell then daughters 
to unsuitable oi old men 

Statistical data were maishalled from the 
1881 ( ensus and showed that the percen 
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tagt's of man led (and Midoued) tiindii girls 
and boss uiidei 10 viais Mire, lespestivcly. 
as follows 11 Reiai 21 7 and 4, in the Bingal 
prcsideiisv 11 and S 6, ir the Boiiibas 
presidents 10 ' and 2 in the sential pio 
vintes 8 and 2 b, m (Ik north wcsitrii pio 
vintcs ^ 4 and 2 4 in iht Madras pitsiden 
sy 4 ^ and 0 8, and in Punjab I'' and I 1 
(Cidiimal. IK8>> 18] 

A voluminous debate also tenired on the 
aveiage age at menarLhi loi Indian girls 
Atsordiiig to lbs Sudharak |Ubiuais 16 
18VI, repiinted in Agaikar, 1984 42‘'1, only 
4 per cent of Indian girls rcatlicd pubcris 
before the age of 12, so that the proposed 
bill would alltLi a vciy small minor it v of 
maiiiages Di S W Kane v.itcd Vagbhat, a 
great authority in Sanskrit meditine, to ihc 
effeil that “the period of menstruation in 
the woman begins with the age of 12 and 
ends with the age of 50" I he logical con 
elusion, therefore, was that the cases of girls 
starting menstruation before 12 should be 
considered abnormal and treated as excep 
tions \tndu Prakash, March 3, 1891 

The ptevdlencc ol the custom of im 
mediate post pubertal consiimmalioii of 
maritagc was far more difficult to assess 
The Sudharak challenged the oithodos 
faction to product evidence as lo whcthei 
It was cusiomais to exconimuiiicatc oi 
Otherwise penalise with a ‘piavascliilta' tlio^c 
who tailed to i onsummaie maniage wnliin 
16 dass of till brid) s lirst nu uses | lanuars 
12 1891, lepi lilted in Agaikar, lUKl 4091 
Ihc Indu Ptaku'ih siniilatls denied that 
“thcic IS lUih dll .ibsiiintsis imaiiable 
tusiom" lltbiuaiv 16, 1891 I| 

Particularly sensitive in this eoiineciion 
wete lilt revilaiioiis ot prt pubertal eonsum 
mation ol inaiiiavc Iht oithodox faction 
tended to dttiy tins oituiietist outfight, as 
being sintui attending to till ‘sha.iias’ Ihis 
was einphasisid fui exainpli, b> farka 
ehiiiamani (icgaiding Bengal), in his letiii 
to the Statesman ot Calsutta [Mahrana, 
lanuaiy 25, 1891 6] Howeter, the Mahrana 
claimed ihai the introduction of ihi bill was 
followed bv ample disclosures ol the cMciii 
of premature cohabitation among the lower 
soeio eionomic strata ot Bengal Ktspon 
sibilitv was attributed to 'the ignorant 
mothers m law’ who encouraged prcmaiiiii 
union ot the soung couples jlchuarv 8 
1891 11 Miltei hinisell admiticd that 
picmatuic cohabitation was a niaiier ol 
gcncial praclKC in Bengal |/;i</// Prakash 
March 16, 1891 1) Nulkar, in his speicb dm 
mg the final dibaie on ilit bill, tiled Di 
Cheveis’ Manual of Mediial lurnprudcnn 
Jot Bengal (Inst published in 1856 with 
seserdl aihscgiient edition,) whtu he 
desiribid "the artilmal means tinplosed to 
fit child wives ten the cailicst possible mier 
course with their husbands ’ Matteis wtit 
made worse by tht use ot pits steal lone m 
such cases Niilkai also letcind to Basil 
surgeon majoi and civil smgeon at Mynun 
sing, who had retinily published a leitor m 
the Indian Mirnn ol ( aiculta ciiiiig thi m 
stance of a nine scar old gill who died of 


injuiies inllietcd dining cohabitation, and 
anothei msiaiice ol a girl under 12 who was 
sutfocaicd to death bs lict husband to stop 
hci screaming iii agoiiv during cohabiiation 
[Indu Prakash, April M, 1891 4] " 

In general, howesei, many ot those who 
advocated lati completion of marriage, sup 
ported an caiK marriage teremonv which 
was to be considered more in the nature ot 
a betrothal I heir leasonmg, again, stemmed 
from the basic patiiarchal values first, that 
It taciliiated the girl bride's adapt.itiiiti as a 
devoted w-k and an integral part ol the 
husband’s household, and secondly, that late 
marriages would intioduce an elcmeni of 
individual choice into what was essentiallv 
a family matter 3 his would be additionally 
I isky because women were, for a yarieiy ol 
reasons, considered to be incapable ol mak 
mg the right choice 1 he first argument was 
stated in a mild form by Bhandarkar 
[Ciidumal, lo89 21 2] He maintained that 
child mairiages were not necessarily ill 
assorted, because the parents on both sides 
ensured compatibility of background, and 
because the piocess ol growing up as bus 
band and wile reinforced mutual alicction 
and .idaptability Ihc argument was hut 
tressed by ( Subbaiaya Aiyar, a ludge Ironi 
iiiiakiilam “Early marriages, btuughi 
about tiiidti the disciimtnating and foster 
ing tail ot Hindu parents, have not failed 
to lead to happy unions, securing lo the 
maititd couples social and donieslii leluity" 
jCiidiimal 1889 )j 

I bus ii was felt that a change in the 
tiisiom ol child maniage itself was nut a 
pit condition foi a possible postpoiiirnciii 
ol tonsumiiiaiion Vtcoidmg to lilak, ilu 
domestic suiKisision ol cldeis was suflicicni 
to pitsent larlv coniaii between ibt louplc 
I iitDttinioic, the evils ot caily consiimnia 
non could baldly be laid at I be door ot boy 
husbands such aiiocilies were usually cum 
milted by older remarried widoweis (the 
bride being always by definition, a pre 
pubciial gill) It was theicloFc suggestexi that 
dll uppci age liniii lor the lematiiagc ol 
widoweis should be lived at 40 or 45 years 
[heiun September 50 1890, repiintcd in 
hlak 1976 259] 

1 he ti ulh of this argument was conceded 
also by the rctormeis and incorporated in 
one of the resolutions adopted by the lourth 
social conlerence (December 1890) It stated 
thai "ill the opinion ol the contercncc the 
piacliii ot men ot tiioie than 50 years ot age 
mailying soung gitls below 12 is dis 
lountcnaiicid by ihc ‘shasiias and is 
cvtii niels prejiiduial to the inteiests ol the 
c ommunits. and that the powci of tree adop 
non given bv the law leaves no eveust tor 
such ill assorted mariiages. and the con 
liniKc ihcrcfore, alfiinis the necessity ot 
acnvely discouMgiiig all maiiidgcs, where 
the diflticiicc ol age between the partiev 
iviccds )tl vcais' ]Siidharak January 12 
1891 2) 

Although the loi.tl point ol the [ihv 
sioloeicdl digumcni was the physical haim 
lo the girl hndi, the reloimers also voiced 


widei concerns affecting her family, through 
her resultant barrenness or the birth ot weak, 
sickly children and affecting the society at 
Idigc which consisted increasingly of a 
populat'on weak in physique, intellect, and 
morals, wfiich could (heretorc be easily kepi 
under subjugation by a foreign colonial 
power I he implication seemed to be that an 
'Wscsimcnt in the girl-bridc’s health would 
yield lamilial and societal benefits Both 
sides marshalled ancient and modern 
medical authorities to leinforce their 
aiguments 

Injury to Girl Bndes 

I he image ol the girl bride as a victim 
(poll ntial or teal), and as an individual en 
titled to better physical treatment at the 
hands ol her husband, was a new and radical 
element injected into the debate by the 
reformers 

Ihe orthodcsx laition had consistently 
maintained that the onset ot pubertv (in¬ 
dicated by menstruation) was a clear sign 
given bv nature that the girl was fit for 
married life and foi motherhood it was 
iheielore liighiv imptuhabic, il not impossi 
ble, that she would be harmed bs cohabiia 
lion thus an article by Medicus’ in the 
Mahrana [March 15, 1891 2] claimed that 
the “commcnccmcnl ol menstruation in 
dicates HI all animals the same degree ot 
sexual dcsiic oi sapacity lot intcuoursc with 
males ot the same kind oi lacc", that then, 
was no prool to show that 'tally intercourse 
|i c during the gills llih year oi later] 
piiscnts the luilhii or lull dtselopmeiil ol 
gills and lurlhtr that ihc lust botn intaiits 
wiMc genet illy wiakii and iiioit cvjiuscd lo 
iisk iMisiKctiyc ol wticllicr Ihc mother 
was a soung Indian giil oi a lull giown 

I uiupcaii woman 

Some among the orthodox admitted that 
damage to giils because ol eaily intercourse 
could not be ruled out, but minimised its 
extent Ihus Surgeon Major Kirtikar, m a 
somewhat faceiious lettet to the Bombay 
(lajnie, wrote “Although I objt“ct giosif/vt'/v 
to early inictcouise I say that in most cases 
It IS neithei a matter ot ‘brutality’ nut ‘cruel 
ly’, but leads to a ceitain moral and physical 
deteiioraiion after the lapse ol a long lime 
li IS therefore a sheer misuse of terms to 
compatc It with the burning of a woman, 
Ol the murder of a child to all which acts 
It has been compared I here is hardly a 
had custom m existence which docs not Icud 
to nioial and physical deterioration laik 
ing ot phssical deieiioraiioti ‘tight lacing' 
has been the ruin ot many a young frame 

II has sent many a blooming girl to an un 
timely gtave Is it to he put down by 
Il nsportdtion for life (emphasis in the 
oiiginal) [Mahrana, Februaiv 22, 1891 4] 

Ihc reformers cited the ancient mcdica 
authority Sushruta “If a man ot less thar 
25 veais begets a child to a woman of les> 
than 16 years, ii remains in the womb 11 ii 
IS horn. It does not live long, and it it iivc« 
at all. It IS weak Therefore the marriage 
should not be consummated while the girl 
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IS ■ child.” An almost identical verse from 
Vigbhat was also quoted \Sudhank, May 
18 I89I-2] 

Corroboration also came from modern 
medical science Dr Modendratat Sircar em 
phasised that “while early maternity results 
in giving birth to short-lived or unhealthy 
children, it at the same time seriously com 
promises the health of the mother also A 
host of complaints from which our females 
suffer life-long, or to which they fall earlv 
victims, arise from the evils of early 
marriage—namely, early pubescence and 
early maternity” [Gidumal, 1889 246) The 
reformers quoted several medical doctors to 
confirm that early pubescence was un 
doubtedly induced by early marriage and 
could not be attributed to India’s hut climate 
as was popularly believed [Gidumal, 1889 
246 58) 

Western medicine entered the tray most 
strongly through British medical doctors 
who favoured reform Dr Peechy Phipson’s 
talk in Bombay on ‘ I he Physiological I f 
fects of Early Marriage’ emphasised the 
distinction between puberty and nubility 
She clarified that although the conventional 
notion ot pubertv was based on the first 
menstruation, the ‘true’ or ‘uimplete’ pulwi 
tv was reached by a girl only by about her 
20ih year when the body and mind were lulls 
developed and “when alone a woman attains 
the capacity fc maternity” C omplelion ol 
mariiage at any age earlier than this was 
therefore harmful \lndu Prakash, October 
21, 1890 1) 

Perhaps the most sensational and shock 
ing input into the debate was made by a 
group of 5S British lady den tors through a 
discicisure ol the brutality to which girl wives 
were subjected In an appeal sent to govern 
ment, they adduced as evidence H cases 
which they had leceived for medical treat 
ment \ Sudhank, November 17, 1890 2 also 
Indu Pnkash, April H, 1891 4j With the 
exception ot one older girl, all the otheis 
were between seven and 12 years of age, and 
all were examined within a day oi two of 
the completion of marriage The common 
physical injuries included severe haemor 
rhage, lacerated flesh, crushed pelcic bones 
temporary or permanent paralysis of the 
lower limbs, in the case of a seven ycai old 
girl the re.ult was death Une of these girls. 
10 years old, was unable to stand oi walk, 
and had crawled to the hospital on her hands 
and knees In three of these cases, intorma 
tion was added about then husbands one 
was ‘about forty years of age, weighing not 
less than II stone’, another demanded 
custody of his wife after one das in hospital 
‘for hi\ lawful use’, and the third ‘had two 
other wives and spoke seiy fine i nglish’ 

Harm to famil\ and Sot ten 

When the area of concern was expanded 
by the leformers from the girl biidi to en 
compass the (amily and schicIv as a whole, 
echoes of Malaban’s initial aigiiments 
became clearly discernible Thus Kanadc 
staled that “early marriage leads to eaily 




consummation, and thence to the physical 
deterioration of the race, that it siis as a 
heavy weight on our rising geneialion, en 
chains then aspiration, denies them the 
romance and freedom of youth, cools their 
love ol study, checks enterprise, and general 
ly dwaifs their growth, and fills the coun 
try with pauperism, bred of over population 
by weaklings and sickly people, and lastlv 
that It Lads in manv cases to all the horrors 
of early widowhood ’ [Gidumal, 1889 14] 

I iicl was added to the fire by the sanitary 
commissionci s report of 1890 showing that 
the deaths of children under live years of 
age formed 41 per cent ot the total number 
of deaths (in Bombay city') I his piovoked 
tndu Prakash lo admit lhal such strong 
(ondemnation wi* well deserved in view ol 
‘‘the evils arising from early maniagc, ag 
gravated by our detective system ol bring 
ing up childicn Ihi paintui truth was that 
“early mariiagcs Uo icsult in the phvsiial 
deterioration ol our piogcny, and render us 
thereby until lor vaiious walks of lilc, where 
physical activities no less than intellectual 
ones are ncecssary for success” [July 7, 
189t' 1j This le I lo anxiety over the allcg 
ed conelilion ol the Hindus who were said 
to be becoming shorter and physicallv 
weaker day by dav, so that the father’s 
strength was not visible in the >on and the 
son’s not visible in the grandson, one addi 
tional result being that Indian scholais died 
prematurely \Indu Prakash, October 20 
1890 1) Rcfenme to Peechy Phipson's Itc 
turc, the same p.ipu commented “The evils 
which the doctor portrays as resulting from 
this pernicious < usioni, vi/, sterility and ill 
health to ilic mother, puny and sickiv, 
disfigured and deformed children, and 
degeneration ol the lace aie too giavc lo be 
lightly passed on [Getober 27, 1890 1) 

An exttnsion ot this argument with an 
explicit reference ic ecneiic lotciioritv was 
presented bv l)i Smvtfi of the Madias 
Medical C ollcgt in an opening addiess to his 
students Ifis appeal w is both to ttii com 
muiiitv and to the govcriimcni to slop the 
custom ot tailv maiiiagc which was 
“homicidal III as much as it leads to sickness 
and early dciih ,ind which resulted in 
“degeneracy of olfspiing' ‘ Manv children 
are non viable and o'hers arc mentally and 
physically imaiiablc All originality is sup 
pressed Hit innialivc faculty alone is 
preserved ’ Snivth touched a raw point bv 
saving that ‘a pcopU boin out ot cailv mai 
riage arc unlit tin v If government” and that 
“a resiieclablt iv[»i of the human race’ could 
be produced only ihrsugh adult marriages 
“(onsidcraiio.i >1 ihi claim lor self 
goveinnicnt on th pan ol these is, therefore 
deterred loi *ivt )cnciations If in the mean 
time ilnsco.nniiiiiily takes responsible steps 
lo raise I ptotw I stamp ol human beings by 
mairyingonlv ulult females and th,il too 
only after the most c nclul sc lection I shall 
leave it on rite id dial the then secretary ot 
stale do seiioiisly onsidct the advisabiliiy 
of placing till community on an equal 
looting with the icst ot ilie intiahii.mis ol 


the emptie”, he concluded [Intbt-Prakash, 
October 27. 1890 1] 

Ihe picture of a degenerate and unfit 
Htndu/Indian society described by Peechy- 
Phipson as ‘children of children’ and ^ 
Smyth as ‘infani-born’ [Indu-Prakash, 
October 27, 1890 1], and stigmatised further 
as undeserving of political power, was one 
that hit both the scKial and the political 
reformers alikeinevitably in its wake 
came intense soul-searching and introspec¬ 
tion among the reformers The Sudharak 
expressed shame because "we turn women 
into ‘mothers’ while they are still ‘girls’, and 
as a result they, we, and our children have 
become weak, sickly, unintelligent, and 
lacking 111 strength courage, energy, and 
longevity Also, lot hundreds of years we 
have been Ihe slaves of an alien people who 
are superioi to us in physical strength, and 
follow their wishes like animals undci their 
control [November 17, 1890 2*J. 

lilt AtilNCy lOR iNIROlllK IN(.rHANe.t 

ihe awareness ol political subjugation 
and humiliated national pride ran as an 
undereurrcni through the eiu re debate 
Initially even the pio refoim fiction was 
cautious abuiii allowing the government to 
ciitei into what was essentially a domestic 
scKial matter ol the Hindus Ihe fear that 
this would prove to be the thin end of the 
wedge and lead lo socio religious subjuga¬ 
tion as well was ever present Thus Bhan- 
darkat admitted “I would not avoid Ihe evil 
lot child mai riage), and secure the good, by 
a legislative measure” [Gidumal, 1889 22] 
Similarly, Khaparde opposed legislation on 
the grounds that “such tclorms should 
spiing from the people, and should not be 
forced on them, foi the appearance of force 
disinclined people to all reform, and (his 
made matters worse” [cited in ( hintamani, 
1901 141] I his coincided with I ilak’s per 
sistent stand that reform which was imposed 
upon people through law could not he ef 
fective because it could neither ease family 
pressures upon the young couple nor help 
Ihe vonng couple to control its emotions, 
only ediieation and knowledge could bring 
about tins change [Kesan editorial, 
September 2 1890, lepiinted in Iilak 1976 
21*'] rinse were familiar variations of the 
eteinal debate about change imposed from 
above and change sponging voluntaiily from 
the vrassroots 

I lie orthodox (or more aceuiately ‘reac 
tionisi') faction retained its staunch belief 
iti the need loi self help and in “Iheefficacy 
of the toice of moral persuasion and per 
sonaf (haiaeiei cil our preaching reformers 
and the leaders ol oui society” which would 
achieve moie and permanent benefits lot the 
society ban legislation Ol ..oereioii could 
I his was rigirded as the only true way lo 
work the iiiovenieni from within [Muhtada, 
October 12 1890 2) The thicc forces ol 
idiic. non persuasion and example are suf 
licicni to destroy supertiiion, and to place 
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society on an improved basis” [Mahmila, 
January 18. 189t:4]. 

The same sentiments surfaced later in Sir 
Thomas Munro’s deposition before a com¬ 
mittee of the House of Commons; “while 
sympathising strongly with social reform in 
India I have not seen any way to approve of 
the recent governmental interference with 
tiomestic life. I consider that given educa¬ 
tion and political freedom, such changes as 
the Hindu society needs, would be brought 
about by the communities themselves. 
England has as much to learn from India 
as she has to teach that country ...” 
[Mahmiia, September 6,1891; 3). Sir Cluules 
Bernard was reported to have “deprecated 
England’s action relative to child marriages 
in India”, believing that a remedy should be 
“attained by the people themselves, and 
...that natives of India should be allowed to 
work out their own social, commercial and 
political regeneration” [Mahratla, February 
14, 1891-4]. 

Some Indian enthusiasts of self-help, 
however, quickly discovered that this was 
easier said than done. A candid admission 
of disillusionment came from Daji Bhikaji 
Kharc, a Bombay lawyer who had ‘defected’ 
from the anti legislation lobby, that the 
society was incapable of initiating reform, 
that the protest against government 
interference was merely an argument to 
counter the reformers, and that ail reforms 
introduced thus fai had been some form of 
imposition trom the government and not the 
result of voluntaty action. The logical con¬ 
clusion was that the government’s leadership 
role should also be extended into social mat¬ 
ters [Indu-Prakash, October, 20, 1890:3). 
Predictably, considerable weight was lent to 
this argument by official British opinion. 
Including, among others, that of Sir William 
Hunter [Mahratta, October 19. 1890:11. 
Some Indian reformers phrased this dif¬ 
ferently, insisting that ‘reform from within’ 
was “a very sweet and tempting phra.se, but 
without any truth in it” and that a 'stimulant 
from without’ was required to activate the 
dormant society from within \lndu-Prokaih, 
March 3. 1891:3). 

The reformers had marshalled an array of 
arguments in support of legislation. Firstly, 
they exposed the.selectiveness of the anti- 
reformers’ protest—the latters’ vocal opposi¬ 
tion to the Consent legislation was ill- 
matched by then witling and even eager ac 
ceptance of government assistance in mat¬ 
ters of education, vocational training, 
municipal reforms, control of alcoholism 
and of pro.stitution, etc [Sudhamk, February 
17, 1890: 1; February 20, 1890:1). Second¬ 
ly, they insisted that the bill, far from being 
coercive itself, would remove coercion cur¬ 
rently practised on small boys and girls by 
their parents and guardians. Thus a law 
wlych granted freedom could not be regard¬ 
ed as a law of force and injustice [Sudhamk. 
February 10, 1890.1] Thirdly, to the anti- 
reformers' argument that cases of early com¬ 
pletion of mairiage were too rare to warrant 
legislation, the rcforfneis replied that cases 


of suicide were also rare but constituted ■ 
legal offence, and although the practice of 
‘sati’ had disappeared, the law aboli shing 
‘sati* had not been deleted. They further 
claimed that the Age of Consent Act was 
perhaps even more acutely needed than the 
Abolition of the Suttee Act, because the 
former concerned situations of greater coer¬ 
cion as well as sinful and beastly behaviour 
[Indu-Pnkash, July 21.1890:2]. FinaUy. the 
reformers justified the state’s right to in¬ 
terfere in family matters, on the ground that 
marriage was a social matter on par with 
other social relations An assault ^ a hus¬ 
band on his wife causing hurt was a 
punishable act whether or not it was done 
in the performance of his marital function. 
“The act is not self-relating. It has reference 
to another individual. Therefore a restraint 
upon it is not an interference with personal 
liberty, but protection of anothei person 
from harm” [tndu-Pmkash, January 12, 
1891; 4). The bill was seen as ‘a protective 
measure’ and “it is the function of the 
government to afford protection to any of 
its subjects who nuy ne^ protection” [Indu- 
Prakash, January 19, 1891:31. 

This ideological approach, raising wives, 
and women in general, from a subordinate 
status to that of equality with all oihei 
citirens, and therefore entitled to equal pro 
tection, was perhaps the most important 
contribution to the women’s cause. 

THI PROCLAMA7ION ARGUMLNI, OR 
RbLRiluN vs Law and Moralhy 

The anti-reform argument which the 
Bntish government itself was most vulnerable 
to was the Proclamation argument which 
challenged the very constitutional legitimacy 
of the bill. Queen Victoria’s Proclamation 
oi 1838 had guaranteed non-interference by 
the British government in the religious and 
social affairs of its Indian citizens: 

\^^ hold ourselves bound to the natives of 
our Indian lerntories by the same obligations 
of duty which bind us to all our other sub¬ 
jects ... Firmly relying ourselves oh the truth 
of Christianity, and acknowledging with 
graiiiude the solace of religion, we disclaim 
alike the right and the desire to impose our 
convictions on any of our subjects. We 
declare it to be our royal will and pleasure 
that none be in any wise favoured, none 
molested oi disquieted by reason of their 
religious faith or observance, but that all shall 
alike en|oy the equal and impartial protec 
tion of the law; and we do strictly charge and 
enjoin all those who may be in authority 
under us, that they abstain from all in¬ 
terference with the religious belief or worship 
of any ot our subjects on pain of our highest 
displeasure (cited in Indu-Pmkash, January 
19. 1891:3). 

As a key document in the debate, the Pro¬ 
clamation also, like the Hindu sacred books, 
was open to a variety of interpretations. 
Salient among them were the govcinment’s 
conflicting duties to refnin from religious 
interference but to provide protection. The 
government resolved the dilmma in favour 


of protection by cotmterpoising the conflict 
between religion and morality. 

The obvious orthodox charge was that the 
bill amounted to government interference in 
Hindu social and religious matters in con¬ 
travention to its own promises. This charge 
found support from an unexpected British 
quarter, though rather late in the day. 
Frederick Pincott, claimed that the new act 
would inflict an unjustifiable penalty upon 
“two hundred millions of innocent peeipie, 
living lives of purity before God and man, 
in obedience to the precepts of their religion, 
the commands of their law-givers, and the 
immemorial custom of their ancestors”: and 
that it would sweep away in a few weeks “the 
whole soaal fabric of one-sixth of the globe" 
[Mahraila, May 17, 1891:6). 

The reformers also accused the British 
government, of being too cautious and even 
cowardly about introducing reform through 
law, due to the constant awareness of its own 
alien status and fear of causing disaffection. 
Otherwise, it would have ended such 
“marital subjugation” long ago as had been 
done in the western countries [Sudhamk, 
hebruarv 10, 1890:2\. In fact, the reformers 
went further and, seemingly paradoxically, 
appealed to the government in the name of 
Christian principles to protect Indian girls 
of lender age Indu-Pmkash found it “a mat¬ 
ter of great regret that a government whidh 
calls itself Christian and boasts of its abili¬ 
ty to protect human freedom should tolerate 
such cases and not even provide a law to pre¬ 
vent them” (July 21. 1890 

Opinion in Britain was also split along the 
same lines, except that the British interven¬ 
tionists’ argument was tinged with the ‘white 
man’s burden’ ideology. Among the vocal 
supporters of the legislation were Cardinal 
Manning and Mrs Fawcett, both members 
of Malabari’s English Commtitee. Cardinal 
Manning claimed that the government could 
not be accused of religious interference 
because the customs in question were 
basically social in nature and not religious. 
“We are dealing with no matter of cons¬ 
cience but with only a social tradition con¬ 
trary to the law of nature, which is univer¬ 
sal and supreme". He envisioned the British 
government as charged with a mission in 
India, and entrusted with the righteous du¬ 
ty to use its unlimited power to stop ’bar¬ 
barous and injurious practices’, such as ‘sati’, 
female infanticide, and now, child marriage 
[Indu-Pmkash, December 22, 1890:3). 
Mrs Fawcett concurred that such practices 
had been prohibited by earlier legislation 
which had forced the ‘instinctive conscience’ 
of the western civilisation upon the Indians. 
This had become inevitable again because 
“ss- could not sanction in one part of the 
Queen's dominions what was treated as 
murder in another part of them. ...[A] 
government writes itself incompetent and 
untrustworthy that leaves the weak to be 
desifoyed by the strong, and the future 
mothers of the race to be sacrifleed physical¬ 
ly and mentally to one of the most per- 
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nicious customs that ever atrectrd a nation" 
\lndu-Pnkash, December 22, 1890 

Legal experts in India also underscored 
the government's obligations Telang held 
that It was “the bounden duty of the 
legislature” to pass the bill “in the interests 
of humanity and of the worldly progress of 
the communities committed to its charge, 
and for such a purpose as the present, to 
disregard, if need bk the Hindu 'shastras' 
T he Queen’s Proclamation neither can get 
rid of that duty nor does it even profess to 
do so The ‘shastras’ too neither can nor pro 
fess to stand in the way of the state’s doing 
the duty” [Indu Prakash, February 2, 
1891 3) Nulkar interpreted the Proclama 
non only to mean that the C hristian religion 
should not be imposed upon her majesty’s 
subjects, but that the Indian government 
remained under “the obligation to secure to 
all her majesty’s subjects in Indu the enjevj 
nient of equal and impartial protection of 
the law” \lndu Prakash, April II, IS9I 4] 

1 he closest scrutiny of the Proclamation 
argument came during the deliberations in 
the viceroy's council lord lansdowne 
justified the bill on the grounds that where 
religious practices were opposed to in 
dividual safety and public peace, and were 
“condemned by every system of law and 
morality in the world ii is religion and nol 
monilitv yhiih musigne hos’ and that the 
non essentials of religion lould be sacrific 
ed in the interests of morality as long as “the 
great fundamental principles of the religion 
concerned were nol disturbed ['tudharak 
March 2^ 1891 2 emphasis in the original] 

I AVS FnIOW tMI-NI AND 1 AW Slurs 

1 he perspectives on tfie Age of C onsent 
Bill were so dichoiumirus that the orthodox 
insisted upon it being a new British law caus 
ing unwaitanted intervention in Indian 
family matters, while the reformers 
presented it as a Brush amendment in the 
existing Biitish law which had alieady been 
imposed on Indian siKiety 

The ground had been prepared for this 
reformist jigument by Oidumal in a para 
phkt [reprinted in Gidumal 1889 281 8j 
summarising the provisions of the Indian 
Penal ( ode regarding the age of consent and 
compaiing them with those of the Lnglish 
C riminal law According to the l^nal ( ode 
the offence of rape was committed only 
when a husband had intercourse with his 
wife who was under 10 years of age with 
or without h'r consent and the offence was 
punishable with transportation for life ae 
cording to Section 376 No offence was com 
muted it the wife was 10 years old irrespec 
live of consent (Section 375) A person other 
than the husband, having intercourse with 
a girl who was 10 years old with her con 
sent, was nol punishable Finally a girl 
under 12 years of age was nol competent to 
consent to the commission ol any offence 
upon her or in respect of hci except that of 
rape or seduction (Section 90 and 375) Ac 
cording to English law, intercourse wiih a 


girl under 13, with or without her consent, 
was punishable with pi nal servitude for life, 
and intercourse with a giil over 13 and undci 
16 with Ol without her consent, was 
punishable with 10 years’ rigorous imprison 
mem Cndumal called this ‘a crying 
inequality’ 

The Mahraita promptly ictorted by saying 
that Section 90 of the Indian Penal Code 
may mat a girl under 12 as incapable of 
giving consent but marriage considerably 
affects the relations between the parties ’ and 
alters 'he moral standpoint altogether’, so 
that the question of rape docs not arise 
Also, a compaiison ol Indian and British 
laws was meaningless because the law can 
noi he identical in two countries which differ 
so much in their physical and moral condi 
lions and because the legal age limit at 
marriage foi girls in Britain was 12 
[lebruarv 3 1889 I 2| 

The validity ol the concept of ‘consent 
within marriage was a ctucial issue I he 
Mahraita i March 17 1889 4) cited a case 
which was decided in November 1888 bv the 
Qu cn s bench di\ ision of the high court in 
Britain where tudgi Pollock had observed 
that sexual communication between married 
persons is ‘by viituc of an irrevocable 
privilege confi tied once for all on the hus 
band at the time ol 'he marriage and not 
at all bv virtue ot consent given upon each 
at 1 of communication as is the cast between 
unmarried persons 1 he paper went on to 
add that accordiii). to the law in Britain 
( onsent or no consent a husband has i 
tight to the pel son of his wife and he tan 
be convicted if ai ill of hurt or grievous 
hurl It pointed out that the Indian Penal 
( ode was framed on the model of I nglish 
law with just sufficient alteration to suit 
Indian society bv selling 10 years as the 
minimum age limit I >r cohabitation in view 
ol the prevalence ol child marriage 
A challenge to the husband v total rights 
over his wife was perceived by the orthodox 
IS a loss of individual (male) freedom Thus 
ic ording to Kiriikir the new bill arnou itco 
to a loss of pcrsoinl freedom it means the 
aiitiihilation ol the Biitish libeitv which I 
consider is the gloiv of the British rule 
\Mjhraita Icbrunv 22 1891 4j I he 

Mahratta lollowed this line of thought 
I III tiler I he Urihmans wc know arc 

lighting for frccdcini md anv measiiie that 
places icstriclions upon the libtilics of anv 
body camicit be icccptablc to them In iiv 
ing to lemnve the ilitgcd iiicqualitits the 
amended bill c teat s new ones [March 1' 
1891 2j 1 he reformers dif'iosed of these and 
similar obicctions hv iski ig ‘ What hard 
ship docs a husban 1 suftii if he is asked lo 
put his marital lights in abeyance until the 
subject of his rights becomes physically fit 
lor the cnfoiirncnt’ \lndu Piaka^h 
lebruarv 16 I8‘ 3) 

Another obiaiiort'was that the bill placed 
husbands and sec uccrs in the same caicgoi v 
Ihc Mahratta [fcbiuary I 1891 7[ cited k 
Ghosh s letter to the Statesman of C alciitta 
in which he cl.mud that since there were 


rarely any cases of seduction in India, the 
legislation was “gratuitous and superfluous’’, 
while the section applicable to husbands was 
“obtrusive in the highest degree Then, we 
are utterly at a loss to understand from what 
standpoint—national, moral or legal—the 
lustful seducers of a guileless and yielding 
virgin, and the passionate husband of a lov¬ 
ing wife are to be placed under the same 
category and alike to be branded as a 
criminal ot the blackest dye" 

In sum, this faction was convinced that 
the bill had created a new offence The 
Hindu Patriot of Calcutta claimed that 
“ I he fact IS, the marriage sacrament is not 
complete, unless what is known as the con 
ceptual ceremony is performeo The bill, 
therefore strikes at the very root of the 
Hindu marriage law by limiting the age of 
consent to twelve” [Mahmlta, January 18, 
1891 5) 

The salient orthodox objections were 
prevented bv Mitter during the debate m the 
legislative council [Mahratta, lanuary 18, 
1891 6 7] (1) T he existing law was adequate 
for protecting girl brides (2) Puberty was a 
far more reliable criterion of physical 
maturity than a numerical age limit (3) The 
husband whose wife reached puoeity before 
the age of 12 was faced with tht lilemma 
as to whether to go to prison (for breaking 
the British law) or to go to hell (for violating 
Hindu sacred law) (4) If the husband was 
sentenced fot breaking the Briti h law and 
sent to prison oi transported loi life, it 
would lead to the almost civil death of a 
Hindu wife’ Thus “there is the hardship of 
the hw punishing the wife for the guilt ol 
her husband (5) I he law would enable the 
police to terrorise the people (6) Hostile 
relatives oi neighbours would exploit the law 
and lodge false complaints 

The reformers on their side, presented an 
entirely new perspective that the marriage 
ettemonv was not an unproblematic obser 
vance of sacred laws or age old customs into 
which Btitish law was interfering On the 
contrary matnage often led to incidents 
which called for legal protection because 
harm unjust harm most fatal harm is 
occasionally done to Hindu child wives by 
then hush inds piematurelv claiming to ex 
ercist so c died marital rights upon their 
persons [Indu Prakash lanuary 18 
1891 3) 

At Ihc thud social conference (Bombay, 
1889) the first nsolution centred primal ilv 
around tht discrepancy in the Penal Code 
regarding the age limit at which a girl may 
properly be treated as an adult woman In 
the Penal Code itself the general age of con 
sent was laid down at 12 (Section 90) the 
same was true in 'he case of assault (Sec 
lion 3^0) while in he case of certain of 
fences It was as high as 14 or 16 (Sections 
361 and 313) Pointing to these eontradic 
lions Ranade argued ‘I take my stand on 
the Penal C ode of the country, and on the 
giaviiv Ol otherwise of the several classes of 
offences and on this basis I contend that 
if tht consent ol a girl does not avail a man 
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who assault<i her or robs her or cheats her 
or kidnaps her, if she is below 12 in some 
cases, and below 14 oi 16 years in age in 
other eases, pan passu, it should not equal 
ly avail a stranger, or even a husband, when 
the offence is rape, and the girl is less than 
12 years old” [Ranade, 19IS 93 4] He con 
eluded by saying that the reformers did not 
go out of their way to seek the help of the 
law, but sought to amend the law which had 
already interfered detrimentally, and “to 
establish a desirable harmony betsveen the 
law and our roost approved practice" 
(Ranade, 191S 95] In fact, Ranade and other 
reformers conceded that 12 (the general age 
of consent in the Penal Code) was con 
sidered to be too low a limit outside the 
Hindu community and even within it, but 
left the question to the legislative authorities 

Sir Andrew Scoble, in introducing the Age 
of Consent Bill which was to raise the pro 
tected age for married as well as unmairicd 
girls, hastened to state at the outset that the 
bill created no new offence He also discuss 
ed the argument that the nature of the 
marital relations rendered it impossible for 
a man to commit a tape upon his own wile, 
because the carnal knowledge of the wile 
could not be unlawful m view oi the 
matrimonial consent which she had given 
He stressed that marital intercourse may in 
fact, be unlawful under certain circum 
stances, and the Penal C ode had therefore 
made provisions because "the check of the 
law may be necessary to restrain men from 
taking advantage of their marital right 
premalurcl) ’ He further maintained that 
the stale hid an unquestionable right and 
duty to interfere, "for the protection of any 
class of subjects, where a proved necessity 
exists for such interference” and stated that 
against this background the object of the 
bill was two fold to proicit female children 
from immature prostitution and from 
premature cohabitation \Mahratta January 
18, I&9I 5 6] 

Ultimately, the bill was enacted in March 
1891 and represented the first step towards 
protecting girl brides from physical assault 
I he complementary measure to protect girls 
from becoming girl bride's had to wait 
another tour decades when the minimum 
age at marriage lor girls and buys was fixed 
at 14 and 18, respectively by the ( liild Mat 
riage Restraint Act (or Sarda Ait) ol 1929 
which lame into etieii m 1930 [Rathbone 
19)4 4)j 

1 hi cntorcement of the Consent Act was 
anuthei thorny issue I irstly it was argued 
that It was difficult to ascertain a girl’s age 
given till faulty system of registration ol 
births and the fact that not all parents main 
taimd their children’s hoiosiopes Second 
ly a physnal examination of girls by medical 
diHiors sasconsidiieddistasicful Ihiidly 
a will (at any agi) was highly unlikilv to 
lodgi a iom|>laiiit oi testify against her hiis 
band loiiiihlv a iiightmaiish scinanu was 
painted m wimh tin point had the powtis 
to invade the bidioom F inally it w is claim 
cd that hostile ii latives or ncii hboiirs eouUI 


use this chance to make false allegations to 
settle personal scores The last two objec 
tions were disposed ol by the reformers by 
stressing the possibility of enacting certain 
provisions, such as making the offence non 
cognisable, and permitting bail in eases 
where the offence did not result in serious 
crimes (Ranade, I91S 102] 

The two most highly publicised law suits 
pertaining to the early completion of mar 
riage occurred in Bengal The first of these 
was the ‘Calcutta child-wife murder case’ of 

1889 (prior to the Consent Act), mentioned 
above The consistent tendency of the or 
ihodox faction (and of the judiciary) was to 
exoneiatc the husband concerned 1 hus the 
Mahralta, in its first report of the case, 
claimed that “It is ignorance that has much 
more to answer for in such cases than any 
violent desire to assert conjugal rights” (July 
6, 1890 11 Ihe paper went further and in 
sisted that a “pool innocent child has been 
literally murdered by her husband” only 
because her foolish parents “blindly yoked 
their tender girl to a man of thirty years The 
sin of her death will lie on their heads no 
doubt but It will also he on the society which 
sanctions such cruel sacrifice” (iuly 6, 

1890 4] Everybody except the ‘murderer 
husband’ himself seemed to be the culprit 

[ he husband was ultimately sentenced to 
only one year’s rigorous imprisonment for 
‘causing giievous hurt by a rash and 
negligent act’ (which, according to the 
Mahralta, proved the adequaev ol Ihe ex 
isting legal provisions) Admitting that the 
punishment was lenient, the papei cited the 
judge’s reasoning “However, it has to be 
borne m mind that the husband had no m 
tention ol hurting his wife He thought and 
right Iv so that he was entitled to make use 
of his wife for the gratification of his pas 
Sion Me belonged to a low class ol society 
and had not the fine sensibilities as well as 
the chivalrous instincts which generally save 
bcitei men from such deeds in spite of temp 
ta lions” (August 3,1890 4) The judge fur 
Iher explained that the husband was senteiic 
ed tor causing giievous hurt, because undei 
the existing law, the husband was not guilty 
of rape as the wife was over 10 years of age 
[Mahtaila August 10, 1890 2] 

In the second well publicised case of lune 
1891, also in Calcutta, ‘the first victim’ of 
the Age of ( onsent Act was a Muslim man 
of iboui20 charged with having caused th( 
death ol his wife, about 10 years old The 
husband contrived to be alone m the house 
with his wife one night assaulted her, and 
was hutiificd to see her biuiscd and 
disfigured body In a state of panic, he hang 
id her from the ceiling in order to stage a 
suicide The coroner s jury held that he had 
injured her and hanged her but at the same 
time added Ihe ndci that be was at that time 
so inflamed by passion as to be unable to 
understand that death would probably result 
Irom hanging” In the sessions court, the 
juiv found the husband not guilty of 
murder I he judge disagreed and sent the 
cast to the high court Here some members 


Of the court held that (he husband was« 
that time in such a mental state that he miidit 
not have realised what he was doing Out of 
deference to this opinion, the sentence was 
reduced to transportation for life [Mahmtta, 
June 14 1891 2] 

At Ihe same time, the orthodox faction 
continued to reiterate the fear of the new act 
being abused This fear was realised, accor¬ 
ding to the Mahralta, In the first case filed 
in Pune under the act in November 1891 It 
was suspected to be a false allegation by the 
wife’s relatives, motivated by monetary con 
siderations, and the husband concerned was 
sent to jail allegedly on insufficient evidence 
[November 8,1891 ), November 15,1891 4] 
\ crop of similar cases continued to be 
reported in Bengal and elsewhere 

IV 

Political RepercuasionH 

In the socio political climate of the clos 
mg decade of the 19th century, one sure way 
of marginalising women’s issues was to 
politicise them The debate over the relative 
priority and the guiding principles ol social 
or political reform was already raging, 
especially between Telang and T ilak in the 
Bombay Presidency The opponents ol 
reform appealed to patriotic sentiments for 
mobilising resistance on grounds of foreign 
interference in religion, while the reformers 
delinked the twp issues and advised their 
‘educated countrymen' not to be swayed by 
such misleading appeals ‘let no thoughts 
of pseudo patriotism weigh upon their 
minds, and induce them to appear to believe 
a creed which from conviction they have 
discarded” [Indu Prakash, February 2, 
1891 3| 

While Ihe equation of political reform 
with siKial orthodoxy was in Ihe process of 
being established, the anti reformers’ Pro 
clamation argument was also a thinly veil 
ed threat that government interference— 
which, moreover, involved a breach of royal 
promise—would not be passively tolerated 
This potential ly rebellious threat was but 
tressed bv open allegations that the govern 
ment itself was, directly or indirectly en 
couraging its Indian officials to demand the 
Age of Consent legislation so as to legitimise 
Its own intervention Ihe Hindu Patriot 
claimed thai Telang in Bombay and 
Satyendranath Tagore in C alcutta had been 
allowed to take part in Ihe support agitation 
with impunity, while the ‘pandits’ of the 
Calcutta Sanskrit College had been pro 
hibited from joining the protest agitation, 
and Ihe Amnl Bazar Patnka of Calcutta and 
the Mahralta ol Pune also echoed the chaige 
of collusion, which was vehemently denied 
with evidence by the reformers [Indu 
Prakash, March 30, 1891 )] 

I he fear that the new legislation would 
have unlorcsecn political repercussions was 
shared also by British opinion in India and 
in Britain Piiicoit’s paper opposing reform 
was favourably received by several news 
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papers in Britain. uatiK Evening News and 
Post (Apnl 19,1891) warned that the "most 
serious blow to be struck at our rule in the 
East in the near futuif ’ will probably be 
delivered “by the hands of Englishmen ac 
ting under the stimulus of a fraudulently 
manufactured public opinion [r]he 
passage of the Act would be a crime and a 
blunder ot the first magnitude and would 
give a sharper blow to the stability of our 
Indian Empire than can be dealt by a dozen 
small wars” and a hundred petty uprisings 
[Mahratia, July 26, 1891 8] 

However, there svere clear limits to gestures 
of rebellion, sedition being a senous offence 
Al the fifth social conference (held at 
Nagpur in December 1891). G S Khaparde 
admitted in hts presidential address that he 
had opposed the bill on the grounds that 
social reform should originate within the 
society and not be imposed from without, 
but also insisted that “now that the bill is 
law, It IS wrong to fight against it To throw 
dirt at It now is, in my opinion, little short 
ol—from one point of view —sedition” 
|('hintamam, 1901 143) 

In fact, a few months earlier the Bengal 
paper the Bangabau had been prosecuted 
tor criticising the Age of Consent Act in 
articles published in its issues of March ?8 
May 16 and June 6 According to the report 
in the Mahratta [August 16, 1891 3 S], one 
ol the offending paragiaphs in translation 
as read in court said ‘ li the English rulci 
wishes, he can deprive us ol our property 
insult our lamilics, give them trouble and 
can obstruct us in the cxeicise ot out 
religion, usages and obseivancts The 
1 ngl'sh vicerov, governoi geneial 
Ixtnsdowne Bahadur, the other day, in ih' 
legislative unincii in outspoken voice loudly 
with swelling bosom proclaimed this very 
matter* Other articles were entitled ‘Ihe 
Revealed form ot the English Ruler’ and 'An 
Outspoken Policy Is the Best lor Uncivilis 
ed Person’ This report m the Mahratta itself 
was an exeaise in tight tope walking Its 
criticism of the government action as ‘un 
wise and ill advised’ was balanced by it en 
comium foi ‘ the liberal minded and high 
souled statesman at the head of Govern 
ment, brought up in the glorious tradition 
ot a free and outspoken press at home” At 
the same time, the paper carefully stressed 
the generally known and intensely bitter 
anti act reaction in Bengal, and the belief 
of Its people that “the act would interfere 
with the sa<.redness of marital relations on 
which the whole fabric of Indian society ' 
or that of any other society rests [August 16 
1891 4] 

On the one hand, the anti refoimcrs 
claimed that the government had inttodue 
ed the act under pressure from the British 
pro reform opinion which had been misled 
by Indian reformers, and wanted social 
isssues to be kept in abeyance while pro 
moting political reform On the other hand 
the Indian reformers expressed an equal and 
opposite reaction, making political reform 
contingent upon social reform AO Hume, 
the ‘bather of the Congress’, declared that 

A ..... < t 


he assumed that the large majority of the 
Congress party supported the bill, “were it 
otherwise, he would wash his hands off the 
Congress”, and advised the opponents to 
desist from such discreditable conduct \ln(lu 
Prakash, February 2, 1891 4] Prof Selby 
issued a svarning that the protest against Iht 
bill by educated people was suicidal and 
would have adverse political consequences, 
while According to Rev Evans, “this Age ol 
Consent Bill opposition by so many of the 
educated people of Bengal will hurl back the 
Congress movement a century” \Jndu 
Pruhash,htbT\iaty 16, 1891 3J 
While the day was won ^ the social 
reformers who rejoiced in the passage ot the 
Age of Consent Act in 1891, the days and 
years to come were claimed by the cham 
pions of political leform who succeeded in 
stalling further social change I he C onsent 
Act ensured legal protection for girl brides, 
and the related lontroversy introduced a 
mote humane perspective on their condition 
but Its tall out was that the cause of women’s 
ctnanupaiion was relegated to the 
backgiound o\ i the next lew decades 

Notes 

[I his anicle is an oil sh<K>l of tht research done 
lot a paper prescnlid at the fourth Intel 
national Conlerenet on Maharashtra Culture 
and Society on the theme ‘Images ol Women 
and the hemimne m Maharashtra held al 
Aiirona Stale Lnivirsily on Apnl 6 8 1991 
While the conferince paper focused on the 
peispcctives on women and was confined to the 
Maharashtra region (see kosambi 1991 in the 
relerences below) the paseni article has a wider 
scope It aims al a cross regional coveiage of 
the intciielatcd sociil religious legal and 
political issues j 

1 1 he bill was apphi able also to unmarried 
girls bul llu coniiosersy disregarded them 
and cuii,.eniraiea only un married girls 
flence the locu ol this essay on girl brides 

2 The proposed bill impacted upon the 
Hindus inosi sliongly although it was lo 
apply 10 all other religious eummumlies 
also, many ot which had adopted the tfindu 
practice ol eaiK marriage We have 
iherclore concentiaied on ihe Hindu con 
troveisy only 

f What IS reviewed hen is not the debrte 
regarding i hild marriage //er se, bul only 
that poition ot it which was inteitwined 
with the question ol early consummation 
ol marriage It may be mentioned a> this 
juncture that predictably siriel adheience 
to these practices on leligiou'- giounds was 
contined mainlv ic lb upper castes 

4 lor a detailed discussion of the ancieni 
Hindu tests aid the nature ol Hindu 
patriarchy, see Mies (1980! 

5 This coneuirec with the British view that 
the wife’s ‘cc nseni was implicit in a mar 
riage The poi it of divergence between the 
two perspectives was the fixing of an ap 
propriate minimum age limit lor eohabita 
lion and Id mariiage ilsell 

6 A more elaborate treatment of this aspect 
in the conitM of Maharashtra .s given in 
kosambi |t98h| 

7 By Mahaiashtn is meatu tht Marathi 


speaking region which was then fragmented 
into parts of the Bombay presidency, the 
central provinces and Berar, and the 
Hyderabad state The chief reason for OIM- 
centrating on Maharashtra is the author's 
familiarity leadership and the Sudharak 
and thi hidu Prakash which were socialiy 
progrtssivi and poliiicallv liberal, associated 
rispcctively with Agaikar and Ranade 
However all these papers published fre* 
quent reports of events in other parts of the 
country and also cited extracts from other 
papers either in English original or in 
translation 

8 1 he Parsis were Ihe descendants of Ptnian 
lefugees who had settled in Gujarat from 
the 8ih ccntuiy onward and adopted many 
local customs while retaining their 
/oroastrian religion They flourished as a 
successful and progressive community 
especially from the 17th century onward 
under Hiitish patronage, and migrated in 
great numbers to Bombay aty 

9 In the words of the Mahratta, the appeal 
was ‘ a missile from the Malaban camp, and 
Mr Ranade is credited to be its author" 
[October^ 1890 6] Wymen themselves re- 
mamed, bv and laige, invisible in this en¬ 
tire controversy as they did .n debating 
other measiiies designed for then emancijw 
tion This aspect has been gi attention 
in Kosambi [1988 and 1991] 

10 Iilak had presented an advanced reform 
programme befon the Tuisibag meeting, bul 
reversed his stand during the meeting Later, 
at an informal meeting with the reformers, 
ht recapitulated his position again Repor 
ling this, the Jndu PrakasH lommented 

Hr IS an earnest sincere man, whatever 
mav he said of his consistency” [November 
17 1890 4] Similarly Indii Prakash mourn¬ 
ed the change in Madhav Rao that “It is 
nut possible to leconcile Sir Madhavrao^s 
present pronouncements with the views he 
expressed a few years ago except on ihe 
grounds ot loss of intellectual power” due 
to ‘ advancing age* [December IS, 1890 3] 

I ht ir paths, however were to diverge per 
ma nently suoq thereafter 

11 All quotations marked with an asterisk are 
translated by the present author from the 
Marathi original 

12 This panicnlar debate acquired asrunonious 
overtones Bhandaikar. in his final reply to 
Tilak, commented “1 have been carrying 
on literary controversies since 18<>4 bul 
nevei did I hitherto meet with an opponent 
who treated me with such studied dis¬ 
courtesy as Mr Tilak has been doing” 
\Sudharak, lebruary 23, 1891 2] 

17 Ihc general tendency of the Marathi and 
Anglo Marathi press was to dissociate 
M iharashtra from this practice which was 
believed to prevail largely, if not exclusively 
in Bengal i-i ywever, a case had been 
reported iwc vea'v eat her in Bombay, 
involving a 47 year uid man charged with 
assaulting hiv seven or eight years old wife 
wlio made an unsueccsstul aitempi ai 
siiuide Both were biought before the 
magistrate who declared his incapacity to 
pioicct the child It was further revealed m 
court that the girl s father had agreed to this 
mai riage on the promise of receiving a 
monihiv sum of Rs 20 from the man The 
tndu Prakuih [April 29, 1889 3| published 

1861 



a public appeal by R Raghunath Rao of 
Madras, based on this incident, and also 
wrote a Marathi editorial entitled ‘1 he Slave 
Trade m India’ [May 6, 1889] 

14 By political reformers are meant those who 
gave political reform priority over social 
reform Tilak who belonged to this 
category, however, insisted that it was 
demonstrably not the feeble condition of 
the Hindus but their divisiveness which 
facilitated British political expansion 
[AesarcMiruary 9,1892, reprinted in Tilak, 
1976 2W] 
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New Industrial Policy 

Questions of Efficient Growth and Social Objectives 

I C Sandrsani 

India’s industrial policy and planning have had a mix of economic and m'lal objectives The economic objective 
IS growth and the socud objectives have been located in the sphere of encouragement of small industry, promotion 
of regional balance, prevention of concentration, etc What is there in the New Industrial Policy Statement to 
further these social objectives^ Arising out of the response to this question is a supplementary question. How 
otherwise are the social objectives proposed to be promoted? 


THE New Industrial Policy (NIP) was tabi 
ed in parliament on July 24,1991 The NIP 
purports to raise industnal efficiency to the 
international level and, mainly through it, 
accelerate industrial growth What are the 
sources of increase in efficiency and produc 
tion, as could be gleaned from the NIP^ This 
question is answered in Section II 
India’s industrial policy and planning has 
a tmx of eccHiomic and social objectives 1 he 
economic objective is growth and social ob 
jectives are in the spheres of small industry, 
regional balance, concentration, etc What 
IS there for the latter in the NIPt Arising 
out of our response to this question is a sup 
plementary question How otherwise will 
social objective he piomotedt Discussion ol 
two questions is aitempicd in Section HI 
Befoic, however we take up these ques 
lions a bncf account ol the main poims ol 
the NIP IS in order and is pn st nii d n ihi 
following section 

i 

Industrial Poliej 

The NIP leluics to industrial liceiisinj 
policy foitign investment foreign iciliiui 
logy agreitnents public >ecU>i police and 
Monopolies and Restrictive Iiade Practices 
(MRFP) Act Since the NIP is scrv lecciii 
and IS widelv publiriscd as also because ol 
limited space, we take it that the reader is 
lamiliar with the baste objectives of these 
policies, and the considerations which 'ave 
necessitated changes in the e'xisimg provi 
sions in these areas So this ground is not 
covered here However, in ordei to enable the 
reader to appreciate fulls our response to 
these questions, we piesent here, somewhat 
tersely, the main features of the NIP 
Industrial licensing is abolished tor all 
projects except for a limited number of in 
dustnes related to seeunty and strategic con 
cerns, social reasons, hazardous chemicals, 
environmental reasons and luxury consump 
lion goods The number of such industries 
IS eighteen ' The licensing provisions would 
not apply to small scale units manulactur 
mg any of the above items reserved for e\ 
elusive production in small scale seetoi 
In projects where imported capital goixis 
are required, automatic deaianee will be 
given in cases where foreign exchange 
availability is ensured through foreign cquits 
and if value (CIF) of imported capital goods 
IS less than per cent of total value of plant 


and equipment subject to a ceiling ol Rs 2 
crore 

In locations other than cities of moie than 
I million population, there will be no le 
quirement of obtaining industrial approvals 
from the cciutal government except lot the 
industries subject lo compulsory licensing 
In respect ol biggei cities (of more than 
I million) non polluting industries like elec 
tronies, printing etc will be permuted to be 
located outside kms of the periphcials 

The mandatory eotivertibiliiv clause will 
not be applicable toi term loans liom the 
financial insniutions for new projects 

Kroad banding will be permuted to the 
existing units it it is done without additional 
imesimeiu Similarlv the exemption from 
licensing will apply to all substantial expan 
Sion of existing uriiN 

Xpproval will It liven ol diicit lorcigii 
instsimenl tq l s| pci tent foreign tqiiily 
in high piiorily 11 Jiisliies withoul any hot 
lltn ck Such I inici will hi given it 
loiiign iquilv c VC1 the lorcign exchange 
riquiicmiiit toi im| oricd cap lal gwids Ihi 
luinibti ol suih piioiiiy industiies is 14 
Olhti lortign equity prtiposals incliidiiig 
piopt sals inyolvnic ‘'I pci c nl foicit n cqui 
ly ehieh ell) nil nut I this ciileiii will 
howivi lequire [iitu IcaialUe loieigii 
equity piope'stls iieeel not neccssiiily be ic 
coinpaiiie I by Itiriii’ii le hnolois 
agrccin nl 

loprovidt I s 10 Intel nalional markets 
majoiity ti n len kjii tv holdmi, up lo i| pii 
cent will bt ill w d ( r trading companies 
ptitnaiily in t t I ii txports 

Aspteiiliinp d boaid wiP be cin 
stiiuted to 111(0 I eiih a lumber ol large 
inteinaiionil lirn and appiove direct 
foreign invcsinKiii in sehet areas 

Automatic pti'iiission will be given loi 
foreign technoloiy agicements in the high 
prion'y 14 iiidustiics referad to above up 
to a lump sum pivint" ol Rs 1 eroic S pir 
eciit royalty on dome ii tales and H ,hi cent 
for exports subjtc to total payments ol S 
per cent of s des (os 11 a 10 year period from 
the date ot apitinieni ot seven years trom 
eommencem it ol piodueiion) loi other 
mdustiies atit iitiic peimission will be 
given il no liec loieign exchange is aquiied 
for inv payments 

loi hiiing iiitcign teihnicians and toi 
foieign leslint ol indigenously developed 
Itchnologies ni pcimission will be 
necessary 


The number of industries reserved for 
public sector is eight ’ There is no bar in 
opening these areas tor the private sector 

Ciovernment will review the existing port 
folio ol public investment Although the in¬ 
dustries for this rcwiew aa not identified by 
produit, the characteristics arc specified 
They include industiies based on low 
technology, small scale and non strategic 
areas inefficient and unproductive areas, 
areas with low or ml social considerations 
and areas when piivatc sector is sufficient 
Iv developed Although it is not specified, 
enterprises from such industri s nay well be 
subject to closuics liquidation rehabilita 
non or full part privatisation ii ownership/ 
management 

Attempts will be made to mike tlie public 
sector that will then remain r ore cfticient 
III various wavs I here will be greater com 
mitnieni ol the govcinmem to make public 
set toi eiitcipriscs in the re eive category 
more growth oriented and dyiiamie frelaiivc 
to other public sector enterprises) The sick 
enterprises will be referred lo the Board ol 
Industrial and financial Recoiistiuction 
flilf K) or some such body to be thought 
ol toi formulation ot rchabilitation/revival 
paekaac with due regard lo the interests ol 
workers A pail ol the government’s 
shareholding will be divested in favour of 
mutual funds linancial inslilutions workers 
and general public The boards ol public 
sector eiiterprisis would be made more pro 
lessional and given greati r autonomy There 
will be greater thrust on performance im 
provemeiu through Memoranda ol I nder 
standing (VlOU) svsteiii and lo facihtate a 
lullei monitoring MOUs will be tabled in 
parliament 

1 he MR! P act will be amen led lo it movi 
the thieshold limits ol assets in respect ol 
MRIP companies and dominant under 
I ikiiigs I his ihniinates the lequiremcni ol 
pn VI appioval ol the central government lor 
expulsion islibhshmenl of new under 
laiing mtifcCi tic and lor appointment 
of cei t iin dirce i 'i 1 he pros isions regaidmu 
restiiciions on aiqu siiion ind transfer of 
shaics will be incorporated in the companies 

<1 I 

f mphasis will now bt placed on lonirol 
Imp and regulaliiq monopolistic restiictiye 
and unf 111 trade practice' loi this the 
MR! P act will be suit ibly amended and the 
MRIP eoimnissioiis powers iiieicascd 


'B 
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II 

Kffiri(‘nc> and (vnmth 

The ihanges ouilined dbuvc purport to 
rat&e efficiency and aicelcraie production of 
industry What an the souites tor the same' 

These changes seek to seise ihis obicctisc 
in five different ways I list, a number of 
changes m industrial licensing policy, toicieii 
insestmunl, foreign technolcigv agiccmeiiti 
and MRl H act aie such as do awav with ihc 
prior clearance of the government In such 
cases, project time and, therefore, protect 
cost will be reduced This will free the 
material and human resources lor inoic pm 
ductive uses than for cultivating contacts 
with petsons w ith power and influem c to get 
such clearances 1 hus, the input cost per unit 
of output in the protiosals which aic treed 
from prior clearance rc'giiitemcnis will go 
down and thus ctficicncv will be increased 

Second, the changes in icspcd ol loieign 
investment and foreign Icchiiologv agiec 
ments are also designed to attract capital 
technology, and marketing and manaperi.il 
expcitisc liom abroad I his will lead to 
additions ol scaicc rcsouiics in iht Indian 
ecouoniv Inasmuch as these icsoiiiccs ai< 
also more eflicieni mdustiial production 
will increase both thtoiigh highci producti 
vity ol these lesoimcc as W'cll as ihiougti 
then additioiiahiy 

Third, some changes ‘uch a‘ icgards 
public secior may incicasc the allocaiivt 
efficiency ( onsidci loi example the pro 
posal to reduce the tiiimbci ot liuluaiies 
reserved foi public seitoi lo tight Ironi 17 
listed in Schedule A ot the Indusiiial l\ihc> 
Resolution, I9‘<6 (IHK) I he opening ol the 
nine industries lor the prnaic sictot is in a 
way an opening lor tin sccioi wlinh has 
given, by and large, a bettei account ol itscll 
Closures liquidations oi rehabilitation ot 
the sick/ weak public secior enterprises that 
mav follow from ific recommendations ot 
the BIf K or some such oitici body to be 
thought of. woutd also Irec the lesouices lor 
the other, more productise uses Similaih, 
privatisation may make lot unproved clli 
ciency of the public sector, through it bemg 
subjected to Ihc sttKk maikct ciiscipltnc 

Foutth, othei measures in this ,nea such 
as purposeful lormulation and tmpicmen 
tation ot MOL' and its monitoring, pioles 
sionalisation and gicatei autonomy may bt 
expected to impiose the pcrioiniancc ol the 
entciprises that will remain in the public 
sector 

t-illli, gicatci c-mphasis on controlling ami 
regulating monopolistic restrictive and tin 
fair Irade practices and the strengthening of 
the poweiv ol the MRIP conimiscioii will 
curb anti-competitive behaviour ol In ms m 
the monopolistic, oligopolistic and ineltec 
lively competiiive markets and thus pioinote 
competition and Ihiough it ctluicncy 

The question ot efficiency and giowih 
may be examinc'd fuithci by lefciring to two 
cases one very recent and the other a bit 
distant 


The 1991 92 budget of the government of 
India has proposed reduction in deprecia 
non allowance permissible to the corporate 
sector from i to 2S per cent and an in 
cicase III corporate tax from 40 to 45 per 
cent ft also raised .excise duties on a large 
number of industrial products And vet, the 
stock maikets have been booming since then 
All explanation suggested here is that the 
bcaiish tendency ol the budget was counter 
vailed by ilic libcialisation policies and pro 
ceduics ot the NIP which also was annuunc 
cd on the day ol the budget, yielding to a 
boom in stock markc‘ts 

The second letcrence relates to the in 
dusiiial giowih espcrieiice ol Ihc period 
since the late 1970s which has witnessed a 
high rate ot giowth ot industrial production 
ot K per cent pet annum in a sustained wav 
I his period also witnessed a large iiumbei 
ol liberalising changes in policies and pro 
ccdurcs attcciine industry Thus, loi exam 
pie, the indiisiiial policv of 1975 idcntilicd 
high prioiilv areas where iiivcslnitnls liom 
largt industrial houses and lorcigii com 
p.tnit s were petniitled I he indusliial policv 
ol 1980 emphd' sed the need ol promoiiiig 
compciition in domestic market, techno 
logical iifigradation, c*\porls and loicign m 
vcstnicni III high uchnulogy areas In 1985 
ind I9W). lo subset vc these and telaled ob 
Icciivis a numbei ol [Kilicy and pioo dural 
changes wcic iiiti(>du<.ed f iiially, in 1990 tht 
goviinnicnt aniiuumed (urther libeialisa 
non III icspeci ol hetnang and loicigii in 
vislineiil uul in ilic dclinilioii vil situill 
indnstiv 

Ilih (icriod also wiliicssid lihualisalion 
ol policies and iiroccdiiies in oilui die is is 
welt tiadc, linanct, tiscal policy tii. Also 
ilk shall ol pinatc invtslnicm rilaln< lo 
public invcstincnl has incicased in our live 
vear plan'I ' 

Although these changes ol policies and 
proceduies cannot be quanlitalivcK rtlaicd 
lo the high Idle ot industiial giowih ol iho 
peiiod they suiely seem to have placed a 
maioi role in contributing to (hai grciwih 
T he explanations ofleicd bv two pc iccpiivr 
analysis ol Ihc giowth expciicmc ot this 
t>eiicHl include importanlly the liberalisation 
policies piiisucd dining this pciioil 

I bus Ihc logic ol the NIP, the icspo'lsc 
ol Mckk maikcls lo it and the expeticncc ol 
liberalisation all lead us to believi that the 
NIP along with liberalisations in othii 
areas pave the way (oi incicascdcllicicncy 
and higher tales ot gti wih in a sustaieed 
way. ol Ilic c'idcr c'l say, lb per cent pci 
annum during the medium tciin flowcvei 
in the very shoti iiin as tht economic agent'' 
will be busy making adiustnicnis to these 
changes giowth may slow clown 

A final point hcloie we turn to the second 
question in ihc lollowing section (. hange is 
immanent in growth and development, and 
It IS tacilitdiccl il economic agents directls 
responsible loi piomotmg growth and elfi 
ciencv have the required Mcxihilily to deal 
with the emerging challenges and oppor 
tunnies While recent liberalisations have 


made for considerable flexibihty m a number 
of areas, flexibility in the field of employ¬ 
ment and industrial relations, especially in 
the organised sector of secondary and 
tertiary activity, hardly exists or exists 
minimalls If we wish to capitalise further 
on the gams from flexibility emerging from 
othet areas, some serious thought needs to 
be given to tins area 

Ot late, employment growth has slac¬ 
kened The NIP makes many jobs in 
gosci nment departmenis/corporations 
icdundant ^ This may also happen in in¬ 
dustry, and that many workers may not be 
iiccaed in the same old jobs T hese workers 
c.'nnoi be left uncared tor 

One wav IS to provide reasonable compen 
sation lo the workeis who have lost or aie 
ptonc to lose ihrii |obs The other, though 
not ihe aliemaiivc, way is to rehabilitate such 
woikers bv placing iheni in new jobs in the 
c'litcipiISC' industries and locations that arc 
giciwing So a piogrammcol rehabilitation 
toi such workeis thiough transmission of 
inloimation on expanding activities, retrain 
mg them loi the new skills that may he re 
quned in the expanding cnlciprises and in 
dustius and giving them hardship 
allowances (or moving to new areas—is 
needed I his progiaminc may be landed by 
industry woikeis trade unions, and central/ 
state governnu ms, and mas be administered 
and monitored bv a board with membership 
drawn miong otheis, from the funding 
agencies In this connection, the revcnt ex 
pcneikt of some I uropcaii countries which 
have had icliabilitation experience of 
workeis wliO had lost ot were prone to lose 
I heir jobs m declining industries may be 
caicftills analvsid and appiopiiaic lessons 
diawn lor loimulating out policies 

Ill 

Nx'iai Objeotivr-u 

Wc iHsw look at Ihe social objectives Ol 
indusliial policy ahd planning enunciated in 
the IPK and Ihe five vcai plans in ihe con 
icxi ol the NIP 

Included in these objective* are greater 
emphasis on public vectot relative to private 
secioi and faster expansion of basic and key 
good industries than of other industries, 
pievcntion of concentration of economic 
IHiwer m private hands, regional balance and 
piomoiion of small mdustiy 

It must be confessed that there is precious 
little in the NIP to subserve these objectives 
In fact in the short run, Ihc NIP will go 
cy'uniei to these objectives 1 hus, for exam¬ 
ple, the reduction in the numbei of industries 
reserved for the public vectoi, and closutes^ 
iquidations and proposed privatisation of 
some public sector cnierpriscs reduce the 
aica ol public scs.toi Moreover, to Ihe extent 
that the publiv sectoi is mostly in the basic 
and key industries, the lessened importance 
ol the public sector will also slow down Ihe 
giowth ol basic and key goods industries 

Ihe amendment ol the MRTP act to 
remove Ihe threshold limits of assets in 
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respect of MRTP companies runs counter 
to the objective of prevention of concrntia 
tion of etoiiomiL power iii private hands 

Also, liberalisation of licensing polaics 
and proiedurrs in regaid to the loLJtion of 
projects reinforces the allraclion of the 
already developed regions, and tlius goes 
against the regional balance objective 

tmally, the NIP package unleashes a 
strong dose of competitive forces as regards 
licensing, loietgn investment, foreign 
technology agreements, public sector and the 
MRFP act All these cannot but atfect the 
existing, mostly less advanlageousis placed, 
small scale sector adversely Howevci, it 
needs to be added that the NIP has piomis 
ed that a package for the small and tins 
scctois of the industry will be announced 
shoiily A final view on this sector must 
thcrcfoic be detcried till then 

i he shoil answer to out second c)uestion, 
name Is. what iv lhc*rt o the NIPI’ loi social 
objectives, is, to put it no more sironglv by 
and large, little 

Arising out of this response is a supple 
mentarv question How othciwisc will siKial 
obicHlives be piomcned iii luliiic’ Nkc ansaci 
this question kisuielv ictcrrinir to tlic 
developments in industiial policy and pei 
loimance on e< onomic .tiid social obicctices 
since iIk calls day < of plaiiniiij. 

It needs U> be stated at the outset llial oui 
ob|(iiivcs arc \ iiiecl and muiualh cunllic 
ling, and inU'i sr piloriiics arc noi lyccilicd 
One iniplii.ition ol this is thai anvtiiiiig i im 
dlwass be di Unclict o' lUMilud in turn > c'f 
one 1)1 lilt othei obietlive thus Pi 
example, till lot a'lon ot .> large plant in .in 
indtisltiillv blcfwaicl ii< i bv (vers laigc 
plicate lonipanv < an b< i oinmendc I < > d't 
basis ol the obieciicc ol icdiicini' dispaiiiit' 
III lh< disltibnlioii »t iiidu'liial it It Us t ill 
..an bt cull "'cl on the gioiind nl .iictii 
lualiii) coin iilialion ot Ccoiiiini'c powii in 
piivatc liaiids .o also on ilic cioiind i I 
sl.tckcning iiidiistiial giowih iin view ol pi 
cmpiioii ol some iisouiccs toi iincsinuiii 
III intiasiMiclute in the bai I want iiiawlicii 
beic’tt ol H. instead ol investing ilu ni bi tiv 
III mamilactuiing) 

ll will perhaps nol be soiionsh di.pii'cd 
lhal on papci whili al' obicciiccs ha.i 
icccivcd equal cmphasi llio tu'lioul the la 1 
40 wars, in placin' ■’ o ilu ..oiioniic 
objci tivc ot lapid indusinal gi.iwtii (coupled 
with speciut emphasis on basii and luacc 
industries and on Ilicir producluin in (uiblic 
scctoi, the latter two until tccciulv) wlmh 
has been pursued molt sigoioiislc than 
other obiectives I he implicaiiou ot tin 
position IS lhal in case ol conllicl among 
these objecliccs, tlu quesiicn) ol pnoiiiv ha 
been settled in lavoui ol these objectivo 
1 his seems to be spiciallv true leu a lati'c 
part of the planning period except tor a briel 
interlude ot lour or live vcais bei'iiuung 
1%9 So at the govcrnmeni leci I, the oh|i c 
live of rapid inclustiial gic'wlh can be siid 
to have reigned supreme and othci Obici 
lives to have got low pnoiily Hus poiiu o 
argued in detail elsewhere.' bv rclerring lo 


the alIcKation ol outlays in plans and to the 
adoption ol various leiiislaiivc and other 
measures to promoti iliesc objectives and 
will, tlieictoic nol beat repetition here 

The last 40 ciais have seen a rule o( in 
dusirial giowih o' about 6 pei cent pci 
annum And ilu pcrtormance on other 
social, low piioiuc obieclivfs duiing this 
period has, in genual been in the dueclions 
eviKci ol Ilu iibiuiiccs Industrial pioduc 
tion ll IS been gic.ulc discisilied, secloi wise 
and III Oisiis wise modern small iiidiisiiv 
has ciiii (ed a> a maioi sector to reckon 
with, III' I stale di panties as also ini'a state 
dispaiuics in mdu'lriallv developed stales, 
htcve iiariowcd and conccntiation ol 
economic power n private hands hasdeclin 
ccl Ihcic IS no doubt that the spccilic 
IKtlicies and nicasuus on behalf ul the soclal 
objectives h.ivi |)lavcd a lok in pioducing 
these results tJiii die moie significani role 
mas b.ive been placul by high etowlh itscll 
thiough Us pcicolilion cliccis fi thismlci 
pielaliori is accc|)tui, the lolc ot indusinal 
grc'wili as ,1 prc'pdlii cil social obiectiscs 
con,es in its own iij.hi ' 

1 he incssdt'c ol die above discusvion is 
lhat inasma.li .i, the NIP is giowih 
picymoiing iiiainlv tluoiigh improvemeni in 
cllicieiicv ol I'i'hi.'rial pioduclion, even as 
It contains link to puimoie social objectives 

II mav be ixptcicd ccinluallv to subscivi 
almosi all ot the social (ihjeciives as wr-ll (as 
the piccethng giowih pionioting policies and 
nic.'Uiics 'lacc di lu l cXccpI in icj ard h' (tic 
ob|ccti\c ol ll III [ msion ol (he puhli. 
sccloi rcl Ui> I ( "call SI dor 

l\ 

( oiK'liision 

I Ul ills the ci'ii liisioils and lomc 
pcculaluu. 

II IS well known 'nai there ts a lime lag 
helween cliaiiei ol jnihcy and Us percolilion 

III piodiictioii Polk I have to be tollciwccl 
b\ nu tsuic'- uid foili have to be ap 
picciaiicl III the lulu spirit and lollowcd u|i 
bv iiu'slnuiii decisions iiivestmeiits and 
luodiicliuii be ihi uouoi'iic .igents lo sci/c 
litt oppoiluniMi. it lowii Lij) bv tin c hanges 
111 VII cc ol this dll uu 'his |ieiiocl ot adiusi 
iliciil sac ol 'DC )' icc I ccai. pioduclioil 
mac nol c'lilc nol '('■pond jiosiiic.lv to the 
NIP but ll m.i) c I low doiui Hiil atlci 
lhal piinicl on he Ic'i'lc ol the NIP 
elaboiaicJ uni n Ilu expiiumcc ol 
pricKills libciaiisni) | olicies outlined, in this 
p ipt I mchisiiul f lowth mav lie evpevtcd lo 
acvckraic m \ siisia nc i' ,innet outpacing 
the ligurt of h ptr un m the 19g(b And 
Ihisgiowili aloiu' cuti policievto ptomote 
social of'icctiMs cci'l ilso reinforce the 
tendencies of mi iioccd peticirmancc on 
almost all ol ih oli|u.ii\<s exccpi in the 
spheie ot public ilKh 

Hie spcculaiun ulUc, lo itii role and 
lespciiisc ol giicunriki.' al tlie centre and the 
iiiing niimstcis lo 'In economic policy 
changes evpccHllc diuiiig the last dex adc 
and a hall Ihiiini this p lod the ecotiomic 


poiiacs and procedures have been increas¬ 
ingly liberalised, and simplilied, and the 
country has been governed at the cenlre by 
dilletciu political paities, and the govern- 
m< nts ot tliesc parties have been headed by 
a number of piimc ministers I his period 
witnessed the ( ongtess(l) l*ariy government 
ihiicc, and ihc lanaia Parly, the National 
I rout and the Samaiwadi Party governments 
once each, and these goveinments have been 
headed bv seven ptime mimslers Which 
pel haps underline the diminished role of 
ideologies of parties and governments and 
of the personal inclinations of prime 
ministers to these ideologies One is incim 
cd to guess that these changes were designed 
on pragmatic considerations to adjust to or 
accelerate the developments ol scale, techno¬ 
logy and taste that have been taking place 
ail over the world from which India could 
not have lemained immune The collapse of 
faith in ihe communist system of thought 
and the adoption ot the market oriented 
policies in almosi all communist countries 
ol the well Id and the desiie of these coun¬ 
tries lo break av*ay Irom the earlier 
autarkical policies and to integrate their 
economies with the economies o*' 'he rest of 
the woild especially with the idvanced 
capitalist couiitiies, is also a n > ,'mem of 
the same kind as the one seen above in the 
Indian context 


Notes 

|lhis unde was prepared helore 'heannounce 
mcni ol the new polic'x lor the small scale sector 
which the author proposes lo cover in a further 
iiolc I 

I The th industries loi which indusinal been 
sing IS .ompulsorv are (I) coal and hgniic, 
(2) peiroleuin (othei than crude) and its 
distillalion products, (T) distillation and 
browing ul akohohe drinks, (4) sugar, 
(xj animal fats and oils, <6) cigars and 
cigarettes ul tobacco and manufactured 
lobacco siihslitutcs (7) asbestos and 
asbestos based products, (8) plywood, 
decorative vencerv and other wood based 
prodiiit vuch as particle board, medium 
density fibie hoard, block boaid, (9) raw 
hides and skins leather, chamois leather and 
paleni kaihei (1(1) tanned oi dressed 
kirskins (II) niolcii cars (12) paper and 
ncwspriin except bagasse based units, 
(H) elecrionic aerospace and detencr equip 
meni all ivpes, (14) industrial explosives 
including detonating (use, sately fuse, gun 
powder, niirocellulnse and matches, 
(H) hazardous chemicals, (16) drugs and 
pharmaceuticals (according lo drug policv), 
(17) rnieriainmei l electronic (V('Rs, colour 
TVs, (O piayc’s, tape recorders), and 
IIK) while goods 'domestic relrigeralors, 
domestic dishwashing machines, piogram 
mablc domestic washing machines, micro 
w ivc ovens aiiconditionei') 

A, of June 1989, indusinal licensing was 

I ompulsorv lot 27 industries Ol these, only 

II leniain in the ahocc hsi, namely, numbers 
I. 3. 4 t 8, 9 II. 13. Hand 15 Seven 
new iiulustiies (which weie not theie in the 


Economic and Kifiiiral Weekly Auriki 3 to looi 


1871 



above 27 named against numbers 2, 6, iO, 
12, 16, 17 and 18) are added by the present 
change 

On the other hand, 16 of the 27 industries 
do not figure in new list These are (I) ten 
tiles, (2) milk foods, etc, (3) matches, 
(4) siitting/confectionery of photo-scnsitised 
matenal for jumbo rolls, (S) telecommunica 
tion equipment, etc, (6) computer pen 
pherals, (7) micro-processor based industrial 
control instrumentation system, and eight to 
16 different types of metal based products 
relating to nine industries 

2 The 34 industries lor Si per cent foreign 
equity approval and aulomaiK approval of 
foreign technology agreements ait (I) metal 
lurgical iiidiisiries (2) boilers and steam 
generating plants, (3) primi movers (oihci 
than eleeliiial generators), (4) clectiical 
equipment, (3) transportation (6) industrial 
machinery, (f) machine tools, etc (8) agn 
cultural machincrv (9) earth moving 
machinery (10) industrial insiiiiments 

(11) scientific and clcctio medical m 
strumenis and laboratoiv equipment 

(12) nitrogenous and phosphatic lertiliscis 

(13) chemicals (other than 'cililiscis) 

(14) drugs and pharmacciiticals (IS) papti 
and pulp including paper ptoducis and in 
dustnal laminates, (16) automobile tiies and 
lubes, (17) plate glass, (18) cetamics 
(19) cement products, (20) high lechnologv 
reproduction and multiplication equipment, 
(21) carbon and carbon products, (22) pie 
tensioned high pressure R( ( pipes, 
(23) lubber machinery (24) printing 
machinery, (2S) welding elecliodes oiticr 
than those for welding mild steel, (26) in 
dustnal synthetic diamonds, (27) photo 
synthesis improvers, (2b) extraction and 
upgrading of minot oils, (29) pa labticated 
building material, (30) sova pioducis 
(31) certified high yielding hsbnd seeds and 
synthetic seeds etc, (32) all food processing 
industries othei than milk food mailed 
foods and Hour, but excluding tin items 
reserved for small scale sector (33) all items 
of packaging lor loud processing indusiiic‘ 
excluding the items icseisej for small scale 
sector, and (34) hotels and tourism (dated 
indusitv 

A number of products arc sivecilicd under 
almost all of the above 34 industries which 
for want ot space arc not included here, and 
the list IS resiritied to naming the 30 broad 
industry groups 

3 The eight industries tescived lor the pubic 
secloi aie (I) aims and amnutnilion and 
allied Items of defence equipment dciciicc 
aiaralt and warships (2) atomic cnorgv 
(3) coal and lignuc, (4) mineral oils (3| mm 
ingol iron oic, manganese cue chronic cut 
gypsum, sulphur gold and diamond 
(6) mining ol copper lead /me tin 
molybdenum and svollaim C') minerals 
specified in the schedule lo ihc Aluiitic 
I neigy (coniiul ut piodiiciioti and use) 
Older 1933 and (b) railway iranspoil 

It may be lec ailed dial the Indusirial I’olicx 
Resolution 1936 had ibrcc catcgoiics ot 
industry Schedule A <17 Industrie , icscrscci 
for public secioi) Schedule H (12 indiistiies 
where private sccii'r was expected lo sup 
plement (he efioit ul the state) and olhci in 
dusttics left foi the private sector 


Of the 17 industries of Schedule A, only 
the above eight remain ip the reserve 
category The nine industries left out are 
(I) iron and steel, (2) heavy casting and foig 
ing ot, iron and steel, (3) heavy plant and 
machinery, (4) heavy electrical plant and 
machinery, (S) aircraft, (6) air transport, 
(7) ship budding, (K) lelephonts and 
telephone cable and related products, and 
(9) generation and distribution of electricity 

4 f onsider, (or example, these statistics Private 
investment as a proportion of total invest 
ment in our five year plans has been rising 
from 36 to 39 and 43 lo 48 per cent in the 
fourth, the tifth, the sixth and the seventh 
plans (enirt lot Monitoring Indian 
Iconoms The I iheralnalion Proiess, 
Bombay 1986. Table 2 2, p 17 

5 Sec Islicr ludge Ahluwalia lndu\lnat 
(iiimfh in India Siagnalitm unu iht Mid 
Siw/ev Delhi 1983 and The Role of Policy 
in Industrial Dc'velopmcnt' in P R Brahma 
iianda and \ R Panchamukhi (ed) The 
Di\ilopnnnl Process of I hi Indian 
Uonotm Delhi 1987 Also. R Nagaraj 
Indusirial Ciiowtii Fuilher I sidencc and 
lowards nn I splanation and Issues’, 
Ixonomn and Mdiiat HeekI, Bonibav 


October 13, 1990. 

6 India Tbday, New Delhi, July 31. 1991, has 
given the following numbers of the persons 
employed in some government departments/ 
corporations concerned with foreign trade 
Chief Controller of Imports and Exports 
3,000, Diiectorate General of Supplies and 
Disposals 4,500, State IVading Corporation 
and Metals Trading Corporation 6,000; and 
Directorate General of Technical Develop 
ment 1,100 It is clear that with liberalisation 
ol external trade, a very laige number of jobs 
from these organisations become redunttani 
Similarly, liberalisation of industrial policies 
and procedures and other liberalisations will 
also make a number of jobs m other govern 
ment departmenis/corporaiions also 
redundant 

7 J ( Sandesara, Small Scale Industrialisa¬ 
tion The Indian t xpenence’, Eionomicand 
Pnlitual Weekly, Bombay, March 26, 1988, 
especially Section I 

8 Tor statistical evidence and its interpieiation 
on the points made in this para, reference is 
invited lo I C Sandesara. Indian Indus 
Irialisalion since Independence Tendencies, 
Interpreiaiions and Issues, Sage Publications, 
New Delhi, (lorthcoming) 


TAX DEDUCTORS/ 
TAXPAYERS 


With effect from 26 2 91 Form 16B has 
been prescribed for TDS Certificates in 
respect of the following 

• Interest othei than interest on 
securities 

• Winnings from lotteries cross word 
puzzles and horse races 

• Payments to (ontractors or 
sub-contractors 

• Paymento to non resident sportsmen 
and sports associations 

• Other sums (J/s 195 

• Income of Foreign Companies referred 
to in Section 196A (2) 

For the convenience of the tax deductors/ 
taxpayefs use of old FORM No. 16 
in lieu ut form 16B has been permitted till 
31 12.91. 


INCOME TAX DEPARTMENT 
Oirectoiate of Income-tax 
(R.S PAPA.) 

Mayur Bhawan 

New Delhi da*p 91/252 
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Role of Public and Private Sectors in India’s 

Development 

Selected Simulations from a Macroeconometric Model 

Kalyan Kaipuria 
Raj(><«h IVIt'hta 

The authors'analysis shorn that the present discussion in the country on the role of the public and private 
sectors in the economy is misplaced While the public sec tor needs reforms, the possibilities of substitution by 
the private sec tor are extremely limited tinen the stuftc and the structure of the economy The strategy of their 
complementary roles in promoting the growth of the eionomv remains valid While there is scope for improving 
the production function of both the sectors, the channels and instruments of increasing the role of the private 
sector in the non agricultural sector need careful consideiation tf changes are not to lead to crises of growth and 
balance of payments 


I 

Intnidurtion 

im ■purpose of this paper is to diseiiss the 
effects of different options, broimhi out in 
terms of specific scenarios of cfiaiif’c in the 
mfc of public and private scs tois, in the liftht 
of the past performance and iicns apparent 
limits of tlic public sector discussed iii 
Section II I he emphasis of analysis is on 
thi i|uantitativ( liamccvork ol tlie i coiiomv 
at macro levd lor which specific and leaM 
bic scenario need to be considered I bus 
Section III eoccis spccifii scenarios ol 
ehaiittc in the icilcsot the publii and private 
sectors I Ik niacio cconomctiic model 
adopted anJ the results ol simulition ol 
sccriaiiOi with the model aic di ciiisid in 
Section l\ On itic basis ol the abovi, ccr 
tain issucsaic laisccl in Section V whicliarv 
loi discussion bv lh< policv maUisol both 
the public and till plicate sectors and sex lets 
at liti’c loi (I'lurc iieispcclices 

II 

Kint'rgiii^ Ktiios <if I'uhlir and 
l*ri>aU‘ Sorters and \ppmach to 
\nai>sis 

Public sector in a developing economy like 
India has a ciilieal role in building up basic 
infrastructure and the core industrial base 
That this sectoi should alwavs be in the 
lore front to >cad is a neccssitc (.iven our 
social and economic stiucturc that public 
sector can continue to plav a dominant role 
without geneiuiing surpluses tor its dc“velop 
ment is, however, an ideoleiKical livation of 
mind 

But. at the same lime, piivaiisatioii in the 
United Kingdom and other countries, and 
recent developments in socialist Furopc, with 
oft-(|uoted glasnost and perestroika (and now 
uskornie or acceleration’, which is a far cry 
so far) should not lead us to advocate across 
the board graduation ol the role ol the 
public sector and loosening ol the planning 
methansim We should not lose sight ol the 
achievements ol a welfare state in the UK 


and the lemoval ol povcriv and assurance 
of eniplovment iiid niiiiimum Ic’vel of living 
III Socialist I mope compared to the conti 
nmiig povettv, vcis low pci capita incomes 
.iiid! uge open mil disgiiiscxl unemployment 

III Ifle cOUIItIV 

The share ol the public sector m total 
(il)l’ (1989 W) at I'ss than 10 per cent 
nie’aiisihal Indian ec< nomv is predominant 
Is private. th.u itc share in investment hovers 
aiouiid 4S pci ..cut im ms that the public 
sector IS ciitieal loi i lowth ' 

f he shaie ol oiitpiii of state owned (cen 
tral and sub nation il govetnment) enter 
prises III (iI>P vaiie widely among coun 
tries The shire p I'le iici in total investment 
and .iceounteel loi mot than 20 per cent m 
|i of the 19 devciopiiii' countries selected for 
I study In lieiima \t ric/uela and Zambia, 
their thaic ol total investment was more than 
halt 111 1984 In cast ol India,' the hare m 
inciusinal emtput weiiksoul to about 10 per 
citit while that in total invested capital of 
industry wotks out to imicli higher than half 
('!2 *> i>ct cent) 

In respect ol sceloi wise production as 
lablc I show' the public sector rema'ns 
doniiiiaiii in steiois like fuel, metals, 
nitrogenous leiiiliscis and communicaiitin 
eetuipiiiciit I hese aic the sectors wherein 
(lublie owmrsfiip is liigli (mote than lO per 
cent) III main otliei countiics, developed 
(eg \usiiu fiance lialv, Portugal and 
Sweden) and divelopmi (e g, Kra/il. (iliana, 
Pakistan Tuiusia and /ambia)'' 

I III leilcol the piilihc acloi ill achieving 
import substitution ui niaior sectors/ 
pioeliicts since Ihi I list Plan, shown in 
lanli 2, needs to be iccot’niscd 

W hat IS mipoit ml to no < lor the present 
discussion IS that puf'l invc-stment is based 
on significant budi’ciarv support, substan 
t al draft on inivaie household and foreign 
s.ivmgs and may no be conducive to an cl 
licicnt and subsiai d growth process m the 
countiy The share ol the public sectoi m 
eioss savings at les than 10 pei cent and net 
savings being subsiaiuiallv negative imply 
critical problem o' icsoiirec mobilisation loi 
fu iiic mowili 


While several high level groups within 
govc rimieiit have gone into the above pro 
blem and certain measures have been taken, 
It IS reegonised that substantially is already 
under doubt from both, though telated, 
resource and efficiency angles As an altei- 
native, what is suggested is not only reform 
but change m the role of the pubii sector 
in favour ol the piivate sector 
But the suggested change could mean dif 
leicnt options including partial dismvest 
mem, transfer ol ownership to private sector, 
transfer of management to private profes 
sionals and setting new units only in private 
sector The'se may involve crucial choices 
Thus the changes need to be discussed in the 
light of socio economic benefits and cost to 
the economy as a whole m the medium term, 
if not m the very long run, keeping m view 
the basic objectives of the economy The 
ejucslion can also be laised whether the 
piivaie sector is prepared to share the m 
cicased responsibility m an agreeable opera 
tional policy framework The question also 
IS what would be us sources of Imancmg’’ 
Options, of course, include reform in 
public sector Presently, there are 244 central 
public enterprises with total investment ol 
Rs 99,111 crorc (1989-90), but their profits 
aggregate Rs 1,782 crore only Out ol 244, 
111 ate profit making (profits Rs 1,741 
crore), 98 arc loss making (loss Rs 1,919 
cioic) and |1 are no profit no-loss It is 
found that a ' pci cent impiovement in the 
physical pel loimance means increase in pro 
Illso! Rs 1 (KlOerore I urthermorc, increased 
ellicieiicv III loss making enterprises may 
ictch Rs I 100 1 lore C ertaiii (xylics measures 
have been under wav in this regaid as the 
issue ha', been examined by various formal 
groups set up by the government T hese can 
go on But what is generally suggested is that 
public sector needs to be cut in si/e, exposed 
to coni|)eiition and ask.cd to yield returns to 
sustain IIS iiucial role in future in certain 
areas including public utilities ' 

IMiai arc the real possibilities and what 
ate the implications ol change m India need 
careful examination m the macro-context 
This IS attempted m the following sections 
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throuKh scenario formulation and their 
simulation with a macro econometric model 
to ha\e comparative advantage ot consisten 
c'V and magniiudcv m results 

HI 

S*“lerU*il hronarios for Simulation 

< onsidcnng ih( vaiuuts suggestions atloai 
for cli.iiigc in ihc lolcs ol puhtic/private 
seclois, III rest pel ol change in ownciship, 
sccior ot opcraiioii and linaiicing, ilic 
following scenarios aie selected lor Simula 
tion 

(A) Reduced level and shaic ol public invest 
nieiil, I e, crowding out ol public sectoi 
(bs 2^ pel cent) This could be done 
through certain nieasiiies including 
liccving of all boncvwiiigs 

The reduced level ol public sector itiscst 
mcnl and thus its share in total invcsimeiit 
IS examined to sec how it alicct' given the 
obsersed behavioural ulaiionships ol the 
economs, and the giowth pmeess and to 
ehc*ck il there is a real possibiliiv ol piicali 
sector crowding in this is a niaim scetiatio 
lor anaivsis to sec thai anv udiKtion in 
public scctoi insestment docs not biini> 
down the momentum ol overall luowth at 
the piescnl low levels ol pci capita iiicoiiic 

(B) lncicaseinthc shaieol piivatesccioi in 
non aeiicultuial evonomv on the 
margin, as pait ol Plan pioieciioiis ol 
mvestment and toreign iiillows 

Ciiven the tad that agiiciiliuic is alicadv 
in the piivait scdoi, this sccn.iiio aims lo 
check it nicieascd role ol private sector le.ids 
to disloition III the giowlh pioeess and, on 
the margin, in the non agrit iilliiral seetoi, 
including intiastiuctiirc, inUasible level ol 


imports and other foreign exchange 
expenditure 

(C) Increase iii the share ol piisatc sector 
through substantial increase m toreign 
direct (piivate) investment (I Dl) inflows, 
III the non agricultural sector 

Thff aim in this scenaiio building and 
simulation is to examine the role ot me reased 
foreign investment flows in the private sec 
lor in the non agricultuial sedoi and ils 
cconuniv wide impact I he level ol toreign 
investment assumed is US $ I billion 
aiinuall) 

(()) Privatisation iii terms ol tiansici ol 
substantial assets ot public sectoi in non 
agricultural sector to Ihc piivale scdoi 

I his scciidiu) examines the effect ol 
disinvestment ot equity of the public cnlei 
prises in lavour of private sctior, asviiming 
that the means devised lo iniplemcm this 
would be acceptable to the govcirimeui and 
ilic piivaie invcsiois, and that this will ab 
sold the govc’iiimeiii ol the rcsponsibilits 
ol uicrcMsiiig hudgetaiv siippoit cverv veai 
Ml the t.icc ol substantial liscal dclicii, 
.iiid Ol increasing hoitowings lliiougli bonds 
iioiMial (II pci cent inicicst) and tax tiec 
(') pd .ciu uitet si) bv public enterprises, 
liven iIk piohicin ol mil so encouraging 
grovvih ol inlcinal resources 

IV 

rh«' Model iiiid K«‘sulls ol 
Sjiniilalioii of ^renarios 

Ihc loiilis picsenicd <n thi pap'i ate 
based on a macio econometric model loi 
India developed bv Mehta and Sinha ' I he 
^llnc\urc gives the model s[)ecilicalion I he 


model has emphasis Inter alia of three 
aspects, (i) external trade, (it) public sector, 
and (ill) economic liberalisation The model 
consists ol 44 equations ol which 21 are 
behavioural iqnationv which have been 
categori'^d in six sub sets, vi/, (a) expen- 
dituie (b) production, (c) public sector, 

(d) trade, (e) money and prices, and 

(e) loodgrams 

The total number ol variables in the 
model Is 81 I he paianicters of each equa i 
tioii have been estimated using data for the 
^period 19^1 S2 to I9SS 86 The figures are 
at 1970 71 prices The salient features of the 
mixIcT, which have been incorporated for the 
first lime in macro-econumetric modelling 
lie India, aie (i) the disaggregation of the 
publii sector by the lype of sectors and dil- 
lereiii categoiies (administrative; department 
and non departmental undenakings), (it) the 
role ot credit, and (in) the asymmetiic im 
pad ol custom tarills on impiirt prices 

Ihc vicdibiliiv ol the estimated 
ttamewoik was checked helore the Simula 
non results wire obtained Since the 
parameters ol the estimated model might 
have changed during the ex fHM sample 
pc nods, the validiis ol the model was also 
checked loi the pciiod 1986 88 The Simula 
lion results have been earned out by a 
dvnamic inter active vimulaiion priKedure 

It should be noted that the prevent model 
IS cxplorators in nature and requires furihei 
lefinemttii in formulation, estimation and 
simiilaiioii in ihe context of privatisation 
It calls lor improvenicnt iii its specification 
bv iiKOipoialing disaggregate s.’clors lor 
domestic cxteinal demand by public and 
piivati sedois tor dilteteni industrial 
groups, and labour block 
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2 Puui Meta! 
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6 SI 
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14 r** 
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6 28 
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7 00 
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(I) Muiiiiniiiiii 1 
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|iv) /me 
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4 tenilhin 

III Niliogeiions 
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do 
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A/orev a includes CIL/SCCL/IISCO IISCO/DVC, b Includes Smgareni Cotlieries, c Includes Gujarat production, d Includes production 
of tngois/com ast billets by electric are furnace units, e Includes production of secondary producers, i e, mini-sleel plants and ic-rollers 
Sou/xr Bureau of Public tnterpnses, Publu Inierprues Survey, various issues 
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Hue to thu n«aon, simulation for all tht 
scenanos mentKHwd m the last section could 
not be attempted satisfactonly The results 
for three scenanos for which the model 
could be simulated are reported in Ihble 1 
along with the base solution In what follows 
these arc bnefly discussed 
Scenario A Decline m the level of public sec 
tor investment 1^ 25 per cent, from Rs 5,307 
crore to Rs 4,027 crore 43 3 per cent of 
Rs 9,300 crore, leads to decline m private 
sector investment level by 10 per cent, that 
IS, to reduced crowding>in effect A 2S per 
cent decline in the public sector investment 
leads to decline in the private sectoi invest 
ment by 10 per cent In the changed sc< nat lo 
the share of public investment in baseline 
scenario is 43 3 per tent Heme iht dscliin. 
in total investment is 20 pei cent Similar 
results have been obtained cai lici also in cii 
tain studies Tht above dtdine in public 
sector and thus private sector iiivcstniciii 
leads to decline in national output bv I t per 
cent whii h is not an insignificant lesiili In 
a developing couiiiiv like India ans tiends 
of declining ial< ol investmtiii sic lU i 
welcome because thev would lead to uii 
welcome recessions in th< ccononis lurthci 
more it wa^ found that this cc nano leads 
to the lowcnni, ot dtluit linancing but i 
list in prices bv 4 per lent i' the result dm 
to demand factois 

Stinano 4/ In this scciiaiio tlic decline in 
public sector investment is imp ised on the 
non agrii uttiirc scctoi onlv I he ie>ults ol 
this seen 1110 aie not dilleunt from that it 
thelasi scinirio f'lc Icciini in iiivcsinuni 


and output levels from the base solution is 
prominent in only non-agriculture sector 
What IS notable is that the decline in the level 
of consumption expenditure is not so signi¬ 
ficant as in the last scenario 
Scenario D In this scenario the impact of 
increase in private sector investment due to 
foreign direct investment (FDI) flows arc 
examined I he maioi limitations of the 
model in regard lo this scenario need to be 
noted f irstly thal the model being short 
run does not i ikt into account the impact 
ol profit iransfr is which may lake place over 


the period Secondly, the model does nut 
consider the economic unpaci of FDI on 
domestic investment What the Rsuhs,gn«i 
the hmitations, show is that llds Mcoario 
leads to increase in the GDP levri b} 2 par 
cent, and increase in per capita persopal 
disposal income by 15 per cent 1^ tbew 
are accompanied increase in the leveb of 
prices as well as amount of trade deficit. 
Total imports increase by 33 per cent com¬ 
pared to the base level scenano and the in¬ 
crease in exports being negligible, leads to 
the increase in trade deficit by 25 per cent 
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Atoies Total supplies - production i imports espoilv N ^/^^llt.lhlc () Means net export 
• Variation over col 5 
** wri retinery throughput 

*•* Import as percentage ol gross investment in niailiineiv md equipment m real lerips 

(a) 1970 71 base up to Piflh Plan and 

(b) 1980-81 base lor subsequent period 

Source Compiled from issues ol Annual Plait' (Planning f ommivsion), tconomK Survey (Ministry ol I inance), and Annual Keporo of the 
concerned mmisirtes/deparimcnis 
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? he end of another successful financial year Showing a spectacular Rs 200 crores increase in deposits With a 
growth rate of over 28% Phenomenal when compa'ed to the national average of 137% A year in which profits grew 
by as much as 175% And Capital & Reserves appreciated by 46% 

Federal Bank presents the financial facts of 1990-91 A reflection of committed endeavour towards better banking 
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_ Annexure _ 

A Macroeconomftric model or India 


The estimated model by Mehta and Sinha (1989) including its sub sets of equations along with the definitional identities is given below. The 
model hat been deliberately restncted to a moderate size so that its causal networks can be seen clearly, and simulations can be undertaken 
with alternative values of exogenous variables Its general equilibrium impact multipliers, if derived, can be used for evaluating consequences 
of different policies 

Each equation has been estimated separately using OLS method I he negative numerical subscript in parentheses refers to the order of lag, 
and figures beneath the coeffiiients and within parentheses are i values The sample consists of 34 years' data 
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The following is an alphabetical list of the endogenous vanables, exogenous variables and dummy variables appearing in the model. 
Unless otherwise indicated, all monetary variables are crores rupees, and stock variables are at the end of last financial year. 


Endogenous Vanables 

CONS 

Private final consumption 
expenditure 

DF 

Consumption of 
foodgrains 

DEFG 

Deficit finance of govern 
ment budget 

GDPA 

Gross domestic product in 
agriculture sector at FC 

GDPNA 

Gross domestic product in 
non-agriculture sector at 

FC 

GOVT 

Government expenditure 
on goods and services 

GNPF 

Gross national product at 
FC 

INV 

Gross investment 

INVA 

Gross investment in 
agriculture 

INVNA 

Gross invesment in 
non agriculture 

INVGD 

Investment in general 
government (i e, admini 
stration and departmental 
enterprises) 

INVPA 

Gross investment in 
private sector agriculture 

INVPNA 

Gross investment in 
private sector 
non agriculture 

INVOAD 

Gross investment in public 
sector in agriculture 
departmental undertaking 

INVONA 

Gross investment in public 
sector, non agriculture 

INVGNAD 

Gross investment in public 
sector in non agncultuti 
departmental 
undertakings 

k 

total capital stock 

KA 

Capital stock in 
agriculture 

KNA 

C apital stock in 
non agiiculture 

MDUI 

Total receipt Irom custom 
duties (imports) 

MFQ 

Quantity of ic<odgrains 
imports (million tonnes) 

MFV 

Value of imports ol 
foodgrains 

MNFML 

Value ol imports othci 
than foodgrains Irom 
market economics 

Ml 

Ibtal imports 

MR 

Total monetary resources 
at current puces 

MS 

Total monetary supply at 
current price 

OCRO 

Other revenues, i c, 
income from entrepreneur 
ship and property 

OTAXI 

Other indirect taxes ex 
eluding import duties 
collections 


Pf 

Index number of 
wholesale price ol 
foodgrains (1970-71 ° 

100) 

Pn. 

Unit value index of the 
imports (1970-71 = 100) 

P, 

Index number of unit 
value of exports (1970 71 
- 100) 

P, 

Index of implicit price 
deflator of GDP (1970 71 
- 100) 

Qi 

Net production of 
foodgrains (million 
tonnes) 

RfcV 

Total revenue receipts ot 
government 

SAVfj 

Saving of generaLgovern 
ment (administration -) 
departmental enterprises) 

SF 

lolai availability ot food 
grains net ol imports (mn 
tonnes) 

SIM 

Total availability, ot 
ioiidgrains (millioii 
tonnes) 

IA\D 

TJirc t taxes 

TAXI 

lotal indirect taxes 

\I 

Total exports 

XIMI 

lotal exports to tin 
market economic 

VNNI’ 

Net national piodiicl at 

I( 

YPD 

Piisoiial disposable 
income 

Exogenous Variables 

AIDRS 

PI 480 ind otlui lid 

BR(i 

Net borrowings ot the 
government 

CR(.B 

t rcdit to the public sector 
bv banks 

CRPB 

( icdit to the private sect u 
bv banks 

CRPA 

loial credit to the 
agricul'urc stcio- 

CSl 

< hangc III stocks ol 

loodgrains 

DLPA 

Depreciation in the 
agiiculture sector 

1 XRl 

Rs pel US S 

lAlJ 

loiiigit lid Utilised (net ol 
PI 480) 

GAS 

Ciross aiea sown (thou 
sand hectares) 

GASP 

Ciioss area sown undet 
toodgratns (thousand 
hictaies) 

INVfiAND 

(iruss investment in public 
sector in agriculture, 
non departmental 
enterprises 


INVGNAND Gross investment In public 



sector m non-agncuhuRv 

non-depaitmental 

undertakings. 

LNA 

Ibtal labour force in non- 
agnculture (million) 

MNFSC 

Value of imports other 
than foodgrains from cen¬ 
trally planned economies. 

NPOP 

Total population (crore) 

NIA 

Net income from abro^ 

OEXG 

Other government expen¬ 
diture such as current 
transfers to other sectors 
mainly education, 
calamities, etc. 


Administrative price index 

Pn,. 

Index of import price of 
foodgrains (1970 71 
- 100) 

Ppric 

Procurement price 
index for wheat 
(1970 71 100) 

P, 

Unit value index ot 
exports of competitive 
countries (i e, non oil 
developing couniries) 

P. 

Cicneial price index of 
customer countries 
(1970 71 100) - 

weighted average of maioi 
inipoitcrs 

SlIBA 

(lovi subsidies to 
agriculture vector 

SI BNA 

Govt subsidies to non 
agriculture sector 

IASS 

lotal assets inclusive of 
liquid assets 

11) 

1 iiiit deposits at curicni 
prices 

IRK 

Xverage tariff rates for 
imports 

xrsc 

lotal exports to centrally 
planned economies 

YIAR 

laiget value of domestic 
income 

Y 

Index ol GNP at F< of 
cusiomei countiics at con 
slant prices 

(1970 ■'1 100)- weighted 
ivcr igc ot major 
iiiipoiicis 

/I 

iiiigatio'i ratio 
(loodgrains only) 


Dummy Vanables, etc. 

Dummy vanables for 
structural change 1975 
onwards 

**oroi Average price of the 

imported foodgrains in the 
base period, i e, 1970-71. 
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V 

Certain Issues 

Our anai^iS shows that the present 
discussion in the country on the relative role 
of public and private sectors in the economy 
IS misplaced While the public sector needs 
reforms, the possibilities of substitution by 
private sector may be extremely limited given 
the stage and the structure of the economy 
The strategy ol their complementary roles 
in promoting growth of the economy re 
mains valid There is scope for improving 
the production function of both the sectors 
Furthermore, the channels and instruments 
of increasing the role ol the private scctoi 
in the non-agriculiural sector need careliil 
consideration as changes must not lead to 
crises of growth and balance of payments 

The following mcuor issues can be laiscd 
Without substantial change in the relative 
roles of public and private scs-tors. what con 
Crete measures need consideration loi 
reform’ How to design luiurc developmciii 
planning which combines their roles loi rais 
mg efficiency and growth’ What should be 
the changes in the sedoial emphasis to 
achieve the above obiectivts. keeping in view 
that both the sectors need to grow in har 
mony and at the same time prosidt siippoii 
for the accepted obicetues ol achiesiug 
faster growth maximum emplovmtni 
generation and long term sell reliance 

A number ol issues arise in itspcct ol 
financing Whetliei public scctoi has icalls 
crowded out the piivatt sector m the recent 
past given its obseivcd icalisaiion ol capital 
market financing is tmanctal deregulation 
a pre requisite lor increased role oi piivatc 
enterprises m material sector' Furthermore, 
given the constrained conventional mllows 
from abroad, how to combine domestic and 
toreign Financing to minimise future balance 
of payments liabilities 

The issues raised above based on a macro 


level quantitative exercise may be compared 
with certain non issues being raised in the 
discussion of the kind based on qualitative 
and micro level thinking 

iNoU's 

[This paper has been prepared in the authors’ 
personal capacity and the views expressed here 
may not be those ol their organisations | 

1 It may be ot mtciisi to note that as much 
as about 14 per tent of CiDP is allocated 
as public sectoi tmilas, among the ministries/ 
departments and (he stales, according lo 
sectors by ihc Planning ( ommission, given 
the inipuilaiil ratios ol Indian econuiny 
(base lint see nano) as 

(i) gross doiiiisiu sitings ODP 2(Tpir ctni 

(ii) gloss iiivcslmt III (iI)P 22 pet cent 

(III) public secloMiivi iimni total imcsimeiil 
48 per cent 

(iv) public sectoi null it total outlay about SO 
pel cent and 

(v) public sector ouiliv public sectoi inttsi 
nicnt I It) acioiiiiicd by rcycnue expen 
diiurt part included in the Plans inquired 
b the cenite uni si itcs 

2 World Bank Hmhl Kt/mit 

IVHS I ii'im 4 4 p h' 

1 (tntral Sian in il Oiganis iliori \niiitjl 
Sunn o/Zn/Mtoit /<>SA Vv Suiiiinary 
Kc suits lor la 101 S(,iiii Minstiy M Plan 
niiig tl'I'IO) 

I VVofid Hank II I Ih n/iii»inni Ktp in 
/VV I iMiic 4 4 ft 

5 A distiitsnin )i n iclaliiic >yitldiii| 
returns and li i i iii| liitiiic dcsilopm nl 
I (iiovidcd III k lit III Kaipiiria Kcsoiirsc 
MobilisUioii t I I’lil'lit Sitior Dctclop 
iiKiit liiiuiinii unit hililual HetA/i 
lanuait Id I'Idl pipci tt it oricmillt 
picpatcd Im ilii iin(tiincc ot chat cx 
ciuliycs ol LC III il public enterprises held 
111 August 1990 

6 R Mehta and N Sinha (1989), ‘External 
Trade, Public Sccioi and Indian economy 
A Macrorconomclra Study’, Inter-Link 


Country Model System organised by RIS 
and Fscap, February I9b^, New Delhi 
7 K Krishnamurty et al, lor example, examui- 
ed the complenientaiity as tvell as < * vding- 
out effects of public sector for differsin- 
dustnes The results indicate that there 
compicmrntariiv particularly observed m 
the late seventies In one of the scenarios, 
krishnaniurit concludes “1 he increase in 
public intestniem, rones up aciivitv all 
round II increases growth rate ol output 
ot all sectors, private real imesiment in 
agriculture and industry and private 
savings” (emphasisours) See ‘Innaiion and 
•(irowlh A Model for India', Indian 
Lionomu /(cuck XIXM JanuaryJune, 
1984 
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DISCUSSION 


Unhelpful Disappointments 

Rudolf C Heredia 


THERE IS perhaps little any one can do 
about Sujit K Das's disappointment with 
‘Social Medicine for Holistic Health* {EPW, 
April 6), since it seems to come from a self- 
confessed “intellectual limitation” that 
derisively dismisses contrary points of view 
as “intellectual mumbo-jumbo" Rather I’ll 
try to address the substantive issues he has 
raised 

Firstly, regarding definitions the WHO 
definition of health he rejects as western is 
precisely the basis for a comprehensive 
health policy as proposed by the study group 
of the ICSSR and the ICMR in Health fot 
AH (Indian Institute of Education, Pune, 
1981) Residual definitions, i e, delining 
something by what it is not, are much less 
helpful for broad policv making Ihus 
‘poverty’ can be defined as the ‘absence oi 
wealth’, or in terms of exploitative and un 
justice social structures Ihe second 
broadens the concept beyond the mere 
economic without negating it However, the 
development policies that derive trom these 
two understandings of poverty would be 
radically different This is what the develop 
ment debate is all about What we need now 
IS a medical version oi the same 

Moreover, qualitative definitions can be 
operationalised with very specific indicators 
Ihesc must be creatively contextualised It 
would be mure piecise to use ‘absence ol 
disease' or even its incidence, as one 
indicator of health, not a comprehensive or 
even a practical delinition, much less a 
description ut it 

Secondly, regarding scientific medicine 
and ihe bio medical model, which derives 
from It and has so completely appropi laled 
modern medicine raihci than a rejection in 
toto, what IS being siicsscd are its limitations 
When unciitically accepted this model is 
counter productive It ncx'ds to be extended 
and deepened II health is undeistood only 
as a matter ot ‘biology’, then these limita 
tions go unrecognised But can we reduce 
human beings to their biologs in such a vital 
mattei as health’ Are there not other dinieii 
Sion, e g, psychological and social ’ But then 
again this will depend on how health is 
defined 

Moreover, taith in modem science, 
medical ut otheiwisc, has been radically 
questioned not only m the developed hut in 
the developing world loo Pritish Nandv and 
Claude Alvares have written eloquentlv on 
this How much of the ecological ciisis has 
been precipitated by blind faith in the 
omnipotence of science and technology'* 
Medical science too needs a critical review, 
to uncover more precisely where it helps and 
where it hinders unless ut course one believes 


that there can be no such thing as a bad 
science 

Further, science and the technology loster 
their own inherent dynamic that impinges 
on society and culture This negates the idea 
ol a value neutral science Even an apparent 
ly neutral technology can have unintended 
effects Think of the way Cialilco’s oi 
IXscailcs scientific theories have alleelcd 
renaissance thinking Or the way computers 
and media have changed modem politics 
Unless we arc aware of such mfluetices we 
will never be able to control them E riergv 
provides a ready illustration No amount of 
political will can daentraltse nuclear energy 
its very scale and chaiacter demands the 
contrary foi efficiency and safely Bio gas 
IS the exact opposite it would he dis 
ingenuous to deny the effect of centralised 
and decentralised sources ot energy on a 
society 


Certainly access to the health care system 
of a society will also depend on its political 
structuic Equality of access in one will 
depend on the equality of empowerment in 
the o'her But to think that this can be 
brought about bv a tiberal democracy 
defined in terms ol 'freedom and self- 
determination’ IS to be blind to the post 
independence experience of this country 
Whai IS needed is a ‘participative 
democracy’, not a ‘plebiscitary’ one as Rajni 
kothari says And In tech, capital intensive 
technology, does not lend itself to this 
Medical technology is no exception 
It IS precisely the urgency ot our situation 
that demands a theoretical perspective to 
comprehend in ordci to respond to it, 
creatively and constructive A mere 
precipitate ‘ad hocism’ docs neither Prac 
tical models art needed and some are already 
at hand, c g w ith the Medico E riends C ircle 
But these cannot b< sustained without a 
theory to lusiifv ihcm and inspire a 
multiplici eficci Mv article iried to do this 
It It fails It will be lor re.ivons other than 
tin one iliai disappeiintcd Das 
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Capitalism and Caste 


While the rise of the political power of kulaks is associated 
with the development of capitalism in agriculture, there is no 
one-to-one correspondence between the two. It is only when, 
after the development of capitalism in agriculture, the kulaks’ 

' class interests come into clash with those of the ruling class 
that the seed of political struggle between the two is sown. In 
India this process gets complicated because of traditional feudal 
identities related to ca.ste and religion. An overview of 
the rise of kulak power and caste struggle in different 
parts of north India. I92S 


Ambedkar’s Legacy 

Ambedkar’s legacy to the Dalits is primarily fhe constitutional 
safeguards for the scheduled castes and the celebration of his 
birth centenary should be the occasion to examine if the nation 
has really honoured the legacy or reneged on its promises to 
honour it. An as$e.ssmcnt of the performance of various 
measures undertaken in pursuance of the consiitutional 
.safeguards for SCs. {911 


Right to Work' 

Seventy per cent of the people 
below the poveriv line are 
concentrated in eight states 
where agriculture is rainfed. 
where the degradation of ihc 
land has reached dismal 
proportions and where the 
productivity of farm labour is 
very low. Mow will the ‘right to 
work’ concept help in this 
.situation'? ’ 1893 

WTioso Say-So? 

The Press Council’s report on 
Kashmir has become a 
convenient tool to pillory human 
rights groups who are charged 
with being duped by the .say-so 
of alleged victims and 
propagandists. Hut is not the 
report it.self one-sided, based 
as It is on the say-so of 
the army? 1899 

Marxism's Oisis 

Marxism’s strength lay in its 
claim to be a critical theory with 
practical intent If this claim is 
no longer co ivincing, what 
is at the rooi of the crisis? 1934 

Not Many Flowers 

There are three major obstacles 
to the realisation of 
democracy in China today. 1905 


Bihar Elt‘Ctions 

The 1991 Ixtk Sabha elections in 
Bihar will be remembered as a 
watershed because the people 
refused lo be swayed by non¬ 
issues and chose to vote on the 
real issues which affect their 
day-to-day lives. 1895 

(iolonial Science 

The production and growth of 
science in colonial India had the 
objective o( furthering colonial 
interests British-sponsored 
science was, by ns very nature, 
field science and its agenda 
was decided on grounds of 
political and commercial 
gain. 1927 

Puzzled Pundits 

I he stock market is experiencing 
an unprecedented boom which 
has confounded not only 
political and economic pundits 
but also experienced 
marketmen. 1W7 

Communal Politics 

The BJP's position on Hindu- 
Muslim relations has undergone 
considerable change during the 
decade of its existence, with the 
Mandal agitation acting as a 
spur to the party’s current 
phase of communal politics. 19n 




LETTER TO EDITOR 


Communists and 
Demand for Pakistan 

THIS refers to the letter of Ajit Rov on 
‘Communists and Demand for Pakistan’ 
(June 22) 

Roy’s main contention is that 
“(Communistsl never supported Pakistan 
but only the demand lor the right of self 
determination of ‘the various nationali 
ties, such as Paihans, western Puniabis 
(dominantly Muslim), Sikhs, Smdhis 
Hindustanis Rajasthanis, Gujaratis 
Sengalis, Assamese, Behans, Onyas An 
dhtas, Ikmils Karnatakas, Reralas, etc so 
that ‘free India of tomorrow would be 
a federation or union of autonomous 
states’ ’ 

But from when did western Puniabis 
become a separate nationality’ Just 
because they wck Muslims’ linnahs 
point was exactly that— the Muslims are 
a separate nation And what about the 
Bengalis mentioned above’’ Are not they 
then by the same standard two separate 
nationalities as linnah tliought ’ Yes, and 
the communists thought the same The 
above quotation of Ajit Ro) is from the 
resolution passed by the enlarged plenum 
of the central committee of the c om 
munist Party of India (( PI) on September 
19, 1942 and confiimed bv tht firt con 
gress of the CPI in May 1943 In that 
resolution, it is latei also stated that in 
the case of the Bengali Muslims of the 
eastern and northern districts ol Bcneal 
where they form an overwhelming matoii 
ty, they may form themselves into an 
autonomous region in the state ot Bt ngal 
or may form a separate stale Such a 
declaration therefore concedes tin um 
essence of the Pak istan demand 1 ht n 
It IS added that it “has nothing in com 
mon with the separatist theory ol div ding 
India into two nations on the basis ot 
religion’ 

The report bv (i Adhikari thm 
supremo of the ( PI before the same 
plenum was more explicit In its con 
eluding section the report clearly stated 
“Our solution concedes to Sind NWF 
Province, Punjab and eastern districts ol 
Bengal the right of self detcrniinaiion to 
the jxnnt of secession This means these 
states whose exact boundaries would be 
detei mined bv the people later, can be 
autonomous and sovereign and toim the 
federation within an Indian Union or thev 
may secede and loriii their federation 
without' (emphasis added) 1 hope it does 
not need explanation that this “federation 


without” means Jinnah’s Pakistan 
Though the 1943 resolution maintain¬ 
ed the facade of free India as a “federa 
tion or union of autonomous states”, by 
1945 even that facade was no more neces 
sary In the resolution ot the CPi of 
December 1945 it is clarified ‘We 
recognise the freedom urge behind the 
Pakistan demand Our stand would 
guarantee complete self determination to 
national units with Muslim majortly and 
enable them to form a separate federation 
tf they io desirft' (emphasis added) 
When the partition scheme was finalis 
ed alter the Mountbaiten Award, the ( PI 
in Its political resolution of lunc 1947 
slated, [British imperialisms] utter 
weakness has forced it to make impoi 
tant concessions to the urgent demands 
of the national liberation movement such 
as toi example 

(a) Transfer if power to ( ongress and 
League governments on dominion statu 
baas by August 15 

The resolution added the two popular 
governments and eonsiitiient assemblies 
arc the stiategic weapons in tin hands ol 
national leadership 

So the ( PI accepted the formatum of iwo 
separate governments vs a victory lor the 
national movement And ihe (.T’l ne ci 


raised its voice for annulment of partition, 
rather the above mentioned resolution’s 
call f&t Indian unity” meant “establish¬ 
ment of friendly relations between 
Pakisun and India” 

After all this, some respected com¬ 
munists will tell us again that they did not 
support the demand for Pakistan These 
dry pages of history, I am sure, will then 
be interpreted in a more imaginative 
dialectical’ way by communist iniellec- 
luals to erase their guilt at being a party 
to the partition ot India But the rei(l 
human memories would keep alive the 
truth My mother residing in a small east 
Bengal town kishoregunj still remembers 
14th of August 1947 Gn that day com 
munist party workers wem frevm house to 
house ol Hindu familie-s to force them to 
raise ihe Pakistani national (lag and even 
bought the fiigs from then own pockets 
The communists to appease Islamic tun 
damcniali ts still prictise the two nation 
theory tluv uated i tiew Mnsiim majo 
ritv district in kerala But in communist 
Wesi Bengal a iv re fe rente to the right of 
sell deteiiiiinaiion tor Ciorkhaland ot 
lharkhand will put von ni the rcactionarv 
anti pitiioii canii> 
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Losing Battle 


T he index of wholesale prices has risen by 2 1 pei cent 
in the fortnight following the presentation oi the budge 
for 1991-92 and the annual rate of inflation, as measured by 
the price index for the week ended August has gone up to 
12 9 per cent Control of inflationary pressures in the economy 
IS ostensibly a major objective ol the government’s economic 
policies and, towards that end reduction of «he budgetary gap 
whether denoted by the conventional concept ot deficit financing 
or by the IMF World Bank favoured ideologicallv weighted 
concept of the fiscal defiv.il, was the principal in fact almost 
the sole, focus of the budgetary sums unveiled by the finance 
minister in parliament on luly 24 But already the many 
contiadictions in the government's efforts to bring inflation 
under control are beginning to be exposed 
Monetary expansion in the economy has it is true va^tK 
outpaced the growth of real output vear aftei year It is a tact 
also that this expansion has been fuelled to a considerable extent 
by the widening gap in the gosernnient s budgetary operations 
At the same time a maikid feature of the particular mcasuic 
which the government has now chosen to adopt to reduce the 
budgetary gap inUdeal with the other economic problems favinj 
It IS their potential lot impaiting a arong cost push impetus 
to inflation 

The implications of last month s devaluation ol the rupee lui 
costs and prices across a wide range ot industries and products 
are already manilest and this process will go on as under the 
so called flexible exchange rate policy the exchange value o 
the rupee continues to be eioded as has been continual! 
happening for the last so many years Fqualiy unavoidable wi'l 
be the consequences ot the increase;! hose already eltec 'cd ts 
well as those on the anvil in the adniinistcied price of maioi 
industrial intermediates such as petroleum products cod ii<J 
steel, among others Having decided at the cmisti to eschew 
placing the burden ot balancing the budget on the shouldci s 
of the rich and the relatively well otf through measures lo lai 
the yields fiom direct taxes -notwithstanding all the av iilabl 
evidence that what these sections of the populaiioii are made 
to part with in the ten m of income and other direct taxes ha 
been coming down preapilatelv as a proportion >1 their buoyant 
incomes and wealth —the finance minister has had no option 
but to resort to increases in administered prices and to persist 
with the established pattern relying overwhelmingly on inditeei 
taxes for raising additional tax tevenue The expeard vield from 
all the direct taxes as a proportion of the government’s tc i il 
gross tax revenue m 1991 92 is in fact lower at 19 k per v> ' 
compared to 20 7 per cent in 1990-91 as pet the revised estimates 
for the year And this is inclusive of the receipts of Rs nou 
expected from the tax on the interest incomes ot fmamiai 
institutions which, though included tn direct tax receipts bv the 
finance minuter, is being passed on to the borrowcis from the 


banks and the financial institutions in the form of enhanced 
interest charges thereby adding to the trend of rising interest 
rates which cannot but push up costs across the board 

The finance ministei has in his budget speech, also promised 
to compensate farmers for the increase in the price of fertilisers 
through increased procurement prices payable by the govern 
ment This was quite a cavalier posture lo strike, espeaally after 
the experience ol last year The government s Economic Survey 
frankly acknowledges that the substantial increases in 
procurement prices allowed last year and the consequent 
increases in issue prices had set the trends for the open market 
puces As is well known the rise in the prices of tv..,Jgrams, 
and of cereals especiallv rnide a major contribution to the 
overall price rise in 1990 91 

Ml told then on the prici'< lioni whal the government 
hopes tc' i>am on the swim s I v iis di lieii cutting exercises in the 
budget It IS likely to more than lose on the round abouts as a 
result of Its other economic policy measure. In fact the upward 
pressure on prices exerted bv the I itic is bound as the year 
progresses to undermine the goveinmeni s efforts to contain 
the budgctaiy gap as well Attci all in I99U 91 according to 
ih( revised estimates lor the vear the fiscal deficit exceeded the 
figuic provided for in the budget by Rs 6 ST6 crore and the 
budgctaiy deficit overshot the budgetary mark by Rs 1,466 
rore In the current year given the likelihcmd of a slowing down 
of the rate ol growth of the cionomy from 4 ' per tent to 
iruund 3 4 pit cent in ati; case the disjunction between 
monetary expmsion and the growth of output might not be 
appreciably repaiicd even if ihe finance minister’s optimism m 
regard to the corilainmtnf ol the budgetary deficit were to be 
sub’ianttallv tcalised 

Already in the budget a. foiinulated, it is programmes such 
as those lor employ mini generation which have borne the brunt 
ot the pruning of government expenditure required to meet the 
fMI's specifications with regard lo fiscal management But with 
the budgetary arithmetic thrown into disaiiay by the growing 
momeniuni ol the prut rise and with the IMF proving 
mtiactable on the subiect of the level of the fiscal defiat, it is 
government expenditure on piogrammes directed at the 
rcl itively poorci sections of the popuia’ion which will take a 
further beating Sophisticated advocates of structural 
adjustment and IMF conditiunaliiies have been apt to point out 
that what (he IMF is asking for is afiet all only that aggregate 
government expenditure be contained to restore the fiscal 
balance not fur particular item ot expenditure to be cut, and 
that if the government is so concerned about social welfare and 
lustice. It IS open to it to protect the relevant heads of 
expenditure at Ihe expense of the otheis The trouble is that 
the rest ot the IMF’s package of economic policy measures 
cllatively ensures that this just will not happen 
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KARNATAKA 

Survival Tactics 

IF chief minister S Bangarappa has been 
granted a reprieve, it is certainly not 
because of any particular political or ex¬ 
ecutive skills on his pan. In fact, his 
manner and actions seem to have been 
calculated to sharpen the opposition to 
him providing it with the right kind of 
ammunition. To begin with he was not a 
popular choice after the peremptory 
removal of Veerendra Patil. If the change 
could be catried through it was only 
because of Rajiv Gandhi, whose style of 
functioning brooked no opposition. 

Bangarappa began his innings typically 
by mass transfers of civil servants. This 
provoked much criticism and many 
bureaucrats reportedly sought transfers 
out of the state on the plea that they were 
not being allowed to carry out their duties 
properly. By June, after the elections, this 
began to be held up as an important il¬ 
lustration of Bangarappa's mismanage¬ 
ment, especially when the Mysore police 
commissioner, who had been investigating 
the case of the deputy commissioner of 
police accu.sed of killing a factory workei 
was transfeired together with two other 
officers who had been assisting him in the 
investigation. 

Bangarappa had by this time chalked 
up other ’successes’. One such was the 
granting of leases for granite quarrying to 
Z20 private parties circumventing an 
earlier high court order. Although the 
giants were stayed, in the fortnight it took 
to get the process going, more than 2,000 
seres of land had already been taken over 
!v private parties. 

July brought the Cauvery issue to the 
Fore and Bangarappa saw an opportunity 
to redeem his position among ceruun sec¬ 
tions of the electorate. Unfortunately, 
Mther he had not reckoned with the reper¬ 
cussions or had miscalculated the centre’s 
nclinations. The Cauvery ordinance, 
vhile on the one hand it was seen as a 
K>ld step, also became a convenient 
veapon for the dis.sident group to use 
igainsi him. If the central leadership had 
>een embarrassed by the passage of the 
irdinance, it could hardly have been less 
o by the dissidents’ trek to Delhi to seek 
he chief minister's dismissal. 

Bangarappa soughi to soothe ruffled 
eathers by expanding his cabinet by the 
iddition of 13 members. While it now had 
I better representation from the vocal and 
x>werful Lingayat annd Vokkaliga com- 
nunities as well as from the Veerendra 
^til group, Bangarappa had in fact made 
unply sure that it was a ‘low weight’ 
abinet. Senior leaders were other left out, 
lot consulted or given ma^nai and 
inimportant ministries. For instance, four 
ienior ministers, K H Patil, K S Naga- 
Bthnamma, B Basavalingappa and Putta- 
iwamy Gowda who had their portfolios 


changed twice in the course ot tune 
months were now shunted off to minist¬ 
ries where they could have little say. The 
phone-tapping issue, especially the fact 
that several MPs had also been victims, 
should really have put the finishing touch 
to the campaign of the dissidents or the 
‘save the Congress’ group as they call 
themselves. Why Bangwppa continues to 
hold office is, therefore, more because of 
the set of circumstances which the central 
leadership of the party is having to grap¬ 
ple with from its precarious perch than 
anything else. Perhaps it may lead the 
Kaumataka leader into some ruminations— 
that Rajiv Gandhi’s style of functioning 
IS ineffective and counter-productive with¬ 
out Rajiv Gandhi at the centre, figurative¬ 
ly and politically. 

EXniANGF EARNINGS 

Piecemeal Approach 

LINDER the head ‘incentives for earning 
foreign exchange’, the memorandum ex¬ 
plaining the provisions of the Finance Bill 
lists three changes in the existing rules 
covering the treatment of foreign exchange 
earnings- first, extending to processed 
minerals and ores the concession of full 
deductibility of export profits under .sec¬ 
tion 80 HHC; second, granting of full 
deductibility to export of software; and 
third, extending the benefit of .section 
80-0 to non-corporate tax payers also of 
50 per cent deduction in respect of income 
received in convertible foreign exchange 
by way of royalties, commission, fees, etc. 
This last concession is, as is pointed out 
by the finance minister in his budget 
speech, presently available only to the cor¬ 
porate sector. 

I.et us start with a general observation 
about the distinction the existing provi¬ 
sion on concessions to etports attempts 
to draw between commodity exports and 
.service exports. While earnings from the 
former are sought to be fully exempted, 
those from the latter ate selectively given 
a partial exemption of 50 to 75 per cent. 
This discrimination against the latt^ type 
of exchange earnings has little rationale. 
In fact, there is a strong case for doing 
exactly the opposite, namely, extending a 
higher concession to earnings from ser¬ 
vice exports because such exports would 
normally entail minimum of foreign ex¬ 
change cost. In other words, the import 
content of such exports would tend to be 
minimal. 

Coming to specific provisions, while the 
extension of the benefit of full tax exemp¬ 
tion to earnings from the export of pro¬ 
cessed minerals and ores is a step in the 
right direction, can the question faie avoid¬ 
ed as to why earnings from the export of 
minerals and ores Aould be denied this 
benefit? One answer that can be antici¬ 
pated is that by drawing the distinction 
between processed and unprocessed mine- 


me objective ts to encourage vattie aa- 
ditioA before the minerals are exported. 
But then are we at all linking the conces¬ 
sion to the extent of processing or value 
addition? There is no indication to this ef¬ 
fect in the memorandum. Isn’t there a 
danger of Firms resorting to superficial 
procesnng resulting in little value addition 
to qudify for total tax exemption? That 
the incentive to resort to some such 
subterfuge will be quite strong cannot be 
ruled out. 

As regards the extension of full tax 
exemption to earnings from the export of 
software, regardless of whether such 
export was through magnetic media or on 
paper or through satellite data link or 
through consultancy even if delivered at, 
the location of the foreign client outside 
India, this is tantamount to a recognition, 
howevei delayed, that there are at least 
some service exports which can be treated 
on par with commodity exports. 

But this piecemeal approach will have 
to be abandoned if the objective is to max¬ 
imise exchange earnings, be they from the 
export of commodities, processed, partial¬ 
ly processed or even unprocessed, or from 
the aport of services. In fact the exten¬ 
sion to non-corporate tax payers of the 
benefit of section 80-0 allowing partial 
tax exemption with respect to income 
from royalties, comn jssion, technical fees, 
etc, serves to underline the fragmented ap¬ 
proach bang followed with respect to ser- 
vuc exports This approach i.s further 
exemplified by the provisions of sections 
80-R, RR and RRA, which attempt to 
grant partial exemption to certain cate¬ 
gories of professional income derived 
from foreign sources. These provisions 
draw highly questionable distinaions bet¬ 
ween professions and professions and bet¬ 
ween government servants and other pro¬ 
fessionals, distinctions that should never 
have been drawn in the first instance and 
which ought to be done away with im¬ 
mediately in the name of fairness. More 
importantly, the ca.se is overwhelming for 
treating all foreign exchange earnings 
received within the country on par. 

POLITICS 

Mock Battle 

THE BJP-Congress duel—or is it a 
duet?—centring on the sudden patriotic 
outburst of the sdon of the Sdndia houae; 
collusive or otherwise, may not be so 
unwelcome to ather, whatever the iidtial 
embarrassment. Their earlier oirilabon- 
tion in the election of the Lrt Sabha 
speaker had caused raised eye brows, not 
only among sections of the pabBc; but 
also in the ranks of both parte as wdL 
Since another round of ooOaboialhM— 
in the election of the dqsutjr spaahsr— 
was on the slater there was an ofsat need 
for at least a partial reftifblihhuefthih' 
fighting images vis-a-vis the olte jarty, 
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Iidbp* Am; 80^ toni cittie ibr ttw cad^ 
in of tiM lOU fixMn the Congitas for get* 
ting its candidate in the chair of the depu¬ 
ty speaker. What, however, provoked 
Madhavrao Scindia’s outburst at his 
Lucknow press conference is not 
definitively known so far, but he certain¬ 
ly gave the RIP a good opening for 
dononstratuig its righteous indignation in 
the Lok Sabha for three days running It 
relented only on the eve of the deputy 
speaker’s election, seizing upon a rather 
vague assurance given by the speaker 
With the election of the deputy speaker 
out of the way the BJP relaunches its 
onslaughts against Stindia, outside parha 
ment this time and with some violence by 
Its musclemen After this demonstration 
of Its oppositionist role vis-u-vis the rul¬ 
ing party, the BJP again cools down— 
L K Advani resuming his practised visage 
of sweet reasonableness 

The mock heroics on both sides can 
hardly deceive any discerning observer 
Thily, neither is the house of Scindia a 
paragon of patriotic virtues, historically 
speaking, noi even particularly comma 
ted to secular democratic values, nor are 
the BJP, nee Tana Sangh, leaders vety 
chary in attaching the stigma of treachery 
to their political adversaries, whose 
records ot patriotic se'f sacrifice ate, at 
least, more confirmed than theirs 
Possibly such mock battles wiU rccui in 
ihe cominp davs while the minority rul 
ing party and the main opposition party 
in the Lok Sabha collaborate with each 
oihei in reinrniung Ihe new economic 
regime under IMF guardianship 

This, ol ujuisc, does not mean that 
cither ol the two sides is unanimous in 
pursuing this somewhat subtle, tactics 
il here are already deep i umblings against 
this in the C ongress ranks Bui without 
Strong public opprobrium, the sliding ol 
the (\iiigies> leaders into a liaison with 
Ihe BJP may not be stemmed 

NRI RlMITTANfLS 

Why Thifi Neglect? 

IHF announcement in his budget speech 
by finance mmistci Monmohait Singh of 
an impending “comprehensive review ol 
policies and procedures bearing on non 
resident Indian investments", on the basis 
of which hr intended to make further 
relaxations “in order to remove all pro 
cedural difficulties and impediments to 
the setting up of industnai and other ven 
ture by non-resident Indians” is signifi 
cant in itself in several respects In addi 
tion, the budget speech also announced 
the government’s intention to establish a 
chief commissioner for non-resident 
Indians to serve as a fcKal point of the 
government’s efforts to attract NRI 
investment 

The significance of the above announce¬ 
ments lies principally in that (i) the em¬ 


phasis is intended clearly to be on NRI 
investments, includmg investment m hous¬ 
ing and real estate, even though for certain 
types of investment, as for example in 
residential housing, the proceeds from sale 
and rental income may be made non- 
repatnable, and (ii) chrect pnvate transfers 
made by NRIs in the form of remittances 
are conspicuous foi the lack of any men¬ 
tion, even though it is through direct 
private transfers Ihut the country has 
received foreign exchange far, far in excess 
ol the inflow in the lotm of NRI deposits 
and investments put together. (Ikking the 
decade of the 80s, the ratio of remittances 
to NRI deposits and investmenu works 
out to 2 to 1) I urlhermore, remittances 
do not carry the obligation of repatria¬ 
tion at any future date So there is no 
danger ol reverse flight of funds and that 
too at the most awkwurd of times as has 
reportedly happened in recent weeks and 
months in the case ot NRI deposits 

Of course, a view could be taken that 
remittances by their veiy nature are bound 
to flow in anyway and that therefore there 
IS nothing much that is called for to be 
done by guvernmeni tu stimulate any fut 
tlier increase in them To take this y lew is 
not only defeatist hut also shows uttei 
obliviousness of the reality with respect 
to the pervasiveness of illegal channels of 
private transfers ol lends 

The ground sitiialion is that for vaiious 
reasons the transfci u* funds through il 
legal channels has been on the increase 
and has become very oervasivc The exis 
tcncc of the ‘hasala market and th< 
widening gap beiwetii the ‘bavaia’ rate 
and the official exchange rate are reflec 
lions of this ground situation On em 
pineal grounds a'so the stagnation in 
remittance inflows in lecent ycais, d« spite 
the growing stock oi oversea^ workers 
from India, csen ihough the rate ol m 
cieasc had slowed down consideraf >v m 
reient years, points ti the likelihood ol 
iiu reasing diveision ol pnvate transfers to 
illegal channels 

A view could also be taken that what 
ever needs to be done in regard to pi is ate 
transfers belongs to the lealm ol cnfoui 
ment and policing ot ngiilations That en 
forcement alone oiay have considerable 
scope for improseinciu cannot be gam 
said Still a lot also ould be done to im 
prove the laulities lor transfer of funds 
through hanks One itason often given for 
out NRI workers Iving drawn to the 
‘havala* market is th it no only do they 
receive better exchanj rates but they also 
are assured of much pioinpter and beuer 
service— like door t< door delivery within 
three to five days of oilection —than what 
the banks oflct 1. u' not forget tfiai our 
pest offices still deliver money ordets 
trom door to doo 

Should not the finance minister’s pm 
posed res lew ol pt lines and proccouie 
cover also those coiucrning NRI lemit 
tances’ Is it not iiossmle also to considci 


extending to NRI remittances the benefit 
of import entitlement in the form of 
EXIM scrips, particularly when the en¬ 
titlement has now been delinked from the 
import content of exports'^ Isn’t that one 
way, a tried way at that, of offering a 
belter exchange rate’ 

JHARKHAND 

Little Advance 

THOUGH all the major political parties 
operating in tribal Bihar compete with 
each other in demanding a separate 
Jharkhand state the project seems m- 
capable of making any headway The 
latest to hop on to the ^epante state band¬ 
wagon IS the Congress with the 
C hhoianagpur and Santhal Pargana 
Regional Congress Committee (CSPRCO 
president I Mochi Kai Munda announc¬ 
ing the launch of a campaign with a view 
to achieving this goal This espousal of 
Jharkhand sutehood from the most 
unlikely quarters is scarcely a cause for 
surprise since this is the oniv cause that 
accounts for the success of even so oppor¬ 
tunistic an outfit as the Jliarkhait.f Mukti 
Morcha (JMM) The CSPRCC h. d been 
set up in 1990 to counter the jmM but 
found the issue too emotive and was in 
consequence relegated to insigniiicanoe by 
the iattei Joining the cause is the only 
available course The Janata Dal victory 
III the state in 1991 is largely attributable 
to an alliance with the JMM while the 
BJP which performed remarkably well in 
tribal Bihar in the 1990 assembly elections 
on the platform ol a Vananchal state suf¬ 
fered a setback this time largely because 
the pai tv unit from the region broke away 
10 lorm the Sampuiua Kraiiti Dal 
Hut this rise in the slienglh of converts 
seem-. lo be of little consequence The 
general political consensus on the issue 
reveals the significance of the 14 
parliamentary constituencies mthe i^on 
and conceals the endless intrigue of the 
mam protagonists The source of the latest 
mund ut fiiction is the Jharkhand Area 
Development Council Bill which em¬ 
powers the state government to dissolve 
the C hhotanagpur and Santhal Pargana 
Devdopment Authority and replace it 
with a Jharkhand Development Council 
Predictably all except the immediate 
beneficiaries have denounced the bill The 
All Jharkhand Students Union’s lone 
representative in the assembly has 
tendered his resignation on the ground 
that the council cannot be a substitute for 
separate statehood He also added the 
mandatory aJIegatic n of a sellout by JMM 
leaders Sh’bu Soreii and Suraj Mandal 
W hilc both Soren ami Mandal have yet 
to 'nake any public pronouncement on the 
bill mother section of the JMM leader- 
sh'p led bv general secretary Shailendra 
Manaio has denounced the bill 
vocitciously, all but confirming the split 
in the IMNI that its leadership is at pains 
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It IS entirely possible that the bill is a 
logical fallout ot the nvalry within the 
JMM between the Santhal Pargana-based 
Soien-Mandai group and the Singhbhum- 
based Mahato group Mahaio who had 
opposed the JMM’s growing alliance with 
the Janata Dal had recently retreated from 
the separate stale demand and settled for 
the Jharkhand Vikas Panshad as a first 
step on tactical grounds But he has made 
It clear that a separate and independent 
admimstrative machinery, independent 
budget, education board, freedom in ap 
pointments and direct receipt of central 
allocation by the council arc conditions 
for accepting a council 

What the bill piovides lor nowhere ap 
proaches these conditions I he hill, which 
fills m for a similar ordinance pto 
mulgated before the elections but which 
seas aborted by the denial of the govci 
nor’s assent, empowers the chid ministei 
to nominate the chairman and vice chan 
man of the council Ihc teim of the 
members of the council, im luded among 
whom are the finance minister the plan 
rang minister and the welfait iiiinisler, is 
subject to the pleasure of the government 
The plans drafted b> the council will be 
submitted to the guveinmcni lor appioval 
Giants to the council will he dc|K>sited in 
the lharkhand Develoimienl Council 
Fund And finally the council can be 
dissolved by the government without 
furnishing reasons 

It IS clear that none of these will ensure 
autonomy for the region c^ven though all 
the major appointments art reserved e\ 
clusively for tnbals f he w hole seeming 
ly pointless exercise ol dismantling an 
already existing body to be leplaccd b> 
anothei body which does not in anv wav 
represent a qualitative advance points to 
the mala tide intentions ot the govern 
ment By doling out largesse in rhe form 
of appointments with duration, deicrniin 
ed by the state governnic ni c o opted 
members of the iiioveiiK nl aic kept on i 
short leash Likewise the IVf M or at least 
that segment ot its leadership whiih is 
susceptible to the temptations ot u<itce 
can project (he council as a signiticaiit ad 
vance All the while the deliberate Is 
thwarted goal of statehood can continue 
to form the basis of tubal mobilisation 

HANOI ADbSH 

Return to Parliamentary 
Politics 

WITH the passing oi the u'lisiiiution 
amendment bill earlier this month, Batigia 
desh has reinstated the pailiamentary 
form of government alter If yeais The 
bill, which had a stormy passage, was iii 
troduced m June and at times it had seem 
ed that the relorm would not go through 
at all With this a pha c m Bangladesh 
politics which began wi h the overthrow 


Wi juiiMiau uj a imiJuiai wiiics 

to an end 

Although at that time there was a com¬ 
mon undersunding among all the parties 
(other than the Jatiya Party) that a change 

III the form of government would be 
brought about quickly, the Bangladesh 
National Party was clearly m two minds 
about It, so much so that the Awami 
l,eague attempted to pre-empt the issue by 
giving notice of presenting a bill to the 
effect in the recently-concluded session 
This It did a week after the BNP had final 
ly got Its act together on the issue and 
tabled a constitution amendment bill A 
final push was no doubt delivered by the 
unscheduled address to the nation by the 
picsidetit lusiicc Shahbuddin Ahmed, 
just before the start of the session in which 
he expressed strong disappioval of the in 
action on the political reform front which 
made It impossible to lay down office by 
October when, according lo thecunstilu 
tioii he would need to call for prcsiden 
tial elections 

Fhcrc were four major dif fticnies in the 
two bills 1 list, the League while agreeing 
lo the president becoming a titular head 
elected by the members ot parliament m 
sisied that the elections must lie conducted 
bv the election commission and not by the 
speakci as suggested by the BNP Second 
ly, while It agreexJ to the provision wheicby 
lion MPs could be inducted into the 
government, their proportion not c» 
seeding one hith ol the luimbet ot MPs 
It held ihai these member, must seek elec 
iton to pailiameni within a period ot six 
months Thirdly, it obiecied to BNPs 
stringent dtsqualilicalion measures foi 
MPs who had been dismissed bv the par 

IV and had resigned from parliament I he 
BNP bill proposed that the MPs be dis 
qualitied Irom active politics (that's seek 
ing election lo parliament) toi a petiod 
o( live years I he tjcaguc felt that ihis 
lowered the siatu‘ of MPs who weic moic 
than )usl parts members and represented 
a constituency lo whom they wcic icspon 
sible louithly, the BNP insisted that Ihe 
icfuim must be carried thtoagh by a 
icicrendum and the League did not think 
this was necessary 

It IS theielorc quite signilicanl that the 
15 parly select committee ol parliamem 
cctuld unanimously come up with aeon 
scnsiis bill In effect, the Ix'aguc lias given 
in on the referendum .'iid the induction 
ol non MPs, but with a reduced propot 
tion 1 he BNP has conceded the demand 
that the presidential elections be con 
ducted by the election commission and 
has given up its insistence on (he debar 
ring of dismissed MPs from active politics 
toi five years 1 he bill will now have to 
be earned through by a rcferendiini and 
the presidential elections will have to he 
held soon so that ‘he president can rclin 
quish office Ctcarly, the BNP has been 
able to turn the tables on the league and 
has wrested the initiative 


TWENTY YEARS AGO 

EPIV, August 14. 1971 

It IS necessary to repeat the tautology that 
the ruling group in any countiy sees fomgn 
poiu^ as a means of defending, preserving 
or extending its own internal—and conse¬ 
quently the country’s external—interests 
Looked at in that perspective, one of the 
more important reasons for the govern¬ 
ment’s formalisation of its links with 
Russia, could perhaps be to reinforce the 
country’s political system and structure 
[This] will make it easier for the government 
(o externalise iniemat political threats by 
harping on the China bogey 

I he treaty with the Soviet Union has, if 
only temporarily, chaiigcJ Ihe enure 
domestic climate of opinion regarding the 
Iti\iIiiiiKni ^ Bangladesh iiul tofcign 
policies In parliament, there has been 
a vanetv of emphases in welcoming Ihe trea 
ly but hardiv aiiv detracting views Indira 
Oandhi has again with a good sense of tim 
mg disarmed hei political opponents, this 
lime through a compact with tnends 
abroad 

lo |ihe Russians) Indira (landhi and hci 
govtrnmeni aic ideal allies pdliiically 
.tabic (cmpciamentally cautious idro 
logically progressive enough and most 
import ml willing lo listen to Russian 
idvicc 1 he Soviet Union mou prohablv 
sets the ticaiy primarily a a was lo cooling 
the pohiical climate in the subsoniincnt 
Iron) the Rus.ian viewpoint, the reals is 
the olhci side ol ihe <cun to Amciican aid 
10 and subscgucni influence osir 
I'dkistan 

lusi like 111 then seems lo he ,i coii 
V' igciice ol Rusal Aineiican intetesis ,is tar 
i> South \sia IS coiictintd, with the dil 
tciciicL ihul this limt (he Russians and 
Americans aic loiiitly ssorking towards the 
siabilisalion ot a situaiion which they coii 
sider UHi fluid and dangerous for then torn 
Ion I he US Soviet reasoning is singular 
Is nil u. isiiii ii| t pimtis cannot illow 
small powers to drag them into eonfronia 
lions with each uihn 

The longer lertn implieaiions foi Ihe 
eounttvs foreign poliev are even more 
urisiviiiiry We have been drawn further into 
[he enmeshing bemdagt ol Ihc superpowers 
I he seninncni > thal sverc expressed by India 
ai Ihc conference of non aligned nationsai 
1 usdka about ihe need for economic and 
pohiieal self reliance will now be even mote 
remote Irurti reality Due to (he formalisa 
lion ot links with a superpower, India's 
attempts lo bring about closei commercial 
and political ties with 'non-aligned' coun 
'les in Atrasia and l.atin America will be 
regarded with some suspicion by those 
eciuntnes As (or Sino Indian relations, Ihe 
Russians will insist on saying whether and 
when India should try lo normalise relations 
with C hma assuming that India itself is at 
all concerned about improving relations 
with Peking 


1886 


tconomic and Political VArekiy August 17, 199 



THE MARKETS 


Pundits Proved Wrong 


D P Sharma 

THF stock market is expenenung an un 
precedented boom Few could have imagined 
that a market, which had got badly mauled 
by the nasty fall from its October peak and 
had been convalesang for over five months 
in an environment fouled by grave political 
uncertainties and the r^ndlv deteriorating 
balance of payments position, could make 
the kind of dash it has—raoving w«ll beyond 
Its previous all-time high mark 1 he way the 
stock market balloon has been soaring of 
late has confounded not only pulitital and 
economic pundits but also experienced 
marketmen 

The fall from the October 9 high had in 
deed been staggering Bv January 2'> the 
BSE sensitive index had come down from 
1602 6 to 947 14, retracing almost two thuds 
of the preceding spectacular rise from 6S9 t 
to 16026 And Dalai Street has had to lisc 
through the worst ever payments ciisis 
precipitated m no small mcasua by the gross 
inadequacies of the stock exchange intra 
structure to monitor the enormous im reast 
in the volume ol business (oflicial and uii 
otricial) and ensure completion nl i tilemco, 
work relating n> spccilied as well is non 
spccined scrips accoiding to thi stipulated 
schedule The recovery from the lanuan leiw 
was slow and halting I he BSL sensitise in 
dex registered a rise e>f 14 per tent till the 
end of lunt and the iiatie'iul index tost I 
28 per cent 

The matkci scene undetwent a clianiaiie 
translormation during luls with the KSL 
sensitise index rccoiding a rise of 12 2 pei 
tent and the national index mo ing up bs 
28 2 per cent The attompanymg 1 ibits 
brmg out the changes in equity piicc indices 
since Januaiy 2*> when the maikel stoeid at 
us lowest after the fall fiom thi Otiob i 
peak 

The phenomenal upsiirgt in equity ptiei 
indices in spue of substantial insntuiional 
selling, especiallv by the Unit Irusi ol India 
and the sustained buoyancy in the volume 
of business despib curbs on trading reflects 
the stock market’* endorsement of the on 
quabfied welcome auorded by industiy and 
trade to the senes of initiatives taken by the 
government in respect ol policies relating to 
exchange rates, industrial licensing, lore ign 
investment, foreign technology agrecmenis, 
public sector policy MRTP Act, liscal 
strategy and import export trade 

The business commumty has every reason 
to feel jubilant over the governmenl’s deci 
Sion to minimise bureaucratic control and 
remove several bottlenecks coming in the 
way of exports, industrial expansion and 
competition Entrepreneurs will now eniov 
considerable freedom to take investment 
deasions on the basts of their commercial 


judgment 

Very briefly stated the mam ingredients 
of the policy package include (a) abolition 
of industrial licensing for all protects, except 
those in specified industries, irrespeciive ol 
levels of investment (b) dlowing prisate sec 
tor investment in as many as 10 areas so tar 
reserved for the public eetoi (e) scrapping 
of assets limits m respttt ol MRIP com 
panics, (d) auioiiuu ipprovaf ol foicign 
technology agreement as well as foreign 
equity partiupatiein up to SI (wr cent m high 
prifliity industries (e) i itomatic elcaranet 
for import of eapiiil oojs where foreign 
exchange is covered by loreigii equity 
(D sciapping ol eoiisei biliiy clause which 
enabled financial in ii uiions to onstn 
loan into equit (p) disinststment ol 
govtrtiiTieni eqiiiis ii p iblii. stetoi iiiidei 
takings to niuiUiil funi and liiiaiieii! in 
stilutii IIS and (h) ix. nii ling rioiitiion ol 
mutual funds in the | iie stetoi Ml this 
implies I basil ibii n tie pii'iiiises ol 
t( onomie regulation 

Iheie art quilt i t th i propostK 
which are ol diieet i tme loi lla sto k 
inirkt' Ihest mtluJ i diti mat livilits loi 
ir, iislei ol funds b \nls las eortessii i s 
to eifl shore funds men tse in lax cxeiniuion 
lor capital gams mai i e in fertilisti pines 
w ithdrawal of sug ii i sidv and a radical 
trade policy aimed it biKistmg expoits 

Political pundiis n 1 economists hast 
seldom cnioved m let itsjicct lor iheii 
maiktt judgment Hiu thes can scarctls be 
faulted lot watching with imaaement the 
flight ol the slock maiket batloem The 
political seenano hi many woirisonie 
aspects The mmo list ngress governnunt 
at the Lcnta with witiii lee within the ruling 
parly is unlikely to liiu it easy to combat 
forus of dismicgratiori itid disordci asalsei 
to steer clear ol pres lies from scsted in 
icrests so as to be able to elleciwtlv implt 
incnl the package ol tt iiinmii reluims To 
w hat extent dcvaluatioii iibcial trade and in 
dustrial policies and the iiscal slrategs spelt 
out bv the union Iiiiuk ministci will help 
achieve macio ceonor 11 adjusimeni lure 
adequate foreign inse iiiwnt and bring about 
the much desired ti ipioscmeni in the 
balance of pasmeriis posiiiori only lime will 
tell lo cite trom the linance minisit' 
budget speech, the eri is in the economs 
IS both acute and d cp We have not cx 
perienced anything simuar in the history of 
independent India 

1 he spectacular use in equity prices tan 
iiut be dismissed as the doing of a tew pm 
fessional speculators commanding vast 
resources The widels sarying perfoimancc 
of industry group indict s compiled bv The 
tionomic Turns sugges's that 


speculators/investors keep a close watch over 
the changing fortunes of different industries 
and industrial umts The spurt m the shares 
of cement, shipping and fertiliser com 
panics reflects the market’s assessment of the 
implications of the various budget proposals 
and devaluation 

The country’s premtei stock exchange, 
Bombay, is said to be dominated by specu 
lanvc elements It might come as a surprise 
to many that among the regional equity pnee 
indices the sharpest rise has occurr^ in 
Delhi (91 7 per cent) followed by Madias 
(61 6 per cent) Ahmedabad (S8 S per cent) 
Bombay (S4 6 per cent) and Calcutta (14 8 
per cult) 

W hile one might not like lo question the 
market s collective judgment in pushing up 
equity piiees to the prevailing high levels— 
the BSi sensitive index stands 6 5 per cent 
above Its October high—it is quite likely that 
once the market takes a pause to do some 
SI nous introsptctiuii it may feel conipcll 
cd to give due attention to the uncongenial 
politkal climate, hiki in the iendi ig rites by 
the tinamial institutions and the in past of 
tiu hike in the corporate I ix and leduction 
III the dcpiecialion rate I he tectnt rist m 
prices ha' indeed been vtrv sharp (joing by 
the high hadla rates the technical pc> ition 
ol the market is becoming mcnaiiigly 
suspect 18 hen the market will pause lo allow 
Ici hiiical toti.es hast their lull pits is 
anvliods ' giics 

I sill I I 

|js r enil 


BV Indix 



sensi 

Naiioiitl 


tive 


Rise from lanuary low till 



hint end 

34 0 

28 0 

Rise di ring lulv 

12 2 

28 2 

Rise between July 22 and . 

,9 15 4 
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Rise tielween Julv 22 and 



\ugusl 14 
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16 2 
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C cmeni 

109 0 

Phatmaieutieals 

92 9 

( otton textiles 

791 

Manmade fibres 

74 4 

lyies and tubes 

741 

Basie metals 

609 

Transport vehicles 

56 1 

fertiliser,, arid chemicals 

47 2 

icKid products 

466 

Engineering goods 

14 9 

Piantaiioiis 

118 


Note All indices made new high on August 17 
ioune The Eionomie Junes 
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Ar(»IEENDI$A 
32KLUON DCHIAR 
OOBALMA^.' 

AriHEOimis 
AIM's wwmG 
SISATEGY TO REAP IT. 





Alsa Mafine And Hamab limnd, IS) paji 
of the Alsa group, that has explored non- 
traditional areas in construction and marine 

a ucts. And has a good track record in lioth 

a 

Aba Maitoe and Haneala limtol • ezpbitliig 
tbe vast potential, the right way 

In 19H9, the global exports of seafoods teas 
vidued at l'S$ 32 Ukon. As expons hxxn India 
co.istrtute less than 2% of global consumption, 
there's a huge market waiting to be tapped 
An inimen.<ie piKential that Alsa Mai me o all 
geared to exploit succccsshilly By icsing the right 
leclinologiial inpub, hacked hy iiieticiiloiis 
planning and qualm' standards 

Government Incentive ■ the right backing 
Vlanne ptixlucls has been identihcsl as ,i ilinist 
aica to ai telerale lon-ign ext hange e.imings I he 
MFHM and other allitd Agent les ate geared to 
help realise ihis inliea'ilt pi ilenlial 

Achieving quality ■ the right way 

Ihe result of siate of iht .iii ei|iiipineni 
irained |iersonnol, and saliic ,uttliiion ih.ii 
k underlinis 'he emphasis on 'lualm ai Ms,i ha- 
« lieen remarkalile .Alsa is limih cmiendu d in 
jj tile ex|xirtmaikel. with nwrkeling III u;i--nuli 
# some ot the leading name s in haid i urn lu \ 

\ tounines iii EnrojK' 

Steady growth the right way 

\ With the nK)demis.iiii >ti and • \p.iiision 

\ piograroiiieuipiogirssl)eiiigthi iii.iin 
^ 5 V ' ohietliienttheissin till lietielii-III 
impioved salts anti 

' wlP^ \ prijfitahilm will he linn psi 
n benefits 

^ \ I iidi" SeAliiins MiiHlt 

\ liirioni|i.inies ..mliiiidii ttoi 

Si \ anil WIM In till sluilll'iltleis 

Lasy liquidity 

' ^ lasting ,11 M.iilr.is.Hill 

^ . * liomluv Sl.xk I \i lunges 

^ Public issue of 20,70,000 
each for cash at par. 


Get a thaic the golden harvest with a 
company that b maving in only oiw dtatethm. 
Vpwudt. 


• An existing profit making Company, engagixi in 
prtx-essing and export of manne pnxlucts and in 
aquaculture 

• rstabltsiK-d brand imagK' in gmwing 
intemaliimal iiiarkils and sicstained tuslonwi 

SUp|M)I1 

• Operaiioas an-export onented .S.ilcsof 
Rs 2,IHs lakhs dunng IW <M exptxied to 
'iiiptoce siilislantially in the iwar future 

• I’ro|etis iinderwas tor miKleiniution and 
expansion wiih i'n'ph.isis nn x,title addition, 
witluen shimgeslalinn 

• Risk fat tors (x.-iT.nning to i.iw nutetuf antf 
toieign nurkeis will base heaiingon protiialulm 

• Imonielas lieneliis nixlei StMKinrtdMlIi lolhi 
(onipanx and undei VdionsKlil .inilROM is 
well as Vteallli l.ix Itenelils iti ihe sluielmlilers 

• l.isiiiig.ii M.iilijs.iml Itonilxr, siisk IxJunges 

^iWANoEiiGHlJGH^ 

__' Ks III lakhs' 

pyw 'SI 
Kainvilidilcd 

_ till ihree films' _ 

iXporiMle- IVSi 2IS-I 

Hmlil Ix'liirt tax Id If 

Profit alter Ta\ nl X" 

l’AIU>\ilt' tO"'! 


ixporiMle- 
Hmlii Ix'liirt lax 
Profit altet Ta\ 

I’AI U>\ilt' 

X-apnai 

Ri'serxesiX Siiiplus 
Net wortli 
flebt Iqiiilx 
bammgsisTslijieiRs’ 
xjsli lammgs per xh ire (Rs' 
ll<X)kx,iluc'ifshaieiRsi 


:!S-i 

«•’ 

X" 

4 0».I 

H‘i 

112 

121 
(i2(i 
'12 
IS on 


lint ("ikhi* i>f Ik i.tlniO 


ilK IV-ssuKhv^KnaiiiwAil aiM d 
»Ai ire nu*li 'Pdlui)!<hiv tibHADi 4 'Na* 


' 4spi' MUM* 1.4 IGJatniM'MWI illMPiliApubkatitHi 
Ittlie (iNii(uni tkxM.'K innvt ik tiutuniotn suhKntiiiianotvi'*i tJ 
tht i<Auid AnuHim tk rntm'sub'Knpii(d<«<(itx rrtiiniini'itihi 
4pf^xtin(A«i»iin<^)<bvA|R)(n(lH il»bn tilihisivsui litnrrt h « 

liciak inrchirhJ')l sunaimiMnthv iittm Uun l»(LlV^ ik (ompiinv 
(A ill {u\ lntfTl^’ 11 inaum Kk tk di'ldvid pcncvl 

Equity Shares of Rs.l0/- 


Lead UarU|{rrs 

hium ut 4 (KKin vrvn t s It im 
I Mf^tnuCmUtaiMlInvr^bnrm 
( 4 Ma|iaay at India lid., 

Nirlt'if H'biv 

Oi Atl'i’i iVj'aiilX»4l 
Hitmluv 


Indhank Vrirhani Banklog 
' Srrvk-cvLld 
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I f-inaiKidl C4>nMikBiK> Ud 

J tbiiiiiialtjttiltkr' WHum 

4niu>didt 
MmIi isNiiHiii) 




ALSA MARINE AND HARVESTS LIMITED 

AF S t. 1 Ith Mam Roatl, Ann,» Nagar, Matlra-- (XSi 0 ill 
TelephoiK' 0212937,'38't'i, Telex (Vll 2 liMi tlDtl) IN, I'.ix (Rl'JI 'tl(i2i FXiS 
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COMPANIES 


Accent on Modernisation 


lATA IRON AND STt F L (TISC O), me 
bjggc-t privdie sector coinpanv in terms 
of assets and the second biggest in terms 
of tuinever, suffered a setback in saleable 
steel production in the yeai ended March 
1991 The adverse factors affecting pro 
duction included disturbances disrupting 
the flow ol raw materials to the steel 
works and the movement of finished steel 
from the plant and eiratic power supply 
Production ol saleable steel at I 9 million 
tonnes was lower compared to I 911 
million tonnes achieved in the previous 
year Iht higher inteinal ccsnstiuction 
rcquiiements foi continuing laigc 
modernisation progiammc lesultcd in a 
decline in sales bv 4 8(X) tonnes at 1 64 
million temiies as againci i 6h8 million 
tonnes in the pievious veai 

Howevci, III value icrins the eompanv s 
net turnovei achieved a record ligure ol 
Rs 1991 S4 eioie, icgisteiing an ineicasc ol 
8 pci cent over the picvious vear I Ins was 


mainly due to paitial lull vear impael oi 
steel price iiieieascs lletier product mix 
and production ol value added iiems 
through conversion airatigemcnis with 
lerollers also eonirihnitd to the ineitased 
turnovei I sport eaiiimg at Rs 207 eiore 
showed a substantial impioveiiicnt ol 41 
percent ovei Rs 147 lioic in th>. pievious 
scat in spite ol a loss ol Rs 6' eioie woiih 
ol business due to the Ciull etisis Slid 
and engineering expoiis witnessed an ini 
provement of 67 per cent 

With an iiieiea c 1 1 pn cent pio 
Ills belorc tax sealed i new liieh at Rs 218 
eioic I own interest chaiges in 1990 91 
weie mainlv due to tin one lime substan 
lial interest pavniciii on the liillv and 
paitlv convertible ckheiiturcs m 1989 9() 
a also on the toi il ipplieaiion monev 
leccivcd on these di beiituics I he increase 
111 piolits aliei I V cv IS onlv iiomin il at 
8 pet edit due to i phenomenal iiieie ise 
ol!86pci mini iv pioMsioii aiisiiu out 


The Week’s Companies (Us lakh) 



T1S{ O 

ILtCO 

Belial V Sieels and XlUiyv 

financial Indie alurv 

1990 

1991 

1990 

1991 

1990 

1991 


Mirch 

March 

March 

M tr 1 

MII. h 

Mart, h 

Income ex/9en\e% pruItts 







1 Net sales 

184926 

199134 

i6rn 

i09*Hi 

•*06" 

2841 

2 Other iiHomc 

IS8S9 

18812 

6124 

94 

p 

12 

t Raw material consumed 

41S''5 



1 SI 

1* 4 

.019 

4 Powei and fuel 

I'KM 

1209(1 

4YI4 

t 

p 

2)4 

^ Other manufaiiunnit txpensts 

19270 

22224 

H5^7 

IflS *s 


11 

6 Laboui (Ost 

^5404 

19( 34 

22691 

U% 

14 

48 

7 Othtr cxiNnses 

36291 

31III 

mu 

UiM 

149 

226 

8 Opeiainig ptolils 

41186 

48609 

21081 

11(44 

■>« 

406 

9 Interest chaiges 

ir24 

11091 

161 

Sif 

91 

1 1 

10 Ciross prol Is 

’946'’ 

17M6 

191211 



115 

11 Depresiatiott 

IlH^V 

M701 

4K91 

S4 t 

SK 

61 

12 ProIrtv belim lav 

nsgi 

21811 

I4M29 



1 4 

n Ikx provision 

2110 

7KtK> 

45 5 

1 s( 

p 

5 

14 Profits iftet tax 

14831 

)60n 

10234 

14 ) 

5K 

If ) 

15 UisidencJs 

S0S9 

V U 

1I2( 

1 4 


1 

Liabitiliei atien 







16 F^id up (apital 

22W 

*2989 

10444 

K h 

^4 

rg 

17 Reserves and surplus 

1KI1II 

IN4:’' 

0 

4 t 1 

66 

11 

18 long lerm luanv 

IIIIS31 

1181 3(ai 

4K881( 0 

!>■ 1 

U1 

1 34 

19 Short term loan 





4tK) 

65- 

20 Current liabiliiits 

6638 

88122 

5h'* 6 

4 

■•10) 

123( 

21 Cirow Tixed asveiv 

206216 

270129 

9t4KK 


6 9 

1264 

22 Accumulated dcpreeialinii 

8626’ 

V«9^0 

4107(1 

4X 1 ) 

241 

16K 

23 Inventories 

32073 

39722 

13023 

Ut 4 

880 

1942 

Of uhich finished goods 

23111 

28222 

r234 


219 

416 

24 Receivables 

22110 

28349 

1(X)12 

4SS4 

H4 

249 

23 Loans and auvanees 

24144 

28302 

II0«1 

194 (f 

39 

114 

26 Cash and bank balance 

W95 

1’40 

361 


116 

886 

27 Invesimenis 

79312 

37186 

10148 

l(»S s 



28 Other assets 

29 

to 



1662 

54 

29 lotal liabililies/asset 

101194 

149108 

t554*’1 

IKOO*' 

1219 

4161 

Key fmanaal mum 







VO Ibrnover ratio 

0 61 

03f 

104 

1 1 

064 

0 65 

31 Return on sales 

13 91 

18 84 

1219 

t 

7 37 

8 27 

32 Return on investment (%) 

9 78 

10 73 

12 68 

1< >4 

4 8K 

5 19 

33 Return on equity (98) 

It 13 

II 24 

21 22 

24 16 

14 (W 

24 15 

34 Book value per share (Rs) 

37 90 

61 88 

47 00 

3618) 

12 III 

18 39 

33 Earning per share 

8 81(b) 

6% 

9 87 

n 69 

1 70 

4 32 

36 Cuneni market puce (Rs) 


213 00 


2(1 ’3 


43 00 

37 Pnce/eamings ratio 


1147 


W08 


9% 


{>) Iwc l nd w ihon tfrm ktant (b) Cakultied twi the effect w capiuil iiritiiiw \(<i 


ol lestriction of depreciation allowance to 
78 per cent of that claimable Dividend 
on equity shares was raised to 31 per cent 
Irom 30 per cent in the previous year 

fhe eompanv has undertaken a Rt> 2,000 
cioic expansion cum modernisation pro¬ 
gramme It includes a new one million 
loniics per annum capacity blast furnace, 
one niillion tonnes capacity hot stnp mill, 
powci tdeilitic's to generate nearly 100 MW 
and a 1 73 million loiines per annum ce¬ 
ment umi I he blast lurnace in expected 

10 be coniimssioricd during Ih'' first half 
111 1992 I lie cement plants which will be 
locaicd ai Sonadih in Madhya Pradesh 
and Iciiihtta in Itihar aie expected to be 
eommissioncd bv the end of 1992 The 
Sled Dcvdopniciit fund Committee 
rcetiiilv aiiciumcd a Rs 680 crore loan to 
pall liiiaiiec ihc expansion scheme With 
a view ol piovidiiig additionaf working 
e ipiial the eoinp inv extended the date of 
iii.iUiM V ol iis IS pel eint seeutcd non- 
eonvettible debmliires aggicgating to 
Rs '8 emie loi 1 period ol sevm vears 
be inmnc liom Sepumbei I" 

I be IiiikIs How diiMiie 1990 91 amoun 
led lo Rs 693 etoii ol which cash 
^mei ikd tiom opeiaiions lornicd 43 per 
vcm (It ilu iciiiumiip sale ol invest 
iiiciits leioiiik I lot \1 pci cent and 
hot row in loime\l 24 per leiii and the rest 
e itik bv w IV ol share capital issued on 
soils el Sion Vie Ills 94 per ectil ol the 

11 n<ls Well iitili eil towards capital 
espi ikliiuie 

Ilk eoi ipaiiv s el loll low.irds eonscr 
s moil ol meuv vidvled uood results 
Impiovemeiits in eoki e|ualilv aeeoni 
p.uueci bv hi hei sink pioporiion in the 
bl isi luiiuke biiului ind increased blast 
bunielilk mon lesulkd in energy citi 
leiiiv m bl. si lain III stpeiation further, 
soal miesiion iniKulikeel in oik* blast 
lull) lee ei. ibleel n pi leemeiil ol scarce and 
evpillsivi eoke 

II 1(1) 

Record Turnover 

l\l\ I NtilNl I RIN<. \ND 10(0 
MOri\ I (11 I c O) which enicreed as ihc 
hii’gisi eompain in iiinis ol turnover in 
ilie pnvate eoipoiaii sector in 1990 91 
lonliruied lo maimaiii its market leader 
ship III medium eommereiai vehiiles 
(MCV) and light eommereiai vehicles 
(I ( \ ) \\ ith a 1 meiease ol IS per cent-tn 
sales the maikel share in M( V rose lo 7I 
pi I ecni S mlarlv w ith an increase ol 62 
per cent in the sales of 1C V Telco achiev 
cd a market share of 3S per cent Tala 
Mobile production also increased Sales 
ol spate pans lor commercial vehicles 
registered an increase ot 17 per cent The 
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excatator division sold 217 machines 
against the production ol 206 machines, 
resulting in a rero inventory at the end ol 
the year 

In value terms, net sales ol the conipans 
showed a significant improvement of ^0 
per cent Although there was a substantia) 
increase in the cost of new materials (161 
per cent), power and fuel (4S pei cent) and 
labout (27 4 per cent) the company was 
able to maintain the overall expenses to 
sale ratio at 0 92 1 

faxpoit earnings of the company in 
eluding deemed exports, registered an m 
crease ol 28 per tent to Rs 131 cioit in 
1990 91 The company exported 4,420 
vehicles against 3,‘i29 vehicles in 1989 W 
The company plans to export steel 
castings for excasators to its loreign col 
laborators Hittchi C uiistruction 
Machinery, Japan Irom 1991 92 1 he 
company is a net foieign exchange caiiici 

Operating profits ol the company in 
creased by 37 per tent and pri'fiis be Ion 
tax spurted by 38 per cent tivtr the 
previous year Hoysevti piolits allti i ix 
moved up bv only 38 per cent due to m 
crease in tax provision linprovenicnt in 
operating prolits enabled a higher ii it rest 
coverage latio ol 4 34 m 1990 91 us lOin 
pared to 3 68 in 1989 90 I he compuny 
distributed a highci disidcnd ol Rs 4 pci 
share compared to Rs 3 per shun m the 
previous vear Howeytr the pay oiii luiio 
I e, dividend as percentage ol piolits alter 
tax, icmained loyscr at 29 2 pci ten' com 
pared to 30 3 pn cent in the pics ions ye ii 
resulting in highci icicniion duriri. the 
year undci its less 

The coiiiiiany coiiimtud its elloric to 
makt improycrncnts in tin r inec ol 
vehicles I hi hydraulic cxcuvuioi vias up 
graded ysith the inirodiiction ol the iitys 
T\’ scries ysiih know how lioni Hiiichi 
The range ol earth inoyinu cqiiipnit ii w o 
widened with iht laimching 1)1 IWl 3036 
Tata Inirit end wheel loader I he eoiiipuny 
plans to lalionalise ns product m s ol 
eommcicial vehicle > to ini|)ro\t sail ly mil 
luel cllicitney and lower ennssuin levels 
According to the company modiini ition 
and upgrad ition ol teehiioloi’y w is ion 
tinning to mipioyt prodiictnity mil 
n'diiet tost thion|.h disien and nutm il 
optimisation I he lainiih ol ine new lai i 
Sport and lata L stall is planned dm me 
the lurrcni linanei il ye ii 1 he iiiai iilue 
turing laeilities at I ueknow an cxpeiieJ 
to be toinmissioned by M inh 1992 

funds How duiint. 1990 91 was esii 
mated at Rs 391 21 erort 1 uiids ii net iltd 
Irom operations loimtd 3o pei etin ol the 
total, while the icmainiiig wire raised 
through sail ol invisinnnis \s muih as 
63 per cent ol the lunds was utilised loi 
working capital icguirenit Ills wink 23 1)11 
cent was used loi tapnul expeiiditure 


BELLARY STEELS AND ALLOYS 

Towards Self-reliance 

BE I I ARY STLFLS AND ALLOYS, a 
mini steel manufacturing company, 
achieved significant growth in production 
and sales in the year ended March 1991 
Pioduction ol billets leached 36,187 
tonnes as against 28,110 tonnes in the 
previous year, indicating a growth of 29 
per cent Capacity utilisation meieased 
Irom 39 pel cent in 1989 90 to 73 per cent 
m 1990 91 Net sales tegisteicd an inciease 
ol 36 pel eent Despite an increase in the 
cost ol raw materials (30 per cent), power 
and fuel (24 per eent) and labour (41 per 
tent), operating prolits registered a signi 
I leant improvcnienf ol 62 per cent The 
company wav able to rcduie its expenses 
to sales ratio Irom I 04 I to 1 01 I in 
1990 91 Prolils beloic lax and altei tax 
grew phcnonicriallv by 149 per cent and 
191 per cent rcspeclistly osti the 
pavious scar I he impiovement in prolits 
enabled Hie company lo pas a miiden 
dividend it th tale of 10 r>ei eiiil on 
et|uily shares 

llieie was a rise in the major prolit 
abilitv ratios Gross return on imcstmeiu 
ineicased troni 4 88 per etm lo s 33> per 
e< 111 while gloss tituni on turnover im 
pioved lo s T per etni fioiii 7 37 jxrr cent 
lilt novel raiio lenu tnc 1 almost sieadv at 
0 63 I Rirurii on sharehi Ideis capital was 
m liked up lioin 14 (M per eiit lo 24 3S 
pe eeni 

■ he lonipanv depended heavilv on im 
purls tui its raw materials Oi ihe total 
law in lie lal oiisumpiion ol Rs 19 92 
iror,. as nnuh a ’’9 pel eint was im 
|H)iied Aei otdiiig 10 the eoinpaiiy ellort) 
III being nude lo maximise use ot m 
dieeiioiislv ivailable sponge non as a 
subsiHult toi imported law miteiials Ihe 
company expects to aihicve 8' 90 pel eent 
ea|i leiiy 11 ills iiion m 1991 92 and also in 
itodnee high value added alloy sleds 

lire compinv plans to im|)lemcni a 
coal based sponge non proieil with i 
eapaeiiy ot 60 (XK) tonnes per annum w ih 
(wo kilns al dll islimated capital outlay 
ol Rs 43 lion Ihe project will not only 
ensure aderjuale supply ot sponge iron but 
also save loreij.n exchange I hi plant is 
seheduli J I > siart produelK n m Oeiober 
1992 With the liiddic rclinmg laeilnies 
and the in lallaiiori of (he captive sponge 
non proieiis the eompany expects to 
show further impiovements 

lo augment long term rt,ourees lor 
linaneing thi sponge non project and to 
meet workinj e ipi il lequin iiiciils and 
sliingilun ihi i ipil il base Ihe company 
ptopitsis to eiitei the capital market dui 
ingSipieinluI DLLiinoer witn 14 pet cent 
sieiiiiii lull eoiveilible debentures ag 
iiej. iimi R 3<;<) so lakh on nehi basis to 


existing shareholders and also issue 14 per 
cent secured partly convertible debentures 
of the value of Rs 550 50 lakh 
funds flow during the year was esti¬ 
mated at Rs 10 49 crore External sources 
formed 80 per cent of this total Interest 
coveragi lates remained lower at 2 37 
compared to 2 70 m the previous year 
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IN THE CAPITAL MARKET 


IG Petrochemicals 

IC PETROCHLMICALS (IGPL), a 100 
per tent expon-onented untt promoted 
hy Mysore Petro Chemiuls, is toirrtng 
out with a public issue of 1,06,10,000 
equity shares of Rs 10 each at par ag 
gregatiilg Rs 1,061 lakh I he issue will 
open on September 9 The company is 
setting up India’s largest phthalic 
anhydride (PAN) plant at laloja in 
Maharashtra With a licensed capaatyol 
45,000 tpa, IGPl will be the only 
international stale PAN plant in the 
country ICiPL has a technical and finan 
cial collaboration with lairgi GmbH of 
(leimany Under the agreement, apart 
from partictpating in the equity ol ICiPL 
Lurgi will also assure the export ol 
IGPL’s production for five years at 
prevailing international puces through an 
associate company Mctallgescllschall 
(Hung Kong) I his fisc vcai arrangement 
IS to the extent ol 100 per cent in the lirsi 
year and "’5 per cent m tht next tout years 
with an option to extend it by anothci 
fisc years KiPl plant wilt use the pro 
cess dewkHicdb) Wackii ( hemic (imbH 
and liv.ens d hy Lurgi for the p oduclion 
ol PAN This IS a low energy process foi 
which Ijirgi will supply a special catalyst 
develo|)cd liv Wackci ( hcniic and which 
guaranties hs punts ol PAN at W 85 pti 
ten and i yield ol lor to 107 jier cent 
ol lilt Itedsiock lot iht KilT piojtci 
1 urgi has supplied the plant and equip 
mcni anJ piosidtd the know h iw and 
basic engineering Iht del tiled engmeei 
ing proitci management including 
suitcisision ol const! lie non is being pro 
sided et the site by llumpliievs and 
Glasgow (emsultaiits Mysore Petro 
( himicals (Ml'( 11 a well tettbn ‘ud 
pro'it making company with ns plain i 
Kaiehui in Karnaiak i is i leaditii pro 
dutci ol PAN in the oiinliy In 1990 
MPCl paid a dividend < I 40 pet cent 
Tht tompanv has i subdantial ‘hare ol 
the domestic inaiket in the saiiuus ap 
plieatioii industries such as PVC p nnts 
varnishes coaling inks dye in 
termcdiaies etc Since 1986 MP( 1 has 
made piuiieeiing imuads into the expoii 
maiket loo Ihc IGPl plant tompaies 
favourably with tht average mtematinnal 
plant si/e of 35 (KK) tpa 1 he si/e of the 
plant IS important toi economies of scale 
in the manulactuie ol PAN and luis a 
direct healing on its eompeiiliye strength 
in the world maikci PAN is an essenti il 
industrial chemical used in the maneilac 
ture ol plastiei/ers lor PVc tables 
leather cloth flooring tiles and 


footwear etc It is also used for mamifae 
turing alkyds in the paint industry and 
the pioduetiun of eertain varieties of 
dyes and pigments The international 
demand fur PAN is growing steadily and 
IGPL does not expect any difficulty in 
marketing ns product The project im 
plementation is m lull swing and in<ial 
lation IS expected to be completed by 
December Allowing cme month lot com 
missioning and trial runs commercial 
production is expected to commence in 
the first quartet ol 1992 The total pro 
ject cost IS Rs 6185 lakh with Rs 900 lakh 
as tht promoters contribution in the 
equity shait capital The present share 
issue IS to met t a pan of the project cost 
Out of the issue KiPl IS making three 
prefeicntial offers Rs 98 05 lakh to the 
employees ol ItiPl and MPCI 
Rs 106 10 lakh to the sliartholdcis ol 
MP( I and Rs 2(K) lakh to NRls Ihc 
balanee ol Rs 6 <■ gs | ikh is beint 
ollired to the liuliin public 

Chembur I’atalgan^a 
Pipelines 

(«/ um R /•! / I/O4Nc, I Pin 
/ /M S It PPl) I lu w com|)aiiv is ciiti r 
ing the capital m II kcl on August I9with 
.1 public issue I I 4M5 1 ikh cquits sliaics 
til Rs 10 ca h lor Ks 4hl 51) I ikh 1 he 
total issue I woith Ks8')|l lakh in< hiding 
sti tics wonl Rs tsk 5() I ikn It seised I u 
l>it tele ntial alloi iiu n 1 he comp ms pto 
posts 10 uiidcrlike tpioitcl insolsmglie 
laymj ol a pijielm ti im itu leline's 1 
Bhant Pclioliiiin t pt riiion tl ( hei i 
bill loi ti lisp SI IC iiipliiha n tin 
pelioehcimetl >ii i It \ ol Rcll uie In 
dusliies i( I'llil inja and in ilhci 
pipeline !> l i oiling us turn 
site nil Iliepipeli iiuitc would e <\ei 
a dis' litee I I ipi I m i e ly 5 km tc lell 
was) iiiehidim i bn nine s leleh o' 
lour kii s 111 I III proieel IS 

csimitte 1 It R I I 1 C flu will be 
Inline el bs Ihe ) i eii issue si R 8 70 
e Olc elllilon I 11 tlliaii I il liisiilu 
'I si Rst5iH) r ti Itom b til's Rs 12 
eion nid nil siiiiel saiises litsm 
Rcll inst liiduslii sKsK erott I he lav 
mg ol the pipelines s in progress aiic* the 
pipelines are e iv. t il to be computed by 
Oetobei Ilu nil niv has enleied into 
a ehatiei 111 e a mtiii with Rll lor 
iransportmg im leedstoek through 
pipelines whieti s mote eOSI elleetivc 
1 his agrtemcni pi seitles tot the company 
to iteeivt Iran poitatioii charges per 


tonne of feedstock thmugh the pipdmes 
T he eumpanv would also have an a<isuied 
minimum revenue from Kit in case Rll 
IS unable to make available adequate 
material lot transportation 

Alsa Marine and 
Harves»ts» 

4Z S4 MAkINt AND HARVESTS, an 
existing profit making company engag 
ed in ptoeessiiig and export of marine 
pioduets and in aquaculture, owns a pro 
cessing plant near Visakhapatnam 
which IS equipped for production of 
value added pioduets The tarm near 
Nellort in Andhra Pradesh on 32 hce 
tares of land is designed for semi 
mien in euliure and iis leed is eapiively 
proilueed eon erving a substantial 
amount ol foieign exchange Ihe om 
pans o|seiatts leased processing plants at 
C ileulU Madias and C oehm It las cap 
live back up power sources irsulaled 
vans and qualils tono'ol fa ilities The 
company now proposes to take up an in 
ttgiatrd expansion and modernisation 
programme m two stages with the accent 
on consolidation and value addition I he 
lust phtse nt the programme comprises 
modernisation ol the processing Gcililies 
neat Visakhapatnam expansion ol the 
aquaculture tarm neat Nellore and set 
ting up ol a new processing plant in 
( rlciiita while under the second phase 
the eompanv proposes to expand the area 
under aquaeuliiitc bv about 151) hectares 
with a eaptivt hateheiy and feed plant 
1 lit proieets eoviied bv phase one have 
a veiv short gestation period inasmuch 
as thes are expetted to be eompUied by 
the end ol this month I hat under phase 
two IS Scheduled to be completed in 
lamutv 1992 I he estimated ptoieet cost 
IS Ks 662 lakh to finante m part this 
puvgramme, the eompany is entciing the 
capital market with a public issue of 
21) ■’()000 1 quits shares ol Rs 10 each at 
pat aggregating Rs 207 lakh Ol this 
equitv hares c>t Rs 20 69 lakh are car 
maiked lot employees According to 
Alla* Pasha chairman the company was 
Die lirsi to export IQl (individual quick 
tree/mg 1 shrinip me) cooked shrimp 
Irom the e isi cost and loi the year ended 
March 1991 ih value added exports ae 
counted lot about 20 |)ei cent ol the total 
ales )l Ks 2 184 lakh and (his is targeted 
at more than 50 per cent (or the current 
Vear The subscription list will open on 
September 5 
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CIVIL LIBERTIES 


Students’ Rights 

A G Noorani 


A recent Supreme Court disposition clarifies some legal issues 
regarding the rights and duties of students and educational 
institutions and is an addition to the growing corpus of case law 
on the subject. 


THE steady march of ease law has 
resulted in a solid carpus of case law on 
the rights and duties of students and 
educational authorities. The Supreme 
Court’s judgment on March 12, 1991 in 
Maharashtra State Board of Secondary 
and Higher Secondary Education versus 
K S Gandhi and others is the late.st pro¬ 
nouncement of the court which explains 
the legal position clearly. 

It concerned the secondary exams in 
March 1990. After the valuation of the 
answer sheets by examiners, random 
counter-check by moderators and recoun¬ 
ting at the board, the moderators' mark 
sheets were sent to Pune tor feeding the 
computer to declare the results. It was 
discovered that the moderators' mark 
sheets relating to 238 examinees, including 
53 respondents in the appeal decided by 
the Supreme Court, had been tampered 
with. In consequence 214 examinees who 
were otherwise to fail would pass while 69 
would improve their ranking. The results 
were withheld. An inquiry followed. Show 
cause notices were issued to the students 
in which the facts were fully recited and 
inspection of the papers was also offered 
They wre also offered an opportunity of 
being heard which included the rights of 
cross examination and of adducing evi¬ 
dence in defence. The candidates appeared 
before the inquiry officers 
The inquiry was a detailed and thorough 
one with questionnaires and the rest. The 
officers submitted their reports to the 
board whose standing committee decid¬ 
ed to withhold the declaration of the 
results of the students concerned and to 
debar the 238 students from appearing in 
the supplementary exams in October 1990 
and March 1991 as a measure of punish¬ 
ment. The Bombay High Court, on a writ 
petition, quashed the notification which 
announced this decision 
On appeal, a division bench of the 
Supreme Court consisting of justice N M 
Kashiwal and K Ramaswamy, set aside the 
Bombay High Court judgment and order. 
The key question in the case was the 
nature of the enquiry that was necessary 
in law in such a case. It was argued that 
the students were minors and had no assis 


lance in their defence from their parents 
or advocates. However, alt the students 
had admitted that there was lampciihg 
and ns benefit accrued to them. Only, the> 
denied their own or their parents' com¬ 
plicity. The Supreme Court held ihat cir¬ 
cumstantial ev idence proved ilic guilt and 
the enquiry was adequate. The couiis' 
jurisdiction in such cases is piitely super¬ 
visory to see that the inquiry w'as lair and 
the rules of natural justice were observed. 
But the courts cannot sit in appeal on the 
facts and evaluate the evidence loi them¬ 
selves as the Bombay High Court had 
done. 

This exposition of the law applies to alt 
domestic or private oi departmental in¬ 
quiries. The court's exposition therefore 
deserves to be quoted in full. 

Ii IS well selllcd law ihal siriLl rules ot Ihe 
Lvidcncc Act, and the slaiulaid ol prool cn 
visaged therein do nor applv lo depaiiinen- 
lal proceedings ui domestic tnhiinal. Ii is 
open 10 the aiiihoiilics lo receive and plaie 
on record all the necessary, lelcvani, cogcni 
and acceptable nialerial tacts though not pro¬ 
ved stiietly in conformil) with the I sidcnce 
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Act. The material must be germane and rele¬ 
vant to the fact.s in issue. In grave cases like 
forgi'iy. fraud, conspiracy, misappie^iriaiion, 
etc, seldom direct evidence would be availa¬ 
ble. Only the circumstantial evidence would 
furnish the proof. In our considered view in¬ 
ference from the evidence and circumstances 
must be carefully distinguished from conjec¬ 
tures or speculation The mind is prone to 
lake pleasure to adapt circumstances to one 
another and even in straining them a little 
to force them to form parts of one connected 
whole. Theie must be evidence direct or cir¬ 
cumstantial lo deduce necessary inferences 
in prool ot the facts in issue. There can be 
no inferences unless there are objective facts, 
direct or circumstantial from which to infer 
the other fact which it is sought to establish. 
In some cases the other facts Can be infer¬ 
red, as much as is practical, as if they had 
been actually observed. In other cases the in- 
teicnccs do not go beyond reasonable pro¬ 
bability It there are no positive proved facts, 
oral, documentary or circumstantial from 
which the inferences can be made the method 
ol inicience tails and what is left is mere 
spcciilaiion or conjecture. Therefore, when 
an inicrence of prool ihai a fact in dispute 
has hern held established there must he some 
material facts or circumstances on record 
from which such an inicreiice could Ijc 
drawn. The standard of prool is not prool 
beyond reasonable doubt ‘but’ the pre 
pondeiance of piobabilitics tending lo draw 
dll inicrence that the fact must be inroe pro 
bdhie Standard of proof cannot be pul in 
a sirailjacket formula No nialhematical for¬ 
mula could be laid on degree ol prool The 
piobative value lould be gauged liom lads 
and circunisianics in a given case 1 he sian- 
d.ird ol prool is ihe same bolh in iinl cases 
and domestic enquiries 
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RANDOM REFLECTIONS 


Right to Work; The Why and 
the Wheretofore 

Anin Ghuhh 


‘Right to work’ IS not a laughable concept It can and must be 
implemented But it calls tor icrtain pre sonditions the most vital 
of which IS democratic decentialisation, intioduuion of 
panchayati rat and the devolution of socio-econoniK. development 
authority to democratically-elected local bodies 


THE other day, I ran into a distinguishtd 
economist—in lact, one of the most distin 
guished in the country—loi whom I have 
high regard I tell flattered when he said 
he had read the pieces on the f ighth 
Plan—spaad over lanuars 19 Ma) 11—in 
these columns, and I was pleased when he 
told me that he gencially agreed with the 
F Ighth Plan approach and proposals 
outlined therein Hut there was a snag He 
did not believe in the recommendation 
regarding the right to work. In fact, he was 
loially opposed to the concept in ptinei 
pic And where we nici there was no op 
portuiiity lor discussion 
I sscntiallv the right to woik implies 
that e*vcrv adult eiti/en should have the 
light to do phvsical laboui lor eight hours 
pci day ai the minimum wage in that 
sense il i> akin to the Maharashtra's 
I mploviiieni (luaiaiites. Schemed CiS) It 
does not mean that eveiv ciii/en wcnild be 
entiiltd 10 demand government employ 
ment nor emtilovmeni ol his choice It 
does iniplv though that throughout the 
eouniiv, evciv citi/en should have the 
right to earn the minimum wage bv pro 
viding eight hours physical labour within 
a rcaionable distance Irom where he lives 
VMtv do we need the tight to woili' 
Apart Irom the lonsideiablc undcrempio 
incni that csists uidav thire is also in 
^reaving uiieniploymeni ol the overt tvpe 
According to the 1%7 h8 NSS visible 
unemployment was roughiv 6 pei cent ol 
the workfouc in rurji areas and as much 
as 9 pci cent in uiban areas In the latter 
case, much of this unemployment pertains 
to I he educated unemployed, and the 
unemployed in this instance may not 
necessarily qualily lor assistance under 
the scheme lor ihcin, one has to think 
ol alternatives, lot the giowth ol the 
educated unemployed is a * rave potential 
threat to the haiinonious working ol the 
economic system Howcvci a section of 
the urban unemployed also consists ol 
landless lural labour Hocking to neigh 
boufing towns in seaieh ol emplovmcnt 
Apart Irom overt ‘unemployment, 
there is also considerable undeiemploy 
ment/low productivity cmploMiicni In 
part, this IS a result of the inadequacy ol 


organisational support lor tiadilional 
cialts lor the artisan, the handloom 
weaver This class of produccis is denied 
credit, has little access to raw materials, 
and has now to lace competition ol mill 
('input wheic the lattci has the lacility of 
sill sidiscd credit mtiastruetural support, 
and o'her advantages all provided at the 
cost ol the taspayci To digress lor a mo 
ment the votaries ol the ‘modernisation’ 
ol the economv must be leminded that 
they should be made to pay for ‘social 
security, which nica'is a straightlorward 
dole to the uiicniploved On the other 
hand certain shills in policy can provide 
employment oppoituiiities to the artisans 
III their traditional cr ills and enable them 
lo compete But wt would never bother 
to even consider ih tse shilts in policy 
unless we aic laced with the reality that 
in the absence ol woi hwhile self employ 
ment, these millions ol craftsmen would, 
under the righl to woik be knocking at 
our doors and demanding work at the 
minimum w.ige So the right to work is 
nccessarv even lo loicc us to change some 
ol our policies and such right has to be 
accompanied bv mcasuies which will help 
a vast maiontv ol sell employed peO|Sle 
to continue with ihcir vocations at a 
higher le'vel ol pioductivity and income 
Bui this IS to anticipate the discussion that 
will follow Thcie arc other pre conditions 
10 the sucecsstui iniplemcntation of the 
right 10 work 

It IS important ti' {O back to the need 
loi a cuaiaiitcc to the right to work As 
per a detailed staic wise study based on 
consumption expenditure in the rural 
areas as obtained liom the NSS, B S 
Miiihas has found that in 198t 88, some 
41 per cent ol the niial p vpulation was 
below the poverlv Up (nailing the error 
m the Planning C opimission estimates— 
based on a scalar u| gradation of the con 
sumption ol all cin gories ol households, 
using the quotien ol the difference bet 
vw'cn the NSS csiiinatcs ol household eon 
sumption and the (-SO esttmates ol 
private eonsumpiioii wherein the break 
ur ol the urban, rural distribution of out 
put IS also higily aibitrary) Indeed, 
Mmhas has written t vtensivcly on the er 


roneous methodology used m framing the 
Planning Commission estimates, and this 
point need not delay us here 

The biief point is that the extent of 
poverty in rural areas, even as late as 
1987 88 (40 years after independence) 
should be unacceptable to any society The 
othi r stark leality is that 70 per cent of 
the people below the poverty line are con¬ 
centrated in eight states, where agriculture 
IS ram led, where the degradation of the 
land—aiising from a variety of reasons— 
has reached dismal proportions, and 
where the productivity of farm labour 
therefore is quite poor 

How will the right to work help in the 
above situation'' There is need for massive 
investment in infrastructure for the rural 
areas, for land levelling, for contour bund¬ 
ing, for iiee planting for small (or minor) 
irrigation works depending on the topo¬ 
graphy ol each area—a small check dam 
or wen here, a pond there, the restoration 
of past works which have fallen into 
disuse, the planting of grasses on the 
slopes to prevent soil erosion and the for 
mation of gullies, and to generally tm 
prove the moisture retention capacity of 
the soil where the ram gods oblige bv a 
downpour lasting only over two or three 
months T here are so many other type's of 
rural infrastructure that we need all- 
weather roads to every vilUgc, school 
buildings, buildings for health care, ct al 
Wc urbanites, especially those living in 
New Delhi or Bombay, seem to forget that 
now, with television reaching out to dis 
tant parts )f the country, the social aware 
ness and ihc resentment of large sections 
ol the population arc beginning to create 
tensions which aie now a threai to our 
verv suivival as a nation slate No forces 
of internal sixurity' can keep this upsuige 
down, in lact, wc are wasting our resources 
on both delenci and internal security, 
when the real problem lies with the dis 
torted development Ihe increasing in- 
cqualitv ol income, the social inequities, 
in fact, the abysmal conditions under 
which large sections of the population 
live 

We keep talking of the need to raise the 
produiiivitv of labour How can one ex¬ 
pect eight hours of hard physical work 
Irom people suitering from malnutrition, 
and probably also some wasting disease 
because ol the dirty, polluted water they 
have to drink ’ How can we expect skills 
to develop when most of the deprived sec¬ 
tions of the population are uneducated^ 
Wc talk ot low labour productivity, but 
never about poor management of our fac¬ 
tories Indeed, the management of the 
economy leaves much to be desired, 
because our policies tend to neglect the 
welfare of the majority of the population 

The upper eiust of Indian society has 
ensured its weltare—no matter what the 
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rate oi intution—intougn me rourtti ray 
Commission. The cost to the nation by 
way of increases in pay and dearness 
allowances of the civil servants, employees 
of public enterprises and universities, col¬ 
leges, and ofncially-aided schools, exceeds 
by a fair margin, the likely cost of a 
nation-wide employment guarantee scheme. 
And if one were to consider the ‘covert’ 
subsidies enjoyed by the affluent sections 
of the population (see, in this context, 
Mundle and Rao in EPfi', May 11), the 
total atnount of such subsidies would be 
several times the amount required for the 
implementation of an employment guaran¬ 
tee scheme. For us, the benehciaties of the 
development programme initialed in the 
country in the fifties, opposition to the 
Employment Guarantee Scheme smacks 
of: 

The simple plan. 

That they shall have who have the 
power, 

And they shall keep who can 

And, it IS not as il we need to create in¬ 
frastructure only in the rural areas. Apart 
from a very few towns—New Delhi. Bom¬ 
bay, Bangalore, Hyderabad, and inaylK a 
few other cities—the urban amenities 
available are pitiable, liven in these nietio- 
politan arca.s, there aie large sections ol 
slum- and pavemciii-dwellcis V\hai we 
need is a ‘continuum’ ol prosperous 
villages, vibrant smaller (mandi) towns 
processing the agricultural produce ol the 
neighbouring villages, and prosperous in¬ 
dustrial townships. This would again le- 
quire a lot of labour. 

There is need for the deployment ol 
labour for the impiovemcnt of both rural 
and urban infrastructure. And with a large 
population of unemployed and under¬ 
employed persons, if we cannot deploy 
this labout force to change the lace of the 
country, we are poor managers of the 
economy, no mattci how reputed we are 
in the international community in neo¬ 
classical economics. 

And therein lies the problem, f or too 
long we have tried to manage everything 
from Delhi. We have never considered the 
need to decentralise. But New Delhi can¬ 
not operate an all-India employment 
guarantee scheme. Even the bold initiative 
taken by Maharashtra indicates that wc 
cannol take on such responsibilities, with 
full success, even at the state level. We 
need to decentralise further. We need to 
entrust the task of local development to 
the people. This means, wc must I irmly 
establish and strengthen the process of 
democratisation through the panchayat 
.system (in rural areas) and municipalities 
(in urban areas). There must be some 
ground rules for the democratisation of 
the system. There must be regular elec¬ 
tions to the panchayats; there must be 
periodic meetings of the gram sabha 
wherein all adults in the village (or cluster 
of villages) will be members; all major 
decisions shall be ratified by the gram 


satrtia; all decisions taken oy the pan¬ 
chayat samitis (at all levels) must be 
displayed prominently on the notice 
boards of the panchayat offices; and the 
panchayats must be assisted by all the 
scientific inputs that we have at our 
command. 

The only way the right to work can be 
translated into reality (in the rural areas) 
would be to take up local ‘watershed area 
planning’, which in most parts of the 
country would require considerable input 
of physical labour. The planning effort 
would require the help of civil engineers, 
land use experts, geologists, agronomists, 
maybe other experts. Such effort can be 
considerably aided by satellite iniagerj' 
and aerial photographs. In 1990, it was 
estimated that an expenditure of Rs 100 
crore would be enough to provide for the 
‘mapping’ of the entire country through 
satellite imagery and aerial photographs. 
We already have a number of central 
government agencies doing this work; and 
the results arc invariably demonstrated m 
New Dcjhi, to diverse groups of officials. 
What we need is to reach these maps to 
the local auihoiities, to help them plan 
bcitei (In lact, satellite imagery pinpoints 
esen the areas vs-heie subsoil water is 
available, or whcie shoals arc emerging in 

ns CIS'oceans.) 

So, the lust pre-tequisite to operating 
an employment guarantee scheme is 
dcccnlralisation. And the only way to have 
democratic decentralisation is to foster the 
panchayat system. Rajiv Gandhi talked 
about It. V P Singh talked about it. Some¬ 
where down the line, both Chandra 
Shekhar and P V Narasimha Rao appear 
to have given the go-by to the concept, 
even though, the Congress ostensibly 
swears by Rajiv Gandhi’s policies. The 
current priorities arc different. We have 
to have an IMP loan to continue ‘business 
as usual’ for the next few years. And the 
reduction of the fiscal deficit and fun¬ 
damental trade reform are two of the mam 
planks of IMF ‘conditionality’. 

Kirit Parikh, in an article 'in The 
bjconomic Junes recently suggested that 
we give a try to trade reform, but that such 
a policy must be accompanied by an 
employment guarantee scheme. And, in 
his view, the EGS can be implemented by 
cutting down the many implicit subsidies 
we today extend to the al fluent sections 
of the people. 

The present discussion is not on all the 
policies that the government ol India 
should pursue. It is limited to the issue of 
the ‘right to work’. The brief point that 
is, that the right to work (or its variant, 
the EGS) can and should be implemented. 
But it calls for certain pre-conditions. The 
first is democratic decentralisaton, in¬ 
troduction of the panchayat raj, and the 
devolution of socio-economic develop¬ 
ment authority to democratically-elected 
local bodies. There would arise the need 


to also aevoive tne runas lequirea ny uie 
k>cal authorities to implemeiH the E(% 
and to use the EGS as a means of lo^ 
area development. In two or three years, 
as the effects of such area planning begin 
to bear fruh, there will arise opportunities 
of productive employment on the farm, 
processing of farm produce, dairying, 
poultry keeping, sericulture, handloom 
weaving, and a hundred other vocations. 

In 1990, it was estimated that on an all- 
India level, the cost of the EGS may be 
around Rs 13,000 crore'per annum (at 
1989-90 prices). Over the Eighth Plan 
period, a sum of Rs 65,000 crore would 
have sufficed. In fact, gradually, the 
pres.sure on the EGS should come dowti. 
Today, the amount required—at current 
prices—may well be much higher, may be 
some Rs 16,000 crore or more per annum. 

But what is the amount we are spending 
on coven subsidies for the affluent? On 
defence? On internal security? And what 
is (he total amount we are spending on 
centrally-sponsored schemes? The latter 
alone IS close to Rs 5,000 crore per annum. 
That amount, if devolved to the local pan¬ 
chayats, would lead to more efficient use 
of the funds. It is a commonplace about 
public finance that taxes are test collected 
centrally; the delivery of social services is 
best organised in a decentralised manner. 

So, part of the funds required for imple¬ 
menting the right to work can come mere¬ 
ly by rearranging some of the present 
transfers. What we need to do is to con¬ 
vert such transfers/subsidies (like JRY, 
IRDP) into investments. For the rest, the 
balance of the funds can come from cuts 
in the covert subsidies to the affluent sec¬ 
tions of the population. And the reduc¬ 
tion in the fiscal deficit can come from 
the tempering of outlays on defence and 
internal security, together with improved 
tax collection and higher taxation of elitist 
consumptiop goods. 

The right to work is not a laughable 
concept. It is a concept which needs to be 
set out as one of (he major tasks of the 
government. It is a concept which, if im¬ 
plemented properly, can change the face 
of the country. It is a concept which re¬ 
quires both courage to implement, and 
sagacity in regard to the manner of its im¬ 
plementation. After all, the NREP and 
the KLEGP, and latter the JRY and the 
NKY, were all intended to partially solve 
the problem of rural/urban unemploy¬ 
ment. But (a) half-hearted measures 
would not do; and (b) the scheme cannot 
succeed if it remains a centrally-sponsored 
.scheme. We need to decentralise. 

And since India is.essentially a federal 
entity, the unity and integrity of the 
country—a pet catchword of all politi¬ 
cians—can be maintained only by demo¬ 
cratic decentralisation of the body politic, 
of the devolution of the requisite funds 
for local area development planning, to 
be implemented through the EGS. 
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COMMENTARY 


Lok Sabha Elections: Message 
from Bihar 

Indu Bhaiti 


Though the country may be suffering from a fractured polity 
characterised by cynicism, confusion and a tendency for the voters 
to get swayed by non-issues, the people of Bihar chose in the 
recent Lok Sabha elections to vote on real issues w/uc/i affect 
their day-to-day lives and accordingly gave a clear mandate to the 
NF-Left combine 


THE 1991 Lok Sabha elections in Bihar 
will be remembered as a watershed Not 
because of the countrywide headlines 
about the highly exaggerated allegations 
ot electoral malpractices and violence 
And certainly not for the headlines con 
cerntng the Election Commission’s 
(dubious) activism m the state Rut lor the 
crucial message hidden in the election 
lesults which was not headlined indeed 
was Ignored by the media The crucial 
message is that even though the country 
may be suffering from a (ractured polity 
characterised by c 7 nicism, confusion and 
a tendency >oi the people to get swayed 
by non issues the people ol Bihar have 
chosen to vote on real issues which affect 
their day to day lives and accordingly have 
given a clear cut mandate tO the N1 Left 
combiie I he results show that not only 
did the pro C ongress(l) and pro BJP wave 
sweeping northern and southern India 
stop at the borders of Bihar but also that 
the people of the state, though suftcring 
from economic deprivation and social 
backwardness loi long, aie more mature 
than those in other parts of the country 
when It comes to politics f or not only did 
the electorate in Bihai leicct the com 
munal appeals of the BJP and the C on 
gress(l)’s notion ol stability but it was also 
not swayed by the latter’s attempts to 
nuke electoral capital out ol the 
assassination ol its leader 1 his is evidenc 
cd by the voting pattem in Bihai as shown 
in Table 1 

Only 17 6 per cent ol the voters who 
cast their votes prelerred the BIP and thus 
the party whic h had increased its share ol 
the votes by 9 7 per cent at the all India 
level could register in Bihar an increase ol 
5 9 per cent only ovei its share of the votes 
in the 1989 polls The Congress(l) suffered 
a 5 S per cent erosion in its share of the 
votes as compared to a decline ol only I 8 
per cent at the all India level 

The Nl left combine polled 47 4 per 
cent of the votes and was thus well ahead 
of even the combined vote share (40 2 per 
cent) of the Congress(l) and BIP I he 
Nr Left combine suffered an eiosion ol 
3 6 per cent in its share of votes in Bihar 
but this was markedly lower than the all 


India erosion of *1S per cent the combine 
suffered But since the 1991 figures con 
cern only 47 constituencies and the elec 
loral process lor sivcn more, involving 
around H per cent ol the electorates, six 
of which happen to be Nf Left strong 
holds, the share o* M Lett votes is bound 
to go up 

The rejection ol the (ongrcss(l) and the 
BIP was also rcliccted in the fewer 
number of seats won Iht NL la;lt com 
bine has already won 42 out of 48 seats 
foi which results h ive been declared, while 
at Munger also the ( Pi candidate has 
emerged on top it the end of counting 
though the f lection Commission has not 
yet declared the icsuli 1 he BIP has won 
only five scats and came second in II 
othcis I he C onBitss(l) has just managed 
to open Its accouni with one seat and 
came second in 21 others The patty wist 
t illy IS given in fable 2 

Iht Nl Left combine lusi thru ol the 
seals won in 1989 b u gained loui new 
stats in this t lection (I he ( ongrcssll) lost 
all the loui scats it li id won in 1989 but 
gained one seat Bausaiai where repol 
ling was held in is ininy as SS booths in 
the second round ol polling Ihc BIP lost 
&s> many as six ol the nine seats u had won 
in 1989 and as and when elections for two 
other seats won bv It le Patna and <iava 
art held it may turn out to have lost as 
many as tight fhe IPI lost the lone 
Ariah seal it had won in 1989 and gamed 
none (Table 1) 

I he del aclc ol the non NT litlt parties 
IS re fleeted in the laigcr nunitier ol steuri 
ty deposits loriciled as well The C on 
gress(l) forfeited its secunty deposits in 
over 30 seals whi'c the BJI had to sutler 
this Ignominy in are und 40 seats 1 he 
Sainajwadi lanaia I'aitv (SIP), which had 
fielded some ol its si ilwaits Irom Bihar, 
ended up losing the secunty deposits ol 
SO ol the S2 cand Jaits fielded by it 

This kind of res ilts cannot be explain 
cd away by allegations ol booth captur 
iim misuse ot state machinery or caste 
pc htics as has been sought to be done m 
the populai nitd'a I hese election results 
in laci pros idea due loan undcstaiiding 
ol the complexities ol a polity in iransi 


non Bihar is a state where caste and class 
are almost synonymous and class-caste 
divisions have been sharpening due to a 
variety ol factors The economy and socie¬ 
ty of the state are largely agrarian and are 
characterised by wide inequalities, ex¬ 
ploitation and oppression More than one- 
third of the workforce here does not get 
even what is needed to keep body and soul 
together and around 50 per cent of the 
people survive below the poverty line At 
the time ot independence Bihar was 
fourth in terms of per capita income, but 
today It IS at the bottom, below even 
Arunachal Pradesh, and its per capita in¬ 
come IS not even half the national average. 
The dominance ol the upper castes in 
every w ilk ol life is complete The fight 
ot the undcrpiivileged to undo the wrongs 
done to them by the ruling classes has 
been waged at two levels While the mid 
die peasantry middle castes have been 
fighting the upper caste landlords, the 
daht agricultural labourers ha e been 
lighting both since they arc exploited Iv 
both 

During the 1989 90 elections the peo¬ 
ple led up with the long spell of (on 
giess(l) misrult had elected ihe non 
Conpress(l) panics But after the NF 
government s tall over the question ot 
nseivation loi central goverpipent jobs 
and ns lirm stand on the question of 
scculaiism the NF Lett parties decided to 
make Ihc question ol social justice the 
mam plank ol their election strategy To 
avoid anv split ot the non Congress(l), 
non BIP votes ihe’y arrived at a complete 
scat adiustmeni the Janata Dal got 37, 
the (PI S ( PKM) 2 the M(( 1 and 
JMM 6 

The Nl left combine s slogan ol social 
justice though painted m the media as the 
lanai i Dal s atu mpt at dividing the state 
on casic I ncs piovcd to be a hit with the 
people lot a variety ol reasons In Bihar 
the middle and backward castes have been 
fighting against their oppression and ex 
ploilation Irom the days of the Triveni 
Saiieha m the 1920s and 30s and a section 
ol the middle castes which by the 60s had 
emerged as the new rich class has been 
striving since then to replace the upper 
caste feudal lords as the ruling class In 
the late 60s they had a taste of power with 
the formalton ot a non ( ongress coalition 
government in the stale But the upper 
caste dominated bureaucracy did not let 
It lunction for the full term When they 
again got a government ol their choice in 
late 70s they fought for a larger share in 
the bureaucracy and, after a protracted 
battle the karpoori formula was devised 
which provided reservation in state 
government jObs to these caste groups and 
to women and economically backward 
upper castes The next step for them was 
to increase their share in central govern 
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m6nt jobs and for this they have been 
fighting ever since the Mandat Comrnis- 
sion recommended reservation in central 
government jobs for the backward castes, 
^e Congressd) and the BJP, supported 
by the media, tried their best to create an 
impression among the Ktirmis and 
KoCTics, the two middle castes which, like 
the Yadavs have become prosperous in 
some parts of the state, that the Janata 
Dal was basically a Yadav party and that 
their interests could not be protected by 
it. To woo the non-Yadav backward votes 
they even gave a larger share of parly 
tickets to these castes. While the JD had 
given about one-fourth of its tickets to 
Yadavs, the Congressd) gave only 9 3 pei 
cent to Yadavs, and 16.6 per cent to non- 
Yadavs, the BJP gave 14.8 per cent to 
Yadavs, and 16.7 per cent to non-Yada\s 
(see EPW, June 1-8, 1991, p 1377). Bui 
these attempts to split the middle caste 
votes and woo the non-Yadav castes fail¬ 
ed and the polari.sation of the backwaid 
classes in favour ol the Nl -ljefi combine 
was complete. 

Equally sharp was the drift of the lor- 
ward castes away from the NF-left. The 
urban middle class, consisting of govern¬ 
ment employees, intellectuals and proles- 
sionals, has tended to change its loyalties 
depending upon immediate issues, in 
1989, as in 1977, it had overwhelmingly 
voted for Janata Dal and BJP candidates 
But this time the majority of them turn 
ed away from the JD due to what it 
perceived as the ‘inandalisation' attempts 
of the JD. Only the liberals among the 
upper castes, who have been stcadlasi sup¬ 
porters of non-Congiess, non-BJP parties 
and secular elements, lemained with the 
NF-l.eft combine. 

The beneficiary of this di ift away from 
the NF-Left was the BJP which has given 
as many as 45 per cent ol its tickets, the 
largest share among all the parties, to the 
forward castes and which has emerged as 
the new darhtig of the middle class. The 
remote chances of Congressd) forming 
the government at the centre and the 
Hinduisation campaign of the BJP con¬ 
vinced the caste Hindus that their interests 
could be better protected by the BJP. And 
so the caste Hindu voters of Congress(l) 
also drifted away from it and adopted the 
BJP, while the forward caste supporters 
of JD, enraged at the NF government’s 
decision to implement the Mandal Com¬ 
mission’s recommendations, had already 
adopted the BJP. And so the share of RIP 
votes increased while that of Congress(l) 


declined as seen above. 

But despite an almost 6 per cent in¬ 
crease in votes it lost six of the nine scats 
it had won in 1989 and could retain only 
one, Khunti, while elections in two others, 
Patna and Gaya, have been countermand¬ 
ed. In this election the BJP in Bihar has 
been confined to south Bihar, winning 
Dhanbad, Ranchi, Khunti, Lohardaga 
and Paiamu. Out of these, it could wrest 
the Dhanbad seat, from where it had 
fielded Rita Verma, wife of the slain 
S P Randhir Verma, defeating the MCC 
candidate, A K Roy, only because the 
JMM had also put up a candidate, 
violating the seat adjustment under which 
the Dhanbad seat had been given to Roy. 
Similarly, the BJP could win the Paiamu 
seat because the IPF, which was left out 
of the NF-ljcft combine, also had a can¬ 
didate there .so that the entire Left votes 
did not go to the NF-Left combine’s can¬ 
didate. BJP’s success from three other 
seals, namely, Ranchi, Khunti and Lohar¬ 
daga was largely because of the poor 
organisation of the JMM which worked 
lo the disadvantage of the NF-Ieft com¬ 
bine’s candidate and it is entirely baseless 
to say that the BJP owes its success in 
south Bihar to the slogan of Vananchai 
which has proved tA be a hit with the 
Iribals 

Tribal votes, however, did play a crucial 
role in the success of the NF-Left combine. 

I he slogan of social justice not only pro¬ 
mised the end of brazen exploitation and 
oppression of the tribals but also the 
fulfilment of their long-cherished desire 
of having a state of their own, since all 
the constituents of the NF-l^eft combine, 
barring the CPI(M), which in any case 
docs not has any presence in tribal Bihar, 
had endorsed the demand for a Jharkhand 
state. The re.sult was that the JMM, 
fighting this election as an NF partner, 
achieved complete success and all its six 
candidates won by handsome margins. It 
wrested the Singhbhum scat from the 
Congressd). The biggest success of the 
JD-JMM-CPI alliance was, however, seen 
tn Hazaribagh from where the BJP MP, 
Yadunaih I’andey, notorious for his role 
in communal riots, was defeated by the 
CPI candidate. This was possible only 
because of the backward, Muslim and 
secular upper caste votes together with the 
tribal votes. 

The issue before the Muslims in this 
election was clear. On the one hand was 
the chimera of stability promi.sed by the 
Congressd), a party which though it pro¬ 

1 AMI r 1: PtxcENTAOi- Share or Votes Poi.eed 


fesses secularism has a c(»nmunal record 
no better than that of the BJP, and the 
spectre of being relegated to the status of 
second rate citizens in the Hindu nation 
of the BJP. On the other was the NF-Left 
combine the secular credentials of which 
were truly unblemished and which had 
given 15 per cent of its tickets to Muslims 
against II per cent by the Congressfl). 
And its slogan of social justice promised 
a continuance of the secular structure of 
the polity and society in which Muslims 
would have a status on par with the 
majority community. The fact that the 
Janata Dal government in the state took 
a firm stand on the communal question 
and prevented any major communal flare- 
up even as neighbouring UP was being 
ravaged by communal violence and the 
courage it .showed last October in arresting 
L K Advani and thus stopping his cam¬ 
paign for Hinduisation of the polity had 
further strengthened the secular creden¬ 
tials of the NF-Uft combine in the eyes 
of the Muslims. So they voted en masse 
for NF-Left candidates. 

In the Janata Dal’s scheme of social. 
justice, however, there is apparently no 
place for crucial issues like land reforms 
and payment of minimum wages—-issues 
which concern the most underprivileged, 
exploited and oppressed sections of the 
society, i e, agricultural labourers who 
belong to the dalit castes. Nowhere in the 
election campaign were these issues or for 
that matter that of massacres by landlords 
raised by JD candidates and leaders. In 
fact the Janata Dal and Left parties did 
the opposite. Ramlakhan Singh Yadav, the 
man behind the Tiskhora carnage, was 
given a JD ticket from Arrah by chief 
Tahi t 2- Finai Taiiv 


Parlies 

1989 

1991 

Janata Dal 

31 

28 

JMM 

3 

6 

CPI 

4 

8* 

CPI(M) 

MCC 

1 

1 

1 

IPF 

1 

_ 

BJP 

9 

5 

Congres.s(l) 

4 

1 

Total 

54 

49** 


Notes: * Includes Munger where at the end of 
counting, the CPI candidate stood 
much ahead of his nearest rival. The 
Election Commission is yet to of¬ 
ficially declare the result. 

** Flection to five constituencies 
countermanded. 


State 


NF-left 



BJP 



Congress(l) 


Others 



1989 

1991 

Change 

(-!■/•-) 

1989 

1991 

Change 

(+/-) 

1989 

1991 Change 
( + /-) 

1989 

1991 

Change 

(+/-) 

Bihar 


47.4 

-3.6 

II.7 

17.6 

'■1-5.9 

28.1 

22.6 -5.5 

9.2 

12.3 

+ 3.1 

All-India 

■1 

28.7 

-5.5 

11.5 

21.2 

+9.7 

41.6 

39.8 -1.8 

12.7 

lOJ 

-2.4 


Note: 1991 figures for Bihar are based on figures for 47 constituencies. 
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miniicer mioo nwa wno aiio wiictiea 
the assistance of Jwala Prasad, the 
notorious Rajput landlord of Bihta who 
IS the main accused in a number of cases 
of massacres of poor labourers 

The iPF and various factions of the 
CPl(ML) have done considerable work 
among the dahts The benefits of their 
work, however, appear to have gone to 
Janata Dal candidates this time And in 
many areas, where the dahts stood behind 
the IPF candidates, they were not allow 
ed to vote This was particularly so in the 
villages ot central Bihar where IPF had 
put up a commendable performance in 
the 1989 90 elections Previously it used 
to be the upper caste landlords who used 
to snatch the dahts' right to vote This 
time It was the new landlords from the 
middle castes, the Kulak lobby, which did 
this 

And this brings us to anothei message 
of the election results the Kulaks have 
finally replaced the feudal landlords as the 
ruling class in Bihar In spite ot the 
popular base oi the NP Left combine's 
victory. It IS the richer sections of thi 
middle castes, Yadavs, kurmis, Koerics 
etc, who are the dominant force in the 
lanata Dal and who with the slogan of 
social justice have been able to form an 
alliance with the middle peasantry, the 
overwhelming majoiity of whom happen 
to be their fellow caste men A section of 
the erstwhile ruling class, the landowning 
class belonging to Rajput caste, has also 
allied with these sections Since this 
alliance is secular in its outlook, it has 
been able to get the support of the 
minorities and the secular minded upper 
castes as well And since the Janata Dal 
government in Bihar appeared to hold out 
the prospect of championing the cause of 
Bihar s neglect by the centre more clfec 
lively, a section of the uppet caste 
intelligentsia also supported it 

The traditional Left parties, the ( PI 
and CPI(M), may have gone tor a com 
mon front with the NF at the national 
level due to other factors, but the complen 
seat adjustment that they forged with the 
Janata Dal in Bihar, even though it re 
qmred the CPI to leave the prestigious and 
politically significant seat of Patna where 
Its candidate had already filed his nomina 
tion papers and stalled campaigning, was 
influenced by the striving of the middle 
peasantry, which dominates the CPI, to 
ally with the ncher peasantry in order to 


lurtner ns own class interests This is cor* 
roborated by the contrast in the CPFs 
sund over seat adjustment in two seats, 
Patna and Jehanabad The CPI chose to 
leave Patna, where n lost by only about 
25,000 votes in 1989 but which it had won 
as many as three times in the past, to the 
Janata Dal which had come fifth, even 
behind the IPF, and had not been able to 
even save its security deposit in the 1989 
election In sharp contrast, the CPI re¬ 
jected the IPF’s offer of forming a Left 
front first and then going for an alliance 
with the JD and JMM to form a broad 
Left democratic iront In the process, the 
C PI refused to leave the Jehanabad seat 
tor the IPF During the last Lok Sabha 
election the IPF had polled more than 
1 5 lakh votes at lehanabad and stood 
third behind the C PI, which had won the 
seat, and Congress(I) In the subsequent 
elections for the vidhan sabha, the IPPs 
share ol votes increased further and its 
candidate won from one of the six vidhan 
sabha segments and stood second in four 
others while the C Pi was relegated to third 
position Had the ( PI left the Jehanabad 
scat lor the IPF and supported the IPF 
candidate from Allah who had won the 
scat in 1989, the latter would have 
withdrawn ils candidates from 14 other 
Lok Sabha constituencies What is more, 
this would have ltd to the formation oi 
a Left fiont in Bihar which not only would 
have been tavourabU tor further growth 
of Left forces in iht state but which would 
have been in a better bargaining position 
while negotiating fur seat adjustment with 
the Janata Dal 

What prevented the CPI from doing so 
was the fact that the IPF champions the 
cause ot the pooicsi sections of society 
whose interests in the immediate context 
are in lontradiction with those of the 
middle peasantry which the ( Pf has come 
to represent and ii was in the common in 
teresi of the C PI and Janata Dal to under 
mine the IPI The election results however 
confirm that the IPI is a force toVeckon 
with m Bihar 1 hough it lost the Arrah 
seat It had won in 1989, it was able to poll 
I 16 lakh votes in Arrah and 113 lakh 
votes in Jehanabad In three other Lok 
Sabha constituencies also, its candidates 
secuied between so.OOO and one lakh 
votes 

The elections also showed that class 
consciousness has further developed and 
sharpened among the people in Bihar and 


caste consciousness nas tawm a t>acK seat. 
Contrary to the allegations that the Laloo 
Prasad government has divided the state 
on caste lines, people in constituency after 
constituency watk^ out of the caste bar* 
riers while exerasing their franchise For 
instance, in Sitamarhi all the Bama votep 
voted for the JD candidate belonging to 
the 3&dav caste despite the fact that the 
Congiessfl) had TieltM a Bama candidate 
At Godda the BJP had a Vhdav candidate 
in Janardan \kdav, but all the Yhdav 
voters voted for Suraj Mandal, a Bama fay 
caste of JMM In central Bihar where 
Yadavs and Kurmis often fight violently 
while competing for supremacy, the 
Kurmis vot^ for Yadav candidates—for 
instance m Nalanda In Darbhanga the 
Yhdavs voted for the NF-Lefl candidate 
a ^luslim, even though then central 
minister Hukumdeo Narayan \hdav was 
the candidate of the SJP At Chhapra the 
ID as well as BIP and Congressfl) had 
Yadav candidates, but the Yadavs voted 
for the JD candidate 
Clearly, despite all the pre-poll forecasts 
of a split in the backward caste votes, 
there was complete polansalion of the 
middle and backward castes in favour of 
the NF-Left candidates, regardless of their 
caste affiliations This does not nowever 
mean that voters of a particular middle 
caste necessarily voted for a fellow middle 
caste candidate. At many places they voted 
for upper caste candidates For instance, 
the BIP had fielded a \hdav candidate at 
Banka, but the Yadavs voted for the 
Rajput candidate of Janata Dal At 
Madhubani also the BJP had a backward 
caste candidate, but the backward votes 
went to the Brahmin candidate of CPI 
Similarly in Shivahar, Maharajganj, 
Vaishali, Balia and Aurangabad, the 
middle and backward castes voted for 
NI Left candidates belonging to the upper 
castes In fact barring Rita Verma from 
Dhanbad, only those upper caste can¬ 
didates won who were NI -Left candidates 
Middle and backward castes voted for 
dalit candidates in the reserved constituen 
cies in the same manner 
Voters also walked out of community 
barriers to sole tor the NF-Left can¬ 
didates The classic cases are the Bettiah 
and katihar constituencies In these con¬ 
stituencies both the NF Ixtft and C on 
gress(I) had fielded Muslim candidates 
and It was widely believed that the Muslim 
votes will spht while there would be con¬ 
solidation of Hindu votes m favour of the 
BJP so that Its candidates would win But 
neither such a split nor such consolida¬ 
tion look place and the Muslims, the mid¬ 
dle and backward castes, the dalits and the 
secular upper caste voters voted en bloc 
for the NF Left which won both these 
seats Obviously the voters broke out of 
their caste affiliations and rallied behind 
JO-Lefi candidates because the combuie, 
by espousing the cause of social justice; 
was expressing their class aspirations 


TsBir 3 ShArs Oainsd OR Losi at Pariii-s 


Parlies 

Won in 

1989 

Loss 

_ 1W_ 

Cidin 

Ibtal Won 

NF-Left 

40 

1 

4 

43 

BJP 

9 

b 

4 

5 

'Congressfl) 

4 

4 

1 

1 

IPF 

1 



** 


Now SeMS hdd in 1989 added lo loss/gam in 1991 docs noi equal toial seats won in 1991 because 
of the countermanded seats 
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Here is a plant 
that promises prosperity 



SUNDERBAN FERTILIZERS LTD is setting up the largest and the most 
sophisticated Single Super Phosphate Plant in North Bengal 

The plant will be the largest of ils kind in the region with a production capacity 
of 66,000 tpa There will be facilities for *he granulation of 40% of the total 
production of SSP 

The project is promoted by Shn Hardev Singh and Shri Narayan Chakraborty 
who hm experience m relevant areas The former MD of Fertilizer 
Corporalx)noflnd»,Dr K R Chakraborty is the technical advisor 

The plant has an ideal location adjacent to the State highway at Kismet 
Sukham Mouja, Dist Jalpaigun (A category backward district) in West 
Bengal A ret^y market awaits in the entire North Bengal North-Eastern 
region Sikkim and North Bihar 

Dharamsi Moraiji Chemical Co Ltd, are the technical consultants and CMOC 
DesignPvt Ltd, are the project consultants 

The countdown begins for a green revolution 


Public iMue of 20,00,000 Equity Shares of Rs. 10/- 
each for cash at par aggregirting Rs. 2 crores. 

■ " 7 . I I ■■■■ —I 1 II i»> 


-( ISSUfHIOHLIOHTS )- 

• The only Single Super Phosphate Fertiliser 
Plant within a radius of 400 Kms 

• Commercial production to commence soon 

• Ready local market 

• TaxBenetits-80L,80M,88A(rtappllcablo)and 
Wealth Tax Benefits to Investors 

• Easy liquidity—Listing at Calcutta, Bombay 
and Ludhiana Stock Exchanges 

• Risks percaivMl 

— Changes in Govt policies on imports and 
subsidy 

- Adverse climatic conditions 


Mthp tnpanydops ottacavefff-mf mu is^wAfpior o' 
hOVcritfi skuc anuufi ihaeni <>subsetpiior wl b« 
rpixdediottaapp cdflbwit i OOdaysfromihaLlosureol 
ttaubsripirr $t Mhara gakydaay nrafunduf sucf 
srrnuntbymDtathai 10 days the Company wd pay rtaiabl 
siih«ratfOttSlLpeia<numlo thadetayvclixrocl 




SaNDERBAN FERTILIZERS LTD 

63/1/2 Sarat Bose Road, Calcutta-700 025 


Lead Managers to the Issue 



IM CAPITAL HARKEre LT 9 
44 ShakatpMra Smm 
Catcutla 700017 


JUIBank nNancaiLM 

2 NatAp ^ubhuh Acad 
Caicutte 700001 


SfL's %anehan’ SSP. Friend of the farmen. 
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Press Council Report on Army 
in Kashmir 

Rita Manchanda 

Even if the Kunan-R>shpara rape incident had been concocted and 
the "women tutored and coerced into making statements 
derogatory to their own honour and dignity" the Verghese 
Committee, which arrived at this conclusion, would have lent its 
investigation moie weight had it displayed less of an overt bias 
towards the army version 


I HE army has effected a virtual coup in 
the latest Press Council report ‘C nsis and 
Credibility’ on Kashmir 1 hey have got the 
country’s ace liberal B G Verghese to give 
a clean chit to the army and in passing, 
to the paramilitary forces in the valley 
Editorial writers have hailed it for expos 
ing as a ‘massive hoax’ reports of army 
excesses and atrocities in the valley The 
Bharatiya Janata Party has demanded an 
apology from the doyen of the civil liber 
tarians justice V M Ikrkunde for supper 
ting anti national elements in maligning 
the security torces in Kashmir 

Human rights groups arc supposedly in 
the dock And the adjudicator in this 
curious trial of human rights groups v> 
the army is B O Verghese On the invita 
non of the army a three memhei commit 
tee was appointed bv the Press C ouncil to 
look into reports of army excesses One 
member, the eldeily joiiinalist Jamna 
Akhtar Das was unable to travel to the 
valley and is not a signatoiv ol the leport 
k Vik'am Rao ts cited as eo author of the 
report but as he is better knoisn lot hi 
trade union proclivities lather than his 
louinalistie activities it is evident that the 
repoit rests on the credentials ol Vtighese 

Most human rights gioups would have 
described him as a sympathiser if m« an 
activist And Verghese now admonishes 
these groups tor being dupe'd by ‘ the say 
so of alleged victims and propagandists’ 
masteiminded by Pakistan But as a tar 
from demoralisc'd V M Taikunde letorted 
“is the report not also based on the sav 
so ol the ainiv * Is it m>t ee{iially one 
sided’’ 

The leport spans the period March 1991) 
to May 1991 and examines some halt a 
do/en incidents of reported excesses 
Verghese acknowledged that in the selec 
non of the e iiuidenis he was intiucnced 
by the news clippings sent to the commit 
tee last winter In addition the committee 
included the alleged Kunan Poshpara 
gang rape and the killings of infiltrators 
at Dudhi as they were seen as the most 
heinous examples of army excesses More 
over, these had been given the maximum 
publicity, Verghese explained Both were 
found to be without foundation 

Human rights groups are, however, a lit¬ 
tle sceptical about the choice of incidents 
Why does Verghese or rather the army 
show no interest tn such alleged incidents 


of army excess as in Panrgam in Pulwana 
district on June 9 1990 or the rape and 
molestation ol women in Kupwara town 
during a seaicli and cordon operation on 
lutie II or the Iregham incident on June 
10, asks Dinesh Mohan of the C ommittee 
foT Initiative on kashmir These have been 
well documented in the all women's com 
mittee report kashmir Imprisoned pub 
lished by ( Ik 

As loi the killings of T^ ‘militants at 
Dudlii ncai the line of control last May 
reports in the press had alleged that the 
youths had been massacred in a mass en 
counter or that these infiltrators had been 
killed wheii they could have been arrested 
Suspicion was fuithei fuelled by the fact 
that the bodies wcie not brought back to 
the valley In an el fort to defuse tension 
the high couit asked the administration 
to publish their photographs in the local 
piess Modifying the order, the Supreme 
Couit ordered Iha the photographs be 
displayed at offices ol the district magist 
late and police stations in the vallev for 
inspection ol relatives and friends from 
lune 10 to IK 

Verghese unhesitatingly concludes on 
the bisis ot what the authorities disclose 
to him that the alley, it ions were unfound 
ed Would he have liecn so certain if he 
knew that the adveitisemcnt alerting peo 
pic about the photociaphs appeared n the 
populai I rdu diilv At safa only on 
lune If Moteovir iceoiding to a letter 
sent to the lOI (which was not publish 
ed) and iiiini iii n hts gioups bv two lesi 
dents ol Simacii he majority of the 
names of the de id listed indicated that 
thev wete lioiii tin Doda kishtwar area 
of Jamiiiu division a day’s tourney fioni 
Siinagai wheie tl photographs were 
displaced While iiieht curfew is con 
iiiuous on lune 12 there was day curfew 
and on lune H ii d 14 the eivtl curfew of 
the nitliiants luin 14 I'strike by the state 
employees and lune 16 was a Sunday On 
lune 18 the photographs were withdrawn 
The people of Doda Kishtwar fherelore, 
never had a cha ice to identify the photo 
graphs 

In the kunan Poshpara incident 23 to 
100 women were reported to have been 
raped by the army during a search and 
cordon operation last February Verghese 
committee, h iwevei, found the charge of 
rape ‘completely untrue’ Why’’ Because 


Plr\litig*al AlItVIlkI I7 IQQI 


of the delw tn leporting the incident; the 
villagers having signed the NOC (no ob¬ 
jection certificate) after the raid; the flue 
tuating number of rape victims, the mcon- 
sistenaes in the testimonies of some of the 
villagers interviewed by the committee and 
finally, “would troops on a hazardous 
search and cordon operation tn a village 
known to be harbouring miliants non¬ 
chalantly spend the night carousing and 
■aping 

It IS quite possible that the Kunan- 
Poshpara rape incident was concocted and 
the “women tutored and coerced into 
making statements derogatory to their 
own honour and digraty” But the Vnghese 
C ommittee might have lent its own investi- 
gaiiun more weight had it displayed less 
ol an overt bias towaids the army version 

Verghese chooses to dismiss the evidence 
of the Ik police constable who accom 
panted the army party and that of the 
block medical officer who examined 32 
women He found injuries like abrasion 
on the chest and abdomen which however 
were attributed to the village folk hugging 
'kangiis Did the men have similar abra 
sions'’ Verghese says he never thought to 
inquire The medical report say> that in 
the case of (he three unmairied girls their 
hymen was torn But Verghese in a state 
ment reminisceni of standard police style 
defence states,— ‘ it could be the result ol 
natural factors, iniury or premarital sex" 

III the report Verghese refers to a group 
ol foui to five young girls who were 
pointed oui to the visiting committee as 
vieiims of rape ‘1 hey stood in full ga/e 
ol some young men idling nearby They 
seemed quite unashamed to be lined up 
111 piiblie Verghese stressed as if it dm 
died the lie of rape They were very voung 
gills vKtinis of an incident (hat look 
place more than three months before 
Docs Veighese want to suggest that lhe*y 
the victims should not come out in 
public'’ 

A massive hoax orchestrated by the 
mililant gioujis anddheir mentors abroad 
IS how the committee described the 
kunan Rislipara lapc It is part ol the sus 
tamed strategy by Pakistan to get the 
kaslimii Issue inscribed on the interna 
iioiial agenda when it has failed to do so 
on a politico legal basis “Otherwise why 
should the Simagar based newspaper, 4/ 
s(i/a m Its Mas issue reprint an English 
lepoit filed much earlier by DPI corres 
pondent Cihulam Nabi khayal along with 
a human rights gioup report also in 
I nglish about an incident that took place 
in lebruary “Verghese said waving the 
copy ol 4/ sofa' What the authorities 
forgot (o tell Verghese was that 4/ safa 
regularly carries I iiglish language articles 
and editorials once a week 

It IS no one’s aigument that there is not 
a propaganda war afoot tn which human 
rights violations prominently figure And 
clearly for Verghese the driving force 
behind his determination to counter 
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repons oi nunuui ngnu c«;«sscs is utc 
“human rights conditionalities” the USA 
seeks to impose on India “As a result of 
these reports the US Congress now dares 
to suggest thut training in human rights 
must be made a part of the advanced 
training programme for visiting Indian 
defence personnel. At a recent seminar on 
Kashmir in \^hington one English parti- 
apant spoke about Kashmir being a colony 
of India.” he said in an outraged tone 
But Verghese by jumbling together 
human rights goups of all hues, local, na 
tional and international does serious m 
justice After all as larkunde at a recent 
press conference csplained, on behalf of 
the Co-ordination ( oinmittee on kashmir 
he had called for a judicial inquiry into 
Kunan-Poshpara lape and had himself not 
pronounced any judgment on it 
There is no denying that separating last 
from propaganda in the valley is a daun 
ting task for any journalist or human 
ri^ts groups as was highlighted last 
month when militants ol the Muslim 
Janbaz Force holding the two Swedish 
hostages staged an elaborate drama com 
plete with photographs ol one Swede 
wounded in the leg by the security forces 
As Srinagai-based coirespondent 
Chulam Nabi Khayal readily admitted, 
“there are only two ways in which you can 
go to the affected area, either the militants 
take you or the security foices" And 
reports appropriately reflect the bias of 
who escorts you Besides, any local loui- 
nalist who challenges the militants does 
so at enormous personal risk Al salu 
editor Shaban Vakil dared to criticise the 
militants and was executed 
Ikrkunde too readily spoke ol the Iimi 
tations under which human rights gioups 
operate “Very often the other side refuses 
to talk to us”, he said He had no quarrel 
with the need for greater rigour in investi 
gating human rights violations, espccialis 
in a situation where they are gust to the 
propaganda mill But the press council 
report would have earned more crcdibilitv 
had It demonstrated a similar rigour in its 
own investigation into army excesses 
Other than Kunan-Poshpara, the com 
mittee did not bother to pcisonallv visit 
the scene of the other incidents of alleged 
excesses though its blanket jiidgnioiii 
about the charges being concocted or 
grossly exaggerated remained unqualified 
Regarding the Pa/ipora rape incident ol 
August 1990, the committee did not find 
the lime during its two dav visit to the 
valley to go to the area Instead it )u\ia 
posed the army’s defence Ailh a pastiche 
of news clippings, lepcuts from national 
and international human rights organisa 
tions Apparently the committee did not 
consider it necessary to read the integral 
text of these reports, reiving upon the 
army’s potted version 
Sukhmani Singh’s report on the Pa/i^ 
pora tape in The Wustmted HeeA/i entitled' 
‘Protectors oi Predators’ is dismissed bv 
the committee as mans ol the women 


u(Eu oy iici III (US laiie «wry «na not tawi. 
The alleged rape of Saba (26) described 
in the report is challenged because accor¬ 
ding to the army Saba is 45 years, denies 
being raped and her husband Ghulam 
Ahmed Bhat is alive. Had Verghese read 
the original story he might have seen that 
there were two Sabas, one a woman of 50 
who was hit by the police but not raped 
and another Saba (26) whose husband was 
shot dead by the army before she was 
raped 

Sukhmani quotes a doctor in the Kup- 
wara district saying that the five women 
brought to her ftom Pazipora “were all 
definitely victims of rape” and the cases 
registered with the police But the doctor’s 
evidence is held worthless because she had 
not prepared their medical reports even a 
couple ol weeks later Verghese who finds 
no difficulty in showing empathy towards 
the overstrained security forces, apparent¬ 
ly did not think the doctor’s comments 
quoted in Singh’s article about feeling in¬ 
timidated by the security forces was worth 
considering 

Verghese C ommittee made no effort to 
contact Sukhmani Singh Quite inexpli¬ 
cably the committee refused to look at the 
leports of the human lights groups which 
It was so ready to castigate “We offered 
him our reports but he ignored them”, 
Tarkundc complained 

Overawed by the army opening up its 
barricaded archives, the committee was 
apparently prepared to accept without any 
crosschecking the army’s version whether 
It was the fengpura incident or the alleg 
ed firing by the army on demonstiators 
at /akura in March 1990 

Mthough the committee refers to the 
account ol the two incidents in the Clk’s 
'India’s kashmir War’ Veighesc does not 
appeal to have read them otherwise he 
would be aware that despite the army’s 
court ol inquiry justifying the lengpora 
incident as one in which an cscoi t party 
tired 111 self defence upon a mob to cn 
sine the safety of children in a school bus, 
“the govcinment ordered registration of 
cases ag.iinsl the erring military personnel 
involved 

On the strength ol cTCwitncsscs the ( Ik 
had cliaigcd that the army had fited on 
demonstrators who had been returning 
home in buses 1 he report of the army in 
quirv was described as false since all 
schools vvtic closed in the valley and in 
inv case ihcte was no school near the spot 
ol the liriiic’ Since the school was open 
the Vcighese ( oimnittec dismissed the 
lepon ol allceed excesses Verghese did 
not think It rieccssarv to call upon theC Ik 
and ask it to present its evidence 

Had he done so he might have found 
that the school had been opened in the 
morning to enable senior students to take 
then exams According to the army ver¬ 
sion the iwo aims vehicles were carrying 
V children ol class 1 to \ The firing took 
place in the aftetnoon alter 1 pm when 
the children would have all been back 


aumc. n»u lauunw who hm 

topography of Srinagar argue that it it 
highly improbable that an army ichool 
bus bound for the Badami Bagh school 
would be moving towards 'Ibngpora on the 
nationa' highway leading to Baramuiia. 

Moreover, Radio Kashmir in its 7 45 
news buHetm of March I, 1990 made nc 
mention of an army school vehicle or ol 
a firing in self defence Instead it refer* 
to the army firing on a ‘passenger bus’. 

As for Zakura firing, the Verghese 
Committee claims that there is no police 
record of deaths whereas the CIK report 
cites an MR Zakura police station made 
in the presence of M A Abbas, deputy 
commissioner, Srinagar (ARC-poiicc 
no 89, 899204-Rcgister No 2 Rornamcha, 
March I, 1990, Thana Police Cbowki, 
Zakura) 

Fhe press council report concludes that 
excesses whcie they have taken place have 
been inquired into and action taken Yet 
Its own annexure shows that court mar- 
tials have been held in only seven case* 
and even in these 'severe displeasure is the 
punishment even if it involves deaths in 
police custody In an incident where rape 
IS proven the JC () is severely reprimanded 
(i e, loses three promotions) and fhe NC(1 
and lawan dismissed 

1 he committee insists that i s brief wa* 
limited to army excesses but as the ‘laui’ 
fighting a terrorist insurgency is indivisi 
ble. It briefly touched upon the para 
military forces and pronounced “ovcrieat 
non on (ICC isioii i iwans ot groups ol 
men who go berserk under the strain But 
what IS the value ol an assessment w hich 
relies exclusively on the version ol the IXj, 
or DIGtRPF and BSI-* 

“ I he leal excess s ate conimiited b> the 
paiamilitaiv loiccs not the aimy”, 
Taikundc insists But the Verghese ( om 
mittcc would have us believe that the 
reports aie gioss exaggerations As an ex 
ample he cites 

“In eailv 1990 when a certain incident 
that stirred eicai excitement was alleged 
in Siinagar, the govetnor Jagmohan 
issued a public iiotiee asking tor the 
names ot those killed so that compensa 
turn might be paid to the bereaved 
families There vv.is no response The 
alleged deaths were concoctions” 

Surely we should be informed which in¬ 
cident IS being referred to especially as it 
bears the burden of the judgment of gross 
exaggeration about excesses by the para¬ 
military forces Was it the one in which 
the people of the valley publicly vowed not 
to accept any compensation from the state 
as a show of protest’ 

The report has become a convement tool 
to pilloiy the human rights gioups and 
columnists are full of righteous indigna¬ 
tion at the “dirty tricks against the army” 
Would they be so strident had they actual¬ 
ly read the rather bulky report’ Who in¬ 
deed has fallen victim to the ‘say so’ of 
the people or the army, the human nghts 
groups or the Verghese Committee? 
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HIP’S Changing View of 
Hindu-Muslim Relations 

Kamrshvvar Choudhary 

The BJP*s position on Hmdu-Musim rebtiom has undergone 
considerable metamorphosis w the decade of its existence \*ith the 
Mandal agitation acting as a spur to its curtent phase of 
communal politics 


WITH Hi mtcpilon in 1980 the Bharatiyd 
Janata Party strove to distance jtsell from 
Its progenitoi, the Bharatiya Jan Sangh 
which was popularly known as a 
Brahmin Bania based political party 1 he 
BjP wished to sprtad its wings to cover 
all sections of the population and emerge 
as an alternative lotce in Indian politus 
Foi this. It was essential lo befriend the 
Mushms as well 

In the beginning the BJP laid some ein 
phasis on fostering communal harmony 
and social cohesion While elaborating its 
concept of 'positive secularism in I9K0 
the party stood for “lull protection of the 
liteandpropcity of the minorities |l| In 
his presidential address to the National 
( ouncil (NC ) of the party in 1982 Mai 
Behan Vajpajee advised the o()position 
parties to “resist the temptation of com 
promising with icligious and eoinniuiial 
fanaticism simply to get powti He 
asserted. 

Only to llu exlint that vkc are ible lo m ul itt 
adaiinistriiion polities and tltiti ui Iroin 
the corrosive influeiiet of caste loinmiiiiiii 
and iieed would,we he able to siiensiheii 
national unity 

Funhei, taking note of llu eommunal 
violence in Baroda Invandrum and Delhi 
the National I xecutive (NF) of the BIP 
passed a resolution on C ommiinal 
Hdimony and Social t ohesiem in l%t 
I he Nl stated that it was ‘seriously 
esercised over the glowing eomnuiuil 
and caste tensions in dilfere nl parts of i 
eounirv often leading to violence both 
against person and propeitv It held 
No religion ineoiiiagcs ot c ndones haiird 
or violenee against unr s fellow licines A 
Hindu Moslem Chiisliaii or wluisoever 
niainicil oi killed is an Indian disabled oi 
lost I ill and property lost is not |usi Hindu 
loss OI Muslim loss hui i nuional loss 
it was asset 'cd that promotion of com 
munal and social eohesicm and harmony 
and protection of the weaker sections was 
to a membci of the party an aiticic of 
faith Moaivci, the NL called upon even 
mcmbci’ of the party to strive, in par 
ticuiai, to 

(1) Keep a watchful eye on tensions 
building up or situations which were 
likely to endanger communal peace 
and harmonv, 

(21 Fake immediate and appropriate steps 
to defuse the tension and neutralise 


the situation and 

(D Plunge courageously into the defence 
of the life and property of innocent 
people and make utmost personal 
saenliee to this end |2| 

In his pasideniial address to the NC 
session at Pune in 1984, Vajpayee noted 
the increasing number, treejuenev and 
mtciisity of eommunal riots in the eoun 
trv He suggested that if eommunal riots 
vere to be cheeked the present set up 
wh eh IS the root cause of politieisaiion 
ol police and eriminals’ influence in 
poliiivs would tiaye lo be changed He 
added that strengthening the feeling ol 
Indian naiionalism in order to defeat 
eonumin ilisin would also be possible onlv 
I Ik It 

hiithei in Its I ok Sdbha election 
tiMnilesUi ol 1984 i'k pally held 
I niiy III JiviiMiy hi been the hallmatk ut 

I iidi III I iiliure u hu li is a unique mulli hued 
itiilu MS ol ihi ciillural eomribulions made 

osci llu ceniuries by ditterenl peoples and 
iilieioiis (iniph isi idded) 

II ilso asserted ihd “the very idea of 
I iluocratie siali is alien to Indian 
poliiieal hislorv Ii obsersed that in the 
Indian iiadition the state has made no 
distiiieiioii hetweei one ult/en and 
mother oil the hisis ol his religion 
Hence when India became independent 
III 1947 ll was deelaied a secular state 
Moieovei the puiy made a pledge to 

guaianiee all miiioniics linguistic 
indiiligious peiu and seeutiiy and 
lull opportunities lot progress and 
deyelopmeiii 

With the Shih Bam) ease in 198^ the 
HIP stalled siilleninj its stand towards the 
Muslims ill us I solution in January 
19h6 the Nl ot iht lartv strongly eon 
demiiid the yiruleiit campaign launch 
td against the Sup erne Court bv the 
Muslim I tague and the lamaat c Islami’ 
following the eoun s juJgmeni in the 
Sh ih Bano lase It ill ii ed that the vei 
diet ol ihe eoun was pre eminently just 
md sensible I he Nl icjected the* Muslim 
I e igue yiciv that tins judgment was an 
mlerferenee in I'l religious affairs of the 
kfuslims Moaoy r it held that the move 
I > amend the law bv the Rajiv Gandhi 
government to plaeat, the Mushms was 
"retrograde, anti woman and a surrender 
IP obscurantism and bigotry” Hence, the 
pailv demanded ‘the amendment pro 


posai be abandonea tortiiwiui”. 

in his presidential address to the 
plenary session of the party m May 1986, 

I K Advani said that the Rajiv govern¬ 
ment had capitulated to “the vicious cam¬ 
paign unleashed by the Muslim League 
and Jamaat e islami against the judg¬ 
ment" by introducing a bill in parliammt 
to nullify Ihe Supreme Court judgment m 
the Shah Bano case He observed that the 
Muslim Women Bill ran counter to the 
Directive Principle of the Constitution 
(Article 44) enjoining the state to develop 
a uniform civil code, violated Articles 14 
and IS of the Constitution, and disrupted 
the existing unilormily in the field of 
criminal law Moreover, Advani reiterated 
the earlier position oi the party that 
“theocracy is alien to Indian political 
hivtorv' He slated that in the Indian 
tradition the state respected all religions 
equally {sarvu dharma sambhav) and 
made no distinction between one citizen 
and anoihet on the ground of religion 
According to him the BJP subscribed to 
this positive concept of secularism He 
added ‘ lommunaltsm is bad, whether of 
the majorits oi ol the minor ly” 

Diim Sikanus 

In his presidential address to the NC 
session of the party m lanuary 1987, Ad¬ 
vani took pains to (mis)interpret 
lawaharlal Nehru s idea of national unity 
and observed that the latter considered an¬ 
cient (Hindu) culture as the ‘substratum’ 
for national unity without using the word 
Hindu [3J As eai her he proclaimed that 
theocracs was alien to traditional Hindu 
polity Moreover, he stated that 
indillennie to India) lommon iullurt on 
■hr one hand and a conscious pampering 
and promotion ot s minonty eomplex (bv the 

I ongrese I) in the niinoniies on the other, 
had ltd to dangerous strains in society (em 
phaso added) |t) 

i urthei Advani elaborated on the concept 
of 'minontyism' and hinted at its dangers 
In this context he cited Gopal Singh who 
delined minontyism in broad terms in his 
woik India. Mv India (1986) According 
10 Singh 

One would hate lo live and pariieipate in a 
society when one is condemned lo the sums 
of 1 peniianent statutory minontv lor 
ri ISOMS only of hiith and all (hit goes with 

II icIiLion sex caste colour or place ol 
hirili wiihin the stme miiionai home 13] 
He pi Kceds 

il Iht nimorilies st irt thinking and acting ir 
toiiimiinal lei ns ihe maiority ol netessiiy 
will al o begin to hmk and act likewise Anc 
iht minorilics in such s lonlext will suflei 
the most not the mainiitv |3) 

Aelvani summed up minontyism as 
‘ promoting minority complex among 
the minorities seiving neither national 
interest nor even minonty interest” 
Moreover, he charged that “lor many 
politicians and intellectuals, secularism is 
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only a euphemisin to cloak thar allergy 
to Hinduism” Hence, he gave a call to 
reject (such) ‘pseudo-secularism’ 

Thus, we find dual strands in Advani’s 
(read BJP) thinking He makes just a sym¬ 
bolic reference to India’s common cuhure. 
In reality, he identiries the Indian nation 
ynth the ancient Hindu culture to the 
exclusion of the medieval composite 
culture Moreover, he exudes pride in 
India’s constitutional version of 
secularism, but, at the same time, raises 
the bogey of ‘minorityism’ and vehement¬ 
ly attacks the so-called pseudo-seculansm 

Prom Babri Masjio to TbMPCf 

The early party documents reveal that 
It recognised the existence of the Babri 
masjid at Ayodhya without any reserve 
tions In the opening remarks at the NC 
meeting of the party in December 
1986 January 1987, Advani strongly con 
demned the call given by the All-lndia 
Muslim Majhs e Mushawarat to “boycott 
repubbe day celebrations in protest against 
the Babri masjid issue” 

Moreover, in the report on election 
strategy presented to the NE in April 1987 
at Kohtak, Y Rajpal noted the need of 
preparing “a detailed pamphlet on scan 
dais during Congress(I) legime” which 
included inter aha “the Babri masjid 
issue” 

Hence, on the question ot the Ayodhya 
dispute the BJP referred only to the Babri 
masjid in 1986 and 1987 It made no men 
tion of any temple or ‘lanmabhoomi’ in 
Its party documents then 
In June 1989 the NE ot the BJP 
adopted at Palampur (HP) its first 
detailed resolution on the Ayodhya 
dispute when the mam point of reference 
in the dispute changed from the Babri 
masjid to the Ram Janmabhoomi temple 
The party commented that the ongoing 
debate on the ‘Ram Janmabhoomi issue’ 
highlighted “the callous unconcern which 
the Congress party in particular, and the 
other political parties in general, betray 
towards the sentiments of the over 
whelming majority in this country—the 
Hindus” Moreover, it was claimed that 
the BJP and the Vishwa Hindu Parishad 
(VHP) represented “the Hindu point of 
view” in the negotiations with the govern 
ment Further, the BJP categorically held 
Babar responsible for destroying the 
temple at Ayodhya and constructing a 
mosque in its place The Palampur resolu 
tion asserted. 

According to all available records ihe 
Moghul emperor Babar i ailed Ayodhya m 
IS2H desirmed ihe temple situated at the site 
believed to be Ram Janmasthan, and ion 
struited a mosque m its place (emphasis 
added) 

But this firm conviction of the BJP regar 
ding Babar’s direct involvement is con 
troverted in the same resolution of the 
party which states. 


It (a court of law] cannot adjudioatt as to 
whether Babar did actually invade Ayodhya, 
destroyed a temple and built a mosque in in 
place 

It was also noted that the Mushm 
League lobby in the country had acquired 
“a new rmbtancy and aggressiveness” This 
lobby had launched a campaign against 
the Supreme Court judgnunt in the Shah 
Bano case which had led the government 
to annul the verdict through legislation 
“Having thus tasted blood”, the party 
resolution commented, “this lobby set up 
the Babri Masjid Action Committee, 
mounted a vicious assault on the decisions 
of the Faizabad court, gave a call to 
boycott the republic day celebrations and 
organised a rally in front of parliament 
house giving threats of violence” 

The Palampur resolution expressed its 
appreciation for the type of secularism 
practised by Jawaharid Nehru, Vallabh- 
bhai Patel and Rajendra Prasad The 
party admired them for extending support 
to the restoration of the ‘great Somnath 
Ifemple* at Prabhas Ratan in Gujarat with 
the blessings of Gandhiji In this context, 
the party cited particutarly the opinions 
expressed by the then home minister Patel 
who noted “both strong and widespread” 
sentiments of the Hindus for restoration 
of the Somnath temple and the idol 
therein 

Moreover, the party reiterated that 
theocracy was alien to our history and 
tradition It observed, 

SecuUnsm, according to our constitution 
makers, meant sarva dharma sama bhava It 
did not connote an irreligious stale It cer 
tainly did not mean rejection of our history 
and cultural heritage (emphasis in original) 
Ihe party put its demands before the 
government thus 

The sentiments of the people must be 
respected, and Rama Janmasthan handed 
over to the Hindus—it possible through a 
negotiated settlement, or else by legislation 
I itigaiion certainly is no answer (emphasis 
added) 

With the Palampur resolution of the 
BJP the point of reference over the 
Ayodhya dispute changed from the Babri 
masjid to the Ram temple The party pro 
claimed itself to be the champion ol the 
Hindu point of view on the issue By 
demanding the handing over of Ram 
Janmasthan to the Hindus it took over the 
leadership of the campaign, at least in 
principle, from the VHP for temple con 
siruction at Ayodhya But with regard to 
its demand that the government follow the 
Nehru line in the case of the Ayodhya 
dispute, the party, in reality, stood on 
shaky ground It was the Nehru ad 
ministration which locked the gates of the 
disputed structure at Ayodhya in 1951 on 
the grounds of maintaimng law and order 
Had the government pursued the Nehru 
line on the Ayodhya tangle it would not 
even have opened the gates of the disputed 


struauK^ leave alone talk of eoiMtruothW 
of temple at the site. Thus, BIFs position 
in this respect is self-defeating. 

Spiking Muslim aggressiveness 

In his speech delivered in the Rajya 
Sabha in August 1989 while partiapabng 
in a dd»te on communalism Advani 
narrated three essential attributes of 
seculansm/secular state (i) A secular state 
rejects theocracy There is no offioal 
religion (ii) A secular state does not 
discriminate between one atizen and 
another on grounds of religion. It 
guarantees equality to all (in) A secular 
state guarantees full freedom of faith and 
worship [4] 

According to Advani the Indian con¬ 
stitution embodied all these features He 
observed that what was done in 1950 was 
“the only nght Consutution that could be 
created” He said. 

We could not have theocracy We couhf not 
thmk in terms of the minonties being second 
class citizen In India, every single citizen, 
irrespective of whether he is a Hindu, 
wheihei he is a Muslim, whether he is a 
Chnstian, whether he is a ftrsi, is equal, they 
are all equal 

Moreover, he pointed out that (i) A 
secular state*was not an irreligious state. 
At least, as far as the constituent assembly 
was concerned, tt did not think of 
secularism as denoting something like 
irreligion or anti religion, (ii) Religiosity 
was not communalism A person could be 
ardently religious but not communal For 
example, Gandhiji was a man of rehgion 
essentially, but be^nd communalism, and 
(ill) Secularism did not mean disowning 
our past history or hentage or culture 
This was a brilliant exposition of the 
liberal view of secularism 
In the same breath, however, he took 
an exclusivist and circumscribed view of 
Indian culture and heritage By our 
heritage and culture he meant only the an 
cient Hindu heritage and culture to the 
exclusion of the culture and heritage of 
other religious communities in India, 
e g, Muslims, Sikhs, Christians, Jams and 
Buddhists He stated. 

When I refer to heritage am) culture, it cer 
tainly comprehends the Vedas the 
Mahabharat and the Ramayana, and all that 
ancient literature Whenever one talks about 
these there are reactions as to why he is talk 
mg of what IS essentially Hindu Yes, tl may 
be essentially Hindu but it is Indian history, 
Indian luliure and Indian hentage (emphasis 
added) 

Advani also erroneously drew a parallel 
between the Somnath issue and the 
Ayodhya dispute just as had been done in 
the Palampur resolution He expected the 
Rajiv government to adopt “the same 
positive approach to the problem of 
Ayodhya that the Nehru government and 
the Sardar Patel government had to the 
problem of Somnath” Moreover, regar- 
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ffing Uk Agfodliyi diqmte, lie uid that it 
was "not a controversy merely betnwen a 
temple and a mosque" and that it was 
“wrong for anyone to try to pitch Ram 
against Babar”. He asserted, “There is 
nothing sacred about Babar. He was an 
invader. He came Irom outsidid' 

Advani tactfully skirted the question of 
the court verdict on Ayodhya dispute 
while remaining firm on its non- 
acceptance by his party. According to him, 
his party had never said that it would not 
accept a court verdict What it had said 
was that "the nature of the controversy 
is such that a court verdict will not solve 
the problem ” He added that it was only 
a negotiated settlement that could solve 
this problem, not htigation “Litigation 
is no solution", he averred Moreover, he 
assured the Rajya Sabha that on the ques¬ 
tion of maintaining harmony and peace 
he was ‘tetirely with the government" 
However, Advani blamed the Rajiv 
government for succumbing to the cam 
paign launched by the Muslim fundamen 
talists against the Supreme Court judg¬ 
ment on the Shah Bano case He cited ii 
as an illustration of the practice of ap¬ 
peasing the minonties and promoting a 
minority complex in them and warned 
against such acts of ‘minorityism’ 
Further, the BJP held that "today 
secularism means a premium on mino- 
ntyism”. In his presidential address to the 
NC session of the party in Bombay in 
September 1989, Advani observed that for 
most pohlictans in the country “secula- 
nsm has become just a device for garner¬ 
ing bloc minonty votes” This involved, 
he contmued, their desire to appease 
minorities and flaunt their “allergy to 
Hinduism and every thing associated with 
the word Hindu” He noted that the 
utterances and activities of some elements 
among the minorities were becoming “in¬ 
creasingly aggressive'* and were 'Ominous¬ 
ly reminiscent of the pre-1947 years” He 
considered their growth “extremely 
dangerous for national unity" Hence, he 
exhorted. "These threats have to be met 
head-on, and squarely spiked" In response 
to the i^arge of playing a Hindu com¬ 
munal card he asserted at the NE meeting 
of the party in Bombay in September 1989 
that "Let not such accusations ever put 
us on the defensive” Thus, we find that 
the BJP held, in theory, a liberal view of 
secularism. But at the same time it took 
an exclusmst view of Indian culture and 
heritage and adopted an aggressive stance 
towards the Muslims 


Lok Sabha EttCTiONS. 1989 

But the aggressive posture of the BJP 
towards the Muslims was dampened dur¬ 
ing the Lok Sabha elections which was 
held towards the end of 1989. This was 
done by the party as a taaical step to 
defeat the Congressfl) and facilitate an 
understanding with the National Front so 
aa to eananoe its electoral prospects 
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simultaneously. 

In Its 1989 election manifesto, the BJP 
criticised the Congress(l). Reversal of the 
court verdict on the Shah Bano case was 
seen as an act putting a premium on com- 
munalism and obscurantism The Con¬ 
gress! I) government's keenness to 
recognise Urdu as second official 
language in Uttar Pradesh was thought to 
be more for cornering Muslim votes than 
promoting the Urdu language. Moreover, 
It was observed that by not allowing “the 
rebuilding of the Ram Janma Mandir in 
Ayodhya” the government had allowed 
tensions to nse and gravely strained social 
harmony 

Moreover, the party reiterated in the 
manifesto its commitment to the concept 
of 'positive secularism’ It stuck to the 
motto of “justice for all and appeasement 
of none” It restated the idea of a 
theocratic stale being anathema to the 
Indian mind It held that the state had the 
duty to guarantee ‘justice and security’ to 
all minonties However, the party vaguely 
referred to its idea of 'minorityism* by say¬ 
ing that It was imperative that minorities 
do not develop a minority complex 

The year 1990 witnessed further shifts 
in the position of the BJP on the Ayodhya 
tangle, particularly after the Mandat 
declaration The BJP found its social base, 
both actual and potential, threatened It 
saw that the Hindus were getting polansed 
into two warring groups of forward and 
backward castes on the Mandal issue This 
was going to foil the gameplan of the BJP 
to emerge as the only alternative to the 
Congress!!) and assume power at the 
centre sometime in the near future 

To counter this Mandal mobilisation of 
the OBCs by the Janata Dal, the BJP ac 
quired full leadership of the campaign for 
temple construction at Ayodhya. Advani 
flouted his own earlier assurance given to 
the Rajya Sabha of maintaining cxim- 
munal peace and harmony He undertook 
the Toyota 'rathyatra' (or mobilising and 
homogenising the whole Hindu com 
munity behind the banner of the BJP b> 
using the issue of Ram temple construc¬ 
tion at the disputed site at Ayodhya His 
main motive was clearly political and elec¬ 
toral rather than religious While speak 
ing at a convention in New Delhi after the 
‘rathyatra’ Advani is reported to have 
declared, 

I am a political leadei Pcot le think I have 
become Advani baba Biu / am noi a 
raligwuspenon Our workers should know 
we have noi converted into a religious 
organisation We are a iioIuh a! organisation. 
fighting pseudo sec ilarism (emphasis add 
ed) (TAe Tunes of h dm. December 25,1990) 

Moreover, during his 'rathyatra*, Advani 
made scathing reference to the havoc 
raiiwt by the Mandal report which drew 
cheers from the crowds While ulking to 
Swapan Dasgupta, he said that the 
‘rathyatra’ had “taken away the cynicism” 
of the middle class (read upper caste) 
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students that had been fostered by the 
Mandal Commission(5] 

Further, the resolution passed in 
October 1990 by the NE of the BJP 
observed that the issue of temple con¬ 
struction at the site of the Babri mosque 
was “not a communal issue’* but *11 matter 
of nauonal honour calculated to promote 
national reconaliation” The party con¬ 
sidered the ‘rathyatra’ “a great act of 
national integration” Though, as is well 
known, the ‘rathyatra* left behind a 
trail of communal conflagrations and 
generated unprecedented communal ten¬ 
sion all over the country Instead, the BJP 
charged the Janata Dal government of 
communalising the issue It blamed some 
leaders of the ruling JD-NF for whipping 
up communal passions leading to noting 
Finally, irrespective of the consequenixs 
of the Ayodhya campaign, it was painfully 
apparent during the ‘rathyatra* itself, ac¬ 
cording to Swapan Dasgupta that “it is 
Mr Advani who has come to be identified 
as the real leader-Of the movement”, 
although the BJP leader continued to 
insist that it was the VHP that was leading 
the Ram Janmabhoomi movemeiit|S] 
The October resolution !199Cj of the 
BJP for the first time came up with the 
novel idea of 'non-masjid* It held that the 
Ayodhya dispute is “between a mandir 
and a non-masjid” and by imphcation not 
between a masjid and a mandir and, thus, 
It now refused to recognise the existing 
Babri mosque at Ayodhya The party ad¬ 
vanced strange logic in this regard It was 
argued that “the mosque built by Babar 
[sic)” was abandoned in 1936 and after 
which no ‘namar’ was offered there 
Hence, there was no more a mosque at the 
site Moreover, it was added that since at 
least 1949, ‘poojas* and ‘parikramas* have 
been regularly going on near the site, 
hence, the ‘mandir* 

The resolution (October 1990) also 
noted VHP’s offer to the Muslims to 
“relocate the ‘masjid* structure elsewhere’’ 
for building of Ram temple at the place 
Moreover, it called upon the V P Singh 
government to “honour the sentiment of 
the people and allow a temple to be built 
at the ‘janmasihan* ** The BJP warned the 
government that if it failed to do so or it 
disrupted the ‘rathyatra*, the party would 
withdraw its support to government 
I urther, after the arrest of Advani in 
Bihar the NE of the BJP adopted a resolu¬ 
tion in November 1990 regarding the Ram 
mandir at Ayodhya Contrary to the ac¬ 
tual facts. It held that the ‘rathyatra* was 
evidence of “national unity and national 
regeneration” It demanded facilities for 
early construction of Ram Janma Mandir 
at Ram Janniasthan to defuse the tension 
and redeem national honour Moreover, 
the part) rededicated itself to “the sacred 
task of rebuilding the Ram Janma Mandir 
at Ram Janmasthan" The party asked the 
Muslims to “come out of their isolation 
and join the national mainstream and find 
\eiuniv and honour in peace with 
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ttmaus" (empnasis aaaea) i nus, lysu 
marks a big shift in the posture adopted 
by the BJP with regard to the Ayodhya 
dispute 

Hindu Naiiunai ism and Histdrk al 
Animusiiy 

In his presidential address to the Fifth 
National (onvention of the party at 
Jaipur in lebruary 1991 Murli Manohar 
Joshi reiterated the party’s adherence to 
Its Palampur resolution of 1989 He af 
firmed that “either the issue (the Ayodhya 
dispute) could be settled by mutual dis 
cussion or the government could make a 
law to hand over the site to the Ram 
Janmabhoomi Mukti Nyas” The party 
rigidly stuck to its position of construe 
ting the temple at the disputed site. Hence, 
all Its talk of a need for mutual discus 
Sion and debate on the issue was merely 
an insincere ritualistic exercise to erect a 
secular facade and hide its militant Hindu 
face Moreover, Joshi expressed his party’s 
big brotherly approach when he called the 
Muslims ‘brethren’ and at the same time 
advised them to “give up their claim of 
the Babn masjid and extend willing 
co-operation in the construction of the 
temple” 

Joshi made a small change in the 
party’s stand on who was to blame for the 
Babn mosque issue Larlier the party held 
that Rabar visited Ayodhya in 1528, 
destroyed the temple situated at the Ram 
Janmasthan and constructed a mosque at 
the place Rut, now, Joshi stated that it 
was Babai ‘ on whose orders the temple 
standing at the birth place was destroyed 
and replaced by a mosque structure” (em 
phasis added) This change was probably 
made to partially rectify the party’s 
position in lint with the incontrovertible 
historical fact mentioned in the epitaph 
at the disputed mosque that “this descen 
ding place of the angels was built by the 
fortunate noble Mir Baqi” Joshi hailed 
the ‘rathyatra undertaken by Advani as 
“the second histone vatra’ after Mahatma 
Gandhi s Dandi Match” 

I urthei foshi acknowledged that the 
BJP suggested the “respectful shifting of 
the (mosque) striiciurc to another site” 
for temple construction I arlier this offer 
was said to have been made by the VHP 
1o camouflage the essentially uncompro 
mising and aggressive posture of the party 
on the ^vodhya issue, loshi made a 
ritualistic reference to India’s constitu 
tional secularism As earlier he claimed 
that India was never a theocratic state He 
regarded secularism as a fundamental 
featuic of the Indian constitution and 
polity which treated all modes of worship 
with equal respect However, while ador 
ing the broad vision of the Indian mind 
he equated it only with the Hindu culture 
in a circuitous manner He said 
The Indian mind nevtr accepted Iht 
thciKniK form ol suit The truth of the 
mailt I IS that Hindu lulture is synonymous 
with the so existence ol various spiritual and 


intellectual experience (empnasis anoeai 
This idea of spiritual co-existence, in 
reality, asserted the dominance of Hindu 
culture over others, including a coercive 
and confrontatiomst attitude towards the 
Muslims as is evident from party’s in¬ 
sistence on the relocation ol the mosque 
The BJP has also made an important 
shift with regard to Nehru’s secular 
credentials l^rlier documents of the 
party appreciated the secular policy of the 
Nehru government Nehru, Patel and 
Prasad were admired particularly for the 
approach they adopted on the issue of the 
Somnath temple But in his 1991 presiden 
tial speech Joshi charged all governments 
after independence with “appeasement ol 
minorities” and practising ‘minorityism’ 
He stated. 

Unfortunately during the last forts Jm vears 
secularism has come to mean appeasement 
of minoiities This has led lo 
‘minorityism (emphasis added) 

Hence, now, even Nehru and his col 
leagues were not spared the criticism of 
having practised minorityism 
1 urther, the BJP’s Lok Sabha election 
manifesto of 1991 shows its continuing 
commitments t(> the construction of the 
temple and Hindu nationalism and exten 
Sion of Hindu-Muslim divide 1 he party 
reasserted its determination to build Ram 
mandir at Janmasthan by “relocating 
superimposed Babn structure with due 
respect” It IS intriguing to note the kind 
of ‘due respect’ the party wants to show 
to the Babn masjid through its relocation 
in the manifesto, the BJP upheld that con* 
struebon ot Shn Ram mandir at Janmasthan 
IS a symbol of the vindication of ounullunil 
heritage and national self respect (smphasis 
added) 

This clearly implies that the party identi 
lies Indian nationalism only with the 
Hindu heritage to the exclusion of that of 
other religious communities living in India 
since ages 

The manifesto also reveals the super 
cilious attitude of the party, particularly 
towards the Muslim minoiities Against 
the backdrop of extensive communal riots 
the manifesto refers only in general terms 
to ensuring lustice for all citirens and for 
all sections of society, whereas in earlier 
manifestos the party stood tor ensuring 
both “justice and setunfv” especially to 
the minorities|6] 

Finally, in the 1991 manifesto, the BJP 
has come out with a new hypothesis with 
regard to the historical relations of Hindus 
and Muslims in India It obseives that 
Hindus and Muslims arc “blood 
brothers” but “on account of historical 
reasons their relationship has not been 
harmonious” and, thus, turns the present 
communaltsation ot politics into an 
historical animosity between the two 
communities 

In the history of over one decade of the 
BJP there have been significant departures 
in Its position on the question of Hindu- 
Muslim relations in India In the begin 


ning yi e, me penoo, me pany 

laid some emphasis on fostering com¬ 
munal comity and cohesion But with the 
Shah Bano case in 1985 the BJP started 
stilfening its attitude towards the 
Muslims While it proclaimed pride in 
India’s constitutional seculansm, it also 
raised bogey of ‘minorityism’ and 
‘pseudo-seculansm* In 1986 and 1987, the 
^P documents referred only to the Babn 
‘masjid’ But with the Pdampur resolu¬ 
tion of the party adopted in 1989, the 
mandir became the main point of 
reference Appreciating the Nehruvian 
secularism, particularly on the issue of the 
Somnath temple, the party demanded that 
the government hand over Ram Janma¬ 
sthan to the Hindus After the declaration 
ol implementation of the Mandal recom 
mendations by the V P Singh government, 
the BiP realised that its gamcpian of 
emerging as the alternative to the Con 
gress(I) was going to be foiled It adopted 
a strident posture on the question of 
temple construction at the disputed site 
at Ayodhya to homogenise and mobilise 
all the Hindus under its banner 1 he party 
also refused to recognise even the cxistenc’e 
ol the Babn mosque and called it ‘non 
masjid Moreover, it adopted a pater 
nalistic attitude to the Muslims and asked 
them to find security by accepting Hindu 
domination In 1991 it asked them to give 
up their claims to the Babn masjid and 
CO operate in the construction of the Ram 
temple at the site Moreover, the Indian 
constitution was showered with praise for 
Its secular principles to camouflage the 
uncompromising, militant and confron 
tational attitude of the party towards the 
Muslims Now, even the Nehru adminis 
tration was included in the list of the prae 
tiiioners of ‘minoniyism 1 astly in the 
elections of 1991 the party stuck to its 
commitment to build the Ram temple at 
the disputed site. It kept harping on Hindu 
nationalism Moteover, it extended the 
current communal tension and eonflici 
into an historical animosity between the 
communities through misinterpretation of 
history It is indeed ironical that the BJP 
now proposes to work “to make all 
Indians fraternal and friendly once again” 
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Democracy and China 

J Bruce JarobH 

Before the Beijing massacre many felt that China had no 
democratic tradition and its national conditions did not suit 
democracy. Now that the Chinese people have clearly expressed 
their desire for democracy, it is necessary to re-examine these 
notions 


THE question of democracy in China has 
great importance for the world today 
This aiticie cannot provide a detailed 
analysis of ‘democracy’ but most readers 
will agree with two propositions 
First. China’s so-called ‘socialist de 
motracy' is not a form ot genuine demo 
cracy’, and second, ‘democracy’ and 
‘dictatorship’ are two opposing concepts 
Even Mao Zedong’s so called ‘democratic 
dictatorship’ actually separated the con 
cepts of ‘democracy’ and ‘dictatorship’, 
providing the ‘people’ with ‘democratic 
centralism’ and the ‘enemy’ with 
‘dictatorship’' 

Deng Xiaoping has clearly stated that 
the Chinese mainland cannot establish 
democracy In late Decembei 1986 he said 
When we talk aboui democracy we cannoi 
mechanically copy bouigeois democracy 
II China does nut base the leadership of the 
Chinese ( ommunisi Party and if ( hina does 
not engage in socialism ( hina has no 
future With respect lo diciaturial 
methods, we must nut only talk about them 
we must also use them when necessary (Deng 
Xiaoping Decembei tO 1986) 

Before the Beijing massacre of June 4, 
1989, many Chinese and some loieign 
scholars felt that C hina had no 
democratic tradition and that us national 
conditions did not suit democracy Now 
that the Chinese people including workers 
and peasants have expressed their desire 
for freedom, democracy and participition 
in the process of government policy tor 
mulation, etc, these notions must be 
re-examined 

Western deraociatic theory has two 
mam currents The first stresses ‘equality’, 
while the second emphasises ‘freedom’ or 
‘human rights’ Persons accentuating 
‘equality’ attach importance to majorities 
determining the choice of leaders and the 
policies to be implemented Ihose cm 
phasising ‘licedom’ or ‘human rights’ 
highlight the importance of protecting 
minority rights These two western 
democratic currents contain a contiadic 
tion if a majoiity decide to eliminate the 
basic human rights of a minority, what 
happens’^ Different democratic systems 
give different answers, but a genuine 
democratic system must guarantee human 
rights in order to avoid becoming a dic¬ 
tatorship Hitler and Mussolini both used 


democratic elatoral methods to win elec 
tions, but then both established dreadful 
dictatorships The failure of many 
(lerman and Italian cili/cns to attach suf 
ficieiit importance to the human rights ol 
their compatriois contributed greatly 
among other reasons, to the establishment 
ol these fascist regimes Similarly in the 
establishment ol ilu ‘soviet and ( hincse 
communist dictatoiships, many who sup 
ported the revolution allowed the revolu 
tion’ to use illegal methods to swallow 
the enemy I alcr 'hev discoscicd that the 
revolution used the same mcihoils to 
swallow themselves 

Sihee the Amcnean and Freneti reveilu 
tions of the late Ikth century, ‘equality 
has become a basic widely accepted con 
eept in world political theory But, in the 
history of world thought the concept ol 
‘equality’ developed only in the modern 
era it is not a natural concept On the 
contrary, before the American and F tench 
revolutions, all cemipics societies accepted 
inequality as a bisic piineipic Obvious 
examples include the feudal societies of 
I urope and lapan and the caste system 
ot India 

‘Iseryone is equal’ does not mean 
‘everyone is the same ('learly each 
individual has his or her own talents A 
may run quickly R can lift a heavy load, 
C can bear children and breast feed, while 
D can calculate sums both quickly and ac 
curately Because each individual is dit 
ferent, we cannoi cieate a society in which 
every person is absolutely equal Rut we 
can seek to implement two extremely 
important types ol equality hirst 
everyone must be equal before the law and 
politically Second each individual must 
be given ‘equal opportunity’ to develop 
*ully his or het own abilities and aspira 
tions Although we often consider ‘equal 
opportunity’ an important part ot 
American demoiratic tradition, in the 
world’s hisioiy of ideas the concept 
originally came from China 

In dicussim ihe dcmocratisation ol a 
society, we mu>i clearly distinguish bet 
ween two lelaifd bul different, concepts 
‘liberalisation’ and dcmocratisation’ By 
‘hbeialisatioii I mean expanding the 
scope of freedom ol speech, freedom of 
expression, ‘reedom of assembly, etc 


(this ‘liberalisation’ differs significantly 
from Deng Xiaoping s ‘bourgeois hbcrali 
saiion, a term the communist leadership 
in C hina uses to attack western ideas and 
to perpetuate the dictatorial communist 
system ) From the Third Plenum of the 
Lleventh ( cniral C ommiiiee in December 
1978 which set C hina on its post Mao 
toad ol itlorm, until the Fkijmg Massacre 
ot June 4 1989, C hina undeniably under 
went a considerable amount of ‘liberalisa¬ 
tion’ Since 1969 Taiwan too has had 
substantial ‘liberalisation’ ‘Democracy’ 
naturally encompasses the expansion of 
freedoms but it must also incorporate 
another necessary condition if the 
majority of coters support an opposition 
party the ruling paity must peacefully 
relinquish puwei to its opponents Ihe 
Beijing Massacre verified the frequent 
statement ol the ( hinese C ommunisi 
Party leadership that it will not alinquish 
power lo other people oi parties 
Although laiwan undeiwent considerable 
liberalisatiem under the icadetship ot the 
late Jiang lingyuo (( hian}, ( hiiig kuoj 
the Nationalist Party (< luoi imdang 
kuomintang) also clearly would lot rclin 
quish powci lo an oppeysition laiwan is 
now entering a new poliiieal eia bul we 
must wait md see il the Nationalist Patty 
allows the maiorit^ ol citi/cns to choose 
the rulinu patty befoit deciding whelhci 
ot not this new political eia is democratic 
Ihose all lid ol dcmeieraey generally 
Icai hek of stability In 1986 Deng Xiaop 
mg said 

I eel niu e in ree ill wild ihe NiimiiiI 
IS. iple s ( oncrcss in IVHO pissid die resolii 
lion lescineline ihi iril le e niediiilie 'the 
lour ire ii liiedonis ot spe ikiiu oiil treely 
aiiint Clews tulle holeliiii. tii ii dchites ind 
wriling bij ehaiidd po let VSliy did we 
do this’ Ree Hist Itieie w is i lide ol lit lulls 
itig Ihoughi II we cm ue in lihei ilisalion 

II willdislios oiii sMhIe iiid iiiiilied p> lilieal 
situition II we lack a si ihle iiiJ nnitie I 
poliliell iliMlion we eannol die tie II urn 


READ 


Hw nrat Book Ml 
MFORMAIION KONOMKB 


BEYOND MASS 
COMMUNICATION 



K P 0 (P) LM 

I, Aniari Rood, Ootw eonj 
NmrMN-2. l1i3a614tf.U7l3d 


1905 


Economic and FSolnu.il 5Aecklv Auirust |7 1991 



nruciion (Speech at Sixth Plenum ot 

Twelfth Central Committee). 

in reality, those criticising democracy 
undeVestimate its strength, in a 
democratic .system, the citizens give ‘feed¬ 
back’ about the government’s policies and 
the performance of olTicials. This ‘feed¬ 
back’ gives a democracy considerable 
strength. Mao Zedong’s theory of the 
‘mass line* recognised this fact, but in 
reality he did not implement it. This 
resulted in tragedies, horrendous in world 
history, such as the Great Leap Forward 
during which 20 million people died. 

Democracy has another prerequisite In 
sport, teams must accept the rules of the 
game. Similarly, when implementing 
democracy, citizens and leaders must 
accept the rules of the political systeih— 
its constitution, laws and conventions. A 
democratic political system requires a 
large majority of citizens and leaders to 
accept the system’s ‘legitimacy’; othnwisc, 
there is little hope. 

Democratic Eiements in Chinese 
Tradition 

Although many people assert that 
China lacks a democratic tradition, 
Chinese culture clearly has democratic 
elements. The thought of Confucius con¬ 
tains elements of equality. Confucius said 
that everyone was similar when born and 
became differentiated owing to diverse 
habits and education. Confucius did not 
consider the class origin of applicants 
when choosing students. 

Mencius, second only to Confucius in 
Chinese intellectual history, also had 
many democratic ideas. According to 
Mencius, the people were the most impor¬ 
tant component of a nation. The land and 
grain spirits came next, while the leaders 
were the least important. (Mengzi, Book 
Jinxin VII-B, Chapter 14). At the time of 
Mencius, the 4th century BC, many 
people said that the slate was the most 
important element of the world, but 
Mencius believed the individual was the 
most important element (Mengzi, Book 
Lilou IV—A, Chapter 5). Historically, 
many Chinese leaders have claimed the 
‘mandate of heaven’. Mencius clearly 
suted that ‘heaven’ first listens to the peo¬ 
ple before appointing a leader Mengzi, 
Book Wanzhang V-A, Chapter S). He also 
said the common people could rebel to 
overthrow a ruler lacking virtue because 
a ruler lacking virtue lacks the qualifica¬ 
tions to be a ruler and hence is not a ruler 
(Mengzi, Book Lianghuiwang 1-B, chapter 
8). An important critic and intellectual 
opponent of Mencius, Mo Zi, also had 
important elements of democratic 
thought. His concept of ‘universal love' 
Vjian’ai’t is quite similar to ‘equality’. 

China not only had many democratic 
elements in its history of ideas, in prac¬ 


tice the imperial Chinese system, also 
encompassed substantial' 'equal oppor¬ 
tunity’. In pre-modern history, Chinese 
society led the world in institutionalised 
vertical social mobility. During the Ming 
Dynasty (1368-1644), almost one half of 
those obtaining the highest iipperial ‘jin- 
shi’ degree had no degree holder of any 
kind among their ancestors in the three 
previous generations. In other words, 
these people rose to the pinnacle of power 
from fairly modest circumstances. iSuring 
the Qing Dynasty (1644-1911), almost one- 
fifth of ‘jinshi’ degree holders had no 
degree holder among their ancestors for 
three generations (/‘Ae Ladder oj Success 
in Imperial China: Aspects of Social 
Mobility, 1368-1911 by Ping-ti Ha Colum¬ 
bia University Press, 1%2). These statistics 
demonstrate that considerable ‘equal op¬ 
portunity’ existed historically in China in 
practice as well as in theory. 

Why then is it impossible for China to 
institute'democracy now? Three impor¬ 
tant obstacles exist. First, the dictatorial 
machine of the Chinese Communist Party 
will not allow democracy to develop. The 
machine, which readily uses violence to 
protect itself, is not easy to oppose. The 
low level of education among the Chinese 
people and their lack of democratic habits 
presents a second obstacle. Sun Yat-sen, 
the founder of the Nationalist Party, 
generally has a reputation for unrealistic 
schemes, but he did have one sensible 
political theory. He argued that before 
establishing ‘constitutional government’, 
one must first unify the nation and then 
institute ‘political tutelage’. Although the 
Nationalist Party used ‘political tutelage’ 
to justify dictatorship during the Nanjing 
(Nanking) Decade (1927-1937), Sun Yat- 
sen’.s basic theory was correct. In the past 
30 years, as the educational jevels in 
Ihiwan have risen, the demands for 
democracy have increased. 

The third obstacle is Chinese intellec¬ 
tuals. This may surprise readers who know 
that most leaders of the democracy move¬ 
ment in Tiananmen Square were intellec¬ 
tuals. Earlier, I noted that a certain ‘equal 
opportunity’ existed in imperial Chinese 
society. However, imperial China em¬ 
phatically did not have an egalitarian 
society and after receiving an imperial 
degree, a person obtained very high social 
status as part of the ‘gentry’. Many con¬ 
temporary Chinese intellectuais retain this 
type of thinking and still have a sense of 
superiority with respect to workers and 
peasants. They believe they have ‘ability’ 
and ought to govern. Although these in¬ 
tellectuals say they support 'democracy', 
actually they look down on workers and 
peasants and do not respect the peasant.s’ 
and workers’ opinions. In a genuine 
democracy, each person must have an 
equal vote. The desire of many Chinese 


intdieetuals to 4ec!iae Ote ftMMtk' of 
workers and peasatits on b^f of 
the workers and peasants is not true 
democracy and, in essence; does not dif¬ 
fer from the present dictatorial regime. I 
have lived with Chinese peasants for 
extended periods of time and discovered 
they dearly understand polides which af¬ 
fect them and are often more practical 
than intellectuals. 

Notes 

1 See Mao Zedong, ‘On the People’s 
Democratic Dictatorship’ (June 30. 1949): 
"We take away the right of the reactionaria 
to speak and only allow the people to have 
the right to speak!’ See also Mao Zedong, 
‘On the Correct Handling of Contradictions: 
among the People’ (Fdiruary 27,1957): “The 
Tirst function of dictaiorahip is to repress the 
nation’s domestic reactionary class... the 
system of dictatorship is not suitable for use 
among the people... among the people we 
must implement the system of democratic- 
centralism”. (All quotations are translated 
from the original Chinese.) 

2 The Chinese Constitution contains this con¬ 
cept, “All citizens of the People’s Republic 
ol China are equal before the law” (Constitu¬ 
tion dated December 4, 1982, Art 33, para¬ 
graph 2). The Chinese Election Law, in mak¬ 
ing urban votes four, five, and eight times the 
value of rural votes, actually conflicts with 
the Chinese Constitution. See J Bruce 
Jacobs. 'Elections in China’, The Australian 
Journal of Chinese Affuirs, No 25 (January 
1991), 171-199. especially pp 176-181. 
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REVIEW ARTICLE 


Nation, Community and Naipaul’s India 

Akeel Bilgruni 

India: A Million Mutinies Now by V S Naipaul; Viking 1991. 


THE obscurities and passions surrounding 
the concept of a nation afflict some popula¬ 
tions more than others for reasons that are 
so complex and so entrenched that it seems 
almost too much to ask for diagnosis, leave 
alone cure. V S Naipaul, pondering contem¬ 
porary India in his new book India: A 
Million Mutinies Now, is not depressed by 
this fact. And, as one has come to expect 
from him, does not much bother to make 
an effort at diagnosis. Instead he offers a 
series of detailed interviews with persons 
chosen as typical of some aspiring com¬ 
munity or interest group (Muslims, Hindus, 
Sikhs, Kashmiris, Punjabis, Ihmils, women, 
communists, 'untouchables' ..) and by the 
end of a long book he expresses a tentative 
optimism about his ancestral homeland on 
the ground that at least these passions and 
these ill-understood issues are being harnes¬ 
sed into political and social momentum— 
even if often in the form of sectarian hatred 
and violence. 

This is Nmpaul’s third book on India. The 
first. An Area of Darkness written in 1962 
on liis first visit, is a somewhat hysterical 
response to the pervasive poverty and super¬ 
stition and cruelty he encountered. Writing 
now almost 30 years later, he admits, with 
disarming candour, to a neurosis underlying 
that initial perception; .. my ancestors had 
left as indentured servants for the sugar 
estates of Guyana and Trinidad. I had car¬ 
ried in my bones that idea of abjectness and 
defeat and shame. It was the idea I had taken 
to India on that slow journey by train and 
ship in 1962; it was the source of my nerves.” 
The second book, India- A Wounded Civili¬ 
sation written in 1973 during Indira Gandhi’s 
reign, sedates the earlier pessimism, but 
having sedated it, nurses it devotedly through 
the book. The people he meets are still 
defeated and backward, they have not yet 
found their wills and their national identity. 

These books succeeded in annoying many 
Indians. They annoyed a laige class of 
readers because Indians have always been a 
little defensive about criticism from out¬ 
siders, and Naipaul undoubtedly did speak 
with the prose and the mentality of a 
floundering foreigner. But it also annoyed 
some because his cultural commentary 
typically combines an eiTortless contemp¬ 
tuousness with an almost deliberately culti¬ 
vated but, all the same, monumental ig¬ 
norance of the historical and institutional 
sources of a culture's surface presentation. 
The present book will appease the lint kind 
of reader because it is much more generous 
than the earlier books, and it is no longer 
in the shrill voice of a high-strung, reactive, 
alim sensibility. The second kind of reader 
will stiU stamp about in exasperation. The 
contemiR has been withdrawn but the indif¬ 


ference to explanation pervades the book. 

Naipaul’s theme is recognisably the theme 
that dominates India's public life. It is, in 
his own words: “A million mutinies, sup¬ 
ported by twenty kinds of group excess, sec¬ 
tarian excess, religious excess, regional ex¬ 
cess ..." contrasted with “a central will, a 
central intellect, a national idea!* 

The book concludes with a comment on 
this theme of contrast. ‘The Indian Union 
was greater than the sum of its parts; and 
many of these movements of excess streng¬ 
thened the Indian state, defining it as a 
source of law and civility and reasona¬ 
bleness. .. And—strange irony—the muti¬ 
nies were not to be wished away. They were 
part of the beginning of a new way for 
millions, part of India’s growth, part of its 
restoration!' 

Naipaul's instinctive conclusion may be 
sound. But there is nothing in this book 
which gives him the right to the conclusion. 

In independent nation-states, nationalist 
sentiment against existing governments has 
taken two opposing forms; the demand for 
secession (as, for example, in various regions 
of India, ftkistan and the Soviet Union) and 
the demand for unincation (as in Germany 
and, from time to time, in west Asia). The 
former is often due to a perception by par¬ 
ticular ethnic communities of central govern¬ 
ment domination, especially when the cen¬ 
tral government is itself dominated by a 
single ethnic community (more true of the 
Soviet Union and Pakistan than India). The 
latter is usually a response to a perception 
of an external imposition of boundaries as 
in Germany, or, among other things, to a 
perceived threat from an external enemy in 
their midst such as Israel in the Arab world. 

Writers on India make a ritualistic obser¬ 
vation of India’s diversity. But the reason 
why India presents a particularly difficult 
and complex picture is that these two forms 
of nationalist sentiment co-exist and criss¬ 
cross in a complex dialectic, which needs 
study and analysis. 

The demand for secession in India is hard 
to assess because any impartial and sober 
observer must acknowledge both the dubious 
workability of break-away re^onal nations 
as well as acknowledge the undeniable 
source of grievance in the regions against 
obsessively meddlesome and short-sighted 
central governments, which persistently ig¬ 
nore considerations of regional autonomy 
and self-governar<ce in favour of immediate 
political and electoral gains. This pattern is 
particularly vivid, for instance, in Punjab 
where the extremist Sikh element was actual¬ 
ly initially encouraged by Indira Gandhi's 
government so as to undermine the populari¬ 
ty of the moderate Sikh party, the Akali Dal 
and, in turn, to promote the influence of her 


own regional Congress Party. When the ex¬ 
tremists grew in strength as a result of this 
tired and cynical ‘divide and conquer’ policy, 
she cracked down on them with a ferocity 
and ineptitude which led directly to the in¬ 
cendiary situation which we have been wit¬ 
nessing for the last several years. For similar 
reasons, successive central governmems are 
much to blame for why regional movements 
in Kashmir and Assam have turned from 
demanding greater autonomy to demanding 
wholesale independence. 

The movement towards unification in 
India is found in religious rather than ethnic 
communities, most particularly the Hindus 
who comprise 80 per cent of the population.' 
The issue has nothing to do with boundaries 
but with the claims to a unified Hinduism 
which has begun to define itself as a 
monolith with a view to seeking protection 
against what is perceived to b<; aii increas¬ 
ing loss of identity and power in the face of 
the rights won by the Muslims as a minority 
in a secular nation. Here too the electoral 
ambitions of Indira Gandhi’s Congress Party 
have initiated the problem as we see it today. 
Communal tension between Hindus and 
Muslims has existed ever since the British 
first introduced separate electorates in the 
provinces. It came to a head in the partition 
of India due to the manipulation of the 
Muslim masses by the Muslim League under 
Mohammad Ali Jinnah, and to the inability 
of the (officially) secular-minded Congress 
Party leadership to convince the Muslims 
that they had a secure place in a post- 
independent India. Though communal ten¬ 
sions and riots have persisted through the 
period of independence, the prevent threat 
to secularism within India began to take 
shape in the 1980s. 

Indira Gandhi, who had long claimed 
popular support for her party with the 
empty electoral slogan ‘remove poverty’ (as 
if one could contest on the platform ‘retain 
poverty!’), was fast losing that support not 
least because poverty was manifestly not 
being removed. In the facet of this loss of 
a populist secular base, she and her son 
Sanjay Gandhi decided to cultivate the sup¬ 
port of the majority religious community, 
first against the Sikhs and then more careful¬ 
ly and subtly against the Muslims. After her 
assassination, her other son and prime 
minister, Rajiv Gandhi continued with this 
electoral strategy, playing into Hindu 
revivalist sentiments over the issue of the 
mosque at Ayodhya during the last national 
polls. This has created a political atmosphere 
in which the blatantly Hindu and anti- 
.secular Bharatiya Janata Party can now flex 
its muscles and demand Hindu raj. In the 
last elections t)ie Congress Party and the 
BJP more or less openly appealed to the idea 
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of an India under Hindu rule in order to win 
aeats and offices 

The idea of a monolithic and maiontanan 
Hinduism is a wholly mythical construct As 
myths will, it goes back a long way into the 
recesses of Indian history and has helped to 
perpetuate the most remarkably resilient in- 
egalitanan social formation in the world It 
IS the product of a sustained effort over 
centuries on the part of the upper castes to 
sustain their hold not only on the bases ot 
political power but on the Hindu psyche 

This Brahmanical ascendancy had its an 
cient origins in a priesthood which made its 
alliances with kings and their officials as well 
as with the landed gentry Through the cun 
trol of religious ntual and the language of 
ntual— Sanskrit—and with the force ol the 
Kshatnyas (the predominantly military 
caste) behind them it gradually created a 
nation-wide hegemony for the upper castes 
Under both the feudal rulers during the 
period of Muslim rule and later in the 
colonial state, upper caste Hindus flourish 
ed in the state apparatus, and today they by 
and large dominate the executive and 
economic govei nance ot the country both 
at the centre and in many regions— 
especially in the so called ‘cow belt—where 
they occupy most of the offices and post 
tions in the bureaucracy industry and the 
academy 

What IS remarkable about this abiding 
control over the centres of power is that 
through the centuries it gave rise to a 
Brahmanical ideological tradition which to 
opted all efforts at the reform of Hinduism 
from the Arya Samaj movement in the north 
to the Brahmo Samaj movement in Bengal, 
even intellectual and social movements 
which started with the avowed intention to 
raise the status and the political conscious 
ness of the lower castes deteriorated into 
either elitist or anti Muslim organisations 
In the process of such a pan Indian ideolo 
gical construction, not only were the lower 
castes silenced, but there was also a deli 
berate obscuring ol the highly differentiated 
local histones and diverse vernacular 
religious traditions in which caste divisions 
played no significant leligious and social 
role 

The construction steadily erased the 
legacy and the roots of heterodox religious 
and populist movements irom the ancient 
Bhakti cults to moic recent syncretic move 
ments such as the cults ot Kabir and Guru 
Nanak (A similar process ot elitist construe 
tion and erasure of local heterodox tradi 
tions—though of course without the specific 
caste orientation of Hinduism—informed 
the rise ol the urban ptolessional classes in 
the Muslim community, a process which 
culminated in the anti secular developments 
within the Muslim league and led to the 
creation of Pakistan) 

There is, then, a double dissimulation 
The pan-lndian Brahmanical ideological 
tradition, which pretends to speak tor a 
unified Hinduism and which to a large ex 
lent defines itself today against the secular 
concessions to leligious minorities, is based 
on a denial of two quite different things On 
the one hand, it refuses to acknowledge the 


deeply megalitanan ctuie divitiona which 
characterise the Hindu society which it has 
come to represent and, on the other hand. 
It denies a historical place to the multifarious 
local Hinduisms which it has slowly erased 
and which flourished through Indian history 
without any particular hostility to secular 
conceptions nor any place for the hierarchy 
ot caste 

The frenzied communal passion ol the 
Hindus and the Muslims (hat have been 
unleashed m the last year can only be 
understood agamsi the background ot this 
construction ol a false unity 

India adopted a secular national polity 
after independence and has maintained it 
with hazard over the last 44 vears I here have 
been eruptions ot Hindu Muslim violence 
from time to time in diitcrcnt pails ot Ihi 
country in which the Muslims who arc ihc 
overwhelming minonty, have tended to sufki 
the greater destruction In the last year or 
more however, there has been sustained 
communal extremity unlike anything since 
the days iust helore and after partition 
Things have now veered to a crux because 
ii IS this conflict which provides the most 
readily available sustained distraction from 
iccent efiorts 'o expose the mvih ol a 
uniticd majontirian Hindu sociciv 

Towards the end of his brief tenancy as 
prime minister V P Smgh dvc laied his in 
icntion to implement the suggestions ol the 
Mandal C ommission Report which lonclud 
cd that 27 per cent of central and local 
gewernment jobs should be aserved toi these 
disadvantaged Hindus The decision to 
impicmcni this was a bold move i« stiikc an 
inilial blow 10 upper caste domination 
especially in the states ot the cow belt li 
finally went hevond the empty legislative 
deeices which have lormaily outeast easteisiii 
and II gave substance to the hitherto 
hvpcKntieal rhetoric of scKial equality which 
all parties produce bctorc each election In 
a word It exposed and attacked the mvth ot 
a monolithic Hinduism by acknowledging 
III deed rather than word that caste mequah 
tics exist at the very heart of the nations 
ceniics ot power 

Middle and upper class Hindus in these 
slates who not surprisingly, coincide with 
the privileged castes responded to Singh s 
decision with such hysteria and public 
violence that ii gave rise lo a panic within 
Ins own lulmg party There were subsiantial 
detection^ from it m parliament and he was 
loaed out ot government But toppling the 
government did not by itself make the issue 
that Ihc Mandal C ommission addressed go 
awas So ihe Bharatiya Janata Partv which 
represents the more or less prosperous Hindus 
ol these regions is making every efiori to 
make it go away by campaigning, with 
greater vehemence than any party has darec 
to do ai any prior period, on the revisalist 
platform of a Hindu raj it claims that the 
glorious period of a pre-islamic Hindu India 
must be revived, and argues that the morale 
and united strength of Hindus is being daily 
undermined by the secular concessions 
gianicd to the minorities by the leaders of 
post independeni India The fact that the 
unity never really existed is being covered 


over oiK« atein toy pdiitiiic to a 
ding eitemal enemy wdthin, which if only 
It was suppressed, the distant and glorious 
past of a robust Hmduum would be India’s 
again 

The immediate symbolic pimr m this 
devious strategy fastens on the wretched 
question oi a mosque m Uk town of Ayodhya. 
The Bharatiya Janata Party vows that, if 
elected, it will correct a historical injustice 
against the Hmdus by destroying the mosque 
and building a temple in its place 

India’s most distinguished histonans have 
categorically denied that there is a shred of 
evidence for these historical claims and ated 
the Archaeological Survey of India's reports 
ot excavations in this area In a letter to The 
limes of India, they concluded “It is a 
debasement of history to distort these events 
loi present day communal propaganda” 

AyexJhya has become the symbol of India’s 
struggle for a secular future By asking that 
Hindus recognise the strength of their ma¬ 
jority status and vote them in on the man 
dale ol Hinduising India, the BJP is trying 
to enact one of democracy’s most elementary 
paradoxes that one can exploit democratic 
institutions and civil liberties to subvert 
those veiy things If ihe BJP is successful 
and sticks lo us woid the minorities will 
iightiv see this as the end ol secular citizen 
ship and will begin to think the unthinka 
bic < second partition' 

Hcit IS a good question loi 17 initial 
vtars the leadership of independent India felt 
mio Ihc hands ot India’s greatest public 
figure, arguably greater (on the questions 
being discussed) than Mahatma (landhi At 
ans rate his vision of a mcxlern, secular India 
was conceded by even his most vcxal crilics 
to be a genuine and honourable commit 
nieni A comparison with Pakistan after Ihc 
untimely death of Jinnah (who perversely 
had much the same vision as Nehru lot the 
ncwlv created Mushm nation), and a com 
panson with what might have happened il 
other leaders such as Vallabhbhai f^tel had 
been al the helm in India, must allow (he 
conclusion (hai to a considerable extent 
Nehru did succeed But if wc look around 
us today we can only judge the seculai sue 
ecss of his long rule as at best, a holding 
process 

The question then, is why did Nehru s 
vision fail to take hold' This is a large and 
complicated question But a simple and cen 
tral fact upon which a fuller answer must 
build IS simply that Nchiu was the leader of 
a pails which Irom the very beginning 
despite all its secular and egalitarian pio 
nounccmcnis, did not make any serious 
effort to destroy Ihc consolidations ol 
Brahmanical power and ideology that I sket 
ched earlier 1 hough it would be unfair to 
omparc Ihe C ongress Party with the 
communally oriented nationalist campaign 
of ihc Muslim League, the tact is that Irom 
the earliesl phases ol the independence 
movement i( appealed to the symbolism ot 
a Brahmanical Hindu culture to mobilise the 
masses and often when it made gestuies ol 
support to Muslims in order to recruit them. 
It did so in ways that encouraged Ihe most 
retrograde element m the Muslim com 
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imilittK ii )fi Ondhi*! tunxiit of the 
Khltofat movement—a move echoed by 
Ri^v Gandhi’s recent seif-seeking support 
of the thoroughly reactionary Muslim 
Women’s Bill—thus encouraging a com¬ 
munal ethos among the minorities as well. 

Since Nehru’s passing, his familial heirs 
not only gave up the holding process, they 
began to reassert the importance of that 
mythical Hindu construction in order to win 
rotes. 

Just as the Islamisation programme is a 
despcmte appeal to a spurious unifying 
ideology by the Punjabi community to re¬ 
tain its hegemony in Pakistan against in¬ 
creasing demands by the other ethnic com¬ 
munities, the present reassertion of a unified 
Hinduism and the mreme communal feeUng 
it has generated in the country's heartland 
is the desperate counter by middle-class 
Hindus against any popular feeling that 
might develop for a more socially egalitarian 
and casteless society. Islam, being a doctrinal 
religion, makes it easier for the rulers of 
Pakistan to make this move. They can dist¬ 
ract from the urgent needs and demands of 
their people by appealing directly to the 
political pretensions of portions of the 
Koran and its medieval interpretation in the 
Sharia. But Hinduism is not a doctrinal 
religion and for Hindus to make the same 
claims, its leaders must appeal to history, the 
pre-lslamic ‘golden age^, which, as I said, has 
been carefully constru^ed upon a deliberate 
falsirication of diverse religious traditions. 

The only party which holds out hope for 
India's secular ideals is V P Singh’s Janata 
Dal and its scatter of smaller and more left- 
wing partners. India is stuck with coalition 
politics for a while to come. But Singh has 
not defected from his promise to pursue the 
aspirations voiced in the Mandal Commis¬ 
sion. There is, no doubt, much that is pro¬ 
blematic about his position. He has been ac¬ 
cused of having adopted these ideals to build 
a popular base among the lower castes 
against rivals in his party. That may well 
have been so. There is also the worry that 
what he has opened up is more caste- 
oriented politics and more communal 
hatred. But this is a worry that accompanies 
all such aspirations and should not detract 
from the genuine initial achievement, how¬ 
ever small and however preliminary, of the 
stand he has taken. The fact is that he has 
directly called into question the infinite sur¬ 
vival of one of the most fanta.stic forms of 
social evil in the history of the world, the 
Hindu caste system. He has, whatever his 
motives, opened up the possibility of a 
Muslim/lower caste axis and, in doing so, 
has revived the poffiibility of many cultured, 
grassroots political alliances which would 
unsettle the myth that India’s national unity 
can only be imposed from the top by an 
upper-caste, middle-class, pan-Indian ruling 
elite. 

The idea of the Indian nation, which has 
never been as precarious as it is now, needs 
such a redefinition of the process by which 
unity can be retained. The federal unity that 
comes from diverse co-existing cultural tradi¬ 
tions without inegalitarian social formations 


is far nm Hkely to pufl India out of the pre¬ 
sent crisis of nationhood than a mythical 
unity with caste inequalities at its very core. 
Such a redefinition of unity akme will 
remove the neurotic obsession of govern¬ 
ments with centrist power. It alone will allow 
for a framework of central government 
whidi readily concedes cultural and political 
autonomy to the regions. In the dialectic of 
secessionist and unificationist nationalist 
sentiments with which I began, such a re¬ 
definition of unity alone will pre-empt the 
secessionist threat. 

If the forces that Singh’s stand have releas¬ 
ed can eventually shape such a bansformation 
in the very ideal of an Indian union, then, 
on his central theme, Naipaul may be right 
to find heart in the recent rise of multi¬ 
farious aspirations and mutinies among the 
people of India. But to say this is to say 
something much more nuanced and much 
more guarded than what Naipaul himself 
concludes. Since his book offers no 
understanding of how these aspirations are 
caught up in an entrenched institutional and 
ideological framework, the optimism he ac¬ 
tually sounds will be heard as something 
indiscriminate and perverse. 

Indiscriminate, b^ause his wide-ranging 
conversations with aspiring individuals, by 
themselves, reveal nothing of what is needed 
for the optimism to be borne out, nor, there¬ 
fore, how fragile and conditional it ought 
to be. Perver.se, because, it will seem to many 
that after two excoriating accounts written 
in periods of relative stability in India, he 
is now applauding from the sidelines just 
when India is terrifyingly on the verge of a 
breakdown of governance and of a surrender 
of the values of modernity that have so far 
defined its seif-conception. 

He says; “What the mutinies were helping 
to define was the strength of the general 
intellectual life, and the wholeness and 
humanism of the values to which ail Indians 
could appeal.’’ f ven at first sight—and the 
book only gives us a first sight, even if from 
different angles this is a numbing false¬ 
hood. The antics ol the BJP and the reac¬ 
tionary and dcteiisivc response ot the 
Mu-slims are as tar from the “wholeness and 
humanism of values” as any political move¬ 
ment can be. The demands of the Sikhs for 
an independent Khalistan are the demands 
of a minority in Punjab which have been ar¬ 
tificially created by the electoral ambitions 
of political parties. It is a shallow political 
sensibility that rests with the thought that 
demands induced by these means are a sign 
of “intellectual stiength!’ 

Naipaul’s method m the study of a culture 
has a simple diukvtic m this book. Time and 
again he begins wiiii .some brief observation 
of what some community seems like from 
the outside; then proceeds to .step inside by 
letting one or two of its members speak to 
him of their live-, their political and personal 
triumphs and tribulations. The conversa¬ 
tions are clearly meant both to redeem and 
revise the initial observation by adding a very 
specific kind ol phenomenology—a personal 
voice telling a personal but representative 
history—which Naipaul then sums up in 


another brief concluding deKriptton. 

About the Sikhs, for example, he says in¬ 
itially: “lb most people what had happen¬ 
ed in the Punjab was a pure tragedy, and not 
easy to understand. From the outside, h 
seemed that the Sikhs had brought thu 
tragedy on themselves, manufacturing grie¬ 
vances out of their great success in India. 
It was as if there was some intellectual or 
emotional flaw in the community, as if in 
their fast, unbroken rise over the last cen¬ 
tury there had developed a lack of balance 
between their material achievement and their 
internal life, so that, though in one way so 
adventurous and forward-looking, in 
another way they remained close to their 
tribal and country originsr Or, after chatting 
with one of his Muslim protagonists, he con¬ 
cludes with the comment; “His orthodox 
faith was the one pure thing he bad to hold 
on to. He couldn’t imagine life without it. 
it was a stringent faith. It shut out televi¬ 
sion; ii had no room for heretics. All the 
many rules and celebrations and proscrip¬ 
tions were part of the completeness of 
Anwar’s world. Tkke away one praaice, and 
everything was threatened; everything might 
start to unravel. It was correct, for instance 
for Muslim men to pee squatting; and 1 
heard later from someone who worted with 
Anwar, that Anwar insisted on doing this at 
the modern urinals in his place of work, 
though it created problems for him!’ 

The “manufactured grievance”, the 
“tragedy” of the Sikhs is nowhere evaluated— 
not even by the Sikhs he interviews—as bring 
a grievance, to a large extent, manufactured 
by the Congress Party high command in 
New Delhi, nowhere diagnosed as a tragedy. 
of the failure of federal rule. His colourful 
gloss on the insular withdrawal of Anwar 
and other Muslims into the shell of their 
religion is nowhere situated in the larger 
picture of a struggle between a minority and 
the will of an elite to perpetuate a majori- 
tarian myth. Their withdrawal reflects a very 
specific form of defensiveness and adaptive 
failure on the part of Indian Muslims, 
issuing from its place in a very specific 
ongoing historical and political context; but 
this IS nowhere divulged. These are just two 
examples of a recurring lack throughout this 
long book. The interviews and portraits do 
not lack charm, and they will often move 
you, but they will frustrate you with their 
lack ol intellectual substance. Naipaul’s 
theme is too large and deep-going for this 
limited method. 

So, in this book, something simple about 
Naipaul gets vividly exposed perhaps, for, 
the first time. For years, as I said, his impa¬ 
tience and his .seeming contempt for the 
cultures he wrote about, irritated readers 
who had some familiarity with those cultures. 
This book’s attentive sympathy demonst¬ 
rates, in retrospect, that those flaws were 
superficial. Without their distraction, we can 
see more clearly now that the gap created 
by the ambitiousness of his subjects on the 
one hand and his intellectual limitations on 
the other, has always been the deeper source 
of his shortcomings as a writer of non¬ 
fiction. 
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Let Us Rededicate Ourselves To Build 
Strong And United India 

Fnedom can be maanigful only whan social and aoonomic equality is 
ensured for all cHaens. 

Wdi this objective at heart, Maharashtra has been forging ahead for the 
last 31 years That is why the common man is the focal point of the State's 
developmental efforts Under the dynamic and farsighted toadership of 
the Chief Minister, Shn Sudhakarrao Naik, who assumed offfice in June 
this year, Maharashtra continues its march towards the attainment of this 
end 

Maharashtra is determined to follow the path M by its illustrious sages and 
seers like Sant Dnyaneshwar, Mahatma Phule and Dr Babastdieb 
Ambedkar who continue to inspire us towards establishing a society 
based on equality and brotherhood Our visionary former Chief Ministers 
like the late Shn Yashwantrao Chavan, Shn Vasantrao Naik and Shn 
Vasantdada Patil nave already laid solid foundations for making 
Maharashtra a progressive and an egalitanan State 

Some of the programmes being vigorously implemented for fulfilling this 
aim are 
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Employment Guarantee Scheme assuring work to the needy 
farm-hands 

Loan Waiver to marginal and landless farmers 

Development of Horticulture on 10 lac hectares of falbw land during 

the Eighth Five Year Plan 

Massive Assistance for Development of horticulture, pastures and 
agro-forestry on lands of small holders and farmers of Scheduled 
Castes and Scheduled Tribes 

Impetus to food-precessing industry based on hoitK;ulture 
Special Action Plan for the development of the Adivasis in Gadchiroli, 
Chandrapur, Dhule, Nanded and Yavatmal districts 
Implementation of "Rural Devebpment through Manpower Scheme" 
in over 400 Villages 

Indira Gandi Assistance Scheme for the Aged Landless labourers 
Record success in production of foodgrains, cotton and sugarcane 
Strengthening of Public Distribution System for checking rising prices 
Special plan for total literacy in six districts 
Daily per head incentive allowance to parents bebnging to the 
Scheduled Castes, Scheduled Tribes, Nomadic Tribes and those 
bebw poverty line to induce them to send their daughters to primary 
schools 

Provision of Rs 2,500 crores in Eighth Five year Plan to remove 
regional imbalance 

On this auspicious occasion of the 45th anniversary of our 
freedom, let us rededIcate ourselves to the progress and 
prosperity of Maharashtra and to the unity and strength of India. 
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Ambedkar’s Legacy to Dalits 

Has the Nation Reneged on Its Promises? 

P Kadhakrishnan 

Ambedkar contemplated various means for liberating the Dalits and enabling their deliverance from depnva- 
lon md soaal stigma to development and social respect but ha legacy to the Dalits a primarily the constitu¬ 
tional safeguards for the scheduled castes Tha paper takes stock of the fate of tha legtxy with a view to establishing 
tf the nation has honoured it or reneged on its commitments. 


DAI ITS, meaning ‘broken or oppressed', 
IS a synonym for the depressed classes' 
(DC sk Both these terms are now too loosely 
and indiscriminately applied to an assort 
ment of social groups, variously labelled as 
oppressed, deprived, downtrodden, disabled 
disadvantaged, weaker sections, other 
backward classes (OB( s). minorities 
scheduled tribes (Sis), untouchables, 
scheduled castes (SCs) Hariians and so on 
The lumping of all these groups and the 
use ol the terms DCs and Dalits as ‘catch 
air categories are for at least two reasons 
First, the tailurc to grasp the magnitude of 
the disparate sociocultural educational 
and economic conditions of these groups 
Second as a ploy of sell serving politicians 
pretending to be the protagonists of back 
ward classes for invidiously extending the 
constitutional safeguards meant feu the real 
Dalits to the less desen iiig groups as well 
In either case the loscis arc undoubtedly the 
realiv deprived and disabled bottom groups 
which alone arc Dalits 
In this connection it is pertinent to recall 
B R Ambedkar’s usage of the term DCs 
That was in the limited sense of un 
touchables ' Among other things m his 
written statements and oral evidence before 
the Simon (Indian Statutory) Commission 
of 1928 and the Round Table C onferences 
of 1930-31 and their subcommittees he made 
It explicit that he was using DC s tnd un 
touchables as convertible terms More often 
than not, he preferred to address the un 
touchables as just untouchables as though 
to remind them of thtir plight as a besieg 
ed’, ‘broken’, and ‘dehumanised’ people If 
he addressed them as DCs it was primarily 
because this term was already in circulation 
as a British officialese covering the un 
touchables and a few othci groups such as 
the aboriginal and hill tribes 
But when occasion arose Ambedkar did 
not hesitate to condemn this usage Thus, 
in a supplementary memorandum on the 
claims of the DCs for special representation 
submitted (along with Rao Bahadur 
R Srinivasan) on November 4, 1931 to the 
Minorities Subcommittee of the Second 
Round Ihble Conference, he made it clear 
that the term DCs was degrading and con 
temptuous, and its use objectionable to the 
members of the concerned class and others 
interested in them So, he demanded its 


substitution with the less derogatory ‘non 
caste Hindus protestant Hindus’, or ‘non 
conformist Hindus or some such appella 
tion In his note on the untouchables, sub 
milted on May I 1932. to (he Indian 
Franchise (lothian) C ommittee of the same 
conference, Ambedkar again objected to the 
use of this term He also noted that the term 
had led to a great deal of confusion in the 
census as it included other groups who were 
not strictly untouchables Therefore, he in 
sisted on describing the untouchables by the 
more expressive term ‘exterior castes or 
excluded castes [see Government of 
Maharashtra 1982 2 474, 499 SOO, 672] 
While Ambedkar had no difficulty in 
accepting the British officialese SCs (or 
scheduled classes as they were also known 
then) as incorpotated into the Ciovcrnment 
ol India Act ol I93S he detested Ciandhi’s 
giandiloquent appellation Harijans In 
January 1938 when the Bombay legislative 
council refused to accept an amendment for 
deletion of this term from the Lxical Boards 
Act Amendment Bill, Ambedkar along with 
members of his Republican Party walked out 
of the house I he a isoning of B K Gaik wad, 
who moved the amendment was that 
through sevctal conferences the untouch 
ables had voiced their opposition to this 
usage If thes were people of god, that is 
Harijans wen the touchables monsters he 
asked [see Iseer 1987 301 02, also Govern 
ment of Maharashtra 1982, 2 127 28] 

In view of the fset that untouchables have 
been the largest category and the most 
depressed and dountiodden of all the bot 
tom groups ol Indian society, and in keep 
ing with Ambcdkai s usage of the DCs onlv 
with relcrence u th untouchables, the term 
D( s as well as its vernacular equivalent 
Dalits IS used here in the limited sense of un 
touchables or their constitutional ecjuivalent 
SCs Such a aslncled usage also assumes 
significance because o* Ambedkar’s role as 
the greatest of all the hitherto leaders of the 
untouchables who launched a life long 
ciusade for then liberation from centuries 
old ciislavenui i and ostracism 
Ambcdkai contemplated various means 
for liberating the Dalits However it was 
primarily through the numerous safeguards 
incorporated into the Indian constitution, 
of which he himself was the chief architect, 
that he hoped to arm them with political 


power, to improve their socio economic, 
educational, and cultural conditions, and to 
actualise their gradual deliverance from 
rhetoric to reality, from deprivation to 
development, from social stigma and suffer¬ 
ing to social respect, solace, and equality 

As Ambedkar’s legacy to Dalits is thus 
primarily the constitutional safeguards for 
the SCs, the celebration of his birth 
centenary year should at least serve as an 
occasion to take stock of the fate of his 
legacy, and to ascertain if the nition has real¬ 
ly honoured it or reneged on us promises to 
honour it This calls for an c /lamination of 
the performance of the various measures 
undertaken in pursuance of these safeguards 

CONSTITUTIONAl SAI-Lt.UARDS 

The specific constitutional provisions in 
tended to safeguard the interests of the SCs 
are on the abolition of untouchabihty and 
prohibition on its practice in any form (Ar 
tide 17) prohibition of ‘begar’ or forced or 
bonded labour (Article 23), consideration of 
the claims of the SC s (and the Sfs) in ap¬ 
pointments to services and posts in connec 
lion with the affairs of the union or a state 
(Article 33S), and reservation of seals in pro¬ 
portion to their numbers for the SCs (and 
the STs) in the Lok Sabha (Article 330) and 
in the Vidhan Sabhas (Article 332) 

Some of the other provisions also re 
inforcc the status of the SCs as a ‘protected 
weaker section’ They include the departures 
from the anti discriminatory and formal 
equality provisions of the constitution, em 
powering the state to make any provision for 
the advancement of any socially and edued 
tionally backward class of citizens (Article 
13(4)) and tor the reservation of appoint¬ 
ments or posts in favour of any backward 
class of citizens which in the opinion of the 
state IS not adequately represented (Article 
16(4)) They also include the directive in 
Article 46 that the stale shall promote with 
special care the educational and economic 
inicresis of tlie weaker sections of the people; 
and in particular, of the SCs and the Slk, 
and shall protect them from social iiyimice 
and all forms of exploitation ^ 

For analytical purposes the measures 
underuken in pursuance of the various con¬ 
stitutional provisions for the SCs may be 
treated unda three broad categories, namel); 
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Table I PCR Cases in Sfates bv SC Population 


SN States/PCR Cases 1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

Vfeariy 

Average 

Pipulittion 
Per Cent 

1 Andhra Pradesh 












No 

89 

ISl 

144 

168 

238 

263 

385 

269 

NA 

190 

76 

Per cent 

31 

36 

29 

39 

59 

65 

96 

71 

NA 

49 


2 Bihar 












No 

2 

SI 

36 

17 

17 

28 

16 

II 

18 

22 

97 

Per cent 

01 

12 

07 

04 

04 

07 

04 

01 

07 

06 


3 Oujaiai 












No 

570 

716 

506 

408 

281 

347 

386 

271 

169 

406 

23 

Per tent 

20 9 

17 0 

101 

95 

69 

85 

96 

72 

68 

106 


4 Haryana 












No 

5 

5 

1 

I 

6 

5 

5 

0 

NA 

1 

24 

Per cent 

02 

01 

01 

00 

01 

01 

01 

00 

NA 

01 


5 Hiingchal Pradesh 











No 

NA 

10 

18 

14 

16 

6 

6 

4 

7 

II 

10 

Per tent 

NA 

07 

04 

01 

04 

01 

01 

01 

0 1 

03 


6 Karnataka 












No 

329 

426 

550 

488 

581 

674 

567 

532 

659 

534 

5 1 

Per tent 

121 

101 

It 2 

II 4 

14 3 

16 6 

14 1 

141 

26 7 

119 


7 Kerala 












No 

32 

49 

46 

29 

38 

29 

17 

17 

41 

18 

24 

Pera-ent 

1 2 

1 2 

09 

0 7 

09 

07 

0 9 

I 0 

1 7 

1 0 


8 Madhva Pradesh 












No 

321 

198 

107 

247 

217 

317 

190 

170 

NA 

290 

■■0 

Per cent 

n 8 

94 

63 

58 

59 

81 

97 

98 

N \ 

76 


9 Maharashtra 












No 

266 

1281 

1604 

1576 

998 

769 

558 

510 

NA 

841 

4 1 

ftr teni 

98 

30 4 

12 7 

16 9 

24 6 

189 

119 

115 

NA 

21 9 


10 Orissa 












No 

49 

106 

151 

U’ 

106 

125 

90 

N\ 

88 

% 

1 7 

Per tent 

1 8 

25 

3 1 

14 

26 

1 1 

2-2 

NA 

16 

2 ^ 


It Punjab 












No 

7 

5 

0 

s 

0 

4 

(t 

NA 



4 1 

Per cent 

03 

01 

00 

01 

0 0 

01 

0 0 

NA 

0 1 

0 1 


12 Rajasthan 












No 

119 

168 

136 

124 

ri 

186 

191 

168 

20'’ 

164 

5 6 

Per tent 

44 

40 

28 

29 

43 

46 

48 

44 

8 t 

4 1 


13 Tamil Nadu 












No 

792 

547 

IIS’ 

858 

1116 

■ 105 

1205 

1402 

1 >80 

1054 

8 5 

Per tent 

29 1 

110 

216 

201 

28 0 

27 2 

10 0 

r 1 

'1 8 

2“’ s 


14 Uttar Pradesh 












No 

141 

287 

25| 

191 

221 

186 

in 

208 

NA 

185 

2'>4 

Per tent 

5 2 

68 

5 1 

4 s 

5 5 

46 

4 1 

5 5 

NA 

4 8 


15 West Bengal 












No 

0 

0 

0 

1 

0 

0 

0 

0 

0 

(» 

II 5 

Per cent 

00 

00 

00 

0 0 

0 0 

0 0 

0 0 

0 0 

0 0 

0 0 


Total 












No 

2724 

4222 

4909 

4274 

4051 

4064 

4011 

1782 

24'’l 

1814 

98 0 

Per tent 

100 0 

100 0 

100 0 

1000 

100 0 

1000 

KKtO 1 

100 0 

100 0 

1(H) 0 


Note NA Not available fable shows onlv iht Iresh casts for each year 

Population per suit as ptr 1981 Ltnsiis 



Source Tabulated Irom Reports of the C ommissioner and tht < ominission for S( s and Sis 1978 79 to 1985 86 





fsBirl PCRCasisms Naii ki oI Disiosai 

Att Iniiia 







Polite 





( uuris 




Tear 

Total 

( hallantd 

Total 



Dt^isals 




C ases lor 

In Number 

As Ptr 

C asts lor 

(onsiticd Atquiiiid Total 

( olunin 8 

( oluinn 6 

( olumn 6 


Uisposal 


Ctni to 

Disposal 





as lAr 

as l\r 

as l*tr 




total 






t int ol 

( tilt ol 

( till of 









C olunin 5 

C olumn 8 

< olumn 2 

1 

2 

1 

4 

s 

6 

7 

8 


9 

10 

II 

1977 

2799 

1325 

471 

5193 

551 

1461 

2014 


18 8 

27 4 

19 7 

1978 

4976 

3751 

75 4 

7704 

490 

2002 

2492 


12 1 

19 7 

98 

1979 

4769 

2662 

55 8 

5827 

261 

1069 

H30 


22 8 

19 6 

5 5 

1980 

5230 

1550 

67 9 

9129 

1267 

2866 

41 1 


45 1 

10 7 

24 2 

1981 

4781 

2865 

59 9 

7860 

441 

2085 

2526 


32 1 

17 5 

92 

1982 

4777 

2665 

55 8 

7212 

199 

1631 

1812 


25 4 

109 

42 

1981 

4829 

2902 

601 

9249 

243 

1707 

1950 


21 1 

12 5 

50 

1984 

4261 

2708 

63 6 

8414 

125 

1781 

2106 


25 0 

15 4 

76 

1985 

2789 

1926 

69 1 

1892 

97 

1294 

1391 


35 7 

70 

15 

Yearly average 

4157 

2706 

621 

7164 

430 

1767 

2197 


307 

19 6 

99 


/>f 0 te The lable does noi contain data Jor 1984 and 1985 for a number of states as shown iii Tabli I 
Soune As in TBble I 
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lAHII 1 I^KLASISm NAtlRI <)l OISI'OSM IV«> 




Police 





C ourts 




>N State 

Total 

Challaned 

Total 



Disposals 




Cases for 

In Number 

As Per 

Cases for 

Convicted 

Acquitted 

Total 

Column 9 

Column 7 

Column 7 


Disposal 


Cent to 

Disposal 




as Per 

as Per 

as Per 




lotal 





Cent ot 

Cent of 

Cent of 









Column 6 

C olumn 9 

Column 3 

1 2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

1 Gujarat 

179 

153 

85 5 

484 

2 

200 

202 

417 

10 

1 1 

1 Karnataka 

765 

591 

77 3 

568 

2 

21 

23 

40 

87 

03 

1 Kerala 

44 

24 

54 5 

81 

0 

31 

31 

38 3 

00 

00 

1 Onsu 

121 

66 

54 5 

405 

2 

34 

36 

89 

56 

1 ’ 

1 Rajasthan 

216 

108 

500 

446 

38 

17 

55 

12 3 

691 

17 6 

> Tamil Nadu 

1393 

944 

67 8 

1853 

50 

982 

1032 

55 7 

48 

36 

lotal 

2718 

1886 

69 4 

3837 

94 

1285 

1379 

35 9 

68 

35 

Sourer Ikbulated from the Commission for S( s and STs 

8lh report 

1985 86 









Tabu 4 

Airih MS ( 

ASi» At AiNsi SC s as Siam s asm SC PoK i 

1 MION 




SN States/Atrocity 
Cases 

1977 

1978 

1979 

1980 

1981 

1982 1983 

1984 

1985 

Yearly 

Average 

Population 
Per f eni 

1 Andhra Pradesh 

No 

102 

no 

92 

152 

206 

213 181 

190 

166 

157 

76 

Per cent 

09 

07 

07 

1 1 

1 5 

14 12 

1 1 

1 1 

11 


2 Eihai 

No 

681 

1911 

2153 

1890 

1983 

2073 1809 

1845 

1402 

1750 

97 

Per cent 

63 

12 7 

15 6 

138 

14 0 

13 8 12 2 

11 1 

93 

12'' 


3 Gujarat 

No 

331 

540 

475 

498 

654 

455 476 

690 

750 

541 

2 3 

Per sent 

30 

36 

34 

36 

46 

3 0 3 2 

42 

SO 

38 


4 Haryana 

No 

26 

66 

80 

78 

74 

144 113 

120 

117 

91 

24 

Per tent 

02 

04 

06 

06 

05 

10 0 8 

07 

08 

06 


5 Himashdl Pradesh 

No 

42 

66 

83 

68 

69 

73 47 

56 

49 

61 

10 

Per tent 

04 

04 

06 

05 

05 

0 5 0 3 

0 3 

03 

04 


6 Karnataka 

No 

59 

376 

500 

377 

397 

363 194 

169 

294 

303 

5 3 

Per sent 

05 

2 < 

36 

27 

28 

24 13 

1 0 

20 

21 


7 Kerala 

No 

233 

767 

887 

478 

260 

145 149 

148 

300 

374 

24 

Per sent 

2 1 

5 1 

64 

3 5 

18 

10 10 

0 9 

20 

26 


8 Madhya Pradesh 

No 

3366 

3240 

3866 

38’’ 

4033 

4749 5292 

6128 

4890 

4382 

70 

Per tent 

310 

21 5 

27 9 

28 2 

28 5 

111 IS 7 

37 0 

32 6 

306 


9 Maharashtra 

No 

570 

1053 

503 

518 

695 

680 704 

579 

428 

637 

43 

Per tent 

5 2 

70 

36 

38 

49 

4 5 48 

3 5 

29 

44 


10 Orissa 

No 

69 

135 

43 

80 

80 

150 46 

46 

159 

90 

37 

Per tent 

06 

09 

03 

06 

06 

10 0 3 

0 3 

1 1 

06 


11 Punjab 

No 

84 

84 

171 

to 

51 

73 36 

47 

32 

73 

4 3 

Per tent 

08 

06 

1 2 

0 6 

04 

05 02 

0 3 

02 

05 


12 Rajasthan 

No 

261 

886 

760 

1180 

1562 

1731 1604 

1648 

1437 

1230 

56 

Per tent 

24 

59 

5 5 

86 

no 

115 108 

99 

96 

86 


13 Tamil Nadu 

No 

54 

141 

115 

140 

199 

153 299 

689 

841 

292 

85 

Per cent 

05 

09 

08 

10 

t 4 

10 20 

42 

56 

20 


14 Uttar Pradesh 

No 

4974 

5660 

4102 

4279 

3865 

3977 3851 

4200 

4135 

4338 

224 

Per cent 

45 8 

37 6 

29 7 

31 2 

27 3 

26 5 26 0 

25 3 

27 5 

30 3 


15 West Bengal 

No 

7 

6 

2 

31 

23 

17 17 

18 

II 

15 

n 5 

Per cent 

01 

00 

00 

0. 

02 

01 01 

0 1 

01 

01 


Total 

No 

10859 

IS04I 

13832 

13727 

I4I5I 

149% 14818 

16573 

15011 

14334 

980 

Per cent 

1000 

1000 

1000 

1000 

1000 

1000 100 0 

1000 

1000 

1000 



Note Population percentage as per 1981 census 
Source As tn liible I 
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protective, developmentai, and ptefoential 
AbolitMn ol untouchabtlity and the dis 
abibtiev arising out of its practice in any 
form, and prohibition of bonded labour 
come under the first category Various 
dflucational schemes such as post niatric 
■Obotarships and girls hostels under the 
c^tral sector, and pre-matric stipends, re 
ii^ursement of tuition fee, book banks, and 
hostels under the state sector, special com 
ponent plans of the centre and states, special 
central assistance, and the SCs Development 
Corporations arc of the second category 
Legislative, educational and employment 
reservations are of the third category Ol 
these, the effective implementation of the 
measures of the first two categories is a 
pieqondition for actualismg the measures of 
the third category * 

However, the implementation of these 
measures hitherto has been too melfectivc 
to achieve their intended objectives This has 
been brought to light time and again by a 
number of studies, and in particular, bv the 
commissioner (and also the commission 
since 1978 79) (or SCs and Sis 

PERStSTLNtL or UNIOlIt HABII IIS 

The Untouc habilily (Offences) Act of 
19SS>was intended to wipe out untouch 


ability and the social disabilities arising out 
of It, by making its practice in any form 
punishable under law But, the total number 
ol cases registered with the police from 195' 
to 1970 were only <>778 for the country as 
a whole, with only 1779 or 26 pei cent of 
them ending up in conviction ' 

As this act proved to be too weak and in 
adequate to meet the constitutional require 
ment, in November 1976 it was amended and 
amplified as the Protection of Civil Rights 
(PCR) Act, 1955,*’ with the resolve to totally 
eradicate untouchability within five yeais of 
Its implementation But, even this act has not 
fared any better 

Data on PC R cases indicate the pci 
sistcncc of untouchabililv in virtually all the 
states ^ I his IS especially so in Andhra 
Pradesh, Ouiarat Karnataka, Madhya 
Pradesh, Rajasthan lamil Nadu, and sadly 
enough, even in Ambedkar’s home slate 
Maharashtra f he only stale reported to be 
relatively free from untouchabiliiy (and from 
lelatcd atio,ities against the S( s) is West 
Bengal (Tabic I) 

Of the yearly average ol PCR cases from 
1977 to 1985 only about 62 per cciii ol those 
registered with the police were 'challaned' 
or filed before the courts only about II pet 
tent of those befoa the courts were disposed 


of, and only about 20 per cent of them 
disposals en^d up in conviction. Stated dif¬ 
ferently, of the total cases registered with the 
police on an average not even 10 per cent (in¬ 
cluding cases brought forward) ended up in 
conviction (Ihble 2) 

If this all-lndia pattern t$ any indication 
of the poor performance of the PCR Act, 
data available for some of the states indicate 
that the variations at the state level have been 
mostly for the worse Despite a relatively 
higher percentage of ‘challaning’ by the 
police in at least two states (Gujarat and 
Karnataka), and despite a relatively higher 
percentage ol disposals by the courts in at 
least one of them (Gujarat) and two others 
(Kerak-i and lamil Nadu), in all the states 
most of the cases have ended up in acquit 
tals Stated dilfeiently, only less than 9 per 
cent of the cases before the courts and only 
less than 4 per cent of the cases registered 
with the police have ended up in conviction 
I he relatively smallci proportion of cases 
‘challaned’ by the police anct the smaller pro 
portion of disposals bv the courts tend to 
magnify the pioporiion of coiiviciions in 
Rajasthan (lable 1) 

Whili the large number of cases pending 
with the courts is i icflection ol the tardy 
judicial pioccss, the laiiicr number of cases 
ending up in acquittals i> foi other reasons 
as well \s the lepoiis ol the commissioner 
' , SC s and Sis inclicaic these include the 
weak soeio economic coudiiion ol the vie 
tuns and their witnesses defective invesitga 
tion by the police, inelleeiive or indillcieni 
handling of eases by ilu proscciiiion stall 
victims yielding to pressuies promises 
alluicments, oi intimidation and the long 
diawn out trials which alone can discourage 
any victim from pursuing the east ellexiively 

I hough the tables give some idea ol the 
persistence of untouchability thev are too 
inadequate to bring out iht leal magnitude 
ol this evil I or, more often than not most 
of the cases go unnoticed and uiircportcd 
I he seventh report (1984 85) of the C ommis 
sion/er for bC^s and VT5 noted that quite a 
large number of the victims do not seek legal 


Tabif 5 AraoriTV Casisac.ainsi SCs byIvpi oi Airikiiv, Aii India 


Mar 

Murder 

Cirievous Hun 

Rape 

Arson 

Others 

lotal 


No 

Per 

Cent 

No 

Per 
( ent 

No 

Per 

C eni 

No 

1‘er 

Cent 

No 

Per 

Cei't 

No 

Pei 
< cm 

1977 

334 

31 

1341 

12 3 

332 

3 1 

716 

66 

8156 

75 0 

10879 

1(8)0 

1978 

457 

30 

1582 

10 5 

541 

36 

1203 

80 

11287 

74 9 

15070 

1(8)0 

1979 

388 

28 

144f 

10 1 

430 

3 1 

1013 

72 

10703 

76 6 

13975 

1(8)0 

1980 

500 

36 

1411 

10 2 

551 

40 

991 

7 1 

10413 

75 I 

13866 

1000 

1981 

493 

34 

1492 

10 4 

604 

42 

1245 

87 

10474 

73 2 

14308 

1000 

1982 

514 

34 

1429 

95 

635 

42 

1035 

69 

11441 

760 

15054 

1000 

1983 

525 

35 

1362 

92 

641 

4 3 

994 

67 

11324 

76 3 

14846 

1(8)0 

1984 

551 

33 

1468 

89 

696 

42 

988 

60 

12883 

77 7 

16586 

1000 

IMS 

yearly 

489 

33 

1357 

90 

674 

4 5 

972 

65 

11525 

76 7 

15017 

100 0 

average 

472 

33 

1431 

99 

567 

39 

1017 

7 1 

10912 

75 8 

I44(X) 

foot) 


Source As in Table I 


Tabu 6 Araoe ity Casi-s AcasiNST SCs by Naturi oi Disposal 1985 


SN States 


Police 





Courts 





Tout 

Challaned 

Tbul 



Duposals 




Cases 

In Number 

As Per 

Cases 

Convicted 

Acquitted 

Total 

Column 9 

Column 7 

Column 7 


for 


Cent to 

for 




as Per 

as Per 

as Per 


Disposal 


Total 

Disposal 




Cent of 

Cent of 

Cent of 









Column 6 

Column 9 

Column 3 

1 2 

3 

4 

5 

6 

7 

8 

9 

to 

11 

12 

1 Himachal Pradesh 

67 

48 

716 

174 

27 

51 

78 

15 5 

346 

403 

t Karnataka 

464 

337 

726 

337 

3 

77 

80 

09 

38 

06 

) Madhya Pradesh 

679) 

2526 

37 2 

6472 

277 

104 

5«l 

43 

72 7 

41 

1 Maharashtra 

482 

356 

739 

1436 

176 

364 

540 

12 3 

326 

365 

1 Onssa 

215 

131 

609 

505 

4 

54 

58 

08 

69 

19 

• Punjab 

33 

26 

78 8 

40 

2 

8 

10 

50 

200 

61 

* Rnjasthan 

1511 

1026 

67 9 

5905 

162 

244 

406 

27 

399 

107 

1 Di^ Nadu 

948 

655 

691 

1079 

47 

419 

466 

44 

101 

50 

) Uttar Pradesh 

4826 

3017 

62 5 

15080 

803 

1536 

2339 

5.3 

343 

166 

Tbtal 

15337 

8122 

53 0 

31028 

1501 

2857 

4358 

48 

344 

98 


immr. Ikbulated from the Commission for SCs and STs, bighth report, 1985-86 
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nAm, aiid that dMkwh tn ftata like Bihar 
and OMsia the problem of untouchdiiiity is 
acute, they have been lepoiting signiricamiy 
lower number of cases compared to states 
like Dsmil Nadu, Maharashtra, and 
Karnataka. The reason for this is not far to 
seek. Economically the SCs are still depen¬ 
dent on caste Hindus, and as such they do 
not risk approaching the police 
A survey by the All-India Harijan Sevak 
Sangh conducted about a decade ago m 
I,1S5 village spread over 12 states, clearly 
brought out the widespread practice of un- 
touchability in the rural areas in terms of 
denud of access to the SCs to wells, temples, 
hotels and restaurants, barbershops, laun¬ 
dries, and so on." That this evil practice still 
persists unabated in many areas is evident 
from the subsequem lepmts of the Conunis- 
sion/er for SCs and SI^ Stating that un- 
touchability persists in one form or the 
other, particularly in rural areas, the eighth 
report (1985-86) of the Commission for SCs 
and sift brought to light instances of 
discrimination against the SCs even in urban 
areas, especially in Andhra Pradesh, Bihar, 
Karnataka, Madhya Pradesh, Orissa, 
Rajasthan, Dtmil Nadu; and Uttar Pradesh 


Perpetration op atrocities 

Closely related to the persistence of un- 
touchability is the perpetration of atro¬ 
cities* against the SCs. The atrocity cases 
registered have continued to be relatively 
more in Bihar, Gujarat, Kerala, Madhya 
Pradesh, Maharashtra, Rajasthan, Tkmil 
Nadu, and Uttar Pradesh. Of late, there has 
also been a considerable increase in the 
number of atrocity cases in some states, 
especially in Gujarat, Madhya Pradesh, 
Rajasthan, and Ikmil Nadu (Ikble 4) 

Of the diflerent types of atrocity cases 
registered in the whole country at least one- 
fourth have involved grievous hurt, follow 
ed by arson, rape, and murder (Ikble 5) 7 he 
nature of disposal of these cases has not 
been any better Data avulabk for some ol 
the states indicate that of the total atroaty 
cases for disposal by the police during 1985 
only about 53 per cent were ^hailancd’, that 
of the total cases for disposal by the courts 
only about 5 per cent were disposed of, and 
that of these only about 34 per cent ended 
up in conviction Stated differently, of the 
total cases for disposal by the police not even 
10 pei cent (including cases brought for 


Table 7 Bonded LABouaras Identii ifd, Rfllasfd and Kliiabii iTAiru, 1986 


SN States 

Identified 
and Fieed 

Rehabilitated 

Percentage 

1 Andhra Pradesh 

24788 

18418 

74 3 

2 Bihar 

11002 

9569 

87 0 

3 Gujarat 

62 

57 

91 9 

4 Haryana 

295 

295 

tooo 

S Karnataka 

62689 

4(8)33 

63 9 

6 Kerala 

823 

823 

100 0 

7 Maharashtra 

780 

626 

80 3 

8 Madhya Pradesh 

4761 

3630 

76 2 

9 Orissa 

42421 

30256 

71 3 

to Rajasthan 

6836 

6382 

93 4 

11 Rimil Nadu 

33132 

32517 

98 1 

12 Uttar Pradesh 

18334 

17662 

%3 

Total 

205923 

160268 

77 8 

Source Ihbulated from the 

Commission tor SC $ and STs, Eighth report 


T ABi E 8- Pebcentacf os sc 
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Totai Arla Owned, 1982 



SN States 

Households 

Area Owned 

Index of Access 




to Ownership 

1 Haryana 

23 4 

(18 

003 

2 Puitjab 

39 3 

21 

005 

3 Kerala 

132 

27 

017 

4 Bihar 

14 9 

32 

0 21 

5 Gujarat 

11 7 

32 

0 27 

6 'ftmil Nadu 

24 0 

82 

0 34 

7 Andhra Pradesh 

229 

' 9 

0 34 

8 Maharashtra 

85 

35 

041 

9 Uttar Pradesh 

247 

105 

042 

10 Hunachal Pradesh 

28 0 

|39 

049 

II Karnataka 

17 6 

89 

0 51 

12 Onssa 

18 6 

96 

0 52 

13 Madhya Pradesh 

149 

79 

053 

14 Rajasthan 

201 

12 5 

062 

IS 3WHt Bengal 

29 5 

20 6 

0 70 

All India 

197 

79 

040 


Sourvr. NSS, 37th round, no 330, January-December 1982 
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ward) ended up in convl-ikm. The perfor-- 
mance was especially poor In Karnataka, 
Madhya Pradesh, Orissa, Punjab^ and Hamil 
Nadu (Table 6) 

These cases again do not reflect the ml 
magmtude of atrocities; more so when con¬ 
trasted against the recurrent press reports 
from different parts of the country about the 
crimes on the SCs The reasons mentioned 
earlier for the PCR cases also apply to this 
and to the large number of cases pending 
with the courts and ending up in acquittal. 

As atrocities against the SCs are closdy 
related to untouchability, their perpetration 
has to be partly explain^ by the persistence 
of untouchability and by the increasing 
resentment of the SCs against the soaal indi¬ 
gnities emanating from its practice in dif¬ 
ferent forms These include denial of entry 
into public places of worship, discnmination 
and differential treatment m hotels and lea- 
stalls, refusal of service by washermen and 
barbel s, and restriction on movement in 
certain localities, on wearing sandals, nding 
horses, and leading marriage processions 
through certain caste-Hindu localities 

I he other major factors listed in the 
various reports of the Commisston/er for SCs 
and STs include envy of the cast* -Hindus for 
the various welfare measures a'topted by the 
ttovernincni to ameliorate the socio¬ 
economic conditions of the SC s, the wide 
economic disparities arising out of land¬ 
lessness wage labour, bondage, non¬ 
payment of lair share ol agricultural pro¬ 
duce to the SC share-croppers, forced 
hiivistmg ol crops, lorccd eiiction of the 
S( s Irom then land and house sues, dispute 
ovci non payment ol minimum wages 
picsciibcd bs the state and land disputes, 
espcMallv as a result of land rclorms and the 
icdistrihuiioti ot suiphis lands 

I he rcpoits also reveal that ol late many 
ot the atrcKitics coinmitted have been by 
sonic ot ihe altUicni sections ot the middle 
C.ISIC peasanirv-thc so ..ailed backward 
classes (OBC s)—.who have been Ihe major 
bciicficiaiiesot agrarian ictoims and other 
rural development piogiammcs and of the 
resultant changes in the economic and 
political stiucturc in the villages It is im- 
poiiant to note that, as observed in the 
seventh report (1984-85) of the C ommission 
toi SC s and Sfs the incidence of atrocities 
IS lelativcij lower in states where- Iiicrac7 
rales and cxonomic development ot the SC s 
are rc-laiivc-lv higher 

ABt-TMl’NI Of rXI'lOITAnVL UoNDACiE 

C lovely related to the persistence ol un 
touchabilit) and atrocities is the c-xisiencc ol 
SC s as bonded laboure-rs As ilic second 
report <1979 80) oi the C ommission for SCs 
and Sis noted, “bonded labourers represent 
the c-xtr..mL situation ot abject prostration 
ot landless agricultural labourers in the rural 
economy" Ihe 21st report (1971 73) of the 
commissioner lor SCs and STs described the 
bonded laboui system as follows 

The proRiincni feature ol the system is that 


191! 



■ man pledges hu person or sometimes a 
member of his family against a loan The 
pledger or his nominee u released only on 
its discharge Until then the man himself or 
the member qf the family is required to work 
his creditor against his daily meals Since 
gets no money he has to depend upon 
someone in the family to procure the sum 
required for his release and this of course 
IS rarely available The relationship lasts tor 
months and sometimes years, occasionally 
for an entue life time and not infrequently 
follows the male heir 

The Bonded labour System (Abolition) Act 
of 1976 IS intended to abolish this evil prai 


tice, and identify, free, and rehabilitate its 
victims of whom at least 80 per cent are 
reported to be SC s and STs But its imple 
mentation has not served this purpose so tar 
For one thing, under this act the term 
bonded labour itsell is defined in a limited 
sense Ot this the fifth report (1982 81) of 
the C ommission lor SCs and STs wrote 

The very definition of the term ‘bonded 
labour restricts its meaning so much that its 
connotation excludes many who arc virtually 
compelled bin may not be forced to work as 
bonded I ibourers li is particularly difficult 
10 establish the element ol force applied bv 


the creditors with the residt ttaM matty 
labourers are excluded from the meamitg of 
the term though tbetr condition is by no 
means better than that of others Because of 
the apparent loophole in the law, in states 
like Bihai ystems like “attached labour" 
cannot bt brought under the purview of the 
Bonded Labour System (Abolition) Act, 
1916 Terms tike “attached labour” are 
nothing but a euphemism for bonded labour 

I or another, the implementation ot the act 
has been far from effective even to release 
and rehabilitate those bonded labourers who 
come under its purview Consequently, in 


TABLfc 9 Distribution oi Houstnoi os among SCs vs Non SCs by LANtxnvNtRSHip CATtcaiRiirS, Arfa Ownpd and AvtaACE Size or 

Ownership, 1982 


SN 

States/Popuiation 

Landless 

Marginal 

Small 

Semi Medium 

Medium 

Large 

Average 


Categories 

House 

holds 

House 

holds 

Area 

House 

holds 

Area 

House 

holds 

Area 

House 

holds 

Area 

House 

holds 

Area 

Size in 
Hectares 

1 

Andhra Pradesh 

SCs 

116 

71 9 

14 1 

81 

24 3 

52 

28 9 

10 

12 0 

00 

07 

044 


Non SCs 

114 

SO 7 

91 

IS7 

14 5 

114 

201 

84 

31 3 

23 

24 8 

154 

2 

Bihar 

SCs 

79 

88 8 

602 

20 

17 3 

1 1 

17 3 

02 

52 

00 

00 

015 


Non SCs 

14 

69 7 

2S9 

14 2 

13 0 

90 

309 

33 

23 3 

04 

69 

080 

3 

Gujarat 

SCs 

219 

62 2 

17 9 

37 

12 2 

86 

449 

1 3 

152 

04 

98 

0 50 


Non SCs 

IS 9 

17 S 

61 

14 9 

l(,7 

15 8 

219 

12 8 

403 

30 

208 

200 

4 

Haiyana 

SCs 

101 

88 9 

13 6 

01 

62 

06 

25 1 

03 

15 2 

no 

00 

006 


Non SCs 

49 

39 0 

48 

201 

13 S 

17 2 

21 S 

16 2 

45 0 

2S 

15 2 

2 23 

5 

Himachal Pradesh 
SCs 

66 

812 

449 

S9 

12 0 

1 3 

S9 

SO 

381 

00 

00 

061 


Non SCs 

82 

43 7 

171 

24 6 

24 9 

16 7 

29 3 

6S 

26 2 

03 

2S 

149 

6 

Karnataka 

SCs 

14 S 

606 

12 S 

121 

17 7 

80 

25 6 

28 

210 

17 

23 2 

090 


Non S( s 

13 S 

16 S 

S6 

17 8 

13 2 

18 7 

2S4 

10 7 

32 5 

29 

23 4 

197 

7 

Kerala 

SCs 

16 6 

811 

921 

04 

/ 9 

00 

00 

00 

00 

00 

00 

006 


Non SC s 

12 2 

771 

447 

69 

23 9 

29 

19 S 

08 

10 3 

01 

16 

0 41 

8 

Madhya Pradesh 

SCs 

181 

44 3 

11 3 

19 0 

23 1 

100 

24 7 

8S 

39 3 

01 

16 

108 


Non SCs 

117 

32 6 

46 

1S8 

10 S 

19 7 

2S2 

14 7 

35 3 

3S 

243 

222 

9 

Maharashtra 

SCs 

264 

46 2 

95 

12 4 

22 7 

10 2 

34 4 

4S 

27 8 

04 

56 

081 


Non SCs 

20 8 

12 S 

45 

IS2 

10 5 

15 3 

20 3 

12 S 

36 5 

38 

28 2 

2 08 

10 

Orissa 

SCs 

72 

7S5 

33 3 

11 4 

31 2 

4S 

201 

14 

12 8 

01 

26 

0 52 


Non SCs 

78 

S4S 

18 S 

210 

296 

104 

2S6 

39 

202 

04 

62 

1 12 

II 

Punjab 

SCs 

60 

91 9 

42 8 

09 

16 6 

12 

35 3 

01 

S3 

00 

00 

008 


Non SCs 

67 

401 

48 

161 

10 6 

18 4 

22 6 

16 3 

43 0 

24 

19 0 

2 26 

12 

Rajasthan 

SCs 

12 9 

37 6 

62 

18 S 

136 

17 2 

2S1 

108 

303 

31 

248 

210 


Non SCs 

69 

26 8 

31 

16 3 

64 

208 

16 2 

218 

35 9 

74 

38 3 

3 72 

13 

Ihmil Nadu 

SCs 

14 S 

806 

53 3 

3S 

22 7 

07 

92 

06 

14 8 

00 

00 

019 


Non SCs 

206 

57 1 

20 9 

112 

27 6 

63 

24 8 

26 

215 

02 

51 

068 

14 

Uttar Pradesh 

SCs 

72 

79 8 

45 4 

89 

271 

36 

229 

05 

46 

00 

00 

043 


Non SCs 

41 

57 6 

16 3 

20 2 

24 1 

12 4 

291 

52 

246 

05 

59 

121 

IS 

West Bengal 

SCs 

191 

67 5 

341 

96 

34 5 

29 

19 7 

0 y 

116 

00 

00 

0 38 


Non Sf s 

16 4 

611 

291 

121 

27 3 

67 

29 2 

IS 

12 3 

01 

19 

062 

All India 

SCs 

12 6 

72 4 

26 3 

84 

22 6 

45 

242 

18 

192 

03 

77 

051 


Non SCs 

110 

51 1 

no 

16 2 

16 0 

12 3 

23 3 

76 

307 

17 

190 

146 

Note Ownership categories in hectares Marginal 

1 01 small 

101 

-2 02 

semi medium 

2 03 — 4 04, medium 

405 

— 1012, 


large -b 1013 i Figures in all but the last column in per cent 
Source Ihbulaied from NSS 37th round no 330 January December 1982 
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ttw itifl p^niiu in 
or motlicr id nuny pnrti of the country. 

Data available in the eighth report 
(198S'86) of the Commiuion for SCs and 
reveal that as on March 31, 1986 only 
about 2 lakh bonded labourers were iden¬ 
tified and freed, and of them only about 16 
lakh (78 per cent) were rehabilittted 
(Ihble 7) But, if the estimate of bonded 
labourers in the country at about 22 4 lakh 
as made by a survey conducted in 1978 by 
the Gandhi Peace Foundation in collabora¬ 
tion with the National Labour Institute is 
any indication, by its implementation the act 
has so far only scratched the surface Even 
going by the conservative estimate of 3 4 


lakh as made by the 32iid round of the NSS, 
the implementation of the act has to cover 
a lot more ground What is more, due to in¬ 
adequacies in the rehabilitation scheme and 
lack of follow up action, even the freed 
bonded labourers are either back in or on 
the verge of further bondage Of this, the 
fifth report (1982-83) of the Commission for 
SCs and STs wrote 

Rehabiliution measures in many uses do noi 
appear to be suliu.ient or are adopted 
unimaginatively One of the reasons for 
unimaginative ichabilitation is that, due to 
poverty, illiterasy and economic backward 
ness, freed bonded labourers arc not in a 
position to escrcise option and preference lot 


aparticuiartchemeof lehabHiuKion Inaucb 
a situation the field funciioriaries hasie to 
decide for themselves the role of freed bond¬ 
ed labourers, taking a decision about what 
would be the form of rehabilitation 
As examples the report pointed out that irt 
certain land-based schemes the agricultural 
land allotted was too inadequate for the 
maintenance of a family, and that sometunes 
such land itself was fhliow and unfit for 
cultivation 

E( ONOMIC DtPEMDENCfc 

That many of the soaal disabilities of the 
SCs are because of their continuing ecistenoe 
as the poorest of the poor is stating the 
obvious Available data also pomt towards 
this 

In 1982 the SCs owned only about 8 per 
cent of the total land owned in the rural 
areas in the country as a whole, though their 
households accounted for about 20 per cent 
of the loial rural households The index of 
their access to land ownership (that is, 
percentage of area owned divided by percen¬ 
tage of households) reveals that the land 
owned by them was virtuallv ml in Haryana 
and Punjab, and that the ratio of percen¬ 
tage ot land owned to the percentage of 
households was not even one-fourth m 
kcrala and Bihar, was only between one- 
fourth and one half tn Gujarat, Andhra 
Pradesh, Tamil Nadu, Maharashtra. Uttar 
Pradesh, and Himachal Pradesh, and only 
between one halt and two-thirds in 
karnataka, Madhya Pradesh, Orissa, 
Rajasthan, and West Bengal (Thble 8) 

I his low access to land, the principal 
resource and the mam source of power, 
dominance, oppression and exploitation in 
rural India, has several implications 
I irst, the higher percentage of landless 
households among the SCs compared to the 
rest of the population This is so in virtually 
all the states, in particular in Bihar, Gujamt, 
Haryana Rajasthan, Kerala, and Madhya 
Pradesh 

Sec ond, the smaller area of land owned 
by most of the SC land owning households 
In most states the SC households are con¬ 
spicuous by their absence or negligible 
presence in the large ownership category, and 
hv their concentration in the marginal 
ownership category In Andhra Pradesh, 
Bihar Haryana, Himachal Pradesh, Kerala, 
Orissa, Punjab, Tamil Nadu, and Uttar 
Pradesh between 72 per cent and 92 per cent 
ol the land owning households among the 
SC s were in the marginal ownership category 
as against only between 39 per cent and 58 
per cent of the non-SC households in all but 
Bihar and Kerala 

That the area of land owned by the SC 
households in the marginal category is too 
inadequate for their economic use should be 
only too obvious from the average size of 
thmr holdings in all the ownership categories 
combined At the all India level, it » only 
about one third of that among the non-SCs. 
At the state level it is even less This is 


Tabcf 10 Industrial CcAssii’icATioN or SCs vs CiiNi-KM Piipuiaiion 


SN 

States/Population 
Categories 

C ultivaiors 

1971 1981 

Agricultural 

Labourers 

1971 1981 

HH Industry 
Workers 

1971 1981 

Other Worjrers 

1971 1981 

1 

Andhra Pradesh 
SCs 

14 3 

17 4 

71 4 

68 2 

1 9 

1 4 

121 

12 9 


General 

32 2 

32 6 

17 9 

16 7 

49 

54 

75 1 

25 1 

2 

Bihar 

SCs 

114 

13 6 

77 2 

72 9 

22 

22 

92 

114 


Cjeneral 

411 

43 8 

18 9 

15 4 

25 

10 

151 

17 8 

3 

Gujarai 

SCs 

181 

16 0 

466 

41 2 

52 

5 1 

29 9 

17 5 


(leneral 

41 1 

17 8 

22 5 

22 8 

28 

2 

116 

16 7 

4 

Haryana 

SCs 

16 1 

119 

50 4 

51 1 

52 

16 

281 

11 5 


Citneral 

49 1 

45 0 

16 2 

164 

11 

14 

31 5 

35 1 

5 

Himachal Pradesh 
SCs 

701 

71 7 

94 

49 

58 

4 1 

141 

191 


Cicnertl 

70 7 

69 4 

12 

29 

26 

27 

22 6 

25 0 

6 

kcidia 

SCs 

201 

2 1 

65 9 

581 

16 

14 

104 

16 2 


Cieneral 

178 

112 

10 7 

28 2 

4 1 

41 

47 2 

54 5 

7 

karnaiaka 

SCs 

27 9 

27 4 

47 1 

46 2 

28 

28 

22 2 

216 


Cieneral 

400 

18 5 

26 7 

26 7 

41 

46 

290 

30 3 

8 

Madhya Pradesh 
SCs 

171 

17 0 

43 7 

18 7 

61 

/O 

126 

17 4 


Cieneial 

52 9 

521 

26 6 

24 2 

16 

18 

16 9 

19 9 

9 

Maharashtra 

SCs 

111 

156 

54 7 

468 

8 0 

64 

24 1 

312 


General 

15 6 

14 8 

291 

26 8 

1 1 

11 

121 

35 2 

10 

Grissa 

SCs 

27 4 

28 9 

49 2 

47 4 

54 

49 

180 

18 8 


General 

49 2 

47 0 

28 3 

27 7 

16 

1 5 

189 

219 

11 

Punjab 

SCs 

10 7 

67 

58 0 

600 

47 

12 

266 

301 


General 

42 6 

361 

201 

22 8 

12 

34 

14 2 

17 4 

12 

Rajasthan 

SCs 

512 

521 

213 

171 

61 

56 

19 2 

25 2 


General 

649 

62 2 

93 

74 

34 

17 

221 

26 8 

13 

Tamil Nadu 

SCs 

18 4 

18 2 

63 8 

63 0 

12 

I 1 

16 7 

17 5 


General 

312 

294 

30 5 

31 5 

45 

51 

117 

14 0 

14 

Uttar Pradesh 

SCs 

43 4 

47 7 

42 2 

35 0 

26 

31 

II 8 

14 2 


General 

57 4 

580 

200 

16 3 

17 

44 

190 

21 1 

15 

West Bengal 

SCs 

33 4 

302 

4: 6 

42 7 

21 

10 

219 

24 2 


General 

320 

306 

265 

24 8 

2 ’ 

41 

38 9 

404 

All India 

SCs 

27 9 

282 

SI 7 

48 2 

3 1 

33 

17 1 

20 3 


General 

43 3 

415 

26 3 

25 2 

15 

40 

268 

291 


Note HH -r houKholds Figures in per cent 

Source Ihbulated from Report of the Commission for SCs and Sis, 1982 83 
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cspecMuy soin runjmaiiQ naiyana, louow^ 
ed by Kerald, Bthar, Oujarat, Andhra 
Pradesh, Ihmil Nadu, and Uttar Pradesh 
In fact, even most of the SC households 
coming under the marginal ownership 
category should be treated as landless, 
inasmuch as a large number of the landless 
SC households have been pushed into thu 
category consequent on the distribution of 
the often barren surplus and government 
waste lands This is especially so in Ihmil 
Nadu, where the percentage of landless 
households among the SCs appears smaller 
than that among the non-SCs (Ihble 9) 
Third, the greater incidence of poverty 
among the SCs, and their greater depriva 
tion by and dependence on the caste-Hindus 
As the Planning Commission's Working 
Croup on SCs and SIX (1980-8S) reported, 
the SCs have few assets, “are generally 
unable to avail themselves of the new 
employment opportunities generated 
through various economic development pro 


grammes , ana "ate in tact caugm up m a 
vicious circle in which they are dependent 
upon their exploiters for their sustenance 
and are largely denied opportunities to 
develop the capabilities of attaining an in 
dependent livelihood” 

Fourth, in thie absence of access to land, 
as eithei owners or protected tenants, the 
SC s are forced to eke out a living mostly by 
working on the land of others as agncultural 
labourers on daily wages, by attaching 
themselves to landlords or cultivators, and 
as bondc-d labourers, and partis by pursuing 
their traditional ‘unclean’ and socially ‘low’ 
occupations ol sweeping, scavenging, carry 
ing ‘nighisoil’, leather work, and mat 
weaving 

According to the 1981 Census, cultivators 
accounted for only about 28 per cent, 
whereas agricultural labourers accounted tor 
as much as 48 pei cent of the total working 
population among the SCs 1 he correspon 
ding percentages among the general popula 


tion (mciuamg ftcs) wera az ana zs mpwe- 
lively 1 he composition of the SC wwkfiMoe 
in Andhra Pradesh, Gujarat, Karnataka, 
Maharashtra, Orissa, and Ikmil Nadu was 
more or Uss of this all-India pattern In the 
remaining states, with the exception of 
Himachal Pradesh and to some extent even 
Madhya Pradesh, that is, in Bihar, Haryana, 
kerala, Punjab, Rajasthan, and Uttar 
Pradesh, the proportion of cultivators 
among the SCs was much less and that of 
the agricultural labourers much more than 
the corresponding proportions among the 
general population 

Between 1971 and 1981 there was not any 
drastic change in the composition of the SC 
wot I force in most states The only excep 
lion IS kerala, where the percentage of SC 
cultivators dropped from about 21 in 1971 
to just 2 m 1981, and of agricultural 
labourers from 66 to SO, with many persons 
moving into the category of ‘other workers’ 
In kerala there was considerable fall in the 
percentage of agricultural labourers in the 
general population as well from about 31 to 

20 (Table 10) Ihe fragmentation of agri 
cultural holdings and their uneconomic 
lature especially after the decade long land 
reforms implementation of the seventies 
abolishing landlordism and tenancy, confer 
iiiij ownership rights on cultivating tenants, 
inJ distribuling part ol Ihc surplus land 
ind ihc incicasing scarcity of water lor 
igiu iiltiiial pul poses piohablv caused this 
iiiaioi shill 

£ 1)1 C MIONAI CONDI I ION 

\s the S( s c in take advantage ol the 
iiK 1 iiics ol Ihc third and most important 
c itcjoiv ol salcguaids especially ol cmplov 
ment ind educational rcscrv.itions only with 
educational idviiiccmcnt and educational 
idvaiKcmcnt can come about only with 
socio economic advancement their cduia 
iional condition can be a crucial indicator 
ol then overall status as beneficiaries ol the 
implementation of the various constitutional 
piovisions 

No doubt there has been some progress 
in the growth of literacy among the bCs In 
1961 the literacy percentages among them 
and the general population including them 
were 10 3, and 24, whereas in 1981 thee were 

21 t and 36 2 respectively C ompared to the 
(ciicral population the increase is relatively 
more signilicani in kerala, Himachal 
I’radcsh Maharashtra, Ciujarat and Tamil 
Nadu 

Despite this increase, the SC s are still far 
bihind the general population (even in 
eluding them) in most states This is especial 
Iv so in the case of women While the male 
htci icy among the SCs itself is much lower 
than that among the general population, 
female literacy is much more so In fact, 
female literacy among the S<'s is virtually 
ml or negligible in Bihar, Madhya Pradesh, 
Orissa, Rajasthan, and Uttar Pradesh, only 
aboui one third of their male literacy at the 
all India level, and only less than one-half 


Tabu II 1 niRAfs PraciNTAors or SCs vsCiiNrsAi Popi iaiion 


SN 

States/Population 

Categories 

f96l 

Maje 

1971 

1981 

1961 

I emalt 

1971 

1981 

l%l 

Total 

1971 

1981 

1 

Andhra Pradesh 
SCs 

134 

|59 

24 8 

34 

5 3 

10 3 

85 

10 7 

17 7 


General 

30 2 

312 

39 3 

120 

15 8 

20 4 

21 2 

24 6 

29 9 

2 

Bihar 

5>Cs 

112 

II 9 

18 0 

0 9 

1 0 

2 ^ 

60 

6 5 

to 4 


Ciencral 

29 8 

30 6 

38 1 

69 

87 

13 6 

18 4 

19 9 

26 2 

3 

Gujarat 

SCs 

3t9 

19 9 

53 1 

10 7 

15 0 

25 6 

22 5 

27 7 

39 8 


General 

41 1 

461 

54 4 

19 1 

24 8 

32 3 

30 5 

35 8 

43 ■> 

4 

Himachal Pradesh 
SCs 

14 5 

27 4 

41 9 

2 0 

97 

20 6 

85 

18 8 

31 5 


Cieneral 

27 2 

43 2 

53 2 

62 

20 2 

31 5 

17 1 

32 0 

4-> s 

5 

Karnataka 

SCs 

14 9 

20 7 

29 4 

3 0 


II 6 

9 1 

139 

20 6 


General 

361 

41 6 

48 8 

14 2 

21 0 

2*’ 

25 4 

31 5 

18 5 

•6 

kerala 

SCs 

316 

47 1 

62 3 

174 

314 

49 7 

24 4 

40 2 

56 0 


General 

xvo 

666 

75 3 

38 9 

54 3 

65 ’ 

46 8 

60 4 

70 4 

7 

Madhya Pradesh 
SCs 

14 3 

20 6 

30 6 

1 3 

39 

69 

•’9 

12 5 

19 0 


General 

27 0 

32 7 

39 5 

67 

10 9 

|5 5 

17 1 

22 4 

27 9 

8 

Maharashtra 

SCs 

2V 5 

37 0 

48 9 

5 7 

P9 

21 5 

158 

25 3 

35 6 


Cieneral 

42 0 

510 

58 8 

16 8 

26 4 

34 8 

29 8 

39 2 

47 2 

9 

Orissa 

SCs 

19 8 

260 

35 3 

34 

52 

94 

II 6 

156 

22 4 


General 

347 

38 3 

47 1 

86 

139 

21 1 

21 7 

26 2 

34 ■> 

10 

Rajasthan 

SCs 

II 7 

16 4 

24 4 

0 8 

1 3 

27 

64 

91 

14 0 


General 

23 7 

28 7 

36 3 

58 

8 5 

114 

152 

191 

24 4 

11 

Tamil Nadu 

SCs 

23 6 

32 2 

40 7 

57 

II 3 

18 5 

14 7 

21 8 

29 7 


General 

445 

51 8 

58 3 

18 2 

26 9 

35 0. 

31 4 

39 5 

46 8 

12 

Uttar Pradesh 

SCs 

12 8 

17 1 

24 8 

1 1 

2 5 

3 9 

7 1 

10 2 

15 0 


Cieneral 

27 3 

31 5 

38 8 

7 0 

106 

14 0 

17 6 

2) 7 

27 2 

13 

West Bengal 

SCs 

21 8 

25 8 

34 3 

46 

92 

137 

136 

17 8 

24 4 


General 

401 

42 8 

50 7 

170 

22 4 

30 1 

29 3 

33 2 

40 9 

All India 

SCs 

17 0 

22 4 

31 1 

3 3 

64 

109 

10 3 

14 7 

214 


General 

34 5 

39 5 

469 

13 0 

18 7 

24 8 

24 0 

29 5 

36 2 


Source Tabulated from C ensus ol India vol I pans VA(i) and IK (i) ol 1961 series! pans 
IIA(ii) and VA(ii) i>l 1971 and senes I part IIB(> »>) of 1981 
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in but Keiak, Hiraachil jPndeth, and 
Mahanshtim, At the atl-lndia level female 
literacy among the SCs u only about three- 
fourths of the female literacy among the 
general population At the state level, it is 
even less Only in Gujarat, Kerala, Himachal 
Pradesh, and Maharashtra it is above this 
all-India rate (Thble II) 

What IS more, literaiy, understood in the 
census’ sense of mere ability to read and 
write, IS at best only the base of the educa 
tional pyramid, and an> growth in it assumes 
meaning and significance only if it is sus 
tamed at the higher levels But, this has not 
happened among the S( s 
1 he available data might give the impres 


Sion that in the primary stage the SCs have 
almost caught up with the general popula¬ 
tion But, this may not be true even with a 
steady increase m enrolment over the years 
t^or, enrolment is just the first step m the 
educational piucess The repon on the pro 
gramme ol ^letion on naiional educational 
policy, l<fgfijrightly pointed out that “enrol 
ment by itself is ol little importance if 
children do not coniinue education beyond 
even a year many of them not seeing the 
school lor moa than a few days” The report 
noted that nearly 6() per cent ol the children 
drop out between classes I-V and 75 per 
cent between classes l-VIII and that nearly 
22 per cent of ihc enrolled at the primary 


stage am outside 6-11 age poupk mostly owr- 
aged For obi^s reasons the correspondmf 
percentages among the SCs must be still 
higher 

This IS partly evident from the lower 
enrolment ratios of the SCs at the middle 
stage Here again there is considerable inter¬ 
regional variation If the available data are 
any indication,'" the position is far from 
satisfactory at least m Andhra Pradesh, 
Bihar, Haryana, Uttar Pradesh, and West 
Bengal (Table 12) 

As the SC s move up further in the educa¬ 
tional ladder, their enrolment ratio also 
shrinks or their drop out rate increases cor¬ 
respondingly As the first report (197g-79) 
of the Commission for SC s and Slk noted, 
for d population of about IS per cent, at the 
all India level the percentage of SC students 
in professional and other educational 
courses was only 4 3m 1964-65, and only 
5 7 III 1974 7S At the state level, it was only 
m Maharashtra that their enrolment as 
percentage of the total enrolment in high 
school, undergraduate (UG) and post 
graduate (PG) equalled or exceeded their 
population percentage m 1976-78 in virtual¬ 
ly all other states it was below their popula¬ 
tion pcKintagc at all the three stages In the 
high school Itself the position w is very bad 
m all but Gujarat, Kerala, and Ihmil Nadu, 
while in the UCj and PG it deteriorated even 
m ihest slates The position was especially 
bad m Andhra Pradesh, Bihar, Karnataka, 
Oiissa, Puniab, Rajasthan, Tamil Nadu, 
Uttar Pradesh, and West Bengal in the case 
of both UG and PG courses (Table 13) 
While there might have been some change 
in these percentages m the subsequent years 
as well. It would not have been so dramatic 
as to equalise the educational status of the 
SC s with the general population The access 
of the SCs to higher education is further 
reduced by the fact that the instructions 
issued by the government of India for reser 
vation of seats arc not followed by a number 
of states 

RrPRI-StNlAtlON IN PUBltC SLRVICES 

If the SCs are thus still tar behind the 
general population m their educational at¬ 
tainments, It IS only to be inferred that they 
arc more so m their representation in public 
services 

I hough the representation of the SCs in 
the central services has increased over the 
years in ail the four classes of jobs, it is only 
m class 4 that it has been adequate In classes 
I to 3, especially in classes 1 and 2, it has 
been far below their population percentage 
(Table 14) 

C ompanson of the data on the represen¬ 
tation of the SCs m the services of the states 
tor the earliest and latest available years 
reveal > similar shortfalls, despite an increas¬ 
ing trend over the years 

It IS only m Maharashtra that the repre¬ 
sentation of the SCs has been adequate in 
all but class I, and it is only in Gujarat, and 
Rajasthan that it has been so at least in 


Tabu 12 Inroimini Rmiosoi Shimnis amoni SCs\s(iimkai Popuaiion 


SN Siaiis/Puptilaiion 

t lasses 1 V 

1972 

1984 85 

( lasses VI VIII 
l9-’2 71 1984 85 

1 Andhia Pradesh 

SCs 

<>■’2 

146 2 

ir 

16 6 

Cieniral 

■’2 8 

104 7 

■>4 1 

44 1 

2 Bihar 

S( s 

ny 

70., 

U\( 

25 5 

(icntril 

y4 2 

86 8 

0 1 

14 4 

t (iiiianl 

Sts 

J2(I 

149 s 

4s 9 

69 6 

(•cnei il 

SS 6 

IIS 6 

14 0 

52’ 

4 llarvaiid 

Sts 

46 1 

91 y 


181 

(iiiK lal 

08 / 

92 1 

4 ^ 

595 

y lliniachdl Piidish 

Sts 

■’h 0 

125 0 

26 

71 1 

ticncral 

9(11 

126 8 

54 ’ 

94 2 

6 Kerala 

Sts 

NA 

121 2 

\\ 

104 6 

(icncral 

1188 

99 6 

7"’ 2 

89 8 

7 Karnalak i 

S( s 

610 

18 4 

190 

123 7 

(it ncial 

89 0 

89 4 

Il 

541 

8 Madhya Ihadesli 

SCs 

6S y 

87 2 

116 

32 4 

Geneial 

18 2 

821 

216 

36 2 

9 Maharashtra 

SCs 

NA 

264 8 

NA 

1249 

General 

97 9 

131 2 

41 5 

681 

10 Orissa 

SCs 

4'’ 1 

866 

16 8 

31 1 

General 

65 6 

89 2 

22 6 

15 7 

11 Punjab 

SCs 

59 6 

122 6 

21 9 

519 

General 

86 9 

105 6 

49 ' 

648 

12 Rajasthan 

SCs 

NA 

48 6 

NA 

50 2 

General 

50 7 

78 3 

247 

15 2 

13 Dimil Nadu 

SCs 

93 4 

143 7 

454 

67 4 

General 

1099 

1169 

49 7 

72 5 

14 Uttar Pradesh 

SCs 

NA 

688 

NA 

28 6 

General 

97 7 

82 9 

14 7 

457 

IS West Bengal 

SCs 

52 5 

79 7 

l’8 

22 7 

General 

81 1 

98 5 

119 

51 5 

All India 

SCs 

641 

945 

210 

47 0 

General 

83J 

941 

15 6 

506 


Note NA »- not available Enrolment ratios id the population in corresponding age groups 
Source Educational Statistics at a Olance, 1973, and l984-d5. Government of India, Educa 
tion Department, New Delhi, 1974, and 1986 
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ctuttt III and IV. In all other states their i, 
representation has been well below their 
population percentage: Their representation 
in classes 1 and 2 has been especially poor 
in Haryana, Himachal Pradesh, Madhya 
Pradesh, Orissa, Punjab, Tamil Nadu, Uttar 
fradesh, and West Bengal (Table IS) 

1 IMlTATtONS 

As the data thus portray a dismal picture 
of the nation’s efforts in honouring 
Ambedkar’s legacy, there is urgent need foi 
stieamiimng the implementation of the 
various provisions for doing this, some of 
Its present limitations have to be borne in 
mind These limitations stem from at least 
nine sources 

(I) The continuing absence of social cons 
cience, a condition so necessary foi the im 
plementation of the programmes aimed at 
eliminattng the disabilities of the SCs in this 
context It IS pertinent to recall Ambedkar’s 
observation that “nghts aie protected not by 
law but by the social and moral conscience 
of society”, that “(Of social conscience is 
such that It IS prepared to recognise the rights 
which law chooses to enact, rights will be 
safe and secure”, and that if the “rights are 
opposed by the communily, no law, no 
parliament, no judiciary can guarantee them 


in the real sense of the b ii in this 
sense that the repeated pieM by the Commts- 
sion/er for SCs and SR for creating 
awareness among the masses and for involv¬ 
ing them in the implementation oi the 
various constitutional provisons have to be 
understood 

(2) lack of an appropriate machinery for 
effectively enforcing the various measures 
The official status accorded, and the 
facilities and personnel made available, to 
the Commissioner for SCs and SR appointed 
under Article 338 have not been commen 
suraie with the nature of his responsibility 
and the enormous magnitude of the pro 
blems concerning the SCs and Sis (Ton 
sequcntly, he has not been able to function 
as a ‘watch-dog’ agenc'v as envisaged in the 
constitution 

It IS as though realising this, and under 
mounting pressures, that the government of 
India set up the high-level commission for 
SC s and STs in 1978 But, as a parallel agen 
cy so fai It has tended to duplicate the work 
of the Commissioner for SCs and SR, who 
incidentally is also its ex-officio secretary 
That apart, this commission itself has 
observed that it is greatly handicapped in 
performing its functions effectively as it does 
not enjoy any constitutional status, that its 


rr^ luu been purdy lectrnmwndMary; wh^ 
has made it at tim« t helpless spectator of 
non-performahee and non-compliancd 
Though economic development of the 
SC s IS well recognised as a precondition for 
oveaoming their social disabilities, neither 
of these agencies is gisen a clear mandate 
in this regard, and matters pertaining to 
policv issues involving the SCs are hardly 
ever referred to them 
Though both these agencies are expected 
to monitor the implementation of the 
various safeguards, even the mere monitor¬ 
ing has been wetlnigh impossible for them, 
and their reports deplore time and again 
their inability to gel the requiret^ informa- 
iiori from the administrations in the states 
and union territories even after repeated 
remindeis The effect of their inability on 
the SCs IS confounded by the long delay in 
preparing and placing their reports before 
parliament leave alone any serious debates 
on the contents of these reports Very often 
the icports themselves arc very shoddy 
devoid of svsicmatii presentation ol any 
complete, reliable and uniform data so 
necessary for an overall assessment ol the 
performance ol the concerned programmes 

(3) The udhm formulation of development 
schemes lor SC s and Sis without anv long 
term perspective and an operationally in 
tcgiatcd strategy, as observed by. among 
others, the Planning Commission’s Working 
Group on SCs and STs (1980-85) and the 
C ommission/er (or SCs and SR Though the 
special component plan introduced since the 
Sixth Plan is espected to fill this 'acunac 
so far It has not made much headway 

(4) The meagre and woefully inadequate 
budget allocations in the successive five year 
plans lor the programmes covering the SCs 
As lilt first lepori (1978 79) ol the Commis 
Sion fur SC s and Sis noted during the first 
30 seals ol planning the SC s and Sis were 
all along left out on ilie fringe, and the paltrs 
pros isiuns made under the sector of 'welfare 
of backward classes' hardly accounted (oi 
1 to 2 per cent of the total plan outlays The 
situation might not have changed dramati 
tally in the last one decade In this context 
the failure of the overall developmental cl 
forts problems and politics oi scarcity, and 
like Buridan’s ass” the state’s dilemma ol 
choeising between its alternatives, all call for 
st>me serious rethinking 

(^) The misconception of the constitutional 
provision lor taking into account the 
employment claims of the SCs (and the Sis) 
‘consistently with the maintenance of effi¬ 
ciency of administration’ (Article 335) For 
picveming the abuse of this ef ftaency clause, 
the Planning Commission’s Working Gioup 
mentionexl earlier recommended the deletion 
of ihe clause itself That is, however, only 
a desperate remedy Consistency with effi¬ 
ciency has to be construed as equipping the 
disabled well before and even after their 
entry into services, to work with others on 
equal footing through a package of prac¬ 
tices The absence of such a package or its 
weak and inadequate presence, and the 


Tabi 113 PiR crsriAtir Fnhoi mfnt or SCs to 1 otai Fniioi mint, 1976 78 


SN State Population 

HS 

UG 

PCi 

Per Cent 




1 Andhra Pradesh 

149 

78 

71 

n 

2 Bihar 

14 5 

59 

36 

1 5 

3 Gujarat 

72 

63 

60 

24 

4 Haryana 

191 

102 

46 

46 

5 Himachal Pradesh 

24 6 

138 

41 

NA 

6 Kamauika 

ISI 

49 

59 

4 3 

7 Kerala 

too 

85 

38 

64 

8 Madhya Pradesh 

141 

67 

60 

5 5 

9 Maharashtra 

71 

90 

94 

II 4 

iO Onssa 

14 7 

89 

35 

3 5 

11 Punjab 

269 

179 

87 

58 

12 Rajasthan 

17 0 

75 

48 

5 2 

13 Rmil Nadu 

18 4 

15 0 

74 

65 

14 Uttar Pradesh 

212 

10 5 

10 8 

109 

IS West Bengal 

22 0 

79 

110 

62 

All India 

15 8 

93 

75 

75 

Note- Population per cent 

as per 1981 

census HS - 

High/higher secondary UCi 

Undergraduate, PC 

Postgraduate HS figures for 1976 77, UG and PG figures lor 

1977 78 





Source Report of the Commissioner for SC s and STs, 1979 81, part 2 


TABitl4 PractNiAot RrparsENTATioN oi SCsiNCrNiRM Siavicis 

Date Class 1 

Class 2 

Class 3 

Class 4 

Population 





Per Cent 

i-1-1960 1 2 

25 

72 

17 2 

14 7 

I-I-I965 16 

28 

89 

PS 


1-1-1970 2 3 

38 

99 

IK 1 

14 8 

I-I-I97S 3 4 

50 

10 7 

18 6 


i-1-1984 6 9 

104 

14 0 

202 

15 8 


Note Corresponding population pei cent as per the censuses ol 1961 1971 and IMl respectively 
Source Government ol India Report of iht Planning C ommission s Working Group on SC s 
and STs, 1980 85 Reports of the ( ommissioner lor SC s and STs, 1970 71 to 1979 81, 
and of Ihe < ommission lor SC s and STs 1978 19 to 1985 86 
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a dal attempt to mtive only at a crude 
iitical equality devoid of the much 
needed sociocultural vitality which aione 
can evmtiudly, if at all. equalise the sodal 
life of the SCs with that of the mainstream 
groups,'* have reduced the special 
safeguards to tokenism and mere conces¬ 
sions. In the long run the nemesis of such 
concessions, as Ihwney rightly stated in 
another context, is death by dilution, if not 
for the administration which in any case is 
too big to be swayed or swatted by the small 
number of SCs, at least for the SCs 
themselves by indirectly arresting their 
growth potemial for want of motivation and 
morale. 

(6) The ‘higher-echelon’ nature of the 
benefits and the lack of access of the SCs, 
cspedally those at the lower levels, to the ad¬ 
ministration. to the political system, and to 
the judidary. 

(7) The absence of any m^hanism for 
gradually excluding individuals or groups 
from claiming the benefits of the constitu¬ 
tional provisions for special dispensation 


once they have attained measurable self- 
reliance in terms of inter-genetationai socio¬ 
economic, educational, and occupational at¬ 
tainments or mobility. Such exclusion will 
prevent the present concentration, and result 
in the diffusion, of benefits, and gradually 
even phase out these provisions. 

(8) The absence of any mechanisn, for pro¬ 
viding special attention to the most needy 
by disaggregating the individual 
beneficiaries into groups most deserving, 
least deserving, and so on. 

(9) The failure of the provisions, especially 
those for employment and educational reser¬ 
vations, to penetrate private institutions. 

Notes 

(Pan of the material used here is drawn from 
an earlier write-up, Radhakrishnan 1990 The 
author is grateful to C T Kurien and S 
Neelakanian lor their comments on the draft 
of this papei.j 

I It was in the same sense that M C Kajah. 
leader of the DCs in Madras presidency, 


TaBIE 15: PERCENTAtit REPRESFNTATKIN 01 SCs IS SlATl Servkis 


SN 

States/Year of 
Representation 

Population 
Per Cent 

Class 1 


Class II 

Class III 

Clas.s IV 

1 

Gujarat 








1971 

6.8 

16 


23 

4.8 

18.3 


1981 

7.2 

5.3 


4 5 

10.6 

24.2 

2 

Haryana 








1970 

18.9 

1.6 


*9 

5.6 

174 


1985 

19.1 

3.0 


5 2 

8.1 

42 5 

3 

Himachal Pradesh 








1967 

22.2 

1.4 


76 

8.5 

15.3 


1983 

24.6 

54 



12.0 

20.5 

4 

Karnataka 








1971 

1.1 1 

.3 5 


3 6 

6.9 

17.1 


1985 

15.1 

126 


88 

10.3 

21.0 

5 

Kerala 








1974 

8.3 

2.0 


•» 7 

^.o - 

2.5 


1984 

1010 

< 

68 

> 

< 86 

> 

6 

Madhya Pradesh 








1972 

13 1 

1 7 


2 1 

5 2 

47 


1986 

14.1 

2 1 



92 

11.8 

7 

Maharashtra 








f971 

6.0 

2.1 


2 2 

10 x 

23.6 


1983 

7 1 

5 3 


8 ' 

12.8 

20.7 

8 

Orissa 








1971 

15 1 

10 


/I 6 

*9 ^ 

17.8 


1977 

14.7 

0 7 


1 0 

79 

17.1 

9 

Punjab 








1971 

24.7 

5..3 


19 

11.9 

35.0 


1984 

26.9 

6.7 


0 0 

17.5 

53 4 

10 

Rajasthan 








1971 

15.8 

4 1 


5 1 

14.0 

24.6 


1983 

17.0 

13 .3 


II 9 

17.1 

26.6 

11 

Thmil Nadu 








1971 

17.8 

4.0 


10 8 

< 12.2 

> 


1985 

18 4 

6.0 


1.3 5 

11.9 

15.7 

12 

Uttar Pradesh 








1970 

21.0 

C 

2.0 

> 

6.0 

68 


1985 

21.2 

68 


7.5 

13.6 

17 8 

13 

West Bengal 








l%9 

19.9 

22 


.3 2 

.3.2 

13 7 


1981 

22.0 

4.1 


5.5 

9.9 

20.0 


Note: Corresponding population per cent as per 1971 and 1981 censuses respectively. 
Sourer. Ikbulaied from Reports of the Commissioner for St. s and Sis. 1971-72 to 1979-81; and 
of the Commission for SCs and STi, 1978-79 to 1985-86 
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used the term DCs. He had cautioned dutt 
DCs should not be confused whh baeksnid 
classes, inasmuch as the latter are those ^ 
communiiies which are only educational^ 
backward but are really high up in the / 
social, Konomic and religious scates^ 
whereas communities that are called ‘Uifr ' 
touchable Classes' and are educatiomdijC. 
economically, and socially backward come 
under ihe DCs (Rajah 1925; 4-5). 

2 In fact, in some of the recent writings the 
term Dalits is used in this restricted lensd 
See for instance, Shah, 1990: 107. Tte^iiAg. 
the untouchables alone as Dalits, WRson' 
wrote: “The term Daiii is derived from the, 
Sanskrit root Dal which means *10 break' 
or ‘to rend asunder’ or 'to oppress'. Dtiit, 
therefore, means those who are broken or 
oppressed. But in this particular sense there 
are ever so many other communiiies in India 
who also can rightly be described as DaUls.' 
Oppression as an economK category applies 
to several communities. Bui oppression as 
an Konomic as well as a social leaUty applia 
only to one particular section whose stw- 
ding as human beings continues lo be the' 
fundamental issue even in this post- 
independent secular and democratic Indian 
society They arc Ihe so-called Panchamas, 
the untouchables, scheduled castes etc, 
lintouchabiliiy, poverty, ui>i>re$sion and 
dehumanisation are the cultural heritage of 
these Dalits. They can be described as the 
oppressed of the oppiessed and the lowest 
of the low" (Wilson, 1982: vi(. 

.t Of these provisions only Ihe legislative reser¬ 
vations have any constitutional time limit. 
But even these reservations, though orvinal- 
ly to expire alter 10 years (Article J34), has« 
come to slay as a stable feature of India's 
state policy through succes.sive conslitu- 
lional amendments including the latest 
(62nd) amendment extending the lime limit 
lor yet another 10 years from 1990. 

4 Of these, the fcgislaiivc reservations are 
often seen with cynicism by the SCs 
themselves due lo the lack of commitroem 
ol the beneficiaries and their vulnerabiiily 
to political manipulations. Because of this, 
and their limned spread effects for the SCs 
as a whole, these reservations are not 
discussed here anymore. For discussion of 
the legislative representation of SCs. see 
Dushkin 1972, Galanter 1984; Shah 1990,' 

5 For more details on this act and its iinnta- 
tions, see report of the Commissioner for. 
SCs and STs, 1971-73,1977-78; and of the 
Commission for SCs and STS, 1978-79. 

6 For the scope of this act, see report of the 
Commissioner for SCs and STs, 1977-78; 
and of the Commission for SCs and Sik, 
1978-79. 

7 For analytical purposes only those states in 
which the SC population is I per cent or 
more ol the total SC population in the 
country and for which at least some com¬ 
parable data are available are taken into 
account throughout this paper. 

8 For the main findings of this survey, see 
report of the Commission for SCs and SIk, 
1978-79. 

9 As per the directives of the government of 
India, the term atrocity implies any offknoe 
under the Indian Penal Code, committed 
against the SCs by any non-SC person. Tor 



purposes of collecuon of uatistici, the 
Commission/er for SCs and Sis have 
classined atrociiics under live heads 
namely murder grievous huii rapt arson 
and other IP( oflencis 

)0 The data on enrolment ratios arc too weak 
and inadequate tor an overall assessment 
of the educational attainments of the SCs 
What IS more the available data also seem 
detective Thai prohahls evpiainsthe wide 
variations in the enrotmeni letios tor S( s 
at the middle stage lioni 14 3 per cent m 
1982 83 (as given m the sixth report ot the 
Commission lor SC s and Sis) to 47 per cent 
in 1984 83 (as given in lable 12 of this 
paper) 

11 1 his obseivition was in /Vnibedkai s address 

Raiiade (>andhi and Jmnah delivered 
under the auspices ot the Deccan Sabha ot 
Poona on January 18 1943 on the occasion 
of the lOtsi birthday celebration ot 
MahadeoGoviiid Raiiade See government 
ot Mahaiashtra 1982 I 222 Ambedkat 
had made similar obseivaiions suhscqueiitlv 
as well 

12 lor ail assessment of ttie tiinctieining ot this 
agency see James and Redds 1979 toi an 
assessment ot the ddmintsiralion of the 
vatioiis piogtamities foi SC s and also of 
this agency see Citlantei 1984 

13 ‘ In the sophism doubitiills alliibuled to the 
trench I4lh eciiturv sehoolmm lean 
Huridan an ass dviny ol statvaiion through 
inability toehcKise between two equidistant 
and equally desirable souiecs ol food 

C hanibers 20iti Ceniurv Dietionary sixth 
reprint 1981 

14 (he lesulling limited inipael ot the 
sateguiids IS discussed bv ( hums m the 
eontexl ol education as a mechanism loi 
attaining equality ameiiig the S( s See 
C hitiiis 1972 
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Rise of Kulak Power and Caste Struggle in 

North India 

Pradhan H Prasad 

While the rise of the political poyver of kulaks is associated with the development of capitalism in agriculture, 
then is no one-to-one correspondence between the twa It is only when, after the development of capitalism in 
agriculture, the kulaks' class interests come into clash with the class interests of the ruling class that the seed 
of political struggle between the two is sown. In India this process gets complicated because of traditional feudal 
Identities nlated to caste and nligion. An overview of the rise of kulak power and caste struggle in diffennt parts 


of north India. 

IT- is a well known fact that colonial 
exploitation of India involved the growing 
commercialisation of agriculture and 
emergence of British planters in some 
pockets of the country. But, by and large, 
the “colonial revenue-cum-rent exploitation 
promoted not the proletarianisation of 
peasants so much as their pauperisation, 
since a substantial share of economic surplus 
was transferred abroad to finance metro¬ 
politan industrialisation; and . the forms 
of capital which found the colonial 
economic environment particularly con¬ 
genial were landlord, trader and usurer 
capital. Consequently these forms mediated 
a process of 'forced' commercialisation of 
agriculture ('forced' because peasants had 
to sell to pay rcnt-cum-revenue), marked by 
a relative absence of transformation of the 
productive base and structural deformation 
of the economy”.' 

Though there was some weakening of 
feudal features in some pockets of India due 
to reforms related to tenancy and usury, anti- 
brahmin and other movements in the south 
and the Ibbhaga movement in Bengal in the 
colonial period, capitalist production in 
agriculture in the real sense of the term is 
a post-independence phenomenon. "The in¬ 
flation of the 1940s due to the second world 
war considerably reduced the burden of land 
revenue, thus providing surplus to the land 
owners. Independence in 1947 also reduced 
the drain of surplus from agriculture. The 
middle peasantry began to use its newly ac¬ 
quired surplus for rapid expansion of its 
agricultural activities, it had begun to 
redeem its lands (which were under mor¬ 
tgage) as early as late 1940s. In the areas of 
Permanent Settlement, the zamindars issued 
back-dated rent receipts for monetary con¬ 
siderations mostly to middle caste agri¬ 
culturists consequent upon abolition of 
zamindari. These middle caste peasants, 
thus, were elevated from sub-tenant to tenant 
status. The petty bourgeois reformist 
pressure and the contradiction between the 
top peasantry and the middle pea.santry aris¬ 
ing on account of hunger for land led to 
various land reform legislalion.s, particularly 
those related to ceiling on landholdings. 
Though these enactments remained mostly 
on paper, the cautious among the landlords 
sold some of their surplus land. These 
purchasers invariably were from the middle 


peasantry. The middle peasantry not only 
acquired additional land during the past 
three decades but also strove hard to gam 
maximum out of its land. It achieved higher 
intensity of cropping, it took to new 
technology very enthusiastically. It combin¬ 
ed these with modern practices of dairy 
farming. With its increased economic power 
and advantage ot numbers, tt began to ac¬ 
quire political power which had nil then been 
traditionally exercised by the lop peasantry. 
This contradiction was sharper in the north 
than in the south because in the north it also 
meant a contradiction between the tradi¬ 
tionally dominaiii upper caste Hindus and 
the middle caste Hindus. Particularly in 
Uttar Pradesh, Bihar and to some extent in 
Madhya Pradesh, this contradiction led to 
struggles for political power which came into 
prominence in the late 19601’- 

Lven then capitalist growth in agriculture 
was neither widespread nor evenly distii- 
buled throughout the country, partly 
because of the colonial legacy and partly 
because of policies lelated to development 
in the post-independence era ' Some usury 
and tenancy reforms in the colonial era and 
land reforms limited mainly'to the abolition 
of ‘intermediaries' after independence con¬ 
tributed to the emergence of capitalist far¬ 
ming but the mam impetus to limned and 
uneven regional growth of capitalism in 
agriculture came from public investment in 
irrigation and power and public support to 
HYV seed fertiliser technology in selected 
pockets altei the mid-sixties. Therefore, the 
growth of capitalism in agriculture, though 
uneven, both in time and space, was more 
rapid after the niid-60s.'' 

Though the use ol the political power ol 
kulaks (small capitalist farmers) is associated 
with the development of capitalism in 
agriculture, there is no one-to-one cor¬ 
respondence between the two. It is only when 
after the development of capitalism in 
agriculture, the kulaks' class interests come 
into clash with the class interests of the 
ruling class that the seed is sown for the 
political struggle between the twa This 
usually heralds mobili.saiion among the 
kulaks and the phenomena known as the 
‘rise of kulak power’. In India this process 
gets complicated because ol traditional 
feudal identities related to caste and religion. 
Fver since the Biitish days or even earlier, 


the land resources remain concentrated in 
the hands of upp^er caste Hindus, the tradi¬ 
tional feudal lords. Though the anti-brahmin 
movement in the south during British rule 
undermined the upper caste Hindus’ socio¬ 
political hegemony there, in the north it was 
onlv alter independence that landlordism 
and the upper caste Hindus’ socio-economk 
leadership was undermined by the emerging 
capitalist farmers (i e, the kulaks), mainly 
middle casie Hindus. 

In the south, the kulak iurmation was 
associated with the growth of the regional 
industrial bourgeoisie and tlicsi two classes 
logcthei combined gradually to forge an 
alliance to lurther their interest and came 
in conflict with the Indian ruling class, the 
monopoly industrial bourgeoisie-feudal- 
neoimperialist combine. Somewhat similai 
IS the situation in Maharashtra and Gujarat, 
Punjab, which witnessed the earliest kulak 
formation in the fifties, saw the formation 
ot the Akali political party Subsequently, 
supported by the emerging regional m- 
dustiial bourgeoisie and enmeshed in the 
feudal tradition having communal ovei tones, 
the Akali Dal emerged strong and is now 
posing the biggest ever political threat to the 
ruling class there. 

In other areas of the north, there is hardly 
any growth of the regional industrial 
bourgeoisie. On iheothei hand, the growth 
of capitalism in agriculture m this part of 
the country shows a high degree of regional 
unevenness. The growth of capitalist farmers 
(I e, the kulaks) took a deci.sive leap forward 
mainly after the mid-1960s, to be more 
precise, after the advent of the new 
technology in agriculture, that is, the HYV 
seed-lertiliser-water technology. In the 
political arena this finds expression in the 
kulaks dominating the current state-level rul¬ 
ing parties in Haryana, Uttar Pradesh and 
Bihar. However, more direct evidence of the 
growth of capitalism in agriculture can be 
seen also in economic terms. 

The theoretical basis for examining em¬ 
pirically the extent of capitalist farming in 
agriculture in an economy where production 
IS also for the market and wage labour is also 
in evidence, can be illustrated with the help 
of diagram A. This diagram shows the rela¬ 
tionship between the value of output and 
labour input when it is assumed that the 
land area and capital are fixed and constant. 
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Here the value of output iv defined by eurvc 
BPQ and wage co&i by OSW A larmer using 
wage labour,will use OM ot labour input 
(which maxifdWs his prolit i e, his tamils 
income) ami the corresponding value ol out 
l^ut will be PM In this case, the tamily 
income (PS) will be equal to the value ul 
output (PM) minus the wage cost (SM), that 
is, ft - PM SM Whereas a farmei using 
only family labour will maximise his lamily 
income by employing ON family labour and 
the corresponding value of output will be 
ON such that QN > PM It is needless to em 
phasise that in the latter case (populatlv 
known as subsistence farming) while the 
value of output per unit of land (i e, yield) 
will be higher, the value of output per worker 
will be lower than in the former case (termed 
as capitalist farming) 1 his dualism has been 
the characteristic feature of Indian 
agriculture for long' 

However, if more capital is used in farm 
tng, land area remaining the same, the out 
put curve (BPQ) shifts upwards in each of 
the two cases (whether farming is of the 
capitalist type or the subsistence type) 
increasing both land and labour productivi 
ty But in absence ot accumulation, if sub 
sistence type farming transforms itself to the 
capitalist type, increase in labour productivi 
ty and decline in yield will be the outcome 
On the other hand, if farming changes from 
wage labour to family labour, the movement 
will be from P to Q, implying positive in 
crease in yield but decline in labour produc 
tivity Ihis movement, given the dual 
charactei ol our agrarian scenario and 
strong survival ol the feudalised structure, 
implies absence ol capitalist development 
even if some accumulation may be taking 
place Fheretorc il both yield as well as 
labour productivity arc increasing, it implies 
that accumulation is taking place—a 
diaractenstic feature of capitalist agriculture. 

Ulstnctwisc data** CBible I), based on the 
above theoretical formulation, provide direct 
empirical answer to the extent of growth of 
capitalist agriculture in different states in 
India It appears from Ikble I that the states 
which show capitalist transformation in 
agricultural sector at a fairly high level are 
Haryana and Punjab, at a moderate level 
Uttar Pradesh, Andhra Pradesh, Gujarat, 
Karnataka and Maharashtra and at a still 
lower level West Bengal 
There is enough historical evidence to sup¬ 
port the (hesis that in the arena of political 
struggle for power, agricultural capital 
(which characteristically is a petty bourgeois 
or at places a middle bourgeois formation) 
IS no match for industiial capital, despite its 
numerical superiority That is why in 
Maharashtra and Gujarat, the kulak class 
plays second fiddle to the monopoly in 
dustrial bourgeoisie in Andhra Pradesh and 
Karnataka, where the emerging regional in 
dustnal bourgeoisie is locked in political 
struggle with the monopoly industrial 
bruigeoisic, the kulak class enjoys somewhat 
better leverage than their counterparts in 
Maharashtra and Gujarat in West Bengal, 


this Class plays secopd Addle to the poor 
peasant and working ciaSs movement In 
these tivc stales, iherctore, kulaks have not 
made a bid tor capturing political power 
even at the slate level on its own The kulaks’ 
movement remains, by and large, confined 
to economic demands, like enhanced subsidy 
and credit foi inputs and better terms of 
trade for agricultural products^ Though 
the tciidal ethos and identities (such as caste, 
communal, ethnu^ etc) are part of the Indian 
social milieu so long as any movement does 
not get associated with the political struggle 
lot power the caste and communal over 
tones remain on a rather low key 

Punjab s situation is illustrative in this 
context Hindu Sikh unity was proverbial 
iheic and mere was not much communal 
tension between them But with the 
emergence of a struggle for political power 
between the kulaks (dominated by Sikhs) 
and the ruling class (dominated by upper 
caste Hindus),* the scenario changed and 
the struggle acquired a decisive communal 
oveitone In all the districts of Punjab the 
growth rate of yield has been more than 4 5 
pet cent per year, the highest among the 
states But in industry, in spite of plentiful 
energy availability ot coal, cement and steel 
on concessional terms (because of the steel 
and cement price equalisaiion policy and the 
telescopic railway freight rate for coal) and 
sireable surplus from agricultural and allied 
activities, industrial growth was much lower 
than the commensurate possibilities The 
growth retarding policies pursued by the 
Indian ruling class* which have been 
responsible for this have united the kulaks 
and the emerging regional industrial 
bourgeoisie in their struggle for power The 


commuivil overtone of the political ttriq- 
gie has now gone beyond the narrow limits 
of ‘demand for more regional autonomy* 
This already dangerous political develop 
ment has bMOme even more so, thanks to 
the fact that Punjab shares an international 
boundary with Pakistan and the latter, sup 
ported world imperialism, has been ad¬ 
ding fuel to fire 

In Haryana and Uttar Pradesh, the kulaks 
have made a determined bid for political 
powei They have partly succeeded and, till 
recently, were in political control of the two 
states In Bihar, because of the influence of 
neighbouring Uttar Pradesh (where the jats 
ol (he upper caste Hindus set and middle 
caste Hindus aie the mam constituents of 
the kulak formauon), the class caste con 
tinuum helps the middle castes to wield 
p«}|itical power at the state level even when 
capitalist transformation ol agriculture is on 
a low key That is whv in Bihar it is the 
feudalised upper stratum of the middle 
castes rather than the kulaks who dominate 
the scene as is evident from Table 2 A 
critical examination of Table 2 would reveal 
that the big land owning gioup is dominated 
by the upper castes In other words, the large 
bulk ot the upper castes are big land owners 
Similarly, the large bulk of landlords and 
rich peasants arc also upper caste Hindus 
The other side ol the com is that the main 
constituents of the upper castes are landlords 
and rich peasants On the other hand, the 
mam constituent of the upper middle castes 
IS the middle peasantry wthich is irostly the 
middle level land owning class The landless 
are mostly drawn from the lower middle 
castes and the scheduled castes who are also 
the mam constituents of the poor peasan 


Tahii I Growth or 1 ABOiiR PRODi'tTiviTv IN AtiRKULiuRF 


States Percentage of Districts between 1962 6S and 1980 83 (both IViennial 

__ Aver age) ___ 


(1) 

Showing Annual Average Growth Rate of Yield 
Associated with Positive (irowth of Labour 

_ _ Productivity_ _ 

>1 >2 >3 

(2) (3) (4) 

Showing 
Negative Rate 
of Growth 
of Labour 
Productivity 
(5) 

Andhra Pradesh 

SK 8 (29 4) 

58 8 (11 8) 

41 2 (5 9) 

35 3 

Assam 

42 9 (28 5) 

00(00) 

00(00) 

42 9 

Bihar 

11 3 (20 0) 

00(6 7) 

00(00) 

73 3 

Gujarat 

88 9 (5 5) 

88 9 (00) 

50 0 ((H)) 

II1 

Haryana 

100 0(0 0) 

1000(00) 

714 (00) 

00 

Karnataka 

84 2 (S 3) 

68 4(00) 

211 (00) 

S3 

Kerala 

00(00) 

00(0 0) 

00(00) 

428 

Madhya Pradesh 

27 9 (7 9) 

116(00) 

2 3 (00) 

465 

Mahaiashtra 

1000(00) 

84 0(00) 

28 0(00) 

00 

Orissa 

91 (00) 

91 (0< 

91 (00) 

63 3 

Punjab 

1000(00) 

1000(00) 

1000(00) 

00 

Rajasthan 

38 5 (00) 

38 5 (00) 

15 4(00) 

461 

lamil Nadu 

18 2 (72 7) 

00(91) 

00(00) 

818 

TIttai Pradesh 

1000(00) 

95 7 (00) 

66 0(00) 

00 

West Bengal 

64 3 (00) 

214(00) 

00(00) 

214 


/Vn/e Values in parentheses show percentage ol distiicts with positive yield growth rate associated 
with negative growth ol labour productivity 
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try (1 e, agricoltuni ciul other rural 
labourers) In caste terms, the state-level rul¬ 
ing class IS the upper castes and its tradi 
tional role is being challenged mainly by the 
upper middle castes This is the caste 
character of the current political struggle in 
Bihar which is essentially the phenomenon 
of class struggle But people are mobilised 
on caste lines and not on class lines because 
class consciousness has yet to emerge in a 
semi-feudal social lormatioii whereas casie 
identities have been deep rooted for ages 
The castes in India which repiesent the iradi 
lional classes, on Ihe basis ot an archaic 
feudal division of labour, survive with extra 
ordinary rigidity mainly because the large 
bulk of people have been stuck m ihc 
quagmire ot non development sinct 
centuries 

Elsewhere in north India where the 
capitalist formation in agricultuic is on a loss 
key, the feudalised middle casies are also ii) 
ing 10 impiove then imsition in iht contexi 
ot political struggle But the situation is dil 
tereni from that in Bihai The difference is 
the difteience in intensity of struggle lot 
poliiual power and, therefore, the dificrenci 
in the degiee of manifestation ol casii ten 
sions That is whs Ihc lanata Oal which 
emerged as the political wing ot the kulaks 
in north India, lepicscriting dillereni das'- 
and caste character in dilteicnt stales ' 
could noi put up a united trout vrs <c i is ilu 
upper castes dominated luliiig cU>s 1 heic 
was ulliinatels a split in it in ^lll'u<l I'lVO 
As a party ol middle vasics its siioiii 
presence is conliricd in.iiiily lo Hihai ai a 
Uitji Pradesh mint <lioiigly in thi loiiiici 
state lluii in Itic lalltl (III Ilu t 'her luiiid 
in spile ot sharp culiuial diltcrcn> ts li(i,sii ii 
Ihc two upper i isles doiiiinaltd panics 
(i c, the Congicssti) and the Bliaraliy<t 
lanata Parts which is donitiiated hy fliiidii 


fundamentalists) which represent the 
political wing of the ruling class, both show 
the same intensity of antagonism against the 
Janata Dal It may be noted that in the pro¬ 
cess of political struggle for powei, if a class 
or a coalition ol classes other than the ruling 
class acquires limited political power, this by 
itsell IS not indicative of either change in the 
class character ol the ruling class or new en 
trams to the ruling class This is evident Irom 
the fad thal these recent political develop 
mciits have hardly made anv change in Ihe 
sotio economic policies relating to develop 
mem The same policies which arc growth 
retarding aic adhiicd to " Nevertheless, the 
dynamics ol the situation will hasten the 
decay of scmi Iciitlal production relations 
On the othci hand the ruling class in oidci 
lo retain powu iiic to keep ti,idiiinnal 
tciidal idciililics ihsc and divide society on 
these lines Dieitli nid lulc is hccemiint the 
oidci ol the elas 

Ihc stiuggic lui political powci howcvci 
IS not contiiicil lo (Keupsiii). the positions 
ol political csienliies but also lo uquniiig 
posts in the |,oei iimiciil bureaucratic set n(> 
so as lo coiniol niJ iridiiipiilalc n in the 
inicicsl ol tile I le Old class III powcl ii 
IS (he iailei pill ol i|u sliiigcic which is pm 
sued and e>p|ioseel I" c.isle and class iiilciesis 
wnh eeiual teioeil In Bihai e lUe init weie 
wiliii sscU allci till I lie gosciiniiein policy 
ol |ob icsciyilnii tn haekwaid ,.tsic 
(I i middle L isle ) n ilu lau scyciilies \s 
picdulcd n w ileiieci seirii teiiJil ,no 
cluciioti leIan IIS 111 I s eiiglhcticel ihc cii| 
ot the ll|>pci sii III It ihc hackwaiet isics 
on the slates p liny wliieli by and iiicc 
itpicscnls Ihc riidil e iicas.nttiy ysiihin sciili 
Icndal iclatiiiiis ■! poeiuelioii with i lew 
pockets ol kiilaf I iniiaiioil Blit 'lie siiUles 
altiioniu eliicin oi Sucnsi " l'>90 on piti 
lesciyalioii ti i hi kwaid castes in tlie 
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services ol the central gesseriirnent and its 
inidciiakiiigs was theeiuteomc ot a similar 
inocess ot the leceiit enicigcnce ol kulak 
powcl in north India particularly m 
iiaiv,)na and I liar Pradesh The spate of 
caste tuns ind sioicncc to'! iwtng Ihc 
aiiiiouticcmcnt shows the stilt op| osiliim by 
the iradiiienially dominant H’i caste 
tfiiidns trinicshed ni a feudal ethos This set 
ol |ob lescivalioiis is dittercnl troni what 
yy.is adopicd tor scheduled castes and 
s tieduled tubes in tin lonstiiulion »f 
iiidepeiident India h\ the constituent 
assembly f lien it was a gesture bs the ruling 
class (i c Ihc upper caste Hindus) to keep 
them on Its side in the context ol the political 
struggle Similar was the motive when 
pseudo seeulai policies ol appeasement ot 
mmoiities (particulatly the Muslims) were 
tollowcd I hese eoncessions were then being 
bestowed by the lulmg class while the pre 
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) and Owning ( altco 

y (Acres) 



( lass 


C ultivated 


0 

0 1 

‘ to 

104 

All 

1 andlord 
and Rich 
(VasanI 

Middle 

Peasant 

Poor 

Peasant 

land 
Gwned 
(In Acres) 

(1) 

(?) 

(1) 

(4) 

(1) 

(ft) 

(*) 

(8) 

(9) 

(10) 

(1) Upper castes 

S 7 

62 1 

i79 

14 1 

1(81 
(22 2) 

891 

29 

$ 1 

014 

f2) 1 ipper middle castes 

2^9 

f>6 4 

s ^ 

2 2 

too 
(21 7) 

27 8 

31 1 

27 6 

013 

(3) Other middle castes 

609 

0 6 

0 0 

11 

too 

Oft 1) 

s 

92 

77 9 

017 

(4) Scheduled castes 

691 

10 4 

0 1 

00 

too 

(27 2) 

20 

4 4 

92 0 

012 

(S) Hindus 

409 

48 ^ 

f 0 

4 1 

too 

(8-’4) 

lift 

12 1 

51 1 

Oil 

(6) Muslims 

18 6 

114 

44 

1 6 

too 
(12 6) 

21 0 

101 

18 1 

0 21 

(7) All 

41 1 

47 0 

* ^ 

4 ) 

too 

(1(8)) 

10 1 

1.2 

12 1 

0 30 


Note figures in parentheses refer to percentage disiiibution wnh lelerence to row loial 

Source of data An empirical research study by Imernaiional Uhoui Dftice, Cieneva. and ANS l.isinuie of Seuial Studies, Patna, on 'Dynamici 
of Employment and Poverty in Bihar in 1081 '■ct P H Prasad and (. B Rodgtis (tan. (usie and LandhoUmg in the Analysis 
of the Rural ttonomv. VStorld f n>ployment Piogramme Research, Population and Ubour Policies Programme, >Vbrking Paper 
No 140, August 1981, ILO, Geneva 
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sent ones are being snatched from the ruling 
class 

It IS true that the immediate provocation 
for the policy announcement was the threat 
to the leader of the political wing oi the 
ruling class, V P Singh, from the kulak 
leaders In that sense it may be said that it 
has been done for a narrow political gain, 
not based on any principle, and if the tim 
mg of the announcement is taken into con 
sideration, it does not happen to be in the 
best interests of the country But so what'’ 
It serves the interests of the ruling class to 
a certain extent It divides the kulaks which 
have been undermining the hegemony of the 
monopoly industrial bourgeoisie in Indian 
polity The kulaks of Haryana who moved 
away from the kulak dominated upper mid 
die castes in Bihar, lost their political advan 
lage and were pushed aside by the Con 
gress(l) Eyen iii UP kulak unity got 
destroyed and provided the opportunity to 
Bhartiya lanata Party to emerge strong The 
policies adopted and the announcements 
made hayc very rarely been designed to serve 
the interest of the masses or ol the country 
Rather, more often, they are there to serve 
the interests of the ruling class lake any 
major policy in independent India, he it 
MRTP and PERK A regulations, pricing ot 
public goods and services, bank natioiialisa 
tion, waiver of bank loans, agricultural 
policy, fiscal policy, industrial licensing 
policy, export and import policies, policy on 
foreign collaboration, tiiral development 
policies or subsidies policy, each one ot them 
was there to serve the interests ol the ruling 
class Some of them at limes may have done 
some good in some places to the people in 
general but, on the whole, they retarded the 
growth ol the Indian economv and slowed 
the pace of social transformation This 
policy at least has no such demerit I hough 
It offers a short peiiod of respite to the lul 
ing class— the attempt has been to divide the 
kulaks and to bring one section to the aid 
of the ruling class—this policy will also go 
a long way to weaken the stranglehold ol 
semi-teudal relations of prcsduciion and 
thereby hasten the decay of the feudal class 
which IS a close ally of the monopoly m 
dustrial bourgeoisie 

Ihe upper caste dominated iniclleclual 
and protessional groups are sci y critical ol 
this policy ot job reservation I hey aigue 
that It will lead to loss of etficiency and fur 
ther divide the societv on caste lines, inercas 
ing disharmony among the people I hes are 
crying themselves hoarse over this What is 
forgotten in this conicM is that in the south 
where job reservation toi backwaid caste* 
in services has been in exigence lor quite 
some time (since the thirties), neither has 
there been any increase in dishatmonv within 
the society on caste basis nor has Ihe pci 
formance of the services been any worse 
than in the north Ihe peiformance ol 
public services, on Ihe whole, is a shade bei 
ter in the south than in the north it has also 
been argued that the major bcneliciancs uill 
be the economically better off sections ot the 


backward castes and not necessarily the 
economically weaker sections among them 
What IS not recognised in this context is that 
the forces of the market, which in the Iran 
sitional society (in transition from a semi 
feudal to a capitalist social lormalion) arc 
characterised by interlocking and other im 
perfections, always provide considerable 
wcightage to the economically strongei sec 
lions ol the society I ven pi lor to job reser 
vation, most ot Ihe advantages arising out 
of public policies were being coinered by the 
ecunomicallv affluent among the uppei 
castes Since political power is m the pro 
cess ol getting tilted in favour ol the 
economically atlluent among the middle 
castes, they have extiacted Ihe advaiitagc ot 
job reservation in then favour This is. bs 
and laige. to provide weighiagt to the at 
fluent among the middle castes, as against 
the affluent among Ihe upper castes As a 
mattei ol lad many other policies which 
were initiated with the avowed ohjcxiisc ol 
upliltmeni of the poor and downtioddcn by 
the uppci castes have tailed to achieve their 
objectives I hen why expc-ct ot demand anv 
such miracle from this nieasuie’ 

Ihcsc and nuny more argumems and 
Lountei arguments may be less impoiiam loi 
their logical and tactual content than hu 
what they icveal about the sharp diMsiuns 
among the Indian intelligentsia on casu 
lines f ven the media persons whoweicsufi 
posed to maintain ohiectisity as purveyors 
ot nc’ws are not free (rom caste bias loi 
example, V P Singh, who had been put on 
a lairly high pedestal by Ihe ptess piior to 
the announcement ot |ob reseivation foi the 
‘backward castes', was unceremoniously 
pulled down by the same press because ol 
the upper caste dominance ol the piess 1 et 
IIS take anoihci example ol Ihe chief minister 
of Bihai, l,alloo Prasad, who is presently the 
pcison most condemned by the picss It is 
being maintained that he has done nothing 
lor Bihai and that he encourage < dis 
otdci and is wholly icsponsible lot the 
dcteiioiating law and order situation not 
withsianding the tact that during his pciiod 
Bihar lias remained tree from communal 
I lots when in neighbouring Uiiai I'ladesh 
Hindu Muslim riots have been a ticc)ucnt 
occurrence Biha? has had many chicl 
ministers since independence Many ol them 
have been then- as duel ministei loi lunger 
duiafions than the present incumbent But 
none ol them has succeeded (even a little) 
in pulling Bihdi out of ihe moiass ot non 
development None has been able to check 
the dcteiiorating law and order situation in 
the state None can be credited with mak 
ing even a slight dent on the mcreasine 
crimmalisdtion ol Ihe society But because 
none has so tar championed the cause ol job 
reseivation lor the ‘backward castes Irom 
a position of stiength as the piescnt incum 
bent docs, none has earned the combined 
wrath ol upper caste people including media 
persons, social scientists, burcaucrais and the 
rest of the intelligentsia as I alloo Piasad 
has I ven the election commission an 


august quasi-judidal body iiwtituitd under 
our constitution, singled out Bihar for its 
wrath, so much so that even buieaucrau (in¬ 
cluding very senior ones) of known integrity 
were not spared Thus the battle-lines have 
been drawn, particularly in north India (in 
the most n.s'cie form m Bihar) and the stn;^' 
gle IS likely to be fierce and long-drawn 
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Science as a Tool in British India 

R K Kochhar 

The production and growth of modem science in India was encouraged by the British with a view to furthering 
colonial interests. British-sponsored science, by it<i very nature was field science and its agenda was decided on 
grounds of political and commercial gain In the pursuit of this state-sponsored science, Indians provided cheap 
labour It was only much later, with the westernisation of the Indian middle cla«es, that Indians began to pursue 
science on their own initiative but this was as an extension of the nationalisl movement and science increasingly 
began to be seen purely as an intellectual exercise rather than as a means of producing wealth 


WHll E discussing (he impact ot modern 
science on India, it is importani to take note 
of India's role in the development of modern 
science The arrival ot the first British ship 
in India coincided with the invention of the 
telescope in Europe There weie huge pro 
fits to be made from tiade with India, pro 
vided the ocean navigation could be made 
sate To survive on a vast featureless ocean, 
a manner had to know his latitude and 
longitude, and toi this he needed telescopes, 
sextants clocks, and star charts farmers, 
weavers, and other traditional craftsmen in 
Britain now took to making stienlifu in 
struments Man) apprentices in the cluck 
making trade later became inventors of in 
dusirial machines and helped usher in the 
industrial revolution 11 ] 1 hus it was a clock 
maker who helped barber tuintd 
industrialist Richard Aikwiight build his 
epoch making water frame’ Also lames 
Watt started his earcei as a maker ot 
mathematical instruments like sextants and 
compasses 

fui ail invention in make an impact it 
should take place at a time when the soiie 
IV has the eapital as well as a market A lur 
nmg point in the history of India as well in 
the histors ol.scien,.e ind technology is the 
battle of Plasscy Bi Usre 17s7 Bengal had 
a surplus balanet ol payments its exports 
exceeded the impoils by a (actor ot tour In 
contrast during I IS"' go Bengal pumped m 
a substantial sum ot million pound sterl 
mg into 1 ngland |2| Its effect was ciriiric 

I Ik first inventor ol a textile maeli ne 
leihn Kav who patented his fly shuttle in 
I barely escaped with his life, tinally dv 
ing pcnnvicss in tar away Fraiiet Mis 
machine was smashed by othei weavers |f] 
who sensed that it would d'lve them out of 
the limited domcilic market thev all com 
peted (or But bv the time John Hargieases 
made his spinning jenny (1764) 'imes had 
changed H<s very first machine was also 
smashed, but sery soon he had weavers hack 
ai his door this time asking him to make 
machines lor them I hey could now form 
a guild and loimly enjov the overseas 
market It is thus no wonder that cure tor 
scurvv, the dreaded disease ol the niarinei 
(1754) came just before Plassev, while spin 
nmg jenny (1764), water frame (1769) and 
steam engine (1769) soon followed 

The monev from trade with the east Indies 
created a wealthy middle class m Europe 
whose way of looking at things was dit 
Icrent it was lor the first time in the history 


that human prosptniy depended not upon 
the goodwill ol ihe king or god, but on 
human skill Since the source of money was 
science, Ihe pursuit the leisured class chose 
were also seicntifk Ihe new craftsmen 
became rich and respectable, and the new 
wealthy became patrons of science It is 
significant that tht profits ot Ihe makers of 
scientific instruments did not come from the 
government who paid less but imparted 
prestige and rteogmiion I he profits instead 
came from the prisate buvers [4] It was thus 
the accumulaltd wealth of India that fund 
ed the industrial md scientific revolutions 
ot I uiopt Note til II the scientific levolu 
turn came aliei the mduslnal revolution The 
existence ot a wealthy middle class, mdepen 
dent ol the govcirimcnt is a prerequisite for 
'he growth ol science Ihe purpose of 
se ence is to produce and protect wealth 1 he 
imrpose of thi wealth is to support science 

Western sciena wis not a cut and dried 
product that was taken off the shelf and 
shipped to India Hit British influence m 
India modern science in Europe, and the use 
ot science in India ill prew together so that 
by the beginning of tOth century Indians 
were reads for i Iryst of their own with 
modern sen net Wt present here a model as 
a fraoiework tor d scu sing the advent and 
eiowlh 0 * modtrii sen rice ,n coltmial India 
Ihe model disii iguishes btlwcrn three 
mutually overlappm) tain s ol development 

Ihcti'sl tacc here called thecolenial 
tool stage eiiionipisses Ihe whole span of 
t uiopeaii picseiicc in India and consists ot 
miroductuii inci use ol sciciue especially 
by the British as iii imperialist tool, with 
iricidtiiial beneliis to stiente The second 
stage, Ihe peripheral nilisc stage came into 
being when Ihi Bntish were well emrench 
id III India In it ilie'ndians were assigned 
the (leripheial roll ol (yrovidinu cheap laboui 
to the eolonial s,itnct machinery The thud 
s age tht Indian response stage .nose as 
a reaction to the second slagt and is 
charactensedby ciciiii'ic ctiviiy by Indians 
themselves and m t «ir own mitiaiiyc We 
shall now di'cuss each stage separately 
drawing illustiaiioiis mostly Inmi the Sursis 
ol Indial*') will hrcptcscnied science mihe 
most dedicated >yii< of the state 

((iteisJisi I'I'll SlA(,i 

1 he gold com minted by the Portuguese 
tor use III Indi i depict the armillary sphere 
the basic iiistriimci 1 of navigation used for 


determination of the latitude|6] It was 
Poriugal's way of paying tribute to a saence 
to which It owed its power The Portuguese 
ai rived in India even before the Mughals did, 
loved khrisiianity more than they loved 
Indian territory, and did not know how to 
successfully deal with the scurvy deaths on 
the sea 

The earliest men ot science from Europe 
were the missionaries ol the Society of Jesus, 
who first arrived m 1542 and remained ac¬ 
tive lor mure than 2CX) years|Saj In 1759 the 
king ol Portugal banished all Jesuits from 
Portuguese colonies and m 1771 the Pope 
banished Ihe Order altogether It was revived 
m about 1818 with the first Enel sh Jesuits 
arriving m Calcutta in 1813 The Jesuits were 
the only European men of science in India 
who did not have a matenalistie axe to gnnd 
No wonder their work did not have any con 
temporary significance The Jesuit geogiti 
phical data weie dug up from the archives 
and put to use m the mid I8ih ,,entury when 
knowing India became a paying proposition 
The Portuguese success brought British 
and Ihe French traders to India The parent 
companies started compiling sea charts and 
keeping lecords of vovages Observatories 
were opened at Pans (1667) and (irecnwich 
(16''5) to solve the problem ol the longitude. 
The Astronomer Royal supplementexl his 
meagre salary by giving tuition to voung 
men seeking employment with the Last India 
( ompanv It paid to join the company and 
It paid to know astronomy 
With the post Aurang/cb collapse ol the 
Mughal empire the European 'vaishya' out 
(its developed 'kshaitiya ambitions and got 
down to (he task of acquainting themselves 
with their lutuie empire The French were 
moie sucecsslul on the scientific from than 
on the colonial The first worthwhile map 
ol India was compiled in 1752 by Ihe i rcnch 
geogi iplier Jean Baptiste Bourgiiignon 
OAnville at Ihe request of French Last India 
C ompany who based it on whatever geogra 
pineal infoimnion he could lav his hands 
on I hi value of OAnville’sCartedel’Inde 
cm be judged Irom the fact that it was 
lepiinied in I nglariu in rx4 and then again 
III I "'V along with the annotated transla 
noil lit hi memoirs|5a| 

ksiionomv was the first modern science 
to be brought to India for use as a geo 
graphical and navigational aid|5a] Its use 
was however sporadic and mostly out of per 
sonal curiosity Systematic scientific effort 
became essential whtn the 1757 battle of 
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Plassey transformed the British East India 
Company into a jagirdai Ihc company 
bahadur was fully conscious of its needs 
survey of its present and luture lands, sate 
ty navigation, increased revenue, and pro 
per administration The tirsi need was 
geographical knowledge In I7S7 itsell when 
Clive was still at the nawab’s capital Mui 
shidabad, he proposed that “an exact and 
useful survey may be made which will enable 
us to settle beneficial boundaries' Accor 
dingly a ‘Surveyor of the New I ands’ was 
appointed in 1761, and in 1767, two years 
after the company received ‘divani’ rights 
over Bengal, Bihar and Oiissa, Mai lames 
Rannell was made the ‘Survevot Ciciieral of 
Bengal' 

Surveys wcic continuall> required loi 
military purposes Geographical location of 
important places in tlie country were deter 
mined with alaciity by “borrowing a sextant 
here, a watch there, and a quadrant in 
another quarter, from dtficrent officers at 
Calcutta who happened to possess them 
Surveyors were sent out with every army to 
prepare route maps The importance of 
surveys can be gauged by the fact that in 
1790 when the governor general took the 
command against Iipu, tht sultan of 
Mysore, he appointed the survcvoi general 
to his personal staff In 1791 the company 
paid the fabulous amount ol Rs 6,000 to a 
surveyor for a map ol Mysore accompanied 
by a mcmoir[7j 

The destruction ol Tipu in 1799 extend 
ed the company's territories from ifie east 
coast to the west Just as Plassey had pio 
duced Its Reimell, Seriiigapatam produced 
Its Lambton, only more quickly Unlike Ren 
nell's survey which was run in traditional, 
route survey style, Maioi William 1 ambion 
modelled his.on the lines ol the recently 
started surveys in F lance and I ngland 1 he 
Trigonometrical Survey of Pcninsulai India 
started in 1800 with second hand insttu 
ments bought within the country Expected 
ly, Its history is also the history ol the en 
trenchment of the British in India In 1817 
the Mahrattas were finally crushed On 
January 1,1818, the survey was renamed the 
Great Trigonometrical Survey of India ((ifS) 
and extended to covei the whole country It 
even surreptitiously coveted trans 
Himalayan region The CiTS came to its own 
in 1810 under 11 f ol Sir Cieorgc I verest who 
was also appointed t he sui veyor gcnctal The 
GTS lixcd with gicat accuracy the longitude 
and latitude ol a laige number of places I he 
details were then filled in by the topogra 
phical and revenue surveys In 1878 the three 
were merged under the name the ‘survey of 
India’ (The name CiFS is often retroactive 
ly applied to include I ambton's survey and 
the Survey ol India to its predecessor con 
stitucnts) Uniformly accurate data fioni 
such a huge landmass as India led to the im 
portant geodestcal theory of isostasy and to 
a mathematical model of the caiih, known 
as Eyerest geoid 

As eaily as 1787 Cieneral William Roy, 
the founder of the Biiiish survey wrote how 


desirable it was to determine the length of 
a degree of latitude on the C oromandel coast 
and in Bengal It was too early for the tom 
pany to bother about the shape of the earth 
when Its ships were getting wrecked Rennell 
and Alexander Dalrymple, the company’s 
hydrugrapher at london made a joint 
rcplylla] 

Wfiatever Advanlage to Science may be 
dcMvcd from the exact detcrminalion ol the 
tigure ol the (arih we conceive no olhei 
benelii tan possibly attend the Admeasure 
mcnl in Bengal but that proposed on the 
( oast ol ( oiomandcl will contribute towards 
Ihc construction of an exact chail ol the 
coast 

file ( oromandel coast is rcKkv lull of 
shoals without a natural port and was a 
gravtvaid lor the company’s ships A survey 
of the coast was thus literally a matter of 
lilc and death, and eventually in 1785 a 
prolessionally trained surveyor astronomer 
Michael Topping was brought lioni I ngland, 
on free passage and equipped with his 
instruments 

Since his work required a rckrenct men 
dian, an astronomical obscrvatoryl8j was set 
up at Madra< in 1710 It was the first modern 
public obscivatory outside Luiope While 
pleading lor it Topinng reminded the com 
pany dircctois that tney now had a chance 
ol “atfordiiig then support to a science to 
which they aie mdcbied loi the scncicigniv 
ol a iich and extensive empire’’ Although 
the company had grandiosely declaied that 
the purpose ol the observatory was to “pro 
mote the knowledge ol astronomy gcogra 
phy, and navigation m India”, the key ob 
icctivc was It’ll unstated so as to promote 
the company’s profitability 
Science was only i part of the duties ol 
the company s ofticeis I he yalue of various 
SCI vices can be gauged by the value placed 
on them lopping s monthly salary as the 
‘Company s Astronomer and Cicographi 
cal Marine Suivcyor’ was 192 pagodas 
(1 pagoda Rs IG, £1 - Rs b) He got 
double this amount (Rs 400 pagodas) as the 
‘Su|)ciintendent ol lank Repairs and Water 
C ourscs An additional lOU pagodas came 
from the superiniendencc of the surveying 
scliool|5a| 

In the caily ycais the obscivatory was no 
moic than a surveying outfit I his role ended 
with the IHIOreoigaiiisationof the CIS, but 
navigational needs were still outstanding In 
creased sea tiadi activities ol the British ic 
qiiirtd lamilianty with the southern skies 
In 1844 allei 14 years of labour, Thomas 
Cilanville Tayloi (IRS) produced the ccle 
brated Madras catalogue giving positions ot 
about IKHK) southern stars It was hailed by 
the Astioiiomei Royal as "the greatest 
catalogue of modern times” and revised in 
1891 with liiiids hum the India Office and 
ific Royal Socict\18| 

I he observatory was now redundant 
I ven the British astronomers who now had 
observatories in South Africa and Australia 
lost interest I he Astionomer Royal wanted 
It abolished but could nut succeed against 


the assertion of the local British pride; suC' 
cmctly expressed in the letter written by the 
Madras director ot public instruction to his 
chief secretary|8| “I earnestly hope that 
the rulers of India will take a higher 
and more extended view of the matter, and 
consider wnal is due to this country ” 
This rhetoric, and the workshops of 
the public works department, ensured 
the observatory's survival but not its 
prosperity 

India’s astronomical fortunes revived with 
the advent of the new field ol solar physics 
India was ideal for extensive photography 
ol the sun, which was not possible in cloudy 
Bri'ain Also, it was then believed that a 
study ol the sun would help predict the 
failuie of the monsoons In 1878 solar 
phottigraphy was startc’d at Suivey of India, 
Dchra Dun, and photographs were sent to 
I ngland for analvsislS) A solar observatory 
wav set up at Kodaikanal in 1899 
Once the Irigonometrical Survey was 
begun, the government lost inteiest in the 
Madras observatory In 1801 the Madras 
asitonomci was getting a monthly salary of 
Rs 672 whereas the superintendent ol the 
fiigoiiometiical Survey wav slightly better 
placed at R' 980 Seven decades later, in 
18’'’ while the astronomer's salary had 
crawled up to Rs 800, the suivey chiefs had 
tumped to a vubsianiial Rs 2,l6v I ifteen 
sill VI vois were ireiimg more than the astro 
noiner, three ol them being fellows ot the 
Royal Society All surveys were manned by 
military olficers Whereas meteorological 
and inagnciic csbscrvaiions weie considered 
legitimate rnilitarv dutv, pure astronomy was 
not 19) 

I he last wind on where pure science stexxf 
up ws c; irv the applied belongs to leh 
iitepiessible Ivcrcst In 1814, cm mders Irom 
the goyctnment, astronomical instiumciits 
from the survey were ivsiicd to enable the 
former Bombay astremomer to obscive the 
phenomenon ol the opposition ol Mars 
I his happened when F veirst was out on a 
held lour On his leturn I verest made a 
strong protest against Ihc loan saying|8j, 
I he discoveries which the lale 
Astronomer ol Bombay is likriv lo make in 
science would haidly repay the inconvcnienee 
cxcasioned by maiding ihe operations ol the 
Ciicat liigonometrical Survey 
I rom geography to geology was but a 
natural step In 1818 Henry Voyesey a 
surgeon, who doubled as a geologist was at 
tached to the CiPs so that he could draw 
attention lo anything that might influence 
gcomctiical and astronomical observations’ 

I he survey ot the Hiinalavan region natural 
1v brought forth interest in its Icgciidaiv 
I ncial wealth Ihc governoi general wrote 
(1817) 

Wc have been duly sensible of Ihe want of 
piolessional enquiry into the mineral pro 
duce ot the lull country lately acquired by 
us Ihe remedy now offers itself 
Ihe remedy consisted ol the person ol 
Alexander 1 aidlaw, ‘mineralogist and in 
vestigator ot natural history’, though ‘lack 
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log HI uperai eouctuon’. ne wai tent out vg 
the court of directors His t>iiy was consis¬ 
tent with the wealth he was to exfdore “a 
salary of Rs 600 plus Rs 200 for hiU carnage; 
and free issue of instruments and stores, to 
say nothing of an advance of Rs 2,500 in 
cash” He was attached to the survey of 
Kumaun The governor general wanted him 
to took for metals but added “1b copper or 
iron 1 would not point Mr Laidlaw’s atten¬ 
tion, as I think that working either might 
injuriously affect important articles of 
Bntish export” Laidlaw did not pay atten 
tion to anything, and was dismiss^ after 
two years[5c] 

Voyesey's reports included one on the 
stone used in building the laj at Agra He 
also reported on diamond mines of south 
India Industrial revolution meant the reali 
sation that coal was more important than 
diamond As the steamer ships were pressed 
into use, the government became interested 
in coal helds This led to the appointment 
of a geological surveyor to the company, and 
in 1851 to the geological survey of lndia[l01 
(The survey of India, the geological survey, 
and the medical service, were the only 
science services in the pre mutiny India) 
Geological evidence in support ot the 
continental drift hypothesis came from 
India, this fact is commemorated in the 
name '(londwana toi the ancient southein 
supci continent As was the case with OTS 
eailiti the geological suivcs ananged for 
lectures at Piesidciicy C ollegc, (. alcutla|t0] 

The compans s interest in Indian botany 
did not aiisc Irom medicinal and commercial 
plants as was the case with the Portuguese 
but liom wood Shipments out ot (.alcutta 
rcciuiii d the building of fieighi vessels for 
which teak was bought at a high price from 
Burma C ould teak be grown near C alcutta 
itsell' 1o tind an answer a botanical garden 
was set up at ( alcutta[IO| (>ears latci 
decline III ivailability of timbei for ship 
building on the Malabar coast made the 
goscrntnciit wise to the destiuction of forests 
and led to tile appointment ot A Ciibsmi as 
con'-ervatoi of foicsts for Bombay 
presidency )[71 

Ai the fall of Mvsore, iht botanical garden 
at Bangalore (the 1 at Bag!) was appiopri 
ated by iht oinpany as a depository foi 
useful plants stiii fioni difleicni parts of the 
country” 1 he company s botanist at Madras 
(Benjamin Heyne) was oidered by the gover 
nor general to accompany the surveyor, with 
the ferflowing instructions[Sa] 

A decided supenoniy must be given to useful 
plants over those which are merely lecom 
mended by their rarity or their beauty, 
to collect with cart all that is connected with 
the dlls and nianulaiturers of this country 
or that promises to be usetui m our own to 
give due attention (o the timbci employed in 
the various provinces ot his route, and to 
collect with paritctilar diligence ilie valuable 
plants connected with his own immediate 
profession (i e medicine) 

In the next 50 years ‘systematic, geogra 
phical and economic studies' of the Indian 


non were carrwd out The compaiQt did not 
mind the enrichment of science as long as 
It took place in the normal course of its own 
activities But the moment it was asked to 
extend patronage to science for the sake of 
science, it baulked It refused to promote a 
project by Joseph Dalton Hooker and 
Thomas Thomson for us compilation, 
notwithstanding a memorandum from the 
Bntish Asscx.iation for the Advancement of 
Science, Hooker’s monumental seven- 
volume Flora oj British India (1875 1897) 
had to watt for orders from the secretary of 
$tate[10] 

1 he Bntish desire tor exploration and in 
creased revenue led lo the epoch making 
discovery of fossil fauna m the Shivalik hills 
The story deserves to be told in some 
detail)?], because ii brightens a particularly 
dark period in Delhi As early as AD 1360 
Firishta informs us when Fiio/eshah 
Tughidk cut through a hill with 50,000 men 
to dig a wtsi Yamuna canal he noticed 
bones of gianis three yards long Atiei 
prelimmaiy survey in 1809 10, restoration 
work was begun in 1815 and completed in 
1827 In ihe meantime, in 1779, the Rohilla 
Fau/dar of Saharanpur, Zabita Khan had 
set up a public garden ai Saharanpur and 
appropriated ihc rcsciiuc of seven sillages 
for Its maintenance (ihulam Kadir, and after 
him the Mahrattas continued the anaiigc 
mcni In 1823 I ord Hastings converted it 
into a 400 acre boianical gaidcn (to which 
was later added a nursery of trees lor lanal 
banks) 

Hugh Falconet F RS, the superintendent 
of the Saharanpur Botanical Garden (who 
was awaie of Firshia s report) and Sir Pioby 
IhomasCautles supenntcndcni of canals 
collected a large number of lussil bones, 300 
of them within sis hours Ihese discoveries 
proved tha* in the amotc past a sea occupied 
the valleys of ihi Indus and Ganga The well 
known paticin ol the company’s altitude 
towaids science is iipeated here Palcvsiier 
wanted lo devote his full time lo his great 
woik fauna Angiqua Sevaicnsis but as a 
1878 Memoir\''\ pul it he was not spaicd 
to complete It I his work was edited and 
published altci his dc ith 

The last scicniiln id of the British Indian 
government was dictated bv the second 
world wai which in turn brought about its 
exit Irom India In 1942 the council lor 
u icntilic and indiisiiial research was set up 
(ot pioviding siientific support foi the wai 
effect 

We have thus sect that the British rulers 
were not mmisicU in science as such, bui 
in using science u> further their interests 
Whencvci then (iictical needs pointed a 
fmgci lowaids i > nicular branch ot science, 
atteniion was paid lo that science Harness 
tng science ciincht s ii also 1 hus in the pro 
cess of empiic building, India was added as 
a laboiatorv lo the edifice of modern 
science Wc now discuss the role of Ihe 
Indians as laboraiory assistants 


reRiPHERAL NATIVE SlTAIDE 

Juit as the Bntish in India needed sciena; 
they needed Indians also The rtnt task 
assigned to Che natives was to educate the 
foreigners about the lay of the land, without 
which knowledge their military might would 
be useless In 1774 “Golam Mohamad, i 
sepoy officer’’ was sent “to explore the roads 
and countries of the Deccan” and “to gain 
intelligence about the Mahratia powers” in 
the 1780s, the surveyor general of Madras 
employed “Munshys to survey some roads 
between places well ascertained in the map” 
and procure “some very useful information” 
The company rcimbur^ the expenditure of 
Rs l2.0(io In 1791 the Bengal surveyor 
Reuben Burrow while budgeting for his 
journey asked tor ‘a Moonshy’ at Rs 25 a 
month adding “The last article is more 
necessary than at first sight may appear, as 
It IS often requisite to send a Moonshy to 
make enquiries and to take bearings, and to 
get copies of routes etc” “A properly in¬ 
structed native” Mura Mogul ^g collected 
data between 1786 and 1796 that went into 
‘ a map of Ihe counincs to the west of Deibi, 
as tar as Cabul and Multan”, picpared by 
Francis Wllford in 1804 

The most spectacular use oi oie native 
sui veyors was by C ol ( harles Reynolds (later 
lieutenant general), surveyor general of 
Bombay who employed them for 12 years 
tiom 1795 to 1807 lo collect data tor a large 
scale map of western India, especially ol ter¬ 
ritories outside Ihe company’s control As 
a part ot this work, Reynolds discovered that 
Ghaggar does not cross Ihe desert to reach 
the sea as had been supposed by earlier 
gcogiaphcis, but instead loses its way in the 
sands neat Sirsa Reynolds received the 
princely sum of two lakh rupees for his 
valuable map[Sa| 

On the othci end were company surveyors 
who hired 'native assistants’ or ‘harkaras* 
(messengers) to do the legwork 1 he com¬ 
pany refused to reimburse these expenses It 
was one thing to pay for inside information 
on Ihe Mahrattas, but the company had no 
intention of spending its hard earned money 
on such useless piece of information as that 
the rivers Sone and Narmada do not spring 
from (he same place as Rentiell had suppos¬ 
ed but aiose 40 miles apart[5a| 

1 he company, not yet sure of itself, was 
never very comfortable with the use of the 
natives, which though convenient and 
economical, was risky While they might add 
to the knowledge of the Europeans they 
might become knowledgeable themselves, or 
worse sell the iiitc i maiion to the French or 
Dutch rivals Foi the latter reason, half- 
castes were not employed Madras presiden¬ 
cy solved Its problem ol manpower shorta^ 
in a far sighted way Madras observatory ran 
a surveying school from I794 to I8I0 to trun 
teenager European orphaned boys as prac¬ 
tical revenue surveyors Note that this school 
was not for lndians|5a,b] Those were the 
days—ovei by 1830—when Ihe word ‘native 
denoted India born irrespective of ihe 
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cthnklty. 

Finally in 1813. the use of harkaras for 
survey work was banned, "as government 
were anxious to prevent the Natives from ob¬ 
taining, or being taught, any knowledge of 
the kind”. Only the company's own cove- 
iMnted or military officers could carry out 
Itirveying and map making[Sb]. 

The role of the ‘pandits’ (educated Hin¬ 
dus, regardless of the caste) and ‘munshis’ 
(educated muhammadans) was over for the 
time being. In the next IS years, new geo¬ 
political equations were established, and the 
British grip on India became unassailable. 
It was only then that 'babus' were trained 
and pressed into service As the survey work 
expanded, need for involving the Indians 
themselves was increasingly felt. After all, 
you cannot entirely dispense with the natives 
in their own country. A major factor in their 
favour was the climate. 

their service will prove of the greatest use in 
exploring the wilds—of Bustar. etc, whose 
dreadful climate no European constitution 
could possibly sustain for any length of time 
(1828) 

The British surveyors naturally argued for 
the use of the natives|ScJ; 

The advantages derived to government are 
apparent... opening a new field foi 
natives, teaching them a profession hitherto 
unknown to them in this presidency—and 
allowing government to take advantage of the 
cheapest agency—obtaining correct surveys 
of the land, on which the principle revenue 
of the state depends—and a properly authen¬ 
ticated survey, so necessary to the due ad¬ 
ministration of justice. 

The policy found support at the highest 
level, in 1829, Lord William Bentinck, gover¬ 
nor general of India, wrote in a minute on 
the organisation of the survey[5cj: 

It is by a more enlarged employment of 
native agency that the business of a govern¬ 
ment will be at once more cheaply and effi¬ 
ciently transacted. 

It is quite remarkable that the needs of 
the survey were reflected in the company's 
attitude towards native education. 

In the posl-Plasscy period, it became 
essential for the British to know India, not 
only the land but people also. 1'his infor¬ 
mation can have come only from the Indians 
themselves. Accordingly there opened a|tl| 
‘Muhammadan Madrasa’ (I7g|) at Calcutta 
and a ‘Sanskrit College’ (I79I) at Banaras 
so that band of young Hindus and Muslims 
could separately collect the traditional 
information from their elders and pass it on 
to the British (English was not taught at 
these institutions). We may call this ‘the 
Moon.shee pha.se' of education in British 
India with the old spellings being advisedly 
used to underline the intended purpose. 

In I792, one of the company dirators had 
succirictly expressed the argument against 
educating the natives, “we had ju.st lost 
America from our folly in having allowed 
the establishment of schools and colleges, 
and that it would not do tor us to retreat the 
same act of folly in regard to India; . if 


the ndtiws required ai(|^ in way ei 
education, they must come to Bt^nd for 
it”. Once the British were Hrmly entrenched, 
they shifted gear to impart English educa¬ 
tion to the Indians with a view to training 
them for minor jobs in the new administra¬ 
tion. This was the beginning of ‘baboo 
phase’. 

The period 18I3-35 is the transitional 
period. It was in I8I3 that the company ac¬ 
quired an education policy whereby it was 
asked to spend not less than one lakh rupees 
on education. (Actually it spent twice the 
amount during I813-30)(ll]. The 
ambivalence as to how this money was to be 
utilised was deliberate. As befits a cautious 
and clever ruler, the transition from the 
Moonshee to the Baboo phase was to be ef¬ 
fected in an unobtrusive manner, and with 
the full and active support of the native 
leadership. 

The oriental colleges were slowly anglicis¬ 
ed. Unani and Ayurvedic classes were added 
(1827) to the Madrasa and the Sanskrit Col¬ 
lege, whichJhcn made way (1835) lor a full- 
fledged (western) medical college. Delhi Col¬ 
lege was started on oriental pattern in 1823; 
but English was introduced two years later, 
and science soon thereafter, in 1817 Hindu 
College was started at Calcutta Scientific 
equipment arrived in 1823 and science 
teaching was started Interestingly George 
Everest, who aiiived in India in 1806 when 
barely 16, himself learnt his science from 
suivcy-relatcd book' available in Biiiish 
Earlier the company had hired Hindu and 
Muslim boys to aitciid Oiicmal Colleges 
Now ilic Hindu boys paid from then pockets 
to leceive English educaiiuri. 

Calcutta’s Hindu College became a 
trusted source toi supplying scientific Babus 
10 the .survey I he 1830 reorganisation ol 
survc’y with George Everest at the helm 
required iniinediatc use of the ‘native agen¬ 
cy’. Although held data were being collaied 
by the British surveyors themselves, they had 
no time to sit down and reduce the data. 
Ai rears liaU in fact piled up for the previous 
eight years. Ii was ihcrefore decided to set 
up a computing ofhcc as dcstinct fioni the 
held stafl. When the government expressed 
the hope that ‘‘all requisite computers may 
be drawn from existing establishments under 
this presidency", Hindu College was ready 
to luifil it|5dj. (Hindu College was taken 
over by the government in 1855 and renamed 
Presidency College.) 

Orici o( employment as computers was 
sent to a number of students; salary was to 
be Rs 30 per month during a six-month pro¬ 
bation, then Rs 40. Radhanath Sickdhar and 
six other students ol Hindu College joined 
at the end of 1831 Sickdhar’s case is well 
known. Exceptionally brilliant, he was made 
a sub-assistant at Grs after his probation 
at a .salary ol Rs 107 per month. He was then 
19 years old. He rose to become the chief 
computer when he was transferred to Calcutta 
in 1849 to hold charge of the computing of¬ 
fice. He iciired in 1862 and died in 1870, A 
bacheiot, Sickdhar became thoroughly 


Eureipkiio in' oii^otdt, And' td 
Enliixh food. Colonel Everest wax at fint 
dissatisfied but afterwards admitted me in 
his own table[5d]. 

A legend has grown that the height 
Mount Everest wa.s computed by Sickdhar. 
This is no doubt an attempt to push the most 
deserving peripheral native into a nuclear 
rote Unfortunately, the story is not true; tlw 
height was calculated at Dehra Dun, after 
Sickdhar had been posted at Calcutta(Sd]. 

The careei-graph of other computers is 
instructive. After seven years of service, six 
were still getting only Rs 40. Five of them 
quit in 1838 to accept the newly established 
post of deputy collector in the revenue 
department. The seventh one, Nil Comul 
Chose, who was getting Rs 100 per month 
also left. The GTS recruited another Indian, 
Ram Dayal De as a sub-assistani in 1840, but 
dismissed him in 1844. 

The surveyor-general’s office naturally 
took interest in the science teaching at Hindu 
College. A European computer and sub- 
assistant, Vincent louis Rees, was entrusted 
With the task of "helping in the training of 
the Bengali computers". He also taught 
mathematics at Hindu College, from where 
lie earned a salary of Rs 3(X) in addition to his 
GTS salary of Rs 318 per month. The science 
leaching was apparently not substantial. 20 
years later, iii 1855, Mahendialal Sircar, 
much interested in science, left the Presidency 
College lo join the Medical College, 
saying[l2] that “the principal object of 
education was to teach the pupils how to 
toad and write the E.nglish language’’ 

While in general Indians were kepi out ol 
actual field survey work, there wa.s one type 
ol .survey which ihcv alone could do And 
that was the surrcpiiiious survey of Ihc trans- 
Himalayan legions, where E'iiro|K’ans would 
have been mimediaiely spoiled and killed 
I his work was of great slralegic importanec, 
and necessary to fill the gap between the 
Indian and the Russian surveys. W’lih 
characierislic Briiish thoroughness and 
di.sdain these surveyors wi-re only taughl bow 
to take the observaiions; they were not 
taught how to lediice the data lest they 
cheated When they were escepiionally 
useful, they were rewarded with scientific 
medals, khitahs, and jagiis. (.Itherwisc, even 
their names are not recorded, they are 
indicated merely by capital lettcrs|7,13). 

It will be appropriate here to give some 
delails|7,l3|. “During the year 1876 one of 
the trained native exploiers of the Great 
riigonometrieal Survey named ’the Mullah' 
ascended the Indus rivei from the point 
where it enters the plains of the Punjab at 
Attock to the point where it is joined by the 
Gilgit river". In 1877 “M-S-, a native 
gentleman of the Muhammadan faith, and 
, of much repute among his co-rcligionists" 
explored the areas beyond Hindu Kush. He 
was presented with one of the two medals 
which were placed at the disposal of the 
surveyor general ol India by the Venice 
international Geographical College for 
award to meritorious native explorers. do 
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Mt kMw ttie name of tMi saM modalUsi, 
but the cue of Main Singh and Kuhmi Singh 
IS well known. They were celled Pandit 
brothers They are however, neither Pandits 
(in the sense of cute appellation) nor 
brothers (they were cousins) 

A native officer of the survey, sub¬ 
surveyor Imam Baksh Bozdar took pari in 
eight different expeditions during 25 years 
of his service On his retirement in 1884 was 
given a grant of 250 acres of land in the Deni 
Chazi Khan district (now in Pakisun), and 
the title of ‘Khan Bahadur’ 

The establishment of astronomical 
observatones[8,9] at lucknow (1834), 
D’lvandrum, and Hyderabad (1901) by 
Indian aristocracy also rightly belongs to tlu 
peripheral native stage, because although the 
ownership was Indian, the control was 
European Lucknow observatory closed 
down as soon as the instruments and noveltv 
wore oil Trivandrum met similai fate as far 
as astrononi) is concerned, but being close 
to the magnetic equator, provided valuable 
magnetic data Hyderabad observatory was 
attached to the Osrnama University and had 
a rather unspectaculai existence 
Lxeept lor clandestine activities outside 
(ht hound tries ol British India where 
ethnicity wa a crucial lactor the role ol 
Indians in the scientific puisuits remained 
peripheral However as the needs of the 
Empire yiew so did its peiception ol the 
abilitie of the natives I he scientific cun 
lent of the British administialiun in India 
increased sic tdils and with it iricicised the 
lole assigned to the Indians \ the tirsi step 
the natives moved lioin King cuolics to 
calculaiois In the second they graduated 
to bcciiinc doctors and engineers to wen) m 
the network u< railwass telegraph roads ami 
canals 

The British tuned their opcrition well 
When upper Cianga canal was K'lnv dug an 
engineering ..ullcge was set up at RcKiikec 
When wood was needed lot the lailwass i 
loicst schexil was opened at Dchri Dun It 
IS no wonder that the British eniph isiscd 
higher education among seleeicd In Inns 
rather than removal of mass illiteiae^ which 
would harm their interests 1 he s,ihih s lailh 
in the babcHis was fully justified Duiiiig the 
1857 upheaval it was an Indian Sibehundei 
Nandy who kept alive the vital ulegiaph 
link between ( aleutta and Bomb ly 
The simultaneous use bv the British ol 
seience as well as the natives brought the two 
into contact This point is lelhngly brought 
out by the contrasting c.tsc of two 19th 
century Indian astronomers 

Sanianta ( haiidiastkliai (ISIS 1904) 
|I5 16] was bom in the smill villaic 
Khandpaia, some 50 to 60 miles west 
of ( uttack The only astionumv he could 
learn was the pre lekstopic one Tollowing 
in the footsteps ol Bhaskara (b AD 1114) and 
using primitive instruments he completed at 
the age of 30 his Siddhanta Darpana, con 
taming 2,500 Sanskiit ‘shlokas’ ol various 
metres, including 2dl84 ol his own e omposi 
tion He was looked down upon by his 


Kthatnyn elansmeii, mchidiiq: hi« nephaw^ 
the king, for taking to a brahmanicAl pro¬ 
fession The raja of Pun bestowed on him 
the titles Hanthandana Malupatm In 1893 
the viceroy issued a ‘sananda’ conferring on 
him the title of Mahamahopadhyaya, a title 
normally reserved for Brahmins A year 
before his death, he was sanctioned a mon¬ 
thly pension of Rs SO “in view of the high 
social position ol the Maha-mahopadhyaya". 
with the viceroy explaining to the secretary 
of states for India[l6| 

the case being a curious and inieresimg 
one ot devotion in learning for its own sake 
and the heuicnant governor believes that 
Government m honouring such a student will 
honour itself the grant ol a pension to 
such a student would be entirely m eon 
sunanee with native tceling wc regard the 
pandit s work as no means devoid of interest 
and even value since it throws light upon the 
beginning ol astronomy, by showing what 
can be done bv primitive instiumenis 
In later year S imanta C handrasekhar 
did see through a telescope, and bitterly 
teg retted that he had not had the advantage 
ol si'ch an msTument in his younger 
davsll5] 

In sharp contrast stands the case of 
( hintamam Rapounatha (. harry (1828 80) 
|8 9| who was the son of an assistant at the 
Madias observaiois He loiiied the ubser 
vaioiv as a daily w ijci when still a teenager 
and lose to become ihe lust assistant w.th 
I rnonthls salarv ol Rs 150 His 1867 
discoveivol a V iritbli star R Reticuli is the 
first leeorded disuivery h\ an Indian this 
earned him the liiiowsliip ol the Royal 
Astroriomieal Smictv He sot out to update 
the elements ol tnditional ‘panehangs’ He 
compiled 1 woik III limil entitled Jvotisha 
( hmiumani (hk did not know Sanskrit) He 
at o published in almanac Dng ftanta 
I'amhanfu with the help ol the Nautna! 
\lrnanui ( haiiv yave public lectuies on 
astionoiny and hiouyht out a book on the 
1874 iians.i of Venus I his book explains the 
phenomen >n h\ i dialogue between a 
pindit iiiJ I I idh mu’(an astronomer) 
Oiiiiiiillv wnitii III Ijmil It was translated 
into liiy,li,li in' ihcr local languages 
iiicliiclmc I idii 

It wis only n iiii il that white serving the 
scicniilic mitic I I the British Indians 
should think ol i i cmding to science on 
ilicir own I his i iki us to the thud stage 
ot ciowth cil scicii c in India 

IMJISN RtSI'ONSt SIAIl 

C cmqucsis in InJu inide Britain self 
conscious India li iJ bicii a fabled country 
Its subjugation w i seen as a piool of the 
su(icrioi ilv ol the British way ol life I he 
Biitish therefore set out to impress ihcir 
values upon the i idians There were prac 
Ileal consideration too India was already a 
thickly popul.iied country, where permanent 
white settlement were out el question And 
ifier lilt disastr i is Portuguese experience 
Britain had no init niton of producing a 
nation ol hall c isits U was, iherelure, essen 


(lal to involve Indian* m the talk of ruling 
over India Thus inherent m the Britiih rule 
was the preparation of Indians to eventually 
overthrow that rule 

rhe preparation, slow as it was, started 
quite early In 1774, the company established 
a Supreme Court of Justice at Calcutta. It 
was a revolutionary concept Fbr the first 
lime in the hisioiy of India, there was now 
a framework of taw which did not depend 
upon the personality of the ruler Indian 
lawyers would provide valuable leaderdiip 
in the years to come 

The off shoot of the introduction of 
judiciary was even more momentous it 
became essential for the company to 
familiarise itself with the Hindu (as well as 
Muslim) law[l7] A digest of Hindu law was 
prepared from the ‘pandits’, but no one 
could be found to translate it from Sansknt 
into E-nglish It was, therefore, first 
translated into Persian and then into 
I nglish It was thus clear that Sanskrit was 
not an entirely dead language it had a utility 
value also I his eonveigenec of the practical 
need of the company and the scholarship of 
Sir William Jones brought about the all 
I uropean Asiatic Society m P84, which 
initialed researches into Indologv (Indians 
were not admitted till 1829) 

Muteovtr Luropean men of science were 
fasemated by the mastery ol the ‘pandits* 
in preparing asironomieal almanacs even 
without knowring ihc why of it Thus John 
Warnn a lorntci Madras astronomer and 
a blue blooded I rench nobleman descended 
from Norman the Conqueroi, took up a 
monumental project on south Indian 
ssstems ol tune keeping The work wron 
appioval from the ‘pandits who named it 
l^ala Sankaltta, and showed their apprecia 
non by offering to pav the expenses of the 
wedding ol Warren’s daughter Though 
Wairen had started the work ‘on a call of 
personal friendship the Madras government 
decided to fund it tor its piaciieal value It 
was felt that the work would make Indian 
calendars intelligible to the buiopeans. 
faulitaie a comparison of the I uropean and 
Indian chronologies and thus K ol service 
to gentlemen employed in the Revenue and 
Judicial depaiimenis’ |l8j 

Luropean interest in India’s antiquity had 
far leaching influence on the Hindus The 
discovery ol their past glorv, as ecitified by 
Ihe I uropeans themselves restored the long 
lost sense of self esteem of the Hindus and 
gave them the courage to look the Lmpire 
right into the eye (It also created Hindus 
revivalist and increased their distance from 
the Muvlims) 

During the fii st l(X) years of their lord 
ship over India ihe British introduced the 
Indians lo the t nglish language and 
litcraliire, to western thought, lu India's 
glorious past, and to modern science, and 
education It was now for the Indians lo pnwe, 
to themselves more than to anybody else; 
that ihcs as the inheritors of a great civihsa 
tion were capable of tiecoming full fledged 
members of the world’s science club 
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It became clear to the Indian opinion 
makers quite early in the game that the 
English ^ucation being imparted to them 
was inadequate Thus The Hindu Patnot 
wrote on Apni 6, 1854 “ The end aim of 
their [natives] education is to make them 
cither accountants or letter writers The 
resources of the country will never be 
developed unless the children of the soil 
learn to develop them” 

The role of science as social reformer was 
also noted Rajendralal Mitra (1829 91), who 
later became the first Indian president of the 
Asiauc Society, wrote[l9] in 1854 that “prat 
tical training will be an effectual means for 
the removal of those barriers to progress 
which have been treated by the ancient 
system oi confining the cultivation of in 
dustnal art to particular classes, and those 
the least educated in the community' Mitia 
had just established an Industrial Art 
Society where Indians tould learn practical 
skills[20] 

Here was thus an attempt to create an 
Indian infrastructure of science parallel to 
that of British India Such attempts were 
few, halfhearted, and ineffectual The 
Berigalis believed that since they knew 
Shakespeare as well as if not better than 
the Bntish themselves, their edifisc of 
science should be an extension of, and sup 
ported by, the British el tort ‘Science ap 
plication’ was to be left to the government 
It was ‘science speculation’ that needed 
cultivation 

The leadership came trom Mahendralal 
&Tcar (1833-1904) a poor orphan who owed 
his station in life to svestern education As 
a 1929 biographical sketchll2j of his puts ii 
•The object of Dr Sircar was not to establish 
a technical seminary and thus make his 
countrymen a nation of artisans and 
mechanics, but to diffuse among them the 
ascertained principles of western science in 
the hope that after mastering what had 
already been discovered by the Europeans, 
the Hindus might, in course of time, add 
their own discoveries to those of their fellow 
brethren of the west” 

Sircar was a man of strong convictions 
and tenacity An MD from Calcutta Medical 
College, he had the courage to face profes 
sional ostracism for his advocacy and prac 
tice of homeopathy (He charged Rs 100 a 
day for out-station visits) In 1869 Sircar 
came up with the idea “of a national institu 
tion for the cultivation of science by the 
natives of India”, and enlisted the suppoit 
of Sir Richard Ibmple the lieutenant 
governor of Bengal and “a man of wide 
sympathies, deep culture and high cduca 
tion" Sircar “was well aware thal official 
support was the only key to unloose the 
purse-strings of his wealthy louniiymen 
The enlightened middle class would suppoit 
the project on merit “But the merchant 
princes and landed aristocrats, hungry tor 
title and fame, would slavishly follow the 
foot-prints of the official head of the 
province”(l2J 

Finally, “after six years of restless pro 


pagand8”[I2]. the Indian Association fen'the 
Cultivation of Science (lACS) was in 
augurated in January 1876 The rather 
peculiar name for a research laboratory 
needs a comment In 1876 itself a political 
organisation of the educated middle class 
named ‘Indian Association’ was set up by 
Surendranath Banerjee The lACS was the 
scientific extension of the political 
movement 

lo Sircar's great disappointment, lACS 
failed to materialise as a research laboratory. 
It remained a forum for popular and college 
level lectures In 1891 lACS was recognised 
by the C alcutta University as a teaching cen 
ire 1\vo eminent scientists of the day Sir 
Jagdish Chandra Bose (I858 I9J7) and Sir 
Prafulla Chandra Kay (186I 1944) lectured 
at lACS though they carried out their 
research work at their own college, the 
Presidency C ollegc (on retirement Bose set 
up his own research institute) Another 
visiting lecturer was Pramatha Nath Bose 
a senior government geologist [lOj Bose is 
a good exafhple of the transition from the 
‘peripheral stage to the ‘response stage On 
his retirement from the Geological Survey 
of India P N Dost was offered appointment 
by the mahaiaja of the mineral rich siaie of 
Mayurbham It was Bose who educated Sir 
Jamsetji Nusserwarji Tata on the iron 
deposits of the aiea 1 his resulted in the 
establishment of the Tata steel milt at Jam 
shedpur [lOj 

The lesson was not lost on the Tatas 1 hey 
set up a technical univers tv at Bangalore 
calling It Indian In,mute of Science, because 
the word university at that time had the con 
notation of beint no more than an exainiii 
ing body The Bangalore institute, which ad 
mitteu Its Inst students in 1911 tepicsenled 
the first investment of ‘Parsi money foi a 
general cause, and that too outside the Paisi 
mass base of Bombay The choice of 
Bangalore was made possible bv the 
munificence of the mahaiaja of Mysore 
whose inspectot general of education 
Hormusji Bhabha, (Homi Bhabha's grand 
father) was related to the Thtas bv marriage 
Here the control was British, though the 
students were Indian (Interestingly this 
technical university established by the Taias 
in the heyday of the British imperialism was 
named Indian wheaas the rescan h institute 
set up on the eve of India’s independence was 
named by the Tatas after themselves) 

While the I9th century lACS had failed 
to take off as a research laboratory it came 
111 handy for Chandrasekhai Venkata Raman 
(1889 1970), a Icenagcd Indian govirnmcnt 
official to do part time research in physics 
that led to a Nobel pri/e Ai about the same 
time ( alcutta University was transformed 
into a posigiaduate studies and leseaich ceti 
ire by Sir Asutosh Mookerjee (1864 1924) 
(21] who was the university’s honoiary vice 
chancellor during 1906 14 and 1921 23 
Moukerjee was appointed a high court judge 
in 1904 Farlici he had written research 
papeis in mathematics under his pre 
anglicistd name and had given lectures at 


lACS HeturnedtoliwoiitywhnihefaHetl 
to get an appointment at lACS (which had 
no money) or at the Presidency College 
(which would not offer him the same status 
and pay b« it did to the Europeans) As vice 
chancellor, Mookerjee persuaded wealthy 
Indians, especially lawyers, to make en¬ 
dowments to the university for setting up 
(1914) tlie University College of Science and 
Technology where the professorships would 
be held bi Indians themselves Raman 
resigned his government job to become a 
professor at the university, in the pioccss his 
salary went down from Rs l,l(X) to Rs 6(X) 
pci month (22] 

The pinnacle of Indian response to 
modern science was the path breaking work 
of Raman Mcgli Nad Saha (1893 19%) and 
Satyendra Nath Bose (1894 1974) it is im 
portant to keep in mind that these spec 
tacular achievements werr made possible by 
a fortuitous combination of factois Those 
were the days when frontline teseaich was 
just a short step ahead of MSi level studies 
Thus Saha and Bose lianslated Imsteins 
Cierman research papers on rclafiv itv for use 
as course material (This was the first 
translation of Finstcii into 1 nglish) 
Secondly experimental sciences wen at a 
stage where they required elementary in 
fia trucluial suppoit Indii tiial hack up 
needed foi icseari hes ol I < Bose P t Rav 
and C V Ram in was easily a ailable in the 
country It wa science application inder 'he 
aej IS of the Hi itish lndia.i j ovi mment that 
made scieiKc speculation bv Indiar s possi 
bit finally the takeoff <tij.e of medern 
phvsics coincided with thi peakirij if Indien 
nationalism Sciente was seen by I idians i 
an eMension ol their freedom troggli 
Making scicntii discoveries .equires a cei 
lam amount o' defiance Ihe upj icssed 
anger against the toloniii uiers provided 
that defiance 

ParadoMcally whili Indian arh<evenien’ 
in science were perceived as a svmt il if 
iiationalism it the satiie t me thi h mo is 
btsuiwtd by ihi t ilonial iiilirs wer< svtttd 
and even flaunltd (H ( K ly o pr >l> driy tlic 
only exception) 

The most extraordinaiy example of Indian 
response to modern siienec iv the tollege 
dropout eieative mathemaiiial genius 
Srinivasan Ramanujan (1887 1920) whose 
iiiiioduction to modem mathematics at the 
age of 13 began and ended with Carrs 
Svnopsts of Pure Mathematics which a 
It lend borrowed for him from the library of 
tht povciiimcni college at Kumbhakonam 
[21] f ortunatcly, there were around men of 
science who had the sense to pul him 
in touch with (he mathematicians at 
< imbridge 

A corollary of sciences being treated as 
an extension of the nationalist movement 
was that it was seen as a pure intellectual 
exercise, rather than as a means towards Ihe 
production of wealth Thus J C Bose refused 
to patent his discoveries (20), and when 
patents were obtained in his name refused 
to encash them Later when Sir Shanti 
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Smmp Hhtnapr (IWM'IMS) received « 
kise niin of money from induitriti eon- 
nilteney, he (tve it awiy to his university, 
mainttining [24], in the words of his son, 
that “scientific work loses itt altruistic and 
truly cultural character if the worker 
beeves money-minded and b^ns to get 
financial benefits ftxr himself’. The only 
exception to science-as-a-cultural-activity 
syndrome was P C Ray who advocated the 
couphng of scientific research and industrial 
production, and himself set up a number of 
production units. 

It is interesting to note that saence meant 
dilfeieiu things to different people, depen¬ 
ding upon their social and cultural back¬ 
ground. 'Ib Raman, bom m a caste associaled 
with learning, science was a means of 
establishing a ‘guiukul* on his terms. Tb 
Saha, born in a caste considered socially 
backward, sneme was an instrument of 
social change Iti Komi Jahangii Bhabha 
(1909-66), born outside the caste structure 
but like Nehru an anstocrat by upbringing, 
science meant building national institutions 
undei the auspices of independent India's 
government 

CRHiyui 

We have argued that the production and 
growth nl modern science in India was en 
couraged bv the Biilish with a view to tur 
thenng c olonial mtciests Thus the British 
sp'wso'ed science bv the vriy reason ol its 
oiistenrc, was field science. Geography, 
geology and geodesy, bouny and zoology, 
archaeoi.'igy, methane and even astronomy— 
ail these stemmed from the physical and 
cultural nOveliv of India This saence was 
colonial in the sense that its agenda was 
decided tin giounds of political and com¬ 
mercial gain But the studies made in India 
could not have been carried out anywhere 
else The European scientists at work in 
India fell and acted like pioneers in an exotic 
land and were not always on the best of 
terms wuh their rounterparis back home. 

The role assigned to the Indians in this 
stale science was clcar-cut They were to pro¬ 
vide cheap labour which they did most con- 
sciailiously 'since the natives generally knew 
their place, theic was a general encourage 
ment to them trom their British bosses 
Lambton, and then Everest, took good care 
of their siati Everest got a native Syed Mir 
Mobsin Hussain (who did not know 
English) appointed as the head of the 
mathematical instrument department and 
insisted on his bang given the same designa¬ 
tion as his British predecessor, if not the 
same salai v The Madras astronomer con¬ 
tinued his chief assisunt Ragoonatha 
Charry in service (even after he had become 
senile) so that he could get full pension 
benefits 

The westernisation of the Indian middle 
class was as much a matter of satisfaaion 
to the British as was the physical subjuga¬ 
tion of India It was to be expeaed that an 
Empire would show some respect for the 


Republic of Science. When the IndiMS 
decided to do science on their own initiative; 
they received encouragement, if not money, 
from the British. Thus J C Bose was retired 
on full salary, and Raman was knighted 
before he got ‘Nobelled’ The success of the 
British in projecting themselves as the 
patrons of science as well as of the Indians 
can be seen from the fact that even today 
Ramanujan is introduced as the first Indian 
Fellow of the Royal Society, while in reality 
his fellowship is more a tribute to the good 
sense of the soaay than to him. 

We have distinguished here between 
European scientists engaged in government 
soence, thar native scientific assistants, and 
the Indian scientists who were full-fledged 
members of the 'Club of Science' Our model 
differs from the one given by Basalla |2S], 
which romantiLises science and tnvialises the 
compulsions of tolonialism The develop 
ment of science and technology in the west 
did not take place in a vacuum It was direa 
ly linked to the colonisation of India, which 
financed the whole exercise and in return 
received fringe benefits 
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DMOBMOW __ ' ' 

Mandsm and Crisis of Communist 
Ideology 

Kian lUbaUiah 


RAJENDRA PRASAD’S questioni^ of the 
historical relationship between the ideology 
(marxism) and organisation (the pr^y) of 
the communist movement in India and 
dsewhere in 'Conununist Theory and Com¬ 
munist Parties’ (EPW, March 30), raises a 
number of issues of central importance for 
a progressive political agenda today. He 
poses the question of whether intellectuals 
within the party have a legitimate space for 
theoretical discussion and innovation. In 
other words: who has the right to interpret 
Marx? He implicitly critiques communist 
parties which by being clostri off to consti¬ 
tuencies, Issues and theories that have emerg¬ 
ed from the ‘outside’, have all too often 
been an obstacle to further theoretical 
development. 

But this raises a further set of questions. 
Either his critique refers to the tendency 
towards ossiflcation of organisations in 
general irrespective of their ideology—in 
which case it tells us little about the speci¬ 
ficity of Marxist/communist parties. Or 
there is something particular to Marxist par¬ 
ties which gives them this tendency towards 
rigidity and dogmatism—in which case we 
have to look not only at the organisational 
form but the theory articulated with it. The 
first case would require a comparative 
sociology of organisations. The second op¬ 
tion leads us to consider the theory of Marx¬ 
ism itself. I propose to follow the second 
path. I want to radicalise the critique of 
organisational form and focus on the dis¬ 
course of Marxism itself, for it is there that 
I believe that the crisis of communism lies. 
The following brief remarks are intended to 
contribute to the reinvigoration of a 
democratic and socialist projea, not bury it. 

A recent article examining the “confusion 
and demoralisation" of the Indian left, con¬ 
cluded that, “at its rcxrts the crises facing the 
Indian communists is one of the crises of 
communist ideology itself’. Few people 
today would disagree. Marxism’s strength lay 
in its claim to be a critical theory with prac¬ 
tical intent: a theory, in Marx’s famous 
phrase with which to not only understand 
the world, but change it. If Marxism’s claims 
are no longer convincing, what is at the root 
of the crisis? 1 will attempt an answer by 
looking at three themes; the Marxist con¬ 
cept of class and politics, its usefulness as 
a guide to economic, political and social 
policy, and its prophetic vision of a future 
society. 

Since we immediately run into the pro¬ 
blem of what Marxism ‘really* is, I want to 
make the simplifying assumption that Marx 
meant what he said and propo.se the follow¬ 
ing as a working definition. Despite varia¬ 
tions, ril Marxisms must share one fum 
damental claim; that the emancipatory 
political project (however defined) of con¬ 
temporary society (however defined) is 


tooted in a single agent, the working-class 
(however defined). In other words, it 
privileges one political identity, (the 
workir^- class) anchored in one type of ac¬ 
tivity, praxis or labour, as constituting the 
agent of socialist transformation and the ad¬ 
dressee of its discourse. Marxism (a way to 
change the world not only to understand it) 
stands or falls with the viability of this 
position. 

THE QUESTION OF ‘CLASS' 

Marx's fundamental concept was that of 
‘class*. It provided the key for the diagnosis 
of modem society and inequality; capitalist 
society (including forms of politics and 
ideology) was based on the economic 
exploitation of one class by another it pro¬ 
vided a practical-strategic guide by identi¬ 
fying the group that could liberate itself and 
all of society from this oppression; a unified, 
conscious working class acting ‘for itself. 
And it provided the philosophical-utopian 
vision for the future liberated society: the 
free association of the producers, a workers' 
democracy, engaged in unalienated labour. 
Together with a theory of history as a series 
of class struggles, and of human nature con¬ 
stituted through the ‘praxis' of human 
labour, this vision added up to more than 
a theory—It provided a formidable world¬ 
view inspiring the international communist 
movement, workers’ movements in many 
countries and countless other struggles 
against oppression and inequality. But there 
are at least three reasons—conceptual, em¬ 
pirical and normative—to think that this 
framework can no longer provide a guide for 
a progressive politics in the contemporary 
world. 

For Marxism ‘society’- is conceived of in 
the well known metaphor of an economic 
base and a political/ideological sirperstruc- 
turc. The ‘real material' base, in which 
economic classes of proletariat and capitalist 
confront each other, determines the 
supersiiuctural elements of the state and of 
ideology. I ibcral democracy is really 
bourgeois democracy, and the leading ideas 
of society—say, talk of morality or legal 
rights or freedoms—are the ideas of the 
ruling class. This theory thus privileges the 
economy, the relations of production, in two 
crucial ways. First, private property is 
privileged as the conceptual key to unlock 
the real basis of political forms. Second, the 
actors in that sphere, the working-class, are 
privileged as the bearers of a progressive 
politics and a socialust—that is to say 
emancipated-society, identities such as caste; 
gender or nationality are therefore secondary 
for the socialist project. 

If it is pointed out that politics and 
ideologies can in turn determine and affect 
the development of the economy, the 


response is that politics and ideology have 
a relative auumnny from the economic base 
but ate ‘in the last instanced determined by 
them. But as a theoretical proposition this 
is incoherent: something canniH possess 
(any) autonomy if it is ultimately defonrined 
by something else As soon as it is admitted 
that in principle; any sphere of society can 
affect any other, then this use of the 
metaphor of base and superstructure loses 
its meaning. TWo conclusions fdlow. First, 
political processes and ideologia caimot be 
analysed as reflections of class processes; 
and second, no one identity has an a priori 
progressive character: we do not know in ad¬ 
vance the ‘objective’ interests of any group, 
in this’case the proletariat as the gravedigger 
of capitalism has no coherent theoretical 
justification. 

Vk can perhaps add a brief note regarding 
the question of the party and organisation. 
It should be clear from the above that the 
concept of objective interests is fundamen¬ 
tal to the Marxist political (world-historical) 
project and is the basis of its claim as a 
‘science’. But if interests (such as a factory 
worker’s interest in overthrowing capitalism) 
arc objective, who then has access to this 
knowledge? And what if ‘this or that pro¬ 
letarian' is not aware of this interest? It is 
not difficult to see that once interests are 
defined in a cognitive rather than discursive 
form, then an institution or persons can 
claim to possess this knowledge From here, 
there is a strong tendency towards the guar¬ 
dianship by a group of leaders of what is 
or IS not m other people's interest. It is in 
this way that a certain rigidity and 
dogmatism, although not inevitable is 
strongly present as a possibility within Marx¬ 
ist discourse. Once the moral or normative 
questions of right/wrong, good/bad are 
assimilated to epistemological questions of 
truth/falsity, then the sphere of democratic 
public discourse is trimmed down to the 
domain of intellectuals either possessing or 
not possessing the ‘truth’, whatever the con¬ 
tent might be. 

A 

Returning to our previous point then, we 
can say that the conceptual identification of 
the objective agent of revolution cannot be 
a scientific operation of ‘discovery’. 

But let us suppose that there were no con¬ 
ceptual difficulties with the idea of the 
primacy of the economy and the working- 
class Could these propositions find em¬ 
pirical support? The Marxist notion of class 
struggle was always accompanied by a 
sociological hypothesis: as a result of the 
laws of capitalist development "society as 
a whole is more and more splitting up into 
two great hostile camps, into two great 
classes directly facing each other- 
bourgeoisie and proletariat". This is because 
industrialisation would bring together 
masses of workers at the point of produc¬ 
tion and modernisation would diminish the 
importance of Traditional’ types of associa¬ 
tion (such as religion, conununity, ethnicity) 
for those who must enter the labour market 
to survive. (This latter conception is also 
shared by many liberals who argue for ex- 
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Not only hu this sunpiirication of the 
lodal structuK not occurred but there b 
strong evidence to suggest that the tack of 
homogeneity of the supposedly normal 
category of the standard employR is not a 
remnant and residue of pie-modem social 
structures but is in fact, creaud in the pro¬ 
cess of modernisation it^f Examples such 
as the distinction between the so-^led in¬ 
formal and organised sector labour markets 
created in part through the introduction of 
new technologtes and skill requirements, and 
the enhanced ability of administrative and 
political structures to target speafic employ 
ment groups (such as ui reservation policies), 
are all indicauons of labour market segmen 
tation as modern phenomena 

Therefore the antiupation of a confliit 
between two homogeneous collectivities— 
the basis of class warfare—has little em 
pineal support Rather the expenence of 
deprivation is characterised more by multi 
pie and overlapping cleavages that run both 
across soaal classes and through individuals 

But let us suppose that there were neither 
empincal difficulties with the idea o( a 
unification of a ‘working-class* nor concep 
tual problems as discussed above \Vould a 
progressive agenda today want to pursue 
such a pioiect of proletarian revolution t 
This normative dimension has been put in 
to sharp relief by. above all, two expencnces 
the communist bloc countries and the pro 
literaiion ol struggles (both in India and 
elsewhetei such as the women's, racial and 
ecological movements that go beyond the 
coniines ol a woiking class identity 

Marxism views human nature as con 
stituted in the reciprocal iiitciaction of 'man 
and nature thiough the process ot produc 
tion In a fundamental sense what it means 
to be human is embodied m that act ot 
labour Rut where labour is now alienated 
from ‘man emanripatiop means the return 
of these essential powers’ back to ‘man It 
IS not arbitrary then that the utopian vision 
inspired by Marxism has centred around the 
ideas of a lassless society, the association 
ot the fiec produceis unalicnated labour, 
the dictatorship ol the proletariat, wo'kers' 
democracy based on factots councils and 
so on 

But we mav ask why just a workers 
democracs’’ I he response since everybody 
will be a ‘workei this can only represent Iht 
universal interest 1 he probIt m with this is 
not only the practical issue ot iticre being 
groups outside o( rmplovmeni hut the more 
worrying idea that humans are fundamen 
tally given by one identity, which will be 
revealed in the future society f or one of the 
cornerstones of any society that wishes to 
expand options and allow individuals to 
explore diverse identities, is the defence and 
encouragement of dtfference and plurality, 
both within individuals as well as between 
groups Indeed, the very project of linking 
the universal interest with any single 
soaological group (be it a class, caste, gender 
or whatever) is no longer a convincing basis 
for a radically democratic and pluralist 
project 

Any progressive movement that wants to 
take democracy seriously must uke dif- 


fntiiw seriouily. But instead of foutv^ 
idea of a radical plurabsm, Marxism has 
tended to do the opposite. Is it an accident 
that other identities and struggles, such as 
gender and caste, have been so absent from 
the theory and practice of communists and 
Marxists^ If not, then the adequacy of the 
theory employed by the left must now be 
seriously questioned 

Marxism and Policy 

Why has the left been unable to provide 
a plausible set of policy alternatives m theory 
or in practice for the complex of issues 
relating to the economy or the state in con 
temporary societies’ Any movemeni that 
wishes to influence the directions and con 
tents of policy decisions to appeal to a wide 
base of support foi these policies, and noi 
surrender the field to nco conservative and 
authoritarian agendas musi provide a 
c*oherent analysis and strategy tor the relorm 
of the economy and the state 

f or the last 1 SO vears Mai xism has set the 
terms ol dcbaii loi the left concerning two 
rentral policy issuis the economy and the 
slate The criticism that it has focused on 
the negative iftccis of the market and the 
misuse of [hiw« r has been indispensable and 
arguably wiihoui peer Nevertheless it has 
been unabli to liiltill its own claims to sec 
them both in ih<ii negative and positive 
aspals This is bnansc Marxism views these 
modern instituii ns in a way that leads to 
their categoiic il iiji>.iion instead ot a selcc 
tivc appropriation I he marktt is viewed as 
the site of proin set king capitalist' as the 
aren i when an oth< iwise co operative com 
munitv of woiktr arc pitted against each 
other through tonipctition and above all 
as the expres ion o! the underlying class rela 
tions of exploitaiion Money is the reified 
symbol ol alien ued human labour power 
made absira t ^^d the state, in the well 
known ytords ol 1 1 < omiminiM Manifesto 
isbm icominiiiti toi managing the t oni 
monallairs d ihe whole bourgeoisie’ since 
the latter has ..oii)ucred (or itself in the 
modern rcpicsciitmvc slate exclusive 
politiial SW.IV I hi instituiions of the 
modern dcniitritic stale—parliament 
judiiiaiy hurtiiiiiacv lights, etc arc 
thenfotc I'p fulf Ibev 

mask whii IS 1 essence btMirgetiis 
dcmeicracy 

Now what IS son mon to both these posi 
tions IS ih* II n i il mg character I hey sug 
gest that III the market and the state, wc art 
(ontitinted with n iihin/t but the manitcsia 
lions of the late st si rsion of class rule and 
oppression Ir iJitional feudal scKial siruc 
lures have laigcly bo n ‘or will be) destroyed 
by capitalist dculopneni and have given 
way to these iii w hums of exploitation and 
alienation But i is totalising because fiom 
this pcrspeitivc we irc unable to distinguish 
between the d iriMion ot traditional forms 
of fife on the iie li end, and the distortion 
of post traditional loimsof life on the other 

The market end the state are areas of 
social life that have been differentiated out 
from other sixial processes, crysullising into 
‘quasi natural svstems with their own laws 
and logits This i what we mean when we 
say lor example that money and the 
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economy ‘woii behind our backs*, tiuou^ 
the famous invisible hand and that potibcal 
parties or bureaucracies develop their own 
momentum and interests On the one hand, 
through this autonomisation, these sub¬ 
systems achieve a greater level of efficiency 
and complexity—in the regulation of 
economic activities or the administration of 
social life— as a result of internal specialisa¬ 
tion and rules of operation 

On the other hand, Marxism views these 
historical results with suspicion it correct¬ 
ly highlights the pathological effects of this 
development e g, economic crises, matmal 
impoverishment, the tendency of dmocratic 
bodies to ossity or represent only particular 
interests, etc However, it cannot theorise the 
poitttve potential ot the increased ‘rauonali- 
ty’ ot a market co ordmatmg vast and com¬ 
plex a onomic activities thereby harnessing 
greater material productivity Similarly, it 
cannot theorise the positive potential of the 
greater raiionality of autonomous political 
and administi alive abilities in organising 
(some aspects oO social life under uiuver- 
salistic principles In fad Marxism views (he 
separation of the economy and the represen¬ 
tative state from the control and concrete 
interaction of a community ''f individuals 
as a sign ol the alienation of social life. 

Since they are both seen <)s expressions’ 
ot underlying class relations on/v, and if 
revolution means the elimination of these 
relations ol exploitation it logically follows 
that revolution also means t.ie elimination 
ot the institutions of the market represen 
taiivf democracy specialised bureaucracy, 
etc, m tolo I he lunctioning of the 
economoy and the state should be absorbed 
back into community htc itself Direct 
democracy comes closest to capturing this 
alternative the association ot the free pro 
ducers will organise collectively both 
society’s laboui and production as well as 
the administration and legislation of rights, 
conflicts tic without the mediation of dif 
lereniiated institutions ol the economy or 
the state li is not coincidental that l.enin 
would claim that alter the overthrow of 
capitalism ‘any cook can govern Nor is it 
coincidental that stKialists lor so long have 
turned red ai any meniion ot the market, as 
a concession to capitalism 

It should now be clear whv the letl, in or 
out ol power has been so much at a loss 
when conlruntcd with policv questions con 
ccinmg liberalisation, privatisation increas 
mg government control, etc I he historical 
experience ot the ccniiatly planned 
economies provide strong ex'idence that 
markets cannot be eliminated without severe 
disruption ot economic etticicnev And the 
experience ol recent movements against the 
wcitarc itaies ol western I uiope and United 
States ai I cniicism ol e:ynical ‘vote 
banking by Indian political parties, 
demonstrate that the i se ol stale power to 
organise many aspects ol scKial lile in 
addition to the economy produces tis own 
crises 

But ihe left approaches the question of 
the market and the electoral system in an ad 
h(K manner faced with the inenia of money 
and power as principles organising social 
life, the communist parlies engage in 
economic policies and contest power 

t»3f( 



tkfoa^ electioiu alithc-wMIe demHUidm 
both u capitalistic and a boorgeois sham. 
This incoherence has not hdped these 
panics’ credibility with their potential con¬ 
stituents. The left’s reliance on Marxist and 
Leninist assumptions about the economy 
gmd the state appears therefore more as an 
obstacle than an aid to a renewed vision of 
h radically democratic, pluralistic and 
socialist agenda. 

LEFT, UTOPIA AND REVOLUTION 

Mario Wrgas Llosa recently remarked 
that in politics utopias ate a very dangerous 
thing. Utopian thinking has pnxiuced great 
iiklividuals and works of creative genius. But 
in politics (his main target being Marxism 
and communism) the striving to realise an 
ideal system leads to a failure to confront 
problems of the present. This can only lead 
to disaster, as the experience of the com¬ 
munist model allegedly shows. 

Now while we are not forced to accept the 
neo-conservative alternative of the ‘end of 
history', so popular today, I do believe that 
h U incumbent on socialist to question the 
utopian revolutionary discourse of much 
radical thinking. The humanitarian and 
egalitarian aspects of the Marxian socialist 
tradition are vital to any renewed radical 
movement. But two elements in particular 
in the socialist project are problematic and 
require revision; the totalising character of 
htoxist theory and the Jacobin strategy of 
revolutionary rupture. 

Marx was unable to deliver convincingly 
on his intention to analyse history dialec¬ 
tically, that is to acknowledge the positive 
contribution of capitalism to world history 
while identifying the means to transcend it. 
By making production the central category 
of social analysis, human nature and a 
utopian vision, two things follow. First, 
Marxism only recognises the increased 
material productivity of capitalism as an 
evolutionary gain over previous societies. 
Normative features such as law, forms of 
democratic opinion formation, religion, etc, 
are either reduced to the economic base or 
they are ignored. Secondly, by tracing the 
complexity of social phenomena and institu¬ 
tions back to the ejass processes of com¬ 
modity production or wage-labour, even in 
the final instance, it becomes impossible to 
^stinguish between contemporary society as 
a result of the destruction of traditional 
forms of life on the one hand, and the 
distortion of these post-traditional forms of 
life on the other. Since we cannot dis¬ 
criminate between institutions of modernity 
and their bourgeois versions, then any post¬ 
bourgeois order must necessarily mean a 
U»al and apodictic break from the present. 
This ‘Jacobin’ imaginary has been the foun¬ 
dation of the usual distinction between 
reform and revolution; anything short of a 
root and branch transformation is merely 
reformist, a selling out. 

But this totalising perspective has led to 
a paradox. By devaluing as it were, the pre¬ 
sent, this leaves only two contrary, and 
equally inadequate, options for the 
transcendence of contemporary alienation 
and social oppression. Either through a 
utopia of the past which romanticises 


previotis forms of soddi omndi^dioii. 
tured in such slogans as ‘bade to naturef; 
‘small is beautiftii*. and so On or almrnstive- 
ly, through a utopia of the future which im¬ 
agines a society entirdy discontinuous with 
the present. This double utopian flip-flop is 
the paradox faced by totdlsing rejections of 
the present. 

Now if we reject these two options, several 
conclusions follow. First, the reform/revolu¬ 
tion distinction—in its traditional meaning 
of demarcating reforms which lead to ‘real’ 
social change from those which do not— 
must be discarded, in principle, any reform 
must be evaluated in its own terms and can 
be articulated within a larger political pro¬ 
ject. The mythology of proletarian revolu¬ 
tion cannot be counterpoised to social 
democratic reformism. A radical democratic 
project must try to extend and deepen 
egalitarian and universalistic principles of 
argumentation and consensus formation in 
a reactivated public sphere that is sensitive 
to the multiplicity of particular traditions 
and cultures. This greater reflexivity 
encourages the equal participation of groups 
and individuals. This mean:;, secondly, that 
in principle any area of society—not only 
the economy or the state—can be a site of 
the radical contestation of power. A renewed 
emancipatory project must embrace as many 
struggles as possible: class, gender, caste, 
ethnicity and so on. It cannot be restricted 
to a socialist working class project alone. 

A further consequence of this ‘multiplicity 
of the social’ is that the idea of society as 
a kind of macro subject with a fixed 
centre—cither in the economy or the state— 


niut gM to this hiM df to) cffm 
multinodal complex that cannto ‘direct 
itself along the liberal or social democratic 
model, i e, by means of the market or the 
state. Society developed a certain self- 
consciousness as it were when it became 
clear that tlm economy had split off and that 
its crisis tendencies needed to be controlled. 
This universal will embodied in the (Keyne¬ 
sian or socialist) state would then regulate 
economic life. But it has now become ap¬ 
parent that not only is the economy not 
amenable to this kind of control without loss 
of economic rationality but the state itself 
has split off with its own momentum and 
dynamics and must be controlled in its turn. 
The type of institutional arrangement that 
can address these problems is one of the 
challenges facing the left today. 

What then of utopias? is there a way to 
reconcile the recognition of some present in¬ 
stitutions as necessary for a democratic 
society with a vision of the future a.s distinct 
from the present? A project of creating a 
public sphere that is open to the multiplicity 
of culture.s and identities; is sensitive to the 
destructive effecfs of the economy and the 
state yet able to steer these spheres in a direc¬ 
tion that itself does not endanger the in¬ 
crease in options that they can bring, 
requires a normative orientation that is more 
procedural than substantive and that no 
longer sees this as anchored in one single 
mechanism of money (market), power (state) 
or community. The way these three institu¬ 
tionalised ‘re.sources' are brought into synch 
with each other is a challenge that the left 
faces today. 
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The Budget and Structural Adjustment 

The fiscal management undertaken m the budget for 1991-92 raises a 
number of important issues Is the linance ministry’s perception of the 
inrp^ct of the liscal parameters on macroeconomic variables correitT 
dirtni proposed steps constitute the right cure lor the macro 
/ ^bal^es'i And, finally, does the budget try to minimise the 
! ’s^stij.y adjustment without sacnlicing the basic short and long 
Jl^un C^^tives'' 1977 

Against the background of recent economic policy measures which will 
be ;Jiighly inflationary, will slow dojvn investment and will hurt the 
prjftr, the budget leaves the larger issues in the fiscal sphere 
tlnaddressed 1993 

The likely impact of the budget has to be judged along with the effects 
of the devaluation, the compulsion to increase exports, the pressure of 
increased costs on puces, the likely increase in foodgrain procurement 
prices, the lagged effect of past inflationary pressures and the 
impact o( the relatively weak monsoon 19#9 

I 

Ih*' budget proposals are suipiisingly cautious in carrying forward 
the liberalisation programme in (he area of fiscal policy 20IS 

The budget’s response to the Iconomu Survey’s call for a “serious 

cffori 10 introduce corrective measures through hard decisions 

and dilliculi choices" is a leeble one 1999 

1o bridge the gap between domestic saving and investment there was 
need lot a purposive attack on ‘dtssaviiig’ b> government and a serious 
effort to increase the savines of the communitv bv stimulating 'local 
area planning ihiough devolution ol both authoiitv and finance 
The eieatest lailine ol the bndett is in these aicas 2IIII 


Kiitist 

I he notion ol JeiiioLiaev ulikh 
intoini' bulli llic priv ikiii inoili.K ol 
dcvciopiiiciii ihi Ntl’iiivtan ouc 
,ind llic nuikci oikiiicd one heiiii’ 
inipleiiicnicd lodav i> an 
iiistninicntal clilisi one and this has 
coniributcd to disc n dll mg the 
political svstcin Pllkt 

Ijearning fnriii Nomura 

Th( startling revcianoris about the 
doings ol the luo largest lapanesc 
scciiiilics houses whose heads have 
been torced lo tcsign, hold 
mans lessons for us 1918 

('hunduru IVIassaon* 

Lcoiiomie dispanlies do not piovidc 
a scillicieni explMiiaiiun foi the 
massacre ol Dahls ni Chiinduru in 
Andhra Pradesh earlier this 
month l%7 

Drug Policy 

Not many people are perhaps awaic 
that the government’s drug j riles 
which aliccis th'- health ol millions 
ol people, IS formulated not by the 
health ministry but bv the mimsliv 
of leriilisers and chemicals I9fc.l 


bconoiiiit's of ll 

11ll aspiialions ol the emerging 
iniddh bourgeoisie in the Hindi 
heartland mas be one reason whv 
the UJPs demand lot ending Article 
170 in respect ol kashmii is gelling 
widci response 1959 

Price Signals 

Ihc latest ptice tiends bcai the clear 
impiini ol the devaluation and 
llic budget proposals 1957 

Unprotected 

Indian laws, criminal or laboui, oiler 
liiilc proicciioii to women against 
sexual harassment at the 
workplace 19<>S 

After Apartheid 

The legal scailcikhng i>l apartheid is 
bung rapidiv removed, but lew have 
begun to lace up to the costs 
)f real social change in 
Soiiiti \tiica 1971 

Thn*atcned !Vlono|)oly 

Kabindraiiaih lagofc is to be 
k linked liom Viswabharait, the 
Vatican and the Hope aie to cease 
10 be inseparable categories 1951 






LETTERS TO EDITOR 


Biased Interpretations 

FHF main point of the authors Gcctha 
and Rajadurai (/ PM' lunc 29) seems to 
be that a party (DMK) which w'lth all its 
shortcomings was trying to uphold anti 
Brahininism and social jii ticc and as 
far as the authors aic concerned these 
terms arc synonymous as well as lamil 
nationalism' has been done down by 
various rcactionatv elements (obsioiislv 
rcaclionarv since they were opposed to i 
party with all these Miiiiesl But equ illy 
obviously tuamajuiiiy ot the cltiioialc 
facing pniblems of poverty lack ol employ 
ment opportunities giowmg law irid 
ordei problems urban stagnation etc 
anti Brahminism was not a sulfieient 
rallying ery to vote lot the DMK and the 
report lails to make a lueiition ol the se 
taelors even in passing 

Besides what is Brahminism’ Is it 
limited only to the Brahmins’ I liiist 
easteism is not the prerogative of Brah 
mins alone as all accounts ol ittaeks em 
Hariians in Tamil Nadu and elsewheie 
prove I VK quite rightly and tustiliably 
focused on the Brahmin as the apotheosis 
of all caste based domination in order to 
mobilise the under piivileged castes and 
to piomote social reform political panics 
have used this over simplilieation lor 
political purposes But one would expect 
more depth and subtlety I'om leputed 
researcher s 

One ol the obieelionable ispeets ol this 
kind ol reporting is the use ol c due 
loaded words to pioieet i ilesned im qe 
Ihus li Brahmins wide to the newspapeis 
on issues which thieaten (in then opinion) 
their identity interests ot suisival it is 
‘blatant caste ism But ere such ehimiels 
not open to tyerybeuly to voiee then eon 
cerns whethei valid oi misguided’ It is 
not clear by what norms of demoeritie 
lunetioniny the authors think that such 
methods ol attieulatioii should he eonlin 
ed only to the chosen people who have 
seen the light 

A last note ol piotesi oi eyeit out 
lage IS diieeted at the sell pioelaniieel 
light of the aiilhois to delinc laniil oi 
Diasidian cultute as something lioiii 
which Brahmins aie automatic ally exelud 
ed, which not only shows a pool nndei 
standing ol ihe hisiois ol Tamil euliure 
and literature but also laises questions ot 
when and how cullurd assimilation is le 
eepted to have taken pi lee in a pluralistic 
society {II one were to t ike such xeiiop 
hobia to Its logical coiielusioii all Diaci 
dians should siail yetting leads to niose 
back It) Moheniodaio ind Maiappa ind 
all Aryans to ihe west le isuig India to the 


‘original’ inhabitants') 

All these questions are raised with an 
ultimate sense ot the futility of such pro 
test, since the standard reaction to ail 
eountciquesiion is to brand it ‘easteist 
Sadiv the puisuit of dispassionate in 
lellectual inquiry and debate seems to be 
lost amongst us 

Kanakm \iha Mt Kt M) 

Hyderib id 

Revi\ing Shibboleths 

IT IS unfortunate that V (leetha and 
S V Rajadurai in their article on Dravi 
dian Polities I nd of an Fra have gone 
back to shibboleth to explain Ihe defeat 
ol Karunanidhi’s DMK in the recently 
held lamil Nadu elections I hey sec 
Biahmiii hegemony, BJP conspiracy and 
Sankaiaeharya s evil hand in crushing the 
lanni masses 

Geeiha and Rajadurai do not seem to 
realise that Tamil Nadu is not Bihai and 
that elections have been free and lair with 
no clement of beK'th capturing at all To 
claim that the less «han T per cent ol the 
population (Brahmins) ganged up against 
the rest is ridiculous Tamilians voted as 
lamilians and they preferred ADMK 
( ongress(l) alliance to the DMK C PM 
CPI ID ML alliance Where is the 
Brahmin hegemony’ fhe foremost 
Fnglish daily from Madras Thi Hindu 
supported the National front DMK 
alliance ihioughout The popular 
newspapeis Daih Thanihi and Malai 
Murasu are not Biahmin owned or run 
Some of the leading Brahmin mtellcetuais 
of I amil Nadu like S Guhan N Ram and 


V Athreya had supported the DMK-led 
alliani e If the ADMK-Congress(I) front 
fielded Brahmtns in the elections, so did 
the DMK-CPM CPI JD-ML front 
For all practical purposes, Brahmin 
hegemony in Tamil Nadu died decades 
ago Brahmins are like any other group 
with a tew affluent, and many struggling 
to get on It IS not good political analysis 
to exaggerate their role or importance 
1 hat Jayalalitha is Brahmin bom is more 
an accident than any indication of 
Brahmin hegemony Had she been a 
Mudahar or C hetliar oi Vanniar or dalit, 
she would still have come to the top That 
IS the natuie of democracy People vole 
toi those in whom they have confidence 
f mally a word aboui the alleged arti¬ 
culation of subaltern interests by DMK 
1 et the authors go round Tamil Nadu 
y illagcs and see for themselves what havoc 
DMK lunctionaries belonging to the 
dominant newly at fluent backward castes 
like Ihcvais Nadars, Vanniars, 
Cioundeis and so on have done to the 
teally downtrodden i e, dalits and the 
poor among the rest of the population 
That almost every single woman's vote 
went to the ADMK Congress(l) combine 
tells Its own story If anything, the results 
of the Tamil Nadu election shows that 
easleist/communalist polities have been 
given a resounding negative vote The real 
tragedy is the decimation of the left par 
ties (hanks to their opportunistu associa 
(ion with a blatantly anti people easteist 
outfit like DMK and communal parlies 
like Ml (latil) 
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End of the Road? 


C AUGHT between aggressive but foolish ‘hdrcllincts 
on the one hand and crafty tacticians at the opposite 
end on the other, Mikhail Gorbachev’s pragmatic cKcr 
CISC of socialist renewal appears to be incxorabl> heading 
to Its unceremonious end 1 he direction ol this trajectory 
was perhaps predetermined by many weighty variable' in 
the complex concatenation in the historical situation the 
ill considered misadventure of the ‘gang of eight' has only 
hastened its pace 

When he had first issued the call for a ‘societal revolu 
tion’ at a small Siberian town about half a decade ago 
Gorbai hev obviously had no inkling ol the task he was 
going to undertake, more to the point as it appears to 
be cleat now he had no mote than the ha/icst definition 
of the task itself In his simple formula of that time a 
(ombination of ‘more democracy and some tinkering 
with the economic productive mechanism was deemed to 
be sufficient to produce ‘more socialism’ His professed 
ideological position notwithstanding he made no attempt 
at linking his ‘icvolutioiiaiy exercise with the initiative 
determination and the long term iiitcrests of any parti 
cular class or segment of the existing Soviet society It 
he was going to lead a revolution it was to be a revolu 
tion from above and he was obviously banking on success 
in doing so by guiding and heidmg an amoiphous mass 
undifferentiated, in his recxoiimg, by then soeio economic 
interests, ethnic specificities or histoiieal antecedents The 
two basic instruhieiils he seemed to be reiving upon were 
the power of his ‘new thinking and the mass of the in 
telligentsia he was hoping to rope in by its appeal hen 
and to the extent the nc’w thinking stiired the intelligentsia 
as well as othei segments of the highly pluralistic Soviet 
population, they were propelled in diffeient and in many 
cases, conflicting directions While all along fiom the 
beginning of the twin perestroika glasnost pioecss last ae 
centuating material difficulties dogged its every step 
Without a solid and defined social base, without any 
systematic ideational frame of reference, witnout c’ven any 
demonstration of firmness in their commitment to any 
set of fundamentals, Goibachev and his team of associates 
resorted to manoeuvring, temporising and compulsively 
shifting their ground under pressures of growing social 
tensions The resultant of this, what Engels would have 
called ‘parallelogram of forces’, was a continuous streng 
thening of the forces of the real right, that is, a reinforc 
mg of the anti'socialist, pro-west trends This, not un 
expectedly, propelled a combination of disoriented left 
elements, those subjectively (ommitted to the socialist 
frame, together with desperate siatui quoiSi s to make the 


adventurist bid to stem the tide by the main force of a 
narrow circle of armed forces and the secret police They 
have succeeded only in delivering Goibachev into the close 
encirclement of their enemy 

Needless to say, the changes of the last five years have 
not succeeded in giving more socialism to the Soviet peo 
pie But their import is not quite inconsiderable for that 
failure 1 hey have succeeded in creating more democracy, 
strong enough to snuff out the attempted coup from 
above This democracy will have to enlighten and aim 
Itself through a critical assimilation of history to usher 
in ‘more socialism’ in the days ahead The one indiea ion 
however that emerges with clamy from the still coii‘..sed 
picture IS that ‘more democracy’ is a precondition for all 
other projects, both political and economii But for this 
to be made poss'ble the consolidation of the many 
freedoms now available, by cohering them around organis 
mg principles, is crucial 1 ill such time political democracy 
remains open to the danger of being hijacked b^ cither 
the so called Kremlin old guard or by the now triumphal 
forces of the right led by increasingly chauvinist elements, 
whose democratic commitment is certainly not beyond 
suspicion 

In this respect, a first step, insofar as there is an idcn 
tillable first step, towards the restoration of some 
semblance of order that is simultaneously consistent with 
greatei democracy is the conclusion of an agreement that 
will establish, een on a temporary or ad hoi basis, the 
nature of future political lelations between the centre and 
ihc constituent units of the federation Inevitably iii the 
changed circumstances aftei the developments of this 
week, a new union treaty will be marked by a further at 
tenuation ol the powers and the foiinal authority of the 
centie But there is a good deal to be said for not ap 
proaching the matter from fixed positions in regard to 
what would constitute the ‘break up of the Soviet Union’ 
Indeed at this juncture a formal agreement on the 
framework of relations between the centre and the 
republics is on» perhaps the only, instiument for impos 
ing a modicum of restraint on Russian chauvinism led by 
a Boris Yeltsin on the rampage after his role in defeating 
the hardliners’ coup further the devolution of near 
complete political authority wdl also automatically 
transfer the responsibility for economic management to 
the republics The democratic process may put in place 
relatively coherent economic and political arrangements 
in the different units and the project for the renewal of 
socialism through struggles in civil society may then just 
be feasible 
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FOREIGN DIRECT INVISIMENT 

Foreign Exchange Drain 

THE August 91 issue ol the KeseneBank 
of India Bulletin tarries a report on the 
Tmances of roreign>con(rolled rupee tom 
panics in India lor the peiiod 1984 8^ to 
1986-87 It IS unfoitundte that the lepori 
IS being published \siih a lag ol ovei lout 
years—longer than was the tasc (or the 
study covering the preteding three yeais, 
1982-83 to 1984-85 All the same, some in 
teresiing facts have been brought out and 
these are ol relevance in view ol the 
renewed emphasis being currently placed 
on foreign direct investment 

According to the RBI siudv, the net 
outgo in foreign exchange on account ol 
these foreign controlled companies was 
only Rs 35 crore in 1984 85, Rs 116 crort 
in I98S 86 and Rs 235 ciore in 1986 87 
Thus not only did the foreign controlled 
companies in India lail to make a net con 
tnbution to the foreign exchange earnmes 
of the country, but also the dram on then 
account increased almost seven lold 
within a span ol two years 

When one probes this [icilotmance ol 
the foreign controlled companies luriher. 
It emerges that the incredsc*d foreign ex 
change outgo is due veiy largely to the 
increased imports by these companies un 
matched by corresponding increase in ex 
ports In fact, in 1984 85, ihc export tai 
nings of these companies were slighilv in 
excess of the value ol imports (Rs 646 
crore as against Rs62l croic) In 1986 87, 
however, the position was reversed and 
these companies’ impoits exceeded ex 
ports by Rs 158 croie 

I he total net outgo in loieign exchange 
referred to in the earlier paragraph should 
be seen against the background ol ihc 
total paid up capital ol these companies 
of Rs 1,224 crore, ol which aciiial invest 
rnenl in foreign exchange mas not he nuue 
than Rs 5(10ciore Indeexi it m.iy be closer 
to Rs 4(X) crore— and compare that to the 
net foreign exchange outgo ol Rs 386 
crore within a period ol iusi three veais 

The reason why loretgn companies aic 
in a position to ellect such a substaniial 
outgo, and that loo at a Kist pace is priii 
cipally that on a relaiivelv small base ol 
investment in eeiuity it is possible loi them 
to undertake si/cable operat ions I his can 
easily be seen by a comparison ot ihen 
equity ot Rs 1,224 ciore with then total 
liabilities ol Rs 10,^42 crore Moie than 
half of the latter is accounted lor bv boi 
rowings, from within the country, as well 
as trade and other dues 

The finance minister speaks rapturously 
of the prospects of Japanese direct invest 
mml nf the order of S 2 billion VVlII he 


please clarify what exactly he has been 
assured oP Is it equity investment of this 
order that he has been prom 'd'^ Or is 
It that the si/e ot total operations envisag¬ 
ed bv the lapanesc may reach that figure’ 
In the event of the latter, for an investment 
ot $ 2(X) million as the host country we 
will first have to mobilise the balance of 
$ 1,800 million and then lace the prospect 
ol an annual outgo of $ 100 million if nert 
moie It IS signilleant to note in this con 
text that undei the new industrial policy, 
clcaianec loi direct foreign investment is 
piedicated on foreign equity coveiing only 
the foreign exchange requirement of the 
piojc'ct lor importation of capital goods 
Such clearance is to be conditional upon 
neithci export pcrfoimance nor net outgo 
ol loieign exchange nor even the extent 
ol total lesource requirements ol the 
proicct 


POI k I 

Lock-Up Killings 

SIJI’RLMI COURT jiidgmems. protests 
in parliament, public demonstrations 
iioihmg dcieis the police tiom killing pcx> 
pie in lock ups 1 he latest incident in 
Delhi involved the lorture and death ot 
a middle aged man in the Patel Nagar 
police station lock upon August 19 This 
was teporied to be the tilth such death in 
that police station in recent nines 

Iwo seats ago, the Delhi based IVople’s 
Union lor Dcniociatic Rieliis (PUDR) 
made a detailed investigation into 
custodial deaths ol 48 people m the 
capital, and exposed the brutalities indufg 
cd m by police personnel Between 1980 
and 1989 (the peiiod eovered by PUDR), 
the eouit mteivetie'd only on live occa 
sions, while the police authorities 
suspended only 39 and traiisfciied 16 of 
the guilty personnel It is not known 
whether those suspended had acluallv 
been awarded any punishment tor the 
criines ol which they weic charged 
Punishmem ol guilty policemen is a laie 
occurrence But the Delhi Police ( ommis 
sionci. III a bid to give a respectable lace 
lilt to Ins loices, at that time appealed lor 
ciiiical support liom oiganisations like 
PUDR He was even believed to have cir¬ 
culated the PUDR’s report on custodial 
deaths titled Invisible C'nine\- 
all the police stations of the capital It 
looks a. il the station house officers 
(SHOs) and their subordinates have got 
the wrong signal from the icport, which 
instead ol having a sobering influence on 
them seems to have encouraged them The 
inlorniaiion that hardly any of the guilty 
policemen had been punished in the past 


had no doubt given a boost to the capitals 
cops 

Poliv" torture and killing of arrested 
people are not confined to Delhi. In 
Andhra Pradesh, at least 104 people died 
in pobce lock-ups during 1984-88 In 
Karnataka, 34 such deaths took place bet¬ 
ween 1980 and 1988 Karnataka had an 
opportunity to put a brake upon such ar¬ 
bitral y killings In 1986, during the Janata 
regime there, an unofficial bill was moved 
by an MLC of the party, which sought to 
amend Section 41 of the C rPC by pro- 
\iding more safeguards to protect the 
rights ol an arrested person The then 
lanata government treated the bill as an 
oincial bill which won the support of even 
the opposition parties But following pro¬ 
tests and pressures from the local police 
bosses, the state government put the bill 
in cold storage It died a natural death 
following the dissolution of the assembly 
The police argument (shared by their col¬ 
leagues all over India) was that without 
applying ‘third degice’ methods, they 
could not investigate crimes' 

But laws do not make any diflercnce to 
police behaviour loiture is already 
lecognised as a criminal act which is 
punishable undei Sections 330 and 331 of 
the Indian Penal (. ode In spite ol that the 
police can get away with killings in 
custody One of the reasons tor this is the 
pioteciion given to the police by the laws 
again No prosecution of the guilty police 
personnel can be launched without the 
permission ol Ihe police authorities 
themselves Magisterial inquiries (usually 
conducted by an executive magistrate, and 
not a judicial magistrate, in places like 
Delhi) invariably acquit the guilty police¬ 
men [ veil when prosecutions are launch¬ 
ed by the polite against their guilty col¬ 
leagues, chatges are often changed from 
murdt'r (undei Section 302 of the IPC)to 
attempt to commit culpable homicide 
(under Section 308 of the IPC) In the 
recent case ol custodial death in Delhi, the 
police at first registered it as one of 
culpable homicide not amounting to 
murder Onlv public pressure forced them 
the next day to register it as a case of 
murder and wrongful confinement Even 
Il the guilty police personnel are convicted 
by Ihc lower courts, then right to appeal 
to Ihc higher courts and the long time- 
consuming process of trial allow them to 
remain scot free tor years In West Bengal, 
loi instance, three policemen were award¬ 
ed a sentence of live years rigorous im¬ 
prisonment by the Calcutta High Court 
after thev were found guilty of murdering 
an arrested person in the Golabari police 
station ot Howrah on February 26,1980 
More than ten years later the Supreim 
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Court finally confirmed the conviction 
(on August 16, 1990). 

As always, it is only when the taw is 
taken by the people in their own hands 
that the guardians of the law wake up 
Following the death of the SO-year old 
Jairam Singh in the Patel Nagar police 
station recently, the people of the locality 
sunoimded the police station, blocked the 
roads,' set fire to vehicles and stoned the 
police This compelled the police bosses 
to rush to the spot and suspend three 
policemen of the station Suspension or 
transfers are hardly adequate as punish¬ 
ment One of the senior officials indicted 
for killings during the Meerut communal 
riots in 1987 was transferred to another 
spot in UP and now again he figures pro¬ 
minently as an accused in the recent 
killing of suspected terrorists in a fake 
encounter in Pilibhit Departmental ac 
tions apparently do not have any deter 
rent effect on them Since popuiai pres 
sures do not lead to punishment by law, 
will the people have to go further in taking 
the law in their hands by punishing the 
criminals in uniform’’ 

EXPORT EARNINtiS 

Irrelevant Distinctions 

A Correspondent writes 

ALFHOUCiH the oudget speech lays 
great store by efforts to encourage larger 
inflow of foreign exchanges and an 
nounces a nunibci of measures taken in 
that regard, it overloulcs to highlight some 
changes proposed in the finance bill in 
dealing with the treatment of export in 
come, quite a few of which at least would 
appear to go contrary to the objective of 
encouraging the inflow of foreign 
exchange 

Under section 80 HHC of the Income 
lax Act profits from exports are fully 
deductible in the computation of a per 
son’s income for this purpose profits 
from exports are computed according to 
the formula 

Profits of total business x 

Total turnover 

According to the memorandum explain¬ 
ing the provisions of the finance bill, the 
formula is being m>sused in the sense that 
non-taxpaying exporters “transfer their 
export turnover to other business houses 
merely by endorsement of letter of credit 
received by them*’ and that enables such 
business houses to “get the benefit of 80 
HHC without any physical export of 
goods’’ 

This, to say the least, is a very strange 
aigument. Regardless of whether the pur¬ 
pose (express or implicit) is to promote ex¬ 


port earnings or “to compensate an ex¬ 
porter for the comparative disadvantage 
faced by him in the international market”, 
as the above-mentioned memorandum 
puts It, IS It anybody’s case that a non-tax 
paying exporter (usually he will be a small 
businessman) does not require encourage¬ 
ment to export’’ Why confine an incen¬ 
tive meant to encourage exports only to 
tax-paying exporters’’ 

Or IS It the department’s case that the 
non-manufacturing business house which 
only ‘buys’ the export turnover ap¬ 
propriates the whole benefit of 80 HHC 
and does not share it with the non-tax 
paying manufacturer of the particular ex 
port turnover’’ Surely, anyone familiar 
with how market forces operate should 
know that such benefits cannot easily be 
appropriated by one party to the exclusion 
of the others involved Whether or not the 
sharing between the panics involved is 
equitable is a different question Is the real 
purpose to see that non tax paving ex 
poriets do not derive any benefit from the 
eonecssions’ Or to ensure* that tax paying 
exporters do not elam* a higher benefit 
than justified by what they genuinely 
manufacture for expon ’ W'haicver be the 
purpose, do we wish to discourage the ex 
iwrts of the former' 

On the one hand the tinanee.minister 
IS crying himself hoarse about the 
preeariousness of the loi ntry’s foreign ex 
change position On the other, he so easily 
bows to the nafrow minded cribbing of his 
department about the so called ‘abuse 
and ’misuse’ of export incentives 

But that IS not the end ol the stoiv T he 
finance bill modifies the formula in one 
more respect, namely, to exclude lorcign 
receipts like inteicst, commission, etc. 
from the figure ol export profits Why’ 
Because, dcxording to finance ministry s 
memorandum, such receipts “do not have 
an element of turnovei ’ Similarly, while 
the same bill clarifies that goods will be 
deemed to be exported when they are 
transferred to an overseas branch, office, 
etc, the profits ol any su.,h branch or ol 
ficc are sought to be excluded from the 
“profits of the business* for the purposes 
of this concession 

The question must squaiely oe laced 
whether the counttv’s principal objective 
IS to maximise the inflow of ail foreign ex 
change earnings or just certain types of 
such earnings, say. eernmgs through own- 
manufactured expsrts of tax-paying 
business firms, and that too earnings 
which have a clear "element of turnover” 
and not by way of brokerage, commission, 
interest, etc, and not even profits of 
overseas branches or offices engaged in 


the business of exports. If the accent has 
to be on foreign exchange earnings, as it 
should be, then this totally roisplacet) at¬ 
tempt at drawing distinctions between 
vanous types of such earnings should stop 
forthwith 

Even the department's view that sales 
within India to foreigners, evidently 
against foreign exchange, do not con¬ 
stitute export for the purposes of this con¬ 
cession needs to be re-examined Basical¬ 
ly, should not the focus be on the realisa¬ 
tion of foreign exchange rather than on 
whether it is through export of goods or 
set vices or whether such export is direa 
or indirect’’ 


CHOI I RA 

Fall-Out of New 
Economic Order? 

IF there is one disease which has through 
history illustrated the intricate and in 
timatc relationship of social, political and 
economic forces in deteimining pa'terns 
of health and illness in populations, it is 
cholera More than a hundred year* ago 
It made its social and political impact on 
ihe British empire when the various 
epidemics, on the one hand, prompted 
sanitary reforms at home in Britain and 
rudimentary public health legislations in 
colonial India and, on the other forced 
Britain lot a time at least to accept 
maritime regulations Since then, cholera 
has been a ‘tropical disease' which has 
he'd! banished from the western hemi¬ 
sphere It IS not surprising that the out¬ 
break ol the disease in Peru six months 
ago, which has already caused over 2,000 
deaths and shows little signs ol being 
brought undei control, is causing such 
comern The epidemic has spread to 
neighbouring f cuador and Columbia and 
there have been outbreaks in Brazil and 
C hile Aciording to the head of the Pan 
American Health Organisation, unless 
cmcigeiicv measures are taken on a large 
scale. It may spread throughout South 
America and kill over 40,000 people in the 
next three years While the concern is 
jiistilied, the degree of horror is probably 
similar to the scare that cholera gave to 
the mighty British empire when it ap¬ 
peared m I ngland and spread to countnes 
considered part of her civilisation—it is 
too close to home' Moreover, today the 
outbreak challenges the edifice of modern 
medicine and its philosophical roots For 
after all. according to one version ol the 
history of medicine, the dominant one, 
diseases such as cholera owe their dis¬ 
appearance to the advent of modern 
medicine 

And yet the current epidemic, occurring 
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in the immediate neighbourhood and 
within reach oi hi>tech medicine in the 
US, IS a symptom ot the grave social and 
economic crisis in many I^tin American 
countries According to several reports, 
more than hall ot Peru's population 
sought emergency food aid last year and 
Its inlant mortality rate, the most sensitive 
indicator of social and economic trauma, 
IS the highest in Latin America Its heav> 
foreign debt has had several repercussions 
—for one, there are hardl> any resources 
available for maintaining existing watei 
and sewage systems, leave alone expanding 
them, for another, with Peru refusing to 
make the icquired repayments in 198^, 
international aid agencies ‘put the 
squeeze’ on the counirv and aid for public 
sanitation schemes (as well as lor other 
areas); has dried up In addition, there is 
the iamiliar scenario ol third world 
countries—poverty stricken rural popula 
lions migrating to urban aieas resulting 
in high population concentrations wiih no 
livelihood, no housing, no amenities who 
become the targets of diseases like cholera 
and also its continuing rcposilors But the 
most signil leant point about the IVrii oui 
break is that it poses the question is ihis 
the beginning ol a new phase ol epidemii 
patteins which will alfect third world 
countries under the new economic ordei' 


ARMS ( ON 1 ROl 

False Start? 

THl Strategic Arms Reduction Treats 
signed by the Soviet Union and the US 
early this month is the first such agree 
ment proposing a real reduction in long 
range (intcicontinental) nucleai arms 
t ailiet agreements, such as SAt I I and 11, 
have only attempted to limit further in 
creases in arsenals For this reason, 
whatever be its limitations and whatever 
be the eventual form it takes, it is ol 
historical significance The iieaiy was firsi 
mooted in 1981 but it stayed frozen in the 
continuing cold wai between the two 
superpowers It was revived in I98S and 
gathered some momentum by 1987 when 
us finalisation was postponed and the first 
ever arms reduction treaty of any kind, 
dealing with intermediate range torccs, 
came into being II the treaty finally 
signed this month falls short ot expecta 
tions. It IS a measure ol the cuneni 
balance of power bciwc*cn the two nations 
Significantly, while the concessions that 
the Soviet Union made at the time ol the 
signing ot the agreement on iniermediatc 
range nuclear foices were seen as being 
necessarv in the pursuit ol the larger goat 
of decreasing superpower tensions, similar 
concessions today aic being criticised av 
the Ignominious surrender ol a supplicant 


nation 

The treaty was expected to pave the way 
for a SO per cent cut in the long range 
arsenal, but the proposed cut amounts to 
much less and that too is distributed 
unevenly While the Soviet Union will be 
called upon to destroy ot deactivate about 
IS per cent of its strategic warheads, cut¬ 
ting Its stock from 11,000 to 7,000, the US 
will end up with only a 2S per cent cut— 
from 12,000 to 9,0()0 Ostensibly this is 
because most of the Soviet warheads are 
on land-based ballistic missiles which are 
considered to be most threatening But in 
fact this acceptance ot deeper cuts is one 
indication of the Soviet Union’s increas¬ 
ingly unequal status vu-o ws the US in 
these talks In effect the Soviet Union will 
have to cut its SS 18 intercontinental bal 
listic missiles (IC BMs) by hall 1 he treaty 
also limits the number of strategic nuclear 
delivery vehicles such as the IC BMs and 
their launchers and submarine-launched 
ballistic missiles (SI BMs) and heavy 
bombers to 1,600 each All this does not, 
of course, bring down the nudcai arsenal 
very substaniiallv It still leaves the Soviet 
Union with some 7,000 strategic warheads 
and the US with about 9.(M)0 

The US has also succeeded in virtually 
keeping the sea laumhed cruise missiles 
(SI C Ms) out ol the agreement with a limit 
of 8,880 Since the US lias only about IK) 
ol these and the Soviet Union very much 
less, this upper limit is iidiculous I he 
Soviet Union’s plea to allow the strategic 
defence initiative project lo Be subieci to 
some kind ot international limn and 
scrutiny—loi instance an expansion ot the 
puivicw ol the anti ballistic missile iica 
ty to cover space launched weapons—has 
been rejected by the US 

What makes START more ol a conclu 
Sion than a beginning is the fact that the 
ticatv eniircly leaves oui ol its purview 
research and modemisation programmes 
I his means that even while the arms 
reductions arc underway, both countries 
can go ahead with modernisation which 
may well make these leductions an 
academic exercise I hesc loopholes in the 
treaty mav well become gaping holes in 
the context ol the new situation in the 
Soviet Union In fact .ubsequent to the 
events in the Soviet Union Iasi week 
defence lescarch spokespersons in the US 
have talked ot intensifying reseaich and 
vecking larger budget grants There n 
much scepticism about whether the treaty, 
which envisages the reductions to be com 
pleted in 1^ years and is valid lor that 
period will be opeiationaliscd even now 
One reason lor this is that some of the 
Soviet Union’s nuclear aiscnal mav be 
located in the Baltic region which may 
well be OUI ol leach ol the central Soviet 
auiliorilv 


TWENTY YEARS AGO 

EPW, August 21, 1971 

Simr the prime minister’s appoint¬ 
ment of Siddhariha Shankar Ray as 
union minister in charge of West Bengal 
affairs, the Calcutta air has been thick 
with condemnations of “the politics of 
violence and murder” There is no 
parallel to these killings in even Calcutta’s 
recent violence-ndden history, for an ap¬ 
propriate parallel one has to hark back 
to the great Calcutta killings of 1946 
Indeed, the systematic way alleged 
Naxalites and their families were hunted 
out and butchered smacked of the orga¬ 
nised, pre-plani|^ attacks against entire 
localities whuh are characteristic of com¬ 
munal riot's . Large numbers of young- 
men were Taken Way by the attackers to 
he tortured and killed at far off places 
It was no sudden, quick outburst The 
killing IS reported to have gone on for 17 
houis from the evening ot August 12 But 
the police—neither the local ones nor 
those imported from other parts of the 
country in such large numbers—made 
not the feeblest effort to intervene 
What has been the response of the 
political parties which have been so con¬ 
cerned alKiut the ‘politics of violence and 
murder”' What about the CPI(M)’ 
What IS Its reaction, as the best organis¬ 
ed leftist force in the state, to the cold- 
bloodc'd killing ul. what mav have been, 
well over a hundred professed let lists’ 

(leativ, ihc C l’l(M)’s position is tar from 
unambiguous lui a long time now it has 
been complaining loudly that Naxalites 
liavc bexn teaming up with ihc C ongress 
and other panics lo murder ( PI(M) 
cadies and suppoiiers Against this 
background, it is pci haps not altogether 
unhappy to see the (ongress at Ihc 
Naxalites' throats ft is, however 
ridiculously shori sigliied lor the C PI(M) 
to lake this vic*w ol the (ossiporc 
Baianagar murders I he party is 
mistaken if it secs in the killings a fall 
ing out between ihc Congress and those 
anil social elemenis masquerading as 
Naxalites' who have bc'cn mainlv rc^spon 
sible lor the violence against C PIlM) 
cadics I he voung victims of C ossiporc 
Baranagar were so patently unprepared 
lor Ihc murderous assault on them and 
so ill equipped lo meet ii that it is clear 
enough that most of them were not the 
strong arm tv(,c but were rather ideolo 
gically oriented Naxalite cadres—or, even 
more likely only sympathisers Butin 
rls antipathy to the Naxalites, the C PI(M) 
has ilscll relused to make this distinction 
and has been only too ready to describe 
attacks on it by paicnilv anii-social 
elements as the work ol ‘Naxalites’ So 
long as II dues ihis, it will eoniinuc to 
plav inio Ihc hands ol the ( ongress 
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THE MARKETS 


Trade Dictates Cotton Prices 

0 P Sharma 

THE rise in lotton and yarn prices has, ol estimated at around 17 2V lakh bales against 


late, been the subject of an animated debate 
reflecting the conflicting interests of the pat 
ticipants in the debate Reports ol discus 
stons the representatives of the industry have 
had with the textile ministry at various levels 
indicate widely varying perceptions with 
each segment oftering suggestions lor 
remedial action best suited to subserve its 
own interest The ofl icial approach to deal 
ing with the complex phenomenon ol rise 
in prices seems to have been influenced less 
bs Its OMii ihoughilul assessment ol ihc 
prevailing market situation than bv the 
alarm signals raised b> the decentralised 
weaving sector highlighting the serious 
lepeieussuins ol the rise in yarn prices on 
Its declining tontines 

Unquesiionablv cotton prices have risen 
vers sharpiv tins season the rise ranging bet 
ween 7S per cent and 128 per cent depen 
ding on the variety Nevei before have cotton 
prices been known to haw risen so shaipiv 
III anv season Most vaiietics aie now quoted 
at their all tiiiii highs ( otton varn piiccs 
tcM) have registered si/iable gams and the rise 
has been paiitetilatlv pronounced since 
about the beginning ol liinc (see aceonspa 
nving pi lee 1 ibles) 

Vtaniilaeluiers eannol be espeetrd to lake 
kiitdls to the use m the prices ol then raw 
matjgnals as it h is the elleet ol eroding their 
prolit margins It is therelore scarccis sur 
prising that the oiuatiiscd mill sector should 
bedeepv eonterned over the rise in the prices 
ol cotton and the decentralised weaving 
sector should be gicatlv exercised over the 
rise in varn prices 

I he mill md isii> has blamed the rise in 
cotton prices on the government s ill con 
ecived policy ol allow me liberal exports 
(totalling n 4t lakh bales) and the untiniciv 
announeemcni rele ise ol export quotas 
without prope' assessment ol the supply 
demand position characterised bv pro 


the opening stock ol 10 79 lakh bales The 
crop has been placed at IIS lakh bales, mill 
consumption at 109 lakh bales, non mill 
consumption at 7 S lakh bales and exports 
at 12 lakh bales Whether these figures will 
be revised at C AB s meeting scheduled for 
August 29 remains to be seen 
1 he export policy lor cotton was no doubt 
influenced in no smill measure by the 
government's obsessive concern lor cotton 
growers’ interests But seen in the context of 
the worst ever loieitn exchange crisis the 
government could not be easily faulted for 
Its liberal export poliev in an extremelv 
lavourable internati mal environment I he 
quantity ot oiton aileiwed tor export alone 
might not have resulted in the kind ol price 
rise that has occurred il the spread between 
domestic and interiMtional prices had not 
been as large as it was and it (he share of 
the private trade in (he total export quota 
had been much smallet T he impaet ol larger 
institutional purchases for expori would 
have been much less severe 

I he export laetoi ipait (he upswing in 
eotton prices since the beginning ol lune is 
aittibutabic largelv i > the tJei that the 
private trade luthlesslv exploited the shot 
tage ol eevtton during (he lean peiiod as the 
two m i|or institutions ( ( I and Maha 
rashtra State ( o opei itive ( exton (trowers 
Marketine I cdci ition h it* liquidated their 
entile slocks ot eotlon The private Hade 
viriuallv dictated piices 

Ihc upsuti’c in eotton pi ices cannot be 
satistactorilv expl lined in teimsol reduced 
availabihiv m the w ike ot large cxpoits 
I hanks to the eonimimig boom in exports 
ot cloth vain earmeiiis the cotton mill in 
dustrv has been doing well exports of eoitem 
cleXh vain and garnienis during 199(1 91 
aggregated Rs S 4‘'b etorc showing an mi 
pressive increase ol It pei cent ivvei the 


previous year’s figure ol Rs 4,108 crore 

While the industry’s concern over the rise 
in cotton prices is natural enough, the hue 
and cry rau«d by it need not be taken 
seriously Few outside the industry will 
endorse ICMF vice chairman Kanona’s 
assessment that the textile mills were lacing 
‘ uneconomic working at the current level of 
cotton prices" The rising trend in produc 
non of cloth as well as yarn is an indication 
ot the strength of demand (domestic and 
ovciscas) for its products, the increase in 
input costs notwithstanding The Economii 
Times equity price index for cotton textiles 
could not possibly have registered an im 
pressive rise ol 79 per cent from its January 
tow it the industry had not been perform 
ing Well and the future outlook were as bad 
as IS sought to be made by the ICMF 
vice chairman 

What IS one to make of the industry’s 
complaint about ihc acute shortage of 
cotton and its plea for augmenting dc mestic 
suppiv through imports when no null is 
known to have evinced any interest in avail 
ing ol cotton import undei the advance 
licensing scheme* It would not seem 
unreasonable to presume that mills have 
been finding it more profitable to encash the 
premiums ol advance licences against 
exports than to import cotton 

1 he shortage ot lotlon at the fag end of 
ihe season is not an uncommon pheno¬ 
menon and this does not have to be viewed 
w il h anv serious concern W hether the cur¬ 
rent supply position warrants imports of 
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B<( INMN( Ol Jl Nl 1991 
(Bombay market) 


C ouni 

Hank Varn 

C ore Ifern 

2(K 

16 

24 

V)s 

12 

28 

40s 

18 

)S 

6()s 

11 

8 

hOs 

6 

Nil 


gmssive downward revision ol crop estimates 


I VHI I I MxlOK C HSM IS IN Cot ON PRK I S 


and increasing null cunsiinipiion C rop 


(Ks ptr V indy Bomhav spoi) 


estimates were gradually scaled down from 


129 lakh bales to t|x lakh bales whereas mill 
consumption kept above the picvious 
season’s level 1 he figuii ol consumption tor 
10 months (September lunc) is placed at 
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coiKHi IS an issue on wnicn opinion is oounu 
to be sharply divided. The government is 
reported to have sounded the CCi to assess 
individual mills' requirements of cotton in 
order to facilitate arrangements for requisite 
imports. It is difficult to say how much 
cotton will be imported. Not much perhaps. 
Meanwhile the official move to effect ini' 
ports has had a chastening effect on the 
market, with prices coming down by Ks SOO 
to R$ 700 per candy from their peak levels. 

Since new- crop prospects on current 
reckoning are considered to be very 
reassuring—a record crop is widely 
anticipated—the plea made by SIMA chief 
Kannan for the “immediaic import of 10 
lakh bales to tide over the present crisis in 
cotton supply” deserves to be dismissed as 
a subtle exercise aimed at highlighimg ihc 
acute shortage of cotton and its inevitable 
impact on the supply and puces of yarn 
With a view to mitigate the hardships voiced 
by handloom weavers the goscriimcm is 
reported to have drawn up a crash plan 
according to the highest prioi ity to increas¬ 
ing the availability oi yarn, especially hank 
yarn of counts below 4(ls. 

The National Textile Corpoiaiioii has 
been directed to augment production ol 
counts of 20s, 30s and 4()s in hank lorm, if 
necessary by diverting produciion in these 
counts. The corporation has also been asked 


SIEMENS wiines.sed a signilleant growth in 
order books, net sales and profits during the 
year ended March 1991 Orders booked at 
Rs 438 crore recorded an increase of 8 per 
cent over the figure ol Rs 609 crore lor the 
18 months ended March 1990. The company 
received large orders Irom the Durgapur steel 
plant and the National Thermal Power Cor¬ 
poration. The net sales ol the compans 
registered a growth of 33 per cent (on an 
nualised basis) over the previous peiiod 
Operating profits and net profits improved 
by 9 per cent and .35 per ccni, respectively, 
during the year. The substantial increase in 
net profits was mainly due to (he impact of 
lower depreciation provision lollowing the 
changed Companies Act requirement The 
expenses to sales ratio works out lower at 
0.98:1 as compared to 1 00:1 in the previous 
period. Dividend on equity shares was 22.50 
per cent as against 20 per cent on annuali.s- 
cd basis in the prnious period With the 
higher order booking, the backlog ol ordeis 
carried lorward was Rs 420 crore as com¬ 
pared to Rs 363 crore in the previous period 
There has been a significant increase in 
export sales during the year under review. 
Export earnings of the company, including 
deemed exports under the IDA scheme, 
amounted to Rs 59.6 crore as against 
Rs 61.79 crore in the previous'period, show¬ 
ing an increase of 43 per cent annualised 


to examine tne option oi icmpoiaiiiy suspen¬ 
ding weaving activity of its composite mills 
to st^ up production of yarn. The National 
Handloom Development Corporation has 
been directed to increase its purchases of 
hank yarn and to further streamline its sup¬ 
plies to state agencies and handloom 
weavers. Additional funds are to be allocated 
to NHDC to undertake this task. 

Measures aimed at ameliorating (he plight 
ol handloom weavers are welcome But 
champions of 'thc handloom weavers' cause 
need lo be reminded that dcspiic a decline 
ol 3 I per cent in the official index lor cotton 
yarn prices during the 1989-90 season, the 
index for handloom doth had icgistcred a 
hefty rise of 22.3 per cent Dm mg ihc same 
pcriixl the index for powciUuiiii cloth losc 
by 22.9 pei cent and that lot mill nuidc 
cotton doth by 6.2 pci cciii even as the iiidcs 
lor raw cotton prices rcgisicicd a Uccime ol 
9 1 per ccni 

I'hc lexjilc mdusiry which had reaped Im- 
tuitous gains lollowing ilie lull in coiton 
prices last season can have no Icgiiiiiiatc 
cause to complain about high cotton puces 
this season, especially when ii has been 
cnioyiiig a boom in cxpoiis ol doih, yarn 
and gariiiciiis I lie indusii y's lepicsciiiations 
on ihc adverse impaci ol ilio rise m 
cotloiPyam piiccs on its lorlmu's needs lo 
be viewed with ctrcuinspcciion. 


basis over (he previous period The company 
has emerged as a nei toreigii exchange earner 
10 the tune ol Rs 30.4 crorc. During the year 
undei review, orders for dectncals and 
auiomaiioii tor a ligniie handling system in 
Thailand were successfully executed 
Similarly, the company also executed an 
ordci loi insialling high tension papci cables 
in Malaysia worth Rs 4 crorc Soliware ex¬ 
ports touched an all-time high at Rs 5.5 
crore The company also secured a large ex¬ 
port order for supply and erection of 33 KV 
substations lor 16 towns from (he Bangla¬ 
desh Power Development Board valued at 
Rs 28 crorc 

1b cope with the increasing demand ol 
switchgeai the company is setting up a new 
lactory at Aurangabad. Commercial produc¬ 
tion IS expected to commence shortly. It also 
proposes to undertake the manufacture of 
miniature circuit-breakers during the current 
year. The orders for phase II of the moder¬ 
nisation ol Ihc Rourkela steel plant valued 
at Rs 20 crore have been secured. The power 
generation and distribution division has 
secured an order from the Maharashtra State 
Electricity Board for the Urban Gas Power 
Project of the value Rs 80 crore. This divi¬ 
sion also bagged an order for HT switch¬ 
boards with vacuum circuit-breakers valued 
for Rs 6.4 crore Irom the NTPC. The 
medical engineering division executed several 


imponuni oiwrs, me umim nDtcwoniqr naiag 
the inflation of all imt^ing equipment in 
the Manipal group of hosiptals. 

With its emphasis on R and D (he com¬ 
pany introduced several new products with 
the latest technologies for industrial a^ylica- 
lions, improving products and manufactur¬ 
ing processes and indigenisation. The com¬ 
pany spent Rs 5.8 crore in 1990-91 towards 
R and D. Some of the products developed 
using the latest technology are high efficien- 
cv motors, new generation contactors, 
ovetload relays and X-ray image iniensiricr 
I V Systems SI RLt ON-I. The company in- 
v.'Mcd a sum of Ks 16.5 crorc in modernisa- 
iioii ol plant and machinery, new products 
and mfrusiructurc during the year under, 
icvicw. fhenevv factory ai Aurangabad is cx- 
IK'i-icd ut cost Rs 25 crore. 

ASMOK I LYI AND 

Thrust on Technology 

ASHOK 11 VI .AND, which accounts lor 26 
per cent of market share m the medium and 
heavy duly coiiiniercial vehicles vector, 
recorded an impressive performance during 
the year ended March 1991 The company’s 
produciion and sales showed an upswing 
compared lo the previous year Net sales in- 
crca.sed by 34 per cent (on an annualised 
basis) over the previous 15-momh period. 
The company reduced ihc expenses to sales 
lalio from 1 03:1 to 097:1 dcspiic sharp in 
crea.se in the cost of inputs such as raw 
matciials, power and luci and labour 
charges. As a result, the operating profits 
and net profits recorded a hike of 48 per eem 
and 124 per eem, respcctivelv, during ihc 
year under review. The company was able to 
pay a higher dividend of 27 per cent com¬ 
pared to 25.20 per ceni on an annualised 
basis for the previous period 

Production of medium and heavy duly 
commercial vehicles registered an increase of 
15 per cent on an annualised basis from 
27,145 for the previous 15 months to 24,976. 
Similarly, production of engines was higher 
by 5 per cent at 4,545 compared to 5,433. 
Production of ferrous castings increased 
from 397 tonnes (for IS months) to 6,389 
tonnes in 1990-91 As against the 12.5 per 
cent increase in demand for medium and 
heavy duty commercial vehicles in 1990-91, 
total sales ol vehicles, domestic and lor ex¬ 
port, during 1990-91 was 24,698, an increase 
of 17 per cent. There was also an increase 
in sales of industrial/marine engines to 4417 
units. Sales of parts valued at Rs 93 crore 
was 60 per cent higher than in the previous 
year. 

According to the company, various export 
strategies initiated with the support of the 
Hinduja group have resulted in a record ex¬ 
port turnover of Rs 40 crore (direct export) 
as against Rs 20 crore in the previous year. 
The company exported 1,189 vehicles, in¬ 
cluding deemed exports, during the year 
under review. Apart from export of commer- 
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dal velikiei, the corapaiqr claims lo basit 
made significaiii strida in the export of non¬ 
company products such as textiles, leather, 
etc Earnings by supply of global tenders 
amounted to Rs 7 5 crore as against R$ 0 3 
crorc tn the previous year The company ex¬ 
ecuted a large order worth Rs 8 5 erdre for 
textile eipon to Iran According to the direc 
tors' report, export orders worth Rs 32 crore 
covering leather, diesel engines and spare 
parts are in hand 

The company spent about 0 75 per cent 
of total turnover towards R and D activities 
Specialist vehicles/vehicle options to meet 
export requirements, a 2S-tonne articuUicd 
dump truck with exceptional manoeuvrabili 
ty in slushy conditions and several models 
of fuel-efricient engmes/vehicles have been 
developed Productivity increased substan 
tially The turnover ratio works out higher 
at 122 compared to 110 in the previous 
period With a view to < ontinuous modcr 
nisation and upgradaiion of products the 
company proposes to broaden ns product 
span with an 'intermediate lange of com 
mercial vehicles of 6 16 tonnes GV W It also 
plans to introduce new diesel engines with 
IVECO technology The company has com 


menced implementation of a comprehensive 
investment plan for modernisation and 
augmentation of its manufacturing faalities 
The company has received consent for the 
issue of partly convertible debentures on 
right basis to resident shareholders and 
equity shares to non resident sharehotdys 
With the takeover of llibe Investment's 
PMC unit at Ambaihur with effect from 
October 1,1990, the company is ensuicd of 
continuous supply of chassis frames 
The long term debt-equity ratio works out 
at 0 75 as compared to 0 70 in the previous 
year Funds flow during 1990 91 was 
Rs 134 18 crort Borrowings formed 42 per 
cent of the total sounes, trade dues 28 per 
cent and internal accruals 30 per cent As 
much as 45 per cent was utilised for fixed 
asset formation and 38 per cent was ac 
counted lor bs ics'isablcs and 13 pti cent 
b\ insentoiv 

( OlOUR-C HIM 

Bright Outlook 

( OIOIJR-C HI M V lii,.h has a market shaic 
ol 40 per cent in ssnthctic resin binder 
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matenals and auxiltarica and of 7 per cent 
in synthetic organic dyestuffs, pigment 
dyestuffs and their dispersions, achieved an 
increase of 19 per cent in net sales in 199041. 
Despite an increase in the cost of raw 
materials, power and fuel and labour 
charges, the expenses to sales ratio remain¬ 
ed more or less steady at 105 I, operating 
profits and net profits showed a smart rise 
of 49 per cent and 76 per cent, respectively, 
ovei the previous year 
Un the production front, the company 
witnessed all round improvement Produc¬ 
tion of synthetic organic dyestuffs, pigment 
dvcsiuffs and their dispersions recorded an 
mcrcasr from 4 050 tonnes to 4,138 tonnes 
in the previous )car resulting in capacity 
utilisation ot 57 per cent compared lo 56 per 
cent m the previous vear Production of syn¬ 
thetic resin bmdei materials and auxiliaries 
improved by 17 per cent trom 5,984 tonnes 
to 6 987 iciniu s showing a higher capacity 
utilisation ol ''I pei cent compared to 60 per 
cent III 1989 90 Imcimtdiaics for dyes, 
pcviicidcv and pharmaceuticals also regis 
tercel a growth of 15 per cent f'om 3,354 
tonnes to 3 844 tonnes in 199(1 91 with 
capacitv utilisation incicising 'i n 61 per 
cciii 10 70 pci tcni 

Vcordinc lo ihc company while the sales 
III organic inicimidiatcs and leather 
chemicals icvistcicd impiovcment offtake 
)l mans gnups ol dvc lulls remained sub 
opiiini! I)tm Hid Iron iht paints industry 
w Is sill) gist) rcsiiliiny in t siaeriaiii market 
lor picnicnis Ihc lull Hedged marketing 
JiMsiori estihitshed diitinc the scat under 
review helped to leinloiee (he maikcl orien 
I III! n s( the eemitnnv s operHionc 
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K 19 ■"* eliiie sh • t II c IIHpeleeltl 

oeel eviHirls evf Rs If "’V lOie in he pit lOll 
St II \s a|..iinsl t > II teiicil’ll tvcl) ini't ear 
iiiiiis e)t Rs 'Og; el >ie I vreiiii tvehange 
0111 o « Is Rs 6 39 eiort Beinc i nel hirtiu) 
e\ I IIHC tiinei lie e iii|iinv will henellt 
tioin 'he piovisions ol the new itade poluv 
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illcinuell lies I dvcsi Ills me* peslleldcs 
new ireis eil ipplu ili ui teir i tew c\i;.liiic 
luodiicls et) 1 leilitetion Ihrouih tilerw s.u 
ing w iste led kill II and ovei ill gualilv 
tipgi le ition wtie the iiiitioi hcnelils dens 
cd liom R ind D acliviiies 

I tinds How during 1990 VI ainounicd to 
R 2"' ‘M ciorc Bonowings and trade dues 
were the maioi soinecs ol hinds which wore 
used mainly lot hiiaiuing hxed assets tor 
maiion and h tiding I'lvertones Iht com 
pans m urrcdcapitalcvpcnditurctothctunc 
if Rs 11 crore in 1990 91 It had taken up 
a comprehensive programme for upgrada 
non ot technology and modernisation of the 
Thane and Roha tacloncs, involving a total 
outlav of Rs 30 crore The implementation 
ol the programme had to be rescheduled due 
to resource constraints The project for 
modernisation and upgradaiion of faalities 
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for the manufacture of diketene is expected 
to go on stream hjr this September Thecom- 
pany received the requisite approvals for the 
manufacture of oil well chemicals with a 
capacity of 5,U00 tonnes per annum at its 
Roha plant Production of these items is ex 
pected to commence in phases 

IN THE CAPITAL MARKET 

Videocon Appliances 

VIDBOCON APPLIANCES is enter 
ing the capital market with an issue ol 
43 lakh 12 3 per cent fully convertible 
debentures of Rs 200 each Out ol the 
issue, 18 75 lakh debentures are being 
offered on rights basis (o the existing 
shareholders of the company and 6 23 
lakh debentures arc reserved tor pre 
ferential allotment to shareholders ut 
group companies (4 lakh debentures) 
and employees, including Indian work 
ing directors (2 23 lakh dcbentuies) 
The balance of 20 lakh debentures ate 
being offered to the Indian public T he 
public issue will open on September 19 
and close on September 28 or cat her. 
but not earlier than Septctiibei 24 
tach debenture will consist ol two 
parts part I ol Rs SO and patt II ol 
Rs ISO Part 1 will be converted ititv) 
one fully paid up cquitv share of Ks 10 
at a premium ol Rs 40 on the espirv 
of SIX months Irotn the date ol allot 
ment of the debentuics Part II will be 
converted into equits shares at a price 
to be determined b\ the C ontroller ol 
Capital Issues but not exceeding Rs 3(1 
per shaic, at the end ol 20 months 
from the date ol allotment Vtdeocon 
Appliances is a mernbci ol the Videocon 
group which is a leading manulaciuicr 
of consumei electronics products and 
home appliances I he Vidcocc»n ttiouji 
has a technical collahotalion ai range 
ment with Matsushita tlcciiical In 
dustrtal ( ompans, Japan, owners ol 
the well known brand name ‘National 
Videocon Appliances is implemcntinc 
an expansion cum divcisilication pio 
gramme to enhance its capacity loi 
washing machines from 2 lakh to 4 
lakh per year and to manulactuie split 
and window airconditioncrs, retrige 
rators, vacuum cleaners, bicad making 
machines and eicctiic motuis I he 
expansion cum divcrsilication piu 
gramme is estimated to cost Rs 148 10 
crore and is pioposed to be financed 
through the fully convertible deben 
tures (Rs 90 crore), privately placed 
non-convertible debentures (Rs 34 
crore), asset credit scheme of ICICI 
(Rs 5 crore), foreign exchange loan 
from ICK I (Rs 3 crore), asset leasing 
by 1C ICI (Rs 3 croie) and internal ac 
crua^s (Rs II 10 crore) Videocon Ap 
pliances has performed well during the 


The company^ sales turnover during the 
first quarter of 1991-92 has 1^ about 12 
per cent higher than in the corresponding 
quarter of the previous year The perfor 
mance would have been better but tor in 
dustrial relations problems at the Roha 
works since June Besides, the restrictive 


financial year ended March 31. 1991, 
with sales doubling to Rs 92 33 crore 
compaicd to the previous ycai The 
companv’s net profit was Rs 1116 crore 
with an K’S ol Rs 14 91 The book 
value ol the company's shaic was 
Rs 26 64 

Raja.sthan Breweries 

RA lA STHA \ BRi. H LR/LS is making 
an issue ol 166 lakh equity shares ol 
Rs 10 each at par to raise Rs 16 60 
ciore Ol the total issue, 66 40 lakh 
shares have been reserved lor allotment 
to the promoters, including 26 60 lakh 
shaics lo non lesident Indians on 
rcpaliiation basis out ol the pro 
motels' quota Ol the balance of 99 60 
lakh shaics 8 lOlakh shaies art reserv 
ed lot alloimeni to employees iiiclud 
mg Indian vvoiking diieclois ol the 
companv and ol *hc piomotti com 
panics and )9 8^ lakh shares have bci n 
itstived loi allotment lo non icsidcni 
Indians on icpaiiiation basis T lit it 
mauling 31 46 lakh shaics aic btine ol 
lered to I he Indian public The isstii 
opens on September 12 loi both the 
Indian public and lor NRls Raiasthan 
Hrewtiits is setting up a pioitcl to 
manulactuie canned bevt hailcv mail 
and malt exiraii 1 ne nrcwei\ unit will 
have a capacity ol 73,(K)0 HI (23 
million cans) I he licensed capaciiv loi 
barky malt and mall extract is 33,0(X) 
tpa while ihc plant is being set up loi 
a capacity ol 6,000 tpa ol hailcv mall 
and 1,300 tpa of mall cxiiact Iht 
companv has entered into a loieign 
collaboration agreement for technical 
know how with Danbrew a subsidiary 
ol Umttd Bitwciics, Copenhagen 
Danbrtw will In Ip identilv, ereci and 
commission the plant, tiaiii personnti 
Stan up production and establish an 
R and D dt|>attiiicni Danbitw isiobc 
paid technical know4iow lets ol 1 76 
million Disk m three instalments atid 
royalty at the tale of seven Dkk pci 
HI Ihc agivctnciu is lor a pttiod of 
live years I he piojcci is expected to 
be commissioned lor trial production 
in lanuary 1992 and commcicial pro 
duction IS likely to start by April 1992 
The total cost of the protect is 
estimated at Rs 17 60 crore which is lo 
be financed through the equity share 
issue (Rs 16 60 crore) and equipment 


moneunry poliuy enfoieed by the MH hw 
had a dmpening effect on uiet and inflow 
of otdm Nevertheless, the discernibte im¬ 
provement in the indigenous demand for 
many of ihe company's products augurs well 
for the performance of the company in 
1991-92 


lease finance from BOI Finance and 
PNB Capital Services (Rs I crore) 

Modern Threads 

MODERN THREADS is raising 
Rs 3 93 crore through a rights issue of 
2,63,330 fully convertible debentutes of 
Rs 130 each at par The debentures 
carry annual interest of 14 per cent and 
aic fully convertible on the expirv of 
SIX months from the date of allotment 
I ach dcbeniuic is to be converted into 
10 eqiiiiv xharcx*ol Rs 10 eac'h at a 
premium ol Rs 3 per share Modern 
I breads is sctliiie up a project to 
manulactuie woikl class dyed yarns in 
fancy coUiurs csclusivciv lorexpoil to 
I mope and tiscwhcrc The ptO)ect 
with a capacity ol 6,720 spindles to 
manutaciurc poivcsici viscose blended 
varn is being executed at a cost ol 
Rs 16 7s tioic Ihc pK>|Ccl includes 
insiallaiion ol auioconcis lo piodute 
knoikss spliced and electiieallv cleaie'd 
vain ,is well as eoinpiuinscei coloui 
maiclurig <vsicnis to ensure consisten 
ev III shades cssciuiil lot ensuting in 
ictn ition il qualuv The company has 
liiialised a maikctuig tie up with 
\iiiuUex ol I K loi Ihe enure addi 
luiiial piodiiction ( ommcictal pto 
due non Is s,,licdukd to bcuin in April 
1992 W hen Ihc impaei ol this cxpaii 
Sion proi'iainmc is lullv icaliscd dui 
nil! ihc vcai 1993 94 ilic companv s 
loial exports will icach Rs P emre up 
Iroin iht picsciii level ol Rs 2 7 cioic 
I he lurnovci ol the company inercas 
cd lo Rs 32 crorc dm ing the cm rent 
vcai against Rs 28cioie in (hi previous 
vcai (.ash piolil loi ihc vear incrcas 
ed lo Rs 161 lakh against Rs 103 Iak1i 
in the picvious veai Alter providing 
dcpicciation ol Rs 30 lakh tor the year 
the balance sjirplus togcihci with car 
ried forward surplus of Rs 23 lakh ol 
last year have been appropiiaied by 
translei ol Rs 73 lakh to general 
reserve and payment of equity divi¬ 
dend ol Rs 38 lakh at I3 per cent, leav¬ 
ing a balance Of Rs 24 lakh to be car 
ried foiward (d next year After the full 
implementation of the present expan¬ 
sion programme the company has pro¬ 
jected a sales tiirnover of Rs 50 crore 
and gross profits of Rs 4 crore The 
rights issue opened for subscription on 
August 3 and will close on August 3I 
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STATISTICS 


Venation (per cent) 


IndcK Nnoilim of Wfaoieaile Prices 


Latest 

Over 

Over 

Over 





(19n-82 - 100) 

Weight 

Week 

Last 

Last 

March 

In 

In 

In 

In 



3-8-91 

Month 

Year 

31, 1991 

90 9r* 

89 90 

88 89 

87-88 

All Commodities 

1714 

203 4 

33 

129 

61 

10 2 

75 

82 

58 

Primary Articles 

1669 

213 6 

4 3 

164 

93 

13 1 

49 

II 3 

91 

Food Articles 

177 3 

235 5 

31 

18 2 

117 

119 

99 

90 

102 

Non-food Articles 

1764 

224 3 

17 

16 7 

67 

169 

-17 

216 

113 

Fuel, Power, Light and ljubricants 

164 9 

196 8 

19 

17 8 

13 

119 

55 

33 

67 

Manufacture ^oducis 

174 7 

198 8 

23 

too 

45 

119 

94 

72 

37 






Wriation (per cent) 



Coat of Living Indt'x 


latest 

Over 

Over 

Over 





Base 

Month 

1 ISI 

I asi 

Match 

In 

In 

In 

In 




Miiiith 

Year 

1991 

1990 91 

1989 90 

88 89 

87 88 

Industrial Workers 1982 l(X) 

209 

2 3 

13 0 

40 

11 2 

63 

91 

91 

Urban Non Manual Lmployees 1984 8S 100 


0 6 

12 6 

0 6 

110 

69 

82 

79 

Agricultural Labourers Julv 60 to 

gST* 

06 

14 7 

0 6 

7 3 

32 

114 

12 5 

lune 61 l(X) 














Variation (per cent in 

brackets) 



Money and Banking 


1 atest 

Over 

Over 

Over 







Weik 

1 asi 

1 asi 

March 23* 

In 

In 

In 

In 



It: /9I, 

Month 

Year 

1991 

90 91 

89 90 

88 89 

87 88 

Money Supply (M,) 

Rs cron 

2 77 744 

686 

33 339 

10497 

34 300 

28 3’1 

22 027 

22,295 



(0 2) 

(14 6) 

(3 9) 

(3 6) 

(18 1) 

(13 7) 

(18 8) 

Net Bank Credit to Government Sector 

Rs trort 

1 ^3 229 

2101 

24 727 

13 233 

21 778 

12 713 

12,811 

n776 

Bank Credit to Commercial Sector 

Rv crort 

1 74 012 

87 

19.923 

1 713 

19 332 

20 311 

12 389 

11 294 

Net Foreign Fxch Assets of Banking 

Rs cron 

6K7S 

116 

1 118 

1 126 

1 429 

617 

682 

1 314 

Deposits of Scheduled Commercial Bank\ 

Rs irorc 

1 98 S99 

739 

23 2(K) 

7 410 

24 230 

22 U4I 

13 321 

17 120 



(14) 

(14 3) 

(3 9) 

(143) 

(18 7) 

(14 9) 

(20 3) 

Foreign Exchange Assets 

Rs (.rnrt 

2 491 

6 

2 401 

1 303 

1 7|0 

810 

308 

604 




(0 2) 

( 491) 

( 37 6) 

( 30 0) 

( 116) 

( 66) 

(8 6) 

Index Numben of indu«>trial 

Weights 

1 atist 








Production 


Month 

Averages tor 


V Illation (pel cent) 


(1990-91 100) 


(Itb 9|( 



In 

In 

In 

In 

In 




l>8) 91 

1989 9(1 

1990 91 

198)90 

I9K8 89 

1987 88 

1986 87 

General Index 

1000 

222 7 

2(K) ’ 

190 3 

8 1 

8 ~ 

7 1 

91 

87 

Mimng and Quarrying 

II s 

2)4 0 

2129 

207 4 

3 4 

7 9 

18 

62 

42 

Manufacturing 

77 1 

2191 

201 ■’ 

181 S 

8 1 

8’ 

79 

9 1 

97 

Electricity 

114 

2119 

213 1 

218 2 

1(1 7 

4 3 

7 

10 3 

8 3 

Basic Industries 

19 4 

NA 

N\ 

N\ 

N \ 

99 

96 

92 

68 

Capital Goods Industries 

16 4 

NA 

NA 

NA 

N A 

■■ 1 

139 

18 2 

10 6 

Intermediate Goods Industries 

20 s 

NA 

NA 

NA 

NA 

U 3 

48 

44 

7 3 

Consumer Goods Industries 

216 

NA 

N\ 

NA 

N\ 

6 0 

63 

’ 1 

12 3 

Durable Goods 

26 

NA 

NA 

NA 

NA 

221 

'8 

189 

18 7 

Non-Durable Goods 

210 

NA 

NA 

NA 

NA 

2 4 

62 

49 

II 3 

Foreign IVade 

Unit 

1 atist 

( uniuladve lor* 








Month 
(Apr 91) 

1)91 92 

1990 91 

1990 91 

1989 90 

1988 89 

1987 88 

1986 S'* 

Exports 

Rs iiore 

2 932 

2 932 

2 490 

32 327 

27 681 

20,302 

13.741 

12 452 





(|7 7) 

(36 3) 

(29 0) 

<36 2) 

(14 3) 

Imports 

Rs croie 

2 830 

2 830 

1216 

43 171 

33 416 

28 194 

22 399 

20,096 





(219) 

(23 6) 

(23 9) 

(II 2) 

( 2 2) 

Balance of Ttade 

Rs crort 

f 102 

1 102 

746 

10 644 

7 715 

7 892 

6 658 

7,644 

Employment Exchange StatiaticH 

Unit 

1 atest 

( uriulaiive for* 








Month 
Jan 91 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Number ot Appheants on Live Register 
as at end of Pmod 

Thousand 

34,787 

14,787 

33,126 

34,632 

32 776 

30,050 

30,247 

30,131 

Number of Registrations 

Thousand 

334 

3s4 

704 

6.341 

6,376 

3,963 

3,465 

5,333 

Number of Vicaneiei Notified 

Thousand 

39 

39 

39 

530 

600 

543 

621 

623 

Number of Placements 

Thousand 

20 

20 

24 

284 

289 

329 

360 

351 

Income 

Unit 

1989 90 

1988 89 

1987-88 

1986 87 

1985 86 

1984 83 

1983 84 

1982 83 

Cron Domestic Product (current paces) 

R. crort 

3 92,524 

s 49 105 

2,94,408 

2,60.442 

2,34,159 

2,07 869 

1 85,991 

1,58,851 

Gross Domestic Product 0980-81 prices) 

R< crort 

1 93,23’ 

1 85,343 

1.70,716 

1,63,924 

1,57.348 

1,49,966 

1,44,310 

1,33,469 

Per Capita Income (1980-81 prices) 

Rupees 

2,142 

7.078 

1,910 

1,881 

1,852 

1,804 

1,780 

1,682 


• For cumnt year upto latett month for which data arc available and for corresponding penod of last year 
** Kwliirfing gold and SDRs + Upto latest month for which data ate avatlable NA No< available 
-f -I- Provisional data O QukIc estimates 

Notes. (I) Superscript numeral denotes month to which figure relates e g. superscript' indicates that the figure is for January and so on 
(2) Figures in brackets denote percentage vanaiion over previous period 
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POLICY FOOTINOTES 


Stealth Finance: Thriving on 
Conflict of Interest 

D N Ghosh 

Do the startling revelations about the two largest Japanese 
securities houses revelling in conflict of interest situations hold 
any lessons for us at a time when we are grappling with the 
organisation and functioning of the securities market ^ 


THE heads of the two largest Japantsc 
securities houses resigned in the isake ot 
startling revelations that these two firms 
had shown extraordinary favouritism lo 
big clients and were engaged in dealings 
with a major crime syndicate lor out 
country grappling with several issues con 
cerning the organisation and functioning 
of the securities market, it is woilhwhile 
to ask does it have any lessons lor us ’ 

The major investors and corporate 
clients were compensated for trading 
losses totalling nearly $90() million sus 
tamed in the last year's fall iil stock prices 
No such compensation was offered to 
small investors who were left in the lurch 
it IS well known that lapan’s financial 
system has one set of rules tor big brokers 
and rich investors and another tor 
everyone else Eor the big investors, the 
offer of implicit guarantees is a common 
practice in Japan Such guarantees are in 
variably respected for the sake ot old 
relationships 

The question of equity and ethics does 
not seem to trouble the large secuiitv 
houses I he major shareholders of these 
houses are big corporations and financial 
institutions and individual shareholders, 
constituting a small part, do not seem to 
weigh much on their conscience Even 
though the resignations were an explicit 
recognition that an impropriety was com 
mitted, the facade of remorse did not last 
long Soon after the scandal broke, the 
former president of Nomura, labuchi 
(now vice president of the same securities 
house) denied at one point at the Nomura 
shareholders’ meeting that there was 
anything improper about the payments 
Nomura made to its big clients The 
shareholders’ meeting, which took place 
soon alter the scandal, was marked by 
complacency, evidence enough, not 
unusual, ot the fact noted by many 
peaeptive observers that, in the matter of 
commercial transactions, Japanese society 
IS basically amoral, its strong and conti 


nuing growth has underminc'd public will 
ingness to complain ' 

(lub arrangements among the brokers, 
fund managers and big investors arc taken 
lot granted Brokers have floated invest 
ment trust funds where big biokcrs solicit 
investors with implicit assuiancc ol 
refunds Brokerage linns earn a major 
part of ihcir income from big investois 
and in the long haul, they cannot in ihc 
name ol eqiiitv end iaiincss dncouiagc 
trading practices based on lasting iclalioti 
ships The big brokerage houses can ill af 
fold to antagonne then big investors loi 
between them they have lo legroup lot 
the next operation Reading between the 
lines the Nomura ex chief s observation 
on the compensatoty payments at the 
shareholders meeting weie hiehlv sigiii 
licant ‘T hese were iigiv liable steps taken 
to avoid unnecessary eonlusioii 

It IS arguable whethei the club ai range 
ments could have perpetuated themselves 
in Japan without a nod and wink from 
the regulatory aulhorilie’s ' in fact the 
ex chief ot Noimiia spilled the bean, iii 
the shaieholde's meeting by saying that 
payments were made "in consuliation 
with goveinnient authorities” it is not 
that the ministiy had not been awate ol 
their malpiaciiees In December 1989 it 
issued a directive warning broketage 
houses not to iciniburse clients lor invest 
ment losses Seven months later, it puntsh 
ed security companies (or compensating 
clients But oveiall, its biting capacity has 
been inelfeetive Its tole covers the aiea 
handled in the US by the Securities and 
E xehange (ommission, the Federal 
Reserve Board and the Comptrollei of the 
C uricncy But it has less than a quarter 
of the 8,(XX) people employed by the US 
agencies Had the Japanese type situation 
taken place in the US, clients would have 
sued and the firm would have had to con 
lend with unpredictable financial con 
sequences In some way, it is a tribute to 
Ihc regulators in the US that the guiltv 


pleas of Ivan Boesky, Michael Mil|(en, 
Martin Seagel, Denis Leavine and Dtexel 
Lambert on charges ranging from insider 
trading to market manipulation were 
secured and a network of powerful finan* 
ciers who illegally manipulated markets 
foi their own advantage were exposed and 
dismantled 

I he conllici ot interest problem is 
embedded in any financial market its 
coniiol and management has to become 
.1 pan ol the financial system Staled 
simply a coiifiKi ot interest situation 
aiises toi a bank or any other financial 
insiiiuiion dealing with a client if it has 
.1 choice between two solutions foi a deal, 
one ol which is preferred tor its own in- 
leiest while the other is heller for the 
client 1 here mas also be situations where 
a bank ot a tinancial instil iiiion carries 
out activities involving two groups of 
customeis and to strike a balance between 
ihc lespcclivc inieiests ol the two 
customer groups becomes a dilliciili ex 
ircise in lairness II dilfcreiii ivpes ot 
sccuiities business and banking biisiticss 
are combined such conflicis would in 
evilablv arise It a seciintv loust under 
takes the m.itkei making tuiuiion lor a 
sccuritv holding and also manag'es funds 
under trust business ii has lo ensure th il 
Its holdings ol seturiiies which may be 
considered undesiiablt aie not dumped 
into funds undei its management I unds 
under management should not alse> un 
dulv benclii from the prtcmg <»! new issues 
being undertaken b\ the securities lirm 
Secuiiiies trading on own account sheiuld 
not benefit in an unlait manner tioni 
early information, which the investment 
research depaitnieiit of the sceiirity 
houses noiinally releases to the public 
Investment advice bv investment advisory 
service ol secuiitv houses oi banks has to 
be scrupulously given it has lo avoid bias 
in favour of overtrading of the securities 
poll folio ot Its private clients tor the sake 
ol generating high tecs Banks also should 
not lav themselves open to the charge ol 
influencing their sceurtiics business done 
directly or by their subsidiaries, with 
elienis through company information 
obtained in the course of then lending 
business Banks should not unduly cn 
courage private securities purchase 
through impiudcnt lending to private 
customers to finance such purchases 
1 hese are illustrative types of cases The 
structure ot the market and the nature ot 
the regulatory mechanism could create 
situations ot wide diversity arising from 
separation of eommeaial banking and 
scciiriiies related activities, such as. 
underwriting, portfolio management, 
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vtunHvycji ucwuiiK iHHi luvotinvui 

Control tnd nunagement of conflict of 
interests situations are matters of wide 
public concern Market operators with 
differential access to finance and informa¬ 
tion could rasily exploit situations to their 
advantage This is not an argument 
against liberalisation and positive support 
for development of competitive condi 
tions, but a plea for simultaneous pursuit 
of a rational public policy to resolve these 
inherent conflicts for the sake 61 effi 
ciency, investor protection and prudential 
consideration of systemic safety and 
stability There are considerable country 
differences as regards the degree of con 
cern about abuses of conflict of interi‘si 
situations * It is not easy to arrive at a 
solution when, for decades, institutions 
have been governed by certain business 
practices and big business houses have 
entrenched inteiesis in continuing these 
interests Ihis is exactly what is happening 
in India, what comes out in the open is 
perhaps only the tip of the iceberg ' We 
are still a long way oil from introducing 
certain healthv, efficient and credible stan 
dords in the organisation and functioning 
of the capital and money markets 
It would be simplistic 'o presume that 
as the market develops, these ticklish 
issues would get sorted out or that the 
development of the maikct would throw 
up forces which will help punish the guilts 
This would not be so The lapanese 
example is a clear pointer that the club 
arrangement between interested parties 
can be vers strong impediments against 
leform' A compiencnsivt regulatoVs 
agency must he in place as soon as the 
market is unchained and the club arrange 
ments arc broken up lei us not fall into 
the dangerous self defeating complacency 
trap “Well, these things happen in the 
developed economies So what are we 
bothered about’” It is never too carls to 
set ethical and fair standards in financial 
transactions If club networking arrange 
ments are allowed to entrench themselves, 
we will be moving inexorably towards a 
corrupt financial world 

Nolen 

1 Details taken from the report, ‘At Meeting, 
Nomura shareholders show little anger over 
Scandals’, Avan Hall Street Journal, June 
28 29, 1991 

2 Ibid 

3 ‘Tokyo scandals put focus on minisiry 
*>ecunties Arms’ deidings show shortcomings 
of financial regulation', Asian Wall Street 
Journal, June 26, 1991 

I Competition m Banking, ObCD, 1989 
I 'Corporate Sector Judicial Indictment’, 
BPW, April 27, 1991, pp 1068 70 
8 Stefan Wagstyl, 'Daggers of Symbol Are 
Substance’, The Finamial Timet. June 21, 
1991 
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tjopsided Growth 

Political Economy of Indian Development 
by Pradhan H Prasad 

This f ollection of essays in political economy unravels the forces which have acted as 
a dras on Indian development The Achilles heel of Indian devclopmeni plans the author 
al^ues has been tlteir preoccupation with investment planning to the neglect of institu 
tional transformation Within this broad framework the author discusses a wide range of 
subjects including macroeconomic plan models choice of techniques the persistence 
of outmoded production relations in agriculture growing political assertion by the middle 
peasantry rooij ol igranan violence and uneven regtonal growth 

pp VII + 19b R no 

The Retarded Economies 

Foreisn Domination and Class Relations in India 
and Other Emerging Nations 
by Nirmai Kumar Chandra 

Why s It that while the former colonies and semi colonies have emerged as a major force 
in worlo politic' over tlie last four decades their economies m most cases remain retarded’ 
T^k fir'’ part of till vrjiume focuses on the exchanges between the poor and the nrh 
nation Did wt ti rr > q private capital and technology really help India or was i* tt c 
other way round •' Granting that both sides made some gams did the USSR derive ur aue 
advantage througt I's bilateral trade and aid transactions with the third world’ Can the 
tiicory of unequal exchange explain the growing economic hiatus between the north and 
the south' The second part of the book is concerned with the domestic scenario in India 
Ttie auttior tries to relate the overall stagnation in material production per capita to the 
ivtunte of class force that emerged after independence as a result of a strategy of in 
diistrialisation based on import substitution long term trends m aggregate and sectoral 
outputs the terms o* trade between industry and agriculture real wages and unemploy 
mere rates saving^ and investment private monopoly capital etc are analysed in this 
c amext further the existing laws and regulations on private sector monopolies are also 
examiiied from thr same perspective The final esjay is a critique of the recent tilt inspired 
by ihe IMf and the World Bank towards liberalism in India s economic policies 
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Centre-State Budgetary Transfers 

Edited by I S Gulati 

The papers hrougti together m this volume examine the federal financial relationship in 
India as refler ted in hinsactions through the budgets of the Unwn and State governments 
Under the Constituii >n the finance Commission appointed by the President every five 
years is expiected tt 'erommend adjustments in inter federal transfer of budgetary funds 
to meet the changing 'equirements of the system In fact the transfer of resources from 
the centre to the States I as taken forms which have fallen largely outside the ambit of 
the finance Commission and it is the Planning Commission which has come to play a very 
mapr role in the determination of Centre State financial transfers The involvement of the 
Planning Commissioi hd< not however resulted in a More total view being taken either 
of financial devolution f om the Centre to the States or of inter state distribution of the 
amexints so devolve J While tiansfers under the aegis o* the Finance Commission the 
so called statutory transfers have aimed at covering the non plan revenue account gaps 
of the Slates the plan trar''‘efs coming under the purview of the Planning Commission 
have sought to pluj gaps n ie Slates resources for financing their plans The gap filling 
approach thus continue^ to dominate Centre State financial transfeis If Centre State financial 
relations are to be made more equitable and are to have greater legard for efficiency 
m budgeting it is argued existing institutional arrangements will have to oe substantially 
modified This voii •• t seeks to contribute to raising and debating tfie relevant questions 
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Calcutta Diary 

AM 


It IS August 1991, fifty years since Rabindranath Tagore died and 
Viswabharati's copyright over his works is to lapse at the end of 
the calendar year Anyone, fust anyone will now be able to print 
Tagoie and make a commercial proposition out of it What a 
calamity to befall Bengali cultuie Rabindranath Tagore is to be 
de-hnked from Viswabharati. the Vatican and the Pope w/// ceave 
to be inseparable categories But, on such a first rate banal issue, 
there is some dissonance 


CALCUTTA and West Bengal art having 
a generally lean timi I hanks to tht 
C duvery waters the centre ol eravitv ol 
the dialectics ol centre states relations has 
shifted away to Bangalore and Madras 
Nor does the line ol revolutionary in 
surgency touch’ West Bengal any mote 
halt a dozen chiet ministers were present 
dt the meeting recently convened by tht 
union home minister to discuss the pio 
bicm ol the Naxahic menace the chid 
minister ol West Bengal was not amongst 
them And in regard to plotters who aic 
contemplating or sus|Kcitd to be eon 
templating, to stage a walk out Irom the 
union, the list currently includes only 
Punidb, Kashmir and Assam \kesi Bengal 
has turned respectable 
Stodgy, unimaginative iimcc lor the 
Bengalis But, tinally, at least some cause 
for fresh excitement I his month mai ked 
the eompletioii of lilty years since 
Rabindranath Tagores death As in ihe 
political sphere hardly anvihing ol note 
has been happening ol late on the Bengali 
literary and cultural Ironts too On this 
point It IS necessary to make a distinction 
between the Bengalis over hcie—the 
Indian Bengalis—and the Bangladeshis 
Bengali, the language, is Icaisomelv alive 
supple and daily getting to be lutthcr 
enriched across the border bubbling 
poetry intense research on the language s 
roots and grammar and so on In con 
trast the postman does not even iing once 
in West Bengal, and it is a wake like US' 
niosphere the use ol Bengali as a medium 
ol comniuitication is thinning out, much 
ol the literary output in Bengali including 
ol the once widely bragged of poetiv is 
dull, insipid sivh^cd Ditto lor Bengali 
plays staged in C alcuita The least said ol 
the Bengali prima donnas who, a lew 
decades ago, got themselves accredited as 
trail-blazers in the cinematic arena the 
better T hey have lailcxl to get over the lact 
ol their being trail blazers once upon a 
time, how dare anvbody suggest that 
leave out technical Haws and other species 
of faux pas, neithci verbosity nor pom 
posity can quite pass for creative virtue 
any longer But perhaps it is the inexorable 


law ol economics which is sounding the 
Imal death knell fui Bengali Bengali 
htciaturc as well as Bengali theatre and 
cinema art viclims of a shrinking market 
[ \poit prospects arc dim ihcir pioducts 
will not be let in in Bangladesh Much like 
oui own love hate two wav relationship 
with ihc west the Bangladeshis too have 
I piobicm us (I IIV the Indian Bengalis 
Ihc cmtigim.' middle class ovci there the 
post partition eencrations cannot quite 
lid themselves o' the mlenoiitv complex 
of vote they wo'ry a gieal dial abesui 
eiiltiiial neocolonialism Omc Bengali 
peiiodicals Bengali fiction md Btrigali 
einem.i Irom Wto Be*iigal are allowed tin 
trammelled entiv into Bangladesh the 
iiiaikel loi then owntnatiyi woiks this 
Icai wouldshiink Ihe liusiiaiion in West 
Beneal iheictoie increases with iveiv day 
some lillttii erore ol Bengalis aeioss the 
bordei preseni a tantalising picture ol an 
immense potential maikit loi languid 
based trails and activitic's Bengali aliei 
ill IS the louith most widtly spoken 
language in the world taking ns place ini 
mediately altei Spanish bteasimt the ta|K 
with Aiahie vet tor the pieseiii ihn 
niaikct icinains a distant unreachable 
dieaiti lor the t\pt*rl mont'tis in West 
Bengal Only the gullible Indians can be 
bullied into swallowing hook line and 
sinkci the bail ol maiketloyehness Ihe 
lapaiiese and the South Koreans call it 
baloney in piivate those bclouging lo the 
so tailed ASIAN community, to whom 
the Bangladeshis have tirmly iiiaehcd 
ihemselyes have worse •epiihtls in nnnd 
I he quantitative ri'siiieiions on iIk iiiity 
ol merchandise Irom India will ilieieloie 
slay 

lo rest It to the dictum ol national sell 
leliaiici dot» not promise loo many extra 
notes ol ilicti lo the mongeis ol ereativc 
arts III West Bengal Bengali settlements 
111 Bihar Orissa and Uttar Pradesh have 
cone the way of dll flesh In large parts 
ol \ssam and Inpura, Bengali is now the 
language of onlv the samazdidai Within 
West Bengal itsell, despite strenuous 
patriotic exertions on the part of the state 
government, let us amend our previous 


statement, the aura is both of a wake and 
of death foretold Calcutta has now a 
population nearly three-nfths of whom do 
not claim Bengali as their first language 
E ven Bengalis of pure stock are discover¬ 
ing survival m the world’s commerce an 
increasingly dicey proposition, and the 
mother tongue as somewhat of a hin¬ 
drance There was a furore when a few 
years ago, ihe state government, falling in 
line with what had happened long ago 
everywhere else in the country, decided to 
have the mother longue as the only 
language of instruction at the primary 
SI age in government run and government- 
aided schools Denigrating the mother 
tongue has since turned into the dearest 
spotting event lor the better otf Bengalis 
Now or never, they have made up their 
mind, their children’s future has to be en¬ 
sured, m the competitive struggle tor 
building a career, Bengali is unwanted gar¬ 
bage the lilt savei is either English or 
Hindi The apparel shows the day As in 
other parts ol the country, girls from 
sophisticated Bengali households have, in 
Ihe course ol the past louplc of decades, 
crossed over en masse to ‘shalwar-kameez’ 
Biiigali IS ceasing to be the principal 
language in most such households What 
tht comlori ihly placed think today the 
rtsi ol ihe tube art bound to think 
lomotrow In any case Bengalis are well 
known eopveais Even most ol the so 
called avant grade plays in C alcutta are 
lilted siiaighi Irom Pnandello or Brecht 
oi lontsco or Piniti or Stoppard you 
cannot m fact pick holes with the eclec 
iism displayed in this shoplilting 

Ciiveii this general situalioii, there are 
not any thundciing waves culture wise, 
Indian Bengalis arc capable of creating in 
till immediate peiiod Willy ntlly, thev ac 
eordingly retreat to that refuge of last 
lesori, Rabindranath Tagore to his pro 
Sc including his fiction, his music, his 
poetry his paintings Tagore is the left 
over pride, he is also, for the Bengalis, the 
most icliabic of all cliches Righteous 
indignation bubbled over over a recent 
minor episode How dare Sotheby or 
C hristit auction Tagore manuscripts in 
london without taking prior leave of 
( aleiiita- and Santtniketan’^ Lightning 
telephone calls from the state chief 
minister to our high commissioner in 
lamdon, importunings with an expatriate 
commission agent who had apparently 
already struck a deal with a Japanese 
party All is however well that ends welL 
It IS a half century since Tagore died, it 
would have been shameful if any of his 
manuscripts had, m search of the highest 
bidder, travelled to alien shores 

Now another issue has reared its head 
around which Bengali parochiahsm has an 
opportunity to order general mobilisation. 
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He inouui L;opyngiit acu wntcn rnarket- 
jvers in the United States have their own 
eason to dislike, is currently the cause of 
ome extra heartburning in Calcutta and 
Vest Bengal In terms of the act, which 
I in general conformity with the inter- 
lational Berne convention, the copyright 
if an author’s works lapses at the end of 
ifty years from the day of his death 1 he 
ights over Tagore’s compositions, 
ncluding his music and paintings, were 
ill now exclusively held by Viswabharati, 
he apology of a university originally sei 
ip by Ikgore which has, m the course of 
he past few decades, slided into the 
irimogeniture of the country’s only royal 
amily. I unds for running it are arranged 
inder the Central Universities Act, and 
he funds are plenty The chancellorship 
if the university has turned into a sinecure 
if the Nehru-Gandhis, following Rajiv 
jandhi’s gory demise, theie is serious talk 
if installing that famous alumnus 
rom Cambridge’s correspondence and 
anguages school. Soma Gandhi, as 
/iswabharati’s new chancellor t sen 
itherwise, this supposed univeisity has, 
inder the benign tutelage sit the union 
lovernment, gtadually been converted 
nio a private fief of a select number 
vhoever the formally appointed vice 
.hancellor, this small group has continued 
o lule the roast One can become a pet 
onality of culture in West Bengal by 
imply being a part of the Viswahhaiati 
stablishmeni. much in the manner of anv 
.tray wayfarer in Ness Delhi's Kaisina 
teighbourhood being, by virtue of that 
tcry fart, automaiicaliy accepted as an 
mportaot entity of the country's political 
rstablishmcnt 

The Viswabharati authoiiiies, who cn 
oyed total control ovci the publication 
Ights of, and prcilits I rom, lagorc’s 
vorks, have not exactly covered them 
.elves with glory in the half century suki 
ns death They have been lugubrious 
onservative and cantankerous I hey had 
ill the opportunity to print and re print 
Tagore’s poetry and prose and musical 
.ompositions by their millions and 
hereby, apart from minting money, serve 
in intense social cause They did nothing 
if the kind Publishing was turned into 
1 iazv, rarefied occupation Important cdi 
tons were allowed to go out of prim f or 
to apparent reason, the schedule of 
lublications went into disarray Volumes 
innounced lor pubhcaiion with much 
fanfare m 1986 on the occasion of the one 
lundred twenty fifth anniversary of 
Tagore’s birth have, for example, yet to see 
he light of day Viswabharati’s depart 
nent of publications, in other words, has 
nade q bash of its role as a monopolist 
t has raked little revenue, not because it 
was lacking in bloody-mindedness, but the 
artefacts of the marketfnendly approach 


remained beyond its ken To be explicit. 
It has been plain inetficiem. On the other 
hand, it only played, it could be argued, 
the classical role of a monopolist by 
restricting output Be that as it may, it 
continues to be run much in the manner 
of a nineteenth cemuiy Bengali landlord’s 
home office Since the permanent settle¬ 
ment had taken care of the outlandish 
threat of the sunset law, why bother to 
strain yourselP fhe ramindars did not 
Nor has Viswabharati That still does not 
mean that the inscnsiiiviiies the 
quintessential landlord specialised in 
would not be pul on display ( omplainis 
"arc numerous about ihe brusque pettifog 
ging way this ot that \ iswabharati oullii 
lends to behave even while granting 
routine rights ol reproduction of the lac 
simile of a Tagore pamiing or manuscript 
despite ready oiler ol paying straightaway 
the royally asked lor ^ couple ol decades 
ago iheie was ihai mtamous incident 
when 'his csiablishinciu decided to give 
the ireatmeni to one who without ques 
non IS one of the most powcitui singers 
Bengal has prodused in this century 
thousands would lloik, whatevei the 
season, to listen to his renderings ol 
lagore songs, lagort he established Ihc 
point, belonged to ihi people, not to Ihe 
hoiiv tony 1 hat was an unpardonable 
lapse Reiiibution lollowed The gentle 
man was refused piimission hv the 
\iswabharati aulhoiilics to cut discs of 
lagoie composition on ihc pretext that 
he had indulged in excessive orchestra 
non in his arrangcnicnis I he singer had 
genius, he wanted to libcialc Tagore, he 
wanted to dc monopolise him, that 
Inchlcncd the davliehiv out ol the powers 
that be The singei died soon He had 
been ailing lor sonic nme, it is still a 
Widely held belicl tlun hi> deep disap 
pointmeni with the way the tyianis ol 


Viswabharati presiding over Tagore's 
estate treated him hastened his death This 
coterie is scrupulously invidious in us 
decisions and judgments Another expo 
nent ol Tagore music, very much a part 
ol the establishment, has rendered quite 
a few compositions, it was politely pointed 
out, not siricilv according to the original 
score So what, he thundered, he is not go¬ 
ing to stand anv nonsense, his credentials 
cannot be questioned, wheie Tagore’s 
songs are concerned, he is the law The 
Viswabhar^aii authorities, iheir monopo 
ly sialus notwithstanding, or precisely 
because ihcs had the monopoly did not 
make a squeak 

Now, suddenly, occasion for a slate 
wide whining T he Indian C opyright Act 
has Its mexoiabie ways It is August 1991, 
tiliy years since Rabindianath lagore died 
and Viswabhaiaii’s copyright over his 
works IS 10 lapse at the end ol the calcn 
clar vcai Anvone, iusi anyone will now be 
able to print lagore and make a commer 
cial proposition out ol it \\ hat a calaimiv 
to belall Bengali culture Rabitidianaih 
Tagore is lo be dc linked Iron Viswa 
bhaiaii, the Vatican and ihc P', i will 
cease to be inseparable calcgunes Bui on 
such a iirst rate banal issue there is se>mc 
dissonance Bengali ncwspapeis other 
wise great dclcndcrs ol the Viswabharati 
cstablishnicni arc in two minds Their in 
siinciive sympathies are with anv version 
ol ssstemaliscd isianiiv leais ate 
ihcrcloic being dulv shod lot Viswa 
bharaii li is howtvci alsei possible lo 
discern a scpai.iic gleam in ihcii esc One 
ot two of them ate already earnestly m the 
publications business, should ihcv suceextd 
in adding the lagoic iiilcs it could be 
bonanza ol a major pioponion, more so 
because ol the iiiicinaiional links they 
have already succeeded in tc>rging 

It IS an inieresting development Ihe 
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TOWARDS INDEPENDENCE 1940 -1947 
Asok Mitra 

Asok Mura travels down memory lane for the benefit of Ihc readers and 
recounts his days as an Indian mcmbci of the Civil Service The author provides 
new insight into the-aifamous Bengal famine of 1943 He documents Britain’s 
tacit encouragement of parUQon and gives an acute demystification of 
Mountbatten and Nehru, 
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THE NEW INDIA 1948 • 1955 
Asok Mitra 

The early years o' treedom saw winds of change sweep over Uve country 
bringmg m Us wckc fresh challenges and new responsibilities to a member of 
the Indian Civil Service The author provides a clear picture of India’s iclations 
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Bengali monopoly press is failing to come 
out in full-throated support of the 
axiomatic proposition that the Indian 
Copyright Act must be amended ex 
clustvely to protect the rights to Tagore’s 
works ot a self-seeking coterie, whose only 
credentials arc their unswerving loyalty io 
the progeny of Allahabad's Anand 
Bhavan it is still no reason tor the much 
maligned state government not lo bestii 


THOSE of us in India who tind Amnesxv 
International a squalid nuisance and 
whose response to its reports on this coun 
try IS akin to the rage ol ( aliban would 
do well to draw the lesson from the 
changed Soviet altitude to amnesty But, 
of course, this is not the Soviet Union we 
like The three days between August 19, 
the day of the coup, and August 22, the 
day It collapsed so ignominiously, exposed 
to the whole world that the Soviet Union 
we really love is the one we were used to 
in the past—authoritarian, locked in a 
cold war, with a veto in hand to bail us 
out of the mess in which our follies in 
Kashmir land us 

But now Soviet Union is a most 
fascinating country Sample this from an 
article by Sergei Volovets in Moscow News 
of June 16, 1991 (no 24 of 1991) entitled 
‘Amnesty international Human Rights in 
the USSR’ He writes 
Amnesty International celebrated its SOth an 
niversary late last May It has been treated 
on a par with NATO, the Cl A and the Pen 
lagon here in the past At a time when Soviet 
civil rights activists were sent to prisqn 
camps, and the most prominent of them to 
the city of Gorky or across the ocean. 
Amnesty tried to defend them like all the 
other prisoners of conscience throughout the 
world, and sometimes it succeeded 

After attacking the oppressions in 
Vilnius, South Ossetia and Karabaleh, he 
remarked 

In this sense organisations like Amnesty 
International are indispensable Human 
rights must be protected everywhere, 
including our country, at an international 
level Amnesty has representatives in 160 
countries (about 200 persons in the USSR) 
The campaigns carried out by Amnesty in 
defence of individuals groups or peoples 
have been effective so far In the Wbsi its 
moral prestige is exceedingly high and 
governments have to heed its opinion 


Itself It should come off its high horse 
and do the needful at this juncture That 
IS the least expected of it so the world 
could be convinced that, whatever the 
rumour, this government is not one hun¬ 
dred per cent anti-Gorbachcv Tagoie 
must not be nationalised, he must not be 
plebianised, he must remain a private 
monopoly Down with the Indian 
Copyright Act 


Considering the extent ot ihc problems 
the civil rights movemem in Ihe USSR is in 
a piiiful stale now What happened to the 
so called Burlatsk / commission which was 
SCI up with the authoriiies' blessing, when 
It seemed that Gorbachev was serions about 
continuing the reforms^ Who in Russia 
demands the release of the leaders ot 
national democratic movements in Central 
Asia ai rested and condemned as common 
criminals^ 

It IS precisely Amnesty that has a vital role 
to play immediately in defending our citi/ens 
without wailing till the civil rights movement 
icvivrs in Ihe Republics and Ihe Union Iruc, 
one hears it said again lhai the democrats’ 
coniacis with the West are not disinteresied 
that those who contribute lo Western mass 
media arc essentially traitors (witness the 
statement made by RGB General Iconov at 
a meeting ol Ihc Soyuv group of deputies) 
But this merely confirms the pressing need 
lot a civil rights movement in the USSR 

There was an article on Amnesty a year 
earlier in New Tones in its issue no 21 of 
1990 by Lev Yelin ll was entitled. 
‘Amnesty International in the USSR’ Its 
sub title was long and proud ‘More than 
iOO Soviet citi/ens have joined this human 
rights organisation ome unpopular with 
our authorities’ But it suU remains 
unpopular with our ‘babus’ who can 
teach the^ Bourbens lessons in mindless 
obstinacy Lev Yelin wrote 
Amnesty International is working for the 
release ot prisoners of conscience, for an 
early and fair trial of all political prisoners, 
for the aholiiion ol capital punishment 
against tortures 

Soviet law enlorcemeni agencies have long 
been opposed to Amnesty international 
Until 1988, books and articles about its 
'links' with the C lA poured forth in a steady 
flow, but m March 1989 the first Amnesty 
delegation visited Moscow where its seciioii 
had ceased to exist in Ihe mid i970s, almost 
as soon as ii appeared after tis members had 
been arrested Ian Martin, its Secretary 
General, tailed on our editorial offices and 


granted us an interview Last Apnl he paid 
us a second visit in connection with the 
Pijigress Publishers haviag brought out the 
Amnesty International’s report, ‘When Ihe 
Slate Kills The Death Penally versus 
human rights' The report includes a chapter 
about the 'JSSR The leadership of Amnesty 
International plans to send to us its lepiesen- 
tatives soon so as to discuss setting up a 
national section here 
Ian Martin a regular reader of New Tunes, 
visited our offices again recently One of the 
subjects of our conversation was why the 
Stiviet press, which had clamoured for the 
abolition of capital punishment in the early 
years of Ihe perestroika period, no longer did 
>o now Is It improper lo call for humaneness 
against the background ol growing cnmc and 
'ocial insiabiliiv^ 

Velin mentioned that he had found 
fiont Amnesty’s information bulleiins, ns 
monthly newsletter presumably, that 
Amnesty had adopted SO prisoners of 
conscience m the Soviet Union Half ol 
them were conscientious objections Eight 
had been locked up in psychiatric clinics 
There has been a most impressive flow 
ot writings on human rights in the Soviet 
Union in the last two years particularly 
New limes, issue no 4 ol 1989, published 
an article entitled, ‘international Control' 
C an Soviet People Appeal to Inter 
national Organisations in Case Their 
Rights Are Infringed Upon’’ It was based 
on l«s Yehn’s interview with feimura/ 
Ramishvili, member ol the UN Sub 
Commission on Prevention ol Dis 
crimination and Protection of Minorities 
n ended with a quote from foreign 
minister Lduard Shesardnadre’s speech to 
the 4Trd session ol the UN General 
Assembly, “international control in the 
domain of human rights is the imperative 
ot our time” ^ hen will an Indian foreign 
minister use such language’ 

On July 27.1989 Sovetskay Kuliuraf.iT 
ned an article b> T Mcnshikora on the 
right to know Oleg lyomushkin writing 
in New Times (no 42 of 1989) on the 
absence of the writ of habeas corpus in 
the USSR squarely posed the question 
“Why do we have period of detention that 
would make the Guinness Book of 
Records’” What have our C PI and CPM 
friends to say about preventive detention 
in the Soviet Union which is far worse 
than what we have in India which is bad 
enough It deserves condemnation and 
they are right in condemning it But why, 
why IS our Left silent on violations of civil 
rights in the USSR’ 
finally, there was a very interesting 
article entitled ‘Justice without Politics' 
by Yuri Feofanov in New Times {no 18 ol 
1990) He pleaded (hat ii would make 
sense to dispense with political depart' 
ments and party organisations in Soviet 
law-enforcement agencies But, he asked, 
will that make our courts really indepen¬ 
dent’ It IS an able plea for depoliticisa- 
tion of justice 


Cim LIBERTIES _ 

Soviet Union, Human Rights and 
Amnesty 

A G NtMirani 

The Soviet Union’s new attitude to the human rights situation in 
the country is not only welcome, but an example to be emulated 
by other countries as well 


1952 


UAmItIv AiiMMt HiA l<00l 



COMMENTARY 


Elections and Democratic 
Process in India 

Sarah Joseph 
Gurprrrt Mahiyan 


The notion of vote banks is crucial to the strategy of most patties 
as also of election analyses but it is difficult to gauge how 
successful It has actually been The recent election, for instance, 
challenged such assumptions 


ACCORDING to the received wisdom ol 
liberal democratic theory, elections con 
stitute an important clement in the 
democratic process I hey enable citi/ens 
to intervene directly in the political pro 
cess, select their rulehs and txpttss their 
policy preferences F lections thus Icgiii 
mise the powci exen iscd bv Koverninenis 
and make governments lepreseniattve 
No political svstem it is held canbetiuls 
demociatic unless it holds pctiodic and 
tiie elections 

Although this view ol elcelions loinis 
part ol the pohtnal iheoiv ind rhcioiie 
of our political system ihcic is anothei 
dirtcicni V ew of elections which has also 
gained ciiireiiev anumg political chics and 
even social scientists and is bcinc widciv 
disseminated thiough the media today 
I his IS an insiriiirientalist elitist mc'w of 
elections lecoidiiii to which elections are 
merely an arena in which periodically 
political elites snuggle loi powei I his 
stiiiggle IS viewed as a no holds bartee' 
ruthless lompctition anronc political 
groups III which mamlestos and promises 
are seen is no more than mobilisinc 
strategics and m which the votci is nieie 
accepted as an inteliiueiit partnei in the 
political pioeess True voteis still have the 
option in most cases ot expiessine then 
prcicrcnccs thiough their votes but the ex 
peiienct of the past has shown that the 
voter, laced with limited choices mav opt 
lor a < atididaie or party because it seems 
to be the lessei evil even though its per 
turmance when in otficc in the past has 
been poor I his has encouraged political 
parties to tiy and mobilise voters on a 
number ol short term issues rathci than 
placing more fundamental issues and 
choices before them 

This view of elections is not restricted 
to politicians Studies ol elections also 
reflect, to a large extent, this instrumental 
view ot elections Elections have been 
studied in two mam ways One is the tradi 
ttonal Election study’ conducted by social 


scientists and the other are the poll predic 
tions made by psephologists Although 
these foim distinct modes of study, there 
is also similarity between them A number 
ol election studies have been made by 
social scientists in India since indepen 
dciiee In the main these have studied the 
voting populal on ol diflercnt constituen 
eies and legions in erms of their socio 
ecOiiomie ehaiaeleiistles—caste, com 
nuinilv income and the like—and have 
tiled lo iclate ilu voting behaviour of 
eiii/ens to these vaiiables 1 imited 
ceiulalisations iboiii the political 
behaviour of diffeieiil eiti/en scetois have 
been made on the basis ot such data 

Ihe developmeiii ot psephologv as a 
specialised mode ol election analysis has 
leideel a Inch deyiee of precision and 
piedietivc eertiini to the whok enter 
pi ISC Psephologists give the highest 
piiori'v to accurate picdiction of the out 
eoitie ot elections Using available data 
leiiiloieed bv opinion polls and sample 
siiivevs they cxiiapolate statistical predie 
lions abou' 'he possible disiiibution ol 
votes III a partieiilu region Ihe notion 
ol 1 swine ol votes towards or against 
1 maioi pans like the ( ongress has been 
used as a tviol with which to calculate the 
number ol sen thii mav be gamed oi 
livst Such caleiil iiions accompanied bv 
an analvsis ol iiidix ol opposition unity 
tIOL ) have in the pastTiael a reasonable 
dcgiee ol success thus adding to the 
I lariievur and pies ge ol pscphology 

I leeiioii an ilvses and poll predictions 
eaptuic the iiue'csi ol t‘i public at elec 
lion limes but thev 'Iso piovide an input 
into the deeisioi making of political par 
tics Analyses ol voting trends have always 
been used bv [ ‘incs to evaluate the sue 
cess ot failure o' their election strategics 
and to help evolve further strategics The 
(, ongicss stvic o accommodative politics 
was the logical corollary of such calcula 
I ions in the past But what used to be done 
bv lulc ol thumb methods in the past is 


now being done in a more detailed and 
precise manner with the help of com* 
puterised information Thus the political 
calculations and strategies of parties and 
the election analyses of social scientists 
and psephologists feed on each other to 
reinforce a particular view of elections. 
They have of late, been supported by the 
press which conducts its own election 
studies, albeit in a more rough and ready 
manner 

A presupposition of election studies 
and pscphology is that elections constitute 
a discrete nairativc with a beginning and 
an end —i c, the installation of the newly 
elected government—and at the most, an 
election mav be compared to previous 
ones But lor the purpose of analysis, elec¬ 
tions form an autonomous event This 
naturally limits the scope of the generali¬ 
sations which may be made Election 
studies and poll predictions have con¬ 
tributed little to our understanding of the 
long term trends which may operate in the 
political system In any case, the picture 
they give us is of a system in which dif¬ 
ferent groups and categoiies are available 
for mobilisation in terms of their collec¬ 
tive interests Neither the origin of such 
gioups nor the changes which may be tak¬ 
ing place in each of them can be under¬ 
stood through such studies However, it 
IS assumed that group affiliations, parti- 
culailv caste and communitv affiliations, 
can be used lo mobilise support for a 
party nr a candidate 

I his IS, ol course, the basis of the belief 
that there arc vote banks which can be 
tapped Ihe notion ot vote banks has 
uncle rgone some changes over the years 
In the first few elections, the Congress 
relied on what were called power brokers 
to mobilise voles lot the partv These were 
often ruial elites who could use the sckio- 
economic dependence ol lower castes and 
the rural poor to generate votes The 
strategy was used with considerable sue 
cess bv the ( ongress in rural Bengal for 
instance, as also in other areas But 
changes in the rural power structure 
brought about by land reforms and other 
measures as well as politicisation of 
voters, has limited the scope of such 
strategies Power brokers now might have 
to use violence and intimidation to ensure 
votes The more 'ccenl notion ol a vote 
bank IS of mobilisation along caste and 
community lines by political leaders The 
assumption is that there is a collective 
identity which can be mobilised for votes 
through promises and concessions Poli¬ 
tical leaders then negotiate with com¬ 
munity leaders as well as make other 
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The notion of vote banks is crucial to 
the strategy of most parties as also of elec 
lion analyses but it is difficult to gauge 
how successful these strategies have been 
The recent elections, lot instance, 
challenged many assumptions about vote 
banks Neither OBC vote, nor the 
Muslim or Hindu vote tulfilled the expec 
rations of different parties However, the 
notion of caste/community vote banks is 
apparently so deeply entrenched that no 
falsification is possible by counter 
instances Reluctant to give up this notion, 
analysts have explained counter insiances 
as 'splits’ in the vote banks For instance, 
before the recent elections lissumptions 
about backward class and Hindu vote 
banks were made and political parties 
evolved strategies to tap them When these 
strategies did not entirely succeed thrv did 
not give up the assumptions but mcrels 
sought tor additional factors which might 
have influenced outcomes Thus it was 
said that the backward castes voted as 
Hindus in some areas under the spell of 
the ‘Ram rath' in others the Hindu vote 
was said to have been split by Mandal 
Little attempt was made to explore the ex 
tent to which the voting choices of people 
are actually determined bv such atiiihutcd 
identities 

One IS not densing the existence ol 
social and ethnic identities and lovallits 
but merely questioning the notion of vote 
banks which assumes a deternniiaie icia 
tionship beiwcen an idcniitv and voting 
preferences I’copic have multiple iden 
titles They max be simultaneouslx 
membeis of a caste, religious communiix 
or occupational oi gender based gioup 
As a member ol such putaiise groups their 
interests may at some level coincide with 
those of an ideal prototype Hindu OBC / 
woman/rural pooi Notionally a person 
could be a member ol each ol these vote 
banks However, which of these identities 
comes to the foreground depends upon a 
host ol factors Also, there may be con 
tradiclions internal to an idetitiiv ot 
clashes between identities Pohiical panics 
are continuously trying to identify grciups 
which may be mobilised loi political sup 
port and to do this they may have to con 
stiuct new identities bv icdclining the 
boundaries of existing ones But the 
success of this enterprise depends in the 
last instance upon the perceptions ol 
agents in this case upon individuals 
perceiving themselves as a part ol that 
groups and then acting in accordance with 
that perception 

It IS not difficult to understand why 
political parties have relied so heavily 
upon the notion of vote banks In the 
absence of strong grass roots Organisation, 
a record of continuous work among voters 
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vote bank strategies appear to be a softer 
option it appears easier to woo voters 
through promises and concessions, or by 
playing on then tears and insecurities 
Populism becomes then the inevitable 
consequence of this kind of politics 

It IS a pity that scKial scientists also have 
worked with the notion ol vou banks 
Sonic recent studies ot Indian politics 
have noted that development has onlv in 
cieased the political salience ot categories 
like caste, community and region I hex 
have there foie tried to adopt a social oi 
culiuial approach which accepts caste, 
e*ommuniiv and other'such piiniordial 
identities as permanent icaliiies ol the 
Indian scene W hat needs U) be explored, 
in iheir view is the changine hieiaichies 
ol doimii tnce in society and the lelation 
ship between doimnatiee and state powci 
( oiiieinpoiarv analyses ol cleeiions bv 
soci il seieniisis and political aiialvsts 
sh.iie these assumptions and build upon 
iheiii 

I leciion studies cotidueteci bv social 
seieiilisis have cencially adopted the tech 
nie|ues and assumptions ot behaviouial 
social seieiiee £ xplicilly non evaluative 
basing themselves cvn impiiieal data 
gleaned lioin sur eys usinv question 
naiies iltev analyse ihe voting bctiavioui 
ol the (Kipulation Ihe eailv siudics ol the 
I96()s and 7lls wiie made within the 
ftamewoik ol inodeiinsaiion ihcoiics 
They implicitly tried to test such 
hypotheses as wliat kind ol ehatucs 
modem demoeraiie institutions and 
development weic bringing into liadi 
tiorial seiciclies and to what evieiii | ri 
niotdial loyalties had been eioded oi dis 
pi Iced bv new loyalties in a modernisme 
polity like India Moie explieiily itiev 
leeoieUd the political awaieiicss and m 
volveiiieni (d dillcient groups and ex 
ammed the extent to vvhieh pailicipalioii 
III the political pioeess was mllueiieed bv 
laelois such as caste, idle ion hieiacv 
occupation etc I ooking back on those 
siudies It IS sinking how little they eon 
iiibuted tovvatds anv widen understanding 
ol Indian politics ' For some veais ihc 
Verdict was sell congratulaloiy a Iradi 
tional society sustaining dcmoctaiic pio 
cesses which would hoptlullv, ovci time 
bring about peaceful scKial change I lee 
tion studies haidiv reflected the mounting 
piessures which were to erupt in the 
political system 

Unlike the election studies conducted 
bv social scientists, pscphology has more 
limned aims although it also claims to be 
value neulial, scientific and exact 
Arguing that it is possible to develop 
measures of electoral change and to relate 
votes cast with seats won, it concerns itself 
primarily with predicting electoral trends 
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analyse the 'what' rather than the ‘how’ 
of elections, psephology has also addres¬ 
sed a wider range of questions In India, 
psepholvvgisfs have used census data to 
generate a profile of each constituency in 
order to draw conclusions about the 
voting propensity of different groups 
Measuring the ‘volatility’ or 'stability of 
voting support' for a party in different 
constituencies, they have tried to identify 
the social groups that support different 
parlies in a given consiituency there is 
thus a certain coniiiiuity oi interest with 
the carliei election studies However, in the 
absence ol a clear notion of the political 
system psephologists tend to select a 
random group of eategoru s and indices 
by which to classilv voters and voting 
tiends Vciy otien they merciv lest popular 
hypotheses I or instance, in the last elec 
tions pcueptions rcgaidine the effects of 
Mandal and mandir' weic tested One 
generalisation pul forward was that in HP 
even thi OBI s voted lot the niandii The 
Muslims hviwcver did not lesorl to tactical 
voime but stayed with the laiiata Dal In 
Madhya Piadesh ilu sympathy w.ivx 
mlioduccd a new ladot iiul almost all the 
consiiiueiuies tliai went lo ihi poll in 
lunc voted C onvicss \nd so on 

Ihc stalisiieal (ciieialisations pm 
loiw ltd by psepholoi isis ilo not ol coiiisi 
ollti ixplanaiions One miehi lot in 
sluice Icain dial die Kim lehar di ii 
swept IIP was sicmnied in Ml’ hui bv 
itsell It does not consliiiiic in expl iiuiiou 
I bus suvh {.eneialisatuin should nol bi 
lead as ,i maridaii for a paiiv on a pain 
vulai issue ^^c nvid also lo lemind 
otiiscivci that iheie inav be oihei lailoii 
which influence choices Hence one 
should be extremely cautious about dci iv 
ing any generalisations oi explanations 
from a statement of correlations and 
tiends The lack ol explanatory power is 
a well known piobicm wiih such em 
piiieisi modes ol analssis 

li has been noted (hai iheie is otien a 
diehoioim between the issues and com 
pulsions ol elections and the policies ot 
a government when in power An example 
ot this phenomenon is provided by the 
way in wlnth the present government is 
pushing through changes of far reaching 
importance with the minimum ot debate 
even though such measures were hardly 
diseusscHi during the elections Parties like 
the C ongiess or BJP which had included 
liberalisation in their manifestos prefer 
led to mobilise votes on issues like the 
‘Ram mandir’, or stability or Rajiv 
(jandhi's assassination The limited scope 
of election analyses both reflects as well 
as suppoits this elite notion of govern 
mem This possibly accounts for the 
cynicism and apathy with which voters 
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fMM tM ncent tfectiom. fen pMtiei 
ctinptisMd on important btues facing 
tKe country and few voters believed that 
participation in eleaions would help them 
relect a government actually committed 
to their needs and anxious to stand by its 
electoral promises. The violence and cor- 
ruption generated during the elections 
only added to the general apathy 

A controversial recent resuiemcnt ot 
democratic theory by thinkers like 
Schumpeter and Dahl has held that the 
primary purpose of elections is to enable 
elites to compete for office raiher than to 
encourage active participation by the 
masses in politics The actual conduct ot 
government and choice ot poticies should 
be lett to elites who would be responsible 
to the eiecioiale A similar notion seems 
to support both the attitude ot political 
parlies towards elections as well as elec 
non analyses I lections arc seen as a pro 
cessbv which populai suppon loi paints 
IS elicited and iccoided Hcnci paiiicsaic 
resorting more and moie to niaikcliiig 
icchniciucs, sckclinu issues likclv locarrs 
the widest appeal pion'ciing‘iniaiies’ less 
Mcw them as occasions lor raising basic 
issues and concern 

A side elicct ol this aliiludc towards 
elections i that incitasingis people aic 
resoiiing to Jnect iniersintion in the 
polilicai piiKt ss tlirouch siolcricc or mass 
mobilisaiieiii Ihc Iasi decade has seen 
mobilisation e>n an unpiccidenied scale 
on issue like ccoloes inbal iighls 
agiicultuial prices Howcvci ihc aclual 
success ol itu mass nierveincnis has oe'cii 
modest Menemctiis rcpiesciiimg powcilul 
gioups like kisans iiias win loiicessions 
soonei Ol liter since lhc\ loiin a power 
lul lobbv within pohiical parties as well 
liul the rural poor eiiganised around issues 
like eeolergs lesetllcinelll ire not alwass 
IKrceised as a poieniial vole bank m spue 
ol then impressive eapaeiiv lor inobilisa 
Iron Hence the issues ihev raise ar loi 
always pul highVin ihe poliiieal agenda 
bv paities en uoveinments 

One ol Ihe eoiiteiives which has been 
suggc'sicd loi this stale ol allaiis is demo 
eraiie it oiganisaiiem ol political panic's 
or innvi pariv dcmeveiaev This ii is 
hoped, would help them pci loim more cf 
lieiciiilv iheii roleol aiiiviilating popular 
demands While mnci pans demoeraev 
would probablv challenge the doininaiiee 
ol social eliles within political panics and 
generate a new kind ol Icadciship and 
style ol lunetminng, ii is doubtiul 
whether, bv iisell, it would make a major 
change in the political system Political 
parlies themselves tend to view demoerati 
sation mainly as a means of more cl lee 
tively disseminating party programmes 
and building up a grassroots suppon base 
for the party It is not evident that pai 


ues like the BJP which chiim to hgve a 
democratic style of functioning are any 
more responsive to people’s needs and 
aspirations than other parties. 

In the recent discourse on politics in 
India, two models of development are 
being sharply contrasted—the Nehruvian 
socialist model and the market-oriented 
model being implemented today The 
Nehruvian model of development was 
part of a package which included parlia¬ 
mentary democracy and self-sufficiency 
for the country It envisaged a wide role 
for the state in both production and distri 
button while also reserving an important 
space lor market lurces But it was soon 
discovered that il would not be possible 
to ensure egalitarian distribution without 
a strong political movement to sustain it 
This was discussed m many a five year 
plan and other oilleial documents Some 
progress was certainly made but both 
equity and faster growth became victims 
io an extciii ot aceommodaiive puliticv 
The tnaikei model differs from the earlier 
one in that ii has given up the goal of self 
sullieieiicv and envisages a much nar 
lower role lor the state The slate would 
be needed to provide infrastructural 
taeiliiics in certain key areas of distribu 
lion i or the test market forces should be 
given tree plav lot grcatei productivits 
and cfliciency And while the Nehruvian 
model was comniilicd lo democracy, the 
niarkci model is not necessarily so 
Agencies like ihc Woild Bank would 
gauge the prospects and advantages ol 
clcmocracs lot a countrv like India 
iliiough staiistical co relations between 
various indices guided by the osciiiding 
piioiits of goals like stahilits and growth 
Apparcnils ihts do iiol make possible ans 
film conclusions 

Dcspile these dillcrcnces the notion of 
democracy which informs both ol these 
models is an insiruiiicntal, chlist one We 
have argued ihai political practice based 
iijion such a notion of demoeraev ha' con 
tiibiiled towards discrediling the poliiical 
svsitm and even the toiiccpi ol demo 
craev A dillciciii vic'w of demoeraev 
which reasserts the values ol popular 
partiLipation and accdunlabiliiv could 
help to restore some credibility to political 
ptoecsses In a more parttcipators model 
eieclions would he seen as one among 
mans democraiic prixesses, sustained b, 
other processes and vilh a significance 
which extends levonil tiu' selection ol a 
governmtni And or ly m that framework 
Ihc identiiv ol ih voiei as ciiwen who 
weighs the ptiloimancc ol govcrnmeius 
might come U) i quire some impoiiance 

Note's 
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Excerpts from the speech of Sri.SP. Sabapathy, 
Chairman, Bank of Madura Ltd. at the 48th Annual 
General Meeting held at Madurai on 12.8.91. 


Sri. SP. SABAPATHY 


Bank's Performance 

Ttie progress that ihe b ink has srhipved 
during 1991 has been sue h that ne^r mileslones 
have been passed m key areas Despite the 
deceleration m the rate ol qiovvtti ol doposi's 
of the banking system our Bank could cross 
the landmark r)l Rs 400 rrores the non 
resident deposits increared by 31% Gros, 
credit crossed the landmark ol Hs 200 crores 
and stood a! Rs 222 crores registering an 
increaso ol 162% over ttie previous ye » s level 
The Bank has liillilled the norm ol 40% in 
respect ol advance^ to priority sorior 
piescnbed by ttie Reserve Bank 

The vwrKiiiy ol ttie Bank has yieldt'd net 
prolit of Rs 200 lakhs as coinparcd to R' 141 
lakhs in 1989 90 This was made pos'iWe by 
optimum utilisation ol funds I am happy to 
report tlial we are one ol the very tew Banks 
in the country to charge full deprer lalion on 
Government securities and even alter 
absorbing deprecation the Bank improved the 
return on Government and approved secuirtie" 
to 109% The ratio ol idle assets to demand 
and lime liability is kept at a low level Ttie 
perlormance of the Bank irt this area is 
recognised as one ol the best in the banking 
industry 

Outs IS the only private '■eclor bank in 
Tamilnadu privileged lu have been authorised 
by the t Klcrnal Allans Ministry to sell passport 
application forms Ihrouqli selected branches 

Dividend 

I am glad lo report llial Reserve Bank ol 
India hive approved p lymeril ol IG (lOr coni 
lor the year ended M.irr h 31 1991 as against 
14 pei cent declared durincj the previous year 
The rights shares are eligible lor dividend lor 
6 months 

Outlook for 1991-92 

for the current year we have planned lo 
reach Iho landmark ot Hs 500 crores deposils 
To achieve this obieclive certain potential 
branches liave been identified to be placed on 
the last track We propose lo enter into Credit 
Card business through a tie up arrangement 
with Canara Bank We plan to introduce 
computerisation in 12 more branches in 
199192 Applicaiion has been submitted to the 


Reserve Bank ol India lor licences lor opr'iiing 
new branches in 41 centres during the current 
plan period 

Issue of further shsres 

It IS niaiilyinq lo note that the 1990 Riqlits 
Issue tor Rs 5000 lakhs was made a suer ess 
titanks lo youi overwhelming response A'- a 
result lire psid up capital has unproved to 
Rs 14990 lakhs In line with ttie increase ol 
B ink deposit*' ttie Directors are ol the vi“vi 
111 4 the I ilin 111 net owned funds lo rleposils 
iKXild he incre laxJ for enablinq lurthei is'-iie 
o( shaif5 tile .uillioiispd caixtal i* proposed lo 
be enl anr ed lo R* )00 lakhs In the agenda 
lo' lhi> incf II q lliere i' an item seeking 
appiov.il ot the t aieliolders lor autlinrising It e 
B md ol Diret t ir- lo issue additioi il '■liare s 
fni R 75 liHi. S'" Right* Is'i c diii nrj 
Novemtiei 199' 1 *tvtuest ill the '•ti iretioldi 
to give r on* enl to* this I'sur and ii pout 

I ivo II ihiy 

Budgetary proposals and the Banks 

Ttie wiifirlr nc I el )t| 0 (yaiiri(j on I lire ImIp 
on deljeiilurr looldallp'tiriebink.* txi'l wsy 
itiiouqli In*'*' ol del < jts and good idvitu ( 

Dl le r li p I oin n 1 e* would iilher ijr Ir Hr 
( tpilil III iiki I 1 id raise lund*' II m rome to 

II < I finmerciril t) i ilc, lor boi rowing i 1 1 gl r 
rile 

Allhoiigh l‘ie budget propo ale t ad treed 
the fluid*' market Itie banking ind idry ha* luil 
witnessed any msjoi relaxation. whil',r)ever 
The combined impact ol the intern.t tax the 
un*u*'tainab‘e level of CRR in t 5111 
leqi iiierrinnts and low interest tie aring sex untie 
mean high cost and lower earnings for banks 

Besides an additiona' administrative 
burden of a great dimension has been 
proposed lo be imposed on Banks which are 
supposed lo deduct tax at source from those 
customers who earn more than Rs 2 5001 per 
yoar in iiileresi income I am ol lire firm 0 ()inioii 
that till' would substantially add to operation it 
costs of the banks I sincerely hope that the 
Nan'-iintnii Committee recently appointed by 
Hie On/inninont will Icxik into oil IIin prolili'iii" 
fated liy llio banks and address itsc'll lo tlio 
proper re organisation ol Iho banking 
institutions lo make them mure etiicieni and 
productive 

Non-pertorming advances 

As all ol you are aware the incidence ol 
non periorming advarwes Itiough in varying 
degrees has been the bane ol the banking 
industry The problem of realising sticky 
advarxies through normal legal process is 
becoming more and more dillirult Suits for 
recovery ol advances take as much as 5 lo 6 
years to get a decree Alter getting tlio decree 
ttie execution is also delayed lot a number of 


reasons beyond the control ol the banks The 
due*' to Goverrimont State and Central 
in* ludirig Income Tax dues are recovered as 
arrears ol 1 and Revenue in an expiedilious 
manner A' the hanks make advances from Iho 
savings ol the (nnimunily as a whole there is 
a strong case lor dues to the banks lo be 
treated on par as dues to Government We have 
represent^ the matter to If re Reset ve Bank of 
Indn to dovise urgent measures lo solve this 
problem 

Privatisation of Banks 

Rriv it( 'vector Banks are rendering 
(onlinendabit services lo lire ruslomeis as 
also IP the ( Tfnmurxly at large We seek support 
Irnm Hu (jovi'inmeiit for maintaining their 
iriounH with us and tor eliininaling 
d'crim nation nietfd out to i s Now i lot of 
disuii'iofiI' liking place abou' piivatisation 
ol r utiiii ■'er loi •ii*ik' and 'liis le kIs us lo 
helie« till' Him would not he any lurtlier 
niloi H ill in Hu i* i «*■!( nine movr whii li 
wH r eilr lieilHiy c nudion an oiigsl all 
tunk* 

Sick Units 

t'le wiy k 11 It Milu'ln il 'ir knes* c.nnnol 
lu it 11 * e>peii*eol lia ik H ink.* do not have 
iriPKtnu-.lit)lt lu ids and liolh banks and 
tinnowi I '■Il ulri krxiw till I tie Governor of 
Hie Hi nr a- R ink ol Intlia Mi Venkifiiamanan 
lia* ii(;hily said lltat hanks shoulrJ work 
pipit itily kfrping in view the twin riitena ol 
ti**cn*ning rnn'urTn*r Iriendly and reacting to 
tluHirje II a bank sii''lain«' losses it ultimately 
hei onies the resfionsibilily ol llie Government 
even Itiougti money may belong to the 
depnsitni 

llndue and iinwarranleiJ concessions and 
iiHiels and lurltiei pumping in of additional 
fund by tianks lo sick units ol quteilionaWo 
u iliil ly a* being diiocled by BITR is certainly 
I o' a 'leallliy sign and will dolmiiely make even 
Hie lending tianks go sick in some cases 

Issue of Bonus Shares 

It IS higli lime ttie well run privnifl sector 
banks with sound (inancial positron such as 
ours should be allowed to issue bonus sliares 
Alter all the dividend pay ouls have boon 
regulated by lire Reserve Bank ol India and I 
for one have always tell that shareholders in a 
commercial bank are not adequately 
compensated At a recent meting with the 
1 xecutives ol the Reserve Bank ol India I 
iHlerdted my standpoml and requesled them 
to bestow thought to this subject 
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Price Rise Gathering Momentum 


The impact of the devaluation of the rupee and the budget 
proposals has been marked on the pace of price rise. 


THE wholesale price index recorded a 
growih of 6.1 per cent during the first 18 
weeks of 1991-92 on a point-to-point basis 
as compared to S.3 per cent last year. 
However, if one measures the rise on an 
average basis, it was notably higher al 11 
per cent as against 9.1 per cent in the com¬ 
parable period of 19W-9I. 

The wholesale price index was 191.8 on 
March 30, 1991 and was moving up at a 
steady pace during the first 13 weeks of 
1991-92 ending June 29 to reach 196.4. 
However, after the devaluation ot the 


rupee the uptrend in prices gathered 
momentum and in the next three weeks 
the increase was 1.2 per cent. The an¬ 
nouncement of the budget proposals on 
July 24 gave a further impetus and in the 
next two weeks the price index rose by 2.3 
per cent. 

The increase of 6.1 per cent in the 
wholesale price index during the year up 
to August .t was brought about by a 9.3 
per cent rise in primary articles (11.7 per 
cent in 1990-91), 4.5 per cent rise in 
manuraciured pioducts (3.5 per cent in 
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Mole. Figures in brackets arc weighted contiibulions 


1990-91) and 4.3 per cent rise in fuel, 
power, light and lubricants (1.3 per cent 
in 1990-91). The respective increases in 
1988-89 were 6.2 per cent, 6.5 per cent and 
0.5 per-cent (Ibble I). 

The price rise of 5.8 per cent in 1989-90 
up to August 5,1989 was thus largely due 
to a spurt in the price of manufactured 
products. This trend underwent a sharp 
change in 1990-91. There were steep in¬ 
creases in the prices of products under dif¬ 
ferent primary commodity groups. This 
pattern was repeated in the first four 
months of 1991-92. 

The price of consumer articles'(weight 
37 per cent) spurted by 9.7 per cent com¬ 
pared to 8.8 per cent last year. The in¬ 
crease in prices of edible oils can be at¬ 
tributed to a shortfall in domestic produc¬ 
tion and inability of the government to 
import large quantities of oils due to scar¬ 
city of foreign exchange. Prices of other 
food articles seemed to have risen on ac¬ 
count of the increase in transport costs. 

The commodity groups that seem to 
have been affected by the devaluation and 
the increa.se in oil prices include electrical 
and non-electrical machinery, tiansport 
equipment and parts, cement, basic in¬ 
organic chemicals and organic chemicals, 
etc. Table 2 presents the trends in these 
items. 

In the retail market the prices of all 
these items were ruling high. The rate of 
increase in most commodities has been in 
ihe range of 5 to 15 per ceni. The con¬ 
sumer price index for industrial workers 
had spurted up by 4 per cent in the first 
quarter of 1991-92 up to June 1991 (the 
latest data available) as compared with 4.5 
per ceni in 1990-91. 
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7.3 

20.6 
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12.1 

' 7 

- 1 8 

20.1 

12.6 

Metal products 

1 823 

-16 

98 

12.1 

8.7 

9.5 

Non-electncal 

machinery 

3.277 

6.3 

3.7 

5.6 

11.3 

lO.i 

Elect rical 
" machinery 

2.991 

5.4 

3.4 

3.3 

10.3 

5.7 


• End March to first week of August of each year. ~ j . . t ^ ^ 

•• index of cereals, pulses, fruits, vegetables, milk, egg. fish, meat, tea, coffee, bread, atta, sugar, cotton textiles, medicines, soaps, etc 

••• Composite index of fibres, oilseeds, other non-food articles, mettllfc min^ and other mineials. 

•••• Com^te index of crude mineral oils, coal, electricity, fertilisers, iron and steel, ferro alloys and non-ferrous metals. 
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Kashmir and India 

DN 


For the pan-Indian bourgeoisie it is as a captive market for its 
manufactures that Kashmir is important and not as an area of 
investment. That is the reason why customs barriers between 
Kashmir and the rest of India were lifted while restrictions on 
non-Kashmiri ownership of property in Kashmir were left 
untouched. 


SARDAR PATEL, recently docoraietl 
with a posthumous Bharat Ratna, it 
would seem, was not so keen to have 
Kashmir in India According lo M J 
Akbar’s Kashmir. Behind the Vate, 
(Viking, New Delhi, 1991) that was 
because of the Kashtnit valley’s over¬ 
whelming Muslim population "Patel felt 
it would be far better for the niiiely-sis per 
cent Muslim Kashmii Valiev to go to 
Pakistan" (p 102). 

Nehru, on the other hand, was clear 
that Kashmir should go lo India, not 
because, as some Kashmiris allege, he 
wanted to preserve access to ihe tabled 
spring waters of ( hashmeshalii, or 
because of his "eommiinieiii lo secu¬ 
larism'’, as M J Akbai would have iis 
believe, but for more prosan leasons. 
Nehru wrote in 1948 to Attlee: "Security 
ol Kashmir. . is vital to the seeuiity ot 
India especially since pan ot the souihern 
boundary ot Kashmii and India are 
common Helping Kashmir, iheieloic, is 
an obligation ol naiional intciesi to India" 
[Akbar, p 121 j. 

Nehru was not the first person lo argue 
in these terms. Early this (.enuiry, the 
British colonial ideologue and viteioy, 
Ctirzon, had argued in similai lernis, 
when he enunciated the imperial siraiegic 
doctrine for the British Indian empire: 
“India is like a fortress, with its vast iriioai 
of the sea on two of her faces and with 
mountains for her walls on the remainder, 
but beyond these walls, which are some 
times of by no means insuperable height, 
and admit of being easily iieneirated, 
extends a glacis of varying breadth and 
dimension We do not want to occupy it, 
but we also cannot afford to see it 
occupied by our foes. We arc quite con¬ 
tent to let it remain in the hands of our 
allies and friends, but if rivals creep up 
to it and lodge themselves right under our 
walls, we are compelled to ititervene 
. because a danger would thereby grow up 
which might one day menace our 
security .. He would be a short-sigl)tcd 
commander who merely manned his ram¬ 
parts in India and did not look beyond" 
[Neville Maxwell, India's China H'ar, 
Jaico, Bombay, 1970, p 21 ]. 

Notions of strategy and security are as 
much class notions as any other. There arc 
no simple, straightforward 'geo-political 


compulsions’ which would dictate that 
kashmir must be pai t of India. The com¬ 
pulsions ol the Indian state, of the pan- 
Indian big bourgeoisie are those which 
they have taken over liom colonial British 
India, as tan be seen by comparing 
Nchiu’s statenicnt wiili that of Cur/on. 

I hev are not the compulsions ol those 
who would build a inoie democratic oidei, 
Itnir.ded, among other things, on the en¬ 
ding ol all loinis (>l national oppression 
I tirthci though touched in leirns ol 
setiiriiy tins is not .i question ol security 
1 he real queviion is that ol expansion- 
set in iiy IS a way ol iiisiilying that evpan 
Sion Ml leiins th.ii appe.il to national sen 
iimenis W hat is at slake is not a genuine 
setuiiiv mieiesi, but ilie interest ol being 
able u> exploit markets ;ind being able it> 
dispose of labotii sin pluses It is the pan 
Indian bie bourgeoisie whose inteiest is 
tliielly involved in holding on to the 
Kashmiri maikei aiul using its surplus 
But, as we will see laici, othet sections ol 
the bourgeoisie, iilv hiding sections ot the 
imddle bourgeoisie and even aspiiants to 
the bourgeoisie, are also inieresied in 
holding on to Kashmir 

I heie IS a widespread notion iluii Delhi 
does not gam anvihing from Kashmii. and 
ih.ii, on the contiaiv. Kashmir is 
pampeied and subsidised by Delhi. As is 
common witli all the Special Category 
Hill States (which also includes Himachal 
Pradesh and the iKuih-easlern stales) 
lariimu and Kashmir does receive a high 
pel capita "assistance' Itom IVIhi. But. in 
the tase ol J and K alone, this central 
assistance is 70 per cent loan and .10 per 
eeiit gram, as against 9(i per cent gram 
and 10 pet cent loan toi the other states 
lArshaci Magsood. 'New Delhi "and 
Kashmir: Integration or Alienation?’ in 
The Kii'.hnui DiMiei, lebruarv 19911 
Conseciueiitly, ihe mote the 'assistance' 
Irom Delhi the woise r and K’s fmanciul 
position becomes "In tact, the bulk ol the 
annually incteasing budget dcliciis is ac 
cointed lor by the burden ol interest 
payments to the Central Ciovernnient Out 
of the cut rent yeai’s puvjccted delicit of 
about Rs .i70 croie, almost Rs 3(8) ciorc 
were inleiest payments" (Maqsood, p lOj 
I urthcr, .1 and K government espen- 
dituie, even more than those of othet 
states, IS determined by ‘secuiiiy’ 


considerations—Delhi's attempt to crush 
the movement for independence currently 
going on in the valley and its military 
confrontation with Pakistan and China, 
fine of the major expenditures over the 
years in Kashmir has been that on the 
highway linking Jammu and Srinagar, a 
highway built and maintained at great 
cost. The highway was built initially for 
military reasons, to enable the Indian 
aimed forces ic) sustain a substantial 
picsence m the Kuslimir valley. But, as in 
the ease ol the railways 'he British built 
alter the 1857 uprisings, the means of 
comiriunitaiion have commercial as well 
as militarv uses—the same highway is also 
the avenue for selling manufactures and 
oihei commodities m Kashmir, and for 
taking Kashmir’s timber and other 
primary products out. The irony is that 
Kashmir pays twice lor the expenses in¬ 
curred m keeping it siibiugated—the funds 
iK't t.inly come partis out ol its own 
hudi'ct, but they also entail continued 
interest payments to Delhi. 

I manciul payments are, however, only 
a small part ol the matter. More urpor- 
laiit arc the commercial trade benefits that 
accrue to the paii-Indian big bouraee.isie. 
t ustvmis barriers existed between Kashmir 
and the rest ol India until the arrest of 
Sheikh .'\bdullah It was only af'er hi.s 
arrest, with the puppet government of 
Bakshi Cihulam Mohammed in place, that 
ihe customs barrieis were lifted (Akbar, 
p 158} \5ith tree trade imposed on 
Kashmii, trade then developed in the 
classic colonial manner - manufactures 
liom the metropolis exchanged for raw 
maiertals and other primary products 
trOin the colony 

Kashmii has been providing an increas- 
mg amount of timber and other primary 
products, including fruits. Kashmir’s two 
main natural resources are forests and 
Witter 'I hetc has been extensive deforesta¬ 
tion, with timber being supplied to the 
Indian railways “Apart from the wide¬ 
spread adverse ecological impact, a high 
value rcsouice was sold at virtually a 
throwaway price which not only did not 
hung any substantial monetary benefits 
111 leims ol curieiii levenues but also 
eroded the potential lor future income 
and the State’s capacity for self reliance” 
(Magsood, p ll| 

) urthci crushing any attempt at self- 
lehaiicc, the central government has 
moved III take lull control of Ka.shmir’s 
water resources. There is a combination 
ol low potential utilisation (out of the 
estimated 10,0(X) mW potential, only some 
l,(XXf mVV of generation potential has 
been created) with important projects 
being under the contiol of Delhi. Even the 
commi.ssioning of the Salal project did not 
icsuli in any lessening of the power 
shortage in the Kashmir valley, because 
the transmission lines had not been 


Economic and Political 3Mreklv Aumitt 74 toot 


1959 . 



U H D E 

Engineering With Ideas 


U H D E 


INDIA LIMITED 

TJhde House’ 

LBS MaiK 
Vikhroli (West) 

BOMBAY - 400 083 

Phones 587701 (9 lines) 

Cable LIHDEREtT 

Telex IIHDE 011-^1654 


NOW DOUBLE YOUR 

MONEY 

IN 5 YEARS 6 MONTHS. 


LHf aivc July 4 19*51 interest ra’es on Bank 
depo t hdvf beer hiked by 1% on ten deposits 

Now you can double vour money in |ust S years 
6 month' and tarn upto 25 94% yield p a on long 
term deposit, of 120 months Check *he table 


Deposit Term 

ad 

Interest 

Rate 

New 

Interest 

Rate 

46 day' to less 
than 1 year 

8% 

9% 

1 year to less 
than 2 years 

9% 

10% 

2 years to less 
than J years 

10% 

11% 

3 years and above 

12% 

11% 


nMUCITY 


njtuc secToe 

(MWS 




Now your deposit can earn even mote — with 
all the safety and security Public Sector Banks offer 

Come to any branch of PuHic Sector Banks 
and benefit from the new highN interest rate 



• Alt«h«bid Bank • Co^omior Bank • Punfib A Sind Bank 

• Af^tva Bank « Otna Bank • Siait Bank ol India 

• Bank of Baroda • Indian Bank • Siata Bank of Bikanar 

• Bank of India • Indian Ovaraaaa Bank • Siaia Bank of HydaM 

• Bank of Maharaanifa • Na«r Bank of India • Siata Bank of indota 

• Canara Bv* * Onaniai Bank of Oommaret • Staff Bank of Myaofa 

• Cantral Bw* of tndta • Punjab Maiionai Bank • Staff Bank of Patiala 


• Punfib S Sind Bonk 

• Siait Bank of India 

• Staff Bank of Bikanor A iaiowf 

• Siata Bank of Hydanbod 

• Staff Bank of Indoft 


• Siata Bank of Souraanira 

• Btaia Bank of Tfovoneora 

• Syndicata Bank 
«UCOBink 

• Umon BoNi of India 

• Uniiad Bank of India 

• V^ayaBonk 



I960 


Economic and Political VfeMy Auguit 24,1991 




upgraded. So that, white in the midst of 
winter Srinagar was. without power for 
three days in the week, power from Salal 
was being supplied to the northern grid, 
to meet the needs of Delhi most likely 
“Naturally the question came to be ask^ 
whether this was a case of faulty planning 
or deliberate negligence” [Maqso^, p II] 

Step by step, all the key power projects 
in the state were uken over by the 
National Hyde! Power Corporation 
(NHPC) Again, it is during periods of 
central rule; or when puppet governments 
were in place, like the one of G M Shah, 
that the decisions to hand over various 
projects to the central organisations were 
taken The 400 kV transmission line was 
handed over to NHPC during the period 
of Cl M Shah, while Jagmohan's two spells 
ol governor’s rule were very beneficial in 
extending Delhi’s contiol—the Sawalkot 
and Baghlihar projects on the Chenab 
were handed over to NHPC during his 
tirst spell in 1986, and in 1990 the 200 kV 
line project was handed over to NHPC 
\s Arshad Maqsood points out, “ 
NHPC will control not only the genera 
non but also the distribution system, 
particularly in the Valley, the implications 
ot which can well be imagined” (p II) 

Other exports Irom Kashmir are those 
of fruits, mainlv apples, and handicrafts, 
mainis carpets and shawls The trade in 
apples IS controlled at Delhi’s A/adpur 
mandi by Punjabi khairi traders Theauc 
lion in this market is clandestine, lending 
Itself well to price fixing by the traders 
knowledgeable observers esiimatc that the 
growers in the vallev get only about 20 pei 
cent ol the auction price 

In handicrafts and shawls, the trading 
situation IS different from that in fruits 
In these fields the iiaders too are 
Kashmiris, including those at the retail 
end in non carpel handicralts Ihetradi 
tional Kashmir! ‘kharkanedars’ are traders 
fiom the caipci and shawl trades Ih 
master weavers are attached to particular 
kharkanedars’ A substantial Kashmiri 
bourgeoisie (substantial not m si/e, but in 
numbers) has grown up m carpet, shawl 
and other handicraft manuiaciures 
These, of course, are handicraft and not 
factory manufactures, which are con 
spicuously absent m Kashmir 

Investment in Kashmir by Delhi and the 
pan Indian bourgeoisie has been basical 
ly in two fields—roads and communica 
lions for military purposes, both lo sup 
press the independence movement in the 
vallev and in order to confront Pakistan 
and China, and commercial purposes, and 
III power generation and transmission, so 
as to better exploit Kashmir’s natural 
resources ol water and forests Capital in 
vestment (or industry has been virtually 
non existent The pan Indian bourgeoisie 
and Delhi have invested virtually nothing 
in the field ol industry There are two 


measly government sector factories— 
assembly units of the HMT and ITI, with 
investments of Rs 5 crore and Rs 50 lakh 
respectively Wages in Kashmir are quite 
high—something like Rs 50 a day for 
unskilled labour in Srinagar So, wages are 
noi such as would specially attract the big 
capitalists to put up plants there 
Overall, Kashmir is important as a 
market for Indian manufactures, and not 
as an area for the investment ol the Indian 
big bourgeoisie’s capital Other than rice, 
most Items of mass consumption are im 
ported Kashmii's imports are about four 
times Its expoits [Dratt Annual Plan for 
Jammu and Kashmir, J990 91, New 
Delhi) The excess ol imports over exports 
has to be made up through payments from 
other income —from tourism, which was 
estimated by lata 1 conomic C onsultancy 
Services to account lor one third of slate 
income m 1985 and Irom Us earnings tn 
handicrafts and acrivuliure 
lor the pan Indian bourgeoisie it is as 
a captive market lor its maniifaciurcs that 
Kashmii is important and not as an aica 
ol invesinieni That is the reason whv, 
soon alter the dismissal ol Sheikh 
Abdullah customs baniers were lilted 
bctwc'en Kashruo and the rest of India 
while restrictions on non Kashmiri owner 
ship of propel iv in Kashmir were left in 
place Of course ihctc has been a steady 
whittling down ol these restrictions and 
whenever necessarv the expedient ol 
90 vear leases has been resorted to 
Various central government organisations 
have been given suih long leases, as also 
big capitalists like Oherois Medium seale 
capitalists, like those who ran many hotels 


in Srinagar, however, have had (o buy 
short leases from Kashmin owners. These 
middle capitalists are the ones who have 
most resented the restrictions oa their 
buying of property m Sitnagar—as they 
have had to pay a rent to the Kashmiri 
owners of property, resulting in a reduc¬ 
tion of their profits Potential middle-level 
investors from the plains of Aryavarta also 
see the Kashmir restrictions on property 
ownership as a curb on their fundamental 
freedom to move anywhere in Delhi’s 
domains in search of profit and avenues 
of accumulation 

The differences in the Kashmir policy 
of the party ol the pan Indian bour¬ 
geoisie, the Congress, and the BJP, with 
Its large support among middle-level 
traders and aspiring capitalists, reflect dif¬ 
ferences between the big and middle 
capitalists on this score lor the pan- 
Indian bourgeoisie it is now sufficient that 
Kashmii remain a captive market for its 
maiiufaciurcs, so it does not press for an 
abolition of restrictions on private Indian 
investment in Kashmir For the middle and 
newly developed aspiring bourgeoisies m 
the plains particularly in the Hindi 
heartland unable to break ihu.tigh tn 
areas dominated by the pan Indian 
bourgeoisie, and facing competition from 
the growing Muslim and backward caste 
middle classes, the abolition of all restric¬ 
tions on their investment in Kashmir has 
become an uigent matter in the political 
agenda That is one ol the reasons why 
the BIP s programme, based on the assei- 
iion ol Hmdutva and the ending of 
At lick T'^O m Kashmir has now got a 
wider response m the Hindi heartland 
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Drug Industry: Crying Wolf Again 

Aran Bal 


In the last couple of months the drug industry has been putting 
enormous pressure on the government to review the Drug Price 
Control Order and all the later decisions on prices. Is its stand 
justified? 


IEW people are perhaps aware that the 
drug policy which is directly related to the 
health ot millions ot consumers is formu 
lated not by the health ministry, but by 
the ministry of fertilisers and chemicals 
The lists of essential drugs available to 
date have also been formulated by the 
ministry of fertilisers and chemicals I^si 
year, for the first time the health ministry 
came out with a list of essential drugs 
This first small step towards correcting the 
fundamental flaw in our health polic 7 
also a first step towards loosening the 
stranglehold ot the industry over the 
policy, did not go unnoticed by the in 
dustiy although the ostensible reason tor 
Its leactions since then has been the 
unremumerative’ prices of drugs Clearly 
the industry is trying to create a fear 
psychosis by issuing subtle threats— 
earlier, that it would stop producing cssen 
tial drugs unless the profit margin is hik 
ed and now, the strike call 

I he industry s mam arguments suppor 
ting Its actions are (I) uniemunerative 
prices ot final products, (2) no coniioi 
over prices ol uw materials (^) uncertain 
env ironiiicnt tor business, and (4) lack of 
automatic price hikes let us examine 
these one by one Over the last 20 years 
the industry has always haiped on the lack 
of adequate profits It has always deman 
ded total decontiol ol the market to im 
prove the profitability of drugs Are drug 
I ompanies incurring loss due to prouuc 
lion of essential drugs ’ A recent anaivsis 
ot the financial results of last seven years 
ot top 30 companies reveals that in spue 
ol fixed puces of finished products and 
increasing puces of raw materials, none 
ot the accepted financial paiameters of 
piofitability of these companies has sut 
fered a set back fhe companies reluctant 
ly agree now that they are in general doing 
well However, they argue that this is not 
so much due to any particular concessions 
to this industry but due to the healthy 
economic environment of the past two 
years They want increases in MAPE now 
to offset future losses they predict they will 
suffer next year' The price of Terramycin 
IS another example Prior to the DPCO 
the price of Ternunyan m the retail market 
was Rs 14 00 After the DPCO it was 
reduced to Rs 3 50 In fact it is still the 


same Hence it is safe to assume that even 
at Rs 3 30 the companies are getting ade 
quate profits Another analysis of the pne 
ing structure done by a pharmaceutical 
manufacturer in the co operative sector 
has revealed that even at 75 per cent 
MAPE the companies are making |5 per 
cent piofit quite comfortably 

In fact, It IS high time that the industry 
wlearly states ns dclinition ot ‘reasonable 
profit The industry has always kept it 
ambiguous to sun itself However a I5 per 
cent profit margin should be adequate by 
any standards 1 he industry is making this 
profit on essential drugs even at present 
I or example paracetamol is priced higher 
than the accepted cost Lxicost Standard 
I herapcutics a pharmaceutical manufac 
lurei in the co opciative sector has shown 
many times that this very essential drug 
can be maikclid at much lower prices 
than at the picseni price, which is 17 paise 
per tablet 

I he industry has always been reluctant 
to produce bulk drugs So its non-com 
pliance in prodiiiing bulk drugs is nothing 
new In lad seven major bulk drugs have 
alwav been produced by the small scale 
sector I he larger companies have always 
been more interested in the formulation 
market, which generates greater profits 

A populai argument with the industry 
IS thai the Indian drug prices are lower 
than anywhere in the world The table 
shows that this is incorrect A public cam 
paign bv the drug industry some time 
back included a comparative analysis bet 
ween the drug prices ot different countries 
in south east Asia However, drugipnces 
of Bangladesh have been conveniently left 
out 

I he industry has always disclaimed any 
responsibility tor the proliferation of ir 
rational drugs with an ingenuous ars» 
mcni that after all it is the government 
which licenses the drugs for manufacture 
and the industry only produces them* The 
chairman of Lyka has been attributed this 
argument in the campaign It would be 
pertinent to note here that the same Lyka 
had vociferously protested against the ban 
on the hazardous, a rational combination 
of chloramphenicol and streptomycin 
(lykastrep) Also Lyka in collusion with 
the drug controller’s office has managed 


to obtain a sti^ Order from the Bombay 
High Court on the ban and has subse¬ 
quently withdrawn the drug from the 
market After a commercial boycott by 
consumer organisations. Lyka objected to 
government orders on the ground that it 
be allowed to sell the stock in ‘pipeline* 
though It admitted the drug was harmful 
In other words the government is greatly 
influenced by the opinion of the industry 
in matters of issuing licences And even 
when It does ban a drug industry prompt¬ 
ly obstructs It 

The industry’s argument of unhealthy 
environment is specious The atmosphere 
IS being labelled as ‘unhealthy* because the 
government has insisted as per its stated 
policy that the industry should repay the 
money which it has collected unethically 
from the pockets of millions of poor con¬ 
sumers In spite of the unequivocal deci¬ 
sion of the Supreme Couit in favour of 
the government, the industry is reluctant 
to repay the amount 

The per capita expenditure on drugs in 
India has been termed as lowest in the 
world A survev done by a consumer 
organisation has shown that ' ^ per cent 
of a family budget is spent on drugs and 
that too, on irrational drugs This takes 
away vital financial resources of the family 
which could be used for food and other 
necessities How ethical is it to compare 
the price of a cup of tea wih a tablet of 
essential drugs’ 

The total annual drug production in 
India IS appioximaiely Rs 3,500 croret 
This vast amount of drugs are accessible 
to only 20 30 per cent of the population 
F ilty Bve per cent of the drugs produced 
are either irrational oi hazardous Drug 
production was expected to reach the 
mark of Rs 16,000 crore a year at the end 
of Eighth Five Year Plan It is claimed by 
the industry and the government that this 
IS necessary to achieve the goal of ‘Health 
for All by 2000 AO’ The present emphasis 
and thrust of the policy is on ‘what drugs 
can be produced’’ and not on ‘what drugs 
need to be produced’’ The pattern of 
drug productions does not match the 
disease jyattern of our country If only 
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essentia) and rational drugs are allowed 
to be produced in the country in generic 
form then the present quantity of drugs 
produced would quite adequately fulfil 
the needs of all consumers 

It IS necessary to reiterate that con 
sumers realise that the pharmaceutical in 
dustry is a vital sector of our economy and 
any fluctuation in general economic 
parameters is likely to affect this industry 
also There should not be two opinions 
about the necessity to protect the industry 
from adverse effects ot generalised price 
escalations However, the pharmaceutical 
industry is different from other sectors in 
a few aspects Its products directly affect 
the health ot the millions of poor con 
sumers Unlike other consumer products 
consumers of drugs have no say in the 
matter The government issues licences 
the industry produces drugs and the doc 
tor prescribes the drugs which the con 
sumer has to buy at the quoted price— 
and suffer adverse effects, even death' The 
situation warrants that there should be in 
built checks in the system to protect the 
consumer 

Will there be a shortage of drugs if in 
dustry goes ahead with its plans to stop 
production of drugs and diversifies into 
other areas'^ Will the consumer be adversely 
affected'^ There may be a temporary shor 
tage of drugs However, the consumer 
needs to be assured that this is totally con 
trollable The public secioi can produce 
most essential drugs in enough quantities 
A recent study has revealed that the *ac 
tions’ and ‘inactions’ of the policy makers 
have systematically sabotaged FDPL and 
other public sector units It would be 
necessary to probe this further to assess 
the benefit which have accrued to the 
private sector due to these actions and 
‘inactions’ of the policy makers 

The industry has successfully perpe 
luated and nurtured a ‘drug culture’ in our 
country with help from the medical pro 
fession Industry perceives any reasonable 
measure to limit its profit in the interest 
of society as a threat to its very existence 
The unfortunate complacency and apathy 
of the medica' profession has aggravated 
the situation The industry has never fac 
ed the question whether consumei of 
drugs gels ‘value lor money’ as in the case 
of other consumer items It is necessary 
to organise end users and real consumers 
of the system to start questioning the in 
dustry This should be a positive first step 
to dismantling the prevalent ‘drug culture’ 
Rationality of the drugs produced should 
be linked with profitability ‘Health for All 
by 2000 AD’ can be effectively achieved 
only if the consumer is made a local point 
of a national diug policy 
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Sexual Harassment as Sex 
Discrimination 

D NiftMaila 

Although sexual harassment at the workplace is widespread, 
Indian laws, criminal and labour, offer little protection to women. 
In the US, two recent judgments have ruled that such harassment 
amounts to sexual discrimination. 


SEXUAL harassment at the workplace is 
often considered as one of the ‘occupa¬ 
tional hazards’ that every working woman 
has to face Despite the large numbers of 
women in the Indian workforce and the 
widespread nature of the problem, no 
senous attempt has been made towards el 
fectively tackling it Today, the only legal 
remedy available to a harassed woman is 
to give a police complaint and inmate 
criminal proceedings, perhaps civil cases 
for damages The degree of proof required 
in all these proceedings is high and it is 
rather an uphill task to prove such issues 
in the courts Apart from lengthy pro¬ 
cedures and complicated rules of evidence, 
both criminal and civil remedies can be 
resorted to only after the act or the of 
fence has actually been committed, and 
does noi offer a remedv to present such 
sexual harassment in the future Moieovcr, 
such pioceedings are also outside the pur 
MOW of service and labour jurisprudence 
In India sexual harassment has been 
viewed only in the limited sphere of 
criminal law and has not been included 
as part of the labour laws While labour 
legislations include provisions to deal with 
discrimination on the basis of sex in mat 
ters of employment, sexual harassment is 
not so im luded 1 hus we have safeguards 
against sexual harassment in criminal law 
and safeguards against sex disciiniinaiion 
in matters of employment such as recruit 
ment, pas, promotion and so on in labour 
law, each opeiating independently of the 
other olfenng a real solution to sexual 
harassment of women at the woikplace 
It IS in this context that a recent iudg 
ment of the cxiurt of appeals of the United 
States in Ellison vs Brady (1991) is of 
relevance to us in this case the court ruled 
that sexual harassment amounts to sexual 
discrimination Kerry [ llison was hired as 
a revenue agent by the Internal Revenue 
Service (IRS) A male co workci started 
bothering Ellison at work, asked her un 
necessary questions and loitered near her 
desk He also started writing love letters 
to her while she was attending her train 
mg course in another pan ol the country 
Ellison complained to her supervisor 
and by the time she returned the following 
month, her co-worker had been warned 


to leave F llison alone He had also agreed 
to transfer to a different office But alter 
the transfer he had second thoughts and 
sought a le tiansfci to his former office 
I he employer agreed to his request, pro 
vided he delayed his return lot six months 
[ llison objected to lici employer agreeing 
to the CO woiker’s request to return and 
requested a transfer heisell She then tiled 
a complaint charging her employer with 
sexual haiassmerit 

The appellate court agreed with her 
7itle VII ol the ( ivil Rights Act of 1964 
prohibits cinplovers from, among other 
things, discriminating against an indi 
vidual "with respect to his (or her) com 
pensation, terms, conditions or privileges 
ol employment, because of such indivi¬ 
duals’ sex’ In 1986, the US Supreme 
Court held, in Mentor Savings Bank vs 
Vinson, that this prohibition applies to 
situations 111 whul sexual harassment 
creates a “hostile oi abusive work cnvtron- 
iiient" III applying this Supreme Court 
ruling to L llison's case the appellate court 
said that the ollensive conduct must be 
examined f'om the perspective ol the 
female victim and not from (he perspec 
tive of an average peison The court noted 
that as a result o( experiences peculiar to 
members ol their sex "many women share 
common concerns which men do not 
necessarily share ’ such as fear that sexual 
harassment may lead to violent sexual 
assault I he court ilso slated that “if we 
only examine wficther a reasonable per 
son would engage in allegedly harassing 
conduct, wt would run the risk of le 
mioremg the prevailing level of discrimi 
nation Harasseis would continue to 
harass merely bee luse a particular disci i 
minatory practice was common” The 
court concluded that the act ol the 
employer amounted lo sex discrimination 
because a woman ol average sensitivities 
or in other woicis ’reasonable woman’, 
would find the .oworkei’s conduct so 
severe' and peivasive that it would altei the 
condition ol cn ployment and create an 
abusive work eiviionment 

On the question of remedy, the court 
held that the employer should act in a 
manner reasonably calculated to end the 
harassment Here again the test to ex¬ 


amine the remedial action should be from 
the perspective of a ‘teasonable woman’. 
The court again emphasised that “asking 
what a reasonable employer would do 
runs the risk ol reinforcing any prevail¬ 
ing level of discrimination by employers 
and fails to focus directly on the best way 
to eliminate sexual harassment from the 
workplace” 

In Robinson vs Jacksonville Shipyards 
a federal district court case, a female 
woiker claimed that pictures of nude 
women in sexually suggestive or sub¬ 
missive poses in the workplace and sex¬ 
ually demeaning comments and jokes of 
her male co workers and supervisors, 
created a hostile environment The district 
court agreed and held that “the cumu¬ 
lative, coriosive effect of this work en¬ 
vironment over time affects the psycho¬ 
logical well being ol a reasonable woman 
placed in these conditions” 

These decisions of the US courts are in¬ 
teresting and of great relevance to the 
Indian context There are basically three 
important points which need to be high¬ 
lighted here F irstly the ruling that sexual 
harassment at workplace amounts to sex¬ 
ual discrimination Secondly, the yardstick 
for measuring sexual harassment is that 
ot a ‘reasonable woman and not that of 
a ‘reasonable man’ and not even a 
‘reasonable person’ Thirdly, the remedial 
action should be calculated to end the 
harassment and the same is to be again 
vic'wed from the perspective of a ‘reasona¬ 
ble woman’ 

In India we do not lack legislations pro- 
tcciiiig women’s rights In fact. Article 14 
ot the coiisiiiution guarantees equality 
before the law and equal protection of the 
laws Apart Irom this equality clause 
Mated in general terms, the constitution 
has ariiclc 15 which prohibits discrimina¬ 
tion on grounds of sex among other 
things Interestingly, the incorporation of 
the c*qualitv clause met with no opposition 
in the constituent assembly unlike m the 
US where the Bill ot Equal Rights has met 
with repealed resistance and has not been 
passed till date 

In furtherance ol Articles 14 and IS, the 
I dual Remuneration Act was enacted m 
1976 The description of the act is— 
“ An act to provide for the payment of 
equal remuneration to men and women 
workers and lor the prevention of discri¬ 
mination on ground of sex against women 
III the matter d employment and for mat¬ 
ters cunnc'ctcd .herewith or incidental 
thereto” A rc.tdmg or the objectives of the 
act makes it dear that the scope of the act 
IS lather wide guarding against discrimi¬ 
nation not only in employment but for 
matters connected therewith Despite the 
constitutional guarantees and parliamen¬ 
tary enactment these provisions have been 
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seldom put to use to obtain relief in mat¬ 
ters of sexual harassment. 

As far as lepslations on equality of 
sexes go. India is far ahead of the US. 
However in the US thdugh equality of the 
sexes is not a fundamental right, the 
courts through judicial imerprelation have 
recognised the nghts of women not to be 
subjected to sexual harassment in the 
workplace. Such an interpretation is possi¬ 
ble even with existing Indian laws on the 
subject It may be worthwhile for the 
women’s movement and the legal frater¬ 
nity to think in terms of such wider prin¬ 
ciples and expand the nghts of women to 
guard against sexual harassment This is 
a relatively unexplored area of labour 
jurisprudence and can be used as a 


CHUNDURU IS a small village with a 
population ot about 8,{XX), 12 km from 
fenali on the Viiayawada Madras seition 
of the South ( ential Railway The road 
connecting it from Tcnali town is uneven 
and untarred over a major part This is 
a Reddy felaga majority village in a 
Kamma belt with a Reddy population of 
about 7,500 and a si/eable number of 
Telagas-ai has about 2,000 SCs Valiveru 
and Manchala are the adjoining villages 
where the Reddys dominate in all spheres 
The village has a polite station, a small 
hospital with a male doctor and a high 
school It has electricity supply and theic 
are quite a few public taps, with bore well 
water available in the ‘maalapalli' or the 
‘hanjanwada’ A 20-ft road separates the 
upper caste portion of the village from the 
hanjanwada with the statues of Mahatma 
Gandhi and Ambedkar With a temple 
and a church, it has all the trappings of 
a prosperous coastal Andhra village. 
Guntur district has a large Christian com¬ 
munity with Tenali town having a substan¬ 
tial population of 12,000 Christians 
The village has a typical agrarian struc¬ 
ture as found anywhere else in Andhra 
with the upper castes holding most of the 
land with the difference that in Chunduru 
about 550 SC families are tenant culti- 
Vuon. With the conversion of a numba of 
SCs to Christianity and the attendant 
beneftts of education and primary health 
care, the church has had a great influence 
on the economic uplift, however tardy, of 


strategic and effective tool to tackle sexual 
harassment of women at their workplace 
However, expecting the Indian judiciary 
to take such initiatives may be futile. Not 
>0 long ago a senior woman IAS officer 
complained of sexual harassment by a 
senior IPS officer in Punjab. She sought 
to take criminal action against him 
because no departmental action was 
taken. The courts however dismissed her 
case as being too ‘trivial’ an issue! If this 
IS the plight of a senior IAS officer that 
of the women in the lower echelons of 
employment can well be imagined. 

In view of this should the legislature 
step in and include a ‘sexual harassment 
free* clause among the working conditions 
assured to every individual? 


the downtrodden Bv the end of 19th cen¬ 
tury, Hartjans who basically were agri- 
Lultural labourers had started moving up 
the social and economic ladder with bet¬ 
ter education and accumulation of small 
amounts of money to become tenant 
cultivators Today a tenant as part of the 
lease agreement pays in advance per ygar 
a sura ranging from Rs 3,000 to Rs 3,500 
per acre to the landlord proprietor A large 
number of SCs are also agncultiiral 
labourers The literacy rate is also relative¬ 
ly high among the SCs. All these fac'ors 
appear to have had a bearing on the re 
cent incidents in the village 
On July 4, Govathoti Ravi, an SC 
undergraduate student went to see the him 
Altyadi (Agitation) at the local ‘Srinivasa’ 
theatre He was holding a ‘chair’ class 
ticket. A close relative of the sarpanch, 
Kurru Srinivasa Reddy had also gone to 
see the film As the film began, Srinivasa 
Reddy suddenly felt somebody’s foot 
touching hts back He turned back and 
found that the ’culpnf was Ravi Realis¬ 
ing the mistake, Ravi apologised profusely 
But enraged at the audacity of a ‘maala’ 
occupying a ‘chair' class seat and that too 
in an ‘impolite posture* Reddy thrashed 
Ravi in the theatre and left the scene. Not 
tatisfied with the ‘punishment’ meted out 
Ravi's father Govathoti Bhaskar Rao, a 
teacher, was summoned the next day and 
given a good thrashing with the demand 
that the absconding Ravi should be sum¬ 
moned to ‘explain’ his misbehaviour After 


two days Ravi had arrived from Ongole. 
The R^dy youth who had kept a vigil at 
the railway station accosted the terrified 
Ravi, brought him to the village, gave him 
another thrashing and left. Fellow Han- 
jans advised Bhaskar Rao to lodge a com¬ 
plaint with the local police station, but he 
refused to do so as he felt that it was too 
trifle a matter to pursue further But hav¬ 
ing come to know that the Hanjans could 
even think of lodging a police complaint 
against the leaders, the Reddys decided to 
teach the ‘erring* Hanjans a lesson Part 
of the ‘lesson’ was the social boycott of 
the entire Harijan community The repn- 
sals included denial of work to Hartjans 
in the fields, importing labour from out¬ 
side, prohibiting barbers, potters, etc, from 
selling their services to the Hanjans In 
short, a social and economic war was 
declared on the hapless community. 

The Hanjans were forced to find work 
at far-off places But the Reddy communi¬ 
ty was in no mood to ‘tolerate’ the ‘ar¬ 
rogance’ of the dalits After a lot of 
discussion and meticulous planning, the 
upper caste people with the connivance of 
the local police carried out lii; grue¬ 
some massacre of the Hanjans on August 
6 TVvo police officers. C I Saibaba and 
DSP Rayilayya who were posted with ad¬ 
ditional police pickets in the village had 
manipulated the administration in such a 
way that SI Srinivasa Rao, a conscientious 
officer was kept away from the scene and 
they together master-minded the attacks. 

According to the villagers around II am 
on August 6, the police under a SI and 
some constables created panic in the 
'maalapalli' by claiming that their lives 
were in danger from the Reddys and asked 
the dalits to leave their houses for safety. 
As all the dalit men in the village fled 
they found the Reddys and other 
upper caste people blocking their 
passage armed with deadly weapons. 
When they ran towards the railway track, 
they found another set ot 500 upper caste 
people waiting there armed with spears, 
swords and other lethal weapons What 
followed was a systematic and brutgf 
assault of the Hanjans The fleeing dalit 
men were caught, maimed and butchered 
on the spot While those caught near the 
railway track were speared and their 
bodies pushed into gunny bags and 
thrown into the nearby 1\ingabhadra 
canal, others v ere chased into the fields, 
caught and hacked to death The post¬ 
mortem reports of the recovered bodies 
recoid multiple stab injuries With hands, 
legs and head chopped off, the doctors at¬ 
tending the dead had a difficult time iden¬ 
tifying the bodies The holocaust went on 
till 3 pm According to eyewitness ac¬ 
counts and Katti Padma Rao, president of 
the Dalit Mahasabha about 2l men were 


Road to 'Raktakshetram' 

Report from Chunduru 

M Shalruigna 

This is not the first time that dalits have been assaulted in Andhra 
Pradesh But the Chunduru massacre stands apart, for, what 
sparked it of! was such an inconsequential incident. 
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Mdiidiii. By SatidbK Autiiil IC eight 
dead bodia wcR iwwerad from the near¬ 
by Adds and the IhiigiAriUKlni canal. The 
iead included Jaladi Mattaiah (SO), Man- 
dni Ramesh (24), Jaladi Emmanuel (40), 
Maliela Subba Rao (30), Devarapalli Jaya 
Rao (25), Jaladi &sack (29), Sankuru 
Samson (2S), Angalakuduri Raja Mohan 
(17). Ravi Chandra Kumar (29), a doctor 
working in the Guntur General Hospital, 
who had observed the post-mortems of 
the dead from close quarters was so 
shocked that he committed suicide by 
hanging himself with a rope on August 9, 
unable to bear the grief. 

Following the lUesday massacre, the 
families of the victims and other dalits 
fled to Ibnali, sought asylum in the Salva¬ 
tion Army Church in Ibnali at Itanagar, 
a predoipinantly Christian area. But the 
most disgraceful aspect of the whole 
episode is that till Wednesday evening 
(August 7), full 24 hours after the 
massacre the district administration in 
Guntur was not informed of the incidents. 
Only on late Thursday did the state 
government depute a number of ministers 
and officials to visit the village to express 
their 'sorrow*. The chief minister visited 
the village only on August 10 and an¬ 
nounced compensations including an ex- 
gratia of Rs 1 lakh for the family of the 
deceased, one acre of land and the usual 
‘long-term’ measures like a school, hous¬ 
ing. etc, which by now have become a 
ritual. But the dalits wanted the arrest and 
prosecution of the criminals as a pre¬ 
condition for the acceptance of any 
government-sponsored compensation. 
They also demanded the prosecution of 
the local police officers who had abetted 
the crime. Though both the police officers 
have been placed under suspension and 
a judicial probe ordered, the full list of 
the killers is yet to be made public nor 
have criminal proceedings commenced. 

On August 10, ail the eight bodies were 
buried in the centre of the village on 
government land at the periphery of the 
upper caste habitation. Named as 
‘^kthakshetram’ (land of blood) a 21-ft 
martyr's column is to be raised on the site. 
Uptil August 20 no serious effort has been 
made to arrest the culprits. Lack of 
‘eyewitnesses’ appears to have hampered 
the police investigation. 

Meanwhile the Dalit Mahasabha under 
the leadership of Katti Padma Rao has 
furnished a list of about 40 who appear 
(o have participated in the Chunduni car¬ 
nage. The list included M Sambi Reddy. 
Tippireddy Srinivasulu Reddy, Tippiieddy 
Krishna Reddy, G Brahma Reddy, Gor- 
ripati Prasada Reddy, Tippireddy Nara- 
yana Reddy, Tippireddy Rami Reddy, 
China Lakshma Reddy. Gorripati Peda 
Brahma Reddy, Basana Siuramaiah, 
Poorthi Soorayya, Oiana Edukondalu, 


Peda yeiriat Rao, Peda StAba Rao, 
Wsana Pitchaiah, Vssuia Prasad, Vhsana 
Nageshwar Rao, Ambati Narsimha Rao, 
Ambati Prasad, Ekkurti Poornachander 
Rao, Annamreddy Srinivas, Kurthi 
Sivaiah, Vasana Koteswara Rao, Ifella- 
manda, \bsana Venkatesh, Seedipudi Koti 
Reddy. Chepudi Subbi Reddy, Chepudi 
Venkata Reddy, Vuyyuri Satyanarayana, 
Gorripati Punna Reddy. Seedupudi 
Punna Reddy and his seven sons, Vuyyuri 
Pedavenkat Reddy, Emani Koti Reddy, 
Sedipudi Ramachandraiah. All of them 
belong to the village of Chunduru, 
Mndukuru and Manchala. While the 


pdBoe cUm that many aneits have been 
made in oonneaion with the August B in- 
cidenu it is not dear whether the police 
list covert the list given out by the dalit 
organisations as well. 

The CThunduru inddent is not the first 
time that the dalits have been massacred 
by the upper caste: A mgior assault on the 
dalits hid uken place in the late 60t in 
Kanchikacherla during the diief minister¬ 
ship of Kasu Brahmananda Reddy. Then 
Karamchedu, Puliri Kuppam and Neeru- 
konda followed during the TDP regime: 
But the Chunduru massacre stands apart 
in sheer brutality. 
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there’s a growing role for Indal 



Trwwportatton 

tdsal light body metal for heavy load-earners by 
road and rail aluminium helps boost payload 
and profits, save energy for transporters, 
specially for the public transport system 


In India's rapidly changing industrial scenario, traditional 
products and materials are being steadily replaced by the more 
functional, sophisticated, high quality items that today’s 
discerning and articulate consumers want As always in the last 
50 years, Indal responds with meaningful innovations and the 
appropriate technology Steadily building upon aluminium's 
unique versatility to enrich the quality of our people's lives 
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Apartheid Is Dead! Long Live 
Apartheid! 

Ni|{el Harris 

The legal scaffolding of apartheid has been abruptly remowd 
after 40 years and more of construction, leaving the underlying 
pattern of extreme social inequality intact. But few have b^un to 
face up to the costs of real social change. 


WHO would have thought it would be 
possible to visit South Africa? But the 
transformation here is nearly as 
remarkable as in the Soviet Union or 
Eastern Europe—and for much the same 
sort of reasons: the inexorable pressure of 
a new world economic order on anti¬ 
quated national fortresses, relics of the 
high noon of economic nationalism in the 
30s. The legal scaffolding of apartheid has 
been abruptly removed after 40 years and 
more of construction—leaving the under¬ 
lying pattern of extreme social inequality 
intact. White South Africa rejoices that 
at long last the sojourn in the wilderness 
is over, they may rejoin polite world 
society; they are even smug at their own 
virtue. Few have begun to face the costs 
of real social change. Still S per cent of 
the population own 88 per cent of per¬ 
sonal wealth; 61 per cent of the black 
population are below the poverty line. 

I 

Real social change there must be, for 
revolution still ferments beneath the sur¬ 
face in the black townships. There, 
thousands of volunteers and committees, 
among them the ‘civics', campaign, 
agitate, susRiin boycotts of rent and ser¬ 
vice payments. In 23 townships, services 
have b«n cut off to the fury of the in¬ 
habitants. It seems very like Brazil just 
before military rule ended. 

The persistence of agitation, the crea¬ 
tion of a generation raised upon the 
alcohol of revolution, partly explains the 
change of tack by the regime. After the 
ferocious repression of the late 80s, the 
government felt obliged to reverse 
direction—to recognise the ANC, release 
Mandela and many others, and negotiate. 
The government's attempt to create black 
consultative structures through self- 
governing councils has all but collapsed. 
The vote for the councillors in the last 
elections was derisory, and 200 councillors 
have felt obliged to resign; 100 councils 
(of 2S8) have dissolved themselves for lack 
of a quorum. 

However, the machinery of racialism 
continues, even as suppos^ly non-racial 
society is being created. The low white 


birth rate (and changing white migration) 
has led to many white schools being 
closed—when there is a desperate shoitage 
of places for black children. The great 
revolt of the township school students in 
the 70s led to the sacking of many schools 
(as well as police stations and liquor 
shops)—gutted hulks still stand in the 
townships, silent monuments to fury. 
They have not been repaired—and 40 per 
cent of black kids leave school with little 
or no education. In the satne style, there 
are 4,000 vacancies in white colleges, when 
78,000 were turned away from black col¬ 
leges becau.se ol a shortage of places. A 
major new campaign is under way to 
occupy white schools and reopen them. 
But the underlying problem will get 
worse—the white population is aging, but 
82 per cent of the blacks are under the age 
of 35. 

The revolution continues. Sharpeville, 
Soweto, Alexandra, Cross Roads are the 
battle honours in the long civil war. But 
there is little clear and decisive leadership. 
The ANC tries to construct and develop 
local branches while negotiating with the 
government and formulating coherent 
policy positions on all questions, but so 
far without great succe$.s, although the re¬ 
cent national convention in Durban marks 
a considerable step forward. But some¬ 
times the aging leadership seems be¬ 
wildered. as if, after pressing against the 
Berlin wall of apartheid for 40 years, its 
abrupt collapse leaves them shocked and 
unable to act amid the clouds of brick 
dust. Perhaps this is why.^me peofile say, 
the Communist Party is growing since it 
still seems to offer'some clear political 
lead, even though its entire rationale col¬ 
lapsed in the Soviet Union and Eastern 
Russia (leaving it as a somewhat conser¬ 
vative Social Democratic party). 

Without leadership, the dangers grow. 
Violence in the townships between rival 
groups, part hoodlums, part political 
militants, is a dif erent kind of civil wak, 
with the centre-piece of the clash between 
the ANC and Inkatha. Over 3,(XX) people 
have been killed in the last 18 months (770 
in the first quarter of this year). Inkatha 
champions a fictional Zulu identity (no 


news in India where fictional coUe^ve 
identities are run up at the drop of a fun), 
and is well organi^ in the dormitories 
of single black mignuit workers. The dor¬ 
mitories are the worst of the townships, 
filthy barracks with broken windows and 
graffiti, families sometimes occupyii^ 
them with up to 16 imple per room, and 
razor wire surrounding them (to ke^ us 
out or them in?). Inkatha does nm, 
despite its claims, represent Zulus, but the 
tribal dimensions are carefully emphasised 
in attacks on Xhosa ANC families. 
Inkatha has the potential for a home¬ 
grown fascism. 

Inkatha is wonderful for the embattl¬ 
ed whites. They have always needed 
evidence to support their argument that 
there are no ‘blacks’, only different tribes 
(but of course, there are whites, not 
Afrikaners, British, Portuguese, French, 
Germans, etc) and tribes in permanent 
conflict so that the whites are needed to 
rule impartially. It is surprising to see once 
again in use a currency so much employed 
in the British empire—the invention of 
political Hindus and Muslims in pre- 
partition India is a painfully familiar 
precedent. 

There is another chilling parallel, 
however. In 1929, the Hertenvolk, the 
businessmen of the Ruhr, began to make 
coileaions for an obscure bully boy, Adolf 
Hitler, not expecting he would come to 
power or, if he did, expecting he would 
be entirely controllable White business in 
South Africa—and some of the aid 
agencies—are financing Inkatha as the 
‘moderates’ at the moment. They may 
also find that they are creating a monster 
that is not susceptible to control. 

The rise of inkatha as the bully btqrs 
to destroy physically the ANC is as 
remarkable as the emergent of de Klerk 
and the Nationalist party as holding the 
middle ground. The government is no 
longer defensive. With superb effrontery, 
after the last four decades of Nationalist 
apartheid, the government now preMnts 
itself as the non-racial moderate centre: 
There is talk of a ‘Christian Democratic’ 
centre, supported by the majority of the 
whites, many coloureds, Indian property 
owners, and a significant number of 
blacks, in alliance with Inkatha. It is not 
nearly as absurd as it sounds. But it hides 
a nightmare scenario—white finance to 
help Inkatha destroy the ANC, after 
which Inkatha Mkes over from the Nats, 
to create a black dictatorship, with its own 
Ton Ton Macoute, in alliance with white 
business, much as Tkhombe tried to do in 
Katanga. 

II 

However, in the short term, it is the 
economy which adds a touch of tqrsteria 
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to prognostications. South Africa ought 
to be a middle income manufactured ex¬ 
porter, based on high growth But since 
the mid-70s, it has stagnated The struc¬ 
ture IS still an old fashioned corporatist 
regime, linking a giant state sector with 
major private monopolies, making cosy 
profits behind high uriffs South Africa 
has followed an import substitution 
strategy since the 20s, with strong central 
direction, some densively call it ‘socialism’ 
after us East European (and Indian) 
parallels In fact. South Africa never end 
ed Its heavy dependence on raw material 
exports—easy foreign exchange meant 
there was little diive to complete the im¬ 
port substitution drive, so manufacturing 
still depends heavily on imports From the 
early 70s, profits have been poor—-foreign 
investment flows began to dry up, and 
South Afncan business increased its assets 
abroad (bv 1983, the largest South Afncan 
corporation, Anglo American, had 
beeme the largest single foreign company 
operating in the United States) Sanctions 
only exaggerated the trends in the market 
With net capital outflow rather than in 
flow'and a sagging gold price, it became 
impossible to sustain annual growth above 
3 per cent without a surge ot imports 
In fact, the economy did much worse than 
that In the 80s, output and employment 
growth were negative On the index 
1970-100, by 1988, when South Korea 
had reached 365 and Singapore 308, 
South Africa was a derisory 109 T hev 
were years of the locusts 


The problems were made much worse 
by the soaring public expenditure of the 
805—to finance internal security (and the 
intervention wars in Angola, Namibia, 
Mozambique), the tncameral parliamen¬ 
tary system and its associated bureau¬ 
cracies, increased services to the 
townships The government began to bor¬ 
row to finance current spending Govern¬ 
ment employment increased 65 per cent 
in the 80s (so that over 40 per cent of 
white employment came to be in the 
public sector) Thus, while the surface 
politics suggest an astonishing rehabilita 
tion of the position of the Nats, the state 
of the economy is disastrous And the 
reform programmes all suggest the need 
to increase white lav oils, sawing ott the 
branch on which the government sits 
White unemplovment has increased and 
incomes decreased -soup kitchens 
operate in some ot the white slum areas 
60,000 white farmers (controlling 87 per 
cent of the land) are being crippled by low 
prices and high interest rales The 
militants in lanuaiy occupied Preiotia in 
protest at ihetr destruction Drought has 
compounded the miseries and forced 
closures Since the white farmers ate now 
no longer protected against the purchase 
of their land by black farmers, a furthei 
dimension of economic agony is added to 
the ending of apartheid 
A high growth middle income economy, 
living by manufactured exports, needs a 
radical devaluation of the Rand, and the 
generation of |obs quickly enough to 


soften the mass of le^timate hirtes Uuit 
course through the townships. There are 
signs of change—in the last six years of 
the 80s, merchandise exports increased by 
over 10 per cent per year (the share of 
manufaciared exports grew from 18 to 29 
per cent) But it is not fast enough One 
factoi may be the high priM of white 
labour, although the government endlessly 
reiterates that high black wages are a 
source of the country’s economic dif¬ 
ficulties The government’s problem is 
how to push rapid growth and redistribute 
incomes without pulling the temple down 
on Its head 

Meanwhile, some changes are coming 
about Inner city white areas are increas¬ 
ingly black, the process began long before 
legislation made it legal, so ('ity Coun¬ 
cils have long been tolerating the eiosion 
of apartheid A significant black trading 
community is emerging T he universities, 
if not the schools, arc increasingly mix¬ 
ed Bank siafl is mainly black Some cities 
arc even discussing the creation of single 
metropolitan authorities, incorporating 
the black townships and making possible 
inici siihsidisation 

111 

seem to oe emerging from a political 
ice age 1 he sound of crashing glaciers is 
all around us lor whole lifetimes, the 
political order seemed cut in granite -the 
cold war monoliths of east and west, the 
fortress states of which South Africa was 
such a stalk example Now they arc all 
crumbling but it is quite unclear what will 
replace them I he old concepts still 
persist—South Africa and apartheid have 
been woven into the psyche of a genera 
non of the left, an exemplary case of op 
pression (although many of the caste 
features of South Africa existed elsewhere 
in less stark forms) But now it is unwin¬ 
ding Or Its legal starkness is fading But 
white society is still intact—the neat 
hedges and high walls (with Rotweilers 
and small arms), the Mrs Grundies still 
tut tut at mild lewdness in the press, and 
ciy out in horror at blasphemy 

And the townships remain So do the 
high security lights that mark them The 
(Kcasional armoured car is still seen in the 
townships, frightened young white 
soldiers peering out There are black 
homeless kids sleeping by central heating 
vents to escape the bitter chill of winter 
nights on the veldt Only the tide of rub¬ 
bish betokens the continuing rebellion, 
and the slogans (‘Viva Saddam’ in the 
Cape Malay quarter, with a hammer- 
sickle, followed by Junky Funky kids') 
The black population watches warily, not 
at all ready yet to believe anything of 
substance has changed 
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The Stygean Dip 

History of Cleanliness in France 

Mohan Rao 

ConoepU of Cleanlineaa: Gianging Attitudes in France Since the Middle 
Ages George Vigarello; Cambridge University Press. Cambridge, 1990, 
pp 240, price unstated. 


THE excavation of the history of disease |s 
an arena of extraordinarily rewarding gifts 
to a historian This arena has lately been 
nuned by long over^due, if toitative, explora- 
tKMis and nuggets of information uivaluable 
to the discipline of public health have been 
unearthed 

Classics like The While Plague which 
studies the impact of tuberculosis on society 
come to mmd Or Zinsser’s Rais, Lice and 
History which elaborated on the impact of 
typhus on medieval society and ind^ the 
ti^ of history These grand works, nch with 
historical and epidemiological insights, con- 
sutute one genre of studies The book under 
review is a classic of another genre it studies 
the history of something terribly banal and 
everyday, offers equally rich insights 

The pliviK epidmics of the ISth and IMh 
centuries devastated medieval Europe 
‘Cautious estimates’ place the death toll at 
one-third the population Depopulation, 
increase in wages, large-scale migration and 
strife proved the death knell to the feudal 
manonal system It profoundly affected con¬ 
cepts of cleanliness 

Dangerous Bath 

Cleanliness and* washing, Vigarello tells 
us, had not been the real purpose of the early 
medieval bath The bath was dedicated to 
the pleasures of water and sociability but by 
the end of the 14th century had come to be 
frowned upon Places of dissipation, they 
were perceived as sources of political trou 
bie. As more and more municipalities ban¬ 
ned them, a visit to a bath “turned into a 
confrontation with the law” In 1526 
Erasmus noted “IVventy five years ago, 
nothing was more fashionable in Brabant 
than pubbc baths Tbday there are none, the 
new plague has taught us to avoid them” 

« Contemporary medical opiroon ruled that 
bathing inaeas^ susceptibility to plague 
“Steam baths and bath houses should be 
forbidden” proclaimed one, “because when 
one emerges, the flesh and the whole disposi¬ 
tion of the body are softened and the pores 
opened, and as a result pestiferous vapour 
can rapidly enter the body and cause sud 
den death, as has frequently been observed" 
The Royal Physician observed “The bath, 
except for medical reasons when absolutely 
necessary, is not only superfluous, but very 
prejudicial to men The bath destroys the 
body, and, filling it, renders it susceptible 
to the effects of tlw bad properties of air 


Bathing Alls the head with vapours It is the 
enemy of the nerves and ligmnents, which 
It loosens in such a way that many a man 
never suffers from gout except after bathing 
It ktik the child in the mother's womb even 
when It IS warm ’ 

Proferred such dire advice it is no surprise 
to learn that Louis XIV had just two baths 
in his life, both medically supervised, and 
both apparently made him terribly ill 
The bathrooms and the marble baths at 
Versailles, designed to recall ancient Rome, 
were replaced, the bath itselt becoming a 
garden pool 

Vermin (and therefore deloustng) was an 
accepted part of life Physicians attributed 
this proliferation ot parasitical fauna simp 
ly to an excess of bodily humours—to be 
cured diet and purging Washing with 
water was confined to the visible parts, the 
hands and face, and these, tor reasons ot 
etiquette Shirts appearing in the wardrobe 
in the 13th century are never seen, and 
seldom, if ever washed or changed Wealth 
and elegance was associated above all with 
heavy external clothing, glowing, colourful 
set off by fur Indeed this aristocratic yen 
fur fur was one of the causes for the import 
of the last great epidemic of plague the 
infected flea arriving along with fur from 
China 

By the I6ih century the role of linen had 
altei^ Its regular Renewal had become a rule 
for cleanliness the shirt was still not 
changed every dav though this was now a 
dazzling possibility bxpiains Vigarello * to 
the unease aroused by baths svas added the 
conviction that it was unnecessary Linen 
absorbed sweat and impurities, changing it 
was, in effect, to wash ’ 

Medical practitioners laboured to explain 
this shared sensibility among the aristocracy 
and the nouveau hcurgeoisie in scientiju 
terms, “We understand why linen removes 
the perspiration from our bodies because 
the sweat is oleaginous or salts, it im 
pregnates these dead plants (viz, the hnen) 
like the grasses whi h are composed of the 
same substances’ The medicvhaving given 
thar scientific imprimatur, architects could 
scientifically conceive of mansions sans 
bathnioms Wt an more easily do without 
them than the ancients because of our use 
of linen which today serves to keep the body 
clean” 

With a greater elaboration ot courtly 
society, the invention of etiquette, linen 
became a symbol of retmemem It was a 


cleanliness that dutinguished and made • 
social statement of importance. And with 
the decline in the fashion for heavy doth and 
ostentatious furs, shirts began to abound m 
the wardrobe Moliere and Raone, we are 
told, left 30 shirts each on their dnth 

Cleanliness, then, was a condition of 
power. It could not exist for the poor. 
Accompanying the increasing use of linen 
among the elite was the habit of powdering 
hair which dispensed with washing the hair 
while enhancing appearance The 17th cen¬ 
tury also refined the use of perfume per¬ 
fume not merely guarded against dangerous 
miasma but elaborated social codes Three 
types of perfume were dislingmshed, one for 
the aristocracy, a second for the bourgeoisie 
and a third for the poor The last was not 
aesthetic merely therapeutic, “composed of 
common oil mixed with soot it served only 
to disinfect the air’ 

FiniL Baih 

By the middle of the ISth century, 
however, the bath had reappeared among the 
aristocracy Though extremely rare (the 
Anhitei lure I raniane of 1750, we are told, 
recorded the plans of 73 Panston mansions 
of which only five had bathrooms), the 
essential accoutrement of bathing, the bath 
tub, made its way into the Fncv>.lopedie of 
1751 which gave a definition and a desenp- 
tion ot this Item of furniture And for the 
first time 11 } 1759, a text on the art of beauty 
was introduced by a long eulogy oT bathing. 
A luxurious bathing establishment for a 
restricted elite was built on the Seme in 1761 
Duly recommended by the Faculty of 
Medicine (“ I he cures operate by displacing 
by a greater force the strange humours which 
form stoppages in the painful membranes 
and in the muscles swollen by their presenoeT 
The influence of Newtonian physics is ob¬ 
vious in this raommendation'), the bath 
cost three livres at this time, Vigarello tells 
us the daily wage ot a craftsman was half 
a livre and that of a day labourer, about a 
quarter 

But nonetheless the medical establish¬ 
ment as ewer setting its priorities, was 
strongly inteiested in this subject I here were 
a spate ot medical monographs on bathing, 
indeed the Dijon Academy in 1755 posed for 
Itself the topic *Ihe virtues of the simple 
watei bath’’ The verdict, predictably, was 
that the chief virtue of the hot bath was that 
It soothed by making the humours circulate. 
By the 1760s complete sets of bathrooms 
furnishings tad entered the market The 
bourgeoisie we'e quick to imitate the 
aristocracy But with a difference 

Cold water was now reputed to work 
thirapeutic magic “T here is no method as 
ctfcMivc as cold when it is a matter of 
dissolving blood or evacuating glutinous 
matters attached to the lining of the vessels, 
when you want to cleanse the glands and 
procure a more abundant rilteration of 
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animal spirits or make them rim more 
rapidly in the nerves; when you need to in¬ 
duce urine or dissolve obstructions in the 
liver, the spleen, etcT 
, The hot bath was dissipation; the cold 
Bath toughening, invigorating. The bath, for 
the Tirsi time; had an exididtly hygienic role 
though less because it cleansed than because 
it strengthened. So powerful was the image 
of the mechanical actions of water that iu 
effect on the 'bodily machine was studied 
rather than its effect on the deanliness of 
the skin. 

The hot bath was condemned as the prac¬ 
tice of a decadent class. Observes the author 
“A new class, in the face of aristocratic 
mo^ls, invented a strength. It did so by 
reactivating vigour and dynamism. It 
definitively separated a new asceticism from 
conspicuous indolence” 

The cold bath was squarely on the 
political agenda. Rousseau, recalling the 
noble savage gforified it. "Whenever the 
government wishes, it can change the fee- 
Me constitution of our Parisians, and make 
them as robust as our German neighbours; 
all that is needed is the construction of a 
bath at the edge of the Seine” was the 
Utopian dream of a revolutionary pamphlet 
in 1801. And indeed a school of swimming 
was inaugurated, "endorsed by the provost 
of the merchants, the Academy of Sciences 
and the Royal Medical Academy”. 

The hygienists recommendations em¬ 
phasise the overarching influence of the 
bourgeoisie The cold bath was a symbol of 
vigour, industry, robustness and above all the 
indicator of a code, hitherto unknown, of 
bodily efficiency. Cleanliness was opposed 
now to ‘vain affectation', it was not con¬ 
trasted with dirt. 

Medical opinion was speedily available: 
"The perspiration intercepted by the ac¬ 
cumulation of powder congealed with 
pomade and sweat flows back into the 
neighbouring parts and causes catarrhs, 
disoiders of the throat, the ears and the eyes!’ 

Dawn of PuBLtc Health 

There was a major shift in thinking 
towards the end of the 18th century. The 
medical gaze widened its horizons. This is 
attested to by the publication of Lb Gazelle 
desanie in 1773, the creation of the Royal 
Society of Medicine in 1776, the enquiries 
into epidemics and the fashion for medical 
topographies recording differential mortality 
in the town and country. The population 
came to be seen as a resource whose life span 
must be increased, in the interests of 
economy. The Physiocrats contributed 
largely to these perceptions by linking the 
wealth of the nation and the productivity of 
the people. 

The concept of prevention of disease ap¬ 
plied to communities to transform thdr state 
of hygiene took hold. This involved a larger 
political role for medical people As medical 
enquiries revealed the relationship betweoi 
poverty, overcrowding and disease, efforts 
were made to Improve ventilation and water 


supplies. It was now conrid er e d essential for 
towra to have water foeflities, not for ensur¬ 
ing water for bathing or waahing but to flush 
out dirt from streets and for citaring the air 
of miasma. 

The word hygiene came to occupy a new 
and respectable position. It congealed into 
a specific diset^ine; tfisplaying scholarly 
appertunanoes. It was inwked in the plan¬ 
ning of towns and other pifolic places. It lay 
no claim to “new knowledge of the laws of 
health but a greater determination to assert 
a total knowledge, an insistent emphasis on 
a ‘scientific’ competence^. 

New institutions weie created to bequeath 
it with honour; commissions of health, the 
inspectorate of factories and workshops and. 
the crowning glory, the chair of hygiene in 
the faculty of medicine 

A science was created, not infallible 
Around the 1830s, a new idea gained ground 
and scientific evidence rapidly gathered 
around it. This was of the respiratory func¬ 
tion of the skin and the puri^ng function 
of warm water. Along with experiments 
which may only be termed grisly (“Bouley 
when he coated the shaved hide of horses 
with tar, observed in 1830, %ll the effects of 
a slow asphyxiation’. Death appeared (sic) 
even quicker when a strong glue was mixed 
with the tar”) was born the concept of an 
organism which burn^. “Steam engines 
became far more attractive models than 
levers.” 

The response to the cholera epidemic of 
1832 was quick and entirely new: more street 
fountains, watering of streets, chlorine in 
cesspools—though chlorines disinfecting 
properties were still to be discovered—and 
the prornulgation of measures for increas¬ 
ing the circulation of air and water. The 
cholera epidemic provided the impetus for 
the laying of the underground grid of pipes 
both for delivering and evacuating water and 
wastes in a feat of sanitary engineering 
involving doctors.- 

Baths were encouraged as an additional 
defence against contagion. But how 
prevalent was the practice? “One bath per 
inhabitant per year under the monaithy of 
Louis XVIII” says Vigarelto. The sanitary 
gaze now turned to the poor. “For what 
really changed in fact, was the image of the 
poor and above all of poverty which became 
more disquietening and mote threatening 
with the advent of the new indusirial towns. 
The bourgeois imagination was firmly 
wedded to the concept of a dirtiness which 
purveyed vice, whose rags and vermin were 
signs of an ever present potentiai lawlessness 
and, at least, delinquency!’ 

The responses were thmfore; poiiciesjof 
dispersal—the sad and brutally familiar 
response of town planners—and in the 
sphere of hygiene, moral exhortation or 
hgalth education. Hygiene also entered 
school curricula “to lx learnt by heart by 
the pupils of the six first classes”. A new out¬ 
break of cholera in 1849 gave a new sense 
of tt^ency. Councils of health, now 
established in ali provinces, passed recom¬ 
mendations on the creation of free public 


baths for the poor “because people 
acquainted with cleanliness are soon 
acquainted with order and discipline*. 

At the end of the 19th century Remlinger 
carried out a day by day enumeration of the 
microbes in his bath water. The bacterio¬ 
logical world that had been unveiled by 
Pasteur fundamenully altered the concept 
of washing. This new Avatar’ of cleanliness 
look its battles beyond the boundaries of the 
visible The world, it was now revealed, 
pullulated with ‘invisible monsters’. 

The bodily zones traditionally the con¬ 
cerns of treatises of manners—hands and 
face, mouth and teeth—were rapidly the con¬ 
cern of hygiene Medical men particularly 
suspected the hands of workers; “with 
coachmen and workmen have been found in 
about 50 per cent of cases, golden and white 
staphylococcus, the micro-coque pyogene 
of the saliva and the liqued pyogene 
staphylococcus”. 

Cleanliness, in (act, changed its meaning: 
it now meant asepsis. This had immediate 
impact in hospitals where the incidence of 
post-operative infections was greatly reduc¬ 
ed; surgeons now operated with sterile gloves 
on instead of with bare hands. Hygienic 
cleanliness acquired at the end of the i9th 
century a legitimacy unsurpassed. The 
metaphor most frequently employed by doc¬ 
tors now “Every machine needs its wheels 
to be frequently cleaned and the cinders or 
unused parts of the coal to be as frequently 
cleared out. The human body being a par¬ 
ticularly delicate machine, it is necessary to 
see to its cleanliness and the regular expul¬ 
sion of its waste mattei!’ 

This vision of the human body, extended 
in similar metaphors to a city, transformed 
the urban landscape. Bathrooms and toilets 
were now a must in every household; an 
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eiabonue nnderiioiiiid grid of w«^ 
and tewage pipes taqr concealed. Inbouigeois 
households, tlie accoutrements considered 
necessary were limited only by the con- 
sumerists’ imagination. And for the hoi 
poilon The utilitarian shower was perfected 
in prisons. 


THIS ethnographic work on the Rishi Valley 
School (RVS), a brain<fhild of philosopher 
Jiddu Krishnamurthi (JK), is on school as 
a sociocultural phenomenon. As part of her 
interest in JK’s educational thought, Thapan 
has raised an array of issues on the internal 
organisation and authority structure in RVS, 
on the nature and form of the culture of par¬ 
ticipants, viz, teachers and pupils, in the 
pedagogic process, and on the various net¬ 
works of teacher-pupil interaction and has 
systematically analysed the various units in¬ 
volved in the functioning of a school as an 
institution. Of the nine chapters which the 
book contains, the fust is a general introduc¬ 
tion to RVS; the second is on JK’s worldview 
and educational thought, which emphasises 
the psychological rather than the techno¬ 
logical aspects; the third is on the orders and 
principles in RVS; the fourth and fifth are 
on school culture and teacher culture respec¬ 
tively; the sixth is on teacher interaction; the 
seventh is on pupil culture; and the eighth 
IS on teacher-pupil interaction. The con¬ 
cluding chapter is an assessment of JK's 
ideology in relation to the school and the 
larger society. 

in the few Krishnamurthi schools spread 
over the country and even abroad, the intcr- 
lelationship between teachers, pupils and 
parents is a vital factor. In analysing this 
lelationship in RVS, Thapan has looked into 
JK's philosophy as contained in his writings 
and speeches, in particular his distrust of anj 
form of authority in a school situation, his 
insistence on viewing individuals through 
their relationship to society, and his concern 
lor an 'inward revolution’ for awareness/self¬ 
knowing, and for cultivation of ‘total human 
beings’. 

in explaining the school as a socitxultural 
reality, in terms of its structure and prin¬ 
ciples, she has differentiated between the two 
prevalent orders in RVS, namely, ‘trans¬ 
cendental’ and ‘local’. The first is normative 
as formalised by JK on how the school 
ought to function. The second is positive, 
as it exists subject to the pulls and pressures 
from outside the school. The interplay of 
these two orders perhaps lends RVS a 
distinctive blend. Also operating in RVS are 
at least three different sets of goals, name¬ 
ly. official, operative and instrumental. The 
first type is often directed towards instilling 
JK’s ideology in the students: the second 
helps for the smooth routine of school ac¬ 
tivities; and the third is resulting from the 


Vigaiello draws on a daunting variety of 
sources—sanitary reports, archival records, 
architectural volumes, paintings, diaries, 
letters and even statuary—in creating this 
fascinating accmint. The book is a must for 
not just those interested in history and public 
health but for all bibliophiles. 


external administrative environment, say the 
general norms in Indian schooling. 

Thapan’s discussion of the key func¬ 
tionaries engaged in either transmitting the 
moral order (an expressive dimension of 
RVS), or controlling the curriculum and 
evaluation patterns (an instrumental dimen¬ 
sion for preparing students to meet the 
future demands of society) throws light on 
the principles underlying the control/power 
structures in RVS. Her analysis of the pro¬ 
cesses of decision-making in RVS brings out 
clearly that the authority of the Krishnamur¬ 
thi Foundation is so pervasive that some of 
the members of management and teachers 
resent its constant and often critical gaze. 

A description of school rituals and 
ceremonies—an affirmation of the school’s 
ultimate values, shows how these factors 
have created a ‘school ethos’ and a ‘school 
culture’ by integrating teachers and pupils. 
Routinised rituals like the morning assembly 
consisting of non-secular (only Hindu) 
prayers and the evening meet called Vuiachal’ 
(literally ‘watching the sunset’) in RVS are 
followed according to the transcendental 
order. Certain other rituals like observance 
of republic day and independence day are 
according to the local order. All these 
routinised and ‘dramatised’ rituals impart 
a certain regularity and discipline, and even 
instil a sense of hierarchy among teachers 
and students, in a ritual like morning 
assembly where both teachers and pupils 
participate almost equally, the hierarchy is 
implicit, while in a ritual like the weekly test 
where the teacher exercises an obvioas con¬ 
trol over pupils, the hierarchy is explicit. 

in her account of the ‘teacher culture’, 
Thapan has closely examined its several 
strands like the multiple roles of a teacher 
in relation to management, other teachers 
and pupils. The pattern of recruitment in 
RVS is explained on the basis ot iwo dif¬ 
ferent types of teachers that the school 
depends upon, namely, the ‘ideologue 
teachers’ who are expected to be committed 
in their role to instil JK’s ideology in the 
pupils; and the ‘professional teachers’ for 
whose recruitment iraining/expericnK in the 
subject to be taught, social background and 
intelligence are the criteria. Thus, in RVS 
there exists different ranges of commitment 
to ideology among teachers, ranging from 
superficial to total indifference, depending, 
upon their differential orientations. ’ 


'Hiapan has shown that the‘Mciier cnkuii^ 
varies from the RVS junior to RVS senior 
and the perpetuation of a certain type of 
culture is a remit of institutional factors like 
staff meetings, seniority/juniority in service, 
and the interpersonal considerations often 
ridged between ideologue and professional 
teachers. Social factors like the peer group 
or informal friendships among teachers also 
defiiK the nature of teacher culture to an ex¬ 
tent. An interesting observation made in this 
regard is that informal friendship group is 
hardly found among men, much less among 
women, and almost never across gender 
groups. Her di$cu!»ion of the ‘teacher 
culture’ IS sustained by her case s'udies of 
ideologue and professional teachers. 

In her analysis ol the pupil culture, 
Thapan has dwell on the management’s ef¬ 
forts to promote a uniformly po.sitive ‘pupil 
culture’ by carefully selecting students from 
a ‘cultured background with certain sensi¬ 
bilities’, that IS from the upper strata of 
urban society, and how despite such efforts, 
both positive and negative attitudes exist 
among students towards the school and its 
ideology. In doing so, she has looked at 
students’ attitudes on aspects like clioices for 
leisure time activities, preferred attributes for 
pupil popularity and unpopularity, jicxeived 
changes m disposition due to RVS experi¬ 
ences and the degree of personal favour to 
various aspects of the school. 

Thapan’s account of the teachcr-pupil 
interaction has clearly brought oui the cen¬ 
tral aspect of school (but not the teacher) 
as a conirplling agent. The relative absence 
of teacher’s authority to control students tn 
a typical RVS classroom is explained through 
the different ways used by teachers in deal¬ 
ing with pupil participation. There are only 
few instances when teachers use a domineer¬ 
ing strategy to evoke fear among students 
in order to prevent them from taking undue 
advantage. 

Her conclusion that “the double standard 
situation in RVS created by the co-existence 
of the transcendental and local orders" 
results in chaos and ideological tension in 
different situations, may be disheartening to 
some. But this point is roost emphatically 
driven home in her discussion of the 
ideologue vs pedagogue case study and the 
possibility of conflict when both types ot 
teachers deal with the same set of students 

The book is mainly based on data col¬ 
lected by Thapan from RVS between I9RI 
and 1988. In a postscript she has noted that 
the transcendental order has almost lost its 
place after JK’s demise and that the resulting 
absence of tension between it and the local 
order has had a positive effect on the school 
processes. 

While the book has certainly succeeded 
in explaining RVS more as an experiment 
with JK’s educational thought than as a 
model of education, and in rendering this 
institution intelligible sociologically, what is 
missing is an aplanation of how this model 
could be incorporated into mass education 
and how it could thus be made relevant to 
the larger society. 


Experiment in Education 

R Akila 

Lift* at School: An Ethnographic Study by Meenakshi Thapan; Oxford 
University Press, New Delhi, 1991; pp ix + 271, Rs 250. 
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The Macroeconomic Adjustment Programme 

A Critique 

Mihir Raksbit 


The government has chalked out a progmmmefor macroeconomic adjustment over the short and the medium 
run in order to resolve the fiscal crisis and tackle the proNena of inflation and the balance of payments. Our 
primary focus in this paper will be on the macroeconomic adjustment policies embodied in the union budget,. 
though we have also to consider the medium run macro implications of the exim policy, delicensing of industries 
and financial liberalisation. 

The fiscal management undertaken in the budget raises a number of important i^ues. First, how far is the 
finance ministry’s perception—which incidentally is identkxd with that of the IMF—of the impact of food 
parameters on macroeconomic variables correct? Second, assuming that the government’s diagnosis qf the ailing 
economy is sound, do the proposed steps constitute the right cure for correcting the macro imbalances? Finally 
what are the implications and costs of the macroeconomic adjustment initiated by the government? Does the 
budget seek to minimise the burden of adjustment without sacrificing the basic short and long run objectives? 


And zcaloiry ha\ virus so concealed, 

li's hard to tell the poison tropi (he cure! 

—(iiwihe. /■»««. Part I 

FAC'ED with the balance of paymenis pro¬ 
blem and the fiscal crisis, the government 
of Indta has initiated far-reaching changes 
in cx'onomic policies on all major tronts. The 
debate over'ihese changes has run on fairly 
predictable lines with the liberal economists 
Firmly reasserting their faith m the free 
market mechanism and the leltisis voicing 
their deep suspicion of the IMf conditiona¬ 
lities, especially those in respect of liberalisa¬ 
tion ol trade, finance and indusirv It is 
necessary however to go beyond articles of 
faith and examine how far or to what extent 
the policy package adopted by ihe govern¬ 
ment, irfcspective of its source, is suitable 
for attaining our major economic objectives 
(about which there appears to be a large 
measure of unanimity among economists of 
all hues). 

The long-term objective of Ihe new 
policies is to promote eificiency and enter¬ 
prise through delicensing of industries, 
liberalisation ol the financial market, decon¬ 
trol of foreign trade and fre^niry of foreign 
capital. Meanwhile a programme has been 
chalked out for macroeconomic adjustment 
over the short and the medium run in order 
to rcsolvet he fiscal crisis and tackle the 
problems of inflation and the balance of 
payments. Our primary focus in this paper 
will be on the macroeconomic adjustment 
policies embodied in the union budget, 
though we have also to consider the medium 
run macro implications of the exim policy, 
delicensing of industries and financial 
liberalisation. 

There is a fair degree of consensus regar¬ 
ding the basic causes and characteristics of 
macroecoiutmic imbalances in the Indian 
economy .during the SOs. Attention has 
repeatedly been drawn to the increasing 
reliance on borrowing and deficit financing 
to meet government expenditure: to the 


higher rate ol mllation experienced in this 
period compared with the earlier decade; 
' and to the growing loreign indebtedness and 
' worsening balance of payments situation. 
The ministry of finance has in fact identified 
the fiscal deficit as the villain of the piece 
and suggests, "Ai a macroeconomic level, 
fiscal deficits inevitably spill into balance of 
paymenis problems and create inflationary 
pressures in the economy" {Economic 
.Survey 1990-91, p 99). Hence the finance 
minister accords top priority to the reduc¬ 
tion of the fiscal deficit from 8.4 per cent 
of GDP in 1990-91 to 6.4 per cent in 1991-92. 
In order to reali.se this objective Ihe budget 
proposes curbs on government expenditure 
on both the revenue and the capital account; 
a 20 per cent disinvestment in shares of 
selected public sector undertakings; and 
greater reliance on the issue of bonds and 
debentures by pubjic enterprises to finance 
their investment projects. 

The fiscal management undertaken in the 
budget raises a number of important issues 
that have not received adequate attention 


from the proponents or the critics of the new 
policy. First, how far is the finance ministry^ 
perception—which incidentally is identi^ 
with that of the IMF—of the impact of fiscai 
parameters on macroeconomic variables cor¬ 
rect? Second, assuming that the govern¬ 
ment’s diagnosis of the ailing economy b 
sound, do the proposed steps constitute the 
right cure for correcting the macro im¬ 
balances? Finally, what are the implicationf 
and costs of the macroeconomic adjustment 
initiated by the government, or does the 
budget seek to minimise the burden of ad¬ 
justment without sacrificing the basic shbrt 
and long run objectives? 

I 

Finral KinsIh of Maciwconomic 
Inilialanoe 

There can be little doubt that fiscal policy 
played an important role in influencing the 
behaviour of the Indian economy over the 
last decade. But students of economics can- 


Tabu 1: Fiscal Deficit. Balance of Trade and Inflation 


Year 

Fiscal 

PuUk 

Export 

Import 

Import- 

Current 

Rate of 


Deficit 

Sector 



Export 

Account 

Inflation 



Borrowing 



Gap 

Deficit 








in BOP 



(11 

(2) 

(3) 

(4) 

(5) 

(6) 

(?) 

1^81 

10.0 

9.0 

4.8 

9.2 

4.4 

1.2 

16.7 

1^1-82 

8.8 

8.4 

4.9 

8.7 

3.8 

1.5 

2.4 

1982-83 

9.2 

9,5 

5.1 

8.4 

3.2 

1.3 

12 

1983-84 

10.1 

9.6 

4.9 

7.7 

2.8 

1.1 

12 

1984-85 

11.4 

11.1 

5.2 

8.1 

2.9 

1.2 

6.0 

1985-86 

11.6 

10.4 

4.4 

8.1 

3.7 

2.3 

4.8 

1986-87 

13.2 

12.3 

4.5 

7.7 

3.2 

2.0 

5.1 

1987-88 

12.1 

11.6 

4.9 

7.7 

2.8 

1.9 

10.7 

1988-89 

II.7 

lU 

5.3 

8.9 

3.5 

2.7 

5.7 

1989-90 

12.7 

12.8 

6.4 

9.3 

2.9 

2.3 

9.1 


Note : All figures excepi those in column (7) are percentages of GDP. 
Source: Economic Survey, t990-9l. 
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not but be puzzled by the tocu$ on the fiscal 
deficit as the chief explanatory variable and 
the most important policy parameter of the 
ministry of finance Indeed, neiiher em¬ 
pirical evidence nor economic logic suggests 
that reduction of fiscal deficit should be the 
prime concern of the government in the pro 
cess of macroeconomic adjustment 
Consider first the empirical evidence for 
the 80s during which the fiscal imbalance 
assumed alarming proportions Fiscal 
deficits, as Table I indicates, can in no waj 
be regarded as an explanatory variable tor 
inflation or the trade deficit Since the data 
seem to run counter to the most impoitani 
presumption behind the IMf/finance 
ministry approach, let us go into the pio 
bkmabit motecaretullv Coliimnflfot the 
table gives the fiscal deficits of the union 
government as a percentage of gross 
domestic product at current prices It may 
be argued that the more relevant measure of 
fiscal deficit in this conncciion would be the 
borrowing of the public sc'cior consisting of 
the central government state governments, 
union territories and public sector undei tak 
mgs (net of intra public scH-ior loans) Hence 
in our simple regression analysis it is this 
broader measure ol fiscal deficit (to be 
depoted bv I hereinafter) that is used as 
the explanatoiv variable, though the qualita 
tive results arc the same for both the narrow 
and the broad measures ol fiscal deficit 
Our analysis suggests that fiscal deficits 
cannot account for the rate of inflation in 
the 80s the regression line, as shown in 
Figure I IS almost horizontal and constitutes 
8 severe indictment of conventional wisdom 
in this regard So far as the import export 
gap IS concerned, not only is the regression 
result almost insignificant, but the sign of 
the coefficient of FD,, turns out to be 
negative (Figure 2) in fact, similar counter¬ 
intuitive results are obtained for exports and 
imports separately Even when the lagged 
value of FD,, is introduced as an additional 
explanatory variable, things do not improve 
the regression results remain insignificant 
and the values of abysmally low It is 
only in the case of current account deficits 
in the balance of payments that the regres¬ 
sion result becomes significant even though 
(378) IS not very high (Figure 3) 

A moment's reflection suggests that, not 
withstanding the widely held view, it would 
have been surprising if we got robust em 
pineal evidence regarding the effects of Fiscal 
deficits or public sector borrowings in in 
terpreting the regression results it is useful 
to remember the mechanism through which 
fiscal deficits are assumed to generate infla 
tion and balance of payments problems We 
propose to examine later the interaction bet¬ 
ween domestic demand and balance of 
payments Even without gotng into the 
details of this interaction, it is not very dif¬ 
ficult to see that in a regime of import con 
troi, domestic demand can have an effect 
mainly on the export but not on the import 
front However, the impact of FD,, does not 
appear to be significant even on exports in 


the regression result (not shown) the coeffi 
cient of FD,, has in fact the wrong sign' 
Ihe presumed causal link running from 
FD,, would not work for other items in the 
current account deficit in the balance ol 
payments, viz, interest on foreign debt, 
remittances from abroad or foreign 
assistance if a substantial part of govern 
meni borrowing is used to meet the servic 
ing of foreign debt, we will find an associa 
non between FD,, and the current account 
dcFiats in the balance of payments, but here 
the causation runs from the latter to the 
former rather than the other way round 
Alternatively, easy availability of foreign 
loans might induce the government to go in 
for a spending spree abroad These examples 
illustrate the danger of the poor specifica¬ 


tion of Ihe causal mechanism in analysing 
economic phenomena or drawing policy 
conclusions 

1 he government's concern at the growing 
fiscdl deficits IS due not only to their effects 
on mllaiion and the bdlancc of payments, 
but diso to the apprehension that the deficits 
would become unsustainable m the none 
too-disiant future when Ihe fiscal machinery 
of the government becomes, or is perceived 
to be, incapable of meeting its debtaibliga 
tions If matters indeed come to such a pass, 
creditors at home and abroad would lose 
faith m the solvency of the government and 
economic chaos and confusion would rule 
supreme This is quite a legitimate concern, 
but the problem is that the fiscal deficit is 
not a good indicator of the sustainability of 
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toverntncnt borrawini in Uie 
long ran. In order to spell out the nature of 
the problem and identify the policy para> 
meters relevant in the context of macro- 
economic adjustment, we need first to take 
a quick stock of the various concepts of 
defiats used in the budget document and in¬ 
dicate thar economic significance and thar 
relevance for analysing the macroeconomic 
impact of budgeury operations 

II 

Fiaral and Budgetary Deficits: 
Some Definitions and Issues 

In recent years the official documents have 
listed the following concepts of deficits in 
the government accounts' 

(1) RD (Revenue Dcricit) = Revenue Cxpcn 
diture Revenue Receipts 

(2) BD (Budgetary Deficit) * Total fcxpen 
diture - Total Receipts (excluding net 
sale of Treasury Bills) 

(3) Df (Dericii hinancmg) - Increase in Net 
RBI Credit to the Government 

^ (4) FD (Fiscal Deficit) =- Total bxpendilure 

— (Revenue Receipts + Recovery of 
loans + Receipts trom the sale of 
assets) 

For the sake of completeness we may in 
elude two other concepts of deficits that 
figure in the literature on public finance 

(5) DC A (Deficit on Capital Account) - 
( apital Expenditure - C apital Receipts 
(excluding net sale of Treasury Bills) 

(6) PU (Primary Deficit) - I iscal Deficit 

- Interest Payments 

RD IS the deficit generated through cur 
rent transactions in the budget and denotes 
the dissaving of government admmistration 
and Defence BD, as noted in (2), indicates 
the amount of government expenditure 
financed through net sale of Treasury Bills 
during the f^nancial year (irrespective of w ho 
buys these bills) E)F gives the net increase 
in the Reserve Bank holding of Treasury Bills 
plus other government securities less increase 
in government deposits with the Reserve 
Bank Hence DF is nothing but the increase 
in reserve or high power money on account 
of net lending to the government by the 
Reserve Bank FD, it is clear from the rhs 
of (4), constitutes the increase in gross in 
debtedness of government administration 
and defence to the rest of the economy (or 
the world) It follows from the earlier rela¬ 
tions that DCA IS the sum of net sale of 
Treasury Bills less the revenue deficit of the 
government Finally, PD stands for gross 
borrowings of the government required to 
mea all expenditure less interest payments' 

The relevance or the usefulness of these 
various concepts of deficits depends on the 
purpose at hand and on the extent they can 
be manipulated by the government lor at 
taming its economic objectives From the 
viewpoint of economic analysis and policy 
prescription our focus, let qs remember, has 
to be on the significance of these deficits for 
the generation of aggregate demand or in 
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Battoiiary pressures, for the overall saving 
ratio or economic growth, for the transfer 
of rcsouaes between the private and the 
public sectois, and for the sustainability 
of public debt oi the solvent^ of the 
government 


AKgrogate Demand, Inflation 
and Balance of I^tymentH 

The deleterious macroeconomic effects of 
the fiscal (or other) deficits are generally 
identified through the following saving 
investment relation for an open economy 

(7) (Ip S )+(l^ S,)-M-X 

wfwa 1 -piivaic settor investment, - 
private sector saving, 1^ government 
sector investment, * government 
sector saving, ° imports of goods 
and services, and X = exports of goods 
and services For medium-run policy 
analysis it may be useful to recast (7) in 
following teims 
(7a) (ip-s )+(i,-Sj)=(m-x) 

where im lower case letters stand lor the 
ratios of the corresponding macro 
variables to the gross domestic product 
The Ihs of (7) indicates the excess of 
domestic investment over domestic saving 
and the rhs the net inflow of foreign 
resources (or the increase in the net in¬ 
debtedness of the country to the rest of the 
world) On the basis of (7) or (7a) it mav 
not seem unreasonable to argue that an in 
crease in the invesimeni-saving gap m the 
government sector will raise excess demand 
in the domcsiii market and hence add to the 
inflationary piissures and enlarge the 
import expoil gap It may also be claimed 
that inflationarv tendencies and loss of com 
pctiiiveness of the country’s exports will be 
the greater the closer the economy operates 
to the full capaciis level But even if the argu¬ 


ment IS correct, it is not appropriate to focus 
on the fiscal deficit as the key policy 
parameter for solving the piob ems of in- 
Hatton and the balance of payments Note 
that the fiscal deficit does not represem the 
investment saving gap in the government 
sector—the variable through which the 
macroimbalances are assumed to occur For 
one ihing, in the usual definition of Fiscal 
deficit the operations of public sector enter¬ 
prises, as we have noted, are left out of the 
picture The broader concept of fiscal 
deficit, FDp, for the government sector 
comprising government administration and 
defence and public undertakings is given by 

(8) FD^ = FD4-Borrowings of public sec¬ 
tor enterprises (excluding loans trom the 
central and state govcrnmcnis)- 
Rccovery of loans and sale of assets by 
public sector enterprises - Increase m 
gross indebtedness of the government 
sector 

However, as may be seen from (he follow¬ 
ing relations, even this broader definition of 
the fiscal deficit fads to indicate the 
investment—saving gap in the government 
sector Note that 

(9) FD^=RD+U^ + Loans given (or linancial 
claims acquired) by the governmeni vec¬ 
tor - Retained profiiv of public enter¬ 
prises - (Recovery of loans plus sale of 
assets by the government sector) 

Bpt since S^, is nothing but rciained profits 
of public enterprives levs the revenue dcFicit, 
equation (9) yields 

(9a) (l|| - S^) - FD^ + Nei recovery of 
loans’ + Sale of avsrts 
I he difficulty with even the broader con¬ 
cept ol fiscal deficit, ii is thus clear, lies in 
Its treatment of tax collections and sale of 
government assets on exactly the same 
looting—a palpably absurd procedure for 
any macroeconomic evaluation ol the 
budget As the relation (9d) suggests, if the 
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«Neitm«tt<«niat in dM ftewnimem 
MCter to indted iclevim iiKtkaior of the 
kiflationary and the balance of paymenu ef- 
: tocts of budgetary operations, the impact of 
goverhment le^or torrowings, recovery of 
loans and sale of shares in public undertak¬ 
ings would be the same and the opposite to 
that of revenue receipts or profits of public 
enterprtoes. Before examining the causal con¬ 
nection sirinumed in this approach, let us 
estimate, i%Horing market borrowings and 
Mher nhiitai items in the state budgets, the 
investmem-uving gap in the government 
sector as per the centnd government budget 
for 1991-92. The gap for 1991-92 amounts 
to Rs 56,142 crore against a fiscal deHcit of 
Rs 37,757 crore (liible 2). Even so, if the 
budgetary calculation$.do not go awry, the 
gap will bejower in absolute terms than m 
the earjier year and come down from 11.1 
to 9.6 per cent of gross domestic product—a 
decreaM ol 1.5 rather than 2 percentage 
points. 

Should we then regard the current fiscal 
exeicise as a step in the right direction in 
spite of the misplaced focus? in the present 
context the answer to the question depends 
partly on the validity of the investment¬ 
saving gap as a good measure or indicator 
of macroeconomic imbalance Before turn¬ 
ing to the economic significance of this 
measum let us look at the empirical evidoice 
once agaip. 

It is fairly obvious from Table 3 that 
neither theVate of inflation nor the import- 
export gap in the 80s can be attributed to 
the excess of investment over saving in the 
public sector: regression results (not reported 
here) for both the relations turn out to be 
insignificant. Even if there is strong em¬ 
pirical support foi the hypothesis that the 
investment-saving gap in the government 
sector widens the trade gap and generates 
inflationary pressures, there remain serious 
problems of interpreting the esidence and 
using it for the formulation of budgetary 
policies. For an appreciation of these pro¬ 
blems we have to go into the mechanism 
through which the discrepancy between i 
and S| may conceivably affect the rest of 
the economic system. 

Note, first, that relation (7) or (7a) by 
itself d^ not give any clue to the economic 
mechanism involved in the determination of 
the three gaps: these relations, as stated, are 
no more than identities and the causal links 
among the variables can be forged only by 
incorporating the behavioural relations of 
the economic agents, e g, consumers, private 
investon and foreign buyers and cr^itors 
andbf taking explicit account of the fiscal, 
monetary, trade and other policies. Further, 
neither the fiscal deficit nor the investmem¬ 
saving gap in the government sector is a 
primary policy parameter. The government 
can perhaps control its expenditure in 
nominai terms, fix the tax rates and prices 
of goods and serviem produced in the public 
sector and even manage to secure the tar¬ 
geted amount of borrowing in nominal 
terms by forcing the Reserve Bank and 
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commercial banks (through variations in 
Statutory Liquidity Ratio) to meet the shml- 
fall in thh amount of loan extended by the 
public (or foreign creditors). But the ministry 
of finance cannot directly attain its targets 
for revenue receipts and for investment, sav¬ 
ing and other macrovariables in real terms 
or as percentages of the gross domestic pro¬ 
duct. Indeed, in order to target the budget 
deficit of any hue (including the investment¬ 
saving gap) the government has to know the 
relevant macrbmodel and the numerical 
coefficients of the behavioural and other 
relations entering the model. 

What is more important to recognise in 
the present context, even when the govern¬ 
ment can hit the bull’s eye in respect of its 
planned levels of fiscal or other deficits, their 
economic consequences cannot be judged 
without reference to the primary policy 
parameters used to achieve the targets. We 
have examined elsewhere the economic im¬ 
pact, in the Indian context, of the major 
budgetary instruments.at the disposal of the 
government and here we propose no more 
than to recapitulate the main conclusions 
[Rakshit 1986,1987|. First, the expansionary 
effect of a budget, as students of public 
finance are repeatedly told, depends not only 
on the deficit but also on the size of the 
budget; a large budget with little fiscal 
deficit or investment-saving gap in the public 
sector can be more expansionary than a 
small one with a sizeable difference between 
expenditure and receipts. Second, for a given 
amount of revenue receipts, personal income 
tax and export duties tend to reduce ag¬ 
gregate demand to a larger extent than other 
forms of taxes and hikes in administered 
prices. Third, the demand generation effects 
of subsidies and (current) transfers are 
generally less than government Consumption 
and investment. However, the conclusion is 
reversed if the transferees belong Jo the 
poorer groups or the import content of 
government expenditure on goods and ser¬ 
vices is sufficiently high. Finally, while 
deficit financing is clearly expansionary, 
there arc substantial differences in the 
crowding-oiii effects of different categories 


of’other lotMis- The bowiBhg-e«t effipcl of 
borrowing from oommetciaf bantu Ohromh 
the SLR requireownt) to almost one to ooe, 
but thecoH^on^Rran NSC orother higMf 
attractive Rnaodia) assets floated by tte 
government and.publie undertakings do not 
generally have any Aowding-out effect 
whatsoever. ^ 

To summarise; ittothesizeandcompO^ 
tion of receipts and payments and not simp¬ 
ly the magnitude of flScal and other defied 
that ftfe crucial in determining the efliecti of 
budgetary operations on aggregate demand. 
Hence even if there were strong econometric 
evidence in support of the widely held hypo¬ 
thesis in respect of the spill-over effects of 
budget deficits, the reason would generally 
be that during the reference period (i) tirere 
were no significant structural changes in the 
economy, and (ii) the composition of the 
budget or the relative weights of fiscal and 
other parameters remained fairly stable. 
There is thus no escape from looking at the 
more primitive' relations in miuating 
budgetary measures or suggesting some 
alternative policy package. 

In an earlier study we have put forward, 
with explanatory notes, a rough and ready 
manual for estimating the demand genera¬ 
tion impact of the budget [Rakshit 1986]. 
We do not propose to repeal the exercise here 
and remain content with a broad assessment 
of the main items of lecripts and expenditure 
in the union budget for 1991-92. There are 
two major provisions in the current budget, 
that are clearly deflationary. First, the ab¬ 
solute level of government expenditure in 
real terms is going to be cut and what is more 
important, the cut is much larger for expen¬ 
diture on final goods and services, espedally 
for public sector investment (note that the 
major increase in government expenditure 
will be in interest payments). Second, deflcil 
financing is proposed to be reduced to the 
tune of Rs 5,280 crore which with a money 
multiplier of three plus can severely limit the 
growth of bank credit in the economy. There 
has been no significant change in the lax 
structure, nor is disinvestment in the equity 
of public sector enterprises Ukely to have arqr 


TABtf 2: fist At Dcucn AND SAViNt'.-lNvesTMr.NT Gap in the Oovebnment Sectdk 

fPsemeJ 


Year 

1990-91 

(Revised 

Estimates) 

1991-92 

(Budget 

Estimates) 

1 Fiscal deficit (FO) 

43,331 

37,727 

2 Recovene.s of loans 

6.005 

5,666 

3 Sale of shares of public undertakings 

— 

2,500 

4 Debentures/boflds' 

4,933 

5,869 

5 External commercial borrowing/suppliers' credit^ 

2,533 

2.001 

6 Others’ 

2.2SI 

2,379 

7 Investment-saving gap 



(1,-S,) = (1) + (2) + (3) + (4) + (5) + (6) 

59.073 

56,142 


Notes: I Represent public loans floated by the enterprises within the country. 

2 Represent commercial bmrowings outside the country. 

3 Include deposits raised by the enterprises and inter-corporate transfers. 

Source: Government of India, Ministry of Finance; Budget at a Glance 1991-92. '' 

Gov^ment of India, Ministry of Finance; Expenditure Budget 1991-92, Vol I. 
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CHM^iat^ut itffcet if ttw prion fncdibr the 
siMmt tK lets than marto clearing. So far 
as the expansionary forcn are concerned, 
they can emanate from lower market bor- 
rowingtijlw boost to private investment in 
the waltt of the new industrial policy and 
the removal of the ceiling on the interest rate 
on debentures. On balance the overall effect 
of the budget is likely to be contractionary 
at,least in relation to the growth of produc- 
tite capacity in the economy. 

Inflation and Bai ancl oi- Payments 

Does our assessmem mean that the 
ministry of finance is on the right track in' 
its quest for the solution to the problems of 
innation and balance of payments? Before 
answering the question let us briefly 
recapitulate the conventional mechanism 
regarding the spill-over effects of an increase 
in aggregate demand. On the domestic front 
the effect is taken to be manifested in rising 
prices or/and output depending on the in¬ 
itial degiw of slack in the economy. Both 
the output and the price effect will, however, 
tend to widen the trade gap because ol (i) 
an increase in income-induced imports, and 
(ii) a decline in exports along with a rise in 
imports as domestic prices go up relatively 
to their international counterparts.'* Again, 
there is a feed-back from the external to the 
domestic sector, though these tendencies 
cannot cause changes in the direction of 
movements in prices, output or the balance 
of trade. 

However, there arc important clogs or 
‘wheels within wheels' in the mechanism 
noted above, especially in the Indian con¬ 
text, and these .seem to have escaped the at¬ 
tention of most of the economists commen 
ting on recent policy changes Consider first 
the balance of payments effects of an in¬ 
crease in aggregate demand. Apart trum the 
fact that the direct plus indirect import con¬ 
tent of different categories of final goods 
varies all the way from 100 to zero per cent, 
in India imports, we must bear in mind, have 
been and continue to be controlled through 
a wide array of measures. By and large, the 
expenditure on imported goods is sought to 
be restricted, often with a time lag. to what 
may be called “the disposable loreign ex¬ 
change receipts” (DFER) which is given by 
the relation 

(10) DFER * (Earnings from the export of 
goods and services) -r (Foreign assis¬ 
tance plus remittances and external 
loans) - (Servicing of foreign debt). 
In the short run the second and the third 
(brackets) items on the rhs of (10) are not 
directly affected by an increase in aggregate 
demarid so that under an import control 
regime characterised by the above relation 
there is not much room left for the spill-ovei 
of domestic demand to balance of trade: the 
empirical evidence cited earlier should thus 
come as a surprise to only those who try to 
apply text-book results without any regard 
to thd basic assumptions and economic 
structure in which.these results make sense. 


An important application of the above 
line of reasoning is that the availability of 
foreign loans may cause an increase in trade 
deficits and when these loans are in the 
government account they show up in a larger 
fiscal deficit and investment-saving gap in 
the public sector.' In such cases it is the ex¬ 
ternal factor reflected in trade deficits that 
^crates the investment-saving gap and not 
the other way round. In fact, in the 80s the 
government policy of permitting imports of 
capital goods (irrespective of their domestic 
availability) so long as the imports could be 
Financed by suppliers' credit or (tied) foreign 
loans very olren contributed towards an in¬ 
crease in the impori-cxport gap; decline in 
domestic production and government sav¬ 
ing; and accumulation of foreign debt. To 
be more specific, instances am not rare where 
some state electricity boards were eager to 
place their order lor machinery and equip¬ 
ment with BHLI, hut had to take recourse 
to imports since, while the requisite foreign 
loans were available lor imports, financial 
institutions m India were unwilling to extend 
ciedil lor investnicnt from the domestic 
source In these instances not only were we 
storing up trouble lot the luture on the 
balance ol payments front, but there was 
also an immediate cutback in domestic pro¬ 
duction and an almost equal lall in the pro¬ 
fits of public sector enterprises so that the 
gap in government finances appeared in the 
form of a decline in saving rather than an 
increase in investment. The piovisiori m the 
current budget iclaiing to capital goods im¬ 
ports by loreign investors in India is likely 
to have similai dctlationary effects on the 
domestic sector (if not cause balance of 
payments problems in future). Such contrac¬ 
tionary tendencies originating in the trade 
.sector may, however, be moderated oi even 
reversed to the esient a larger share of the 
expected increase iii export proceeds has to 
be earmarked lor servicing external debts 
It IS thus a moot .point whether the bud¬ 
getary measures, the requirement of servic¬ 
ing external debt and the response of foreign 
investors to the policy package will increase 


or icduce itggrefgte dernaod in the-ftonwitk 
sector. While the present writer percdyei the 
overall impact to be deflationary, he is by 
no means prepared to bet his last fanhing 
on such an outcome. 

Assuming that there is going to be a curb 
on aggregate demand, what are the prosp^ 
of inflation in the near future? Indian 
economists appear to be sharply divided in 
their assessment of the inflationary poten¬ 
tial of the budgetary and other measures in¬ 
itialed by the government. Attention has 
been drawn to the cost-push effects of 
devaluation and increases in the adminis¬ 
tered prices of petrochemical and other pro¬ 
ducts. But at the same time the devaluation 
has enabled the government to withdraw ex¬ 
port subsidy which along with the additional 
revenue netted through higher administered 
prtces, curbs on government expenditure and 
other measures is expected to cause a reduc¬ 
tion in deficit Financing and aggregate de¬ 
mand so that not only the monetarists but 
the Keynesians also should expea a substan¬ 
tial fall the rate of inflation. Should we 
then turn agnostic and suggest that the 
outcome would depend upon the relative 
strength of the two opposing forces, the 
demaiid-puil and the cost-push? 

Fortunately, it is not too dirficult to give 
a categorical answer to the question posed 
above. Most of the economists dealing with 
the macroeconomic problems of developing 
countries have come round to the view that 
while open market prices of agricultural 
goods arc flexible, almost all prices in the 
organised sector (including the public sec¬ 
tor) arc administered or Fixed on a cost-plus 
basts IKalecki 1976; Taylor 1983; Rakshit 
1982, 1989). Hence arises the need of iden- 
iitying the sectoral demand and sun^y 
sluxks in anv assessment of the inflationary 
potential in countries like India. In the light 
of this approach it is not very difficult to 
sec that industrial and other prices in the 
organised sector are bound to rise as a result 
of devaluation and other cost-push faaors 
noted above. If this effect is coupled with 
a fall in demand, the result will be an infla- 
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Year 

I’liblii Sector 

Public Scclor 

Investment- 

Rate of 

Import-Export 


Investment 

Saviqg 

Saving Gap 
in Public 
.Sector 

Inflation 

Gap 


(1) 

(2) 

(3) 

(4) 

(5) 

1980-81 

87 

3.4 

5.3 

16.7 

4.4 

1981-82 

II’ 5 

45 

6.0 

2.4 

3.8 

1982-8.1 

ii.3 

4.4 

6.9 

7.2 

3.2 

1983-84 

9.8 

3.3 

6 5 

7.2 

2.8 

1984-85 

10.8 

2.8 

80 

6.0 

2.9 

1985-86 

II 1 

.1.2 

7.9 

4.8 

3.7 

I986-K7 

II 7 

2.7 

9.0 

5.1 

3.2 

1987-88 

10.4 

2.2 

8.2 

10.7 

2JS 

1988-89 

99 

2.0 

7.9 

5.7 

3.5 

1989-90 

10.7 

1.7 

9.0 

9.1 

2.9 


Note : Except those in column (4) all other Figures are percentages of Gross Domestic Pradua 


at current prices. 

Source. Economic Survey, 1990-91. 
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tiohary conlnctioa in the ortanlied lector 
cluracMriwd by higher undenitiliution of 
capacity, lower growth and riling prices. So 
far as the agricultural sector is concerned, 
it'may perhaps be argued that the fall in out¬ 
put and incomes in the organised sector 
should reduce the demand for farm products 
and hence their prices. Even if the argument 
were correct, the (demand-induced) fall in 
prices would be accompanied by a eduction 
in agricultural employment and raise thereby 
the incidence of poverty in rural areas. 
However, since in the short and the medium 
run labour is almost a fixed factor in the 
organised sector of our economy, the decline 
in the demand for food and other agricul¬ 
tural goods, originating from the non-agri- 
culturel sector, is unlikely to be significant. 
Much more important will be the supply-side 
shock going to be administered through the 
new economic policy. First, while fertiliser 
prices are expected to go up by 30 per cent 
(under the revised provision), no correspon¬ 
ding adjustment in the procurement prices 
of foodgrains (and other t^ricullurai pro¬ 
ducts) seems to have been made: the esti¬ 
mated increase in food subsidy is only of the 
order of Rs 150 crore! The government, it 
is thus clear, is not going to extend the 
coverage of the public distribution system 
and to maintain a price-cost ratio that would 
induce farmers to supply the required 
amount of foodgraias. 

Second and no less important, even the 
intended supply of agricultural goods can¬ 
not be realised unless adequate production 
loans are made available to the farmers and 
there are strong grounds for believing that 
the package of measures adopted by the 
government would result in a severe shortage 
of agricultural credit. While the increase in 
the prices of fertiliser, pesticides and other 
inputs is going to raise the amount of loans 
required by farmers, the fairly large cut in 
deficit financing will curb the capacity of 
commercial banks to extend credit. Again, 
financial liberalisation or rather unfreezing 
of interest rates on bank loans cannot but 
cause a sharp decline in the amount of emdit 
going to the agricultural sector, unless 
special steps are (aken to supply adequate 
loans to farmers at a relatively low rate 
interest—steps which do not appear to be 
on the cards. 

Out analysis suggests that the IMF ap¬ 
proach to macroeconomic policy adjustment 
initiated by the government is fraught with 
grave consequences for the Indian economy 
in the short and the medium run. If'the 
policies proposed are implemented through 
thick and thin, the economy will experience 
a decline in the growth of output in both the 
industrial and the agricultural sectors; a- 
strengthening of inflationary tendencies; and 
a sharp rise in the incidence of poverty. 
Viewed against this scenario the prime 
minister's promise of the provision of a 
‘safety net’ fw the indigent cannot but ap¬ 
pear as a cruel joke: the government has 
sought to keep the promise by allotting a 
princely sum of R$, 2,230 crore under the 
^ti-Poverty Programme (Budget at a 


Otanee, I99l~92) for more than 370 million 
India estimated to *live^ below the poverty 
litre {Minhas, Jain and Ibndulkar 1991]—a 
sum which works out to a little over Rs 6 
per head per annum. 

IV 

Growth and Sustainability of 
Budget Deficit 

We have already emphasised that contrary 
to the popular view, fiscal deficits cannot be 
regarded as the source of inflation or trade 
imbalances in the 80s. In fact, there are 
reasons to believe that in this period the in¬ 
crease in government expenditure in relation 
to revenue collections might have played an 
important role in enabling the Indian 
economy to scale the barrier of the Hindu 
rate of growth. Should we then advocate the 
continuation of the fiscal policy pursued in 
the 80s?’ The answer, in spite of our 
serious reservation.s regarding the IMF-World 
Bank diagno.sis, is in the negative. 

There can be little doubt that the demand- 
driven growth in the 80s characterised by ris¬ 
ing budget deficits and a mildly declining 
overall saving ratio cannot be sustained and 
must founder against the rock of supply side 
factors, e g, low rate of addition to capacity, 
shortage of energy or foreign exchange bot¬ 
tlenecks. It is for this reason that we require 
to reverse the trend of declining saving in the 
public sector if the tempo of growth is to 
be maintained or raised. Also, with stagnant 
government revenues and rising public debt 
as ratios of gross domestic product, the 
solvency of the public sector itself will be 
in jeopardy |Buiier and Patil 1991 j. Thus the 
twin considerations of growth and sustaina¬ 
bility of budget deficits require fairly drastic 
changes in some o( the policies followed so 
far. 

At the macroeconomic level the first and 
most important objective in the medium run 
must be a step-up in the overall saving rate 
which nose-dived trom 23.2 per cent to 18.2 
per cent between 1978-79 and 1984-85 and 
then crawled to 21.2 per cent in 1989-90 
{Economic Survey, 1990-91). Clearly, the 
public sector has to play an important role 
in atuining the objective, especially since the 
decline in the .saving rate can largely be at¬ 
tributed to the poor performance of the 
government in this regard: between 1978-79 
and 1989-90 public sector saving as a percen¬ 
tage of gross domestic product registered a 
fall from 4.6 to 1.7: the performance will ap¬ 
pear truly dismal when these rates are view^ 
in the background of huge public sector in¬ 
vestment undcriaken since the mid-50s. 

But if promotion of saving is the major 
concern of the government, the focus should 
not be on the rc.luction of fiscal deficits.* 
Public sector saving, let us recall, consists 
of the revenue surplus of the government 
plus retained profits of public undertak¬ 
ings,^ while fiscal deficits comprise revenue 
deficits as also deficits on the capital account 
less recovery of loans and ‘other capital 
rcceipts‘. A reduction in fiscal deficits can 


thus go merrily along with a rise in imnus 
deficits (and a fall in public sector lavim] 
if the government effects a suffiden, ut ia 
its investment and lending or sells off 
of its financial and physical assets. Howevei, 
reduction of revenue deficits also figures in 
the finance minister’s agenda for macro- 
economic adjustment. But then it is the 
reduction of revenue deficits and not tire 
fiscal deficits that should have been the cor¬ 
nerstone of macroeconomic management 
From the viewpoint of the promotion of sav¬ 
ing and growth the focus on fiscal deficits, 
let us repeat, does not make economic sense 
unless it is presumed that not only are public 
investments relatively unproductive, but 
loans advanced by the government for finan¬ 
cing private investment also have an adverse 
effect on the economy—a presumption 
rooted more in zealotry than in objective 
assessment. 

It can be argued that though the social 
marginal productivity of public investmem 
might be high, financing of such investment 
through borrowings becomes non-viable 
when its return to the government is 
significantly less than the interest cost. This 
is quite an important issue in the Indian con¬ 
text, but it is not clear how far the measures 
adopted by the government woutd contribute 
towards the solvency of the public sector 
without an avoidable decline in economic 
growth. 

Now the problem of solvency cannot be 
dissociated from that of economic growth. 
If government policies promote saving, ef¬ 
ficient allocation of resources and hence 
economic growth, the apprehension regar¬ 
ding the sustainability of public debt would 
generally be unfounded: ‘Tike care of 
growth’. It may be argued, “and solvency will 
take care of itself It is true, public invest¬ 
ment with a high yield to the economy pro¬ 
motes growth irrespective of the return 
realised by the government. However, such 
growth cannot be maintained if the increase 
in government revenue proves inadequate to 
meet interest payments (and other revenue 
expenditure), i e, if there is a declining trend 
in public sector saving. In other words, 
though the short-run social return on public 
investments might be high, they can con¬ 
ceivably have a negative impact on the long- 
run economic growth through a reduction 
in the .saving ratio. It is for this reason that 
the simplistic application of the social 
marginal productivity criterion might yield 
a sub-optimal allocation of investible 
resources. 

it is useful in this context to distinguish 
between pblic investments in social or 
economic inrra.structure and those in in¬ 
dustrial undertakings. In India the return to 
the government on the first group of invest¬ 
ment is extremely low. However, there is 
substantial scope for raising the earnings 
from this category of capiul formation 
where the beneficiaries can be clearly iden¬ 
tified, e g, in the case of higher education, 
hospital, irrigation or public transport. In 
many of these instances the beneficiaries 
belong to the upper income groups and the 
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(indirect) tuMMies eiiioyed tiy iliem ire 
many tiro« the combii^ total of subsidies 
on the public distribution system and the 
amount spent on Anti-Poverty Program¬ 
mes." Also, the poor yield on public invest¬ 
ment is due in no'small measure to the in¬ 
ordinate delay in the completion of projects, 
overmanning and high salary in the public 
sector compared' with that prevailing 
elsewhere One looks in vain at the current 
policy package for any sensible wage-price 
or other policies which could have con¬ 
tributed substantially towards the generation 
of a revenue surplus and the promotion of 
growth with equity. 

There are a number of public investments 
which have large (positive) external effects 
or which yield public goods, it is not possi¬ 
ble in such cases to make the beneficiaries 
pay for the services provided, but there are 
indirect returns to the exchequer by way of 
extra revenues from the additional incomes 
generated through these investments. Indeed, 
one can go further and suggest that, even 
if these indirect returns arc negligible as of 
now, there is nothing wrong in borrowing for 
purposes of public investment with a high 
social rate of return. If such borrowings 
'hrcaten the solvency of the public sector, 
the malady lies not in these investments or 
borrowings, but in the failure of the govern¬ 
ment to make the beneficiaries pay for the 
services or to devise an effective tax 
machinery in order to service the public 
debt. While the huge public invesiment in 
roads, electricity and other infrastructural 
facilities have raised land values many times 
the increase in the general price level, no step 
worth mentioning has yet been taken to mop 
up at least a part of the unearned gains ac¬ 
cruing to the private land owners. Such in¬ 
stances of tlic failure of the tax machinery 
are legion, bui in its obsession for reducing 
fiscal deficits the ministry of finance seems 
to have taken the soft option of cutting down 
the scale of public investment and has fail¬ 
ed to initiate the much needed reform in the 
sphere of laxction and other sources of 
government revenue. It may also be that ihc 
government does not have the will or the 
ability to make the tax system effective and 
serve the basic economic obiectives. 

So far as other forms of investments arc 
concerned, the government, notwithstanding 
Its protestations, seems to have come round 
to the view that public enterprises arc in¬ 
herently inefficient. It is widely recognised 
among the researchers in this area that the 
inefficiency of these enterprises is due 
piimarily to the lack of managerial 
autonomy and accountability and to the 
absence of any sensible and quantifiable 
norm against which their performance can 
be judged. Though there is some talk of en¬ 
suring autonomy with accountability for 
public sector units, nothing substantive has 
been done in this regard and the government 
does not seem to repose much faith in its 
ability to effect the necessary organisational 
reforms or to put an end to the political and 
bureaucratic' interference in running these 
cnterpiises. Here afso the ca.se for scaling 
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down the size of public sector investment ap¬ 
pears to lie not so much in economic logic, 
but more in the lack of political will or 
incentive. 

An important factor behind the present 
fiscal crisis is the borrowing policy of the 
government in the 80s [Rakshit 1987]. Dur¬ 
ing this period interest rates on all categories 
of government borrowings were raised with 
substantial tax concessions to boot in quite 
a few of them. In fact, in some cases the cost 
to the exchequer by way of interest-cum-tax 
relief amounts to more than 30 per cent—a 
rate at which most investment projects would 
turn non-viabic. If the government were 
serious in promoting saving and solvency of 
the public sector, all tax concessions on the 
various saving schemes should have been 
withdrawn. The cynic would perhaps view 
the energetic inaction of the government in 
this regard as quite in keeping with its other 
omissions and commissions: after all, these 
concessions arc larger for people in the 
higher income groups and cannot be avail¬ 
ed of by more than 99 per cent of 
households (who do not pay income or the 
wealth lax). 

No less queer is the proposal for disinvest¬ 
ment in shares of public enterprises in order 
to reduce fiscal deficits. We have already ex¬ 
amined why, from the viewpoint of public 
sector saving or gcnciation of aggregate de¬ 
mand, capital receipts on this count are no 
different from ordinary borrowings. Nor can 
the sale of these shares be regarded as an 
appropriate step for resolving the fiscal 
crisis. For one thing, tne proposed scheme 
will necc.ssarily be limited to profit-making 
public enterpiises I he steps taken in this 
ronneciion so far suggest that the prices 
fixed tor the shares will be less than market 
clearing, i e, the sale will involv; a subsidy 
to the buyers tveii if the shares are sold 
through auction or in the open market, for 
each rupee collected under the scheme the 
cost will be higher than that under borrow¬ 
ing. The market prices ot shares, let us note, 
arc related posiiivcly to the prospective ear¬ 
nings from the shares and negatively to the 
interest cost and subjective risk premium of 
the buyer While the faith of the private 
lender in the ability of the government to 
service Its debt is as yet unwavering, investors 
in India arc noiorioiisly risk-averse in their 
choice among dillcreiit financial as.scts: in 
spite of the emergence of the so-called equity 
cult, household savings in .shares constitute 
less than 10 per cent of total financial sav¬ 
ing (RBI 19901 The implication is that 
government can b.rrrow (it ii wants to) at 
a rate of interest that is .much lower than the 
discount rate (inclusive of risk premium) 
relevant lor the buver of equities. This 
together with the riirrenl perception of Ihc 
average investor re; arding the prospective 
profits from public sector mvesimet\is sug¬ 
gests that disinvestment in shares of profit¬ 
making public enterprises is a much cosfiiSr 
way of raising funds than borrowing. 

A final point regarding the reliance on 
private initiative lor delivering the goods. 
This reliance seems to be coupled with the 
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government’s tacit adminion that nothing 
much can be done towards makmg ;*'? flical 
apparatus effective and equitable or icwxrIi 
curbing the growth of black money. 1. 
displays almost total nonchalance on the 
part of the policy-makers regarding the evil 
consequences of the market mechanism 
unhindered by any efficient machinery for 
redistribution and enforcement of laws. 
These consequences, let us remember, con¬ 
sist in gross distortion in the allocation of 
resources, in creation of islands of prosperity 
in the midst of poverty and squalour, and 
in serious financial crisis for the government. 
Irrespective of whether we rely on the pnvaie 
or the public enterprises for our economic 
salvatiob, there is no substitute for an ef¬ 
fective and equitable tax system and an ef¬ 
ficient government machinery: but no 
serious attempt seems to have bm made to 
initiate any policy reform in this crucial 
sphere. 

V 

An Overview 

There IS a general consensus that correc¬ 
tion of the current macroimbalances of the 
Indian economy would require major policy 
reforms on various fronts. The adjustment 
process initiated by the government seems 
to be based on a few key premises, explicit 
or implicit. First, a reduction in aggregate 
demand, irrespective of the way it is brought 
about, contributes towards an improvement 
in balance of payments and curbs infla¬ 
tionary tendencies in the domestic sector. 
Second, the key to the aggregate demand 
management and solvency of the public sec¬ 
tor lies in a reduction in fiscal deficits. Third, 
nothing much can be done to make the tax 
system effective, to curb the growth of black 
money or to make the income distribution 
equitable. Finally, public sector enterprises 
are beyond redemption and liberalisation is 
the most effective means of attaining our 
economic objectives. However, these pre¬ 
mises display either an inadequate apprecia¬ 
tion of Ihc macrobehaviour of our economy 
or lack of political will or enterprise to carry 
through policies that would resolve the fiscal 
and the balance of payment crisis and pro¬ 
mote economic growth without hurting the 
indigent sections of the community. 

No wonder, the overall policy package 
adopted by the government is not particular¬ 
ly well-designed to tackle the major pro¬ 
blems confionting the economy. In fact, 
some of the measures would in all probatnli- 
ty have a deleterious effect on growth, 
government finances and distribution of in¬ 
come The most important of these measures 
are curbs on capital accumulation in the 
public sector; disinvestment of equity 
holding in public enterprises; reliance on the 
issue of debentures for financing Investment 
projects of public undertakings; reduction 
m fertiliser subsidy and financial liberelita- 
tion without any safeguard for ensuring ade¬ 
quate short-run and long-run supply of the 
basic necessities of life; and the signal givoi 
through the provision for whitening black 
money. 
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The failure of the new policy initiatives 
in respect of omissions is much more giar- 
'ing. No attempt has been made to withdraw 
the various unnecessary tax concessions 
under the present system; to appropriate pan 
Of the huge gains from public investment 
accruing to the private sector; to recover the 
cost of public services enjoyed by the 
wealthier groups of people even when the 
beneficiaries can be clearly identiHed; or to 
make the public enterprises autonomous and 
accountable. In the context of the fiscal and 
the balance. Qt 4 )ayment crisis an incomes 
policy for the organised sector in general and 
the public sector in particular should have 
been high in any agenda for economic 
reform; but in the numerous policy state¬ 
ments issued so far the government has 
maintained an eloquent silence on this 
crucial issue. 

Again, for the resolution of the balance 
of payments crisis in the short and the 
medium run, it is necessary to ensure that 
domestic goods not required for meeting the 
needs of urgent internal consumption or in¬ 
vestment are earmarked for exports. Similar 
should be the criterion for imports, viz. their 
contribution towards meeting the domestic 
needs directly or through promotion of ex¬ 
ports. This implies that the levels of 
domestic taxes (with duty drawback for ex¬ 
ports) and of tariffs have to be related with 
one another andbqth must be based on the 
criteria noted above. The policy-makers do 
not appear to have paid any attention to 
these principles and failed thereby to initiate 
steps which could have made a significant 
contribution towards controlling inflation 
and reducing the deficit in the balance of 
payments. 

Notes 

IComputatipnal assistance from Girish Tiwari 
IS gratefully acknowledged. The author has 
benefited from diseussions with Amaresh 
BMchi.] 

1 The budget papers define the deficits as 
receipts minus expenditure—a procedure 
which may cause confusion and error unless 
one is careful about the signs. Thus in Budget 
at a Glance 1991-92 the .figure for fiscal 
deficit is computed correctly, but the tvro 
sides of the algebraic relation defining the 
fiscal dafioil are not the same if one uses the 
usual algebraic rule. 

2 Thus the implication of a zero primary 
deficit (with a positive fiscal deficit) is that 
were there no debt inherited from the past, 
govemmenr borrowing would not have been 
necessary to finance its expenditure 

, 3 Recovery of loans less new loans given. 

4 Assuming that the modified MarshaU-Lemer 
condition is satisfied. 

J With appropriate changes in respect of the 
policy regarding foreign borrowings and their 
utilisation. 

6 Gulati (1991) also makes the tame point. 

7 So that ceteris paribus higher dividends from 
these enterprises raise>the revenue surplus, 
leduQgTiscal tteficits, but does not affect the 
level of public sector saving. 

g Mundle and Rao (1991) estimate that the 
unrecovered cost to the government in pro¬ 
viding economic and social services is to the 
tune of 16 per cent of gross domestic 
product. 
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During the Post Independence peritid alone, gold valued at over Rs. 1000 crores has 
been mined here. A national asset the Hutti Gold Mine is pitised to further ap.dic 
country's abundant wealth, contributing suhstamially to State and Central Revenues. 

WHERE TO STRIKE GOLD 

Hutti Gold is available at the appolhtc-d branches of the .State Bank of India given bekiw. 
Come, join the gold rush* 

STATE BANK OF INDIA 
W Bangalore : .St Mark's Road. Ph 2I2H2.A. 

* New Delhi: Head Office: Parliament Street. Ph: .4I26.AS. 

* Madras : 22. North Beach Road. Ph: ‘>29874 

* Bombay : Bombay .Samachar Maig. (Bullitm Sec.). Ph: 286.4696. 

* Calctttm : Strand Road. PB 110, Ph. 2.46241/239331 

DON’T SETTLE FOR GLITTER—INSIST ON HUTTI GOLD. 

FROM THE NO.I. GOLD MINE IN INDIA. 

Hutti Gold Mine Co. Ltd. 

Regd i)ff: 1/4, UlsTKir Road. Bangaloie-560 042, Ph: 465529 
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New Policy Measures 

D T Lakdawsla 

The budget for 1991-92 by itself, if stuck to, will prove less inflationary than last vear’s but it has to be taken 
along with the impact of devaluation, the need to increase the export quantum, the pressure of increased costs 
on the prices of products, the likely increase in procurement prices of foodgrams, the lag effects of past irtfla- 
nonary pressures and the impact of the weaker monsoon 


IN response to the crisis situation in the 
foreign exchange sector and the apprehen¬ 
sion of slowing down of economic growth, 
the government of India has taken several 
far-reaching measures on the foreign trade, 
exchange, investment, fiscal, monetary and 
industnal fronts These arc expected to have 
a powerful impact on the Indian economy 
The new steps in many ways constitute 
radical departures from the policies follow 
ed hitherto Questions, therefore, naturally 
arise about their legitimacy and efficacy It 
IS proposed to discuss them here very brief 
ly without going into the details of these 
policies 

In this discussion it is best to primarily 
concentrate on Indian interests and Indian 
experience, and treat others* views and hap 
penings in other countries as ol secondary 
importance The Indian experience was that 
(a) India had reached a stage where imports 
were restricted to a level where any further 
substantial lowering could not be resorted 
to without endangering the growth rate. <b> 
increase in foreign exchange earnings 
through increased exports was the onlv long 
teim way of financing the needed imports, 

(c) Indian exports were hampered by uncer 
tainty ol supplies, high costs of inputs, low 
quality, and lack of attention to customeis' 
needs, these could be remedied by a non 
inflationary situation, inflow ol higher 
technology, greater competitiveness in the 
Indian and world markets, compensation ol 
export risks by selectively greater piolit 
ability and expertise in salesmanship, 

(d) since increasing export receipts to catch 
up with import payments would take time, 
net capital receipts will have to form the 
residue, (e) credibility was the crucial point 
in credit transactions and strong reserves 
were needed to maintain credibility, (0 the 
main responsibility for Indian inflation lay 
on the budgetary defuits which resulted in 
the issue of high powered money, borrow 
ing for revenue needs did not result in the 
creation of assets, so that assets which 
broadly matched liabilities till 1981-82, form 
ed only 76 per cent of liabilities by 1990-91, 
many of the assets were not financially pro 
ductive, so that interest received from assets 
formed only 44 per cent of the interest paid 
on liabilities, interest (gross) on public debt 
became the most important single item in 
non-plan expenditure, (g) the state could not 
harness adequate resources to finance the 
economic infrastructure which it had under 
taken to build and the public sector under¬ 
takings which were entrusted with the 
responsibility of managing it had no other 
means to raise substantial sums, and (h) the 


extreme rigidity of the control mechanism 
and the partiality corruption, bribery and 
ineffiaency which accompanied it had 
aroused all round resentment among the 
people who desired it to be done away with 
This sentiment had persisted since the 
middle ol the 70s The control mechanism 
which had been introduced to achieve 
desired ends had to be replaced by more 
effective general rules and regulations and 
fiscal and monetars methods which left little 
to discretion 

Use \i Bai ANt i 

I he main lesson underlining our long ex 
perience is tin need for fiscal balance It is 
best, therefore, to begin by seeing how the 
1991 92 budget scores in this respect Having 
analysed it in sonic detail elsewhere, I may 
onlv refer heic to its broad impact I he 
1991 92 budget estimates visualise an ab 
solute reduction in non plan expenditure (ex 
eluding interest on public debt where there 
IS little scope Ini reduction) of Rs 2 7(X) 
irorc The rise in total non plan expenditure 
increase is less than 4 per cent and will be 
less than ^ per cent even il it is assumed that 
the fertiliser subsidy adjustmcni announced 
later will be entirelv uncompensated As 
percentage ol (ilJl* non plan expenditure 
will decline from 14 9 per cent in 1990 91 to 
n 9 per cent in 1991 92 In v lew ol the grave 
resource crunch budgetary plan expen 
diturcs will (niy inciease by 12 6 per cent, 
the states gelling a laigtr increase, increased 
extra budgetary resources (including loans 
raised by PSU fiom the public) will raise the 
increase in total central plan expenditure 
from 8 I pci cent lo 12 9 per cent Additional 
tax measures will fetch Rs 2,617 crore of 
which 82 per cent will come from direct 
taxes and yet there will be a decrease in the 
ratio of revenue from direct taxes to total tax 
revenues As in the past, a large proportion 


of the additional expenditure m 199«-92 will 
be on revenue account (62 4 per cent) ratlier 
than on capital account and non-pbm opeii' 
diture will claim a larger share (814 per cent) 
than plan expenditure (Ihble 1) An out of 
the way item as capital receipts is Rs 2400 
crore by the disinvestment of shares of 
selected public sector undertakings upto 20 
per cent to investment institutions and 
mutual funds The most comforting feature 
of the budget is that the revenue defiat, the 
fiscal delicit and the budgetary defiat are 
all absolutelv lower than in 19W 91 and as 
a proportion of ODP (Table 2) The achieve¬ 
ment sounds much more imposing when 
considered against the background of the 
deficit that appeared likely in early July and 
considering that the task had to be done in 
eight months instead of 12 A caution needs 
to be, however, sounded that siiue 1989-90 
the revised deficits and aaual deficits which 
are of much greater importance are much 
larger than the budgetary ones (Ikble 3) and 
Manmohan Singh will have to strain Ins 
utmost to sec that there is no repetition of 
these performances 

Wc had double-digit inflation last year, 
and there is a great apprehension that the 
event mav lepeat itself The budga by itself 
if stuck to will prove less inflationary than 
last year’s, but it has to be taken along with 
the impact of devaluation, the need to in¬ 
crease the export quantum, the pressure of 
increased costs on the prices of products to 
break even, the likelv increase in procure¬ 
ment prices of foodgrams, the lag effects of 
past inflaiionaiy pressures and the impaa 
of the weakei monsoon It will be a miracle 
if the wholesale pric** increase deves not ex¬ 
ceed 10 pet cent, and it may be much more 

Black money has assumed such a large 
dimension that no finance minister can af¬ 
ford to ignoic It The tragedy is that in his 
eagerness to deal with this phenomenon he 
has to offer to deal more lementW with it 


ISIIII 1 UlSTKIBl tION in 

Aotn t loNM h\i 1 Nuin Ki 

1 

z 

(Ri crore) 


Plan 

Non Plan 

lotal 

Revenue expenditure 

2 769 

8,181 

10,950 
(62 4) 

Capital and loan 

490 

6,114 

6,604 
(37 6) 


Tl^ 

14,295 

17,554 

Slates’ share ot ti tal tax revenue 

(18 6) 

(814) 

(100) 

1,830 

79^ 


A'ore figures in paicnihc>es are peicciitages ol total additional expenditure 
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than with incomes honestly declared. The 
1991 scheme provides that deposit made with 
the National Housing Bank on or before 
HomcnW vs, VWl wvVV cimvctcSit \wv- 
munity from enquiry and investigation. 60 
per cent of the deposit can be drawn by the 
depositor for any stated purpose of his 
choice, 40 per cent will be a special levy and 
wUI form the corpus of a fund in the 
National Housing Bank. The scheme is 
Ukcly to be a non-starter as the first pre¬ 
requisite for success, a great likelihood of 
being caught and deterrently punished for 
tax evasion does not exist. The tax evader 
will not easily believe that this is his last 
opportunity to come clean. Even more im¬ 
portant he has been offered by the budget 
itsdf cheaper ways though transferring 
amounts illicitly abroad and getting them 
back as gift. 

International Economic Pot icy 

Unlike fiscal policy where the need to 
drastically reduce the revenue, budgeury and 
fiscal deficits mainly through a reduction in 
non-plan expenditure and partly through ad¬ 
ditional resource mobilisation was almost 
universally recognised, in international 
economic policy there was no similar 
unanimity. The trade deficit had no doubt 
to be narrowed mainly through export in¬ 
crease but whether a sharp devaluation dose, 
which would raise many problems of adjust¬ 
ment, was really necessary will remain 
debatable. The R^rve Bank of India had 
been adjusting the foreign exchange value 
of the rupee from time to time (in the 80s 
the rate of the dollar had gone up by about 
10 per cent every year) and along with the 
other export promotion measures this had 
helped in increasing dollar receipt from ex¬ 
ports in the Seventh Plan period by 87 per 
cent. In 1990-91 export expansion had slow¬ 
ed down, but it was an exceptional year, and 
Other adjustments including price stability 
and a smaller decline in exchange rate could 
have helped. The only valid argument for a 
sharp decline in the foreign value of the 
rupee was a growing belief aipong the 
traders that the rupee will depreciate and 
therefore their unwillingness to convert their 
foreign exchange claims in rupees and vice 
versa. With the low foreign exchange reserves 
that India had, and nobody willing to lend 
foreign exchange, there was no other course 
left except a large devaluation. This sort of 
logic has the dangerous implication that if 
similar expectations occur in future, there 
will be another sharp dose of devaluation, 
unless we have accumulated large foreign ex¬ 
change reserves in the meantime or some¬ 
body is willing to lend substantial sums. One 
thought that was the funaion of the IMF. 
but the suspicion is that it played quite the 
contrary role. 

The traditional role of devaluation is to 
increase export receipts and restrict import 
payments, tot in an exchange control regime 
the latter role becomes insignificant and the 
major burden of markn adjustment falls on 


exports. As a result of devaluation the supply 
of fndian exports in foreign exchange prices 
increases so that the quantum of exports will 
vxvcrewie, hwl whexhes Vise expon in¬ 

crease will depend on the elasticity of de¬ 
mand for exports. If the demand is elastic 
(Indian exports are only 0.56 per cent of 
world exports so that on this ground alone 
demand for Indian exports may be expected 
to be elastic); the extent of increase in foreign 
exchange receipts will be determined by the 
elasticity of supply. Domestic demand, in¬ 
flation, cost increases with increasing sup¬ 
plies and export infrastructure can prove 
limiting factors and removal of these limita¬ 
tions takes time. The hope that the import 
quantum will be immediately increased after 
devaluation facilitating the growth process 
will not be realised. The compiosition of im¬ 
ports can be changed depending on the 
government’s decision of how much ol the 
allocation it decides on its judgmcni of 
priorities and how much it leaves to the 
market mechanism. The Indian governmeni 
seems to have decided that 60-70 per cent 
of’the foreign exchange should be directly 
allocated by il and .YO-40 per cent can be left 
lo the market mechanism. The exports are 
given easily marketable replenishment 
licences worth 30-40 per cent of exports, and 
with certain exceptions like jewellery, small 
industry, etc, the import needs ol produc¬ 
tion have to be met troin them These aie 
also assumed to adequately compensate tor 
the cash compensation certificates that have 
now been abolished In three years all 
licences for capital goixls and law materials 


will go, but there will still be • neguive li^ 
and non-essential consumption goods will 
not be allowed. It seems that for a number 
of the mukex w totevgu exchauffe will 
be limited and imports on government ac¬ 
count will get preference. Revenue and pro¬ 
tective duties will continue, the only conces¬ 
sion to the demand for lowering tariffs being 
the reduction of maximum customs duties 
to ISO per cent. 

FORtKiN CaPITAI 

Foreign capital policy can be considered 
as an integral part of both international 
economic policy and of industrial policy, 
and on both the counts government policy 
shows a signilicant change in thinking, if, 
Indian products arc to be exportable, they 
must be able to compete with world piroducts 
m prices, quality and design, and for that 
they must gel easy access to foreign techno¬ 
logy and foreign expertise. These are provid¬ 
ed foi Indian industry in the new policy buf 
to get these uninhibitedly they must be 
allowed to be accompanied by foreign equity 
capital. India has drawn heavily on the aid 
available from international bodies, foreign 
coiisoitia and individual nations, and these 
avenues have been exhausted. With the 
recent developments in eastern Fiirope and 
USSR, It IS unlikely that a larger How of aid 
or loans can be obtained The possibility of 
bcliei foteign balancing will depend on 
higher equity capital flow. The restrictions 
on foreign equity capital have therefore been 
greatly lessened 


NEW ARRIVAL 

A Reader in Urban Sociolog>' 

M.S.A. Rao, 

C. Bhat, Reader. Department of StK'ioIuflY, 
University of Hyderabad. 

L.M. Kadekar, Leeturei; Department of Sociology, 
University of Hyderabad. 


The hook brings together significant sociological studies by 
eminent foreign pnd Indian sociologists. The studies reflect the 
phenomenal developments in the field of urban sociology in 
India since the late sixties, taking into account recent research 
wherever possible. 


Important areas have been discussed — development and changes 
in the village organisation, caste identity, politics, traditional 
institutions, etc. An important .‘■ource book for students and 
scholars of sociology. 


Hardback Rs. 175.00 



Paperback Rs. 110.00 


Orient Longman 

3-6-272, Himayatnagar, llydcrabad-SOO 029 
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Itao iMcnl .bnin that «mt Mttierto 
followed tre; (a) foreign capital wu only 
wdeome if it was accompanied with high 
tcchnoiogy; (b) in order that it may be 
treated like an Indian company, foreign par¬ 
ticipation shouid be ordinarily restricted to 
40 per coit. Now, foreign capital is welcome 
in itself and in high priority industries its 
share win be permitted up to SI per cent. The 
34 high priority industries which are listed 
are almost the same as those earlier open to 
the MRTP/FERA companies. It has been 
realised that multinationals of the desired 
type are not always willing to apply for 
permission to enter the selected industries. 
So a special Empowered Board, unhampered 
by any routine roles, will be set up to 
negotiate with them. 

INUUSIKIAL POUK Y 

The abolition of the concept of big houses 
and dominant undertakings is a more con¬ 
troversial step. While the long, time- 
consuming inquiries that were made before 
deciding on their proposals were legitimately 
objected to, one of the underlying ideas that 
big industry should concentrate its energy 
on pursuits suited to its competence and 
strength was a fertile one and needed lo be 
further examined before being discarded 

While the commanding rule of public 
sector in Indian industrialisation and 
economic development is gratefully acknow¬ 
ledged, there IS a general Iceling that it has 
spread Its tentacles too wide and undertaken 
tasks which the private sector driven by the 
profit motive can better perform. Not only 
has it a poor financial record, even its service 
record is unsatisfactory in certain lines. In 
terms of venturcsomeness and risk-taking 
capacity as well as ability to look ahead the 
private sector has gained considerably in the 
last few years. In the light of the experience 
gathered and the grave resources crunch, 
only eight areas are resetved fur the public 
sector. Wider public participation will be 
encouraged in the othci fields. BIFR or a 


simitar high powered body will be asked to 
formulate revival or rehabilitation schemes 
for chronically sick public undertakings. 

The power industry in a way illustrates the 
difficulties with which the working out of 
this division of labour bristles. For a long 
time the central government has been trying 
to ask the private sector to partiemate in the 
generation of power, the construction of 
roads, etc. But the success of power genera¬ 
tion depends on the efficiency of the 
distribution machinery. If the distribution 
machinery is hard of cash and defaults in 
meeting its obligations of payment for power 
purchases, the activity of power generation 
cannot be succes.srully carried on. Much of 
the finances needed for power generation 
must come from public financial institu¬ 
tions. The private sector is only interested 
in certain aspects of these areas—heavy traf¬ 
fic roads, urban electrification, etc, and will 
not like to compete in activities where the 
public sector is subsidised and there are no 
prospects of a fair return. These difficulties 
will have to be smoothened out if the divi¬ 
sion is to work. 

In the power sector to set up power plants 
in the country 100 per cent foreign equity 
participation will be permitted. The Reserve 
Bank of India has been asked to ensure that 
over a period of time the dividend outflows 
do not exceed export earnings. The FERA 
firms will have a distinct advantage at pre¬ 
sent over Indian firms if the foreign equity 
covers the cost of imported capital goods as 
the latter’s access to import of capital goods 
will'be limned, but this advantage is impor¬ 
tant in the effort to get the maximum foreign 
exchange and will hopefully disappear in a 
short period. 

The change in attitude to foreign capital 
IS based on the a.ssumption that the need for 
capital investment and enterprise is large and 
of a nature which can only be partially 
satisfied by Indian capital, and that by and 
large the competing fields are few and those 
where competition will lead to increa.sed ef¬ 
ficiency of many. These assumptions need 


to be tested, but two tbiags tte (kMy ob> 
vious. When pushed to the will, given eqmd 
terms, Indian capital and entrepreaeun^ 
are capable of a good show in IntUa com¬ 
pared with foreign capital over a wide fidd. 
While the Indian market is a large attrac¬ 
tive market for foreign capital and offers 
favourable production facilities, many of the 
economic and sociai conditions and legisla¬ 
tion yet look unfamiliar and unattractive to 
than, and they may have many questions to 
ask and difficulties to solve before they take 
a plunge and that will give time to Indian 
capital to shed many of its weaknesses. 

The most important qualitative transfor¬ 
mation sought in the industrial structure is 
doing away with the industrial Ucensing 
system except for a small list of 18 industries. 
This was the only possible response to the 
general feeling of resentment and disgust at 
the consequences of daailed control on the 
starting, expansion and location of a firm. 
In the regulation of economic activity, in¬ 
dividual discretion case by case decisions 
had to be abolished. There were, however, 
spheres which could not be left to the market 
place. In these licensing will still be essen? 
tial. The list includes entertainment elec 
ironies and white goods. The resi of the in ¬ 
dustries can now be located anywhoe csioept 
in cities with populations of more than a 
million. They will have access to all the pro¬ 
duction facilities including imports of taw 
materials, spares, etc. from April 1991. The 
only major exception will be capital goods 
imports, to which the free access will be 
limited to 2S per cent of the value of 
machinery and equipment up to a maximum 
of Rs 2 crore. Reservation for small in¬ 
dustries and special arrangements for them 
will continue. The delicensing of most of the 
industries will lend dynamism to the rdative- 
ly stagnant industrial scene. 

High Hopes or Success 

High hopes are entertained for the success 
of the new policy. The reactions of various 
industrialists and entrepreneurs and an¬ 
nouncements of the finance minister in his 
budget speech (regarding the level of direct 
taxation, customs duties, future interest rate) 
sound very optimistic on the future pro¬ 
spects. Seeing t he malaise in which the coun¬ 
try is placed and the causes, the general 
policy measures adopted seem correct. We 
have to get out of the framework of rigid 
detailed control mechanisms to which we 
were subject and recent measures have been 
in that direction. At the same time there it 
no wholesale acceptance in the new measures 
of the working of the marka mechanism. 
It IS noi possible to provide against each and 
every likely adverse consequence of the new 
dispensation. Such detailed action will leave 
ample .scope for error, favouritism and cor- 
ruptioii. There can only be general rules, a 
list of exceptions, a negative list, fiscal and 
monaary incentives and disincentives, and 
these have been provided for, and more when 
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necessary can be fitted in. 

The decisions now taken need a follow-up 
in several cases. The process of economis¬ 
ing, of reducing wastk and inefficiency in the 
fiscal machinery, of reducing subsidies ex¬ 
cept to the poorest, of increasing the foreign 
exchange availability for private imports so 
that capital goods can be freely imported 
without the multiple exchange rate mecha¬ 
nism will take time and will demand 
vigorous pursuit with a great degree of deter¬ 
mination. Increasing the cfliciency of the 
production mecharasm will necessitate many 
measures in other fields like an exit policy, 
transformation of attitude to work and 
management, etc. 

I he remaining period of 1991-92 and a 
large part of the year 1992-93 are likely to 
be a difficult period for Indian economy as 
it will pass from a partially controlled 
economy to a largely market-determined 
economy. The change visualised is nowhere 
near that in eastern Europe which had more 
highly controlled economies and wish to 
evolve into freer market economies but the 
transition will be marked by some pain and 
anguish. Many firms will fall sick and be 
liquidated, and labour so discharged ma) 
not get easy alternative avenues of emplov 
ment. It will be a legitimate demand on the 
society that the problem ol unemployment 
is at least not aggravated and ample retrain 
ing and resettlement facilities are provided 
A fast narrowing of the export-import gap 
implies a likely decline in the terms of trade 
and in the absence of fast economic growth 
this presumes a drawal on per capita con 
sumption or savings. If this burden can be 
shared equitably and understandingly it can 
be borne without upsetting the society But 
there are no evident preparations for explain 
ing the detailed implications of the policies 
or for equitable sharing There is somehow 
hope that the IMF and World Bank will 
understand our difficulties and agree to help 
liberally so that the transitional difficulties 
are lessened. 

Frankly, a lot of our optimism rests on 
faith in the IMF and Worlfl Bank Since 
India has never defaulted on its obligations, 
and the Indian problems of price rise, un 
productive public debt and foreign depen 
dence are smaller than in many developing 
areas, the IMF may give large loans With 
these the temporary transitional difficulties 
will be greatly lessened. The stumbling bloc 
is the IMF conditionalities all of which we 
cannot stomach. Regarding some of them 
like fiscal stabilisation, limit to money 
supply increase and even realistic exchange 
lates there are no serious objections but with 
the wholesale acceptance of conditions like 
privatisation, roarto dominance; free trade, 
etc, the country will hardly agree. W; hope 
an acceptable and feasible via media will be 
found. 

A second hope is the large foreign ex¬ 
change held abroad by Indians and NRIs 
If this can flow to India in large sums, it will 
immediately alleviate the foreign exchange 
difficulties. The exemption of all gifts from 


remittances in foreign exchange from gifts 
taxation (with no inquiry regarding the 
sources of funds) and the permission to the 
resident donees to hold State Bank of India's 
India Development Bonds denominated in 
dollars without income and wealth tax with 
the final redemption in rupees at the cur 
rent rate of exchange may serve as a powei 
ful inducement to black money holdeis to 
convert their rupees by hawala transactions 
in dollars This will be a relativelv i heap wav 
of transferring black money into white, the 
inducement being greater investment oppot 
tunities opened hv liberalisation and the pio 
mises of hghici taxation made bv the linaiice 


minister. Unlike the IMF ioaif there will be 
no question of repaying in foreign exchange. 

A caveat may be sounded here. The new 
policies have no features which will deal with 
some of out major problems like poverty, 
employment, regional inequalitv, etc This 
IS not a serious defect if these policies do 
not constitute t he w hole plan w hich will have 
other policies and programmes to deal with 
them F iscal, monetary and other regulatory 
methods will be available to deal with the 
problc*ms. It will however be a serious lacuna 
it in the enthusiasm for new policies these 
peisisting problems are lorgotten and plan 
ning given a go bv 
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On the Crisis and the Remedies 

Pulin B Nayak 

It IS difficult to be enthusiastic about the recent package of economic policy measures which wUI be highly 
iitflationary and will jfow down investment in economic and social iffnatructure. Additionally, it is going to hurt 
the poor via cuts in schemes like the rural employment generation programme. 

In the fiscal sphere, pace the budget for 1991-92, the larger issues still remain to be addressed. The tax system 
needs to be restructured The overwhelming reliance on indirect taxes has to be reduced and the base of persoiul 
income tax has to be widened Simultaneously, there has to be the political will to take stem measures against 
tax evaders and operators in the parallel economy And, above all, there has to be a determined effort to curb 
wasteful current expenditure, and not capital expenditure on scKial and economic ufrastructure. This is a rather 
daunting agenda, but a beginning has to be made 


THE new Congmt(I) minority government 
beaded by P V Narasimha Rao has gone 
about introducing significant changes in 
economic policy with breathtaking rapidity 
On July 1 and 3 the rupee was devalued by 
about 20 per cent in two discrete steps This 
was followed by major reforms in trade 
policy so that Indian trade and industry may 
“soar in the high skies of trade'*, and the 
rupee may become fully convertible in three 
to five years TWenty days later the industrial 
policy was drastically liberalised as the asset 
limit for MRTP firms and industrial licens 
mg for most projects were abolished and the 
hmit of foreign equity was increased to 51 
per cent in several 'highpriority areas The 
industrial piolicy was announced the same 
day as the union budget was presented in the 
parliament The budget itself incorporated 
several pointers of change in economic 
thinking A.II of this was going on in a set 
ting where India was facing a severe balance 
of payments crunch and was at the doorsteps 
of the IMF. tiying to negotiate a substan 
tial structural adiustment loan of some SS 
to $7 billion complete with the conditionaly 
clauses 

It IS now widely agreed that the Indian 
economy is currently undcigoing a severe 
crisis The crisis is possibly the severest that 
the country has had to face in tht post 
independence era Iht fiscal sector of the 
economy is possibly in the throes of its most 
stringent test evei The foreign trade sector 
of the economy has been in great trouble 
despite peiiodic claims from official sources 
in the past three to four years that cxpoits 
have been going up by leaps and bounds In 
the fiscal sector government expenditure has 
been far outpacing revenues m the current 
account for more than a decade now, leading 
the government to resort to substantial bor 
rowings both internal and exteriud The na 
tional debt has now reached such a level that 
interest payments constitute the largest single 
expenditure head of the central government 
budget Non-essential expenditure continues 
to grow unabated, the etplanation for which 
cannot be confined to strictly economic fac 
tors The prospects for making substantial 
tnrods into the pockets of the potential in 
come tax paying public appear to be ar 
cumsenbe^ due; mainly, to a lack of 
political wiU,nnd also {Mitly due to ceitain 


formidable administrative problems The tax 
to GDP ratio IS already reasonably high and 
the prospect of having it increased further 
appears to be limited, at least in the short 
run 

In the foreign trade sector, imports have 
systematically outpaced exports in the post 
independence phase with the exception of 
two years in the 70s If then we ate having 
to face the BoP crisis of the magnitude sve 
have today it should really be no surprise, 
for It has in any case been a long time com 
ing The problem was no doubt exacerbated 
by the liberalisation drive of the 80s Dur 
mg this phase imports went up quite sharp 
ly while exports themselves increasing at a 
moderate pace did not quite keep in Step 
with imports The magnitude of the trade 
gap grew particularly large during the past 
decade, with the deficit hitting a peak of 
Rs 10,644 crore in 1990 91 The foreign 
exchange reserves reached a low in mid Jan 
nary 1991 when the country had barely 
enough funds to finance fO days import 
requirements fn desperate straits, the coun 
try went in for a loan of SI'S billion from 
the IMF under its (.CFF facility But as was 
clear from the beginning, this was at best 
only a temporary lespite and the dram on 
the country s reserves continued unabated 
The problem was particularly aggravated by 
a drying up of remittances from Indian 
nationals living abroad In a bid to contain 
this trend the RBI imposed strict import 
restrictions by substantially hiking up cash 
margins This cased the rate of foreign 
exchange outgo somewhat throwing up a 
small surplus in trade balance in April This 
process was hosvevcr not allowed to work 
itsell through as there was a significant 
change m trade policy in early July that went 
III the direction of linking virtually all non 
bulk imports to exports via the instrumen 
taliiy of the replenishment (RE P) licensing 
scheme, and subsequently, a lowering of im 
port duties 

lor the ecoiomic policy makers m the 
new regime it was a foregone conclusion 
that India ought to seek a substantial struc 
tural adjustment loan of SS to S7 billion 
from the IMF to tide over the current crisis 
The conditionalities for such a loan have 
been well known, and include devaluing the 
currency, liberalising the foreign trade sec 


tor, effecting cuts m subsidies, and imuatiog 
a process of privatisation, among others. 
have already been more than accom* 
modative in not only conceding to; but 
indeed adopting, virtually each one of the 
condtiionality requirements, with scut 
regard for the demonstrably harmful eflecti 
of some of these for the economy at laigc; 
and for the poor in particular Vet there has 
been a tide of support for the IMF dictated 
path of adjustment among the meduu 
academics and other professionals that hat 
been seldom witness^ before. Embolden¬ 
ed by the support of this influential group, 
the government has gone about implemen¬ 
ting a broad package of reform measures to 
give the nght signals to the IMF and initiate 
a process of liberalising and globalising the 
Indian economy It would be a matter of in¬ 
terest to see the extent to which these 
measures achieve their desired results 

Economic Backdrop 

As per the pre-budget Economic Survey 
1990 91, the past year’s performance of the 
real sectors of the Indian economy was not 
loo bad The GDP growth rate sns expected 
to be about S per cent The growth rates of 
agricultural and industrial production were 
expected to be 4 5 and 8 4 per cent rcspec- 
I K DiiiinL'liL ScMnili P|,in (xriod GDP 
grew at an average annual growth rate of S S 
per cent and agnculture and industry grew 
at average rates of about 41 and 8 S per ceiN 
respectively Ybt the fact that all wu not well 
with the economy was attested to by the 
rather substantial inflation rate of 13 6 per 
cent in 1990-91 measured in terms of the 
consumer price index This was fuelled to 
some extent by the sharp hike in the pnoe 
of oil on account of the Gulf cnsis but there 
weie other deeper, and more disturbing, 
trends at work 

Without a doubt, the roots of the cunent 
crisis are to be located in the severe fiscal 
and trade imbalances that have been evident 
m the economy in recent years. If one were 
to focus attention on the central gowernmem 
budget, It IS seen immediately that especially 
over the past decade the revenue acooum has 
systematically been showing a deficit 
{,Thble I) Through the three decades of the 
post-independence period uU the late TOs, 
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the Rvcnue account of the centre; except for 
two yean, always showed a surplus, though 
admittedly of a modest magnitude It is in 
1979-80 that a decisive break came from 
< syhen there has regularly been a deficit. 
Starting at 0.61 per cent of OOP in 1979-80, 
the deficit has steadily grown to 3.4 per cent 
of GDP as in 1990-91. This has meant that 
the centre has had to repeatedly borrow in 
the capital market to provide for current 
expenditure that yields no return. This has 
also meant that the public debt and other 
liabilities of the govenunent has burgeoned 
substantially (Ihble 2), amounting to well 
over 60 per cent of GDP. One immediate 
consequence of this is that interest liabilities 
hme moved up appredabty. Indeed they con¬ 
stitute the largest single expenditure head of 
the central government and in the coming 
year are budgeted to be around Rs 33,000 
crore For 1990-91 gross interest payments 
formed 2M per cent of total expenditure of 
the central government, up from 11.6 per 


Table 1: Budgetary Revenue 
SuRPLUS/DEriciT or thf Centre 


ibar 

Surplus/ 
Deficit 
(As Per 
Cent of 
GDP) 

Year 

Surplus/ 
Deficit 
(As Per 
Cent of 
GDP) 

I9SI-S2 

1.27 

1971-72 

-0.22 

1952-53 

0.40 

1972-73 

0.03 

1953-54 

0.08 

1973-74 

0.38 

1954-55 

0.33 

1974-75 

1.04 

1955-36 

0.41 

1975-76 

I.i3 

1956-57 

0.76 

197677 

0.35 

1957-58 

0.34 

1977-78 

0.45 

1958-59 

-0.04 

1978-79 

0.28 

1959-60 

0.29 

1979-80 

-0.61 

196661 

0.31 

1980-81 

-0.57 

1961-62 

0.73 

1981-82 

-0.18 

1962-63 

0.61 

1982-83 

-0.71 

1963-64 

0.88 

1983-84 

-1.16 

1964-65 

l.ll 

1984-85 

-1.52 

1965-66 

1.22 

1985-86 

-2.12 

196667 

0.77 

198687 

-2.65 

1967-68 

0.30 

1987-88 

-2.75 

1968-69 

0.20 

1988-89 

-2.69 

1969-70 

0.31 

1989-90 

-2.80 

1970-71 

0.38 

1990-91 

(RE) 

-3.40 


Sourer. Indian Economic Siaiislics (Public 
FinanctI, Ministry of Finance, 1990, 
and Economic Survey 1990-91. 


cent in 1980-81. 

This very ntturally raises the question 
regarding the sustainability of the debt. If 
government borrowing goes on unabated it 
would sooner or later raise the question 
regarding the very viability of the system 
especially if a government has to borrow or 
step up the tax effort merely to repay past 
debts rather than spend the money for 
developmental purposes. The government 
then ultimately has to severely curb the rate 
of growth on non-essential expenditure, 
while trying to step up, or at least keep in¬ 
tact, the allocation for capital expenditure 
Over the past decade the trends have been 
precisely otherwise A perusal of the 
Economic Survey (pp 109-110) reveals that 
gross capital formation out of budgetary 
resources, which comprised 40.1 per cent of 
total expenditure in 1980-81, had steadily 
gone down to 32.7 per cent by 1990-91. IWo 
other features need to be mentioned in this 
context. First, gross capital formation out 
of budgetary resources, which grew at an 
average rate of around 18.8 per cent in 
the early 80s, appears to have started 
decelerating from 1986-87. Secondly, and 
more ominously, the rate of increase in gross 
capital formation turned ni^ative (-1.4 per 
cent) for the first time in 1990-91. In the 
meantime the gross savings of the govern¬ 
ment had turned negative for the first time 
in 1984-85, and the dissaving has been grow¬ 
ing over the years, amounting to nearly I.S 
per cent of GDP in 1990-91. 

All of the trends noted above have been 
the wages of a soft state where government 
expenditures have bloated way out of pro¬ 
portion to tax and non-tax revenues. The 
bureaucracy has grown, so have its myriad 
perks, and there has been mindless .pro¬ 
fligacy in sundry projects ranging from the 
Asiad and the Festivals of India to the loan 
'melas' and the loan waivers. Faced with a 
resource enmeh, when budgetary allocations 
have had to be trimmed, it has invariably 
been capital expenditure that has had to be 
axed, while revenue expenditnre has gone on 
expanding. Powerful vested interests have 
emerged to keep the fiscal economy running 
in this manner. 

The implications of the above trends on 
the monetary sector are immediate. Along 
with the large revenue deftcits, the central 
government has had huge budget deficits. 


Table 2: Public Debt and Othfr Liabii ities of Government of India 

(Rs crore) 



1980-81 

1985-86 

1990-91 (RE) 

1 Internal liabilities (outstanding) 

48451 

119331 

279528 


(35.6) 

(45.6) 

(54.4) 

A Interihil debt 

30864 

71039 

151352 

B Other internal liabilities 

17587 

48292 

128176 

2 External debt (outsunding) 

11298 

18153 

31831 

3 Ibtal outstanding liabilities (1+2) 

59749 

137484 

311359 


(43.9) 

(52.5) 

(606) 

4 External debt (converted at year end exchange rates) 

13479 

26638 

66017 


Noir. Figures in decimals are percemages lo respective GDPs. 
Sourer. Economic Survey, 1990-91. 


awragiiig about 2.1 per cent of GDP dur¬ 
ing the Seventh Plan Period. This ip turn 
has contributed to a large monetised defidt 
which is the total of the net Increase in the 
holdings of treasury bills by the RBI and its 
contribution to the market borrowings of the 
government. It is this which determines the 
growth of money suipily. During 1990-91 the 
monetised deficit was expected to be about 
3 per cent of GDP, and for the seventh plan 
p«1od as a whole it averaged around 2.3 per 
cent of GDP. Money supply grew at an 
average annual rate of about 17 per oem dur- 
ine 'h»- fi«i four years of the Seventh Plan 
and went up by as much as 19.7 per centidur- 
ing the Final year of the plan, causing a 
substantial liquidity overhang in the 
economy. This contributed in a large 
measure to the double digit—13.6 per cent 
increase in the consumer price index- 
inflation that the economy went through 
during 1990-91. 

In the realm of tax revenue, the tax to 
GDP ratio has moved up in the past four 
decades from about 6.69 per cent in 1950-Sl 
to about 17.4 per cent in 1990-91. For a coun¬ 
try of India’s level of development the tax 
to GDP ratio is certainly quite reasonable. 
This is not to say that the rate cannot be fur¬ 
ther stepped up nor, more importantly, that 
the tax system cannot be significantly 
restructured. A major problem with the tax 
system is that the share of direct taxes has 
virtually stagnated during the period; it 
started out at 2.47 per cent of GOP in 
1950-51 but after touching 3.26 per cent in 
1963-64 it had gone down to 2.49 per cent 
of GDP in 1988-89 (Table 3). Thus the entire 
increase in the tax to GDP ratio has been 
brought about by exploiting indirect taxes. 
Within direct taxes, the decline in impor¬ 
tance of personal income taxes has been even 
more dramatic: these taxes comprised some 
21 per cent of all tax revenues in 1950-51 and 
are now down to about 5 per cent of'the 
same. 

Now, it is well recognised that personal 
income taxes have the advantage that they 
can be tailored to meet individual cir¬ 
cumstances. They can be employed to pro¬ 
mote equity directly in a manner that 
indirect taxes such as excises caimot. It is 
therefore impoitant to explore avenues of 
enlaigiiig the scope of personal income taxes 
by expanding thdr base. Currently the total 
number of income tax assessees constitutes 
well under a percentage point of the popula¬ 
tion. Perhaps the most important task fac¬ 
ing policy-makers is tp ^ring all potential 
income tax assessees into the tax net. This 
task is rendered difficult by the presence of 
a substantial parallel economy, the income 
originating in which is beyond the purview 
of income taxation, and the existence of 
large numbers of small traders and self- 
employed professionab—the so-called ‘hard 
to tax’ groups—who ought to be in the 
income tax net but are not. Finally, the 
significant numbers of deductions a^ ex¬ 
emptions that have been allowed in the 
definitian of taxable income from time to 
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Table 3: Tax/ODP Ratio 


Vrar 

Ibtal Ikx Revenue 
(All India) 

Diiea 

Indirect 

Ibtal 

I9S0-SI 

2.47 

4J3 

6.69 

196041 

2.48 

5.85 

8.33 

1970-71 

2.34 

8.67 

11.01 

198041 

2.41 

12.21 

14.61 

1985-86 

2.38 

14.10 

16.48 

1988-89 

2.49 

14.62 

17.11 


fouRv; Indian Economic Siaiisiics (Public 
Finance), Ministry of Financr 1990. 


iiiiK have contributed to a narrowing of the 
base of income tax. These gaps need to be 
eninined afiesh and closed wim necessary. 
It need hardly be stressed that there is 
substantia] evasion and avoidance of income 
tax and the enforcement mechanism has to 
be tightened to rirmly deal with the problem. 

While indirect taxes continue to be the 
mainstay of the tax system, comprising as 
much as nearly 8S per cent of all tax 
revenues, there is little to suggest that there 
is in fact any well defined rationale in raising 
revenues on this score. These taxes have 
usually been raised on the basis of ad hoc 
considerations and administrative ease 
Almost 70 per cent of the revenue from 
excise duties arc realised from inputs and 
intermediates. There is also an incredible 
multiplicity in the rates of tax: Both these 
factors make for a lack of transparency in 
the incidence of these taxes and their 
economic effects. While a sytsem of 
modified value added tax, introduced in 
1986, has been instrumental in impairing a 
certain rationale to the OKise tax system, its 
coverage is partial, and the overall impact 
of excise taxes is one of escalation of in¬ 
dustrial costs via the cascading effect. 
Further, the inefficiencies of the union ex¬ 
cise are accentuated by the sales tax and 
other indirect taxes like octroi levied at the 
state level and there is urgent need for tax 
harmonisation at different levels of 
government. 

A very important question pertains to the 
equity of the lax system as a whole. The 
available evidence suggests that the incidence 
of indirect taxes in India is mildly pro¬ 
gressive: It is acknowledged, however, that 
indirect taxes tend to be regressive with 
respect to income, and one has to devise a 
very complicated structure of rates and 
exemptions to impart a measure of pro- 
gicssivity to the system. Such a complicated 
rate structure however results in inefficien¬ 
cies, higher administrative costs and revenue 
losses. As for direct taxes, while the statutory 
incidence of the tax on income tax assessees 
already in the records of the CBDT is no 
doubt progressive, little can be said about 
the progressivity of the tax if one were to 
account for the large extent of tax evasion 
and the generation of incomes in the p^lel 
economy. In order to ensure equity in the 
tax system as a whole; the share of direct 
taxes has to be increased, the base of per¬ 


sonal income tax has to be widened, mid en¬ 
forcement has to be tighteimd to check tax 
evasion and curb the generation of Mack 
incomes. 

The Long Ttrm Fiscal i^icy (LTFP) 
document 1985, had noted that the allevia¬ 
tion of poverty is at the centre of our five- 
year plans, and that in order to help achieve 
this objective fiscal policy has to play a 
critical role by mobilising additional 
resources which may be used for financing 
anti-poverty programmes, for im|»oving the 
social and economic services on which the 
poor mainly rely, and for financing the 
heavy investments in infrastructure which 
are necessary for sustaining growth in 


agriculture and industry. Fiscal [inllfTHr 
also be used as a tool to fsqwad poductho 
employment opportunities and it eaa pbty 
an important role in kaeping inflathn wHiB 
moderate bounds. The latt objective is paiv 
ticuhuly importam becauw inflationcaasas 
economic hardships to die poor and the van 
majority of the population in the uDoiiaaia' 
ed sector whose earninp are not indeaed. 

About a third of India’s population still 
lives in diject and degrading poverty Dniiag 
the 80s, while GDP recorded a growth rate 
of around S.5 per coit, the growth rate of 
employment was in the range of a meagie 
1.5 per cent. Employment in the organised 
sector, which grew rapidly at around 5.1 per 
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cent per annum in the early 1960s, rose at 
around 2.4 per cent per annum during 
1977-83 and at 14 per cent dunng 1983-88, 
denoting steady deceleration During 
1983-88 employment in the private organis 
ed sector has declined somewhat Asregaids 
the price level, we have already noted that 
the economy has lately been in the throes 
of a double digit inflation Ihus the con¬ 
tribution of fiscal policy as regards the above 
objectives has not been strikingly notable in 
recent years 

As regards the external sector, India’s 
balance of trade has been under very severe 
strain in the last five years in particular, 
leading to a dwindling of our foreign 
exchange reserves and a burgeoning of our 
external debt A number ol factors were 
identified by the report of the Economic 
Advisory Council to have been responsible 
for precipitating the problem Among them 
were (i) the more liberalised import-export 
policy during 1985 88, (ii) levelling oft 
of workers’ remittances from abroad, 
(III) plateauing of indigenous oil production 
in the face of continually using domestic de 
mand for petroleum, and (iv) the possibility 
of a growing import intensity of exports 1o 
this must be added the increase in import 
intensity of manufactured consumer goods 
that have catered to the fancies of the top 
10 per cent of the population Indeed the 
strategy of trade liberalisation has been the 
basis of sustaining the new manufactured 
consumer goods boom of the late 8(K The 
liberalisation measures came in the form of 
removal ol import restrictions or reduction 
m tariffs and applied to components 
mtermediates and capital’goods A look at 
the import statistics reveals that the sharpc-si 
increase m India’s import bill in recent ycais 
has been accounted for by the item entitled 
'capital goods', which increased from 
Rs 1,910 crore in 1980 81 to Rs 8,831 crore 
m 1989-90 

1b add to the woes, there was a signifi 
cant tapenng off of remittames from abroad 
m the late 80s, particularly in the aftermath 
of the Ciulf crisis, and a slowing down of 
tourist traffic, which together have con 
tributed to a decline m net invisibles In 
recent months the problem has been cxacer 
bated as most ol the NKIs have not bc'cn 
renewing their deposits which have matured 
in the foreign currency non resident (F C NR) 
account The FCNR deposits grew rapidly 
from about Rs 955 crore in 1985 lo around 
Rs 17,000 crore in late 1990 Most ol these 
deposits were for a period of three years and 
started maturing since 1988 hile they were 
earlier renewed in a routine manner there has 
been some reluctance in recent months on 
the part of depositors to renew their 
deposits All of these factors have together 
contnbuted to the foreign exchange reserves 
being under severe pressure 

Niw Proposals 

It IS m the context of the above economic 
setting that one needs to look at the latest 
budget proposals As noted earlier the 


budget proposals are purported to be view¬ 
ed as part of a broader package of measures 
covering trade, fiscal and industrial policies 
Confronted with the fiscal cruis of the 
magnitude outlined above; the finance 
minister has naturally had to operate within 
a rather severe set of constraints. The first 
major compulsion has been to curb the 
growth of expenditure to keep the fiscal 
defiat within the limit of 6 S per cent of 
GDP as has been mandated by the IMF This 
requirement has been met, but the unfor 
tunate part is that it is capital rather than 
revenue expenditure that has been trimmed 
Given the double digit inflation rate, the 
allocation for capital expenditure, in real 
terms, would appear to have gone down The 
adverse consequences ol this on long term 
growth and productivity are obvious 


The finance minister has shown restraint 
in the allocation for defence, and this can¬ 
not but be welcomed At Rs 16,330 crore, 
the defence outl^ u up Rs 600 crore fnmi 
the past year, but given the rise m prices and 
the depreciation of the rupw this is 
undeniably a cut in real terms. It is high time 
that defence expenditure not be r^arded as 
something sacrosanct, and that the money 
allocated to defence be used in the most cost 
effective manner • 

Perhaps the most controversial measure 
of the budget has been the deasion to cut 
fertiliser subsidies, which is one of the mnior 
conditionalities of the IMF It was originally 
stated that the subsidies would be cut Iv 
about Rs 400 crore which would have tlw ef¬ 
fect of pushing up fertiliser prices by an 
average of 40 per cent Since the quantum 
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of fertiliier subsidy in the past year has been 
of the order of Rs 4,400 ciore, it was clear 
that the extent of the cut was a gross 
underestimate, as was confirmed later In 
any case this was expected to be politically 
a highly contentious issue, and laced with 
opposition from dominant farmers' lobbies, 
the government has had to backtrack and 
the price rise is to be limited to 10 per cent, 
while small and marginal farmers are to be 
exempted from this hike. The wisdom of the 
dual pricing scheme is not clear at all as its 
implementation will be difficult and several 
states have already refused to c(f operate 

The increase in fertiliser prices would set 
in motion the train of pushing up the pro 
curement prices and ultimately the issue 
prices of foodgrains in the public distnbu 
tion system unless food subsidies are com 
mensurately increased to maintain the issue 
prices at a stable level Provided the latter 
can be ensured, i c, food subsidies be ap 
propriately increased, one cannot seriously 
question the logic of trimming fertiliser sub 
sidles because there is good reason to believe 
that the larger farmers use chemical ter 
tiliscrs relatively more intensively There is 
also an inter regional dispantv as farmers 
in the relatively more prosperous states use 
more fertiliser per hectare in comparison to 
their counterparts in the pooler stales I he 
proviso IS important since it is absolutely 
vital to maintain the prices of foodgrains in 
the ration shops at a stable level II in fact 
one cannot ensure a pah pas\u increase in 
food subsidies then one would rathei that 
fertiliser subsidies not be cut 

This IS a matter of no small impoitancc 
since providing subsidised foodgrains is one 
of the best ways of ensuring distributive 
justice There is ol course substantial scope 
for improvement in the working ol the 
public distribution system as it exists todav 
This can be achieved by targeting it better 
There is a gexid case for disenfranchising the 
rich and the upper middle class in the ur 
ban areas from their access to the P1)S and 
the resources thus saved may be redirected 
to the rural and tribal hinterlands ol ih* 
country The other reason lor maintaining 
cheap and stable prices of foodgrains in the 
PUS IS that It helps to keep inflation in 
check A major problem regarding the in 
nation of 1990 91 was that it was concen 
trated on essential commoditi|g> such as 
foodgrains, vegetables, pulses and edible oils, 
with the wholesale price index for food ai 
tides as a whole rising by as much as 18 9 
per cent 

On the taxation front one would have 
liked to see some bold initiatives in the 
sphere of direct taxes but presumably the 
'time has been short As regards the rate 
schedule of personal income tax, the finance 
minister is probably right in leaving it 
untouched There is a good deal of profes 
sional support to the view that confiscatory 
marginal tax rates are counlei productive 
One cannot however be enthusiastic about 
the new scheme regarding deposits with the 
National Housing Bank whereby persons 
making such deposits will not be required 


to disclose the source of funds, and that 
monies deposited would be provided com¬ 
plete immunity from enquiry and investiga 
lion Sops like this are no good for the 
morale of the honest tax payers 

In order to shore up budgetary resources 
the government has decided to disinvest up 
to 20 per cent of its equity in selected public 
sector undertakings in favour of mutual 
lunds and investment institutions in the 
public sector, which is expected to yield 
Rs 2,S00 crore to the exchequer. This again 
IS part of the broadci thinking in favour of 
privatisation and marketisation which one 
has been hearing ol lately and which also 
happens to be yet another ol the IMF direc 
lives Reports have suggested that some pro 
fit making PSUs have been earmarked for 
the purpose, because loss making units 
would presumably not have much of a 
market value However barring the core sec 
tor and infrastructural units in the public 
sector, one might legitimately wondci as to 
whv some of the loss making and sick units 
in me public sector are not being turned over 
to the private sector on the very grounds ot 
efficiencv and accountability that is suppos 
cd to be the latui v tone Such a move is 
however unlikelv to be attractive lo the 
private sectoi Nunc would todav argue lor 
more ot the same kind of public sector with 
Its bureau>.iatisatK)n and unaccountabiiitv 
that we may have had as part ot the Nehru 
vian legacy I he public vcMor quite cleat Is 
has to bt more accountable, but more 
generallv ihcie is greater need tor public ac 
non in the area ol literacy, healih, child sare, 
and provision of drinking water among 
others 

In the foreign trade sector ihe major 
policy changes have included Ihe devalua 
lion the withdrawal ol the cash compen 
satory scheme (C (. S> for exporters and the 
enlargemcht ol the replenishment licensing 
scheme to cover all non essential exports 
From now on all exports are to have a 
uniform RLP rale of 10 per cem ol the 
freight on board value, up from the earlier 
rates ranging (lom 1 to 20 per cent The aim 
of these measures is to make our expoits 
more compeiiiive, imports dearer and the 
hope IS that the balance ol payments would 
improve in due course This optimism is 
however without any firm basis Much of 
India’s exports cither have ftructurally low 
price elasticities, ui lace inelastic demand 
owing lo protective import policies being 
pi rsued by our major trading partners 
T here will, in addition, be 'wo other harm 
ful consequences of the el valuation (i) it 
IV bound to give turther fillip to inllatiun 
because many key inputs that are imported 
wilt now be more expensive, and (ii) the 
general resource -runch in an inflalionary 
environment will I td the government to cut 
expenditure on some economic or social ser 
vices, which would be recessionary—as has 
already been borne out by some of the 
budgetary measu es, whereby capital apen 
diiure, in real le ms, on several infrastruc 
tu'al activities has gone down 

'n the sphere of industrial policy the 


foreign equity limit has been increased to SI 
per cent in 34 high pnonty industries, licen¬ 
sing has been removed except in 18 in- 
dustnes, the MRTP asset binit has been done 
away with, and up to 100 per cent equity 
holding IS to be permitted for MNCs, if they 
are export oriented, among others While 
one cannot but welcome the move to 
eliminate the bureaucratisation and delay in 
our present system, a legiUmaie worry is that 
the new measures would accentuate the con¬ 
centration of industrial wealth As regards 
foreign capital one cannot share the op¬ 
timism regarding its willingness to come to 
India m any substantial degree in the face 
ol a widely held perception of political and 
social uncertainties in the country 

SUMMiNt. Up 

On the whole one cannot be enthusiastic 
about the recent package of economic policy 
measures which is inevitably going to be 
highly inflationary, which is going to slow 
down investment in economic and social 
inliasiructurt and which in additionally 
going to hurt the interests ot the poor via 
cuts in real terms, on schemes like the rural 
employment generation programme What 
IS particulaily distressing is Ihe inescapable 
feeling that we have had to adopt these 
policies under duiess, and in a hurry, lo be 
able to procure a large structural adjustment 
loan from the IMF, in the process com¬ 
promising our economic sovereignty 

This IS not to deny that the trade and fiscal 
sectors ol the Indian economy are under 
going possibly their severest crises, calling 
lot drastic remedial measures These should 
however hr undertaken entiiely on our own 
terms, giving utmost consideration to 
minimising the cost of adjustment that is to 
be borne by the poor 

India s exlernaJ debt of around S 70 billion 
places It as the third highest indebted coun¬ 
try in the world today, after Brazil (S 122 
billion) and Mexico ($ 101 billion) India’s 
total debt serv icc as a percentage of exports 
of gcKKis and services is of the order of 
around 26 per cent Anything above 20 per 
cent IS considered a serious burden Another 
substantial loan from the IMF will suck 
India luriher into Ihe quicksands of debt 
It IS worth recalling that barely four years 
ago India was the seventh most indebted 
country and that its position has sharply 
worsened since then 

In the fiscal serioi, the larger issues still 
remain to be addressed The lax system 
needs to be restructured The overwhelming 
reliance on indirect taxes has to be reduced 
and the base of peiscnal income tax has to 
be widened Simultaneously there has to be 
the political will to take stern measures 
against tax evaders and the operators in the 
parallel economy And above all there has 
to be a determined effort to curb wasteful 
current expenditure, and not capital expen¬ 
diture on social and economic infrastructure 
This IS a rather daunting agenda, but a 
beginning has to be made. 
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Karnataka Power Corporation Ltd. 

A POWERFUL COMMITMENT 

POWFR u the lifeblood of any economy And as Karnauka gn)ws so does its demand for Power 
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Adjustment in the 1991-92 Budget 

Hard-Headed or Soft-Headed? 


S Guhan 


The Economic Survey urged a "serious effort to introduce corrective measures through hard decisions and dif~ 
Jicult choices" The budget's response to this call, ihe fudging apart, ts feeble And gt\en the compulsion to con¬ 
tain the fiscal deficit to 65 per cent of GDP, incremental investment in infrastructure is likelv to he seriously 
reduced in real terms in the coming year, retarding both growth and adjustment in the medium term 


THE union budget lor 1991 92 projects 4 
reduction in the fiscal deficit (fO)—which 
IS the most comprehensive indicator of fiscal 
management—from 8 4 per cent of GDP in 
1990 91 (RE) to 6 5 per cent in 1991 92 (BE) 
As per cent of GDP, PDs which were bet 
ween 5 4 and 61 in the early 1980s had risen 
to the 7 S to 9 0 range in the later 1980s (vide 
table I) Reducing the FD I ram 8 4 to 6 S 
pci cent ol GDP or by nearly 23 per tent 
over 4 single year certainly seems to be an 
impressive achievement The object of this 
note IS to examine closely the mode ol the 
proposed adjustment with particular 
relerence to its credibility sustainability and 
longer term implications 

Rm>ii( INC Du tens 

Ixaving aside the monetised deficit 
(I e increase in net RBI credit to the eentril 
government) ' which cannot be estimated 
foi 1991 92 at the lime of budget presenia 
tion the three other kinds of dclicits invoK 
ed in the budget and then interrelationship 
are set out in the lollowing idenuties (delicits 
carrv a plus signj 

(1) Revenue ITeiicil (KD) Revenue 1 xpen 

dilurelRl) Revenue Receipts (RR) 

(2) Budgetary Deficit (RD) Rl) « Net 

Capital Disbursements (N( D) 

Borrowings (B) 

(3) fiscal Deficit (FD) Rl + N( D RR 

RD + N( D 

BD ^ B 

NC D IS capital outlay plus loans tj.ross) 
minus loan reeoveiies Boriowings include 
borrowings Irom all sources (external and 
domestic) and other liabilities (such as 
deposits) 

In operational terms, th« FD can foe 
lowered by reducing BD and borrowings It 
IS necessary to reduce borrowings so as to 
reduce the government’s dralt on domestic 
savings, dependence on external flows, and 
luture interest payments For a given level 
of B, BD can be reduced by reducing the RD 
or NCD or both RD can be reduced by im 
proving RR or reducing RF or both There 
IS thus 4 trade oil m any scheme of adjust 
ment between RD and NCD and again bet 
ween RR and RF The path of adjustment 
has to be evaluated with relerence to the 
direction and extent of the irade offs and 
their |K>licy implications 

Table 2 shows in GDP terms' how the 
reduction in the FD has been attempted, in 


terms of its components, in 1991 92 (BL) 
with reference to 1990 91 (RE) Borrowings 
It will be seen are proposed to be reduced 
bv 12 7 per cent (in terms of Ihe GDP ratio) 
The reduction in net capital disbursements 
IS 18 per cent The reduction in revenue ex 
pcndilurcs is only 3 4 per cent and the im 


specific target the I D will have to be main¬ 
tained at 6 3 per cent of GDP as part of Ihe 
adjustment process agreed wi'h, and subject 
to momioring bv Ihe IMF Ihe FD being 
the sum ol Rl) and NCD this means that 
it the RD increases during the year because 
of shorilalls in RR and/or increases in RE, 


provement in revenue receipts only 4 5 i>er 

capital outlays will have to be cut further in 

cent 1 hus in the main, the FD has bwn 

order to adhere to Ihe 6 S per cent target 

reduced by a reduction in incremental capital 

I his leads us to look at how plausible the 

outlays 1 c through a deceleration in public 

budget estimates ol RR and 

RL arc ol 

investment lathei than through any signifi 

which the 

RD Is the lesullant 


cant reduction in the RD which is the tore 




deficit 


Rl vt NI t R(( 1 ilMS 

In the interests ol better liscal manage 




ment It IS imperative to roll back the FD 

lable 3 shows ihe compos lu ii ol revenue 

\^c may also assume that in terms ol a 

receipts It 

will show that ne 

I additional 

r SKI 1 1 Tm MIS 1 

s Dll nils 1980 9"' 


(As percentage ol GDP 

It eurreni ni iikel p i e 


Veal Resenuc 

Budget 

\t nelised 

1 ise d 

IXIlell 

Dclieil 

Deti II 

Delieil 

I9K0KI Oh 

t 8 

V 

62 

1981 82 0 1 

0 9 

-3 

3 4 

1982 83 0 7 

0 9 

1 1 

6 0 

1983 84 1 2 

0 7 

1 1 

( 3 

1984 8S 1 s 

1 ( 

( 

< 

1983 86 2 1 

2 0 

■■ 4 

8 3 

1986 87 2 

28 

* 

9 0 

1987 88 2 ■’ 
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■> 1 

81 

1988 gu 2 ■' 

1 4 

1 ( 

V 

1989 90 

24 

3 1 

8 0 

1990 91 (RFC 3 4 

2 1 

3 0 

K4 

1991 92 (B1 )• 2 4 

1 3 

N\ 

6 3 

\oU * 1 siimaltd assuming CiDP Icecls ol Rs 3 |S 84 s itiiie ind Rs 3 82 903 iron m 1990 91 

anel 199192 rispediscls on Ihe basis 

cxpl lined in 

note 2 


SriMrtr CiOl L^tmonm Sur\t\ 1990 91 
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(As peiecniige ol (il)P) 



1990 91 (Rl) 

1991 92 (Bl) Improvemcni 

1 Rtvcnue Receipts (RR) 

II 1 

II 6 

03 

2 Revenue 1 xpenditure (Rl ) 

14 3 

14 0 

0 3 

( 1 ) Non pi in resell expenditure 

II 8 

no 

0 8 

( 11 ) Plan revel lie ex|ienditure 

^ •' 

3 0 

03 

3 Revenue Dell II (RD) (2 1) 

34 

24 

to 

4 Net Capital Disbursements* (NC D) 

3 0 

4 1 

0 9 

S Borrowings ind other liabilities (H) 

6 3 

3 1 

12 

6 Budfctar i »eficit (BD) (14 4 

2 1 

1 4 

07 

7 Borrowings and other liabilities (B) 

6 ^ 

3 1 

12 

8 Fiscal Delicil (1 D) 

84 

63 

1 9 


Note * C apital expenditure plus gross loans minus loan rccoscrics netting out capital receipts 
from sale of government equity in PSLs which is Heated as negative budget support 
to enterprises 

Soune IXiived from GOl Sudgei at a Olame 1991 92 
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taxation in l99l-%2, the corporation tax, in¬ 
come tax, and union excise duties taken 
together are expected to amount to only 3 9 
per cent of GDP in 1991 92 (BL) compared 
to 4 3 per cent in 1990 91 (RF) faking into 
guount an increased contribution of 0 4 per 
cent from customs duties and another 0 4 
per cent from the net yield to the centre from 
additional tax measures the budget shows 
an overall increase in tax revenues of 0 4 per 
cent Along with an improvement of 01 per 
cent in non tax revenues total revenue 
receipts show an increase ot 0 ^ per cent in 
GDP terms 

fable 3 gives rise to three concerns I irst 
the budget does not reflect any attempt to 
improve the elasticity of direct taxes and 
union excise duties in which as is well 
known, there is considerable tax avoidance 
and tax evasion Second the large antici 
pated increase in customs revenue in 19^1 92 
(BE) over 1990 91 (RL) from Rs 20,800 to 
Rs 26,410 crorc (net ol concessions), i e an 
increase of 27 per cent would appear to be 
because of the devaluation However it is 
not clear whether the estimate adequatcis 
takes into account the import contraction 
that IS likely (and will be required) lo take 
place in 1991-92 because ol other measures 
such as the premium on KFP licences credit 
curbs to curtail imports, etc In the result 
if customs revenues, which mainly explain 
the anticipated improvement in lax revenues 
in 1991 92, are overpitclied, there could well 
be an overall shortfall in revenue receipts 
The third concern, which is related to the 
second, is in regard to the siisiainabiliiy ol 
customs revenue at current proportions ol 
GDP The devaluation and other nicasuics 
such as REP financing and credit curbs 
nqiiesent a stiff burden on importcis which 
as balance ol pavments adjustment pio 
cceds, will have to be eased bv lariK rcduc 
tions resulting in reduced propurllonalc con 
tnbutions from customs duties to the 
budget 

Non Pi an Rlvimh l mm ndiu ki s 

fbrmng to revenue expindituics thes con 
sist of non plan and plan revenue cvpcn 
ditures each of which has distinct charac 
teristics fable 4 gives the composition ol 
non-plan revenue expenditures in 1990 91 
(RE) and 1991 92 (BF) In the short run 
nothing can be done about the increase in 
the interest burden Defence revenue expeii 
ditures have been more or less contained in 
1991-92 over 1990 91 and if anything they 
are only likely to increase during the year 
There is a modest increase in the food sub 
udy which may have to go up further il 
higher procurement prices are allowed to 
compensate for the reduction in the fertiliser 
subsidy without a countervailing increase in 
issue prices so as to avoid inflation m the 
administered price of a sensitive item of 
mass consumption The provisions for fer 
tiliser and export subsidies have been reduc 
ed and are not likely to go dow n further All 
that one can hope for is that the reductions 


will be maintained Other subsidies have 
been held at the same level between 1990 91 
and 1991 92 The residual item in the table 
(‘others') relates to expenditures on general 
services, police tax collection, pensions, and 
a variety of non plan developmental expen 
ditures in respect ol social and economic ser 
vices in the revenue account The aggregate 
provision for this entry has been reduced 
from Rs 17 463 crore in 1990 91 (RL) to 
Rs 16,831 crore in 1991 92 (BE) or by 3 6 pet 
cent eliminating the loan write nil provi 
Sion in 1990 91 (Rf ) which docs iiol lijurc 
in 1991 9? (B1) the increase is a maigiiial 
one ol 2 pei ceni fhis is patcnilv im 
plausible considering that these cxpcndiiiiics 
arc quite sticky and that the average annual 
increase undci this head has been ol the 
order of 16 pci cent in the picvious live 
years Ihc increase between 1989 90 iiid 

1990 91 (Rf) IS actually IS pti uni ivcii 
without taking into account Ihc loan wtiic 
oil and debt iclicf piovisinns in 1990 91 
(Rl) I here IS every likelihood then lore 
that non plan levmue cxpcndiiuiis in 

1991 92 will I irn out to be signilican'Iv 
higher than what has been prcsuiiid in the 
budget 

1*1 AN Rl VI Nt 1 1 MM NDIII KI S 

Plan revenue expen lituics in the bud) el 
aic to increase trom 2 pet cent ol (jDI* m 
1990 91 (Rl) to 3 0(K I cent in 1991 92 (KI) 
file sc cxpendiiuies compiise (a) the ccnlie s 
own plan cxpindiluies in ihc revenue n 
count (b) glints lor eenlral and ecnirallv 
spem ored pi in schemes to stales ind I Is 
and (c) iioini d plan assist nice to si lies ind 
I Is in the revenue iceouni libleSshows 


the trends in these components m I98S-9U, 
1990-91 (RE) and 1991 92 (BE) During 
1985 90, all three components have steadily 
increased, allowance being made lor an ac 
counting '•hilt between items (a) and (b) in 
1989 90' I here have been further increases 
III each component between 1990 91 (RL) 
and in 1991 92 (BL)-* 

lotal plan outlays implemented at the 
central level (net of all transfers to states, 
including those for central and centrally 
sponsored plan schemes) consist of the 
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ditures in its budget and capital outlays 
incurred through public sector enterprises 
(PSEs) Tuianced by their internal resources 
and borrowings ’ Ihble 6 will show that the 
revenue component in plan outlays at the 
central level has steadily increased during the 
Seventh Plan (1985 90) 1 he proportion 
which was II 2 per cent in 1990 91 (Rr) has 
risen turther to 12 6 per cent in 1991 92 <B1) 

Plan Outi avs ai ( i ntri 

The composition of plan outlays at the 
central level (net of all transfers to states and 
including plan outlays ot PSl s) is given in 
lable 7 lor 1990 91 (RE) and 1991 92 (BL) 
It will show that while overall plan outlays 
at the central level are to mere asc by 11 0 per 
lent between 1990-91 (Rl)and 1991 92 (Bf) 
the increase is only R I per cent in intra 
structure On the other hand the increase 
in allocations foi seKial services is as high 
as 61 per cent I he centre s own plan expen 
ditures on agriculture and allied activities 
ana social services apart trurn its traiistcis 
to states via central and centrally sponsored 
schemes lor these purposes is not insigni 
licant being about II per cent of the overall 
plan outlav at the central level in 1991 92 
(BE) Assuming an inOation rate of 9 nci 
cent in 1991 92 (a> cstimaird bv the tiiiancc 
minister) there will be a deercasc in leal 
terms m iiirrastructiiic plan oullavs flu 
reduetion in real terms is actually likely to 
be mu li higher since inlrastruitiire in 
vestments on energv industry transport and 
eominunuatioiis being import intensive 
will be particularly allcctcd bv ihc dcvalua 
tion Ihc deceleration ol mlraslruetuic in 
vestmtn s will r'lwiously h ive an adverse im 
pact on loiu term growth as well as on 
tiicdiuni term balance ot payments adiust 
nient betause ot the importance ol invc t 
inents II energy industries (such as leiti 
liscrs steel and non teirous metals) 
Iranspoit and eommumeations lor import 
substitution export promotion and fot 
capacity utilisation and c ipacitv cre iii n in 
the piivate ccioi Ihe leiardation m in 
ercmcntal public investments in mlrastiuc 
ture IS the most disturbing outcome ol Ihc 
tinancing pattern in the budget It continues 
instead ol arresting or reversin® * 
in the late 1980s ol a deceleration II VM| 1141 
formation through the budget coupled with 
a declintng share of public savings m the 
financing of it * 

Itible 8 brings out longer term trends in 
the level ol central plan outlays (including 
outlays on central and centrally sponvoicd 
schemes) and their financing pattern In the 
Seventh Plan peiiod (1985 90) while plan 
outlay was 7 8 pei cent of CiDP in line with 
the (now forgotten) long Term T iscal 
Policys (HEP) indicative projection us 
financing pattern had seriously deviated 
from the 1 FI P 1 he shortfalls m balance 
Irom current revenues (BCR) and in PSi 
contributions had to be made good bv in 
creased external and domestic borrowings 


1991 92 (BF) the level of plan outlay as a 
proportion of GDP has been reduced, on 
one hand, from 7 8 per cent of GDP in 
1985 90 to 7 4 per cent and, on the othei, 
larger contributions from PSEs have been 
envisaged m financing it The 1991 92 budget 
seeks to finance Ihe same level of plan outlay 
m relation to GDP as in 1990-91 (RF) 
through projecied improvements in BC R (11 
per cent) and PSF contributions (01 per 


in borrowings and other capital icoetpis 
per cent) and in the budgetary deficit (0.4 
per cent) The projected improvement .n the 
BCR as we have shown, is in part due to 
an underestimation of non-plan revenue 
expenditures 7 he reduction ui the budgetary 
deficit as we have shown, has been sought 
to be achieved, apart from the under¬ 
estimation of non plan revenue expcndiiuies, 
bv constraining infrastructural investments 
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10 5 
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while, at the same tune, plan revenue expen¬ 
ditures, particulariy on social services, have 
been allowed to increase. 

The government’s unwillingness and in¬ 
ability to reduce the revenue deficit, which 
it at the core of the fiscal deficit, is also 
brought out m Ihble 9 which compares the 
Ninth Finance Commission’s (NFC) noi- 
mative projections of the centre’s revenue 
account in 1990-91 and 1991-92 with the 
estimates for these two years in the budget 
In both years, the RDs will turn out to be 
much larger than the NFC’s normative 
levels With reference to the NFC’s projcc 
tion, the 1991 92 BE shows an improvement 
in Uw revenues, a reduction in f inance Com 
mission related transfers to states, and a 
small reduction in subsidies These ate offset 
by lower non tax revenues, much higher 
interest payments, and much higher plan 
revenue expenditures In turn, the latter 
reflect poor returns to the budget from 
PSEs, continued high revenue deficits 
financed by borrowings in earlier years and 
an unwillingness to restrain mounting 
current outlays in the plan 

To complete the analysis, it must be 
pointed out that the so called ’contribution’ 
of PSEs includes not only Ihcir internal 
resources supplemented by budget support 
but also a significant element of borrowings 
and other liabilities The fiscal deficit of the 
centre and what corresponds to it in the case 
of PSEs should therefore, be viewed 
together Tins is done in Table 10 tor 1990 91 
[RE) and 1991 92 (BF) It will show that the 
combined fiscal deficit ot the centre and its 
enterprises will be 10 6 per cent in 1991 92 
[BE) and that its reduction from 12 4 per 
rent in 1990 91 (RE) has been achiesed 
mainly by reducing the centre’s own borrow 
mgs In good measure, PSEs continue to 
lepend on borrowed resources, a depen 
lence which can be reduced only if they 
tiegin to generate larger genuine internal 
resources 

CONt UJSION 

The fiscal adjustment piocess charted out 
in the budget for 1991 92 is not add«)uate or 
^insistent with growth and balance of 
Itayments equilibrium in the medium to 
long-term The government has not, at least 
IS yet, come to grips with tax evasion and 
ivoidance in order to improve tax receipts 
Qrowth in non-tax revenues continues to be 
iluggish given poor returns from PSLs Even 
if the reductions in defence revenue expen 
iitures and in the fertiliser subsidy and the 
improvement in customs duties hold good, 
as estimated, for 1991 92, continued mileage 
»nnot be expected from these sources The 
promised reduction in non plan revenue ex 
cenditures (other than defence, interest, and 
iubsidies) IS not plausible Plan revenue'^ex 
[lenditures, which have continued to run 
high dunng the Seventh Plan, have been 
given a further boost reflecting the post 
election populism of the ruling party lo 
which the finance mimster has yielded Non 
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1990 91 



1991 92 



NK 

1990 91 

Worsen 

NFC 

1991 92 

Worsen 


E stimaits 

RE 

ing 

Estimates 

BE 


1 Revenue receipts 

71176 

71979 

1397 

82168 

81864 

1696 

(i) Tax revenues (gross) 

57156 

58916 

1560 

64670 

68835 

4165 

(It) Non lax revemits 

16020 

11061 

2951 

17498 

15029 

2469 

2 Non plan levenue expe,iditures52121 

58607 

6284 

57151 

62891 

5542 

(I) Interesi pavnients 

I95(K) 

21850 

2350 

21840 

27450 

5610 

(II) Major subsidies 

8069 

9550 

1481 

8714 

7824 

890 

(III) Oiheis 

1 Non plan revenue 

24754 

27207 

2453 

26797 

27619 

822 

surplus (1 2) 

4 Iransfers to stales under 

21051 

1317? 

7681 

24817 

20971 

1H46 

Nl ( award* 

5 Plan expenditure on revenue 

17010 

16917 

91 

18817 

17757 

1080 

dCLOuni 

12541 

14020 

1477 

11850 

17068 

3218 

6 Revenue defieil (1 4 5) 

8520 

17585 

9065 

7870 

13854 

5984 


Note * lax shares railway lax gram Art 275 grams 

Soune Report of the NIC 1989 Ann VII 3,p 84 for NFC estimates 
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1990-91 RE 1991 92 BE 



Budget 

PSEs* 

Total 

Budget 

PSEs* 

Total 

1 Revenue Defieil (RD) 

17,585 


17,585 

11,854 


13.854 


(3 4) 

— 

(3 4) 

(2 4) 

— 

(2 4) 

2 Net capital disbuisemenis (NC D) 

25 746 

20,459 

46,205 

23,873- 

23,954 

47,827 


(5 0) 

(4 0) 

(9 0) 

(41) 

(41) 

18 2) 

3 Borrowings and other liabilities (B) 

32,559 

9,738 

42,297 

30,008 

10,249 

40,257 


(6 3) 

(19) 

(8 2) 

(5 1) 

(1 8) 

(69) 

4 Budgetary deficit (BD) 

10,772 

10,721 

21,493 

7,719 

13,705 

21,424 


(21) 

(21) 

(4 2) 

(14) 

(2 3) 

(3 7) 

5 Borrowings and other liabilities 

32,559 

9,738 

42.297 

30,008 

10,249 

40,257 


(6 3) 

(19) 

(8 2) 

(51) 

(I 8) 

(69) 

6 fiscal deficit (FD) 

43,331 

iO,4S9 

63,790 

37,727 

23,954 

61,681 


(8 4) 

(4 0) 

(12 4) 

(6 5) 

(41) 

(106) 


Notes Figures in brackets are percentages to GDP 

* Net of PSE investment financed by budget support in the form of equity and loan in 
Older lo avoid double counting 

** Net of capiul receipts from sale of government equity in PSEs (Rs 2.S(X) crore) treated 
as negative budget suppon to cmcrprises 
Sou/re cot. Budget at a Glance, 199192, and Expenditure Budget, 1991-92 
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plan outlays (revenue and capital) and plan 
revenue expenditures could actually go up 
if allowance is made for unanticipated in 
creases (e g, defence, internal security, 
natural calamities) and for inevitable expen 
ditures not fully provided for in the budget 
estimates (e g, dearness allowance increases, 
impact on government expendituies ot 
devaluation and of increases to administered 
prices) The promised contribution from 
PSE s cannot be taken fur granted No con 
Crete measures have been outlined tor im 
proving efficiency and returns in central 
PSEs ot in State Electricity Boards As a 
result ot all these factors, and given the need 
to contain the fiscal delict! to 6 S per cent 
ot ODP, incremental invc'stmcnt on infra 
structure is likely to be setiousis reduced in 
leal terms in the coming ycai, retarding both 
growth and adjustment in tlie medium term 
I he Economu Suney urged a ‘ serious 
effort to introduce corrective measures 


through hard decisions and difficult 
choices" The budget’s response to this call, 
the fudging apart, is quite feeble 

Nob'S 

1 I he iiuiiulisid ikliul IS ific sum ot the list in 
cicass m Ifii Kills luildings ot licasuis hills 
and Its (oniiihuiioti ui ihs inaikci Isoiiossings 
ol till gmitniiicnl Kc-diiLlions in ihc budgesan 
iKti It and in hoinminvs ais ncsiss<ii) lo 
udiKi ilu nii'iuiiscd dsticii and iliiuhs llu 
giosMli in nioiKS iippls |usi as ilus ate ii 
qiinid t >1 ruliisini 'Ik lisi if dslisil 

2 (il)l’ III siiiiiiii n iikii piisi IS sslimaitd ii 
Rs a 4,! ’liV sioii 11 IVSM V(l III ihc /iimiiiiiu 
S»Mii /wwiv/ h isiiapolaicd II ilk' 
SISM' ,nm III ihs hasi ol llu ollisial 
ssiiinaUs I II ml iiion nid i al cioisili toi 
I'XXIUI loi l‘)';| J’ III I'lll tiion rail ol 9 |M 
mil mil u I n Ml ot t|Himiia piciksiid 
h\ the I III II Mil I III liaii Ixiii iisul lo 
isliinili (il)l’ II K s2'Xl' iioii 

^ t simiditiiji on I'l I III ill II Ko/cai >o| in i 


scheme for rural empfoyment, which was m- 
troduced in 1989 90. appear lo have been 
treated in that year as a direct central ouil^ 
4 ( uruiuslv the lump sum pruvisioti of Rs 290 
crore under the ministry of finance m 1991-92 
(Bt )-lor the ‘new initiatives—si/, corporation 
tor the sseltan ot backward classes. National 
Keneval I und lot workers, care ol children of 
laimlies allected bs communal riots, national 
inicgiation schc-me for vouth, promotion of 
South South CO operation and Rajis Ciandhi 
I ouiidalion has been shown as pan of grants 
lo slates tor central and cenirallv sponsored 
schenhs (Vide 1991 92 Expenditure Budget Vbl 
I Siaicmciii 16 al p s|) Hiding this needle in 
tills paiticulai hass'ack is a piece of cheating 
sinu Ihc ‘new initiaiivcs an not nHatable either 
III ihc plan and oi to the states 
s Budget suppoii to PSf s via equity and loan 
his bciii iiuhicleil as pait ot capital expen 
diiaris 111 Ihc budget and hence netted out ofi 
I’SI s total invcsimcnt outlays 
6 See table ai p 110 ol Ihc fa ononiH Survey, 
IWO 9 / 
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Is the world’s 

best open-air school closing down? 

Nature, it’s the best open-air school open to mankind Unfortunately this school is facing bad tmes Thanks to 
man And his dcstructve ways ^ At Indianoil, we understand how important it is to maintain the ecological 
balance To us, fresh air and clean water arc as precious as oil One cannot be sacnficed for the other 
Never When setting up our refinenes, environmental protection is foremost on our minds never an 
afterthought We regularly monitor air quality (at every single refinery of ours) to check air pollution Effluent 
discharge is analysed 365 days of the year ft is progressively treated and productively used for imgahon As trees 
breathe life into our environs, we have developed green belts around our units Ecological parks too Last year, 
we planted more than one lakh trees All of us are indebted to Nature So let’s preserve its pristine glory 
Or soon, a beautiful memory is all that will remain of it' 

Save Our Surroundings. 
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Macro Imbalances, Stabilisation Programme 

and Union Budget 

B B BhatUrharya 

Given the overall economic background against whuh the 1991-92 budget has been framed, it was expected 
that the budget would carryforward the liberalisation programme in the area of fiscal policy The budget pro¬ 
posals are, however, cautious in this regard 


IHC union budget for 1941 92 has been 
presented against the background of a severe 
crisis in the Indian economy At the time of 
the presentation of the budget, the foreign 
currency reserve had dwindled to just liall 
a month's import There was a run down of 
NRI deposits The external debt Ci[)P ratio 
had climbed to 23 per cent' and despite two 
contingency loans from the IMI iii Juls 1990 
and January 1991 and despciate measures 
like selling and mortgaging gold abioad 
debt servicing had become an acute pro 
blem International ereditworihiness has hii 
the bottom 1 he domestic situation is equal 
ly precarious Internal debt has risen to ni ar 
ly 60 per cent of (iDP In 1990 91 the 
revenue deficit of the centm was 14 per ccni 
of (il)F, monetised deficit 3 per cent and 
gross fiscal deficit 8 4 per ei ni Interest pay 
meni has become the largest itr m ol expen 
diture in the centre’s budget accouniing Ini 
as much as 28 per cent ol non plan expeii 
diture and 38 per cent of ciiiierii revenue 
1 he inflation ran has aeeeleiattd lo double 
digit level 

faced with this grim silualion the newly 
installed governmeiit has amiounccd its diei 
Sion to negotiate a $ ^ 7 billievii loan Iremi 
the IMI under the striietuial adjustment 
programme 1h< origins ol the [iioblem ac 
cording to Manniohan Singh nimistei of 
finance, are direct Is traceable to Urge and 
persistent macro economic iinbilanees and 
low prexfuctivity of investmeiil (p 2, lludget 
Speech) The solution, according to the 
government, lies in the libeiahsaiion of the 
economy, in both the domestic and evtrrnal 
sectors As a first step, the lupee w is 
depreciated by nearly 20 per cent in R'lation 
to foreign cuncncies following this a new 
trade policy has been announced dcregula 
ting imports The new industrial policy 
announced thereafter delicenscs private in 
vestment in all but a le“w sectors, removes 
restrictions on MRTP investmcms and 
allows foreign equity participation up to 3I 
per cent in general and up to even lOO per 
cent in export oriented industries There 
would be now automatic imports against ex 
ports and foreign equity capital Interest 
rates have been partially deregulated by 
removing the ceiling on advance rates and 
there has been a general increase in the 
interest rates structure 

The overall economic philosophy of the 
new government appears to be an open 
economy, decontrol and deregulation of 
trade and industry, reduction in the size ol 
the public sector and tight monetary policy 


These polii ICS art c onsistent with the IMF's 
struciiiial adiiistincni programme' I he 
IMf also idvoiaic's cut in both monetised 
and gloss lisc i| dclicil Iciwtr defence expen 
diiuK, gradu tl abolition ol subsidies 
pnvatisaiion III public enterprises lowet lax 
rates both diicci and indue cl and lower 
si/e ol public expcndifiirc in rclalioil lotiDI’ 

Ih III I l I’ROPOSAl s 

tiivcn this hitkiMoeind it was expeeled 
that the biidiet would carry lotward the 
liberalisation pioei mime in the area ol fiscal 
policy I he ailiiil budget proposals are 
howcv r sornewha' cautious in this regard 
fherc ,s no innounccmeiit of ptivalisalioii 
ol any public en'<ipiise Theie would 
herwever In disinycstiiient up to 20 per cent 
ol equity eapilil insclccl public enterprises 
Diieci tax latcs aic not ledueid, on the cun 
trarc there is an iiieiiase in the corporate 
lax rate The provision loi depiceiaiton has 
been reduced I rum one third to one fourth 
lor coiporalc lixaiion ( usie>ms duly has 
been recluecd modciatels and not draslieal 
ly as was expeelcd alter the exchange rate 
de|<rccialioii in c irk luly Then may be two 
reasons why the biidi'Cl is relatively more 

iiilioiis than I illu' the new trade poh< v or 
'lu industrial [lolics I list there is an im 
medi lie pioblcin ol reducing the deficit, 
which IS oil ol ihe pre londnioiis for an 
IMf struetuial id|uslment loan Sexond the 
uoveinmeni iiirv not be sureoi carrying lor 
ward the lull libeiahsatiotr piogranime 
poliiieally Resides some ol Ihe measures 
like piivaiisaiion an be implemented in 


dependently of Ihe budget T he government 
mav there tort like to first get the budget ap¬ 
proved by the parliament before announc¬ 
ing a mote radical liberalisation programme. 
Ihe finance ministci has announced in hut 
budget speech that he would favour a cut 
in tax rates after the fiscal deficit has been 
brouehi within a reasonable limit 

I he mam thrust of the budget appears to 
be reduction in the fiscal deficit The budget 
proposes to bung down the revenue deficit 
from 3 4 per cent in I990-91 to 2 3 per cent 
in 19*)! 92, the monetised deficit from 3 per 
cent to J 3 per cent and the gross fiscal 
delicii from 8 4 jier cent to 6 3 per cent The 
deficit IS expected to be brought down 
through exjicRditurc control and resource 
mobilisation Plan expenditur I as been 
frozen in real terms 12 per cent rise in 
nominal value in 1991 92 budget estimate 
over revised estimate ol 1990 91, against 
10 per cent inflation rate in 199,3-91 * Cen¬ 
tral plan outlay m industry and minerals will 
decline by more than 10 per cent in real 
terms On the other hand, plan oulay on 
agriculture and social services will increase 
in real terms by about 20 and 23 per cent, 
respect!velv Plan outlay in energy, transport 
and communications would be more or less 
same as Lst year in real terms This budget 
has therefoa a distinct bias in favour of 
agriculture and social services vis a-vis 
industry and infrastructure 

The budget proposes to cut non plan 
expenditure by about 6 per cent in real terms 
Defence expendituie will also be cut by 
about 6 per cent in real terms A major 


1 Mil I I SaMM InvI SIMI ni CjM and C l KRI ni Ac t (MINI Di ncil 
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16 3 

14 3 
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44 

3 

69 

14 3 
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63 
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46 
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1984 83 

28 
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80 

13 4 

lU 3 

S 1 

12 

1983 86 

3 2 

II 1 

79 

16 3 
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36 
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1986 87 

2 7 
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90 

15 6 

11 4 

42 

-20 

1987 88 

22 

10 4 

82 

18 2 

12 2 

60 

19 

1988 89 

2 0 

99 

79 

19 2 

14 0 

52 

27 

1989 90 

1 7 

10 7 

90 

19 9 

12 9 

70 

-23 


Sole * Invesime u refers to gioss domestic eapital formation unadjusted for errors and omissions 
whuh vary between OU per cent of OOP in 1988 89 and 2 S per cent in 1981-82 
Souire (jovernneni of India, Uomimu Survey, 1999-91 ~ 
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comninition of the budget ts the cut in sub¬ 
sidy. Export and sugar subsidy are abolish¬ 
ed. Fertiliser subsidy was initially cut by 
about Rs 1,600 crore. Subsequently, however, 
the fertiliser pr'te increase has been brought 
down from 40 per cent to 10 per cent tor 
large farmers and 20 per cent lor small 
farmers On the top ot that the finance 
minister has assured a rise in procuremeni 
prices to compensate for the increase in 
fertiliser prices, which may lead to a higher 
food subsidy I he net effect ol the lertilisei 
price rise on the government budget there 
fore may be much less than desired 
There are two broad measures ol lesourcc 
mobilisation tas revenue worth about 
Rs 2,000 crore and disinvestment ol equity 
holding m public sectoi enterprises worth 
Rs 2,500 crore I he major tax proposals in 
this budget arc (a) hike in corporate lax rale 
and lowei provision of depreciation allowance 
for corporate taxation, (b) reiiiiroduction ot 
interest tax, (c) wider covtiage ol cxjicii 
diture tax, (d) hike in special excise dutv 
(some mass consumption goods exempted), 
(c) rise in excise on luxuiy consumci 
durables, (f) further extension ot MODVM 
(g) decrease in ad valorem rales ot customs 
and (h) reduction in auxiliary customs dutv 
All taken together, the direct tax proposals 
may yield Rs 2,119 crore, ol which the 
centre's share is Rs 2,042 ciore, and indirect 
tax proposals mav lead to a net revenue loss 
ol Rs 37 crore (net revenue loss Irom 
customs Rs ^lOcrorc against net yield Irom 
excise Rs 988 crore, ol which Ihc centre’s 
share IS Rs 471 c rorc) 

Other major leatures ol this budget are 

(a) provision ol conversion ol black money 
into white money through deposits in the 
National Housing Bank ol which 40 per 
cent would be deducted as impiicii tax, 

(b) exemption ot gilt tax on foreign currency 
remittance, (c) introduction ol foreign 
exchange bonds, (d) increase in prices of oil 
products (except kerosene), and (e) tax 
exemptions on donations tor social science 
research 


Mac ko Imbai anc is 

The IMT stabilisation programme has two 
key assumptions (a) the current account 
deficit IS the result ol overvaluation of 
exchange rate and high fiscal deficit, and 
(b) inflation is a monetary phenomenon 
Both the assumptions need carelul scrutiny 
in the Indian context 
By definition 

Y = PC + GC -f PI + Gl + C - X 

Y - PC + PS + T 

where Y is aggregate expenditure, PC and 
GC are private and government consump¬ 
tion respectively, PI and GI are private and 
government investment respectively, E is ex 
ports, X IS imports, PS is private saving and 
T IS tax revenue net of transfers 
Rearranging the terms we get another 
identity: 

GI-GS = (PS P1)+(X E) 

where GS is government saving (T - GC) 


This identity shows that if government in¬ 
vestment IS more than government saving 
then there vtould be transfer of resources 
from either domestic private sector and/or 
external sector If private saving equals 
private investment then overall fiscal deficit 
would be a direct function ol net capital in 


flow. How«ver, if the fiscal dcficii is aero, 
GI °GS. then it docs not guarantee xero cur¬ 
rent account deHcit, for if Pi ts more than 
PS also there would be a net capital inflow 
Similarly, a balanced current account, X » 
L, doex not automatically imply rero fiscal 
deficit 


IxHii 2 Plain SitiORSsviNt. 


(Rs billion) 
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Public Saving 



(lovernment 



lotal 

Gom 

l‘iil< 1 III 


Current 

C onsump- 

Translcrs*’ 






Revenue 

lion 


1980 hi 

46 y 

9 5 

17 0 


215 5 

130 8 

75 2 

I9hl 82 

72 5 

179 

54 6 


259 8 

1536 

883 

1982 81 

78 2 

5 5 

72 7 


2991 

182 7 

111 1 

1981 84 

67 h 

16 2 

84 0 


116 2 

2114 

1410 

1984 hi 

65 1 

14 4 

99 7 


1%7 

2415 

187 6 

I98S hft 

8»6 

16 5 

121 1 


478 1 

291 7 

222 9 

198(1 h"’ 

79 8 

59 8 

119 6 


556 0 

346 3 

269 3 

19h’ Kh 

68 6 

97 9 

166 5 


614 7 

410 3 

322 3 

1988 89 

t 

111 7 

209 1 


714 0 

472 0 

393 7 

1989 90 

76 1 

179 6 

255 9 


842 2 

510 7 

491 P 

S 

a riii<il puhlii saving minus guvcrnincnl saving 



1 

1 Sum III inieresi on puhlis debt subsidies 

surrcni transfers and inter government 


K,.(H>iiliiig adiusimcnl 






Slum 1 s 

(iniial siatistual Oiganisaiioii National Anounis Statisuis, 1990and Qiririlr Es/imores 


ot SuiuiiHil liuonii C onsumplion, Saung and ( apilal lormalion, 1989 90 



I SHI 1 1 1 IIRI 1 N 1 KSDl 

XNI) Lxi IIANCil 

Kvri 


Ircai 

1 xiHjris 

lni|HIMV 

Ncl Invisibles 

Iradc 

( urreni 

Rupee Dollar 






Balance 

Account 

t xchange 



(As Pii (mill liDPi 

1 


Balance 

Rate 

1980 81 

48 

92 

1 2 


44 

1 2 

79 

1981 82 

49 

8 ■’ 

24 


18 

1 5 

90 

1982 83 

5 1 

8 4 

2 0 


12 

1 1 

97 

1981 84 

4 9 

7 ’ 

1 


28 

1 1 

10 3 

1984 8S 

5 2 

8 I 

1 7 


29 

1 2 

119 

1985 86 

4 4 

h I 

14 


17 

2 1 

12 2 

1986 87 

4 5 

7 7 

1 2 


1 2 

20 

12 8 

1987 88 

49 

7 1 

0 9 


28 

1 9 

110 

1988 89 

5 1 

89 

0 8 


1 5 

27 

14 5 

1989 90 

64 

91 

06 


29 

2 1 

166 

1990 91 

6 1 

84 



21 


179 

Soun e 

Ciuvirnnicni i 

III India, Lionomu Sunn 

1990 91 





I \HI 1 4 

MONI S Ol IHI I ANO PrKI 






(F’eiceriiage change) 



Year 

C.NP 

1 oiidci.uns 

Money Supply 

Wholesale Price Index 



(Hiipiil 

M, 

M, 

All Com Agri 

Mfg 

1982 81 

26 

29 

141 

11 1 

49 

73 

15 

1981 84 

79 

17 7 

17 4 

14 6 

75 

131 

61 

1984 85 


45 

18 2 

18 3 

65 

64 

70 

1985 86 

4 P 

34 

17 1 

13 9 

44 

01 

59 

1986 87 

16 

-47 

17 5 

14 7 

58 

106 

39 

1987 88 

42 

21 

17 3 

ISO 

83 

113 

72 

1988 89 

10 6 

210 

171 

14 5 

75 

56 

95 

1989 90 

52 

04 

1&.9 

20 2 

74 

20 

112 

1990 91 

50 

39 

151 

15 4 

103 

13 7 

84 


Notes (1) ONP at 1980 81 prices 

(2) Money supply, average of month-end figures, except for 1990-91 which are changes 
between March 1990 and 1991 Corresponding point-to-poim growth mtes for 1989-90 
are 22 2 lor M, and 19.4 for M, 

(1) yv holcsdic pi ICC index average ot weeks, ba.se 1981 82 
Soirrret Reserve Bank of India, Report on Currtney and Finance, 1986-87 and 1989-90; 
Government of India, Economic Survey, 1990-91 
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Itat It no MRifonn idationthip between 
rucal defich and camnt account dendt in 
either developed or developing countries. In 
USA the current account deficit is a mirror 
reflection of the fiscal defidt. But in UK the 
currnit account has worsened in the 80s 
despite a signiflcant improvement in the 
fiscal balance. In other developed and 
developing countries also there is no uniform 
relationship between fiscal and current ac¬ 
count defldt. 

llible I shows that there is no systematic 
relationship between the public sector 
saving-investment gap and the current ac¬ 
count deflcil in India. The public sector 
saving-investment gap ha.s widened during 
the 80s more due to a fall in the public sav¬ 
ing rate than a rise in the public investment 
rate. Private saving-investment gap has also 
widened, again more due to increase in 
private saving than a fall in private 
investment 

Table 2 shows that the public .sector sav¬ 
ing has declined basically due to increasing 
dissaving by general government. Further, 
general government dissaving has increased 
mainly due to a relatively faster growth of 
current transfers over government current 
revenue. Government consumption has in¬ 
creased almost at the same rate as govern¬ 
ment current revenue. Econometric results 
suggest that private propensity to save out 
of government transfeis—interest on public 
debt, subsidy, etc-is higher than out ot 
other disposable income {Bhattai.haryu and 
Guha, I990b|. A reduction in the fiscal 
deficit may therefore increase piiblu saving 
partially at the expense of piivate saving 

The exchange rate ol the lupcc has 
depreciated continuously tliioiighoiit the 
80s. But so tar it does not serin lo have made 
any impact on either the trade b.ilancc or 
the current account deficit (see fable 1) 
Rupee has been deprcciaieil b> .tiuiiher 20 
per cent in July 1991 The immediate impact 
of this IS likely to be on the price level, which 
in turn may have an .idverse ettcci on tiadc 
balance and fiscal balance In this rcspeci 
there appears to be an inconsi.stetics KtiMrii 
the objective's of trade policy ot 1991 and the 
budget for 1991-92. 

FISCAI DF.nril ANU INIi AIION 

The budget aims to control prices through 
restraint on the money supply growth rate 
Money supply is, however, one of many fac¬ 
tors that influence the price level in India ' 
Differential growth of agricultural and non- 
agricultural output, administered pocc, pro¬ 
curement price, public di.stribulion of 
foodgrains, wage rate, import price and ex 
change rate ate other major determinants of 
inflation in India. Table 4 shows that there 
was no excessive growth of money supply 
(either M, or M,) in 1990-91; in fact money 
supply growth rate in 1990-91 was lower than 
that in the last few years. And yet the infla¬ 
tion rate in 1990-91 was higher than in the 
past several years. The main reasons for this 
is the steep rise in procurement price and im¬ 


port price and fall in tstchange rate. In 
1991-92 exchange rate has already 
depreciated by'nearly 30 per cent (July 1991 
over March 1991). Procurement prices have 
already been hiked for the 1991-92 kharif 
season by 5 lo 15 per cent Administered 
prices for petroleum products have been in¬ 
creased by 20 per cent. Railway tariff has 
also gone up by 10 per cent. There is likely 
to be a general cost push inflation with or 
without accommodating money supply. 

The 1991-92 budget makes a bold attempt 
to reduce the fiscal deficit (sec Table S). If 
the budget succeeds then monetised deficit 
(RBi net credit (o the government) and 
primary deficit (gto.ss fiscal deficit less in¬ 
terest payments) in 1991-92 would be lower 
than m any yeai in the 80s. Budget deficti 
(government short -term borrowing and cash 
balance adjustment) and gross fiscal deficit 
would be in the range ol that in the early 
80s and the revenue deltcii would be ol the 
level of the mid-SOs In the past, however, 
there has been a big discrepancy between 
budget eslimaies and the actual deficit In 
1990 91 loi insi.nice the revised estimates ol 
revenue detu ii. budget deficit and monetised 


deTicit were nearly 30 par cent hnfer tfian 
the budget estimates. Primary deficit and 
gross fiscal deficit an alto signifkamly 
higher than budget estimates. All this hap¬ 
pened despite periodical monitoring of 
deficits by parliament. 

When the general price level rises govern¬ 
ment current expenditura tends to increase 
faster than government currant revenue. 
When this happens the government either 
slows down public investment and/or resorts 
to increasing deficit financing. The first 
would adversely affect growth and the se¬ 
cond would increase the inflation rate. The 
annual inflation rale at present (first quarter 
of 1991-92) is about ft per cent Exchange 
rate depreciation (20 per cent), petroleum 
price rise (20 per cent) and railway tariff hike 
(10 per cent) together may accelerate the in- 
Hatton rate m thy coming months. If the pro¬ 
curement prices are increased further and 
issue prices of public distribution system are 
raised then the annual inflation rate in 
1991-92 could be well above IS per cent.'If 
kharif output fails and money supply is ad¬ 
justed to fill the gap between government 
revenue and expenditure then the inflation 


I si'i 1 5 \ ssiiii s Ml AM'Kl s (II Diikii inCimkai Buix.l I 
(As per ecni of viUP) 


Ye.ii 

Keseiiue 
lie! ml 

Budget 

De(n.il 

Monetised 

Delicii 

Gross Fiscal 
Deficit 

Primary 

Deficit 

198(1 81 

Of. 

1 8 

26 

6.2 

4.2 

1981 82 

0 1 

0 0 

2 0 

54 

3.4 

19K’' 8J 

0 ' 

(1 9 

1 9 

6.0 

3.8 

)98t 8.1 

j 2 

0 " 

1 9 

63 

4.0 

19X4 85 

i S 

1 6 

26 

7.5 

4.9 

I98S 86 

;; 

2 0 

24 

8.3 

5.4 

1986 8"’ 

1 K 

2 8 

24 

9.0 

5.8 

198"-88 

3 ; 

! 

2 0 

8.1 

47 

|988 89 

■3 -j 

1 4 

1 6 

78 

4.2 

1989 9(1 


2 4 

1 ! 

80 

4.0 

|99(l 9| (HI ) 

c,' 

1 4 

1.7 

71 

3 1 

1990 91 (k( , 

5 J 

2 1 

to 

84 

4.i 

9,' (HI 1 


! t 

1 t 

6.3 

1.7 


\.'fi <>))(’ .11 .uiieiii iii.iiket prices 111 1941 <;2 is assumed lo grow al 16 per cent (4 for growth 

•iiid 1 2 loi iritl.iluiii) ovet 1990 91 ss)tieh in iiirn is assumed lo be 16.5 per cent more than 
19X0 9(1 

Soiirics tiouniiiiciii lit India Uonumu Sur\e\, 19H9-90aiid 1990-91; Government of India, 
Hiuio) ‘II a (ilume, 1991 92 


I Mill 6 Mmiuiiy PAni-.KN and iNTtaisi Raii-s ON Government Securities 


Yeai 

Under 
5 Yrs 

Maturity Pattern 
(I5er Cent to Total) 


Interest Rate 
(Per Cent Per Annum) 

Between 

5-10 Yrs 

Above 

10 Yrs 

Between 
1-5 Yrs 

Between 
5-15 Yrs 

Above 

15 Yrs 

1970-71 

35 6 

14.5 

43.0 

3.9-4.3 

4.3-4.8 

4.8-S.S 

1975-76 

16 3 

22.6 

57 5 

S.2-6.0 

5.5-6.0 

6.I-6.5 

1980-81 

119 

16.5 

70.0 

4,7-6.0 

5.8-6.8 

6.4.7J 

1983-84 

12.4 

14.2 

72.4 

4,5-7.1 

6.7-9.0 

6.3-10.0 

1984-85 

it.2 

14.9 

73.0 

4.2-8.3 

6.5-9.0 

7.9-IOJ 

1985-86 

l('2 

15 5 

73.6 

5.4-9.8 

6.5-9.5 

8.4-11.3 

1986-87 

10.9 

120 

77.1 

S.l-lt.6 

6.5-10.9 

8.9-11.3 

1987-88 

9.8 

9.8 

80.4 

6.9-15.8 

6.5-11.7 

9J-I1.5 

1988-89 

9.2 

9.0 

81.8 

7.0-23.9 

6.8-13.8 

9.4-11.7 

1989-90 

11.0 

6.0 

83.0 

7.6-18.4 

9.4-11.7 

10.0-11.8 


Sourer. Reserve Bank of India, Report on Currency and Finance, I9M-87 and 1989-90. 
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When I retire, I’ll never be 
a burden to my son. 

Lie’s TEEVAN DHARA 
is my guarantee for a lifelong pension. 


UCs Jeevaii Dhara pension scheme 
means much-need^ securin' in old 
age. Long before you retire, jeevan 
Dhara starts building for you a monthly 
income for life Here’s how it works. 

If you are 35 and pa^- a monthly 
premium of Rs. 500 till you are 59, 
you will get a minimum of Rs.5,595/- 
monthly pension throughout your life 
from the age of 60. 


Take a look at Jeevan Dhara’s benefits: 

• 12 post-dated cheques (one for 
eadi month) at the beginning of 
each year. 

• Premiums paid uptoRs. 40,000 
a year, are 100% deductible 
from taxable income under 
Section 80CCA of the Income 
Tax Act. 


• Bonus addition-once when the 
monthly income starts and again 
on the death of the policy-holder 
in addition to the princif^ sum 
payable to the 1^ heirs. 

Rtrfive hroUiiuv and details contact your 
nmrest UC office, any UC agent or 
Def^qmient Officer We will be glad to 
belpvou. 


u 

I ufe Jnsurance (Torporafion of Jndta 


2008 


Economic and Political Wtekly August 24, .1991 









cottM be (till higho-. In the past a hard 
squeeze on the money supply growth rate has 
r^uced inflation rate by lowering the out¬ 
put growth rate’ If the government tries to 
maintain deficit targets (IMF loan may be 
linked to deficit targets) by restraining 
growth of public investment then it may 
result in stagflation. The critical question is 
which section of the society would bear the 
brunt of recession and inflation? A cost 
push inflation, particularly related to 
agricultural prices, would adversely affect 
the welfare of the poor. Since the degree of 
adjustment in the budget is very limited, this 
year, and perhaps next two years as well, 
may have high inflation and unemployment 
with a low output growth rate. 1b a signifi¬ 
cant extent the adverse impact mav be 
mitigatea through a rigorous check on the 
procurement price, which would require a 
strong political will. Any further deprecia¬ 
tion of the exchange rate and upward revi¬ 
sion of administered price may also he 
counter-productive. 

DtBI AND iNTt Rl-SI RAtl- 1*01 It Y 

The government budget has an inherent 
dynamism: deficit m the current year leads 
to borrowing in the current year, this in turn 
increases interest on public debt in sub¬ 
sequent yeat.s, which m turn hikes deficit and 
borrowing. This chain causation is lurthei 
strengthened if the interest rate i'- raised. 

There was a general increase in the interest 
rates structure in the 80s in comparison to 
the 70s. Interest lates have been further rais¬ 
ed in the recent months. Table 6 shows that 
there is a dramatic shift in the maturity pat¬ 
tern of government securities, long-term 
securities with higher interest rales now ac¬ 
count for more than 80 per cent ol outstan¬ 
ding government securities as against 43 per 
cent in 1970-71. There has been also a 
gradual increase in the interest rates on 
government securities (Table 6). The average 
cost of borrowing by the government has 
increased from about 6 per cent in 1980-81 
to more than 10 per cent in 1989-uO 
(Bhattacharya and Guha, 1990a]. The rate 
of return on public investment has however 
remained more or less the same at around 
1-2 per cent. The gap between the cost of 
borrowing and rate of return has therefore 
widened further during the 80s. further¬ 
more, a significant proportion of govern¬ 
ment borrowing (40 per cent in 1990-91) is 
now utilised for revenue expenditure yielding 
no return. What was needed was therefore 
a decrease rather than increase in the interest 
rates structure. 

It might be argued that a fall in interest 
rates may discourage household saving, in¬ 
crease money demand and encourage use of 
capital vis-o-vis labour in production. All the 
three arguments are perhaps exaggerated in 
the Indian context. First of all the interest 
elasticity of household saving [Bhattacharya, 
I98S; and Krishnamurty and Saibaba, 1982] 
and money demand is not very high in India. 
Secondly, a hike in the intet^ rates struc¬ 


ture has not encouraged use of labour vss- 
CHfis caintal in the 80s. On the contrary, NSS 
data shows a deceleration of employment 
growth rate during the 80s. 

Apart from improving the Fiscal balance, 
a lower interest rates structure may promote 
private investment and reduce cost of pro¬ 
duction, especially of those units which de¬ 
pend heavily on borrowed capital. Interna¬ 
tional evidence suggests that a high interest 
rates structure has an adverse effect on 
growth. Thus from both fiscal point of view 
and growth point of view the interest rates 
sttuciure should be reduced rather than 
increased. 

SiRlK’tURAt AtJJtJSTMlNt 

It IS now more oi less certain that the 
government will borrow from the IMF J 5-7 
billion under the structural adjustment pro¬ 
gramme. The new exchange rate policy, trade 
policy and industrial policy and the union 
budget for 1991-92 are designed to satisfy the 
conditions ol stiuctural adjustment. Ihc 
IMF structural adjustment programme so 
far has had a mixed record [World Bank, 
1991). There is a special difficulty in 
implementing it in a democracy. 

The basic problem in the Indian economy 
today IS low productivity and excessive bor¬ 
rowing. Productivity is low not only in 
public sector but-also in many private .sector 
units which are sheltered by protection and 
administered price policy. What is needed is 
a conscious attempt to improve productivity 
of both labour and capital in both public 
and private seclois. But is it necessary to do 
so only through imports and external bor¬ 
rowing? As it IS. there is a great difficulty 
in SCI vicing the existing external debt. If the 
structural adjustment programme increases 
import intensity then there may be even 
greater difficulty in generating a trade 
surplus and servicing external debt. The ex¬ 
perience ot liberalisation in the 80s in this 
respect is quite discouraging [Mani, 1991 [. 
Much of the problem today is due to the ex¬ 
cessive external borrowing in the 80s. If 
another $ 5-7 billion is taken now then there 
IS a great dangei ol getting caught in a debt 
trap. The union budget for 1991-92 has many 
positive features: curb on deficits, lower non¬ 
plan expenditure, cuts in defence expenditure 
and subsidy and increase in direct tax 
revenue. But it makes no attempt to curb im¬ 
ports and external borrowing which may 
have dangerous implications in the long run 

^oten 

I According to ihe governmeni of India's 
Economic Surve\. 1990-91 (p 169), total ex¬ 
ternal debt, inchiding NRl deposits, as on 
March 31, 1991 is Ks 1,20,000 crore, which 
is about 2.t pei sent of GDP of 1990-91. 
Howevet according to the World Bank’s 
World Pebi Tables India's external debt is 
about S 67 billion, which at the current ex¬ 
tern,il debt w .iNiiit S 67 billion, which at Ihe 
tiiiiciil cvctl.iiue iJle (luly 1991) works oul to 
he 31 pci vciii ol tiDP. 


2 Growth of internal debt and its impliations 
ate discussed in Bhattacharya and Guha 
(1990a). 

3 The IMF structural adjustmem p''"•lamme 
and its success are evaluated crio- '■-iv by 
Tiiylor (1990). 

4 Cost of investment generally rises faster than 
general price index. In real term, plan outlay 
therefore may be more or less same as last 
year. 

5 For a survey of empirical works on inflation 
in India, see, Bhattacharya and todh (1990). 

6 The forecasting efficiency of the budget is 
examined in Bhattacharya and Aniu Kumari 
(1988). 

7 This result is confirmed by counter-factual 
simulation with macro-econometric models 
by Bhattacharya (1984) and Krishnamurty 
and Pandit (1985) 
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SUGAR TOWN, MANDYA 
(Government of Karnauka Undcrukmg) 
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KARNATAKA STATE 

A PIONEER IN SUGAR INDUSTRY, MANUFACTURERS OF CRYSTAL SUGAR 

WE ALSO MANUFACTURE 

Ar Absolute Alcohol 
i( Industrial Spirits 
A I.M.F. Liquors 

and 

if Glacial Acetic Acid 

The company is helping in the economic improvement of 12000 cane grower?.’ 
families & 18(K) families of workers & 10000 families who are working for the factory 


WHATEVER THE MOOD COFFEE SATISFIES 






The Budget and Its Relevance for 
‘Restructuring the Economy’ 

Arun Ghosh 

The greatest failing of the budget for 1991-92 is that there is no progress towards decentralisation. Together 
with the danger that in the totality of the revenue and expenditure proposals, we may not succeed in achieving 
the macroeconomic balance that is urgently necessary, the budget—in association with other economic policies — 
may end up only imposing increased hardship on the common man, instead of restoring balance (and confidence) 
in the economy. 

What we need most urgently today is to make a serious effort to equate domestic saving with domestic invest¬ 
ment, for which we need a two-pronged thrust: (a) a more purposive attack on the ‘dissaving’ by government 
administration by raising more taxes and by improving the functioning of government enterprises; and (b) an 
attempt to increase the savings of the community by stimulating ‘local area planning’ through devolution of both 
authority and finances. 


SU much has already been written about the 
budget and the other elements ol the 
'package* of economic policies that the 
reader is certain to find considerable repeii 
lyin of points made earlier, even in the LPW. 
Nonetheless, a focus on the relevance ol the 
budget for the 'restructuring* ol the 
economy is necessary even at the cost of 
lepclition. The question that needs to be ask 
cd is: what is the pattern of 'restructuring* 
that we arc seeking, what sections ot the 
population does it purport with a vision of 
(X'aceful growth of the diserse pcc>ples ol this 
country, arc they consistent »ith the giou Ih 
ol a democratic polity? 

1 he tk'onomic .Survey, which precedes the 
presentation of the budget, has of late been 
going an increasingly fair indication ol the 
problems faced by the econoinv lake, .is ihi- 
starting point, the lollownig statement which 
occurs III the tx-onomu Survey l9W)-9r 
"Macroeconomic imbalances character ised 
bs high fiscal deficits and a giowing icvenue 
delicit have continued to remain a major 
source of concern for the government dur¬ 
ing the past few years" (emphasis added) 
fills concern has been cvpresscd in every 
Ixonomic Survey presented over the past few 
years, but unlortunately the same concern 
has not been reflected m the fiscal manage 
ment ol the coiintrv by the icntial 
government 

Consider the following (acts I he tevcmie 
dcltcii of the central gcvvernmcnt was 0.6 pci 
cent of the (iDP in 1980-KI. and increased 
to 1.5 per cent ol the GDP in 1984-85. I)y 
1986-87 (during (he Seventh Plan) this deficit 
had jumped to 2.7 per cent ol the GDP, and 
continu^ at this high level all through the 
Seventh Plan period In 1990 91, the revenue 
deficit of the centre had increased to a stag¬ 
gering 3.4 per cent of the CiDI’ 

As per the National Accounts Statistics, 
gross domestic investment cscecdcd gross 
domestic saving by 2.8 per cent ol (he GDP 
in 1988-89, and by 2.4 per cent iii 1989-90. 
The euphoyia of a high growth rale of the 
GDP in the Seventh Plan period seems to 
have blinded us to the stark reality that no 
individual, no country can go on living 


beyond its means lor ever. One recalls in this 
context the howls ol derision which greeted 
the announcement by the erstwhile Planning 
< omniissioii undei Kamaknshna Ht'gde that 
the I'lghih Plan would be drawn up on the 
assumption ol a CiDP growth rate of 5.5 per 
cent per annum (even though the actual 
GDP growth laie achieved during the 
Seventh Plan has turned out to be 5.6 per 
cent). 

Against the above background, it is un¬ 
fortunate that in a.television interview on the 
night ol the budget, the finance minister 
should have blamed his two predecessors 
(Madhu Dandavate and Yasliwam Sinha) fur 
leaving the finances of the country in a mess 
Ihc crisis as si .tied bv even the present 
governor ol the Reserve Bank of India 
(reported in the leouonuc fiiues ol Mav 
8) has been in ihe making lot about a 
decade. 

While this poiiu has been made earlier (in 
this column), it needs to be repealed that the 
crisis has leallv been accentuated since 1986 
Ol ihcreaboiiis. lollowing misconceived 
policies like VIIlual (rccdom lor lorcign col¬ 
laboration associated with import 
liberalisaiioii leading to an import inten 
sive paiiciii ol indusliialisalion catering to 
the demand lor ehlisl consumer goods 
and more paiiiciilaily, the pursuit ot gian 
diosc, capital intensiveH'hemes to the negicvt 
ol an emplovnieni oriented approach to 
development CiindeJ, in fact yoaited. by the 
World Bank, vve noi only started borrowing 
heavily from abroad, we started reiving 
primarily on shori-icim boircwvings lor our 
development piogramme -a tact glossed 
ewet in the Etononm Survey Consider the 
accompanving lieures, taken Irom the 
Heserve Hank Biilleiin for July 1991, which 
bring out oui growing dependence on short 
leim borrowings m icceni years (fable I). 
The RBI But'elin gives no details (or 
explanation) ol items that coiistiiuic 
'other capital (net)* It is possible that a large 
pan of this inflow is made up of borrow¬ 
ings of less than one year maturity (obtain 
ed by instilutians like Ihc State Bank of India, 
on the assumption that these debts would 


he rolled over). This, however,^ is only a 
conjecture. 

It IS to be noted that even excluding ‘other 
capital (net)* and taking only commercial 
borrowings and non-resident deposits (which 
total Rs 3,123 crore in 1987-88. Rs 5^08 
creire in 1988-89 and Rs 5,041 crore in 
1989 90). short-term borrowings were 41.7 
per cent ot total capital inflow i.i I987-88, 
50.5 per cent in 1988-89, and 48 6 per cent 
in I989-90. If ‘other capital* is really made 
up of essentially short-term flows, the 
percentage of short-term borrowings in 
1989-90 would be above 70. 

The clue to the balance of payments crisis 
IS. thus, neither the Gulf war nor sudden 
mismanagement of (he economy. Even 
without the Gulf war, the country was 
heading for trouble: the Gulf war merely 
hasten^ the ctisis. This point is being em¬ 
phasised because a 'structural readjustment’ 
IS now obviously necessary, but the structure 
ot the economy that we foresee as the answer 
to our problems has to take note of some 
ol the basic maladies that have plagued our 
economy The country really and truly needs 
a basic structural transformation, and not 
(he type of pseudo-industnalisation that was 
pursued during the 80s. 

It IS particularly important to recall in this 
context that as per the National Sample 
Survey, over the period I983 to I987-88, 
overall employment growth was no more 
than I.55 per cent per annum (when popula¬ 
tion was growing at more than 2.I per cent). 
Indeed, Employment in organised private in¬ 
dustry recorded a decline between l980-8i 
and I988-89 Again, as per the National 
Sample Survey data on household consump¬ 
tion expenditure, analysed state by state by 
B S Minhas and 1. R Jain (of the Indian 
Statistical Institute) and S D Ibndutkar (of 
the Delhi School of Economics), on an all- 
India basis, 45 pel cent of the rural popula¬ 
tion was below the poverty line in 1987-88; 
and if 20 major states are taken into con¬ 
sideration, the percentage goes up to 49. 
Seven states (U P, Bihar, West Bengal, 
Maharashtra. Madhya Pradesh, Ihmil Nadu 
and Orissa) accounted for 201 million poor 
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NATIONAL INSTITUTE OF ADULT EDUCATION 

NtW DELHI 

(An autonomous Institution under Govt of India) 

Invites applications for three posts of Research Fellow 

Scale of pay A person appointed as Research Fellow may enjoy his/her scaie of pay with 20% research 
fellow allowance or he/she may be plated in one of the following scales of pay 

Rs 22(K) 7S 28(M) 100 4000 (Category A) 

Rs 4700 125 4950 50 5700 (Category B) 

Rs 4500 125 5700 200-6300 (Categors C) 

Job requirement: The Research Fellow will be expected to participate in providing academic and 
technical resource support in the implementation of adult education pn^ramme among others in the 
area of (a) Human Resource Dc'velopmcnt (b) Learning and ( urriculum, (c) Media and Communica¬ 
tion, (d) Research and Evaluation, (e) ( omparative Studies, (f) Foundations of Adult Education, (g) 
Management and Planning, and (h) Documentation 

Educational qualifications for direct recruitment: 

(a) For Research Fellows in the scale of Rs 2201) hOOO 

Very good academic record with at least 55% marks or an equixalcnt grade at Masters Degree level 
in Adult Education or allied sub|ects with evidence of active work in adult education or allied spheres 
as student or thereafter 

(b) For Reseanh Fellows in the scale of Rs S'^OO 5000 

Uniformly very gcMxl academic record with a doctoral degree or equivalent published work I vidence 
of substantial contribution to research and scholarship as evident by the quality of publication, con 
tribution to educational innovation design of new courses and curriculum About five years experience 
(excluding period spent in obtaining Ph D Degree) of teaching and/or lesearch 

OR 

Uniformly very gcxxl academic record with at least three years experience in n'seaah/innovation oriented 
aaivities in adult education or allied spheres with at least five years experience (excluding period spent 
in obtaining Ph D Dcgnre) of teaching and/or a*search 

OR 

Uniformly very gcMxl academic record with at least tha-c years experience in a-scaah/innovation oriented 
activities in adult education or allied spheres with at least five vears experience at senior level in educa 
tion or rural development or administration of which at least three years should be in adult education 
or allied spheres 

(c) For Research Fellows in the scale of Rs 4500 6400 

A scholar with published work of good quahtv and about ten vears c'xpcrience of teaching and/or 
j research, 

I OR 

A scholar in adult education or allied subjects w ith at least three vears experience in rc t arch/innova 
I tion oriented activities and about five years of experience of work in adult education or allied activities 
I at a senior level, 

OR 

Uniformly very gcMxl academic record with at least seven vears experience in a senior position in educa 
tion or administration or rural development out of which at least three years experience should be 
I in adult education or allied spheres 

j Age for direct recruits preferably below 40 years (relaxable in exceptional cases) 

The recruitment to the post of Research Fellow is tenunble for a period of two years and extendable 
upto 3 years 

For deputation (including short-term contract) Persons holdinv anai>)gous posts in universities/ 

I institutions of higher learning/research, 

OR 

Persons fulfilhng qualifications and experiences for direct recruitment 
APPLICATIONS be sent to the REGISTRAR, National Institute of Adult Education, 10-B, Indraprastha 
Estate, New Delhi-n0002 latest by 20th September 1991 on plain paper 
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■n toe nnai amii. tror ine umn areas, iiK 
petcentage aie 37 and 38 per cent, respec¬ 
tively.) <See B S Minhas, L R Jain and 
S D Ifcndulkar, ‘Declining incidence of 
Rrverty in India: Evidence versus Artefacts’, 
EPW, July 6-13,1991, p 1673.) Most of the 
rural poptdation below the poverty line in 
rain>fod areas and at the all-India level, some 
100 million hectares out of the total culti¬ 
vated area of 180 million hectares, stand 
‘degraded’, with very low productivity of the 
land. Crises which appear to be the major 
concern of people in New Delhi do not affect 
this population except insofar as the fiscal 
crisis leads to cutbacks in programmes 
intended for this segment of the population, 
seeking to provide employment or minor 
irrigation, or the development of sericulture, 
handloom cloth production, etc. The ‘struc¬ 
tural adjustment’ of the economy that we 
attempt has to be addressed not only to the 
crisis in the balance of payments but to the 
deepening longer-term crisis of increasing 
unemployment and low productivity of a 
large section of the population, primarily in 
the rural areas. 

The crisis in India today is, at one level, 
an acute fiscal and balance of payments 
crisis; and at another level, growing 
unemployment, growing imbalance in 
regional growth, and increasing social ten¬ 
sions arising therefrom. 

Perhaps it neeas to be reiterated in this 
connection that both development program¬ 
mes and stabilisation programmes can be 
rendered inoperable by growing social ten¬ 
sions which are essentially a reflection of the 
growing economic inequalities and im¬ 
balance in the country. The finance minister 
has acknowledged as much, and has prefac¬ 
ed his budget speech by calling it an attempt 
at 'adjustment with a human face'. After ail, 
the central government budget remains the 
most potent instrument at the command of 
the Authorities for tackling the problems fac¬ 
ing the country. And yet, it is easy to forget 
that the ‘adjustment process' must help, and 
not ignore the interests of the poor. We must 
remember this while reviewing the budget 
because, living in towns, we are all overly 
obsessed by the external transactions of the 
economy. ^ from the middle classes are not 
really concerned with the effect of our 
policies on the majority of the people. The 
media appear to be generally concerned with 

Tabu I. IM)I vs Ovcrai 


the future of the little world of the educated 
elite, the upper middle classes living in the 
metropolitan areas, not even the small towns. 

The Budget 

The budget for 1991-92 has to be examined 
from three angles. Fist, does it seek to restore 
overall balance (between aggregate supply 
and demand in the economy? In this con¬ 
text, one has to look at the revenue deficit, 
the overall budget deticit, anu liie impact of 
the budget on private demand and supply. 
Does it create a problem on the balance of 
payments front? For there is no 1:1 relation¬ 
ship between the budgetary deficit and the 
balance of payments deficit, though the 
budgetary deficit can create balance of 
payments problems if it leads to aggregate 
demand in the economy to surpass aggregate 
supply. It would be unfortunate if the short¬ 
term solutions to the problem do not mesh 
into the medium-term policies that we need 
to adopt—in any case, the finance minister 
says that it will take a few years to restruc¬ 
ture the economy—and the medium-term 
policies must mesh into the longer term 
strategy, which in turn must be based on the 
vision and perception wc have of the pro¬ 
cess of growth of ati the peoples of this 
country. 

Secondly, the budget has to be analysed 
from the angle o'l the manner in which 
resources—via laves—arc raised. Is the pat¬ 
tern of resource raising equitable? What is 
likely to be the impact of the resource rais¬ 
ing effort on prices’’ on savings generally'.' 
on the distribution of income and therefore 
the pattern ol demand? 

Finalfy, the'budget has to be seen from 
the way expenditures arc allocated. What is 
the extent of current consumption expen 
dilute, of socially useful development expen¬ 
diture, of capital formation in infrastructure 
facilities and other essential services? What 
IS the redistributive effect, il any, ol the 
budget? (This applies to both revenue lais- 
ing and the paiiem ot expenditure) What 
is the extent to which the criteria ol economy 
and efficiency arc applied to expenditures by 
the central governmem? In the last context, 
what IS the extent ol devolution ol resprsn- 
sibilities (and ol funds) for social develop¬ 
ment expcndiiiircs'’ lor, it is a well known 
axiom in public iiiiance that while revenue 

1 BaI AS-(.I (II PslVll MS 

(Hi inin‘) 



1987-88 

1988 89 

1989 9tl 

1 Current account (net) 

( - )6,293 

( ) lt',4ll> 

( )I0.391 

2 External assistance (net) 

2,928 

3.210 

3,054 

3 Commercial borrowings (net)* 

1,281 

:.743 

2,866 

4 Non-resident deposits (net) 

1.840 

2.465 

2,175 

3 Other ca|»tal (net)** 

1,442 

1,887 

2,246 

6 Total capiul account 

1 7.49.3 

10,305 

10,341 


Notes: • Commercial borrowings exclude refinancing borrowings and boiiowings of less than 
one year. 

** Presumably, borrowings of less than one year, among other items 
Source: SBi Bulletin, July 1991. 


collection is by and large best done central* 
ly (so as to avoid irritants to commerce like 
the ‘octroi’ or entry or exit taxes), the 
delivery of social services is best oipmised 
in a decentralised manner, by the local 
authorities. One know^ for instance; that at* 
tendance by teachers in primary kHooIs im¬ 
proved dramatically in Karnataka when tiw 
administration of primary education arid 
primary health was handed over to the 
Mandal panchayats. One knows idso that, 
as of today, different agencies and orgamsa- 
tions of the central government are separate¬ 
ly and independently attempting to reach 
down to the people, spread over more than 
five lakh villages and around a thousand 
urban areas (quite a few of them little better 
than overgrown villages with no urban 
facilities). The criterion of ‘efTiciency* 
requires in this context the ‘convergence of 
services’ by local authorities/agencies, so 
that services like health and sanitation, 
maternity and child care, and even primary 
education for very smalt children could be 
rendered by the same (local) agency, thereby 
increasing the efficiency of these services, 
and making such services more widely 
available (without any large increase in 
expenditure). 

What, in bricl, is the extent of devolution 
of funds from the centre, which is cardinal 
10 the principle of decentralisation of 
services? 

OvtRAlt BAIANCE 

One must accept that the budget—if all 
the budgeted numbers turn out to be 
correct - seeks to commence the process of 
restoring the balance between aggregate 
demand and supply in the economy, through 
a substantive reduction in both the revenue 
and the overall budgetary deficits. No one 
would recommend that trom a level of 3.4 
per cent of the GDP in 1990-91, the revenue 
deficit should be brought down to aero in 
one fell swoop. That would usher in an un¬ 
precedented deflation in the economy. The 
revenue deficit is to be brought down from 
Rs 17,585 crore in 1990-91 (Revised 
Lstimates) to Rs 13,584 crore in 1991-92. 
That is a .substantial decline, if it can really 
be managed. The GDP in 1989-90 was of 
the order of Re4,430 billion. Assuming an 
increase of 5 per cent m real terms and a 
price increase of 12 per cent over the year 
(as stated in the txonomte Survey), the GDP 
in 1990-91 (at current prices) may be 
estimated at Rs 5,183 billion. (This figure is 
roughly confirmed by the estimate of the 
icvenue deficit in 1990-91 being 3.4 per cent 
of the GDP, as per the Economic Survey.) 
The finance minister has slated that real 
income in 1991-92 would grow by 4 per cent 
and price increase limited to some 9 per cent. 
At this rate, the ODP at current prices would 
reach the figure of Rs 3,857 billion; and the 
projected revenue deficit of Rs 13,834 crore 
would come close to 2.4 per cent of the CDP 
in 1991-92. 

The overall budgetary deficit which leads 
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NEW INDUSTRIAL POLICY 

SALIENT FEATURES 

Guiarat has announced its new Industrial Policy, offering package of incentives to boost the industrial growth in 
the Sute. The new package offers Capial Investment Subsidy, Sales Tax benerits. incentives to Employment Oriented 
Industries, Pioneer Unit Incentive, Prestigious Unit Incentive and Special Incentive for setting up 100% Export Oriented 
Units. The new policy alsti offers special incentives to electronic industry 
The salient features of the new incentive package are as below. 

it Additional incentives to employment oriented industries 

* Special incentives for setting up 100 per cent Export Oriented I nits 
it incentive Scheme for prestigious units. 

* An attractive offer for the development of electronics industry 
Ar Incentives for rehabilitation of sick industrial units 

W As many as 140 out of 18-t talukas are made eligible to avail benefits under Incentive Package 

* 8 Special backward areas are made eligible for incentives. 

it A number of measures announced for prorhotion of cottage, village and tiny sector industries 

it The tiny sector units have been .separated from small scale industries and are offered incentives at higher rate. 

* The policy offers attractive schemes for the small, medium and large scale units 

* The definition of fixed a.ssets liberalised 

* The pioneer unit incentive scheme made more attractive 

* Incentives offered for existing units undertaking expansion or diversification. 


Iiuliistry St.iiiis lot r(»tirisin 


The new Tourism Policy announced recently by the Chief Minister .Shri Chimanbhai Patel giving tinrism the status 
of an industry makes it (Eligible for certain concessions and rebels in some taxes and financial assistance like that 
given to other industrial units. 

The new Tourism policy', was made effective from January I. 1991 to make it a new year gift. 

The tourism industry has been divided into three c ategories—A. B and (.—and different norms of incentives have 
been fixed for these categories. In category A there are 40 places oi touri.st and historical interest while category 
B is for wayside facilities on state and national highways 

The maximum relief has been provided in category C which has been reserved fur the setting up of amusement 
parks, water sports including boating and ropeways These facilities would be fully exempted from entertainment 
tgx for the first six years. 

The main purpose of this puliL7 was to promote tourism in the State on the pattern of Haryana International air¬ 
port at Ahmedabad would further promote tourist traffic to the State 

The concessions for hotels and motels would not remain restricted to the private sector only, but joint sector units, 
with the (iujarai State Tourism Corporation, .would also Ik entitled for the benefits 

The Sute Government had decided to bear half of the tuition fees of the students uking up courses in hotel 
management. 

Under the policy, a hotel or motel set up within 4 km of the notified 40 places would get full exemption in sales 
tax on the food served, 40 per cent cunce.ssiun in electricity duty and 40 per cent exemption in luxury tax. All these 
incentives will be given for the first six years only. 

In the second category of hotels and motels on the wayside, exemption in sales tax would be 40 per cent, in elec¬ 
tricity duty 24 per cent and in luxury ux 24 per cent These incentives would also be for the first six years. These 
facilities should be within 1.4 km. of the Sate and national highway 

A committee under the Chairmanship of the Secreary, Information. Btoadcastiitg and Tburism Department has 
been set up to fix the qualifying norms of facilities for the motels and hotels so that they could avail.of the conccssicms. 


Government of Gujarat 
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to the cnation of additional merve tnoney 
(through government borrowing from the 
Reserve Bank of India) leads to an increase 
in money supply directly, and thereby causes 
an inflationary impact on the economy 
when aggregate demand is'already in ewess 
of aggregfite supply. Thfs overall deflcit is 
likely to be Rs 10,772 crore (or 2.1 per cent 
of the GDP) in 1991-92 as against Rs 7,719 
crtire (or 1.3 per cent of the GDP) in 1990-91, 
a really significant decline if it can be achiev¬ 
ed. The new fangled concept of the ‘fiscal 
deficit* is in a sense confusing because while 
government borrowing from the private sec¬ 
tor withdraws part of private saving, govern¬ 
ment lending to the private sector (through 
public nnancial institutions) compensates 
for it and augments private savings available 
for investment. (See, in this context, I S 
Gulati, ‘Reducing the Fiscal Deficit: Soft 
and Hard Options’, EPW. July 20. 1991.) 
Even so, using this IMF favoured concept, 
the fiscal deficit (Rs 37,727 crore) works out 
to 6.4 per cent of the above projected figure 
of the GDP (though this deficit is stated by 
the finance minister to be 6.S per cent). 
Again, on the assumptions made earlier, the 
decline in the fiscal deficit would be from 
8.3 per cent of the estimated GDP ol 
Rs 5,183 billion in 1990-91. 

The precision of the above estimates can¬ 
not be pushed too far; they are based on cer¬ 
tain assumptions regarding GDP growth and 
the anticipated price changes. Oti the face 
of it, the pace of slow down of the revenue 
and budgetary deficits would appear to be 
reasonable; but in fact, arc they? Also, can 
the finance minister stick to these budgeted 
figures? 

As has already been highlighted in The 
Economic Times, most of the expenditure 
estimates for 1991-92 are a repetition ot the 
estimates presented in March 1991 by Yash- 
want Sinha for purposes of obtaining a ‘vote 
on account' for four months In lact, 
whether by oversight or in a hurry, Annex- 
ure 7 of Volume 1 of the Revenue Budget 
gives an estimate of the ‘Strength of 
Establishment and provision therefor' The 
estimate of staff strength remains unchanged 
from the March budget, namely. 42 lakhs 
in March 1992 as compared to 41 lakhs in 
March 1991. There is not only to be no 
retrenchment but addition to staff strength 
by 2.5 per cent over the year. How is this con¬ 
sistent with the promised reduction in 
revenue expenditure (other than interest pay¬ 
ment) by 4.9 per cent over the year? 

It is, of course, possible that in a hurry 
to cobble together the budget for 
1991-92—so as to lose the minimum amount 
of time for raising tax revenues for the 
year—the finance minister did not have time 
to go through the detailed budget of each 
ministry/department. Nor is the finance 
minister expected to go through every detail¬ 
ed figure in the budget papers; and the in¬ 
crease in staff strength may not actually 
materialise. Nonetheless, it is curious that 
in the Revenue Budget, volume I, the pro¬ 
posed expenditure by broad categories re¬ 


mains generally unchanged from thf-flgures 
indicated in March by Iftshwant Sinha. The 
most startling is the proposed expenditure 
in 1991-92 of the Ministry of External 
Affairs, which remains unchanged despite 
the devaluation of 20 per cent in the value 
of the rupee in July. How will our embassies 
and foreign missions function unless it is 
proposed to close down some of them? One 
is left wondering as to whether the budget 
estimates are realistic, and as to how, in fact, 
the finance minister proposes to bring down 
administrative expenditures in the revenue 
budget (other than on interest payments) by 
4.9 per cent over 1990-91. In the absence of 
an indication of the game plan, particular¬ 
ly whether there is to be retrenchment of 
staff, or the impounding of dearness 
allowances—there is not even a mention that 
there would be a temporary halt on the use 
ol the Leave Travel C oncession—one would 
be forced to conclude that either there would 
occur considerable retrenchment (which is 
not being oscrily admitted), or the revenue 
expenditure would not be contained to the 
budgeted figures One cannot say that the 
staff needs of agencies like the C'CTL and 
the IXiTD would remain the satne, after the 
sweeping changes introduced in the 
lisensing/trade control regimes. But the 
matter does not appear to base been thought 
through [here is no clear programme for 
the redeployment ol surplus stall And the 
si/e of the council ol ministers and the pen¬ 
chant of ministers to order alterations in 
their offices/rcsidenees docs not set a good 
example for austerity or economy in respect 
of administrative expenditures. 

In fact, theie is some danger that even as 
we go on ppolifeiating the number ol 
iiiinistrics/dcparimcnis ol the central 
goveinmcnt - and increasing the number of 
senior bureaucrats - the axe will fall on the 
doubtless redundant staff in organisations 
like the CCIF/DGl D/lrpn and Steel Con¬ 
trol. without any plan to redeploy the per¬ 
sonnel. But there is so much other work to 
be done. To take but one example, it is well 
known that of late, exporters are keeping 
back their foreign exchange earnings in ex¬ 
pectation of further devaluation. One 
estimate places such delayed remittances at 
some $ 2 billion (the amount we are seek¬ 
ing frorivihe IMf today). The Reserve Bank 
of India gets a copy of the export documents 
from the customs, but there are millions of 
them stored away, because the RBI does not 
have the personnel to check whether remit¬ 
tances against such document.s have been en¬ 
cashed. The la.-ge number of officers and 
staff in the organisations mentioned earlier 
could be deployed to take up this task of 
checking, under RBI supervision. But 
nobody is bothered, and jurisdictional 
prerogatives arc unlikely to make this a 
possibility. The surplus staff would remain 
surplus; meanwhile, vital new tasks would 
not be undertaken. 

It is this lack of clarity in regard to the 
precise manner in which the revenue deficit 
is to be brought down which causes deep 


unease. Could we not have raised taner 
resources by way of direct taxes? Wu 
another appeal to tax evaders to come clean 
necessary? Is it all that difficult to pinpoint 
people who are evading taxes, who reside 
mainly in big towns and cities? In metro¬ 
politan areas, at any rate, the tax evader has 
of late started flaunting his wealth 
unabashedly; it is not difficult to pinpoint 
quite a few of them. 

The trouble is, some of the big tax evaders 
wield enormous political clout, and an in¬ 
come lax officer would be really afraid to 
nail them down in the present atmosphere 
of secret patronage, lack of openness in 
governance, and arbitrary, ad hoc promo- 
iions/demotions, even incarceration, of civil 
servants. We want to opt for a market 
oriented capitalist system without observing 
some of the ground rules of the capitalist 
system. (That we have never encouraged 
competition is part of this ethos.) In the US, 
a tax evader—no matter who he is—is sent 
to jail. A former vice president of the US, 
while he was still in office, was indicted for 
tax evasion, had to resign in ignominy and 
had to obtain a presidential pardon to avoid 
going to jail. Have we ever taken such a 
drastic step? Maybe our tax lawv need an 
amendment But the finance minister could 
have announced that he is introducing a bill 
which would empower the tax authorities to 
send any tax evader—even those who have 
held high office, for instance—to jail (with 
hard labour, and not as a class I prisoner). 
And a do^en prominent persons sent to Jail 
would have sent the correct signals to those 
who evade taxes and yet openly flaunt their 
wealth Maybe not every small lax evader 
would get caught, but two resolute 
actions -one, the actual purchase of urban 
property by the government at 10 per cent 
more than the officially declared price, a 
power which already exists; and secondly, 
conviction and jail terms for a few promi¬ 
nent persons for tax evasion—would have 
had salutary effects. A lot of evaded income 
taxes would have got paid, with penalty 
where due, and the salaried person would 
not have complained that he is among the 
few who have to pay the income tax. Fur¬ 
thermore, an incidental effect of such action 
wiiuld have been to render black money into 
an idle ‘hoard’ and, therefore, without an 
adverse impact on the economy, for all prac¬ 
tical purposes. That would have stopped the 
spiral of price increase, and in that event, 
the deficit (as planned now) would not have 
led to any price increase. There would still 
have occurred some increa.se in prices 
because of devaluation (and costlier raw 
material imports), excise duties and higher 
administered prices. But it is possible that 
a simultaneous drive for greater efficiency 
and higher productivity may have helped to 
keep the price increase down significantly. 
In fact, people's response to appeals for 
austerity, for greater efficiency and produc¬ 
tivity depends on the general atmosphere of 
austerity and efflciency. The example set by 
the leaders can make a lot of difference to 
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the functioning of the economy 

Indeed, with the type of crisis that we are 
faang, why can the suicharge on the income 
tax not be rais^? Why do we have to have 
a mulUfdKity of exemptions which make the 
effective rate of tax quite low for the affluent 
sections of the people? 

And now, with the possibility of a par¬ 
tial failure of the monsoon, particularly in 
the nofthem states, there could arise distress 
in some of these states, the need for mcreas 
ed relief expenditure, and certainly an in¬ 
crease m food subsidy by extending the PDS 
to the rural poor (Punjab, Haryana and 
western UP are protected by irrigation, but 
not the other areas) The budget proposals 
may not be able to keep down price infla 
tion below double digit figures during 
1991-92 And the budget does not inspire 
conHdence that it will either be able to hold 
down prices or even protect the employment 
and income of the masses of rural people 
who in any case face underemployment lor 
most part of the year We should have taken 
bold steps to augment revenues through 
direct taxation in this yeai of crisis 

One of the problems in attacking tax eva 
Sion IS that many prominent persons may 
find It difficult to explain how they came to 
acquire assets well beyond their known 
sources of income—a cntenon often applied 
selectively for some civil servants—and how 
'hey can afford the living style that one sees 
flaunted openly, publicly Has any income 
tax officer ever queried the people who 
hrow lavish wedding parties, with 
thousands of guests, in five-star hotels’ 
Also, in the same context, there is now a 
widespread trend of personal expenditure 
being shown as business expenditure 
Business entertainment is only one of them 
There is need for stricter norms in regard to 
‘deductions’ of business expenditure from 
income, for purposes of calculation of the 
taxable income 

Briefly, and to repeat, it would be a good 
thing if a large part of untaxed money is sud 
denly driven underground and becomes an 
idle hoard There would doubtless be a 
reduaion in some economic activity as a 
result, partiiularly in many urban areas 
Equally, there would be less money available 
for speculative purchases of crucial items of 
common consumption by hoarders For, 
given the will to do so, such hoards can also 
be unearthed, at least in urban areas 

It IS necessary perhaps to only mention 
the abject surrender, recently announced, in 
regard to the proposed hike in fertiliser 
prices Only two points need to be made in 
this connection First, the proposal to ex 
empt small and marginal farmers from the 
price hike could lead to large-scale corrup 
non in the distnbution of fertilisers in the 
absence of democratic decentralisation and 
the system of distribution being entrusted 
to democratically elected people’s represen¬ 
tatives, and small and marginal farmere may 
not really get the benefit of the concession 
Unfortunately, ail political parties are guilty 
of pandenng to the farm li^by in this con 


text Moreover, the reduction in savings in 
the total subsidy appears to be grossly 
underestimated SKondly, if we surrender on 
this front, can we hope to stem the losses 
of the state electriuty boards through the 
virtually free supply of electricity to the 
lucky farmers served by power supply** How 
can we save the mounting losses on efecin 
city and irrigation water supply** And if we 
cannot do so, how can we increase the 
resouaes available to the state governments'* 
Thus, the revenue^dcficit (as well as the 
overall budget deficit) could base been 
brought down further In any case, we need 
more revenues to keep the revenue budget 


deficits down to the levds planned, for Hie 
budget estimates of expenditure appear to 
be understated Also, as we would note later, 
there IS need for greater employment genera¬ 
tion, paiticularly in the rainfed areas where 
the monsoon may play truant this year We 
really need a massive employment guarantee 
programme even to achieve a structural 
transormation of the economy, for which 
we are supposedly ‘adjusting’ But a discus¬ 
sion on this issue must wait, though it needs 
to be reiterated even at this stage that the 
combined effect of devaluation, failure of 
the monsoon, and a budgetary deficit which 
appears to be based on Underestimation of 
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i^iiHUiimt progninm^ which has been 
ha^ put tofether without proper examina¬ 
tion of the implKauont of many of the steps 
taken 


Revenue 

Wr have already partly discussed the 
revenue side of the budget in the context of 
the overall budget balance Perhaps the 
flnanoe minister has also underestimated the 
revenue, lb begin with, without takuig credit 
for laisuig the corporate tax rate the revenue 
from corpomte taxes seons to have been 
undentat^ Tlw revenue budget indicates 
the receipt from corporate taxes to be 
Rs S,400 croie in 1991-92 against Rs 6,330 
crort m 1990-91 (RE) This is inexplicable 
Also underestimated u the collection from 
the removal of tax exemption of 'investment 
trusts', which was a neat ploy adopted by 
maiqi big businessmen Business circles 
estimate the tax collection from this source 
at Rs 400 crore, and not Rs 23 crore for 
which credit has been taken in the budget 
The reason for these underestimates could 
be abundant caution, or the desire to show 
better performance than budgeted indica 
ting greater vigilance. The fact remains that 
the budget must always give the best pos 
sible estimate of revenues and expenditure 
and this does not appear to be the case in 
the 1991 92 budget 

Unfortunately, while some ‘exemptions 
are being leduc^/tightened, new types of 
exemptions are now being introduced As it 
IS, many of the private trusts' are now being 
used increasingly as private tax shelters We 
now have a proposal for income tax conccs 
Sion “for financing schemes for meeting 
urgent needs of the people” Should the 
government not be meeting the urgent needs 
of the people** The government of India is 
afraid of even considering implementing the 
Right to Work—which implies essentially, 
the right to provide eight hours of physical 
labour at the minimum wage—and ai the 
same time permits the proliferation of tin 
taxed incomes, which has resulted in grow 
ing inequahty in the distribution of income 
1 he attack of internauonal institutions (the 
IMF and the World Bank) is always on overt 
subsidies, some of them meant for the poor, 
e g, the food subsidy And our ruling elite 
IS also inclined the same way, while ridicul 
mg the notion of the employment guarantee 
scheme. As per calculations made by 
Sudipto Mundle and Govind Rao of the 
National Institute of Public Finance and 
Policy, in imi-SS, between the centre and 
14 mqjor stales, total subsidies accounted for 
some 14 per cent of the GDP, of which overt 
subsidies on food, fertilisers and export pro 
motion were but a small fraction (seev EPW, 
May 11, 1991) 

IIk flat increase in exase duties on all 
Items, followmg upon the hike of railwim 
freight rates and passenger fares, is likely to 
unpuige heavily on the poor TheM measures 
would also contribute to inflation The in- 


wiwww III iiw piivc oi peiixn is iiaeiy w ac¬ 
centuate the tendency to diesdise passenger 
vehicles which would be bad for the 
economy because we are heavily defkit m 
diesel oil which is required to be imported 
in addition to crude oil The increase in the 
excise duty on luxury consumption goods is 
really marginal All in all, the revenue effort 
through taxation is not really much, and 
recourse to indirect taxes makes the tax 
structure even more regressive Direct taxes 
account for no more than 10 per cent of total 
government receipts (including borrowing 
and deHcit finance) whereas indirect taxes 
and non-tax revenue account lor 33 per cent 
of government receipts The reduction in the 
deficit of the government is really brought 
about by the sale of a part of the equity of 
profitable public sector enterprises, which 
ought to be treated as a capital receipt and 
not a revenue receipt It r^uces the Hscal 
deficit but not the revenue deficit The sale 
of assets would reduce the future flow of m 
come to the public sector 

There is ihciclori a clear case for an 
effort at larger resources raising through 
direct taxes 


EXPENOrrUEE 

It IS really the expenditufo tide of thi 
budget whidi deserves carefol attentiaB 
because government opendituies. transloa 
and capital formation consutute a means w' 
promoting both soaal welfare and social 
development One has also to worry about 
the effectiveness and efficiency of govern¬ 
ment expenditure, and the solution to inef¬ 
ficiency IS not the abandonment of the role 
of government but improving lU efflciency 
and performance through effeebve monitor¬ 
ing and p^formance audit of all 
expenditures 

Consider in this context the pattern of 
government expenditure in 1990-91 (leviHd) 
and 1991-92 (budget), as summed up m 
Table 2 The savings effected by the finance 
minister are (a) Rs 433 crore by way of non- 
Plan loans to public enterpnses, (b) Rs 400 
crore of fertiliser subsidy, and (c) Rs 431 
crore in vanous non-Plan outlays other than 
interest payment The second of the dxrve 
IS now out, and one is not sure whether 
(a) and (c) would realty materialise, but we 
have discussed the issue earber Inci^tally, 
the fertiliser subsidy has been getting out of 
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(Rs emnf 


Non Plan 

1990 91 
(Revised) 

199192 

(Budget) 

Difference 

1 Imercst pavmcnt 

21830 

27450 

(4)5600 

2 l\)lice 

1381 

1758 

(4) 177 

t Defence 

ISiVO 

16350 

(4) 600 

4 Postal (It licit 

130 

243 

(4) 93 

< ttciiions 

60 

200 

(4) 140 

h Charges pa>iblc us IMI 

203 

409 

(•I) 204 

7 1 \porl piomoiion 

2700 

1224 

( )I476 

K Nun plan Itsans of public cnierprists 

9 Wtiie oil ol loins u stattsfas per Nl-C 

1067 

632 

( ) 435 

rccomiucndaiions) 

966 

- 

( ) 966 

10 Oull csacudiiot 

300 

_ 

( ) 300 

11 i(H>d siibsids 

2430 

2600 

(4) ISO 

12 fertilisci ubsids 

4400 

4000 

( )400 

13 Others 

23282 

24831 

( )45l 

lotal Non PI in 

76761 

79697 

(4)2936 

14 ( eniral plan ouilix 

17394 

19015 

(4)1411 

13 C tniral assisiaiitt (< stale and Ul plans 

12362 

14710 

(4)2348 

Cirand total 

106717 

113422 

(4)6695 
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(Rs cron) 



1990 91 

199192 

Difference 


(Revised) 

(Budget) 


1 IxHins igainsi small savings 

6770 

6865 

95 

2 Block grams advance plan avsistance 

3516 

4271 

735 

3 Bl(x.k loans/advance plan assistance 

5908 

6874 

966 

4 Loans to rural electrification corporation 

115 

125 

10 

5 Total 

16309 

18135 

1836 

6 Less Recoveries of loans from states 

( >3797 

(-)3I43 


7 Less Interest receipts from states 

( )5577 

(-)6790 


8 Total recoveries from states 

(->9374 

(-)9933 


9 Net assistance to states 

6933 

8202 

1267 

to Total central budgetary support to central plan 

17594 

I90IS 

1421 


Source Budget papers July 1991 92 



hmd beoittse of the cost plus formula ac¬ 
cepted by government; and the solution to 
the problem has been discussed at length in 
this column earlier. Incidentally, if the fer¬ 
tiliser price hike is reduced from 40 to 30 per 
'cent, and if roughly one-third of the total 
<aupply of fertilisers is made available (to 
small and marginal farmers) without any 
price increase, the additional expenditure 
should be much higher than announced by 
the finance minister. 

(Axtscr^ As of going to the press, we hear 
of tlw refusal of the sutes to implement the 
revised policy because they realise that the 
cost would be substantially more than the 
Rs 40S crore allowed by the finance 
minister.) 

The real issues which nobody appears to 
be bothered about, however, are; (a) Why do 
we have to increa.se the budget for the police 
when ail other administrative expenses are 
being cut? (b) Non-Plan loans to public 
sector enterprises (PSEs), are really a way 
of covering up their losses, and it would be 
good if this coven subsidy could be entire¬ 
ly eliniinated. But this cannot be done sud¬ 
denly, offhand, without careful restructur¬ 
ing of the public enterprises. Some other 
questions also arise in this context, in 
1990-91, there was an allocation of Rs 22.50 
crore (RE) for ‘Implementation of labour 
Rehabilitation Scheme’ for which the pro¬ 
vision in 1991-92 IS zero. Is this wise? 
IVtkularly in the context of the steep reduc¬ 
tion in the non-Plan loan to the Hindustan 
Steel Works Construction from Rs 36 crore 
to Rs 9 crore and of the DTC from Rs 120 
crore to Rs 35 crore? The question arises as 
to whether such provisions are realistic. If 
the DTC is requii^ to raise its fares, it will 
bit the common man, because public trans¬ 
portation is really used by the poorer 
sections of the population. Incidentally, 
there is genuine ne^ to restructure the PSEs. 
Why does the government not come out with 
a White Paper on PSl&s? Two drafts of such 
a White Paper exist, one prepared by the 
Rqiiv Gandhi government, and the other, a 
revised paper prepared by the V P Singh 
government. The Industrial Policy Statement 
is not adequate in this context; and instead 
of mixing up the good, the indifferent and 
the bad PS& and lumping them all together 
and issuing general statements about over¬ 
manning and ineffi,ciency,' we should 
segregate them. Many of them suffer from 
poor management, and the latter can be 
traced back to the exercise of authority 
(without responsibility) by both politicians 
and bureaucrats. The MOU is not an effec¬ 
tive answer; and in any casq/ MOUs have 
been finalised only for a handful of enter¬ 
prises. lb this extent, the idea of selling part 
of the equity of PSEs to wofkers and private 
persons (with a ceiling on individual 
bolding) is desirable not only for profit- 
making PSEs but alt PSEs. (In the process, 
the equity of some may have to be sold at 
a discount, which would be a good thing in 
that the capital of some PSEs needs to be 
written down. This is perhaps the first 
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prerequisite to the functloniiv of the 
capitalist system.) in any case, what precisely 
is the game plan of the government in regard 
to the loss-making PSEs? (c) Thirdly, savings 
of Rs 1,266 crore (mainly in respect of write¬ 
off of loans to states which was a heavy ex¬ 
penditure item in the 1990-91 budget, arising 
from a recommendation of the Ninth 
Finance Commission in this behalf, as well 
as the unusual expenditure incurred for 
evacuation of Indians from the Gulf area) 
are fortuitous, and again highlight the in¬ 
adequacy of the total effort made to reduce 
the overall budget deficit (in the context of 
the near bankruptcy in external payments), 
and therefore the inadequacy of the effort 
at direct taxation, (d) The budget makes no 
progress in the matter of decentralisation 


and the devolution of ftfflds, Md thHeftott 
in the efficiency of public eqienditura Other 
than statutory transfers or those made as per 
the recommendations of the Ninth Finance 
Commission (or transfers such as to MP for 
Bhopal Gas tragedy victims), the total 
transfers to states, as well as ‘recoveries' from 
states over 1990-91 and 1991-92 are briefly 
indicated in Dtble 3. 

In a sense, the central loans H) states 
against small savings should have been ex¬ 
cluded from the figures of central assisumce 
to states, but this item needs to be shown 
because ‘recoveries’ include tecoveries of 
(and interest on) loans agairot small savings. 

It would easily be seen that direct central 
assistance to statm is considerably exceeded 
by budgetary allocations for the central (dan. 


NATIONAL INSTITUTE OF ADULT EDUCATION 
NEW DELHI 

(An autonomous Institution under Government of India) 

I Invites application for two posts of Fellows in the pay scale of 
Rs .47()()-12S-t9S()-150-S‘?(M) 

2. Job requirement 
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It niv abo tw addsd that the bud|« pwen 
•Mk to confiae the lay leader becauw dif¬ 
ferent tablet in volumet I and il of the Ex¬ 
penditure Budget give different Tiguies of 
plan outlay and central auisiance Thu is 
because of the enormous central interven¬ 
tion today in fidds of activity which, under 
the constitution, are dearly the responsibibty 
of the states, but central schemes and 
centrally sponsored schemes predominate in 
these areas, and in a way compel the states 
to make ‘matching’ contributions for the 
centrally sponsored schemes These alloca¬ 
tions are shown as part of central assistance 
for state jilans. 

As IS well known, much of the central 
outlay on such schemes is spent on the 
‘ddivery* of the requisite services The ex- 
penditure-on central and centrally sponsored 
schemes increased from S,16S crore in 
1990-91 (revised estimate) to Rs 6,483 ciore 
in 1991-92 (budget) for the slates, excluding 
the union territories with legislatures (for 
which such outlays increased from Rs 86 
crore to Rs 104 crore) Thus, the inMase in 
the outlay on Central and centrally spmsoicd 
schemes lor the states increased by as much 
as Rs 1,318 crore over (he year, more than 
the increase in the net assistance to the 
states—which, as seen earlier, increased by 
only Rs 1,267 crore over the year 

It IS in the above context that one bus to 
consider the efficiency of central government 
outlays, since, as stated earlier, the delivery 
of social services is best arranged at a daen 
tralised level, and yet the budget for 1991 92 
evinces greater centralisation rather than 
decentralisation 

RLSIKI C tllRINr, IHt LCONOMS 

The restructuiing ol the economy has to 
start with improving the productivity ol the 
land, which calls lor a massive programme 
for local ana development Restructuring 
would also call lor increasing the a\erage 
productivity ol thcworklorce which would 
involve gatniul emplovmem lor all those who 
are currently unemployed underemployed 
Both the above objectives can be combined 
by making provision lor incicased 
employment - ihiough an employment 
guarantee scheme—of people lor local 
‘watershed area planning, wljich would 
involve a massive programme ol land re 
shaping land levelling tree planting, and 
diverse works to improve the moisture reten 
tion capacity ol the soil m rainicd areas (or 
improved drainage ol water in some other 
areas), toge'her with small irrigation works, 
creation of a small weir or check dam here, 
a tubewell there, deepening ponds and lakes 
where possible, bunding and terracing the 
land where necessary 

In urban areas, there is again need lor 
massive construction of urban facilities like 
sewage, roads, proper housing, removal/ 
improvement of slums, provision of safe 
drinking water to all (in both urban and 
rural areas) 

All these require massive inputs of labour 
They cannot ^ directed centrally, nor even 


from state headquarters. Whaf is required 
Is local area planning by village panchayats 
and urban municipalities, for which there is 
need for devolution of finances and 
assistance by way of support by technical 
people to the village panchayats, so that 
agrarian (and other) developments may be 
earned out scientifK^ly Such a programme 
would require (a) massive devolution of 
both authority and finances, and (b) (he 
generation of a higher rate of saving within 
the economy 

The latter is easily possible, for people 
would be enthused to save provided they see 
such savings as a way of improving their own 
living standards An easy way would be to 
give incentives by way of devolution of funds 
provided local savings are generated (e g, by 
way of provision ol labour for area develop 
ment, which would increase the rate of 
domestic savmg/capital formation) In other 
words, we go back lo the Nurkse-ian con 
cept of using idle labour to increase capital 
formation, through a massive works 
programme 

Such a programme would help to lestruc 
tuie the economy, bur (here is no hint of such 
a programme in the budget or in any of (he 
other policies announced by the government 
Such a programme ean be implemented only 
bs ellcetive deeentralisation and a genuine 
dcmoeratisaiion ol the Indian polity 

Also, we need to ically improve our infra 
strueiure, if cscii the liberal industrial been 
sing system has to spark oil new industrial 
activity and cmplewmeni Wc nqed better 
roads a more ellieient railway transport 
system bcitei eheapci and a mote plentilul 
power supply cheaper availability ol basic 
iniermediales all ol which may call for 
Mgnilicani imesiments (mainly by the public 
sector) as well as gicaicr clficicncv <rl all 
F’Sl The budge can address iiscK to Ihc 
first ol these pioblciiis and ihcicin it is 
found lo be wanting 

It IS only in such i li inustKirk and with 
a new thrust that the dcbuicaucraiisa'ion ol 
the Indian penny ol ihc industrial and 
foreign trade legimes, can suteced 

I here arises the question as lo how the 
immediate loreign esehangt crisis can be 
averted I his concerns the budget only to the 
tsieiit that It can reduce the levenue as well 


as the overall budget dcfick (aa ififtinct from 
the fiscal deficit) As seen earlier, the bud^ 
could and should have addressed this ques¬ 
tion through a frontal attack on tax evasion, 
and by the collection of more direct taxes. 

Incidentally, though this matter does nc t 
concern the budget, in his budget speech, the 
finance minister announced two parallel 
schemes (a) people with tax evaded funds 
can pay 40 per cent tax on any amount held 
by them and convert the rest into white 
money, with no funher questions ashed; and 
(b) anybody getting foreign exchange remit¬ 
tances as ‘gifts' would be exempt from the 
gift tax and the income tax, and again, there 
would be no questions asked as to the source 
of the remittance 

With the hawala rate for the dollar openly 
quoted at between Rs 31 and 33 per dollar, 
a holder of large amounts of black money 
can buy foreign exchange at this rate, and 
bring It back as a ‘gift’ from a non-existant 
inend/rdation Thereby, he discounts his 
black money at anything b«ween 20 and 30 
per cent, and converts it into without paying 
any kind of tax 

Apart from the highly objectionable «hics 
of this process, the policy is also bad 
economics, sets a bad example, and reveals 
a state of panic in the policy makers Has 
the government lost all authority’ 

To conclude, there is no progress towards 
decentralisation in the budget for 1991-92 
That IS Its greatest failing logether with the 
danger that in the totality ol the revenue and 
expenditure proposals, we may not succeed 
in achieving the macroeconomic balanc'c 
that IS urgently necessary, the budget—in 
association with other economic policies— 
may end up only imposing increased hard¬ 
ship to the common man, instead ol restor¬ 
ing balance (and confidence) in the 
economy What we need most urgently today 
IS lo make a serious cl Ion to equate domestic 
saving with domestic insestment, for which 
we need a two pronged thrust (a) a more 
purposivt attack on the ‘dissaving’ 1^ 
goscrnmeni admimstraiion bs raising more 
uses and by improving ihc functioning of 
goMinment inteipriscs and (b) an attempt 
to increase the savings ol the community by 
stimulating ‘local area planning' through 
devolution ol both authority and linances 
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Sustaining industrial 
growth through 
water management... 


ByderaMNelnpiiIitu 
Sii|^&Sewing Board 

Khairatwad, Hyderabad*500 004. 




The inevitable spin off from industiial 
development is urban congestion. Ihe 
steadily biaeasing demand for dvic 
amenities puts great pressure on pidi; 
utilities and calls for arnslant upgia^ 
iitnovations. 

Hytbrabad is no exception to this syndrome, 
lire quality of bfo in this dty of over 30 
lakh people depends on a system of 
water supply and sewerage. Hydedbad 
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SPECIAL STATISTICS 




Tablis 2* Government's Receipts . 

CVDIf} 



1991-92 

1990-91 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

1982-83 


Budget 

Revised 

Budget 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

I Revenue Receipts 

65524 

57381 

55344 

522% 

43591 

37037 

33083 

28035 

23466 

19711 

17036 

(a) Gross tax revenue (1 -t2) 

66218 

58916 

57988 

51636 

44474 

37666 

32838 

28670 

23471 

20722 

17696 

(1) Ihxes on income 












property and capital 
transactions 

11668 

12105 

11152 

9924 

8783 

6742 

6236 

5563 

4627 

4320 

3873 

0 / which 

Corporation tax 

Ikxes on income 
other than corporation 

5400 

6350 

5289 

4729 

4407 

3433 

3160 

2865 

2556 

2493 

2185 

tax 

6027 

5560 

5676 

5<K)4 

4241 

3192 

2879 

2511 

1928 

1699 

1570 

Wealth tax 

230 

190 

175 

179 

122 

101 

174 

153 

108 

93 

90 

(2) Ihxec on commodities 












and services 

54350 

46811 

46836 

41712 

35691 

30924 

26602 

23107 

18844 

16402 

13823 

qf which 

Custom duties 

26410 

20800 

20625 

18036 

15805 

13702 

11475 

9526 

7041 

5583 

5119 

Excise duties 

26414 

24500 

24735 

22406 

18841 

16426 

14470 

12956 

11151 

10222 

8059 

(b) States' and UTs' share 












ot tax revenue 

15723 

14598 

14481 

13287 

10723 

%51 

8519 

7530 

5820 

5281 

4679 

(A) Centre's net tax 












revenue (a-b) 

50495 

44318 

43507 

38349 

33751 

28015 

24319 

21140 

17651 

15441 

13017 

(B) Non tax revenue 

15029 

13063 

11837 

13947 

9840 

9022 

8764 

6895 

5815 

4270 

4019 

(1) Interest leceipts 

11009 

9573 

9519 

8466 

6981 

5755 

5353 

4595 

3%3 

2668 

2852 

(2) Dividends and profits 

967 

779 

721 

715 

475 

605 

507 

515 

407 

451 

419 

(3) Other non tax revenue 

3053 

2711 

1597 

4766 

2384 

2662 

2904 

1785 

1445 

1151 

748 

li Capital Rpceipts 












(A + B + C+D + l +I- + 0) 

(A) Market borrowings 

38174 

38564 

30198 

30018 

29878 

2^108 

21572 

19315 

16421 

14406 

10995 

(net) (a b) 

7500 

8000 

8000 

7404 

8418 

5862 

5532 

4884 

4095 

4038 

3771 

(a) Gross 

8918 

8988 

8988 

8044 

8894 

6684 

6570 

5543 

4583 

4382 

4137 

(b) Repayments 
(B) External borrowings 

1418 

988 

988 

640 

476 

822 

1038 

659 

488 

344 

366 

(net) (a b) 

3510 

3984 

4327 

2595 

2460 

2893 

2024 

1449 

1452 

1338 

1656 

(a) Gross 

6915 

6241 

6449 

4443 

4016 

4069 

3040 

2145 

2003 

1892 

2190 

(b) Repayments 

3405 

2257 

2122 

1848 

1556 

1116 

1016 

6 % 

551 

554 

534 

(C) Recovery of loans (net) 

(D) Small savings (centre’s 

5666 

6005 

4576 

4980 

4597 

4180 

3491 

2773 

2750 

2793 

2730 

share) (a b) 

1135 

1230 

500 

2833 

1630 

814 

611 

1466 

1781 

1137 

619 

(a) Total net collections 

8000 

8000 

5000 

8575 

5835 

3911 

3411 

4369 

3716 

2536 

1723 

(b) loans to slate 

6865 

6770 

4500 

5742 

4205 

3097 

2800 

2903 

1935 

1399 

1104 

(E) Net provident fund 

1300 

1200 

1580 

1115 

%1 

893 

767 

419 

364 

228 

525 

(F) Special deposits 

(G) Other items of capital 

7763 

8004 

7272 

7970 

6151 

4381 

3913 

1001 

1315 

1021 

838 

receipts (net) 

4435» 

3371 

3943 

2621 

1456 

3288 

2434 

4420 

2729 

2452 

856 

III ToUl Receipts (l+lll 

IV Central Oovemmeni s Drill 

103698 

95945 

85542 

82314 

73469 

62445 

54655 

47350 

39887 

34117 

28031 

(a+b) 

206711 

183183 

182888 

161536 

140244 

121869 

106612 

89192 

75174 

65383 

60621 

(a) Internal debt 

171589 

151352 

151037 

133193 

114498 

98646 

86313 

71039 

58537 

50263 

46939 

(b) External debt 

35122 

31831 

31851 

28343 

25746 

23223 

20299 

18153 

16637 

15120 

13682 

Ratios (perrenlagesl 

(1) Centre’s tax revenue to 
total revenue 

(2) Taxes on income propciis 

77 1 

77 2 

78 6 

73 3 

77 4 

75 6 

73 5 

75 4 

75 2 

78 3 

764 

and capital to gross tax 












revenue 

17 8 

2 | I 

19 2 

19 0 

201 

18 2 

18 8 

19 8 

19 7 

219 

219 

(3) faxes on income, piopciiv 












and capital to GDP ai 
market prices 





22 

20 

’1 

21 

20 

21 

22 

(4) Thxes on commodities 












and services to GDP ai 
market prices 





9 1 

93 

91 

88 

82 

79 

78 

(5) Central government’s debt 












to GDP at market prices 





35 9 

36 7 

36 3 

340 

326 

316 

341 

(i) External debt 





29 3 

29 7 

294 

271 

25 4 

243 

264 

(ii) Internal debt 





66 

70 

69 

69 

72 

73 

77 


* includes Rs 2300 of disinvesimeni ul equity holdinti in Public Sector Enterprise 
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Taiu 3: CkmnNMBNr’s EiMNorruu 


(M* croft} 



1991-92 

Budget 

1990-91 

Keviaed 

1990-91 

Budget 

1989^90 

Actuals 

19M-89 

Actuals 

1987-88 

Actuals 

198647 

Actuals 

1985-86 

Actuals 

1984-85 

Actuals 

1M3-84 

Actuals 

198243 

Actuals 

IW—JI—EaperedHwre 

79697 

76761 

64314 

64505 

32960 

44032 

39920 

32811 

27026 

21496 

17774 

(A) Imereti paymenti 

27450 

2ISS0 

20850 

17735 

14278 

1I2SI 

9246 

7512 

5974 

4795 

3938 

(B) Detaice 

16350 

15750 

15750 

14416 

13141 

11968 

10477 

7988 

7061 

5831 

3(01 

(C) Subtidki 

10395* 

I2I2I 

10624 

10677 

7732 

5980 

5431 

4796 

4038 

2749 

22 & 

(ORtod 

2600 

2450 

2200 

2476 

2200 

2000 

2000 

1650 

not 

833 

711 

(3) FmlBien 

4000 

4400 

4000 

4601 

3201 

2164 

1898 

1924 

1928 

1042 

603 

(3) Export pramoiioni 

(4) Other lubtidies 

1224 

2700 

2316 

2089 

1386 

962 

785 

603 

518 

463 

477 

1071 

1071 

2108 

1511 

945 

854 

768 

619 

491 

409 

471 

(D) Ocnenl tervices 

6629 

7186 

5641 

5283 

4979 

4388 

3633 

3030 

2051 

2017 

1680 

qf which 

PoUde 

ns8 

158! 

1394 

1298 

1132 

980 

819 

631 

520 

429 

363 

(E) Social tervices 

2046 

1855 

1891 

1340 

1293 

1309 

1206 

877 

669 

547 

412 

(I) Education 

758 

720 

664 

536 

474 

608 

499 

328 

242 

223 

209 

(2) Heahh and family welfare 

261 

239 

242 

139 

140 

163 

145 

117 

91 

79 

71 

(3) Labour and employment 

319 

267 

271 

251 

231 

163 

232 

166 

159 

93 

76 

(4) Information and 
brondcasting 

345 

301 

310 

221 

ISO 

164 

125 

99 

S3 

18 

24 

(S) Other social services 

363 

328 

404 

173 

298 

211 

205 

167 

124 

134 

32 

(F) Economic services 

2618 

2640 

2777 

2792 

1944 

1894 

1437 

1361 

1406 

1034 

1010 

(I) Agriculture and allied 
services 

391 

404 

427 

381 

261 

243 

164 

243 

265 

177 

21 

(2) Energy, industry 
and mineials 

821 

959 

748 

1096 

672 

80S 

469 

381 

748 

423 

177 

(3) t>«iupon and 
communications 

302 

280 

287 

277 

232 

207 

183 

ISO 

6 

42 

202 

(4) Science; technology 
and environment 

623 

554 

567 

574 

427 

376 

343 

297 

237 

203 

197 

(S) Postal deficit 

243 

150 

492 

260 

170 

191 

215 

162 

124 

73 

79 

(6) Other economic services 

481 

443 

256 

464 

352 

263 

278 

290 

150 

189 

334 

(G) Expenditure on union 
territories without legislature 

985 

953 

922 

1098 

725 

437 

556 

413 

321 

284 

253 

(H) Grants to slates and 
union territories 

2613 

2930 

2986 

2167 

2186 

1789 

1714 

1786 

1027 

879 

824 

(I) Other grants 

181 

222 

190 

123 

124 

139 

114 

81 

89 

90 

78 

(J) Loans and advances to 
state and union territories 

6934 

7356 

56 

5793 

4293 

3134 

3722 

4206 

3272 

1976 

87 

(K) Other loans 

2077 

2521 

1643 

1722 

1107 

905 

1769 

217 

141 

778 

19M 

(L) Non-plan capital expenditure 

1176 

1227 

1182 

1099 

788 

667 

380 

382 

853 

443 

245 

U PIm Outlay 

33725 

29956 

30192 

28401 

26151 

24209 

22996 

19854 

16606 

14038 

ll«3 

(A) Budget support for 
central plan 

19015 

17594 

17344 

18159 

16333 

14458 

ISOOI 

12791 

1ISI7 

9220 

7456 

(1) Economic services 

14517 

14108 

I372I 

14852 

13073 

II7S6 

12809 

10932 

9784 

7805 

6424 

(a) Agriculture and 
allied services 

1813 

1358 

1546 

1330 

1275 

nil 

1375 

1302 

1086 

1117 

933 

(b) Rural development 

2702 

2532 

2664 

2637 

1753 

1844 

1360 

706 

729 

383 

244 

(c) irrigation and flood 
controls 

267 

186 

224 

191 

209 

158 

114 

58 

74 

47 

54 

(d> industry and minerals 

2412 

2789 

4438 

2828 

2846 

3018 

5074 

4483 

3918 

3452 

2439 

(e) Energy 

3083 

3707 

2146 

4140 

3575 

2916 

1566 

1789 

1514 

995 

1171 

(0 'Ttanspon 

2563 

2313 

2272 

2419 

2411 

2015 

2088 

1602 

1381 

1144 

1081 

(g) Communications 

92 

III 

-34 

285 

194 

151 

616 

472 

451 

358 

277 

(h) Science, technology 
and environment 

%l 

749 

102 

636 

660 

499 

477 

445 

404 

245 

94 

(i) General economic 
services 

624 

365 

363 

386 

ISO 

44 

139 

73 

227 

64 

131 

(2) Social services 

4473 

3463 

360S 

3254 

3202 

2633 

2134 

1801 

1593 

1363 

1012 

(a) Education, arts 
and culture 

1127 

V.S2 

KKII 

902 

1063 

645 

398 

297 

212 

153 

192 

(b) Health and family 
welfare 

1051 

1040 

950 

864 

872 

750 

728 

690 

637 

552 

211 

(c) Water supply, sanita¬ 
tion, housing and 
urbw development 

1003 

558 

591 

514 

456 

287 

382 

381 

319 

310 

117 

(d) Information and 
broadcasting 

305 

179 

271 

284 

225 

198 

232 

106 

101 

65 

33 

(e) VWIfare of SC/ST and 
other backward classes 

414 

321 

320 

339 

299 

234 

218 

203 

206 

183 

149 

(0 Labour and 
labour welfare 

95 

49 

85 

.31) 

20 

15 

15 

10 

12 

7 

298 

(g) Social welfare and 
nuirition 

478 

364 

387 

321 

267 

504 

161 

114 

106 

93 

0 

(h)Others 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

12 

(3) General services 

25 

23 

18 

53 

58 

69 

58 

58 

140 

32 

20 

(B) Central assistance for state 
plans 

13428 

11354 

11778 

9194 

9082 

8923 

7079 

6383 

4554 

4356 

4043 

(Q Central assistance lor union 
territory plans 

1282 

1008 

1070 

848 

736 

828 

916 

680 

535 

462 

414 

111 Iblal Eapendilurr 

113422 

106717 

94706 

92906 

79111 

68261 

62916 

52665 

43632 

3SS34 

29687 

Defence expenditure as per 
cent of total expenditure 

14.4 

14.8 

16 6 

15 5 

16.9 

17.5 

16.7 

15.2 

l6Ji 

16.4 

16.9 

Plan outlay as per cent of 
total expenditure 

29.7 

28.1 

319 

30 6 

33.1 

35.5 

36.5 

37.7 

38.1 

39.5 

40.1 


* Includes debt relief lo farmere Rs 1500 
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Tasu 4; Revenue feom Custom Doties 


iHsaorti 



1991-92 

Budget 

1990-91 

Revised 

1990-91 

Budget 

1989-90 

Aauals 

198849 

Actuals 

1987-88 

Actuals 

1986-87 

Actuals 

1985-86 

Actuals 

198445 

Actuals 

198344 

Actuals 

198243 

Actudi 

Gnat Caalome Uullm 

27357 

21562 

22089 

18562 

16234 

14059 

11771 

9785 

7235 

5760 

5239 

Refunds and dutydrawbacks 

948 

762 

629 

654 

479 

424 

300 

267 

241 

191 

194 

Net cisaloim duties 

26410 

20800 

21460 

17900 

15755 

13635 

I147I 

9518 

6994 

5569 

5045 

(1) Import duties 

27015 

21323 

21838 

18326 

16019 

13825 

11507 

9572 

7071 

5617 

5119 

(26071) 

of which 

(20561) 

(21213) 

(17675) 

(15546) 

(13405) 

(11209) 

(9309) 

(6834) 

(5428) 

(4930) 

Fruits 

Anunal or vegetable fats and 

128 

97 

70 

80 

77 

63 

67 

48 

45 

51 

49 

oils, etc 

582 

520 

431 

249 

626 

619 

271 

92 

74 

49 

35 

MinenI substances 

Petroleum oils and oils obtained 

283 

210 

171 

153 

120 

90 

76 

58 

59 

86 

60 

from bituminous minerals, crude 

3390 

3150 

2710 

2149 

1917 

1862 

857 

755 

138 

25 

17 

Other mineral fuels, oils, waxes, etc 

472 

150 

161 

165 

160 

84 

56 

37 

66 

25 

24 

Chemicals and pharmaceuticals 

2260 

1874 

1919 

1613 

1408 

995 

933 

1013 

790 

541 

428 

Dyes, colours, paints and varnishes 

227 

180 

151 

131 

100 

91 

99 

59 

53 

48 

33 

Plastic and articles (hereof 

1803 

1400 

1229 

997 

869 

703 

597 

475 

306 

231 

226 

Manmade filaments and fibres 

530 

431 

194 

328 

219 

198 

276 

291 

179 

246 

391 

Iron and sttel, etc 

2807 

7180 

2212 

1926 

1662 

1203 

844 

1012 

784 

544 

574 

Copper 

Machinery, machinetools, electrical 

664 

525 

572 

439 

411 

401 

238 

315 

194 

205 

169 

machinery 

5191 

1805 

1565 

1584 

2689 

1946 

2063 

2114 

2962 

1729 

1498 

Motor vehicles and parts thereol 

466 

140 

179 

297 

265 

235 

251 

190 

141 

109 

104 

Instruments (optical, surgical, etc) 

489 

160 

122 

117 

191 

175 

212 

171 

133 

109 

107 

Ihojects imports 

1747 

1125 

1520 

960 

1154 

1710 

1106 


w. 

—W 


(2) Export duties 

Neg 

1 

6 

6 

26 

49 

83 

70 

70 

70 

57 


(0) 

(1) 

(6) 

(5) 

(21) 

(47) 

(82) 

(68) 

(67) 

(69) 

(56) 

(3) Cesses on exports 

46 

14 

40 

12 

10 

25 

17 

IS 

14 

13 

13 

of which 

(45) 

(11) 

(19) 

(11) 

(10) 

(24) 

(17) 

(15) 

(14) 

(12) 

(ID 

Coffee 


2 

1 


1 

1 

1 

1 

1 

1 

1 

Ibbacco (unmanufactured) 

2 

1 

2 

1 

1 

1 

1 

1 

1 

1 

1 

Marine products 

8 

6 

6 

5 

4 

4 

4 

3 

3 

2 

3 

Iron ore 

1 

-I 

1 

■) 

2 

■> 


2 

2 

1 

1 

(4) Other receipts 

297 

205 

205 

.98 

159 

16) 

164 

127 

80 

60 

51 


(291) 

(201) 

(202) 

(196) 

(156) 

(l'9) 

(163) 

(126) 

(78) 

(60) 

(48) 


Notes (I) Figures in brackets aie net of refunds and drawbacks (2) Due to change in hudcti heads from t986 87 the figures (or years prior to 
1985 86 individual commodities are not strictly comparable (1) Data on individual commodities lor year 1985 86 are revised budget figures 
and not actuals (4) Due to rounding oil totals do not tails 


Tabu 5 Kisinui i rom Union Ext tsi Diiiits 



1991 92 
Budget 

1990 91 
Revised 

1990 91 
Budget 

1989 90 
Actuals 

1988 89 
Actuals 

1987 88 
Actuals 

1986 87 
Actuals 

1985 86 
Actuals 

1984 85 
Actuals 

1981 84 
Actuals 

1982 83 
Actuals 

Gioas UnioD Exrite DuUm 

(eaduding eleciricity) 

27075 

25001 

25510 

22670 

19122 

16591 

14544 

11070 

10945 

10116 

7981 

Raftinds and dutydmbacks 

661 

SOI 

385 

380 

2% 

169 

56 

63 

81 

89 

132 

Net Union Excite Dutir* 

26414 

24500 

25125 

22290 

18825 

16422 

14489 

13007 

10864 

10027 

7849 

(A) Basic excise duties 

21758 

19818 

20072 

17719 

15308 

11216 

12016 

10881 

8930 

8259 

7094 

(21097) 

(19316) 

(19687) 

(17339) 

(15012) 

(11047) 

(11960) 

(10818) 

(8848) 

(8170) 

(6962) 

of which 

lha, etc 

82 

80 

87 

79 

77 

77 

73 

81 

62 

54 

54 

Vegetable oils and fats, etc 

117 

100 

126 

103 

100 

104 

68 

140 

66 

61 

59 

C^ane or beat sugai, etc 

235 

224 

204 

200 

185 

164 

140 

127 

148 

161 

168 

Molasses 

74 

63 

41 

52 

26 

16 

9 

8 

9 

8 

8 

Ibbacco manufactures 

1803 

1648 

1653 

1506 

1291 

1158 

1013 

990 

783 

769 

582 

Cement of all soru 

1171 

1065 

1058 

951 

898 

870 

826 

746 

650 

560 

336 

Kerosene 

282 

267 

101 

268 

241 

250 

233 

204 

164 

176 

168 

Motor spirit 

1166 

1276 

1339 

1201 

1034 

901 

814 

755 

678 

527 

559 

R Doll 

806 

768 

857 

731 

683 

646 

596 

575 

425 

423 

380 

Cosmetics, toilets, soaps, etc 

400 

359 

338 

306 

278 

256 

194 

155 

125 

97 

88 

Plastic and articles thereof 

SOO 

462 

491 

441 

359 

280 

254 

— 

— 

— 


Tyres and tubes, etc 

890 

824 

900 

629 

676 

557 

520 

480 

410 

400 

403 

Cotton and cotton yarn 

210 

197 

184 

129 

118 

119 

140 

132 

109 

109 

83 

Iron and steel and anicles 

1226 

1166 

1339 

1070 

829 

631 

537 

481 

377 

366 

381 

Aluminium and articles 

627 

575 

609 

523 

271 

194 

157 

161 

146 

115 

112 

Refrigerators and air conditioners 

215 

205 

233 

180 

153 

126 

108 

78 

49 

53 

57 

Motor cars, tractors, etc 

631 

575 

602 

437 

334 

381 

315 

440 

383 

322 

306 

(B) Additional duties on textiles and 

textile articles 

383 

301 

280 

209 

189 

176 

185 

160 

159 

146 

83 

(Q Additional duties in lieu of sales tax 

1815 

1680 

1656 

1475 

1276 

1147 

III! 

928 

811 

680 

496 

of which 

Sugar, etc 

265 

253 

231 

229 

226 

197 

163 

148 

167 

135 

116 

Ibbacco products 

881 

804 

806 

659 

526 

508 

481 

469 

30l 

298 

214 

Ibttile products 

669 

623 

617 

587 

524 

438 

460 

329 

253 

247 

166 

(D) Cess on commodities 

1119 

3203 

3503 

1267 

2348 

2052 

1232 

1101 

1045 

1031 

307 

of which 

Crude oil 

2750 ’ 

■^2857 

3149 

2947 

2029 

1770 

980 

873 

844 

839 

196 

CmI and coke , / 

. *>. 

‘ 75 

77 

70 

65 

58 

63 

66 

58 

56 

35 
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C/eaner envinmment 

Making industrial plants healthier and pleasanter to work in. Mitigating the 
undesirable impact of industrialisation. Preserving the ecological balantx. Ikaturco is 
committtm to these objectives and provides a wide range of environmental 
engineering (EE) services. 

Impressive track recorcf 

For more than three decades, Dasturco has built extensive pollution abatement 
systems in various projects handled by it. In India and abroad. Complying with 
stringent national/international standards. 

Global recognition 

Dasturco's EE expertise is internationally acclaimed. Its services have been called in by 
UNIDO for a study on pollution control in Brazil's integrated steel plants. Also by 
UNEP to assist in preparing the guidelines for environmental pollution control in 

the iron and steel industry. 
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Experienced Promoters. 
World-class Technology. 



sore Petro Chemicals now promotes IQ Petrochemicals. A100% Export 
iented Unit with the equity paiUcipa^n, technology and Assured Export 
Arrangement from world-renowned, LurgI, Germany. 

Ifs a sound combination for you. 
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Women in Hindutva Movement 

A sinister feature of the Hindutva movement has been the projection of 
the militantly communal Hindu woman in a variety of unprecedented 
ways The Rashtrasevika Sunni, the women's wing of the RSS, 
and the Ram Janmabhoomi movement 20S7 
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An evaluation 20S3 
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Deregulation Peiilh 

Dtregulation ot financial services 
now propounded in CjATT b> iht US 
and others is fraught with dangerous 
lonsequences and not only for the 
third world Warning signals 
from BC CI crash 204S 

Technology and 
Liberalisation 

I he patierii ol behaviour of Indian 
firms in regard to budding up (heir 
technological capability dunng the 
economic liberalisation phase in the 
IVtiOs holds some important lessons 
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Public accountabiliiy can be 
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with control M 78 


Corporate Democracy! 

The proxy collection drive launched 
by the Ambanis lor the EGM of 
L&T would suggest that the cult 
of booth capturing i, perhaps 
being extended to corporate 
disputes 2041 

Industrial Relations 

Relations of production musi change 
with changes m productictn 
processes However, in real life, while 
changes jn production processes are 
harbingers of organisational change, 
production relations tend to reinfonx 
the status quo A case study 
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Eighth Plan Farce 

With the shadow of the IMFWorld 
Bank combine looming large over 
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carry conviction ai#7 
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anniversary 2063 
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case of the Tehri project 2047 
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LETTER TO EDITOR 


Towards Consensual 
Politics 

SOME of Ajit Roy’s remarks (June 15) 
have proved to be prophetic. There is no 
one party or coalition with an absolute 
majority. The largest single party. Con- 
gress(I) has been invited by the president 
to form the government which of course 
is a minority one. A firm parliamentary 
majority is no more there. A basic shift 
in the existing correlation of foices is very 
much on the agenda The idea of a 
socialist revolution, according to Roy, is 
far in the offing and for the present what 
we can think of is a neo-Nehruvian 
model. But he has not developed the idea 
any further even as he has sketched a 
strategic conception and then the tactical 
tasks. He has talked about a broad centre- 
left alliance which would address the neo- 
Nehruvian model of development. Fur¬ 
ther. he says, “the mam tactical tasks 
should be to isolate the BJ P and its sym¬ 
pathisers on the one hand and to mobilise 
the bourgeois democratic elements as far 
as possible on a wide platform ideational- 
ly motivated by the left, on the other”. I 
strongly feel that if BJP is isolated by non- 
BJP opposition making an alliance with 
the Congiessd), the ruling party, the con¬ 
sequence would be that all the negative 
votes in the next election will be cast in 
favour of BJP, strengthening the BJP in 
the process. Another important point is 
the weakness of the analytical method by 
which one first identifies the main enemy, 
then becomes part of the mobilisation 
against it and then, stage by stage, deals 
with all the enemies. This ‘stagist ap¬ 
proach’ does not really address the diverse 
world views and realities of the Indian 
context which demand the 'simultaneous 
operations and interactions of number of 
factors and processes’. 

Both Congress(I) and BJP nurture the 
idea of a centralised rule with an absolute 
majority promising 'national integration’ 
and 'stable administration’. It might be 
true had the NF-LF alliance been elected 
with an absolute majority it's rule also 
would have been a prototype of the cen¬ 
tralised Congress(I) rule But the logic and 
the dynamics of the very configuration of 
NF-LF alliance contradict a centralised 
rule and demand a consensual political 
process. Now that consensual politics has 
emerged in the political scene through a 
hung parliament. As a ruling party, Con- 
gressfl) cannot exercise its authority with 
all the 'luxuries’ of a ruling party and the 
opposition no more enjoys the privileged 
position by which it can put the blame for 


everything on the ruling party as it has to 
share the responsibility of at least the 
major consensus decisions. In one sense 
this is the strength of the NF-LF alliance 
despite its fewer seats in parliament—it 
could force the ruling party to a minority 
status and subject it to consensual politics. 
As a result of this the nature of both the 
ruling party and the opposition undergoes 
changes. Identities of both are expressed 
at the level of how one is addressing key 
issues affecting the nation or how one 
plays one’s cards in the resolution of con¬ 
tradictions existing in the country. 

While NF-LF alliance would be acting 
this role in the 'opposition’ it should con¬ 
tinue Its search for a new political model 
of consensus-building among diverse and 
pluralist forces based on nationalities, 
ethnicities, raste/class identities and 
movements based on issues affecting the 
nation Consensual politics is basically 
anti-authoritarian and it is precisely 
because of this characteristic that the Nl- 
l.F alliance is poised against both BJP 
and Congress(l). Values like democracy, 
secularism, etc, arc translated afresh into 
concrete issues and slogans (Mandal, 
masjid, etc) and they remain reference 
points for consensus-building among 
partners of NF-LF alliance. As the 
consensus-building politics asserts itself 
the classical right-left analytical frame 
recedes to the background. The traditional 
left parties, although they are part of this 
political praxis, have failed in giving it a 
theoretical articulation. But then what is 
more important is practical politics to 


which they make definite contributions. 

A neo-Nehruvian model would perhaps 
envisage a controlled economic process 
and centralised planning. But the recent 
trend in the glotal economic process is to 
decontrol the national economies and to 
consider the whole world as a single 
economic unit. Hie US-EEC-Japan axis 
at the helm of global politico-economic 
affairs, despite their competition among 
themselves, will see that any resistance to 
their riding high will be either neutralist 
or suppressed thanks to the eclipse of the 
socialist camp and the impotency of the 
NAM. We have seen Iraq biting the dust 
and now Yugoslavia is getting Balkanis- 
ed; so the chances of any single nation 
putting up a fight and coming out suc¬ 
cessfully seem to be quite bleak. National 
sovereignty has almost become a myth. 
Any new move on the basis of nationa¬ 
lities, ethnicities, marginalised com¬ 
munities are neutralised and co-opted. 
The main trap is the 'development’ model 
pursued by the given leadership of the 
poor nations in the hands of the mono¬ 
polies. They should be isolated. The poor 
nations and nationalities, ethnic and 
marginalised communities of the world, 
today must address the development ques¬ 
tion on a new basis with a concerted and 
a co-ordinated fight on a global plane, 
perhaps taking lessons from the eclipse of 
socialist camp/NAM models. 

K M Thomas 

Dynamic Action 
Thiru valla 
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Waiting Game 


F OLIOWING a private member’s resolution moved bv 
the CPI(M)’s loyneil Abedin seeking restrictive legista 
tion on religious places, the Places of Worship (Special Pro 
visions) Bill has been introduced in parliament 1 he state 
ment of objects and reasons oi the bill pre empts attempts 
at inciting controversy in respect of places of worship in 
existence on August 15, 1947 by proposing that their status 
remain the same as ii was on that date The disputed sue 
at Ayodhya that is currently at the centre of protracted 
conflict and shrines in Jammu and Kashmir aic exempted 
from the purview ol the bill To take retrospective elfect from 
July II, 1991 the bill stipulates impiisonmcnt up to thicc 
years and a fine for contravention of its provisions 
A bill that should on the face ot it have in\ itcd strident 
attacks from the BJP and kindred mass fronts has on the 
contrary attracted some nonchalant, almost disinterested 
protest Certainly the party voiced us opposition to the bill 
in tonal variations that ranged from the more sophisticated 
technical criticisms of laswant Singh to some sectarian 
rabble-rousing by its more rudimentary members But these 
protests have been confined within more or less parliamen 
tary limits and the controversy is scarcely of the magnitude 
that was perhaps anticipated and possibly even desired bv 
sections of the political establishment The suspicion that 
these protests are entirely for the record and no mote may 
not be altogether unfounded 
The political motivations behind the introduction of the 
bill and those behind the BJP’s subdued reaction fit well into 
■he pattern of politics that has evolved in the post election 
phase At one level both reflect a carefully nuanced process 
of vying for the Congress{I)’s attentions The unwritten 
entente within parliament between the Congress and the BJP 
has shown little sign of wear and tear, much to the dis 
comfiture ot the National Front and the left Forcing the 
Congress to take an open stand to the detnment of 
‘Hindutva’ apart from projecting the desired image to the 
minorities had also the potential of providing an edge of 
tension to the relations between the Congress and the BJP 
Suggestions of an ongoing realignment involving the 
Congress and the Janata Dal, that were simultaneously in 
circulation, were too well timed to have been accidental The 
intention may well have been to publicise a possibility and 
entice a realignment with the bill as a catalyst 
The bill’s potential appears not to have been realised, at 
least for the present The Congress, reluctant to foreclose 
any options regarding outside support, is content to be rov 
and accommodative. Under pressure from the National Front 
and the left, it conducted itself impeccably For its part 


the Congress has been discreet about an unavoidable 
commitment to sec the bill through parliament, leaving the 
more vigorous defence of the bill to the opposition An added 
if minor reprieve for the Congress is that support for the 
bill will silence, even if only momentarilv those within the 
party who are inclined to embarrass the leadership by 
publicly criticising any act of overt or covert co-operation 
with the BJP As tor the BJP the tepid response suggests that 
It sees little profit in an immediate confrontation B' merely 
displaying its indignation m parliament, voting againM the 
bill and then allowing the whole issue to subside it may have 
far more to gam A handful of perfunctory ‘countrywide’ 
agitations and some well modulated protests can take care 
ol Its Hindutva ciedentials while the bill, when eventually 
passed, will partly take care of the task of keeping the VHP 
m check 

The more immediate problem that the BJP faces vn-a vis 
the VHP IS the Ayodhya dispute Though the VHP leader¬ 
ship IS Itself cautious about making things too difficult lor 
the kalyan Singh governmeni in UP, compelled on account 
of restive cadres to be seen to be taking the initiative, it 
periodically issues ultimatums to the state government which 
being in no position to oblige has been proceeding with a 
degree of circumspection Should the VHP, feeling the need 
to distance itself from this inactivity, lay claim to the other 
two sites—Krishnajanmabhoomi and Kashi Vishwanath— 
as a diversionary move at a time when the BJP finds it 
inopportune, the latter can evade the dilemma of having to 
be the restraining influence In such an instance the act can 
be allowed to regulate its relationship with the affiliated 
organisation 

The party may also see little reason to rupture the surrep¬ 
titious goodwill that exists between it and the Congress 
Between the fall of the National Front government and the 
general election the BJP made a virtue of its isolation 
Following the elections, as the largest opposition in a hung 
parliament, the BJP has manoeuvred itself into a fairly 
profitable bargain Forfeiting this over what is currently a 
non-issue for it is scatcely in keeping with the party’s 
pragmatism Most importantly, the BJP after its recent mass 
undertaking is fully alive to the limitations of mere legisla¬ 
tion in the face of hysterical opposition Should it see the 
need to deviate from, its present line of moderation, a 
campaign can easily be mobilised against the ‘black law that 
deprives the devout of their fundamental right to worship 
And as the ‘rath yatra’ to Ayodhya has amply demonstrated, 
a placid interregnum need not necessarily subtract from the 
pitch to which frenzy can be whipped up 
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PUBLIC DISTRIBUTION SYSTEM 

Fact and Fancy 

THE public distribution system for 
foodgrains and a few other essential con¬ 
sumption articles has figured prominent¬ 
ly in the public pronouncements of the 
prime minister, no doubt in an attempt to 
foster the impression that in all the hard- 
headed pursuit of market-dictated 
economic efficiency under the supervision 
of the IMF social welfare concerns are not 
being jettisoned altogether. In his in¬ 
dependence day address Narasimha Rao 
had announced that the PDS would be ex¬ 
tended to 1,500 blocks in remote areas on 
a priority basis. And last week he in¬ 
augurated the meeting of the advisory 
council on the PDS with a rather lengthy 
address and told the assembled chief 
ministers—not too many were present 
though~and state food and civil supplies 
ministers that he would call another 
meeting after a month to work out details 
for making the PDS effective in the more 
remote and backward areas. 

Certainly no one can say that the prime 
minister’s focus on the PDS is unwarran¬ 
ted. With the rise in prices rapidly gather¬ 
ing momentum after the devaluation of 
the rupee and in the wake of the 1991-92 
budget proposals, the PDS~cven such as 
it is, confined, with (he exception of one 
or two states, largely to the urban areas 
and not covering even these fully or 
adequately—will need to play a major role 
in protecting the essential consumption ol 
the people within its reach. However, the 
available indications about whai the 
government actually proposes to do in 
regard to the PDS do nor quite match the 
prime minister's verbal concern. 

Ihke the budget: the finance minister’s 
decision to step up the provision for food 
subsidy to Rs 2,600 crorc in 1991-92, com¬ 
pared with only Rs 1,800 crore provided 
in the Chandra Shekhar government’s in¬ 
terim budget and Rs 2,450 crore allocated 
in the revised estimates for 1990-91, would 
seem a rather bold move in the face of the 
IMF's injunction to do away with all sub¬ 
sidies. But the convoluted arithmetic con¬ 
tained in the budget documents does not 
quite bear out this impression A com¬ 
parison with the 1990-91 budget shows 
that the Food Corporation of India’s 
average sales realisation—which, it is to 
be presumed, would reflect (he istiue prices 
of the grain distributed through the 
PDS—would be higher by just over 15 per 
cent this year compared to last year in the 
case of wheat (Rs 229.42 per quintal 
against Rs 199.05 per quintal) and by 
nearly 29 per cent in the case of rice 
(Rs 375.22 per quintal against Rs 291.20 
per quintal) and (he subsidy per quintal 


is to be reduced from Rs 116.22 to 
Rs 111.92 for wheat and very much more 
sharply from Rs 128.03 to Rs 80.50 for 
rice. Is (his lowering of the subsidy per 
quintal to be squared with the larger 
amount of food subsidy provided in the 
1991-92 budget in terms of larger quan¬ 
tities of foodgrains proposed to be 
distributed through the PDS this year? 
But no; the expected offtake of foodgrains 
from the FCI's stocks is kept exactly at la.st 
year’s level—a neat 85 lakh tonnes each 
for rice and wheat. Thus the purported 
increase in food subsidy in the 1991-92 
budget remains .something of a puz/le. 

In his address to the PDS advisory 
council the prime minister pointed out, 
quite correctly, that the government’s 
employment generation programmes pro¬ 
vide a very effective means of ensuring 
that the grain distributed through the PDS 
reaches the neediest sections of the people 
and suggested a target of supply of 
20 lakh tonnes of grain to (hose who seek 
employment under the.se programmes 
through a part-cash-part-kind wage pay¬ 
ment system. The suggestion is by no 
means novel, but both the centre and the 
states arc evidently becoming progressively 
less willing to act upon it. 

The annual report of the department of 
food for 1990-91 shows that the quantity 
of gram supplied under the employment 
generation programmes was 24 lakh 
tonnes in 1986-87, 10 lakh tonnes in 
1987-88,4 lakh tonnes in 1988-89, 2 lakh 
tonnes in 1989-90 and a grand 6,000 
tonnes in 1991-92. The report does not, of 
course, attempt anything so indiscreet as 
to look for explanations for (his steep and 
steady decline, but what is significant is 
that, apart Irom the prime minister, none 
of the others, including the state chief 
ministers and ministers of food and civil 
supplies, at the PDS advisory council 
meeting were at all concerned about it 
This is undoubtedly an accurate measure 
of how much they really care about the 
PDS serving the needs of the poor and 
that being the case the follow-up meeting 
which the prime minister has called after 


a month specifically to discuss ways of ex¬ 
tending the PDS to remote and backward 
areas will be just so much waste of more 
public money. 

PUNJAB 

Familiar Charade 

MOVES are reportedly afoot for discus¬ 
sions between the Congress and the other 
main political parties on the holding of 
elections in Punjab. A plausible inference 
is that even on the Congress, or at least 
on a section of it, realisation has dawned 
that the mechanical pursuit of the 
methods dictated by the received wisdom 
on Punjab is no longer profitable. On the 
other hand, it is more than just probable 
that the prime minister’s initiative is part 
of the now familiar charade enacted 
whenever constitutional obligations 
relating to Punjab have to be fulfilled. On 
the present occasion what is exercising the 
ruling party is not only the November 
1991 deadline for the renewal of presi¬ 
dent’s rule. There is the additional and 
more immediate inconvenience of having 
to deal with the existing notification for 
the elections that were originally schedul¬ 
ed to be held on June 22 but were 
postponed whimsically by the chief elec¬ 
tion commissioner to September 25 barely 
3U hours before polling was due to 
commence. 

As things stand, while the constitution 
provides for indefinite postponement of 
elections it does not permit denotification. 
I his is particularly embarrassing to the 
Congress since the party has boycotted 
elections under the extant notification, 
fhe current exertions of the party seem 
to stem entirely from the need to circum¬ 
vent this problem. In the past the haze of 
prevarication, engineeied by the law and 
order and civil bureaucracies, which 
obscured (he material facts about the 
situation in Punjab, facilitated unanimous 
all-party conspiracies to thwart the elec¬ 
toral process m the state by the periodic 
abuse of Article 356. The facts continue 
to be obscured but this time around the 
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by the BJPs intransigence ever since it 
discovered new possibilities for itself 

The BJP’s shifting stance on Punjab is 
finely tuned to the arcumstances that the 
party finds itself in In March this year 
when an amendment of the constitution 
was required in order to further extend 
president's rule the party was unwavering 
in Its conviction that Punjab was not 
ready for elections and delivered patnotic 
sermons to those pleading for early elec 
tions. Immediately alter came the civic 
polls in parts of the state with the party 
capturing the municipal cot poralions of 
the Amritsar and Ludhiana and narrowly 
losing to the Congress in Jalandhar C on 
sequently when the chief election commis 
sioner peremptorily notified elections in 
Punjab, the BJP’s protests were con 
siderably diluted 

Now that the Congress has somehow to 
obstruct an election in which it is unable 
to participate the BJP’s sanctimonious 
posturing has shilted from the patriotic 
to the democratic variety Pci haps the 
8JP, with an eye on the ‘non Sikh votes 
would rather that if elections are to be 
held at all, thev should be held under the 
existing notification In order to profit 
from the absence of the C ongress the BJP 
may well oppose the proposed amend 
ment to enable denotilication 

Howevei the Congres. it would seem, 
has little cause to be ovti l> alarmed I he 
left for either strategic oi sentimeti'al 
reasons it is still to be established 
which—has expressed its willingness to 
bail the Congress out of its difficulties 
TheCPI(M), concluding ihat an election 
IS meaningful only if the participation of 
the C ongress is ensured is all lor amend 
ment of the constitution 1 he CPI, which 
earlier in the year favoured elections in the 
state, began to backtrack under pressu'c 
from us Punjab unit 1 he party is willing 
10 go along with the prime minister s sug 
gestion that the election process be altered 
to bar avowed secessionists from con 
testing Denotilication will, of couise be 
unavoidable in such an event 

If this kind of support does not suffice, 
other stratagems well suited to present 
requirements are available to the Con 
gress An escalation of violence in the 
Slate IS calculated to ensure that elections 
are obstructed In the past such com 
cidences have come to the aid of the 
government This time too the secuiity 
forces can, without too much effoit, be 
persuaded to contrive an increase in the 
tally of killings I he law and oider 
agency's cfTiciency m this regard is beyond 
question And as if this is not enough, by 
another uncanny coinadence diverse Sikh 
groups, both m^erate and militant, have 
been gathenng repeatedly at Anandpur 


t? -- _• 


MMSMM wiaw sMaiaia^ illW AillW VI 

statements guaranteed to provoke the 
cancelling of elections In the face of such 
smooth arrangements and all round co 
operation even the BIP cannot perhaps do 
much 

WEST BENGAl 

Self-Critical Exercises 

A Correspondent writes 

IT seems West Bengal chief minister lyoti 
Basu has come into a sort of introspec 
live mood in the wake of the recent elec 
lions Immediately alter his installation m 
the chief minister s chair for the fourth 
time, he started urging the parly and the 
left front ranks to be modest and 
restrained in their dealings with the 
{seople Ihen while addressing a meeting 
of anistes and intellectuals in C alcuita he 
made a critical analysis ot the Left I ront's 
campaign against the BIP’s Hindu funda 
mcntalist onslaughts and underlined their 
shortcomings lU emphasised the need 
lor a deeper and more thoroughgoing 
counteroffensive extending to broader 
ideological and cultural areas 
More recently, he has gone a step far 
iher in sharply coming out against the cult 
ot violence and individual murders which 
seem to have become part of the prevail 
ing political culture He did not have only 
Puniab and laniniu and kashmir in his 
mind The provocation was a recent 
murder m C alcuiia s south western suburb 
ol Ciaidcn Reach resulting from feuds 
between two mafia gangs A (ongress 
councilloi of the C alcuita Muniapal Cor 
poration was shot dead at his own 
doorstep Subsequently anothci councillor 
was airested b\ the police in connection 
with this crime \^hile the victim was 
elected on the ( ongress ticket his alleg 
ed assailant is idcntilied with the C PlfM) 

I he notoriciv ol these two characters and 
their asscKiaies is beyond question This, 
howevei, has not deterred the Congress 
from making a hem ol the victim and run 
ning a vigorous campaign calling for local 
bandhs gheraos, and so on, totally ignor 
ing the criminal connotation ol the con 
froniation between the two mafia dons 
In this climate Jyoti Basu’s admoni 
tions have an extienielv salutary relevance. 
It IS, therefore, to be hoped that he will 
not only continue to make the self-critical 
exercises that he has recently initiated, but 
will also ensure -ftective follow up 
measures to translate the corrective 
guidelines into action Otherwise, his 
critical observations would amount to 
onD a stale repetition of Jawaharlal 
Nehru’s similar exercises, in which Nehru 
ofter appeared in the role of his own loyal 
opposition 
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TWENTY YEARS AGO 

August 28. 1971 

Isn’t It time someone told the govern 
ment how foolish it is beginning to 
look in Its current exchanges with the 
three foreign oil companies'* Speaking 
in Bombay last week, the union minis¬ 
ter for petroleum and chemicals, P C 
Sethi, charged the companies with hav¬ 
ing refused to refine crude oil emanat¬ 
ing from government sources For 
good measure, he added the complaint 
that industiial relations in the oil com¬ 
panies were also ‘none too-happy’ 
Simultaneously there have appear^ in 
the press reports ol how, by way of 
preparing for the contingency of their 
being nationalised the oil companies 
have been dipping into their reserves 
to repatriate profits in excess of cur¬ 
rent earnings As part of the same 
game, ihi companies had also stopped 
incurring new capital expenditure, cut 
opeiaiing inventories to the bare 
minimum and switched to bem sved 
funds lor rariying on business Other 
reports have charged the two American 
companies, Esso and ualtex, with deli¬ 
berately keeping a part of their capaci¬ 
ty idle, resulting in a shortage of petro¬ 
leum pioducts in the face of increased 
demand caused by “the Bangladesh 
situation" Surely, so awesome an in¬ 
ventory ol misdemeanours calls for the 
most severe punitive measure Na¬ 
tionalisation** Why not** After all, as 
P C Sethi told his Bombay audience 
in all seriousness, for a government 
which “could take powers for amen¬ 
ding I he Constitution, the issue of 
dealing with the oil companies was cer¬ 
tainly not an intractable one" All this 
IS, let us lace it, so much nonsense 
What the (lovernmeni needs to do, in 
stead of merely frothing at the mouth, 
IS to get down to working towards a 
viable long term position in the oil in 
dustry The first step in this direction 
would be the formulation of a realistic 
fuel policy based on recognition of the 
fact that in the toreseeabie future we 
will continue to be dependent on im¬ 
ports of crude petroleum The 
government has at the same time to 
give evidence of being able to establish 
independent sources of crude 
Along with crude supplies the govern¬ 
ment has to make sure ol the means 
of transport These are the kind of 
problems that the government should 
be addressing itself to if it wants to 
get into a bargaining position which 
the oil companies can be made to 
respect Instead the oil ministei 
chooses to lose sleep over the state 
of industrial relations in the oil 
companies' 
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THE MARKETS 


Record Crop Fails to Dampen Prices 


D P Sharma 

RECORD high prices in a year of record 
indigenous supply could well be describ¬ 
ed as the most outsundmg aspect of the 
edible oils market scene during the cui 
rent oil year (November-October) which 
has now two more months to go Edible 
oil prices touched their all time highs in 
the fint week of August 1 he quotation 
for groundnut oil in Bombay (wholesale 
market) was marked up to Rs 37,700 a 
tonne The other quotations were kardi 
oil Rs 40,S00, refined rapeseed oil 
Rs 33,700, refined cottonseed oil 
Rs 35,100, refined soybean oil Rs 35,500 
and edible grade rice bran oil Rs 29,500 
The rise in prices since the beginning of 
the season ranges from lb per cent to 
27 per cent 

The rise in prices has occurred despite 
increased availability, reduced imports 
notwithstanding Going by government 
estimates, oilseeds production in 1990 91 
IS a record 192 3 lakh tonnes showing an 
increase of 14 8 per cent over the previous 
season’s figure of 167 49 lakh tonnes and 
an increase of 6 7 per cent oscr the 
previous record production of 180 33 lakh 
tonnes in 1988 89 Edible oil imports in 
tlw current year so far are placed at 90,000 
tonnes against 6 07 lakh tonnes in 1989 90 
and 3 73 lakh tonnes in 1988 89 Ihking 
domestic production and imports, edible 
oil supply this season will be the highest 
ever This docs not necessarily imply a 
reduction m the demand supply gap as the 
increase in demand has been higher than 
that in supply 

Several factors have contributed in vary 
ing measure to the suige in prices These 
include the all pervading influence of in 
creasing inflationary pressures in the 
economy, continuing big gap between 
demand and supply (imports included) 
distortions in the national demand supply 
equation caused by certain actions of state 
governments—the imposition b> the 
Gujarat government of levies on the oil 
produced by millers is a case in point- 
speculative holding and hoarding of 
stocks by the private trade mainly with 
black money and lack of any discipline on 
the co-operatives and NDDB which are 
exempted from the purview of stock and 
credit limits applicable to private trade 
and industry 

The current oil season has witnessed the 
complete collapse of the price band 
scheme conceiv^ as the key element in the 
integrated policy for oilseeds/oil evolved 
by the technology mission on oilseeds 
lliat NDDB should continue to talk ghbly 
about Its role as a market intervention 
agenQt has an ironic ring about it as edible 


oil prices have kept surging ahead all the 
time NDDB’s purchases of oilseeds/oils 
as also Its sales have been essentially in 
the nature of commercial operations 
based on market judgment Despite 
NDDB’s claims, its sales of ‘Dhara’ 
groundnut oil cannot be treated as market 
intervention operation aimed specifically 
at imparting price stability in the market 
If Dhara brand groundnut oil is being 
sold at a price lower than the ruling price 
of groundnut oil from other sources of 
supply It IS not because of a policy deci 
Sion by NDDB to protect the interests of 
consumers Nor is it because NDDB 
enjoys certain cost advantages by way of 
exemption from the rigours of credit and 
stock limits prescribed for private trade 
The real explanation for Dhata’s ap 
parently lower price lies in the brand 
quality preferences for groundnut oil fioni 
other sources of supply Fins assessiiieiii 
IS supported by the fact that NDDBs 
operations have not had any chastening 
effect on the edible oils market 
This IS not to argue that NDDB s opera 
tions arc of little relevance for the oilseeds 
market economy While the relief con 
sumers have dei ived from N DDB s opera 
tions IS questionable, oilseeds growers 
have certainly benefited from NDDBs 
procurement operations during the 
harvesting period The NDDB has claim 
ed that ever since it was entrusted with the 
market intervention operation it had en 
sured that imports were not used against 
farmers It is true that NDDB has been 
opposed to imports (except when it 
wanted to export milk powder and import 
edible oil) But it is also common 
knowledge that edible oil imports had to 
be restneted during the past tew years not 
because farmers’ interests needed to be 


safeguarded but because the rapidly 
deteriorating foreign exchange position 
did not permit imports on a large scale. 

Recently, all kinds of reports have been 
going round about the government con¬ 
sidering import of edible oils if only it did 
not involve any foreign exchange outgo 
According to reports from New Delhi, the 
centre has evolved a scheme to meet the 
states’ edible oil requirements for the 
public distribution system Under the 
scheme, the states will receive oil supply 
from the SIX. against the foreign exchuige 
earned by them tiom exports of non- 
traditional items The Gujarat government 
IS said to be the first to take advantage of 
the scheme It will export around 30,000 
tonnes of soda ash and after realisation 
of the proceeds, edible oil of equivalent 
value will be supplied by the SK 

There have been reports that the depart 
meni of economic affairs bad concluded 
an agreement with the US authorities for 
suppiv of subsiantial quantities of edible 
oil (upwards of 6 likh tonnes a year) 
under P14h0 siaet III programme But 
these rcpoits have been denied by a US 
ernbassv diplomat in New Delhi who 
stated the othci dav that ’ we had no 
formal •'cquesl Irom India for vegetable 
oil undci PI 480 and that we re not in 
a position to do anything about it anyway 
f sr the rest ol this year 

According to another source claiming 
to be keeping a close watch on the goings 
on in New Delhi a foreign parts has been 
having discussions with the Indian govern 
mcni foi setting up an oilseeds crushing 
plant based entirely on imported seed 
which will nor involve any foreign ex 
change cxpciidituie This will have the 
bent fit ol augmenting supply of edible oil 
lor the PDS at a concessional price and 
earning foreign exchange through export 
ol oilmcal Yet another proposal relates 
to supply of palm oil by Malaysia on an 
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TahlC : l^oiBU! Oil Prices in Bombav Market (Wholesale) 

’_ (Rs per 10 kg) 



I.1I.I990 

6.8.1991 

29.8.I99I 

Year Ago 
29.8.1990 

Percentage Percentage 
Rise since Rise over 
1.11.1990 12-Month 
Period 

Oroundhui oil 

315 

377 

365 

304 

15.9 

20 

Sesame oil 

260 

320 

330 

250 

26.9 

32 

Kardi oil 

335 

405 

400 

320 

19.4 

25 

Rice bran oil 

214 

295 

265 

195 

23.8 

35.9 

Refined soya oil 

275 

355 

327 

270 

18.9 

21.1 

Refined rapeseed oil 

268 

337 

325 

258 

213 

25.9 

Refined cottonseed oil 

290 

351 

342 

272 

17.9 

25 7 


innual basis for the next few years on easy 
;redit terms. 

Edible oil prices have registered modest 
leciines from their early August highs, 
rhis, however, has brought hardly any 
elief to consumers as there has been little 
rhange in prices at the retail level. That 
ipart, the ruling prices are substantially 
ligher than the prices which prevailed a 
i%ar ago. The rise in prices ranges from 
17 per cent to 36 per cent, depending on 
he oil (see accompanying table). 

It is difficult to predict how edible oil 
Trices will behave during the lean months 
>f September and October when the 
narket will have to reckon with reduced 
lomestic supply and increased festival 
Jemand. Much will depend on the 
irrangemenl ihe government makes foi 
he supply of imported oil and the trade’s 
issessment of new crop prospects. Un¬ 


certainty surrounding the quantum of im¬ 
ports will tend to have a bullish effect on 
prices and one need not be surprised if 
prices move beyond their early August 
highs. However, if weather conditions 
continue to be favourable and general 
expectations of record kharif crops— 
essentially groundnut and soybean— 
materialise, speculative elements in the 
trade arc unlikely to put up an aggressive 
posture. The groundnut and soybean 
crops are expected to set new records it 
climatic conditions remain favourable 
during the ciucial period ahead 

Inquiries with informed market sources 
indicate that seveial big houses arc veiy 
keen on acquiring solvent extraction 
plants in order to avail of the liberal 
incentives and lax concessions which have 
now been allowed to manufacturei- 
exporieis. 


COMPANIES 


Larger Market Share 


FATA OIL Mil l S COMPANY ( lOM- 
C’O) recorded an increase of 13 per cent 
in net sales during 1990-91. According to 
the company, it was able to increase its 
market share in soaps, detergent cakes and 
powder despite severe competition. How 
ever, the company’s exports suffered a set 
Iwck due to the Gulf crisis which brought 
lown export earnings to Rs 8.22 crorc 
from Rs 28.72 crore in 1989-90. Exports 
to USSR also saw a decline. 

Overall profits and profitability came 
under pressure in 1990-91. There was a 
iharp escalation in the prices of edible and 
non-edible oils, mostly as a result of the 
tovernment’s decision to reduce imports 
Insdcally. Besides, a large quantity of rice 
nan oil was diverted for use by the vanas- 
sati industry and this affected the availa¬ 
bility and prices of this commodity for the 
•oap industry. Operating profits showed 
) rise of 5.2 per cent, while net profits 
*«re up by 5.4 per cent. The rate of divi- 
lend was mainuined at 20 per cent. 

Production of soaps recorded a slight 
lecline of 0.9 per cent from 1,07,653 ton- 
tes to 1,06,637 tonnes. Production of syn- 
i*edc detergents fell sharply by 57 per cent 


from 13,485 tonnes 10 5,833 lonhes Pro 
duciion of vegetable oils also .saw a dwline 
from 4,865 tonnes to 3,544 tonnes. How 
ever, production ol cattle and poultry feed 
recorded a rise. Out of total sales ol 
Rs 381 crore, soap.s formed 62 pci cent 
followed by synthetic detergents (17 pei 
cent), cattle and poultry feed (7 per cent), 
vegetable oils (5 per cent), toilet prepara¬ 
tions (3 per cent), glycerine (2 per cent) 
and others (4 per cent). 

The company's Madras factory, which 
added toilettcries and toilet soaps to its 
product mix, has been modernised to pro¬ 
duce many other items in the course of 
next year. The new fatty acids plant com¬ 
missioned at Aurangabad started supply¬ 
ing fatty acids to other factories. Indus¬ 
trial Perfumes, in which the company 
holds 33 per cent equity, witnessed an 
improvement in post-tax profits. Tata 
Vashisti Detergents, a joint venture pro¬ 
ject with Maharashtra Petro.chemicais, is 
expected to start trial production during 
current year. Tata Acquatic Farms, Orissa, 
a 100 per cent EOU, a joint venture pro¬ 
ject with TISCO, for prawn culture is also 
making steady progress. Another joint 


venture project with y/esi Bengal Inihis- 
tria) Dei^opment Corporation te also be¬ 
ing propos^. 

The company intends to diversify into 
manufacture of bone-China mixed-table 
ware. For this purpose a joint venture, 'Rita 
Ceramics Kerala, has been formed in col¬ 
laboration with a BritMi firm as a 100 per 
cent EOU in the Cochin Free Thide Zone 
There is also a proposal to diversify into 
pigment grade titanium dioxide. The com¬ 
pany further entered into a memorandum 
of understanding with an American itom- 
pany to set up a joint venture project to 
manufacture public and institutional 
hygiene and other household cleaning 
products. 

Fund flow during 1990-91 was esti¬ 
mated at Rs 59.28 crore. Borrowings and 
trade dues formed 89 per cent of the 
sources of finance. Funds were used main¬ 
ly for financing inventory, investment and 
loans and advances. 


NOCIL 

Squeeze on Profits 

NATIONAL ORGANIC CHEMICAL 
INDUSTTRIhS, (NOCIL), a leading manu- 
lacturer of petrochemicals belonging to 
the Mafallal group, showed lower produc¬ 
tion in 1990-91. A major breakdown of 
the cracked gas compressor in August 
1990 led to a shut down of all plants for 
four weeks. Production of petrochemicals 
at 2.90 lakh tonnes showed a decline of 
4 per cent rwer the previous year. Capacity 
utilisation for petrochemicals which was 
at 98 per cent was lower than 101 per cent 
in the previous year. However, the com¬ 
pany achieved an increase of 13 per cent 
in net sales from Rs 395 crore to Rs 446 
crore. According to the company, this was 
due to better realisation from pMrochemi- 
cals, higher volumes of agrochemicals in 
a very competitive market and increased 
exports. Out of the turnover, nearly 69 per 
cent was realised from petrochemicals, 16 
per cent from agrochemicals, 7 per cent 
from marine products, 5 per cent from 
seeds and the remaining from trading in 
detergents, plastics and others. Though 
the quantum of sates of petrochemicals 
showed a decline, the value realised 
registered an increase of 6 per cent from 
Rs 325 crore to Rs 344 crore. 

Export turnover registered a sharp in¬ 
crease from Rs 34.8 crore to Rs 61.9 crore. 
Supply ol manufactured producu to ex¬ 
porters under the deemed exports scheme 
amounted to Rs 3 crore against Rs 2.6 
crore in the previous year. According to 
the compai^, chemical intermediates and 
polypropylene-woven sacks were the main 
value added products exported, with the 
latter showing good promira for the 
future. The company made a beginning 
in the export of soya meal and agro- 
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products. 

The ovenll expenses'to-sales ratio 
works out higher at 0.92:1 in 1990-91 than 
0.90:1 in the previous year. Consequent to 
the Oulf crisis, the price of naphtha, the 
basic feedstock, went up by 24 per cent. 
This led to an increase in prices of almost 
an the hqait materials. Raw materials con¬ 
sumed showed an increase of 18 per cent 
and power and fuel of 21 per cent. The 
operating pronts of the company record¬ 
ed a dedim of 5 per cent over the previous 
year and net profits fell sharply IS per 
cent. 

The company’s programme of moderni¬ 
sation and eipansion of its plants at 
Thane is currently under consideration of 
'the government. The delay has caused 
considerable cost overrun. The expansion 
progiamme includes increasing the capacity 
for ethylene from 63,000 tonnes to three 
lakh tonnes and propylene from 37,000 
tonnes to 1.4 lakh tonnes at cost of 
Rs 3,000 crore. Environmental clearance 
is the basic hitch. 

Ftinds flow during 1990-91 is estimated 
at Rs 107.2S crore. External sources ac¬ 
counted for Rs 98.8 crore, with borrow¬ 
ings forming 73 per cent. As much as 26 
per cent of the total was used for fixed 

Hie K^k'a Companies 


assett formation, 37 per eem (br loans and 
advances and 19 per cent for investment. 

BIRLA JUTE 

Improved Profitability 

BIRLA JUTE, a highly diversified com¬ 
pany, achieved 1S.9 per cent increase in nd 
sales. According to the company, this was 
mainly due to better redisation on cement 
sales. The ratio of overall expenses to net 
sales stands reduced at 0.9S:1 from 1.03:1. 
Reflecting this, operating profits and net 
profits showed sharp improvements. 

Production of both cement and clinker 
were lower than the previous year—that 
of clinker by 3 per cent from 22.21 lakh 
tonnes to 21.30 lakh tonnes and that of 
cement by 5 per’cent from 25.70 lakh ton¬ 
nes to 24.38 lakh tonnes. The production 
of granulated slag cement fell by 17 per 
cent from 2.40 lakh tonnes to 1.99 lakh 
tonnes. The lower production was main¬ 
ly due to the prolonged disruption in pro¬ 
duction at the Chittor cement works due 
to an industrial dispute. Production of 
jute goods improved from 66,973 tonnes 
to 7,21,715 tonnes, while that of synthetic, 
viscose and cotton yarn rose from 6,283 

(Rs lakht 


T aia Oil Mills National OrgaiiK. Birla Jute 

Chemical 


FiiuiKwi Indicators 

1990 

March 

1991 

March 

1990 

March 

1991 

March 

I99() 

March 

1991 

March 

hKomeMxpaats/profits 

Ncl Hks 

31115 

35197 

39463 

44636 

40481 

46925 

Other income 

234 

441 

2169 

1783 

1623 

1748 

Raw mtlerial consumed 

21109 

24256 

19786 

23285 

9791 

10512 

Rower amf fuel 

1132 

1281 

2048 

2486 

9862 

%59 

Other manufacluring expenses 

732 

849 

4618 

4728 

.5912 

6969 

Labour con 

2777 

3182 

2379 

2583 

5003 

5550 

Other expenses 

4013 

4434 

4060 

4874 

7295 

7067 

Operating proflis 

2152 

2264 

9562 

9083 

4640 

8833 

Imeiesi charges 

1097 

1291 

1406 

1639 

1979 

2277 

Cross ptofils 

1055 

973 

8156 

7444 

2661 

6556 

Depiecialion 

319 

318 

13.32 

1419 

2106 

2639 

Profits before lax 

736 

655 

6824 

6025 

555 

3917 

Ihx provision 

200 

90 

2dOO 

2450 

90 

- 

Proflis after tax 

536 

565 

4224 

3575 

• 465 

3917 

Divideiids 

175 

207 

1440 

1440 

367 

611 

UobUliks/assns 

Md up capital 

926 

1088 

3600 

3600 

20.37 

2037 

Reserves and surplus 

2421 

2616 

10985 

13121 

15980 

18455 

Long lerm loans 

3319 

7257 

4568 

7776 

11528 

11925 

Short term loani 

4915 

4476 

5013 

6321 

4623 

4017 

Current liabiliiies 

4469 

6250 

9356 

12039 

8691 

9203 

Cron fixed assets 

5740 

6502 

22210 

25021 

46025 

49027 

Accumulated depreciation 

2741 

3032 

13193 

14583 

19025 

22447 

Inventories 

6370 

6054 

8938 

9740 

7950 

8329 

Of which finished goods 

(28114) 

(3512) 

(3747) 

(4365) 

(3506) 

(34211 

Receivables 

4061 

5971 

1812 

2662 

3674 

2915 

Loans and advances 

2119 

4054 

10600 

14538 

2951 

5231 

Cash and bank balances 

178 

476 

2(M 

462 

1160 

1458 

invcsiinenis 

323 

1600 

2951 

5017 

124 

1124 

Other assets 

— 

62 

— 

— 

— 

— 

Iblal HaMliiiet/aitets 

16050 

21687 

33522 

42857 

42859 

45637 

Kty finoockil lulios 

Huiiaver ratio 

1.94 

1.62 

1.18 

1.04 

094 

103 

Return on sales 

3.39 

2.76 

20.67 

16.68 

6.57 

13 97 

Return on InvestmenlW 

6.57 

4 49 

24.33 

17..37 

6.1l 

14.37 

Return on equity (%) 

16.01 

15.25 

28.96 

21.38 

2.58 

19.11 

Earning per share 

16.14 

5.67 

99,30 

117 30 

2.28 

19.23 

Dividend 

20.00 

20.00 

40.00 

40.00 

18.00 

30.00 

Book value per share (Rs) 

99.61 

M.87 

405.30 

464.50 

88.44 

100.60 

Currem markef price (Rs) 

— 

90.00 

— 

1650.00 

— 

330.00 

Priee^earnlags laiio 

— 

15.87 

— 

14.07 

— 

17.17 


tonnes to 63^ tdmici. 

The new dry proceu plant at Satna 
achieved a capacity utilisation of 86.5 per 
cent for clinker and 84 per cent for ce¬ 
ment. ffirla Vikas also achieved a capacity 
utilisation of 44 per cent for cement and 
93 per cent for clinker. At the Chittor 
cement works capadty utilisation drtq;)- 
ped to 92 per cent for clinker and 38 per 
cent for cement. At Birla cement works 
capacity utilisation of 73 per cent was 
achieved for clinker and 101 per cent for 
cement, in spite of planned stoppage for 
modernisation from time to time Produc¬ 
tion and despatches of cement at the 
Durgapur plant were lower due to fre¬ 
quent load-shedding. 

The performance of Birla Synthetics 
was satisfaaory. The plan of m^ernisa- 
U'on undertaken by the company is ex¬ 
pected to be completed by 1W2-93. The 
company exported blended yams and cot¬ 
ton yarn worth Rs 1.74 crore against 
Rs 0.44 crore in the previous year. On the 
export front, Satna cement works and 
Durgapur cement works exported a total 
of 11,636 tonnes of cement valued at 
Rs 1.23 crore to Bangladesh. Besides the 
company exported a total of 70,730 tonnes 
of cement valued at Rs t.SI crore to 
Nepal. However, the jute mill division 
witnessed a declining tonnage of exports 
mainly due to falling demand for carpet¬ 
backing cloth and reduction in Russian 
buying. However, local demand helped to 
maintain the price ot finished goods 
generally in line with raw jute prices. Total 
export earning at Rs 32.49 crore formed 
6.9 per cent of total net turnover. The 
devaluation is expected to help the com¬ 
pany to increase export earnings in the 
current year. 

The installation of high efficiency 
separators is in progress and is expected 
to be completed during the current year. 
The resultant energy saving and improve¬ 
ment in output of cement is anticipated 
to be reflected in the working results of 
the current year. The company has already 
received letter of intent for 5 lakh tonnes 
per annum covering the modernisation 
and expansion of Birla and Chittor 
cement works. Besides, the company has 
submitted an application for a letter of in¬ 
tent for a 12 lakh tonne substantial expan¬ 
sion at Satna, uking the capacity at Satna 
to 27.3 lakh tonnes per annum. 

The company improved its profitability 
ratio substantially during the year. Gross 
return on net sales went up to 13.97 per 
cent from 6.37 per cent. The turnover ratio 
also rose from 0.94 to 1.03. Return on 
shareholders’ capiul went dp from 2.38 
per cent to 19.11 per cent. Tlie dividend 
on equity was raised from 18) per ceit to 
30 per cent. 

Funds flow in 1990-91 is esiimaudd at 
Rs 62 crore. This was used mainly for 
fiMd assets formationn and lax saving 
investment. 
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IN THE CAPITAL MARKET 


Tata Timken 

TA TA TIMKEN, which plant to set up 
4 plant at Bara, Jamsh^pur, for the 
manufacture of 20 lakh tapered roller 
bearings and 40,000 sets of AP cartridge 
tapered roller bearings in technical and 
financial collaboration with Timken, 
USA, will enter the capital market on 
September 2 with a pubhc issue of 2 lakh 
equity shares of R$ 10 each at par and 
12 3S lakh (12 S per cent) secured 
redeemable paitly convertiUe debentures 
of Rs SO each The total issue consists 
of Rs 3,600 lakh in equity capital and 
Rs 1,950 lakh in partly convertible 
debentures Shares worth Rs 1,700 lakh 
each will be subscribed by Timken and 
1 ata Iron and Steel Shares worth Rs 180 
lakh and ddientures worth Rs 97 SO lakh 
will be allotted to employees of the com 
pany on a preferential basis Of the fase 
value ol the debentures of Rs ISO the 
convertible part will be Rs SO which will 
be automatically converted on date of 
allotment into five equity shares of Rs 10 
each at par The cost of the project is 
estimated at Rs 8,376 lakh including 
Rs 2,598 lakh in foreign currency 1 his 
will be financed by equity capital ot 
Rs 4 250 lakh foreign currenty loans 
from financial institutions of Ks I 6''1 
lakh rupee loans fiom financial instiiu 
tions ot Rs SOO lakh from commercial 
banks ol Rs 6S3 lakh and the non con 
vertible portion of debentures amoun 
ting to Rs 1,3(X) lakh The company pi o 
poses to implement the project in phases 
over three years and expects to com 
mence commercial pioduction in the first 
phase by early 1992 while the com 
mencement of production for the fourth 
phase IS expected by the fust quarter ot 
1994 The automobile industry is a 
major consumci of tapered roller bear 
mgs with original equipment manufac 
tures accounting for around 40 per cent 
of total production According to a 
study by the Development Panel on 
roller bearings, the demand for tapered 
roller bearings is estimated at 16 million 
numbers per annum by 1994 95 Car 
tridge tapered roller bearings find ap 
plication in railway wagons, coaches and 
locomotives The estimated market for 
cartridge tapered roller bearings is 
around 1,35,000 per annum The com 
pany does not anticipate any problems 
in marketing its output 

Radan Tapes and 
Tubes 

KACAN TAPES AND TUBES, which 
intends to put up a computer tapes unit 


and a video software umt, is entenng the 
capital market on September 3 with a 
public issue of 22 lakh equity shares of 
Rs 10 each at par The company's totti 
issue IS for Rs 400 lakh, of which shares 
of Rs too lakh are to be allotted to the 
promoters and their friends, etc, of Rs 60 
lakh to NRIs and of Rs 20 lakh to em 
ployees The balance is offered for public 
subscription The computer tapes plant 
will be located at Kodivale in Raigad 
while the video software unit will be 
located at Bombay The project will cost 
Rs 601 lakh and is expected to be financ¬ 
ed by equity capital of Rs 400 lakh, term 
loans of Rs 198 lakh, and unsecured 
loans of Rs 3 lakh Phase I of the pro¬ 
ject IS expected to start commercial pro¬ 
duction from the second quarter of 1992 
and phase II will be taken up from June 
1992 The raw material required is 
magnetic tape and import of the same 
IS allowed under (XiL The demand for 
computer tapes is estimated at 6,83,000 
tapes of 2,4W ft each per year and, in 
the absence of any local pr^ucers, the 
company does not anticipate any diffi 
culty in marketing its products In phase 
II, the company is installing the most ad 
vanced Bdacam S P editing faalities and 
computerised animation system 

Shreyans Paper Mills 

SHREYANS PAPER MILLS, which has 
an impressive track record of growth in 
sales, profits and earning per share and 
dividend, is entering the capital market 
on September 3 with a public issue of 
2,43,850 secured partly convertible de 
boituies of Rs 300 each at par for Rs 732 
lakh The total issue is for Rs 2,100 lakh 
of which debentures of Rs 1,045 50 lakh 
IS reserved for allotment to shareholders 
on rights basis, ot Rs 105 lakh is reserved 
for employees, of Rs 112 50 lakh for non 
resident Indians and of Rs 105 45 lakh 
for shareholders of Adinath Textiles The 
convertible portion of the debentures is 
Rs 200, which will be automatically con 
verted into 5 equity shares of Rs 10 each 
at a premium of Rs 30 each on expiiy 
of nine months from the date of allot 
ment of the debentures The company is 
implementing a project to set up a spin 
ning unit with 24,960 spindles tor the 
manufacture of carded/combed/indust 
rial cotton yarn with advanced techno 
logical features including chute feed 
system of transfer from blow room to 
cards, auto doffing in cards for improv 
ed cleanliness, automatic dust collection 
system, auto coners, etc The project is 
located at Machhiwara in Ludhiana and 
IS estimated to cost Rs 3,700 lakh This 
will be financed by the present issue of 


Rs 2,100 lakh, term loans from financial 
institutions of Rs 1,500 lakh, cash ac¬ 
cruals of Rs 70 lakh and state subsidy 
of Rs 30 lakh The company is imple¬ 
menting the project in a phased manner 
and 6,000 spindles are already in opera¬ 
tion The company expects to put about 
18,000 spindles in operation by October 
1991 and complete complement of 24,960 
spindles are expected to be fully opera¬ 
tional by mid-1992 The company’s |»o- 
ject IS located in the cotton pn^ucing 
belt The hosiery counts will be marketed 
in the maior centres close to Ludhiana, 
Saharanpur, Kanpur and Meerut The in¬ 
dustrial coums are proposed to be sold 
as tyre cord to cycle/rickshaw tyre 
manufacturers The combed yarn is pro¬ 
posed to be exported as hosiery yam to 
EEC countries, USA, Japan and Hong 
Kong Cotton yarn is in great demand 
world wide The company proposes to ex¬ 
port 25 per cent of its cotton yarn The 
profitability of the company’s paper unit 
IS also exported to improve with the com 
pletion of a modernisation and expan 
Sion programme 

Maral Overseas 

MARAL OVtRSEA%, which is setting 
up a 100 per cent export oriented spin 
ning mill with an installed capacity of 
20,160 spindles at Khalbujurg in MP, is 
entenng the capital market on September 

3 with a public issue of 37 87 lakh equity 
shares of Rs 10 each at par The total 
issue IS for 133 60 lakh shares, of which 
84 10 lakh shares have been reserved for 
allotment to promoters, their fnends, etc, 

4 95 lakh shares to shareholders of Hindu 
Sian Llectiographite and Rajasthan Spin 
ning Mills and 6 68 lakh shares to emplo¬ 
yees of the company The total cost of 
the project is estimated at Rs 34 ciore to 
be financed by ihe present issue of 
Rs 13 36 crore rupee loans from IFCI 
and IDBI of Rs 5 09 crore, foreign cur 
rcncy loans from Canara Bank, Bank of 
Baroda and ICICI of Rs 15 45 crore and 
state subsidy of Rs 010 crore The plant 
IS expected to be fully operational by 
January 1992 Raw material, namely, raw 
cotton varieties like F-414 and H-4 are 
available in the cotton growing belt of 
Madhya Pradesh Export of cotton yarn 
from India has shown a steadily growing 
trend The company has started seed 
marketing and exported yarn worth 
Rs 37 lakh to different European markeii. 
It has also entered into a MOU with 
Ballward, UK and Currimjee Jcvaiqi, 
Mautitius, for supply of 400 tonnes per 
month of cotton yam for a period of five 
years which will ensure offtake of the 
company’s entire production 
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INTERNATIONAL AFFAIRS 


Restoration Tragedy, Russian Style 

GPD 


It is a tragedy that Russia is going back to the age of the Tsars 
Some people in our country see in all this increasing 
‘democratisation’. Well, if that is so, then Russia is 
‘democratically* going back to Tsarism Yeltsin is the new Tsar. 


RESTORATION tragedy is quite famous m 
English literature. It would seem that, begin 
ning with August 19, the Russians are pei 
forming their own variation of the same The 
coup led by Thnayev and its failure three days 
later have been much commented upon The 
substance of the comments on the coup and 
Its aftermath amounts generally to saying 
two things One is the inept manner in which 
Vhnayev and his colleagues went about their 
j(4> The other is the constant retrain, almost 
as gleeful as some people's response to 
Gorbachev’s fall, that the days ol Marxism 
Leninism are over We cannot claim any 
special knowledge in the matter of ideology 
But It does seem as hasty and as unhistorical 
to pronounce the death of communism as 
was the earlier enthusiasm tor possible 
return to the older order under the 
‘enlightened’ lendershipof the gentleman by 
the name of Yanayev 
But George Bush has done precisely that 
Way back in 1974 Deng Xiaoping had pio 
nounced the death ol the socialist camp 
Now George Bush has talked ol the death 
knell of communism It has obviously laken 
quite long for the patient to die It seems 
clear that socialism is dead as far as Europe 
IS concerned 1 he only world which matters 
IS the European world anyway Our coni 
mentators and experts, who think of 
themselves as Europeans, naturally think ol 
the phenomenon as insiders Having been 
colonised for over a century and a half, such 
identification is understandable, perhaps 
unavoidable It gives them ihc satisfaction 
of being honorary whites toi a while in 
much the same way as enthusiastic support 
for Yanayev gives some people the satislac 
tion of being honorary revolutionaries 
And yet these two things by no means ex 
haust what has been happening in Russia 
A part of the credit lor the initial ‘coup 
should go to the Americans and the G 7 in 
general Had the west not given the impics 
Sion that it was undecided about its support 
to Gorbachev, the foolish eightsome would 
not have indulged in their adventurism If 
what they did had anything ‘kit’ about it 
then It was a classic case ol ‘Icftwing 
adventurism an infantile disorder Anywas 
they made brave to do what they did bexause 
ol, among othei things the humiliation 
heaped on Ciorbachev in the summer 
meeting of the (i 7 He went there with a 
begging bowl and returned empty handed 
This created the imptessiun that the west was 


not interested in the Gorbachew experiment 
Ciorbachew, on the other hand, has been 
making one concession after another in the 
hope that he would persuade George Bush 
that Gorbachev was his best bet in Russia 
I he result has been the near certain 
disintegiation ol the Soviet Union The 
economy has been in ruins and Russian 
nationalism has been on the rise I he so 
called haidlincis read the signals not entirely 
wiongly The western indecision provided 
the right opportunity to attack And they 
did Whether they were ‘hard’ or ‘left’ is 
clearlv beside the point Because, apart from 
the ‘integrity’ of the Soviet Union, they had 
no olhei programme Besides, as Yeltsin 
viciously but not entirely unjustifiably 
pointed out, all of them had been hand 
picked by (lOtbachev himseli lo call them 
‘hardliners as everyone seems to be doing, 
IS nut very dilferent from calling them 
‘liberators’ Rut then we live in an age in 
which words are either losing their meaning 
or acquiring meanings which are the exact 
reverse ot then original meanings The an 
cient Indian belief is ihat the world began 
with the woid In Russia the tragedy has 
begun with the distortion ot the word 
It IS a tragedy that Russia is going back 
to the age of the Isars Some people in oui 
eouiiirv see in all this increasing ‘demo 
cratisation’ Well, if it is so, then Russia is 
dtmcKralically’ going back to Isarism 
Vcitsm IS the new Isai Fur him Russia is 
ueher alle% (ovei and above everything) 
Naturally, he himself is also ueber alien (over 
and above everyone) One suspects that he 
does not mind the other 14 republics going 
away In a sense disintegration of the Tsarist 
empire is perhaps the only guarantee of the 
new Tsar’s survival There was nothing 
‘civihsationaT about Tsar’., and Stalin’s 
expansion So it was good as long as it 
lasted If It breaks up now, Yeltsin has 
nothing to lose The plain tact is that the 
break up of the Soviet Union does not hurt 
‘Russian’ interests The nationalities thesis 
which nobody has ever clearly understood 
anywhere anvway, seemed to give the impres¬ 
sion that Russian interests would actually be 
hint if the union were to break All our 
Hindu nationalists talk of ‘Akhand Bharat’ 
But they know that the partition of India 
has in fact strengthened them If the Punjab 
and the Kashmir troubles were to get out of 
hand, they would be the next rulers of India 
Something similar has been happening in the 


Soviet Union For the last two decades, 
Russian chauvinism has been on the rise. It 
must be understood that it will benefit from 
the break-up of the union, all chauvinisms 
do For all one knows, there might be a 
strange unanimity in Tfeltsin's and American 
perceptions Solzhenytsm Tblks to the Bfesr 
IS the title of a collection of three lectures 
that the exiled Russian author bad delivered 
m the United States m the 70s One under¬ 
lying theme of these lectures was his moral 
indignation that the west in general and the 
Americans in particular do not understand 
how Bolsheviks had destroyed (rather 
attempted to destroy) Mother Russia It 
would seem that the Americans have finally 
seen the light Hence their enthusiasm for 
Yeltsin 

It cannot be ruled out that the armaments 
industry in the US needs an aggressive 
nationalism in Fairope both as its own moon 
d'etre and also as a counterpoint to the rising 
(lerman power One can almost see the 
Anglo American delight that Bons the Bully 
has risen in Russian now that Bolshevism 
has finally been buried The fact of the 
matter is that they cannot afford unqualified 
peace in Europe They would want a bully 
around Of course, Yeltsin is not going to 
launch a war But then Breehnev did not 
cither It IS the general direction ol Yeltsin’s 
politics which IS desirable ‘There is a bully 
in the Kremlin and all is well with the 
world'—this has been the fundamental prm 
ciple of American foreign policy for the last 
few decades Under Yeltsin it will get another 
lease of life 

This IS the reason why the irrelevant issue 
ol the rise oi tall of socialism should no 
longer be discussed On the contrary, the 
time has come to say that in out opinion 
what has happened (or did not happen) m 
Russia IS of particular relevance lo our 
plight It anything, it has made our pathetic 
situation more than obvious I his amounts 
to taking an unpopular view But that has 
to be done In th^ISth century there was a 
playwright critic by the name of Gottsched 
in Germany He was hailed as someone who 
had given ‘a new direction’ to the German 
(dramatic) scene Talking about him, 
G E Lessing, the founder of modern 
German, in fact European, drama, said 
No one we are told will deny that the 
German stage owes a great deal of its initial 
improvement to Professor Gottsched I am 
this no one, I deny it outright His desire 
was not so much to improve our former 
iheaire as to create a completely new one 
And of whai kind** A Frenchified one (ernes 
franzoesievenden), without inquiring 
whether or not this Frenchified theatre was 
appropriate |to Germany], 

Just read Gorbachev and Ybitsin for 
Gottsched, economy for theatre and wester 
nised for Frenchified Lessing's defiant 
remarks have a validity of their own. par¬ 
ticularly because the tragedy of Tsarist 
restoration has just begun in Moscow 


20M 


Economic and BoUtical Weekly Atigmt 31. 



CIVIL LIBERTIES 


India's International Accountability 
on Human Rights 

A G INoonini ^ 

The UN International Covenant on Civil and Political Rights 
requires India to report on its observance of the Covenant. This 
year India filed its report belatedly after at least five reminders. 
And when the report was examined by the Human Rights 
Committee set up by the covenant, India's attorney-general, who 
appeared before the committee, emerged from the examination 
badly battered. 


IT remains unpublicised by the ofncial 
and demi-official media, but India is 
liable to be asked to account regularly to 
a UN forum for its observance of human 
rights and its representative grilled to 
answer specific questions a body of in¬ 
formed independent experts. This is 
because the Janata government had 
ratified the UN International Covenant on 
Civil and Political Rights in 1979. It 
requires India to report on its observance 
of the covenant. The report is examined 
by a Human Rights Committee set up by 
the covenant. It consists of experts who 
function in their individual capacity. 

In 1984 attorney-general, K Parasaran, 
was grilled. This year the report was 
examined in March. It had been filed 
belatedly after several reminders—at least 
five The attorney-general, G Rama.swamy, 
appeared before it and came out badly 
battered. The committee examined India’s 
report on March 26 and 27, 1991 at New 
York. Its chairman was an Italian jurist 
Pocar, an extremely able person. 
Ramaswamy began by waxing eloquent on 
Indiifs report. He cit^ “the free press, the 
All-India Radio and the independent 
judiciary” as “the most important vehicles 
for stimulating public opinion and 
creating an atmosphere in which human 
rights could be observed and protected". 
Is AIR flattered by such false praise? 

The chairman thereupon brought our 
voluble Ramaswarni down to earth by 
raising specific issues. The authoritative 
Summary Record of the proceedings are 
most instructive: 

The Chairman read out section I of the 
list of issues concerning the second 
periodic report of India, namely: (a) the 
status of the covenant within the Indian 
legal system and the resolution of possible 
contradictions between domestic legisla¬ 
tion and the covenant, (b) any cases during 


the period under review where the provi¬ 
sions of the covenant had been directly in¬ 
voked before the courts or referred to in 
court decisions or where a law had been 
disregarded by a court on the grounds that 
it was contrary to the covenant, (c) measu¬ 
res which had been uken since the con¬ 
sideration of India’s initial report to 
disseminate information on the rights 
recognised in the covenant, particularly 
among the various minority communities 
in their own languages, and (d) factors and 
difficulties affecting the implementation 
of the covenant . 

Mr Ramaswamy (India) said, with respect 
to section 1(a) of the list of issues, that in 
his country the rules of international law 
were incorporated into national law and 
considered to be part of it unless they were 
in conflict with an Act of Parliament; 
national courts were under an obligation, 
within reasonable limits, to interpret 
national law so as to avoid confrontation 
with the community of nations or the well 
established principles of international lav 
In 1990 the Supreme Court of India had 
observed that in the event of doubt the 
national rule was to be interpreted in ac¬ 
cordance with the international obliga¬ 
tions of the state. The rights included in 
the covenant had already found their place 
in the Indian Constitution and other laws, 
and so the question of contradictions bet¬ 
ween Indian legislation and the covenant 
was purely hypothetical. No such contra¬ 
dictions had l^en encountered, and in the 
period under review Indian courts had not 
been required to adjudicate any case aris¬ 
ing from such contradictions; had they 
been required to do so, they would have 
attempted to achieve an interpretation 
reconciling international law and national 
legislation. 

He proceeded to answer queries in the 
same formal vein. The member's concern, 
as Nandita Haksar has pointed out .so 
ably, centred on the Armed Forces 
(Special ftrwers) Act and the TADA. 


Rosalyn Higgins is a noted authority on 
international law. She took up 
Ramaswamy on international law. He re¬ 
joined by saying international law confer¬ 
red no rights on the individual who could 
rely only on domestic law. Rosalyn 
Higgins’ observations deserve to be 
quoted; 

Mrs Higgins said that while from a com¬ 
mon law point of view she understood the 
theory behind the statement that the 
guarantees required by the covenant were 
all present in existing Indian law, she was 
somewhat puzzled as to practical applica¬ 
tion, given the reservations expressed, 
which suggested that the covenant was to 
be interpreted in line with Indian law, 
rather than the other way round. She 
would appreciate a comment on that 
point. 

She agreed with Mr Lallah that the 
National Security (Amendment) Act and 
the Terrorist and Disruptive Activities 
(Prevention) Act entailed derogations 
from rights under the covenant. Although 
occasioned by an emergency, those acts 
had not been proclaimed as emergency 
legislation. She wished to know why that 
was so, and why they had not been 
notified as derogations from the covenant, 
as requited by the covenant itself. She 
noted, moreover, that no time-limit had 
been specified for some of the provisions. 
As the covenant seemed to be subordiruite 
to the Indian Constitution and there were 
derogations from it, some of them without 
time-limit, covering wide areas of Indian 
territory, she would appreciate a statement 
on how the covenant could be said to 
apply in India. 

She raised another pertinent point: 

Mrs Higgins said that it was clear that the 
Terrorist and Disruptive Activities (Preven¬ 
tion) Act and the National Security 
(Amendment) Act provided for limitations 
in respect of the right of assembly, the 
courts and detention. Since those acts ap¬ 
peared to constitute derogations from the 
provisions of the covenant, it would be in¬ 
teresting to know why India had submit¬ 
ted no notification of derogation to the 
committee, as it was bound to do under 
article 4(3). 

Other issues raised by the chairman 
related to emergency powers, non¬ 
discrimination, the death penalty, use of 
firearms by the police and security forces, 
treatment of prisoners and other de¬ 
tainees. The chairman’s list on the last 
topic IS interesting: 

The Chairman read out section V of the 
list of issues concerning the second 
periodic report of India, namely: 
(a) detailed information regarding pro- 
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oeduRs for reodving complainu under the 
Bmided Labour System (Abolition) Act, 
1976; (b) consideration to updating the 
Prisons Act, IS99; (c) controls to ensure 
that persons arrest^ or detained are not 
subjected to torture or to cruel, inhuman 
or degnding treatment; (d) machinery for 
carrying out an independent and impar¬ 
tial imedigation into allegations of torture 
and of summary, arbitrary and extra¬ 
judicial ececutions, and independent 
investigations, if any, and their results; 
(e) information on arrangements for the 
supervision of places of detention and on 
prcNxdures for receiving and investigating 
complaints; (0 compliance with the 
Unit^ Nations Standard Minimum Rules 
for the Deatment of Prisoners and ac¬ 
cessibility of relevant regulations and 
directives to prisoners; (g) information on 
the scientific classification of prisoners 
with a view to preventing exposure to 
crimitmls during custody (para 6S of the 
report); and (h) information on detention 
in institutions other than prisons and for 
reasons other than crimes (e g, in 
psychiatric institutions). 

All these do not exhaust the topics rais¬ 
ed, legal delays and freedom of movement 
among them. So were freedom of associa¬ 
tion, freedom of religion and freedom of 
press. On Prasar Bharati, Ramaswamy 
gave this assurance: 

In 1990, the parliament had passed the 
Prasar Bharati (Broadcasting Corporation 
of India) Act. That Act sought to place 
the mass media, such as television, in the 
corporate sector, taking it away from full 
goverrtment control. The Prasar Bharati 
Board would be responsible for the super, 
vision, direction and management of the 
affairs of the Broadcasting Corporation 
of India. 

These extracts from the proceedings 
speak for themselves: 

The Chairman read out section XIII of 
the list of issues concerning the second 
periodic report of India, namely: 
(a) clarification of the statement in 
paragraph 134 of the report that the 
reference to ‘ethnic’ minority did not anily 
to Indian society, (b) special factors or dif¬ 
ficulties in the effective eitjoyment by 
minorities of their rights under the 
covenant; and (c) additional information 
on the work and functions of the 
Minorities Commission and its 
effectiveness. 

Mr Ramaswamy (India) said that 
although there were religious and 
linguistic minorities in India, the Indian 
people formed a composite whole racial¬ 
ly. and hence the concept of ethnic 
minorities and ethnic majority did not 
apply. 

With regard to section XIII (b) of the list 
of issues, he said that all human and 
fundamental rights and mechanisms for 


redress were equally available to mino¬ 
rities, which, further, enjtqied a specific 
Constitutional right to ot^lish and ad¬ 
minister educational institutions, so there 
were no special factors or difficulties in 
the effective enjoyment of human rights 
by minorities in India... 

Mr Sadi noted that Amnesty Inter¬ 
national, a respected international 
organisation, had recently published a 
detailed account of alleg^ torture and 
extrajudicial executions in the state of 
Manipur. He felt that India should have 
an opportunity to respond to such serious 
allegations, perhaps in writing, to the 
committee. 

Mr Ramaswamy (India) observed that 
Mr Sadi had raised a very sensitive issue, 
because the Indian government, convinc¬ 
ed that Amnesty International reports 
were one-sided and not impartial, did not 
recognise it as an official body with 
authority to supervise its activities. It 
would be recalled, incidentally, that he 
hiinself had acknowledged earlier that 


cholera’s sudden appearance in (.atin 
America, after almost 100 years in abeyance, 
presents health authorities with an extremely 
volatile situation. Every week more Peruvians 
fall victim to the disease: so far over 1,000 have 
died with 52,000 hospitalised out of 1,42,500 
cases. The sickness has been discovered in 
Colombia, Ecuador and just recently, in Brazil, 
according to Central America Report, 
Guatemala. With the exception of Costa Rica, 
which possesses an acceptable potable water 
system and sufficient preventive medicine, the 
other countries of the region could be hit even 
harder than Peru. It is estimated that in 
Honduras, mote than 30,000 people would be 
infected in less than three months once the 
disease gained entrance; with more than 80 per 
cent of the population (4,00,000) in the capital 
of legucigalpa possibly exposed to the bacteria. 
In Guatemala, according to Public Health 
Ministry data, the one million’Guatemalans (10 
per cent of the total population) who live in 
poverty belts within the metropolitan area have 
no access to any type of public services. Only 
68 per cent of all homes in Guatemala City have 
access U) potable water, while the purity of what 
is available elsewhere in the country is question¬ 
able In rural areas, less than 50 per cent of the 
population have water at their disposal. With 
the prevailing cholera scare the fears of many 
Guatemalans that their supposedly clean water 
is seriously contaminated are substantiated by 
daily newspaper reports. According to conser¬ 
vative data, in Guatemala only 38 per cent of 
the population have access to water; in 
Nicaragua, 49 per cent; Honduras, 50 per cent; 
El Salvador, 52 per cent and Panama, 83 per 
cent. Given these figures, the advice of health 
officials to boil water before drinking it and 
assume good personal hygiene habits, pales 
before the reality facing much of the region. 

Ihe monumental scarcity of water produces a 
plethora of problems such as overall unsanitary 
drinking and bathing omdiiions, disastrous 


thouHUKb had been killed by tenoriiu in 
the diituibed nreM of the country and that 
the government was trying to prevent such 
vio^ce; However, if Mr Sadi personally 
brought up any allegations, he would per¬ 
sonally oi^r a government investigation 
into die matta and would inform Mr Sadi 
of the outcoroo In ratif^ng the covenant, 
India had committed itself to making all 
rights available to all its citizens; and it 
had taken action on individual vidations 
without, of course; having achieved 
Utopian conditions. India’s judiciary was 
one of the best in the world, and its 
outstanding public interest litigation had 
in general uncovered all human rights 
violations, no matter where in India they 
occurred. The country as a whole was very 
sensitive to human rights and none were 
better sentinels of human rights than the 
Indian people themselves. 

The sheer pomposity of our attorney- 
general IS amazing. No wonder he made 
a poor impression on the committee. 


human waste disposal systems and generally 
negative health prospects. The international 
health organisations point out that there is 
another important factor in the propagation of 
any epidemic: the high rate of illiteracy. From 
a medical viewpoint, although the introduction 
of the bacteria is not fatal, the disease assumes 
latal proportions owing to rapid dehydration 
caused by violent diarrhoea and vomiting. Rir 
this reason, immediate treatment is absolutely 
essential. This is where not only ignorance but 
a deficient health system come into play. In 
i^ru, health olTicials have been confronted with 
public hospitals filled beyond capacity. The 
threat of a widespread epidemic in this case is 
a medical nightmare. The University of San 
Carlos in Guatemala reports that b^use of 
ihe country’s precarious hospital infrastructure, 
Guatemalans today face much the same situa¬ 
tion of a century ago when 12,000 people died 
in a cholera epidemic. According to Argentine 
biology experts, the elimination of cholera in 
Latin America will not be a matter of months 
but will lake five to 10 years. The more time 
that passes, the more victims will die, since 
every day the number of poor increases. The 
Latin American Economic Commission 
(CERAL) affirms that in the last decade, poverty 
has increased between 10 per cent and IS per 
cent in Central America. If one considers that 
in 1980, 60 per cent of the inhabitants of the 
region were Steady poor, the numba of Central 
Americans living in poverty now is around 75 
per cent. The fact that cholera or any other 
endemic disease is nourished primarily by 
poverty means that stopgap preventive measures 
are generally ineffective. The kinds of services 
and attention most needed at this point are 
exactly those that have been Ihe first cut as 
economic structural adjustment has uiken its 
toll throughboul the region. The dollar savings 
from such cutbacks in vital public services «^l 
be difficult to justify if the threat of a choleia 
epidemic becomes ■ reality in Central Amtriei 
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NEW DELHI 

Charade of Plan Making 

BM 


With the shadow of the World Bank-IMt combine looming large 
over economic policy making, the Planning Commission’s pretence 
of carrying on as if nothing was the matter fails to carry 
conviction 


IS the era ot planned econoinii develop 
ment coming to an end in India'’ It is not 
the first time that this question has been 
raised after India embarked on the path 
of planned development after gaining 
political independence Rut the persistence 
and stridency with which it is currently 
being raised is quite remarkable Ihe 
reconstitution of the Planning Commis 
Sion by the prime minisici P V Narasimha 
Rao, albeit with sonic delay and, some say 
also with hesitation and reset vations, has 
.lot put an end to such questioning Such 
questioning has actually become quite 
cynical This is not toituitous cithei It is 
not the incompetence of the planners and 
their inability to produce a feasible plan 
or the inabiittv and unwillingness of the 
administiatice set up in impkmeiii one 
which IS at the root of the questions being 
raised and misgivings that arc being ex 
pressed In fact the piofesbional planners 
in Vojana Bhavan can very well claim, as 
they actually do that their plan making 
“xerciscs have become, ovei the years, 
more detailed and meticulous If their 
labours have pioved iniructuous and have 
failed to bcai fruit in recent years, the 
fault IS not at then level If they have been 
frustrated in the past bv policy makers or 
Ihe lack of appropriate policy decisions 
at Ihe highest levels of the government and 
the political leadership they are now tac 
ing the position that the philosophy and 
rationality of development planning is 
being questioned in the name ot so called 
market frie.sdly approaches to tackling 
the problems of socio economic develop 
ment 

The process of economic development 
and planning has undoubtedly reached a 
difficult and complex stage Uncertainties 
have grown and the need for radical and 
decisive action to overcome them has 
become imperative I he balance of 
payments crisis on which attention is 
sought to be focused at present is but part 
of a cumulative set of problems on a 
broad front The fact indeed is that most 
trying for tlje politicians and administ 
rators, as for the planners, is the sharpen¬ 
ing conflict of interests in the economy, 
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society and polity which does not give 
much room foi soft options to deal with 
these conflicts and so manage them in 
such a manner that orderly planned 
development becomes feasible and opera 
tional An old hand in Yojana Bhavan 
wryly remarked that Pranab Mukherjee, 
the present deputy chairman ot the Plan 
ning C ommissioii has become an ardent 
plannci if he had found £ome other berth 
in the Narasimha Rao government, which 
he would have very much preferred he 
would have come down on planning and 
planners with gusto 

I he Planning Commission which has 
been reconstituted with the appointment 
of seven full tunc members has a large 
complement of cabinet ministers as part 
lime members This is not a good augury 
tor the professional planners to function 
well and cltectivelv Past experience shows 
that the influx of cabinet ministers as 
members, which is also accompanied by 
a large complement of bureaucrats at 
vaiious levels m the commission set up, 
has been deleterious for the health of the 
Planning C ommission and has adversely 
effected its tunciioning and the quality of 
Its work The commission, as it has been 
constituted, does not inspire much con 
fidence as to its technical expertise and 
comprehension of the problems ot building 
an integrated policy fiame and for 
mulating a development plan which would 
be well structured internally consistent 
and feasible given the political and social 
alignment of forces Another noteworthy 
feature is that the prime minister chose to 
reject, by and large the recommendations 
of the deputy chairman of Ihe commis 
Sion on the appointment of Ihe members 
The personal contacts and the whims and 
fancies of the prime minister seem to have 
played a large part in the appointment of 
the members A la.una can be immediate 
ly noticed in the > omposition of the com 
mission There is no development planner 
and model maker among the members, 
though C Rangarajan is a competent 
economist in the field of his specialisa 
lion There is a doctor, an educationist, 
a scientist and one who is interested in 


rural development but cannot daini to be 
an expert in agricuiturei It is significant 
that under the allocation of work to the 
members of the commission, Rangarajan 
would look after international economics 
and trade but financing the development 
plan has been kept by the deputy chair¬ 
man under his personal charge What is 
sought to be indicated, it is claimed, is a 
shift of emphasis, so far as the role of the 
Planning Commission is concerned Plan¬ 
ning of investment with resouaes which 
the public authority can mobilise and 
deploy resources which have shrunk to 
dangerously low levels, tor the growth of 
industry and agriculture, is not on the 
cards now Reliance will have to be placed 
on private enterprise for the development 
ot industry as well as agriculture The at 
tcniion of the planners will be focused on 
formulating schemes for what is called the 
social sectors How exaaly these schemes 
will be financed is not made clear The 
agencies that will mobilise resources for 
deployment in these schemes, presumably 
under an order of planned pnoi.ties, are 
also not being identified The relevance of 
development planning in ihe liberalisation 
policy Irame which has been projected m 
the policy announcements immediately 
alter the formation ot the Narasimha Rao 
government is still very hazy The Plann¬ 
ing Commission was not even constituted 
when the policy annoucements were made: 
The only comfoit for the planners may be 
that even the finance ministry and the 
commerce ministry have been mere 
mouthpieces for announcing ready-made 
blueprints, evidently provided by institu¬ 
tions representing the country's foreign 
creditors 

The new Planning Commission has 
decided that it will not engage in another 
exercise to define afresh the approach to 
the Eighth Plan beginning 1992 9^ While 
thus formally accepting a two year plan 
holiday on the conclusion of the Seventh 
Plan, this decision also castes doubts on 
the keenness of the official planners to 
engage in a meaningful exercise to frame 
a sound Eighth Plan for socio-economic 
development It is airily suggested that 
planners have already with them the two 
approach documents for the Eighth Plan, 
one drawn up by the Planning Commis¬ 
sion under the aegis of the Congressd) 
government before the 1989 general elec¬ 
tions and the second one presented by the 
Planning Commission constituted by the 
National Front government and approv¬ 
ed by the National Development Council 
in 1990 It IS ready to adopt both these 
documents and the totally divergent ap¬ 
proaches they embody and pretend on 
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Eighth Plan In addition, there is the hur¬ 
riedly prepared draft of the I ighth Plan 
left behind by the Planning Commission 
set up by the C handra Shtkhat govern 
ment which, it is smugly suggested can 
be given final shatic with some minoi ad 
justments, delineation of thiust aieas and 
of course, smart editing ot the plan diKU 
ment This is a fantasiiL position to take 
for the Planning C ommission of a gosti n 
ment which is claiming to make a shaip 
break with what is loudiv denounced as 
the failed experiment in development 
planning in the past and proclaiming with 
gusto a new road to development based 
on private enterprise and plav o( niaikct 
forces A seniot ultieial with espeiience 
of old style planning has however been 
entrusted with the task ol piepanng a 
paper which will outline the >o called 
thrust aieas foi planning and delineate the 
implications ot the growth laic which the 
new government would like to project lor 
the five ycai pciiod ol the L ighth Plan 
The options here are said to be well settl 
ed The thiust areas would be population 
eontiol, development of inlrastrtieture 
which will still have to be undertaken in 
the public sector to boost private enter 
prise Thedelinitionof inlrastruetuie of 
couise, IS still inconclusive and ha^y It in 
eludes, unctuesiionablv power iingation, 
transport and communications But it also 
includes human resources development 
which in additon to technical training 
would also reejuire primary education and 
health services to be promoted in a big 
way Going on this basis resources which 
the government and the public agencies 
in general will have to mobilise and deploy 
will still be enormous and pruning of in 
vestment m public sector industiy is not 
likely to give much relief to the govern 
ment in this respect It is the ticklish qiies 
lion of the resources which has so lai 
stood in the wav ot drawing up of the 
Eighth Flan Also significantly the 
shimking resources in the hands ol public 
authorities lor investment is also the driv 
ing force behind the so called market 
oriented liberalisation and privatisation 
policy Ihedcputv chairman keeping the 
finance poitlolio to himself cannot tackle 
this problem it can only be a cause loi 
some cmbairassment and friction between 
the finance minislry and the Planning 
C ommission 

Pianab Mukherice was denied by the 
wily prime minister his claim to the ot 
flee ol finance minister Mukherjee has 
therefore to attempt to make his presence 
felt from his perch in Yojana Hhavan He 
has, therefore, talked with much ebul 
hence, contrived or sinccie about the 
relevance of development planning and 
the need to '*prioiilist the development 


give market forces a dominant role in the 
determination of the content and direc¬ 
tion of growth as well as growth agents 
in the economy and society are being 
pushed through He was looking forward 
eagerly to the early constitution of the 
Planning Commission with members of 
his choice which would help give him an 
effective platform to operate in the pre¬ 
sent political-administrative set up But he 
has again been let down with the prime 
minister ignoring his concerns and recom¬ 
mendations Narasimha Rao took a long 
time to make up his mind since the 
reconstitution of the Planning Commis¬ 
sion was evidently a matter very low in his 
P loiities 

The chorus in support ol privatisation 
and structural ad)ustment with a human 
face meanwhile is becoming strident as 
the populist ploy to cover up the true in 
tcntions of the vested interests in the 
economy and society and their political 
'epresentatives Mukherjee cannot stand 
aside and has to torn it He will be called 
upon to provide in the plan, without 
resources in sight, foi ‘saleiv nets’ for the 
helpless and vulnerable segments ot the 
population I hough SO per cent ol the 
population in India is still eking out an 
existence at oi below the subsistence level 
and IS outside the pale ot what is called 
the market economy which provides ef 
tcetive demand loi market oriented econo 
niie activity, the so called safety nets are 
being concerned partialis to take care of 
only those who would be pushed out ol 
gainful economic activity and made 
redundant by the so called etriciciit capital 
intensive modernisation ol the production 
structure What is in the offing is the tui 
thei narrowing ot the social base for the 
development process to make headway 
I he very idea that the Planning C ommis 
Sion, while it is made to shed its tole as 
the prime agency for planning balanced 
and equitable socio economic develop 
ment can be conyerted into an agency lor 
formulating meaningful schemes tor the 
social sector as an integral part ol the 
design foi development is, therefore false 
fanciful and deceptive 

While investment plans in the past 
created a dual society with the upper and 
middle classes consolidating their post 
tions in the system inherited from the col 
onial era, any idea ot development plan 
ning in which institutional reforms is 
given a role in investment planning now 
stands condemned by those who call the 
shots The drift to a plan holiday has been 
the inevitable denouement If the first 
three year plan holiday in the 1960s was 
an interruption in medium term develop¬ 
ment planning which could afterwards be 
lesumed, albeit with significant policy 


holiday in development planning which is 
at present being observed cannot be easily 
terminated in order to return to mean¬ 
ingful development planning afresh 

It IS necessary in this context to reckon 
with the dark shadow of foreign creditors 
and the World Bank IMb combine over 
economic policy and planning exercises in 
India Ihe structural adjustment of the 
Indian economy is to be financed by the 
IMF and other foreign creditors, and in¬ 
volves acceptance, together with foreign 
credits, of onerous conditions, the primary 
condition being that development plan 
ning be aborted and the role ot the Indian 
state in the development process signt 
flcantly diluted The fixing and prioritisa¬ 
tion of the so tailed thrust areas of plan 
ning have become anachronistic proposi¬ 
tions in the current economic situation 

The Planning Commission is being 
geared for preparing the draft, or at least 
a draft outline, of the Eighth Plan in the 
next couple of months to enable the 
holding of a session of the National 
Development Counal Another session of 
NDC IS proposed to be held in February 
1992, when the Eighth Plan in a finished 
form would presumably be presented to 
It for approval Whether this time-table 
set for the planners by the deputy 
ehariman of the Planning Commission 
will hold IS, however, a moot point The 
Planning Commission under the Chandra 
Shekhar government too had been per¬ 
suaded to call a meeting of NDC in April 
this yeai to approve the Eighth Plan The 
planners worked feverishly to prepare the 
chapters of the plan for this meeting But 
by January, it had become clear that all 
this work was in vain and work on the 
plan had to be suspended when the so 
tailed high-powered committee of the 
prime minister, the finance minister and 
the deputy chairman of the Planning 
Commission failed even to meet to take 
a view on the resources position for the 
plan When the presentation of even the 
budget was postponed, the work on mak¬ 
ing any kind of a development plan 
became infructuous and an exercise in 
futility That the budget for 1991-92 was 
finally made and presented by the 
Narasimha Rao government does not 
mean that work on making the plan can 
now be resumed with any assurance or 
realism The political uncertainties sur 
rounding a minority government cannot 
be* wished away The resources position re¬ 
mains stretched The competing demands 
on available resources for current eon 
sumption remain unchecked The formu¬ 
lation of the Eighth Plan m these condi¬ 
tions will not carry conviction or 
credibility 
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Festicides: From Silent Spring to 
Indian Summer 

Apama Viawanathan 

The debate over pesticide use in India has been framed in a false 
dichotomy: prevention of human and environmental pesticide 
poisoning versus increased foodgrain production and control of 
insect-borne diseases. However, analysis of the effects of pesticides 
reveals that increasing pesticide use docs not boost foodgrain 
production over the long term but, instead, has led to a 
resurgence of both target and secondary pests 


IN the name of science and control over 
nature, man’s systematic pesticide poison 
ing of plants, animals, soil, water, and the 
entire ecosystem rages on unabated and 
unnoticed In l%2, Rachel C arson pub 
lished the classic Silent Spring vshich 
shocked the western world into conscious 
ness and led to the banning of DDI as 
well as enactment of pesticide regulations 
m many countries In 1977 Rolling Sioni 
editor David Weir provoked anothci 
public outcry by disclosing thal US and 
I uropean corporations were selling diiigs 
pesticides and othei chemn als which were 
banned in their home couiitries to the 
developing woild Other revelations 
followed in 1975 C iba Cicigy used 
Indians as human guinea pigs to lest the 
effects ot pesticides and spiayed 18 
Indians aged It to 57 with the organo 
phosphate, Nuvacron 40 

Nevertheless, while Silent Spiing 
awakened the western world to the catas 
trophic implications ot the systematic 
pesticide poisoning of the envnonment 
India still slumbers in a kumbakarnic 
sleep only one of the woild s most ha/ai 
dous pesticides, known as the dirtv 
do^en’, IS banned in India Ihe diriv 
do/en' include DDI, BHt (ben/enc hexi 
chloride), Aldrin, tDB (ethylene dibro 
mide), chlordane/heptachlor, methyl 
parathion, paraquat, DBCP (dibromo 
chloropropane), chlormidelorm, 2,4, 5 I, 
loxaphene ar.d PC P (pentachlorophcnol) 
These pesticides are deadly Lven one 
swallow of paraquat is a lethal dose for 
an adult A spoonful of parathion, a nerve 
gas developed in the second world war, 
spilled on the skin is also lethal Never 
iheless, only 2,4,5 T has been disapprov 
ed for registration in India' In sharp 
contrast, all of the ‘dirty dozen' are bann 
ed or severely restricted in industrialised 
countries 

Measured by tonnage, at least 70 per 
cent of all pesticides used on Indian farms 
are banned or severely restneted m western 
countries and identified by the World 
Health Organisation (WHO) as extremely 
toxic or hazardous An even^iater percen¬ 
tage of pesticides banned in the west are 


used in Indian public health programmes 
for example although DDT has been 
banned in 24 countries India consumed 
|5 826 inciric tons in public heallh pio 
erainnies in 1984 85 ' Similarly although 
BHC twice as loxic as DDI has been 
banned m live countiies and severely 
lesiiicted in Is countries including the US, 
25(KXl tons weic used ai India in 1986 
\nd the I St IOCS on 15(1 tons ol hepta 
thloi thicc times as toxic as DDI and 
banned in 20 eountrics aic consumed 
aniiuillv in Indii l)B( P banned in IK 
eoimiries includin' 'he US is used on 
whe It end othci crops in India 

Indii IS the laicesi consumer and 
manulacturei ol pesiicidcs among sou'h 
Asian and Alrican eoiinirics and pesticide 
use in Indi i h is inuliiphed 20 times bet 
ween I960 and 1‘iso Ihe inlioductionol 
high yieldine viiicu seeds durine the 
preen revolution iiereastd (lesticide con 
umption as Ihe luw vniicticsare lessrcis 
taut to pests ih in tradition il seeds 

Ihc risks ol iiieie isid use ol ha/aidous 
pesticides are mi iiiticU in Indii is in 
tropical conditions it isvciv dilti nil to 
l sc pioteclivc elotlimc laci m isks tioves 
and boots while spiavinp I uiihcimeue 
illiteracy and lack ol inloimaiion among 
farmers conn ibiiic to pesticide misuse A 
reeeni survey ol larm woikers spraying 
pesticides in (miarai revealed that the 
workers weic not given any pioicctive 
clothing, only '0 pci cent cewcied their 
laces with a cloth and oiilv 20 pet cent 
washed then hands aliet spraying 

As a result ol the videspread use and 
misuse ol hazardous pesticides India ac 
counts for ovei one third ot the 5,00 (X)0 
acute pesticide poisonints which the 
WHO estimates tKcur every year in the 
developing world In addition to acute 
poisoning, exposure to Ihc ‘dirty dozen’ 
pesticides produces latent diseases and 
disorders such as caneer, heart disease, 
brain, kidney and liver damage as well as 
sterility, spontaneous abortions and birth 
defects 

Indians face a much higher iisk ol 
death and disability caused by acute and 
cumulative exposure to pesticides as they 


carry more pestiade residues in thmr 
bodies than people anywhere else in the 
world Indians ingest 40 times as much 
DDT and BHC as their American and 
English counterparts * 

The level of DDT and BHC residues in 
food in India is among the highest in the 
world According to a 1984 study by the 
UN Food and Agriculture Organisation 
(FAO), all of the 1,500 samples of cereals, 
pulses, milk, oil and meat sampled from 
all over India contained DDT and BHC, 
and the residues exceeded the W HO safety 
limit in 25 per cent of the samples In con¬ 
trast only I 2 per cent ol the food samples 
had residues above tolerance levels in 
market basket surveys in developed coun 
lues I urthermoic Indian babies imbibe 
light times more DDI in their mothers’ 
milk than American Swedish and German 
babies ‘ 

In addition to the catstrophic efiecis on 
human health pesticides have also polluted 
water soil and air as thev do not degrade 
easily and can persist in the environment 
foi as long as 20 years Furthermore as 
pesticides arc not selective bioiii killers, 
they also kill many non target spicies as 
well as the targeted pest For example, 
DDT IS highly toxic to aquatic life and 
bird populations and due to aerial drift. 
It IS impossiblt 10 present DDI from 
spreading to areas even lemoic from the 
site ol appluation' 

However thi debate over pesticide use 
III India has been framed in a false 
dichotomy pieveniion ol human and en 
viiotimcnlal pesticide poisoning versus in 
cicaMd foodgrain production and control 
ol insect (vectoi) borne diseases The 
systematic pesticide contamination ot the 
teosvsiim IS defended as a necessary evil 
in ordei to inctease agneiilluial yields and 
eontiol malaria However analysis ot the 
cnviionnicntal and biological elfeets of 
pesiicxles reveals that iniieasiiig pesticide 
use docs nut boost foodgrain pioduction 
ewer the long term but instead, has led 
to a lesurgence ol both target and secon 
dary pests Similarly although pesticides 
reduced the incidence of malaria follow 
ing the second world war, a resurgence of 
malaria has occurred Like all wonder 
diugs, pesticides promised miracles but 
only delivered addiction 

Pesticides have led to a resurgence ol 
pests many times greater than the initial 
outbreak as, first they are not selective 
killers Pesticioes poison many nontarget 
species including the natural predators 
and parasites position ol the target pest 
The few surviving natural enemies starve 
to death after spraying as the pest popula¬ 
tions are temporarily too low to provide 
sufficient food Subsequently, the surviv¬ 
ing pests multiply without control as their 
natural enemies have been killed For ex¬ 
ample, use of DDT to control the boll 
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weevil, ■ a>tton pest, destroyed the fire 
ant, a natural predator of the boll weevil 
F^sticides also destroy the natural 
enemies of non-target pests thereby dis¬ 
rupting the population control mecha¬ 
nisms provided by nature and transform¬ 
ing insects which previously caused minor 
problems into serious pests For example, 
use of DOT and methyl paratluon lo con 
trol the boll weevil destroyed the beneficial 
arthropod parasites and predators residing 
in cotton fields which resulted in an enor¬ 
mous outbreak of the bollworm and 
tobacco budworm known as the Hcliothis 
complex While the Heliothis complex 
had only caused minoi and sporadic 
damage prior lo the intioductiuii of DDT. 
It replaced the boll weevil as the primary 
cotton pest by the early 1960s 
In addition to destroying natuial enelU 1 c^ 
pesticides lesult in the emergence of 'esis 
tant insect species Resistance develops at 
cording to the Darwinian concept ut 
natural selection As only the tough in 
sects survive the chemical spraving, they 
become the parents ol ihc next gciieralion 
passing down the genetic tiaiis loi 
chemical lesisiaiict 

According loa 1980siudv by ilic lAO 
432 species tit arthropods art tesistant to 
seveial insetticides As a lesult, totioii 
farmers in Onjarat s|<iav ihtn lields 20 lo 
30 times more olttn than bclore with in 
cieasingly toxic and expensive pesticides 
which consiitiitt ovci SO per cent ol 
cultivation costs In Maliaraslitia. cx 
pcndituicson (Ksticidcs have increased bv 
340 pci cent wuhoiii anv iiicicase in the 
average vield In Antlhia I’radesh, the 
state whcie the highest amount ol pcsii 
cides, IS,000 tons a scat, art consumed 
over IS species til pests have become usis 
lam to the commonly used agiochemiials 
I uithcrmoic, malaiial mosquitoes have 
also den-eloped icsisiancc to pcsiicidts In 
1%I, alter 10 scats ot 1)1)I use the 
nuitihci ol malaiia cases in India had 
lallen to‘<0,000 Howevei, the \nophclcs 
mosquito has become lesniant to oreano 
chliirnic pestleidt» such as 1)1)1 especially 
in juas which had adopicd high yieldinu 
tormsol agileulluial piodnciion Indian 
ollicials have also ic|ioiiid icsisiancc lo 
the moK ic>\ic oiganophosphatc and cai 
baniaic pesticides As a icsnii, a icsui 
gcncc has occurred in iiialaiiacases which 
nuinhci OVCI two million lodav 

Widtspicad pcsiicidc use has both cli 
minatcd ilic iiaiuial piedaiois and paia 
sites ol many pests .nid piodnced the 
emergence ol icsistaiii ih'sI species The 
consequent explosion ol taicet and sec on 
daiy pests has diminished crop yields and 
inflicted prohibitive pesticide costs on 
farmers The inelfeetiscness of chemicat 
pest control is revealed by the (act that the 
1,00,000 funs of pesticides consumed in 
1984 85 in India helped save only 10 per 
cent ol foodgrain production '* T hereforc. 


pestiade poisoning of the ecosystiM is not 
a necessary evil which must borne in 
order to increase food grain production 
or control malaria On the contrary, the 
reduction and elimination of pesticide use 
and ihe adoption of alternate means of 
pcsi control are the first steps toward 
increasing crop yields and eliminating 
disease over the long term 

Recognising the ineffectiveness and 
tremendous hazards created by pesticides, 
many western countries have shifted 
towards use of Integrated Pest Manage¬ 
ment (IPM) The fundamental difference 
beiwcen IPM and pesticide use is that 
while chemical control spreads an indis 
ciiminaic biotic killer in the environment 
without legaid lo the interaction of such 
chemical> wnh the processes ot nature, 
IPM stresses enhancing pest control 
mechanisms which already exist in nature 
and distuibing these natural processes as 
liitic as possible 

IPM relies on a combination ol icchni 
ques winch include biological controls 
such as releasing natural enemies ol Ihe 
largei pest in the area whcie the pest i< 
located, developing host resistance hv 
selective breeding ol lesisiant crop vane 
lies, autocidal controls, that is, tactic' 
which cause the pest to contribute lo the 
icductioii ot Its own population such as 
leleasc of lahotaic'ry propagated sierilc 
iiules, and < ultnral contiols—techniques 
which make 1 In cnsiionmcni less l.ivoura 
bk to pest upiuduclion and sursisal 
C ultuial coiiiiols include eails planting to 
avoid peak pest periods or saniiaiion to 
icmovc food and bleeding sites loi pests 
C top loiaiioii IS also used against pests 
which Laiinoi sin vise lot long periods ot 
mile witiunii ciopconiact and trap crops 
.lie used to itiiaci pests to a small tails 
ciop which IS then dcsirosed ' 

I \pci line III al IPM piogiaitimc in India 
li.ivw succcsslulls icduced use ol pesticides 
on ci'iion bs one hall and have iticicased 
yields Ihi 1PM piogrammcsA'mphasisc 
choosing a scid \aiicis which avoids maxi 
iiuiiii boll loiinaiion during ilu peak 
pciioci ol hollwoiin adiviiv, sowing in 
Mas use ol paiasiics and sanitation 
mc.iMncs siich as npiooting crops at the 
end ol the sc isoii ' 

In ( uttack Oiissa, an IPM piogianmic 
used calls maun mg, short duration vaiic 
tics ol Mcc icsisiaiil 10 gall midges and the 
stem horti and iice stubble was desiioycd 
bs ploughing alter harvest to avoid pest 
caiivovci As a result, Ihe major rice pest 
the stem borer icached (he economic in- 
juiv level only in one ot II villages and 
pesticides use was drastically reduced to 
one spraying in the field and the 
nursery'' 

Biological controls have been proven 
successful in controlling vegetable crop 
pests in India For example, larval 
parasites were used to control Huteiia 


xylostdia, a cabbage pest, by 47 per cent; 
consequently, 100 per cent of tiw plants 
produced normal heads of cabbage with 
only the outer leaves damaged. 

Biological controls have also been sue- 
cessiully used instead of DDT to control 
malarial mosquitoes. A stnin of the bac¬ 
terium Bt var israelensis Serotype H-U is 
a mosquito larviadal agent which achieves 
too per cent mortahty Fish have also been 
used to reduce breeding of the Anopheles 
malarial mosquito from 32.8 per cent to 

I per cent in India one month after in¬ 
troduction into wells in Pondicherry 
Another Indian field experiment used 
natural and synthetic garlic extracts as a 
mosquito latvicide against Anopheles. 

Instead of using BHC to control storage 
pests, jute bags 'reated with either 2 per 
cent asorbie acid or 1 per cent acetic acid 
protected stored wheat grain for three 
months rurthcrmoie, the leaves and seeds 
of the ‘ncem' tree, indigenous to India, 
have been used to discourage pests when 
mixed with grains m storage *' 
Fxpciimental evidence reveals that Inte¬ 
grated Pesi Management is a far more sus¬ 
tainable agricultural practice than 
pesticide spraying as it selectively controls 
pests wiihoui cither creating an outbreak 
ol newly lesistant species or contami¬ 
nating the entire ecosystem with toxic 
chemicals In a country where over 22,000 
deaths Itom pesticide poisonings occur 
each year, tht manufacture and use of the 
dirts dozen must be banned and replac 
cd with a mote ecologically and econo 
niicalls sound form of agriculture as the 
silent spimg has turned into an even more 
deadly Indian summei 
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Waf by Proxy 

IVIadan Gopd JaJoo 


The number of proxies collected by the Ambanis tor the L&T 
extraordinary general meeting has set a record In view of the 
possibility of multiple proxies having been given without 
infringing in law, it is necessary to verify the proxies and weed out 
the multiple ones. This elementary precaution has assumed 
significance in this case because it does seem that the cult ot 
booth-capturing is perhaps being extended to corporate disputes 


THREE years have elapsed sinse the 
^lnbanls made thetr overt moves to take 
over I AT The first year. Septembci 1988 
10 August 1989, was rather uncventiul, but 
ihc groundwork for waging a war, it it 
became necessary, had been prepared 
four Ambani nominees had become direc 
tois of 1 AT, one of them, D H Ambani 
had become the chairman, and a large 
amount of Rs 91 croie, hgd been raised 
bv issue of convertible debentures I he 
sitond year, September 1989 to August 
1990, saw powerful fireworks and ended 
u Ill the Ambanis clearly emerging as win 
ners fhev had succeeded in making the 
mega issue ol lully convertible debentures 
(I C Ds) of Rs 820 crort and in calling up 
half the amount, despite a fierce legal 
battle for puiposes which mci ihc pics 
sing financial needs ol Reliance com 
panics This however was not disclosed 
to the shareholders ol f Al bcc lusc thev 
might not have icacted lavourabis In the 
turmoil tliat followed the Ambanis were 
deprived ol the suppliers cicdit ol Rs 
ciore from 1 AT But they weie assured ol 
satisfactoiy alternative linancingol both 
Keliaiiet Industiics and Reliance f’etro 
chemicals protects 1 hcv also lost the 
>.hairmanship of IAI but all the proles 
sional manage IS continued to give them 
due deference Just as the veai was com 
mg to a close, the political climate which 
h id been unfricndls, if not mimical, to the 
\mbanis in the I AT inattet, had Mailed 
to change in a manner favoiirablc to the 
\mbanis A less ambit'ous person would 
have been content with these substantial 
achievements At this stage the Ambanis 
holding in LAT was said to be less than 
2S per cent as against the public linaneial 
institutions' T7 per cent 
Dhirubhai Amboni is evidently made of 
sterner stuff When he sensc*d the change 
in the political situation at the start ol the 
third year in September 1990, he decided 
to press further Since November 1989 the 
litigation m the Supreme Court regarding 
the mega-issuc of FCDs of Rs 820 crore 
had remained dormant Earlier the court 
had approved provisional allotment in a 
manner which suited the Ambanis to the 
dot Ambanis revived the litigation, osten¬ 


sibly because L Al's Board had decided to 
prune the si7e of the mega issue from 
Rs 820 erorc to Rs 640 crone and make the 
issue partly instead of fully convertible 
These changes icquired the court’s ap 
proval A lew subscribers to the deben 
lures fell aggrieved and took the matter 
to the Madras and (lujarat high eouils, 
these came to be transferred to the 
Supreme Court to be tagged on to tlie 
pending litigation In fad the debenture 
holders grievance which was in reality 
insttgaled by the Ambanis became the 
dominant issue in the Supreme ( ourt 
piocecdings 

During the course ol tlic Supieme 
Coiiit hearines lAls board made 
anoihci somers.uili they did not mind 
keeping the issue ai I tic oiigmal amount 
ol Rs S2<) ciorc instead ol pruning it to 
Rs 640 cioic it the court was so inclined 
At one stage Ihc iiidccs made a query as 
ic' wfiyihc conipain icquired Rs 820crore 
now that I hcv h id decided to cancel the 
suppliers credit ol Rs 6TS crore lo 
Reliance copi|iames included in the origi 
rial csiim.iic ol ouihv conveyed lo C C I 
(though IK) to the sliaicholders) No 
one I AI the III) iiicial mstilutioni the 
govcinnicni or ilic public interest litigants 
ill loucih ! icpicscnicd bv a do/ci 
disimguishcd counsels made anv effort 
to ciiliMliicn the tudges on this score 
I liii'iaiciv the coiiil gave its approval to 
the oiigmal amount ol Rs 820crore One 
icgicis to sav that the whole legal wrangle 
fails to inspire rcspe“cl lot the iiidicial pro 
cesses III the counitv 

Ihe Ambanis had anoihci stroke of 
good luck—a more phable government 
had been installed in Delhi They sought 
the removal of D N Ghosh from the chair 
nianship ot I AI and the C handra Shekhar 
government duly obliged I his, however, 
proved to be the proverbial half loaf, the 
Ambanis could not be expected to be 
reconciled to this They wanted the com 
pany to be wholly under their control but 
could not even gel back into the chair¬ 
man’s seat T he political situation in the 
eoi ntry was such that even a pro-Ambani 
government thought discretion the better 
part of valour, notwithstanding the fact 


that a general election, in which the 
Ambanis’ patronage was a signifleant 
factor, loomed large 

There followed a lull of three months: 
the tragic death of Rajiv Gandhi pro¬ 
longed the election process and finally a 
minority government took over the reins. 
This government swears by the legacy of 
Rajiv Gandhi, but is evidently not com¬ 
mitted to accepting all the suggestions, 
requests or commands emanating from 
Ihe Ambanis In the last week of July the 
Ambanis made their move to force the 
hands of the new prime minister and 
finance minister They were going to test 
their strength against the government in 
open combat 

A wholly owned subsidiary of Reliance 
Industries, Trishna Investments and Leas¬ 
ings had been the main vehicle for the 
Ambanis acquiring sliares of LAT Trishna 
sent a requisition for an extraordinary 
general meeting (ECiM) ol I Al, pursuant 
to Its statutory light as holder of more 
than 10 per cent shareholding, to pass 
icsolutions lor (a) appointment of 
D M Ambani as director and chairn an of 
the board and (b) appointniei t ot 
Mukesh Ambani as managing director 
The requisition staled that Trishna had 
more than 10 per cent shareholding in 
I AT, subsequent newspaper repoits gave 
the ptecisc figure 16 02 per cent The 
Ambanis have been giving the impression 
that then total holding in I AI was very 
substantial 22 pet cent, 27 per tent, even 

per cent have been the figures bandied 
about 

But there is no possi'iility of vet dying 
the details ol shareholdings, not only of 
I AI but ot any ol the Reliance com¬ 
panies One of the first moves made bv 
the Ambanis atiei then tour nominees 
lomed the boaid of 1 AT was to transfer 
the share registry from Tala Consultancy 
Set vices to an in house company of the 
Reliance group. Reliance Consultancy 
Set vices, located at ( hembur, a distant 
subuib ol Bombay This insures total 
seeieey even the largest shareholder. Life 
Insuiance Corporation of India, was, in 
April 1990, unable to obtain details of 
1 AT shaieholdings aftei it had served a 
requisition fur a meeting T he I IC had 
to knock at the doors of the high court 
tor directions to the company to make 
available these details Another source ot 
veiifieation of shareholdings is the 
Registrar ol C ompanies The RoC’s office 
space IS quite insuflieient and inspection 
ol shareholdings ot laigc companies is 
practically ruled out In any event, the 
RoC’s office IS equally subservient to the 
Ambanis In 1989, this writer was unable 
to obtain inspection of the prospectus 
lodged in respect of the mega-issue even 
though the prescribed fee was collected 
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Iroin him. 

Requisitioning of the meeting was 
meant as a warning shot, or, if one may 
use a different meuphor, beginning of the 
match between the Ambanis and the 
government With a difference The 
players on the government side were 
known—executives of public financial 
institutions with their benign interest in 
the outcome—whereas the Ambanis 
marshalled a team of unlimited numbers 
The Ambanis own L&T shareholding, 
whichever figure was true, would not 
ensure their winning the match in opposi 
tion to the public financial institutions 
holding About 1,78,000 persons held the 
remaining— VI per cent or 18 per cent - 
shareholding The Ambanis organised a 
massive proxy campaign a veiy laige 
number ul emissaries went round collec 
ting pioxics, on piece lait basis 
culminating in a claimed 82 964 pioxies 
representing 48 I pei ccn< ol the cquiis 
shareholding These were alre.idy lodged 
with the company b> August 21 This was 
something ot an incredible teat il iiuc 
the match is ovci, the Ambanis hismg 
won a resounding Viciory But this will be 
taking a simplistic view 

Proxy IS an msttiimeni which enables 
a shareholdei who docs not intend to 
attend a meeting to appoint anoihti 
person to attend and vote loi him C om 
panics usually supply blank prow toims 
which the shareholdei s sum and alter 
affixing to each a lOp revenue stamp 
these aic to be lodged with the eoinp inv 
48 hours befoie the lime ot the meeiiiii 
those solieitmc proxies may ilso suppiv 
proxy forms In the ease ol I AI s I (Al 
proxy fivrnis were sent out to all sh iie 
holdeis by the companv bv liishn i which 
had requisitioned the meetinc and vcmiu 
A mbani associates It is noi impropei loi 
a shareholder to give moie ihan one 
proxy, even after having given a proxy he 
may attend in person and it iiioie ihin 
one proxy is given all of them may attend 
A proxy can vote only il poll is demand 
cd, and in this evcntualits which proxy 
IS valid IS important The large number ol 
proxies collected by the Ambanis for the 
I 4IeT KiM has set a record and in view 
of the possibility ot multiple proxies h.iy 
ing been given withoui infiingemeiii ol 
the law It IS neccss.iiv to vciily these and 
weed out the diiplieate triplicate and 
quadruplicate ones Phis elementary 
precaution has become very significant in 
this instance because a very large number 
ol persons were deployed and allegations 
are freely aired ot a substantial amount 
expended on the proxy campaign Perhaps 
the cull of booth i.apturing has been ex 
tended to corpoiate disputes 

The ghost ot ihe Ambani type ol proxy 
war must be exorcised at the incipient 


stage if the country is to retain a modicum 
of sanity in its corporate affairs The 
Ambanis claim lo have lodged with the 
company, prior to the meeting, 82,964 
proxies an average of about 12,500 prox 
les per day in 6'''} working days between 
August 14 and 26 This sounds impro¬ 
bable, particularly in the context of the 
company secretary’s quibbling about con 
siraints ot space and staff when this 
writer, as a shareholder, sought inspection 
of the proxies These proxies were noi just 
received, Ihe necessary entries were pie 
sumably made in proxy register after due 
verification And all the while the register 
ot members and other records were lucked 
awav in the ( hembur premises ol Kcliancc 
Consultancy Services 

After a token resistance by tin Ambanis 
the 1GM convened on August 26 was ad 
jouined to September 16, pursuam to the 
I IC's initiative li is said ihai ihis ad 
lournment was a ploy lo avoid laking a 
decision while pailiameni reiriaiiied m 


IHI- value III world trade rose by aboiii 
14 6 pel eeiii in I S deillai Utmsiii 1990 
compaied wiih about 8 I pei eeiil in 1989 
and 14 s pel eeiii in 1988 aceorditi) lo 
data III ilie 1991 edition ol ilie IMI s 
Dint non ol hudi ^lansiu'- leaibook 
fiade volume glow ill sUiweel howcMi in 
about 19 pet eeiil in I99t) liom I pc 
cent the pievioils veai bee nive ol i 
vlowtkiwn 111 world eeonomi kimu the 
elisiupiion in >1 ide aiiioiig ( eiiiral and 
I isleill I uiopean eountriev ind llie use 
in oil P'leev 

In 1991) meiiistiial eouiniv I aele jiew 
al aboni the same pace is woild liade 
Industnal eoniuiies expoiisiove In 15 1 
pel eeiil (Ol :ii 124 9 billion) and Iheii ini 
juiiobv 14 8 pel eeiil (oi S 111 8 billion) 
Koosled bv a lowei dollar and sliong de 
iiiand liom teiinilied (icimanv the value 
ol wesiein I uropcaii eouniriev li.idt rose 
bv mote than 20 per eeiii In 1990 
Cietiiianv overtook the United Stales as 
Ihe world s leading exponci 1 he liadi iiii 
halanees ainoiic lapaii, Cietin.iiiy and Ihe 
Umied States narrtiwcd lurihci in 1990 
Ihe US trade eletieil deehiied by S > 6 
billion 10 $ 121 9 billion Germans s tr.idc 
surplus was down by S 9 billion to i 62 8 
billion and that ol lapaii naiiowcd b 
5 12 6 billion to $52 4 billion 

developing eouiiliics txpoils ineieased 
bv II per etiii oi $ 102 billion in 1990, 
while their nnpoits rose bv 15 1 per cent 
Ol $ 116 7 billion As a result, then 
aggregate trade surplus declined last veai 
to $ 7 1 billion from S 22 billion in 1989 


session Or, as The JBeonomte Tunes sdd 
in a leader, the government wished tc 
avoid a showdown until the Fuwnce Bill 
was safely out of the way The Ambanis, 
of course, are aware of tins government*! 
prcdK ament and hence the massive proxy 
vote to force the issue Since 1980 the 
Ambanis have moulded major govern¬ 
ment policies to suit their purposes Sinct 
1989 they have played a major role in the 
choosing of prime ministers The next 
stage will be their exploiting Ihe faction* 
in the Congress(l) and dictating the choice 
ol party's leader 

Since 1990, the Ambanis’ aggressive 
postures have been met by successive 
governments by seeking soil options The 
damage ii has caused to the normt 
relating to corporate finances is ail toe 
obvious The economic police-makers iii 
New Delhi have not been renowned foi 
then vision in the past Is the finance 
mimstci willing to make a new beginning 
.ind si,md up to the Ambanis’ onslaught'’ 


] tils rellecied the mixed eilects ol the rise 
in oil pi Ices ceiiitinued declines in non 
tiici eoniinodiiv prices and siowci 
ileinuid Irum industrial countries 
Xmoiie regions ot the developing world 
the west \sia recorded the lastcst expor' 
urowih 111 1990 (219 per cent) mainli 
because ot liighci oil prices west Asiar 
eouiiiiies import-, increased by 16 9 pci 
ecni Then aggregate trade surplus in 
eieased by $ 10 5 billion to $ 10 5 billior 
in 1990 the highest level since 1981 fhi 
mgiegate liade delicti of Luropeai 
developing couniiics widened by S 15 i 
billion in 1990 to $ 18 8 billion Thesi 
eounirics exports declined by 5 8 per cen 
last vear (loliuwing a I 9 per cent declini 
in 1989) while their impoits rose by 13 ‘ 
pti cent African countries’ exports in 
creased by 16 1 per cent m 1990—mainb 
diivcii by iht oil exporting countries- 
whilt ihcir imports were up 12 9 per cent 
As a result Africa recorded a iradi 
surplus ot S 3 5 billion in 1990, compare! 
with balanced trade in 1989 The 14 5 pe 
cciii increase in the exports of Wcstcri 
Heniispheie countries was also main!' 
driven bv highei oil exports The region’ 
impeiris rove by 20 1 pet cent in 1990, am 
Its trade surplus contracted by $ 3' 
billion, to $ 112 billion In the Asiai 
developing countries, the growth of ex 
ports in 1990 (12 3 per cent) was outpaces 
by that ol imports (14 3 per cent)—a trem 
that held true for the region’s leadtni 
trading nations Asia’s aggregate tradi 
Jelicit continued to deteriorate, reachini 
S 19 2 billion at the end of 19% 
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Chicken Biryani and the 
Inconsequential Brahmin 

MSS Pandian 


The Brahmin community constituting *barely three per cent' of 
the population in Tamil Nadu but wielding as it does a near 
monopolistic control over the press, played a major role during 
the Lok Sabha elections in dismantling the anti-Brahminism of 
the Dravidian movement. 


OCCASIONAL LY greasy and always 
bpicy, chicken 'biryani' has been a sign of 
good times for the ordinary Tamils—to be 
precise, for those ordinary Tamils who arc 
chicken caters. It is the Fiiday night 
special in niggardly students' hostels; 
small-time Chettinad hotels sell a large 
share of it during that elusive first week 
of the month when the salaried lower mid¬ 
dle clas.ses indulgently think, they have 
some extra money; the subalterns of urban 
slums bet in terms ol hall a plate of 
chicken biryani. Intere.stingly, during the 
recent election in Tamil Nadu, this 
haimless item in the gastronomical 
iiiiivcrse ol the ordinal y was launched on 
a major political career. It was invested 
with the supiemc task of dismantling the 
.inti-Biahininism ol the Diasidian 
movement. 

The new careei of chicken birsani 
began in the Mayiladuthurai constituen¬ 
cy in Thanjasut district and the person 
lesponsible foi this was none less than the 
Doon School-educated Main Shankai 
Aiyar. Aiyar won on a Congress(l) ticket 
over his DMK rival K P Kaliyanain in 
Mayiladuthurai con.sliiueiiey, and it was 
indeed a credible victory. As Aiyar records 
in a recent article in the Sunduy Ohu-rvet 
l.luly 7, 1991), “Most Signilicant of all, 
I, a Brahmin by birth (il not by convu - 
non) with Aiyar' embla/oned (for reasons 
ui regional identity) on my name and on 
the ballot paper, contested from a const •- 
tuency of Thanjavur district, the very 
citadel of the Dravida movement. And 
became the first Brahmin in a generation 
to be elected from Tamil Nadu constituen¬ 
cy other than Madras South." I-.poch- 
making victories are often not easy vic¬ 
tories and Aiyar's was not either. During 
the election campaign, the rdbble-rou.sers 
of the DMK got as noisy as they could 
and accused this “first Brahmin in a 
generation to be elected to the Ixtk Sabha” 
of being just that—a Brahmin. An offend¬ 
ed Aiyar writes, “.. .Kaliyanam (moderately 
and his DMK cohorts (viciously) went 
around talking neither of development 
nor of justice nor of national honour but 


how 1 was - dare they say it?—a Brahmin, 
no less...” This was the moment of arrival 
lot chicken biryani, a silent spectator so 
tar; it shed its political innocence and 
came to the rescue of Aiyar. In Aiyai's 
words, “1 went for the DMK arguments 
with a string of Kaliyanam jokes— 
challenging him to find the sacred thicad 
oil my body; challenging him to an open 
competition in the village stjuare to see 
who could cat mote chicken biryani—he 
or Brahmin me..!’ People ol Mayiladu- 
ihurai knew, in ‘open competition' 
without reservations, Aiyar was bound to 
win and he would eat more chicken 
biiyani than the Btahmin-baiter K P 
Kaltyaiiam As il to tiphold efficiency in 
public life, they elected Aiyar. 

While Mam Shankai Aiyar was 
educating the people of Mayiladuthurai 
ihat Aiyais are noi Biahmins and they eat 
chicken biryani in village squares, theie 
wete other Biahniins who were, with ex¬ 
emplary modesty, claiming that Brahmins 
Ol lamil Nadu arc ol no consequence 
anymore and then existence is a mere 
sociological lelic The campaign of the 
DMK chief M Karunanidhi, a sell 
pitKiaimcd Sliudia, against the Brahmins 
understandabls piovokcd V P Raman ol 
Madras. Peace-loving as he wa.s, the only 
thing he could do was to write a letter to 
the ediioi ol the Sundav Observer The 
Icticr lead as lollovvs: 

As ,1 sfiievvil siraicgisl pcivciving llic wave 
building up ag.iinsi him. kaiunanidhi has 
shoseii lo s|iiic and aiilagoiiise a eommuiiiiv 
lliai aLLOiinis lor .i fraction of the slate's 
populalion 

Kaiunanidhi sgiieals and shrieks much too 
olieii that he is the sole atbiler ol com- 
munahsiii in politics and \ei mounts an al- 
tioiii on an inuoccnl and peace-loving com- 
inunil) All I Ins makes me wonder il ii is nut 
eininenil) true ihai those whom the gods 
want to destroy they first make mad' {Sunday 
Observer, June 16, 1991). 

The community which V P Raman is 
lamenting about is the Tamil Brahmin. 
‘Innocent’, ‘peacre-loving’ an(^^m^|-|P3ft)i' 
a fraction—in other words,, Wey .gftv 


pcditically inconse^uentuO. AdiRI tiie ficidt 
of V P Raman have always protected the 
innocent and peace-loving—at least from 
the days of Manu. 

The argument about the inconsequen¬ 
tial Brahmin repeals endlessly and V P 
Raman’s letter is only an instance. Repor¬ 
ting the election campaign in the state, 
P K Balachandran, the Madras corres¬ 
pondent of the Sunday Observer, noted, 
“Karunanidhi's ire against the miniscule 
Brahmin community, which constitutes 
imreiy three pei cent, is due to the fact that 
his tormenioi and hete noire, Jayalaiitha 
Jayaram, happens lo be an Iyengar 
Brahmin” (emphasis mine; incidentally, it 
IS not only Jayalaiitha who 'happens to 
be’ a Brahmin, but P K Balachandran also 
happens to be one), lor P K Bala¬ 
chandran, It was iinlortunate that the 
‘niimscule’ and the 'barely three pei cent’ 
had to be the target of this heartless 
atiack; "Unjoriunatelv for the Brahmins 
ol lamil Nadu, all those involved in the 
ouster ol the DMK government were 
Biahmins. Apaii from Jayalaiitha who 
had idkeii it up as a mission, there was 
Dr Subramaniya Swamy (a Madurai Iyer), 
Raiiv Gandhi (seen in Tamil Nad.i as a 
Kashmiri Brahmin) and of course presi¬ 
dent R Venkataraman, who signed the sack 
order, is a Puiiukkoitai lyei” (emphasis 
nunc). W'hai Balachandran did not 
mention in his report is that within hours 
of the dismissal of the DMK government 
the Brahmins' Association of Pallavaram 
brotiglii out handbills describing the 
dismissal as the decimation of the Shudra 
rule in Tamil Nadu and claiming that 
Kaiichi Mutt would now be the head¬ 
quarters of the state. The poor, un- 
loriunate Brahmins indeed. 

W hile the Tamil Biahmins were offering 
to eat chicken hiryani in village squares 
and cclcbiating their scif-proclaimed 
insignificance, it was in fact a section of 
the non-Brahmins—the non-Brahmins 
belonging to the AIADMK—who look up 
the project ol aggressively defending the 
Brahmins. K A Krishnaswamy, a veteran 
ol the early DMK who willingly accepted 
endless humiliation from late M G 
Ramachandran and Jayalaiitha to survive 
the vicissitudes of Tamil politics, was 
vocal: “Tifty years ago, when Periyar and 
Anna were leaders. Brahmin domination 
was conspicuous. Now they are into the 
modern technological caste free world. 
They are computer Brahmins, not ortho¬ 
dox ones!’ (Perhaps K A Krishnaswamy 
may concede that there ate at least a few 
exceptions to these computer Brahmins 
such as Era Ramanathan, the AIADMK 
fcandMate ’riT^^mbakonam(I) consti- 
r tuency, wtKf Sljorts nonchalantly a fine 
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Bnhminical tuft, and Jayalalitha who, 
even before the election campaign took 
off, undertook a 'pilgnmagt^ to Kanchce- 
puram, ironically the birthplace of 
C N Annadurai, and got the blessings of 
the ‘acharyas’) On a different occasion, 
he uncharacteristically thundered, 'it was 
past when the Brahmins took all kinds of 
abuses Once Brahmins were carrying 
'tharuppai pull’ [a grass used in rituals], 
but now they are carrying AK 47s” 
Though the peace-loving V P Ramans 
would nut hase liked K A Kiishnaswamy 
arming the Tamil Brahmins with Ak 47s, 
he in any lase would R M Veerappan, 
once a book keepei ot M C> Rama 
chandran and now a prominent Icadei ol 
the AlADMK, was equally, if not more, 
strident Addressing a public nieeiing in 
Alanthur, he said. “Dining VKiR’s iiile, 
the Brahmins came to us and coiiipluined 
that they were being trequciitly harassed 
by the DMk Wi told them, ‘All castes 
have their own associations and why don't 
you torm one to protect yourselves' I hits 
wc are responsible toi the luundiiig and 
growth of the Brahmins’ Association" He 
continued, “I know kaiunanidhi vei\ 
well Karunanidlii is only a Shudra, boin 
in a Sudhra family in a Tiruvarur 
family” C an there be anything without its 
other, the Brahmin without the Shudra’ 
While k A krishnaswamy and R M 
Veerappan were lending then well trained 
voices for ihe cause ol the Biahmins, 
Durai I hirugnanam, the AfADMk sene 
tary of 1 hanjas ur west, went a step ahead 
He inaugurated a religious pioccssion ol 
SOO Brahmins in lhaniavui town and 
sought then support lor the AlAOMk 
Congress(l) combine Searching loi an 
answer to the puzzle ot the noii-Hrahinins 
appeasing the 'miniscule' and 'baiels three 
per cent' takes us once again to Mam 
Shankar Aiyar In his SuneJa\ Obsenet 
essay, he notes, he had moie enemies than 
K P Kaliyanam and also moic 1 1 tends 
than chicken biryani 

Iravellers Ironi disiani inelruiiulisev would 
bring lu renioic Maviladuthurai headlines 
from 'nalional' ne*wspapers. solemnly iiiloi 
ming me that Mayiladuihtiiai was no 
cakewalk’, dial I was ‘skating on ihin lee' and 
(to eompleie the composite mixed meiaphoi) 
that I was lighting with my ‘back lu ihe wall’ 

I would get flabbergasted, aiaimcd and 
despondeni in turn, wondering whal ii was 
these rorrespondenis know that was cscap 
mg niy eve And then eomlort niyscll with 
the thought ihai even il the tnglish ‘na 
tionals' weic predicting my doom, the lainil 
press was veering aiound to my side 
Kalki proclaimed that “Mayiladuthurai is in 
Mam’s pocket” Ananda I ikaiun 
enihusiasiically affirmed ihai I spoke only 
in Ikmil—and the besi ‘Thanjavur Tamil' ai 
that f veiitually, the most fulsome tribute to 


my campaign came in the Madras edition of 
Indian Expirss A ux column spread of pure 
manna on the very day of ihc polling 
Thankin' you all 

Kalki, Ananda Vikalan and Indian 
Express, among others, will always be on 
the side of Aiyar Ananda Vikalan will 
nevei fail to affirm—not merely, but ‘en¬ 
thusiastically’—that Aiyar spoke the best 
Thanjavur Tamil, even li he protests that 
il IS not so (In lact Aiyar admits with 
that airogancc of Ihe fcnglish-knowtng, 
that “ if kalivanain claims lo know 
Lnglish his level of English was exactly 
equal to ms level of Tamil") Indian 
I \pie’>'. will allot endless six columns tor 
the worthy cause ol Aiyai I he leasons aie 
noi lai to seek \khile Mam Shankai 
\i\,ii will ch.irailciisc them as the ‘Tamil 
piess’, toi sears the politically awaie 
Shiidias of faniil Nadu h.ive been seeing 
them as ihi taiml Brahmin press, the dav 
to das Manus ol the technological com 
puiei age As an illiisiration, lei us lake 
a recent ediiorial ot kalki (Mas IWl) 
on kaiichi Sankaiachaisa's ‘padavaiia 
tor communal haimons Ihc opening 
sentence ol ihi editoiial was (.aiegoiical 
“C aste divisions and rciigioux diltcieiices 
aic the fiisl enemies ot ihe naiioiT II weni 
on lo congialulale Aiiibedkai lot teaching 
positions ol emineiuc wuhoui ihc aid ol 
rescivaiions Imporiantlv when ii luiiud 
to politics in lamil Nadu it lound ihict 
parties lo be rebuked P.ntali Makkal 
katchi, ihe non Brahmin pans popul.ii in 
Ihc so called Vanntai belt, ilii Diavuf.i 
kazhdgain and the DMk li wailed ‘ ilic 
ieadc'i ol the Baliali Makkal kaichi is 
saving ‘Ms motto is to make a llanian ihc 
duel immsiei Ihc DMk’s camaiadciie 
continues with ihc Dravidai kazhagam 
winch thinks, its duts is to create hatred 
against the Biahmins" it howcvei did iioi 
have a single word against all those 
virulem AlADMk suppoilcrs ol ilie 
Biahmins I hat is whal Mani Shankai 
Aiyai’s ‘the lamil piess’ does 
‘T he Tamil press’ that is exacilv wheic 
the power ol the ‘barely ihiec per cent’ 
lies, making k A kiishnaswamv and R M 
Veriappan tall in line lot ovci a lull ycai. 


dty after day, tirrieiily, they ownworkei 
their propaganda machine^ the Dun! 
press’, and campaigned that Uw Shudra 
led DMK was a party of anti-nationali 
collaborators of the LTTE, protectors o 
gun-iunners. They told the people excitin 
tales about how Thmil Nadu had, unde 
the DMK rule, become one of the bigges 
centres foi arms trade and AK 47s wer 
being auctioned off in bulk in the lane 
and by-lanes of Thanjavur The DMK 
whose armoury never had anything mor 
than those traditional weapons such a 
soda water bottles and cycle chains, wa 
effectively projected almost as a parly o 
tc’Moiisis (In fact, the armoury of th 
DMK has shrunken over the years and it 
cadres no tnoic carry live snakes ii 
earthen pois lo be let out in publi 
mccimgs ol other panics) The DMK' 
scif-serv mg opportunism and ambivaienc 
towards the Sri lankan Tamil quesiioi 
was iioncd out and ii was made to loo 
like a pans ol consiani supporters ol a' 
kinds ol mindless violence in ihc name o 
the laiml cause In contrast, Aisai's lam 
press played down and even silenced tli 
ink ol thi AlADMk and the ( ongrcssfl 
111 pioiiioiing ihf lamil gioups wit 
inonc'v and poliiical patronage I he ‘ban 
Iv Ihicx pti cent saw to ii that the DMk' 
tale was sealed even beloic the cicctoid 
pioctss began Hadn't the DMk stepfics 
on then toes hv its aiili Brahmin rhcloii 
and hv its I'leclul suppoil lo the Mandti 
{ oimmssion’ 1 he sane ones knew, lo sui 
vivc IS 10 suppoil Ihc inconseqiientid 
Brahmin 

I he nioial ol the story u rather simple 
even in cictioidl politics, where numhci 
aie supposed lo count, the mimscul 
Biahmins can lilt the scales and thev con 
iinue to do it 

lail/wic Jasalalitha iavaram, the Ins 
BiJhnmi lo become the chief minisier o 
lamil Nadu alter the I9S(K, has annuunc 
ed a chid minister's fund to protect aiii 
renovate Hindu temples She, as the firs 
one to contribute to the fund, has civc 
Rs 1,00,008—this number is ot course, tb 
numcrological variant of 108, one ot thos 
auspicious numheis in Hindu faith 
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Crippling of BCCI 

A Study in Finance Capital 

Frederick F Clairmonte 


r/|e conflagntion within BCCI is not the first and will not be the 
last in an era of global liberalisation of financial services in 
which avarice has no bounds. Deregulation of financial services 
how propounded in GATT by the US and others is fraught with 
catastrophic consequences, and not only for the third world. 


THE script on BCCl's meandering 
pilgrimage is not yet Tinaiised; and there 
IS no chance that a balanced historical 
record will ever surface. The ranks ol 
global finance capital whose numbers 
have thinned over the last decade, and 
have now become too imbricated and 
monstrously corrupt suggest that there is 
no possibility that facts will be sifted from 
fiction; truth from obnoxious cover-ups. 
Recent precedents are too appalling to be 
sanguine on this sedre. The UCCI im¬ 
broglio already has the makings of a 
Hollywood mega-extrasagan/a which, 
with some Rambuesque ingiedients, 
possesses the potential to beat ‘Dallas’, 
‘Dynasty’ and their likes lo a lra//le All 
such wonders enacted beneath the tiiiim- 
phal arch ol Desert Storm. 

The concoctions have all the makings 
of a north-south morality plus ssiih daik 
skinned West Asians (nut mapprupi lately 
the mulatto Noiiega is dumped into ihe 
cast) and then villainous accomplices. 
Opposing then villainy siarul the ktiighi'- 
in shining armour upholding ihe leciitudc 
of Anglo-Saxon banking principles; the 
Bank of England, the federal Reserve 
Board and a spate ol liS Senate in¬ 
vestigators. the latter rushing ftcii/iedly 
to cash in on the televised bonanza. 

Doubtless a crude schematisation, but 
what we are seeing is that the ideological 
engineers have already cranked up the 
engine. Tune's incantations aie redolent 
of the vitriolic shrie-ks at the acme ol the 
cold war (‘The Dirtiest Bank ol All How 
BCCI and Its Black Network became a 
Financial Supermarket lor Ciooks and 
Spies’, Time, .luly 29, 1991). I'here the 
BCCI is depicted as a black network 
whose crimes were all-encompassing: 
espionage, embc/zlement, extortion, ter¬ 
rorism, murder, etc. Is there anything left 
to say? 

Robert Morgenthau, Manhattan’s 
district attorney, dons the mantle of the 
prince of ethics. BCCl’s malpractices are 
categorised as “the largest bank fraud in 
world history”. The indictment contends 
that it falsified its capital structure to 
make it appear as though it were a sol¬ 
vent and profitable bank, whereas its 
capitalisation and assets were fictitious. 
In its turn, the Federal Reserve Board 


ejaculates that ii embezzled $ 20 bn from 
depositors by lulsilying bank records, as 
well as illegally acquiring US banks. But 
that IS only the hon d'oeum' o( m indict¬ 
ment that runs lo over 2(K) pages. 

BCCl's grave incgulariiies, however, 
cannot be discaidcd as mere humbug. Bui 
why was Bt ( I singled out as the nigger- 
m-the woodpile' Its crookedness gtK's well 
beyond the avtouniing wi/aidry and 
hanking siraiegcnis ol a small-scale actot 
in international liiiance. I he lotahiarian 
uniwcisc ol liiiance capital is one 
dominated by aiouiid '0 I N( colossi 
hcadquaiieieo in six countiics. With the 
possible exiepinm ol the Kuwaii Invest¬ 
ment Organisation (KIO) there ate no 
third woild banks ol mteriuiional scope. 

riiese liiuiivial 'behemoths aic the 
deteimtnams ol niieiest rales, as well as 
the conduit loi tiillions ol dollais of 
loteigii diicct investments Ihe inter- 
nattonal linatHial system, sliikmgly so 
with the huiMcane velocity ol deiegula- 
iioii. a dcvice/'t/t euellence lot boosting 
concentration, is now more tigged than it 
ever was. To speak of BCCl's malleasancc 
as the biggest bank swindle of all times 
reeks ol sell-iighteous hypoertsy, it betrays 
the total absence ol a sense ol perspec¬ 
tive; notahiv so in a land agonising iindei 
the most gruesome linancial swindles ol 
all times: the Savings and l.oan cataclysm 
gouging the l.S laxpayei ovei $ 5.^0 bn. 

The ledetal Deposit Insurance Cor¬ 
poration (fDlC) IS broke. Boor Seidntan 
has now felicitously flung himsell trom 
the sinking ship Superimposed on this is 
the sustained puiiefaction within every 
nook and crevice ol the US banking, in- 
suiance and othei linancial sectors that 
exhibit no symptoms ol winding down. 
The tcceni skullduggety of Solomon 
Btothets (by lar the biggest US treasury 
bond dealers) involves tens of millions, 
but that’s only a slartei as the numbers 
have not been lotted up. 

At the individual level nothing 
highlights more cruelly the pitghi of 
millions of American savers than that of 
a 76-ycar-old woman that slugged Keating 
(one of the mo.st notorious S and I. 
crooks) in the face in the courtroom at the 
start of the S a.id L trials, and hollered: 
“You dirty dog; you stole all my life sav- 
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I’wgm nothing now!’ ’That tlcipMtte 
lady is one of millions wiyose savhigs sMwe 
pillaged, in a land where sociid security 
safety nets have been slashed to the mar* 
row; a country with a plethora of legal 
provisions, which do not function, or 
function wretchedly. 

TNC banks, once again superbly 
exemplified in Japan Inc, have flouted 
national legislation. They function outside 
of any national jurisdiction. Their balance 
sheets, as even the most junior clerks in 
the City and Wall Street, know, are the 
vilest of fabrications stemming from a 
myriad of criminal wrong-doing, not 
least, transfer pricing, evasion of tax and 
currency laws. The multi-billion dollar ac¬ 
counting scams arc systemic to the ‘nor¬ 
mal' functioning of finance capitalism. 
This has nothing to do with ethical 
aberrations. 

And for such ‘normality’ the third 
world is bleeding piofusely. Due to TNC 
complicity in capital (light and other tran¬ 
sactions, outllows liom the third world 
easily outstrip % 2(K)bn yearly. What has 
given a new iwisi to these pillaging techni¬ 
ques are technology strides that transmits 
billions of dollars around the w«*r)d with 
the flip of an electronic button. In the 
decade of the 80s, the worldwide Mock of 
loreign investments exceeded 5 l,.‘'00bn, 
irunsacled bs a miniscule number of 
mega-financial conglomerates. These 
numbeis are gross underestimates a.s they 
represent the IMf’s recorded Hows. In 
coniiast, the unrecorded Hows are an 
estimated $ fi(X) bn I hrow in another 
S225 bn liom global naicotics transac- 
iions, and you arc dealing with very big 
money I rom this peispectivc, the notion 
ol a global liquidity crisis is a myth. 

Although BCCI IS involved in almost 
all linancial and commodity transactions, 
ns bile III these licit and illicit aggregate 
tiansactions is deiisory. Seen m the spec- 
irimi of balance sheet engincciing, there 
IS iioihmg complex at all in laundering 
natcotic money and concealing cash 
Hows. What IS vital in the international 
banking business arc political connec- 
iions. one of BCCT’s greatest assets. More 
vtucial than a bunch of highly flexibile 
chartered accountants and lubricitous 
lawyers is that bankets of all colours need 
cromes in high places, normally high cost 
merchandise. Politicians as highly com¬ 
moditised Items lend themselves ideally to 
such iiansuctions. Success or failure of a 
deal olten hinges on this. BCCI had its 
genesis in 1972, when it obtained a licence 
to take deposits in its liixembourg holding 
company, the Cayman Islands and 
Eoniion. From the.se strongholds its 
tentacles ramified worldwide. 

IT.oaiinc, on on 

Like Kuwait’s plunge into the unac¬ 
countable abyss of finance capital, BCCI 
was tloated on big-oil money. Abu 
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Dhabi's Sheik Sayed al*Nabyan and his 
dynasty own 77 per cent of its shares. The 
BCCI (whose founder is a Pakistani) was 
never badgered at the Emirate level by 
quibbles of financial and political accouii 
tability As in Kuwait, the seven-state 
United AraJ) Emirates had nevci made the 
distinction between the public and prnatc 
purse Hence, no indiscrete questions as 
to the mouses and diicctions ol the 
Emirates' cash I loss s \ lig leat ol 
national accounts dues esisi that 
presumably sulliccs to meet ihe Nkoild 
Bank standards of 'respectability' 

Also, as III kiiwail, Ihe I niiiaie and 
BC C I weieicinlorccd b» then conneciions 
with the e\ colonial power and the Uniied 
States Here the siinilitude gi inds to a halt 
Unlike the klO, B( C I ssasa highly deceii 
iraliscd oiseratioii iiiipicgiiaied ssiih I man 
cial populism li was policies ot ihis kind 
that aioused the itc ol the Hiiiish hie 
banks, and siibsequciilly Ihe World Bank 
and Ihe IMI* In ihc IJk, iis compctiiisc 
presence, cvaccihaied hs iis Middle lasi 
prosenaiicc, had always been dcciticd 
undesirable In quick oidci. B( I I had 
acquiied l,V),(XX) deposiiois not all ol 
them Biilish Asians, and this at a moiiiciii 
when Ihc scramble loi depositoi's sasines 
had leached a new pitch ol iniciisiiy 

BC CI hesitated (a iiiaioi tactical iiioi) 
to play ball with the Uk baiikine caitcl 
that iigs high intcicst lates, iluichy 
dc'yastaiing small Uk enticpiciuiiis 
Whether BC C I pursued these policies lo 
cuntoim to the ethical principles ol 
Muslim banking, as Agha Hasan Abedi 
believed, or ultimately to acquire a laliei 
maikei share, as his compeiilors stiessed, 
IS debatable Ihe Biitish big banks aie 
understandably euphoric with the ciumhi 
ing ol a leroeioiis compeliioi Indeed, 
ihcir thinking was perhaps noi lai reniov 
cd tioin the legendary ‘tobbci baion' 
C uminodoie Coinelius Vandeibili 
(1794 1877) who thundered to one ol hic 
ceympetitois ‘'\ou'ye undertaken to cheat 
me I won’t sue sou. loi the law is loo 
slow I'll rum vou" (Jin Hohhei Bantu', 
bv Mathew losephson, I9t4) 

Cilobal geo politics also played into 'he 
hands of B( C I's enemies, pnoi lo and 
particularly altei August 2, 1990 It was 
stigmatised as a loieign body, anathema 
not only to Biilish banking, but to Biitish 
national inieieMs On the esteinal lioni. 
It drew the liie of the INC banking net 
woik and Ihc World Bank By its aecessi 
bic ciedit policies it was chaiged with not 
playing the game What BCCI's ciiiics 
Ignored was thal its policies, m Africa in 
particular, were not fotmulaied at the 
apc\ of the decision-making pyramid, but 
frequently at the grassroots managerial 
level Analysed in this niche, BC CI 
emerges as a decentralised operation, due 
to poliey and ideological divergences 
within the bank 

Also, It did what TNC banks normally 


never do: embark on joint ventures with 
majority participation by African coun¬ 
tries In Zimbabwe, the government had 
a ^5 per cent majoiity share, and in most 
African countries it continues to operate. 
I he stance of the governor of the C entral 
Bank of Sii I anka is one shared by many 
third wot Id countries (including India) 
“We will not be guided by what happens 
abroad Ihe bank will thus continue to 
funeiiori iriespectivc ol what happens 
eiyerscas” (!manual Junes, July 10,19‘JI) 

Its sectoral investment policies m many 
Miican couniiies lan against the gram of 
TNC banking policies Investment m pea 
s,mt fanning covcis long gestation periods 
with esiguous ictiiins Thcie aic many 
such proiccis III the loint-vcntures in boih 
easi and west Afiica It is heie ihai the 
coniiadiciions wiihin the B( C I become 
painful BC ( I was sucked into Ihc cold 
w.ii vorics liom Its inception by the 
uiiistcis in Abu Dhabi William C asey was 
ihe inasiei oichcstiator BcToie taking up 
Kcae.m's .ipiHimimeiil as C IA boss he had 
bun a Nison appointee as chaiiman ol 
the Secuiiiics .md I schaiigc t onmiission, 
a toy called in lo pioieci the chicken eoci|i 
Bcloic that be was a bie* lime inici 
iiaiional tmanciei and teal estate tycoon 
luiuc leal esiai holdmes m (iiitial 
Aniciica 

Ihc deals poh'ical and linaiicial 
siiuck between the aulociacc m Abu 
Dhabi and the C I A. pushed B( C I into a 
lethal orbit In conirilniies alsn lo csplam 
Be ( I's phciuiiiiciial ciowih bctwce'i 
197' 198' \ ccmspiiacy Ihcoiy docs not 
piocide Ihe aiiswei to B( ( I s mdoiiii' 
liecausc ihcic is no single spidi i ai ihc 
cpicciilic ol this web ol mlluciicc 
peddime and money niakmc- C .iscv was 
possibly Ihc neamsi Ilium to beine the 
spidci but he doesn't (piile make it 

Undci r asey, the ( lA icdcsiimccl on 
iiiely itccoipoiatc data base modelled on 
that ol the SoL>o Shoshas cinbiaciiu’ all 
lame and medium si/ed micinaiion.il 
iiims Dossicis on films' official and 
unollicial business aie peimaiie'iitly up 
dated a Inin's political conncciums its 
oil the books espciidiiutes and income 
.md manaecinciiis yyilliiigness to accoiii 
modaic the C lA At any appiopiiate mo 
meiit, ihe Inin's tinaiicial ctiliaib can be 
cycled 01 le cycled Stalled by a mighty 
.may ol piolessionals at I anglev and 
abioad, this I rankcnsietn will onimously 
lemain ( ascy's mightiest coniiibulicm to 
the US economic mlelligeiice gathering 
and Its policy elleciive sequels BC CI was 
one ol his most btilliant proteges 

(ascy's layouiile df turn was “W< 
woik on both sides of the street, and all 
paitsof the stiect” Cieo politically, BCCI 
was ideally positioned foi the game At 
any time, it is imprudeni for any firm with 
US subsidiaiies (and not only within the 
US) lo sputn The Company’ as a suitor 
Such recalcitrance could trigger cnquuies 


fqr the Internal Revenue Service (the 
supreme US tax man) of the firm’s 
finances, to be extended, if need be, to 
management echelons. An operation ef¬ 
fectuated without the firm even knowing 
by and tor what reasons the enquiry was 
set in motion 

Afghanistan was the greatest boon to 
BCC I's fortunes All Saudi and Egyptian 
funds were funnelled almost exclusively 
through BCC I C'ascy made it clear that 
although the C lA had a $ TO bn annual 
budget (the official numbci is nearer S 50) 
Its o|ieiations would have to be funded by 
othets As It turned out, the petro- 
aiiiociacies and the sultan of Brunei not 
only bankrolled the 'Mujahadeen' but 
(lA operations as well, in Pakistan and 
Afghanistan How m heaven’s name could 
ifie Bush cabal have the temerity to riposte 
that It knew nothing ol such ttansparent 
loi ms of financing’ 

A stunning piccedeni was set, and once 
again n w.is ( asev’s gmnd celebration, a 
momentous cceni m the making of Bush’s 
New World Oidei Ihc lian C ontia fun 
ding opctaiion m whuh, once again, 
BC C 1 iscclled wjsa coiollaiy built on Ihe 
Algh.m piecedeiii I hen- was not a bank 
m Islani.ib.id Kawalpmdi and kaiachi 
ih.il did not eel then cut from every li.it 
and illicit iiansactioii with the Muiaha 
(Iccii and iluit meniois the I'akisiam in¬ 
telligence aueiiey lo be suic, the Pakistani 
politicos and scnitn police olficers were 
neyci left m tin cold In addition to his 
hi.cc Saudi pcisonal subsidies, /la got a 
cut on all bank ttansadions. and not only 
ihai (it the B( C I in which he had been 
.iccoidcd I 1 pel cent equity s'ake 

■ lie Kiagan Bush lunta owes a 
piiccless debt to the cold war com 
nntments of f{( C I .md Ihe West Asian 
banks Moic so than the corralling of 
\nw.ii Sadat, it teniams C asey’s crown 
mg cloiy Ihc \lghan wai succeeded 
bevond the wildest espcciaiions ol Pen 
lai'on planneis m bleeding Soviet 
Imaiiccs It didn't leave a dent on US 
finances Ihe masiersirokcs of the 
( lA B( (1 duo was one that would be 
applied elsewheie in Ihe third world 

1 lie conflagration within B( ( I was not 
the fust and will not be Ihc last in an era 
ol global liberalisation of financial sei- 
yices m which avarice has no bounds 
Deicgulalion ol financial services now 
piopounded m CiATT by the US ano 
olhets IS fraught with catastrophic con 
sequences, and nut only for the third 
world loincd to the wholly unaccoun¬ 
table, inhibited concentration of these 
massive aggiegations of economic power 
this demonic conjuncture can in no way 
make for greater stability. Ineluctably, it 
will entrain in its wake even more ghastly 
manifestations of which BCCI is but a 
foretaste 
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Strengthening Public Accountability 

Can ‘Exit’ and ‘Voice’ Help? 

Samuel Paul 

This paper presents a theoretical framework for analysing the problem of government’s accountabiUty with 
special reference to public services. An important proposition derived from this framework is that effective public 
acemmtabUity can be sustained only when government’s ’hierarchical control’ over public service providers is 
rtUforced by the public’s willingness and ability to ‘exit’ (the presence of competition) or to exert pressure on 
the providers to perform (the use of ’voice’). The paper also examines the conditions under which the use of 
exit and voice is likely to be efficient and offers a menu of options to strengthen public accountability. 


THE objective of public accountabilitv is 
to promote the congruence between public 
policy and public actions and services by 
holding those involved responsible foi their 
performance in general, public accounts 
bility refers to the spectrum of approaches, 
mechanisms and practices used by a govern¬ 
ment to ensure that the activities and out 
puts of Its constituent parts meet the intend 
ed goals and standards efiiciently At the 
national (macro) level, a government may 
be held accountable for its policies actions 
and processes (public expenditures, pro 
grammes, budgetary process, etc) through 
a variety oi mechanisms such as elections, 
legislative reviews, and public expenditure 
audits The concept of accountability ap¬ 
plies equally well to all levels ot government 
(central, state and local), to public enter 
prises and to other public agencies that 
deliver public services to citi/ens at the 
micro lesel, individually or in groups 
There is growing evidence to show that 
the existence ot macro level accountability 
systems docs not guarantee micro level ac 
countability, i e, at the level ot specific 
public services that allect the citi/en Indian 
experience bears eloquent testimony to this 
phenomenon Inspite ot democratic elec 
tions, audit of public expenditures and 
parliamentary oversight of government pro 
grammes, neither citirens nor governments 
in power are able to hold public service pro 
viders (e g, in services such as health educa 
tion, electricity, transport, etc) accountable 
lor their performance The expansion and 
increasing complexity ot public scivices have 
so overloaded the public accountability 
systems at the national level that they an 
unequal to the task ot ensuring accountabili 
ty at the micro level 
Public accuuntabilitv involves thre-e 
groups of inter related stakeholders The 
public and the customers ot public services 
(often a subset ot the public at large) art 
stakeholders interested in service providcts 
being accountable to them (or attributes that 
benefit them most Political leadets who 
contiol governmeni processes and bureau 
cram supervisors ot service providers arc 
stakeholders who would like the latter to be 
accountable to them lor a mix ot public 
policy and possible piivatc oi parochial 
goals that interest them It is the pursuit ot 
private goals by some or all ot these 
stakeholders that results in rent seeking ac 


tivities Service providers themselves con 
stitute a third category of stakeholders with 
objectives and interests often different trom 
those of the first two the public accoun 
tabihty system that finally emerges invaria 
bly tends to reflect the relative bargaining 
power of the different sets of stakeholders 
involved Whether public policy goals will 
be neglectfd to facilitate rent seeking ac 
tivities, for example, will depend on who 
dominates the bargaining process and what 
their interests are When those engaged in 
governance are seen to monitor pertor 
mance measures consistent with public 
policy and arc motivated to pursue the at 
tainment of public welfare, an ettcctive 
public accoiintabiliiv svstem can be expected 
to exist 

The phenomenon of capture the tenden 
cv ot some ot the stakeholders (e g, the elites 
among the service recipients and those who 
manage and control the allocation ol public 
services) to appiopriatc an undue share ol 
the benefits and to engage m rent seeking - 
IS an important barrier to the improvement 
ot accountability in developing countries 
IBuchanan, et al, 1980, lirole I986| Cap 
ture, along with government monopoly ot 
many public services, the limited capacity 
ot the public to demand and monitor good 
performance, and the problems in measur 
mg and quantifying the benefits of services, 
make the improvement ol public service ac 
countability an especially complex and dil 
licult undertaking 

The concept and practice of public ac 
countability have been greatly influenced by 
political theories and the professions of 
public administration and law T hey have 
evolved in the more developed countries in 
parallel with their socio political evolution 
jjabbra and Dwivedi 1989) While there 
have bc^en variations m this evolutionary 
prixtss, the following landmarks deserve to 
be noted 

(I) Democratic accountability was the star 
ling point lor many countries in the course 
ol the last century This represents a mix ot 
pohiical (parliamentary) and administrative 
accountabilitv The government (ministries, 
ihc bureaucracy and its constituent pans) 
III this system is accountable to the political 
Icadciship (elected or otherwise) ol the 
cotinirv toi Its aciiuns and performance 
Minisicis, lor example, are accountable to 
I he parliament legislature in democratic 


cc’uniries C ivil servants in turn are accoun¬ 
table to their ministers Accountability here 
IS a macro level concept with a strong focus 
on government wide actions and processes 
It IS ditf icult tor a ministci or legislature to 
supervise or control the individual acts of 
all civil set cants and their departments It 
IS assumed under this approach that the in- 
ictnal contiols ot the bureaucracy will en- 
siiic the accountability for specific public 
service's The instruments of macro level ac¬ 
countability include legislative reviews of 
ministry activities. peiicKlic audit reposts on 
public expenditure, and the practice of ques¬ 
tioning ministei' in parliament on ongoing 
governmeni activities Politics I leaders/ 
legislatures act as suriogates for the public 
in the system ol democratic accountability 
Democratic accountability is applicable not 
only at the national level but also at the 
local level The focus is on the totality of 
a political unit Over the vears dcmociatic 
accountability systems at the central level 
have been heavily overloaded even in the 
more developed countries eroding their ef 
leclivcness in the process 

(2) The expansion ol public services which 
required technical expertise in ihcir pioduc 
non and deliverv subsequently led to the 
practice ol profnsumulanouniahiUn in the 
public sector The expcits (doctors, cngi 
neers and other spcxialists) involved in these 
tasks are guided by their piolessional norms 
in being accountable lor the services they 
provide They excit considerable autonomy 
in defining the public iniciest on the basis 
of piofessioiidl norms, and in deciding on 
the nature and content ol ilic services I he 
criteria of accountabilitv here are heavily 
influenced by the norms iiiicinallv agreed 
upon (from the supply side) by professionals 
acting on behalf ol the public I his type of 
accountability at the micro level has much 
broader application in the context of specific 
services than is true ot the concept of 
democratic accouniabiliiv discussed above 
It did not supplani dcmociatic accountabili- 
V, but acted alongside and as a response to 
the increasing complexity ol public services 

(3) in recent years, judicial systems and 
spc'cially devised laws in some countries 
have been used to augment the accountabili¬ 
ty ol individual civil servants and units 
within government who are responsible for 
specific functions of government and for the 
production and delivery of public services. 
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1 ne irowins inicraciKnis oi me pupuc wiin 
the bureaucracy, and the dysfunctional im¬ 
pacts of secrecy and anonymity within 
government on the efficiency and effective¬ 
ness of services have coninbuted much to 
the emergence of the legal aaountabilitv 
concept (Smookler 1989] By and large its 
practice is confined to the more developed 
countries with an edusated publn. and a 
democratic political system Its evolution is 
Bssoaated with the public's t ight to seek in 
formation from government, the right to sue 
individual civil servants and public agencies 
in law courts and the power ol courts to 
make the latter financiall> liable for viola 
tions ot the public interest 
This pattern ot the historical evolution of 
public accountabilit) reveals three interest 
ing features (I) The original thrust of 
government accountabiliiv to the public 
rested with the political leadership at the 
macro level Ihe rise ol demcscratic ot 
parliamentary accountabiliiv did not lead, 
however, to an automatic improvement in 
micro level accountability even in developed 
countries The expansion ot the role ot the 
state and ot public services in pariicular was 
such that macio level aaountability mecha 
nisms wCTb unable to cope with it Attention 
to miiro level accountability mechanisms to 
control the behaviour of agencies and then 
staff in the context ot public service—a 
relatively tecent development was in pan 
a response to this problem t2) The fcKus 
of the key instruments and measures used 
to ensure public accountability has iradi 
tionally been on inputs and not on outputs 
In most cases the latter tend to be diverse 
and too complex to measure and to aggre 
gate though in recent years there has been 
some progress on this tront On the othei 
hand, public expenditure which is an input 
and a common denominator can be easily 
measured and audited Internal processes 
can be assessed as there are gciierally 
uniform noims about their use within 
government (e g, Ihe sequence and pro 
cedures to be followed lot decision making 
and implementation ol decisions! 0) Fx 
cept foi legal accountability a reel in 
development the prtmarv concern of the 
concept ol acceiuntability has been on in 
ternal means ol coiitiol Political leaders, 
agencies and bureaucrats act as proxies for 
the public and hold those reporting to them 
accountable ’hrough cetntiol systems within 
therelcvani organisations fiierarchical con 
trol IS not, however an effective device to 
promote accountability especially when col 
lusion between supervisory and subordinate 
personnel is likely and the complexity of 
operations limits transparency The domi 
nant pattern has thus been one ol vertical 
or 'upward' accountability and not of out 
ward’ accountability f he kev missing ele 
mem here is the view ol the public as 
‘customers' to be served The macro level 
‘upward’ accountability system can provide 
the framework within which this missing ele 
mem can be located and nurtured But it is 
not a sufficient condition for the emergence 


or customer oneniation’ (an imponam 
aspect of accountability in public services) 
at the micro level As shown below, micro 
level accountability mechanisms can be used 
lo strengthen the overall public accountabili 
ly in a society Macro and micro accounta 
biliis arc thus mutually reinforciif)t 

I 

Kt-inforringr Accountability 
through Exit and Voice 

While the concepts ol democratic, pro 
lessional and legal accountability are essen 
iial for good governance in any country 
there are (wo other factors that arc parti 
cularly relevant for strengthening Ihe ac 
countability for public services in develop 
ing countries f hese factors assume spec lal 
importance m light of the evidence that 
macro level accountability systems are get 
ting overloaded and are unable to do justice 
to public service accountability at the micro 
level One is the extent to which the public 
has act As to alteinaiive suppliers ot a given 
public service The question here is whether 
there is potential or scope fot the public to 
exit when dissatisfied with a public service 
It exit by the public has an adverse impact 
on the public agency involved, as for exam 
pic, by reducing its levenues or threatening 
(he careers and pay of its staff, it can have 
a salutary effect on public accountability 
1 he second is the degree to which the public 
can influence the final outcome of a service 
through some form of participation or ar 
(icuiationol protest/feedback (individually 
or through organised groups) irrespective of 
whether the exit option exists It loue af 
feels the behavioui ol the public agency con 
cerned and makes it more responsive to the 
public, then again, public accountability 
niav be enhanced Lxii is ubiquitous in the 
compciitive markei place whereas voice has 
traditionally been found in organisations 
such as political parties and voluntary 
agencies 

Fxit and voice are terms (hat Albert 
Hirschman |I9'’()| made popular in his c\ 
celient discussion of the wavs in which con 
sunicrs cope wiih the problem of perfor 
mance deterioration m 'he production of 
goods and services ' lie treats exit as an 
economic response mechanism and voice as 
a political response mechanism The former 
IS ubiquitous in the competitive market place 
whereas the latter is found more often in 
organisations such as political parties and 
voluntary agencies ' The analjtical 
framework ol accountat’diiy presented 
below builds on Hirst hmai, s concept ot exit 
and voice but with an exclusive focus on 
I'Hiblic services I wo interrelated quesiions 
will be explored hire Under what condi 
Irons are the exii nd voice options likely 
to be efficient in enhancing accountability 
in public services' How and why do public 
services differ in their amenability lothe use 
c f exit and voice «s a means to improve their 
performance”' Answers to these questions 


art etsenuai tor oengnfflg uener a pp ro waw a 
to public service accoupfability 

Diagram I provides a simple, but genera¬ 
lised answer to the first question. The 
public's decision to use exit, voice or a com¬ 
bination of both will depend on two factors, 
namely, the expected returns resulting from 
improved accountability (e g. better quality, 
reduction in delays and corruption, respon¬ 
siveness or other attributes that the public 
value, etc), and the costs assoaated with the 
use of exit and voice The relative costs of 
exit and voice and their levels may vary 
depending on the degree of market failure 
affecting the services ’ Market failure here 
IS treated as external to (he service provider 
and IS caused by externalities, decreasing 
costs (e g, natural monopoly) and informa¬ 
tional asymmetries In Diagram I, costs and 
returns are measured vertically while public 
services are ranked horirontally according 
to the increasing intensity of market 
failure * 

Assume that the public is willing to use 
exit and voice in ordCT to improve public ac¬ 
countability AB represents the cost of exit 
associated with each of the services on the 
horizontal axis and incurred by an indi¬ 
vidual (a member of the public) CD is the 
cost ol voice estimated on a similar basts 
Although the cost of voice is often •n'nirred 
in a group, each point on the curve could 
be treated as the individual's cost of voice 
As expected, for the public, voice costs more 
than exit for the range of services facing 
competition, but as market failure increases, 
exit becomes more costly than voice The 
cost ot exit IS clearly more sensitive to 
market failure than the cost ol voice For 
example, the cost of creating an alternative 
(exit) in the face of a natural monopoly will 
be enormous The cost of organising the 
public to seek changes from the monopoly 
(voice) will also be substantial But even the 
tost of voice tends to go up as the informa¬ 
tion asymmetries associated with markei 
failure increases along the Y axis Diagram 
I shows that the public services within the 
range of Ok will find the use of exit more 
vfficieni lor improving accountability 
whereas the services to the right of K will 
find voice more ef ficient When city trans¬ 
port seivices permit both public and private 
options, the public will tend to use exit, 
white faced with urban water supply pro¬ 
blems the public IS more likely to resort to 
voice 

Diagram if introduces the concept of the 
expected value or returns from performance 
improvement to the public that improved 
accountability can bring about EF repre¬ 
sents Ihe expected returns to the individual 
of such performance improvement l(s 
declining slope signifies (he increasing dif¬ 
ficulty in improving at i ouniabiliiy ai 
markei failure increases A monopoly, for 
example, is expected to be less responsive 
to public pressure Upward shift in the ex¬ 
pected returns curve can occur, however, 
when supervision or incentives arc streng 
ihened to make the service provider more 
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diagram 1; COSIS OF EXIT AND VOICE 
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Gtmi Diagram II: Optimal use of Exit and voice 
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Given the exit and voice cost curves, 
Diairam II shows that the combinations of 
exit and voice that are efficient for different 
goods will vary depending on the level and 
slope of the expected return curves. Thus 
whoi EF applies, both exit and voice yield 
net returns along the range of OKI. Never¬ 
theless, exit is clearly the more efricient 
option. Within theKIMI range of services, 
v^ is the superior option though up to M, 
exit continues to yield net returns. For ser¬ 
vices beyond OLI, neither exit nor voice 
seem efficient solutions though an upward 
shift in the returns curve can reduce their 
number. Public services can thus be parti- 
tkmed into three categories by reference to 
the net returns to performance improvement 
generated by the use of exit and voice. 

Four propositions foliow from this simple 
diagrammatic presentation: (I) Exit is more 
efficient, and hence more likely to be used 
in services least affected by market failure 
whereas voice is relatively more efficient as 
market failure increases; (2) For many ser¬ 
vices, either option or a combination of the 
two will still leave some net returns and 
therefore the choice may depend also on the 
preferences of the public for different com¬ 
binations; (3) The level of expected returns 
has a direct bearing on the extent to which 
voice will be deployed especially in the range 
of services most affected by market failure. 
In other words, the public is likely to use 
voice only when there is a high probability 
that the public sector wilt be responsive and 
make this investment worthwhile; and (4) 
There ate some public services for which the 
use of neither exit nor voice mechanisms will 
be efficient. If an upward shift in the returns 
curve occurs, a decline in their number will 
follow. These are the services most affected 
by market failure. 

Barriers to Exit and voice 

Whether exit is feasible in the context of 
a public service will depend on several fac- 
tms. First of all, economies of scale are im¬ 
portant in the production of many public 
and quasi-public goods. Natural monopolies 


with increasing returns to scale are well 
known examples. In a country or a geo¬ 
graphical area where there is scope for only 
one enterprise or agency to produce and 
deliver a service, the public’s potential for 
exit is limited or non-existem, hence exit 
cost is high. Second, legal barriers to entry 
may exist in a country which limits the 
public's scope for exit. Registration of 
vehicles and trade controls can be viewed 
as legal barriers which the public cannot 
escape unless illegal action is resorted to. In 
many countries, barriers to entry in sectors 
such as road and air transport and educa¬ 
tion illustrate this point. Thirdjsp ai ial-hn r - 
riers may limit the potential for exit for 
some segments of the public. Here the pro¬ 
blem lies not in the nature of the good or 
service but in the characteristics of the 
public. Thus there may be scope for only 
one small school or health clinic in an 
isolated village. The constraint is not the ex¬ 
istence of scale economies, but rather that 
certain features of the public (e g, location) 
limit their potential exit. Migration by peo¬ 
ple facing poor performance, of course, is 
a form of exit, but a costly one under these 
circumstances. Finally,.where the nature of 
a good or service is such that no member 
of the public can be excluded from access 
to it, exit by derinition, is ruled out. Pure 
public goods such as defence or environ¬ 
mental protection are classic examples. 

The barriers to the use of voice are also 
several. First, Iqal and institutional barriers 
to voice may exist in a country thus making 
it difRcult for segments of the public to use 
their voice in support of accountability. In 
some cases, this could be traced to the 
nature of the larger political system or 
ideology. Even where an open or democratic 
political system exists in a country, its laws 
and legal and institutional systems may not 
permit or may constrain the use of voice 
(e g. legal barriers to the recognition of user 
groups, lack of public hearings and denial 
of the right to sue public service suppliers). 
Second, informational asymmetries can be 
a severe constraint on the public's use of 
voice. Service providers often possess infor¬ 


mation that is not available to the public. 
Governments may restrict the pub&’s ac¬ 
cess to information or limit the scope for 
the media to challenge or publidie dw poor 
quality and other attributes of services. 
Dissemination of information may also be 
limited by tiM poor technologies availaUe 
io the country. Third, when services can be 
differentiated, the elites may be able to uk 
their voice or other sources of power to get 
better quality services, excluding others in 
the process. On the other hand, non-differ¬ 
entiation of public services can aid the use 
of voice under certain conditions. A quasi¬ 
public good such as drinking water and 
pubtie parks are non-differentiable pro¬ 
ducts. Since all segments of the public have 
an interest in their supply and quality, those 
with a weak voice also gain from the voice 
of the stronger segments of the public. 
Fourth, income, education and related attri¬ 
butes of the public increase their ability to 
use voice. Even when information is availa¬ 
ble, lack of education may limit its proper 
analysis and use by the people. The cost of 
voice can be too burdensome for low income 
people. Fifth, the relative importance of a 
service to the public also influences voice. 
Thus if a person spends a signiricant pro¬ 
portion of his income or time on a service, 
or develops a continuing relationship with 
the service provider (‘product involvement’), 
his incentive to use voice is greater than 
when the service is of little consequence or 
is not durable in terms of future relation¬ 
ships or beneFits. 

The foregoing discussion of llw factors 
underlying exit and voice shows that both 
the nature of the good or service and the 
characteristics of the public exert an impor¬ 
tant influence on the use of these options. 
Naturd or artificial (policy induced) mono¬ 
poly turns out to be an important attribute 
of many public services (e g, electricity, 
regulatory services) that tends to limit the 
public’s scope for exit. The ability and will¬ 
ingness of the public to respond to this con¬ 
dition through voice can in part be policy 
induced (removal of legal barriers, informa¬ 
tion access, etc), but are also a function of 
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ertain attributes of the public (c g, income, 
ducation, location, etc) In the final 
inalysts, the factors identified above in 
luence the costs facing the public and thus 
heir choices between (he two options 

II 

Combinations of bxit and Voioo 

Public seiviccs arc categorised below into 
iifterent groups according to the criteria ot 
out and vexce I irsi, services can be classiried 
iccordirg to whcthei there is scope lor the 
lublic to exit it dissatisfied with what they 
let This IS a ptuxy measure <oi the feasibih 
Y of competition in the production and 
feliveiy of services Second, public services 
liffer m the degree to which their beneti 
:ianes can make their voices heard if dissatis 
fled with the outcomes hor analytical pur 
poses. Diagram III depicts four different 
;ombmations of exit and voice that provide 
I usetul basis toi the classification ot piiblu 
services These should not, however, be 
treated as watertight divisions As the \er 
lical and horizontal arrows imply, they 
reflect degrees of actual or potential 
possibilities for the u>e of exit and voice tx 
ample< ot public services that fit the dif 
fetent combinations of exit and voice are 
given in Diagram IV 

Cell I (Dia/ram III) represents public ser¬ 
vices that fit the low exit weak voice com¬ 
bination The nature of the services in this 
category is such that exit will be extremely 
difficult or costly for the public At the same 
tunc; the benelicianes involved are disadvan¬ 
taged in the sense of being cither poor or 
illiterate or both Hence their weak voice 
They have limited capacity to use voice if 
dus^fied with the services This can be ex¬ 
acerbated by legal, informational and in¬ 
stitutional barriers. The public services in 
thu cell can be produced efficiently on a 


small y ale (e g, to meet the needs oi a small 
town 01 village) While economics of scale 
are thus noi a barrier, spatial barriers to cx 
It lend to operate To illustrate, a village 
needs only a single primary school which 
can be opciaied ctficiemly If, however, some 
villagers are dissatisfied with the school’s 
serv ices, the cxii option may not be open to 
them as the next school may be located in 
a tar away place Distance and not scale 
cxonomies is the source of the monopoly 
condition present m this case Furthermore, 
the public m this cell do not offer any scope 
lot product ditkrcniiation Health services, 
agriculiuial cviinsion rural water supply 
and regulaturv services aflecimg the poor 
(c g licensing ot vendors) are other examples 
of services which belong lo Cell I 

A combmaiiun ol lov exit land strong 
voice characterises C ell 2 Here again, exit 
for those dissaiislicd with a service is im 
possible or expensive hut the scope lor voice 
IS considerable Scale economies mallei a 
great deal m ihc ptodticiion and delivery ol 
services m iho cell Natural monopolies 
owncxl or regulated by government illustrate 
the pioblcm Voice can be strong hea loi 
two icasons Given Ihc* nature of Ihc services, 
product dilfcrcntiaiion is not possibk or is 
extremely didicult to design with the rcsuli 
that the entiic public gets more or less the 
same quality and type ol service Even it 
only a scgmcni ol the conceined public is 
capable of exerting voice, everyone stands to 
benefit from such aition .tue to the exter 
nality etfect explained above Uiilitics such 
as electricily telecommunications, urban 
water supply and irrigation are examples of 
cervices in this cell Regulatory services al 
ecting publics w th a strong voice also 
belong to Cell 2 (e g, industrial licensing, 
toreign trade regulation, etc) The public 
here IS capable of using voice on us own in 
Illative Organised groups of producers and 
consumers with vtrong interest m service out 


comet are found in these seeton at tanit Hi 
some countries 

If service chaiactenstics such as product 
differentiation are in fact present in a ter» 
vice in Cell 2, the expected positive externali¬ 
ty effect on the use of voice is unlikely to 
emerge Thus when there is scope for pro¬ 
duct differentiation in a service, externalities 
enjoyed by the weaker segment of the puUic 
(low voice) will tend to disappear and the 
use of voice by the stronger segment will not 
improve accountability for all Under con¬ 
ditions of extreme inequality, this may be the 
case in irrigation, for example, where large 
farmers could use voice to get a dispropor¬ 
tionate share of water at the cost ot smaller 
farmers Similarly, in the case of electricity, 
the basic product cannot be easily differen¬ 
tiated, but the related elements of repair and 
maintenance can be differentiated between 
diMcrenl segments of the public Improved 
accountability here would still require the use 
of voice, but possibly with some external 
assistance tor the weaker segment 

( ell 3 depicts services with a high exit- 
V ak voice combination As in Cell 1, ihe 
SCI <ces here are not sensitive to scale 
economies 1 his means that in a given geo 
graphical area like a city, several units can 
efficiently produce and deliver the services 
When performance deterioraies tins will 
enable the public to exit provided multiple 
service providers exist At the upper end of 
Ihe spectrum in Cell 3, the scope for exit mav 
be reduced through policy induced legal bar 
Tiers to entry ^ Thus a government may per 
mil education only under public auspices 
although voluntary agencies or private cn 
titles could provide this service Product dit 
ferentiation, however, is feasible in these ser 
vices, thus making it possible for those wiih 
strong voice to opt for the quality thev 
prefer This tendency separates the segment 
ot the public with weak voice from the 
former Even if product dtfiercmiation is noi 
present, policy induced legal, informational 
and institutional barriers to voice may also 
weaken the public’s voice Urban services 
which lend themselves to differentiation will 
fall into this cell, e g, low income housing, 
and health clinics in poor areas Between ecu 
and voice, for ihc weak public in this cell, 
exit IS the more efficieni option though voice 
may play a supplementary role when policy- 
induced, informational and institutional 
bai Tiers are eliminated 

Finally, Cell 4 refers to some of the quasi- 
public and private services that governments 
might provide under public auspices for a 
variety of reasons Here, services are charac 
tensed by low to moderate economies oi 
scale so that potentially several units could 
produce them in >t given geographical area 
As a result, the potential for the public tc 
exit IS high when faced with performance 
deterioration The relative importance ol 
these services to the public is high thus caus 
ing their ‘product involvement’ to be high 
This, coupled with the fact that services car 
be differentiated for the benefit of the publu 
with high income, education, etc, may 
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1 
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2 

urban low income housing ^ 

urban primary education 
(low income) 
welfare/nutrilion services 
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urban transport 
university education 
specialist health care 


* 

High 


hcilitate the use of voice by the latter I hese 
Mfvices may oltcn be the same as those in 
Cell 3, but differentiated for the higher in 
cone groups who normally can exert a strong 
voice High quality schools hospitals, and 
air transport are examples 
Some ol the barriers and characteristics 
discussed above are natural whereas others 
are policy induced or political in nature 
Economies of scale, spatial barners, the 
relative importance of services, and mfeasi 
bllity of product differentiation are natural 
factors l^me of the policy induced factors 
may originate in political discrimination or 
denial ol rights, c g, low income or educa 
tion and some legal barriers in general 
political barriers are reflected in policy 
induced factors Legal, information and in 
stitutional barriers, and income and tduca 
turn characteristics (to a large extent) are thus 
policy induced factors Public services can 
be categorised in terms of the exit and voice 
potential they afford the public by reference 
to these barriers and characteristics 
The mix of barriers and characteristics in 
the four cells ol Diagram III can be used to 
predict the degree of exit and voice poten 
tial that different public services can have 
The basis of the prediction is an analysis of 
the services m terms ol these 
characteristics/barricrs and the extent to 
which they arc natural or policy induced 
There are, however some services which arc 
similar in nature between certain cells This 
IS because when provided to diflercnt types 
of population the same service can be 
characterised by ditiering degrees ol exit or 
voice potential For example primary educa 
non IS found in both Cells I and 3 of 
Diagram iV Nevertheless, from the stand 
point of accountability this seeming overlap 
does noi imply a duplication C ontextual 
features and attributes of the public need not 
be the same even for identical services An 
urban primary school unlike a rural school 
may leave an exit option for the public It 
the relative importance of this service to a 
segment of the public is high (product in 
volvement), voice may be resorted to before 
exit This difference is relevant to the deter 
mination ol the approach to accountability 
to be adopted What distinguishes each cell 
IS the positioning of a set of public services 


in the context ol a unique exit voice combi 
nation 

A useful approach to the improvement of 
accountabiitty is to devise ways and means 
to ovcaome these barriers or to minimise 
the adverse effects of some of the charac 
tenstics of the public discussed above Clear 
ly, natural factors are more difficult to over 
come than those induced by policy Lxit and 
voice potential can therefore be more easily 
realised by first eliminating the policy indue 
ed barriers Minimising the adverse eflects 
of natural barriers wilt call for more time 
effort and resources Judged by these 
criteria, services that the poor (weak voice) 
required and for which alternative sources 
of supply are difficult to find (low exit), will 
be the most difficult to deal with Natural 
factors play a dominant role in causing this 
combination ol exit and voice 1 he guide 
lines summarised below can assist in the 
choice of options when the services and the 
publics involved vary in their characteristics 

(i) When a public service operates as a 
local monopoly in small and isolated 
communities and the public involved 
IS characiciiscd by low incomes and 
legal inlormational and institutional 
barricis improved accountability can 
be achieved through the use of voice 

(ii) Vkhcii a public service is characterised 
by large economics ol scale and legal 
barriers to entry and its differentiation 
IS difficult while the public involved oi 
a segment ol it is not constrained by low 
incomes and limited information voice 
c ill ^c used to improve public accounta 
biliiv 

(III) When a public service can be dilfetcn 
tiaicd but IS not constiained by econo 
mics c>l scale in its production and the 
public involved faces income minima 
tional and institutional barricis ini 
proved accountability can be achieved 
through the use of exit 

III 

A iVlenu of Options to Improst* 
Accountability 

There is a variety of exit and voice 
mechanisms available today that can be 


deployed to strengthen the accountaMUly tot 
public services Needless to say, there is no 
standard i«.tpc that can be applied as the 
choice of the mechanisms to be used will de¬ 
pend upon the nature of the services and the 
characterisMcs of the publics involved A 
careful analysis of the context of the accoun¬ 
tability problem must precede the choice of 
the specific mechanisms from the menu 
given below 

Exit Mechanisms 

(!) Deregulation of services is an t^ious 
option to consider since there is usually 
space tor both public and private service 
providers to coexist and compete For exam¬ 
ple, deregulaiory measures in the education 
sector may induce the establishment of 
private schools along side public schools 
Monopolies granted to trade agencies, when 
abolished will encourage private traders also 
to enter the field Since the public involved 
IS poor (weak voice), the public function of 
regulation and possibly subsidisation is bkdy 
to continue One option is to make grants 
to the private providers so as to minimise 
any adverse economic impact of deregula 
non on the poor Grants m aid to NGOs 
have been used in both hea'ih and educa 
lion sectors to achieve this objective Food 
stamps or ration cards can be used for the 
same purpose in the area of tsvenlial goods 
distribution 

(2) If lor various leasons certain services 
require close government supervision, ion 
Halting ihim out to multiple private pro 
viders can be another option I his approach 
would permit careful monitoring and quality 
control while affording increased scope for 
exit to the public Municipal services of 
various kinds (garbage disposal, road mam 
tcnance, lax or fee collection, etc), cargo 
handling in ports and equipment mainten¬ 
ance in railways have been contracted out in 
some developed countries An important 
way in which this mechanism impacts ac 
countability and performance is through its 
contestability elfect' When incumbents 
(even tl ihcv arc monopolists) are made to 
bid tor contracts along with outside com 
pctiiors they will be more careful about their 
performance and their terms 

(1) A mote direct impact on accountability 
can be made through ihc use ol vouchers 
People who deserve speeial support for in 
conie or other reasons can now receive sub 
sidles for certain services while choosing the 
service providers that meet their needs most 
cflicicnily Ihc administration of vouchers 
could be mure cumbersome than that of 
I lants lo Ihc service providers On the other 
hand vouchers arc a superior mode for (he 
exercise ol exit in comparison to the grant 
svstem Chill successfully replaced housing 
subsidies through low interest rates with the 
more direct subsidised method of a voucher 
programme [Howenstine 1986] Under this 
system beneliciartes pay for the value of a 
spccitied house with their own savings, the 
voucher and a credit obtained from commer- 
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participation in decision making 
boards, lefeienda 
local governments 
public heanngs/panels 
community oigamsations 
media forums/imerventions 
public surveys/evaiuation 
ombudsmen 

external organisations (NGOs) 
legal challenge through courts 



Aids to Exit and Voice^ 


information 

organisational incentives 
monitoring and other supply 
side systems 



aal banks at market interest rates The 
voucher system will work effectively only 
when multiple providers exist, customers use 
the service frequently and are able to 
evaluate options, and the service providers 
have to depend on voucher receipts as a 
major source of revenue (Allen 1989] 

(4) Where the private sector is not ade 
quately developed, there may be a case for 
the public sector to continue to play a ser 
vice provider role Instead of outright 
privatisation, public-pnvale competition 
may then be encouraged For example, 
private banks may be permitted to compete 
with public sector banks Both public and 
privately owned airlines may coexist 

(5) Thoimh spatial bamers are the binding 
constraint on exit, it is possible that new 
technologies for service delivery can be used 
to augment the scope for exit For example, 
under certain conditions, mobile courts, 
mobile schools and hospitals can cross 
spatwl barriers and offer more options to 
the public in the fields of criming justice, 
education, and health 

(6) An extreme form ol exit is the migra 
non of people in response to the dismal and 
persistent performance failure of service pro 
viders Physical relocation by lamiltes in the 
face of malfunctioning schools, for example, 
IS known to occur in several countnes Clear 
ly, this IS not an option that the poor can 
easily resort to 

Voice MtcHANisMS 

(I) Dissemination of nformation about 
services can aid the public in demanding 
greater accountability from service pro 
viders More systematic pressure can be ex 
ened through a periodic public monitoring 
and evaluation of the relevant public sei 
vices This can be done under public or 
private auspices An expert group, for exam 
pie, can be commissioned to poll the bene 
riciaries or gather dau from them as well 
as from the service provulers for analysis and 
companion across locations and over time 


Compared to the direct use of voice, this is 
less i^anding and less costly for the public 
Again, this is a surrogate for voice through 
external intervention and can use local 
media, NGOs and academic institutions Its 
limitation is that such evaluation invariably 
calls for public resources Public surveys have 
been used extensively in Australia, France, 
Canada and the Netherlands as a usable 
means of feedback on tax administration 
(OECD 1987] Canada, for example, gathers 
feedback on taxation from clients on a con 
tmuing basis In this contexi, transparency 
of (he methods and data used and care in 
the dissemination and use of findings 
assume special importance 

(2) C omplaints procedures and the institu 
tional mechanism of the ombudsman are 
ways of providing voice to the people when 
there is no need or incentive for collective 
action (OECD 1987] Here the atternpt is to 
let individuals make known their problems 
to designated authorities tor redressal 
‘Hotlines’ can be established to help the 
public respond fast to unsatcsfactory services 
or decisions by public agencies A review of 
international evidence in this area shows that 
these mechanisms are in place in many coun 
tries, but that (heir utilisation and impact 
vary widely An important finding is that in 
poor societies, it is the elites who tend to use 
these deuces more effectively In Dinzania 
where the ombudsman did not evoke any 
response from villagers, a special effort was 
made to reach out bv adopting a mobile ap 
proach, but with limited results 

(3) Yet another voice mechanism is (he 
participation of the puMu s representatives 
in the decision making bodies of service pro 
viders For example users’ representatives 
can be made members of the boards of 
directors or commiitCi.s of these organisa 
tion. Where appropriate, users may hold 
stocks of utilities so that they have a stake 
in their management and performance 
When Iqislation pertaining to utilities is be 
mg /txi gngd, public comment and participa 


could be encoura^. When local gowfn* 
ineitti act as service providen, partkapatxM 
in thar decision-making prooeu can giw 
vcnce to the puMia In maiQr devdopiag 
countries, such use of voice m ‘public par¬ 
ticipation’ IS conspicuous by its abseitco 
Legislation is planiied as an inter-ministenal 
technical process with no puUic involve¬ 
ment irrigation projects, for example, ait 
typically owned and managed by govern¬ 
ments \bt, beneficiary farmers could be 
made joint investors, or made lesponiible 
for management and maintenance^ thoefay 
creating a strong incentive for them to d^ 
mand and facilitate good performance. 

(4) In developed countries, /miWit parti- 
apatiott in the regulatory process is an 
established practice In the US, many regu¬ 
latory agencies have a statutory duty to pro¬ 
vide a forum for disputes ansrng m the 
course of the agency's rule making, or bet¬ 
ween those regulated and those affected by 
the actions of the industry concerned Since 
public participation in this process was 
limited relative to that of the regulated 
industries, mtervenor funding mechanisms 
have been created rn some cases to deal with 
this imbalance Another example of public 
involvement is in ‘negotiated rule making’ 
that brings together represenutives of an 
agency and the relevant interest groups to 
negotiate the text of a proposed rule 
Regulatory negotiation has been used by the 
environmental protection agency and other 
departments of the US government 

(5) Where direct participation of users in 
decision-making is difficult or mappropriaie, 
It may be possible to consult them on im¬ 
portant issues or to afford them oppor 
tunnies to express their views on key deci¬ 
sions directly affecting them Public hear 
mgs on the revision of rates in utilities is a 
good example of this approach Advisory 
panels of a standing nature are another in¬ 
stitutional mechanism These devices can be 
set up by service providers or through 
regulatory agencies which are in any case 
necessary given the monopolistic nature of 
the activities involved 

(6) Legal at non by members of the public 
or by consumer action groups against public 
service providers and their staff is an expres¬ 
sion of voice that is becoming increasingly 
popular Legal and judicial retorm and im¬ 
proved access to information have facilitated 
the use ot (his relatively new voice mecha 
nism in some countries in this context, the 
decision of the development banks in India 
to set up consumer testing laboratories is a 
commendable and iarstghted move to streng¬ 
then the voice oi the public in dealing with 
both public and private producers of goods 
and services 

The exercise ot voice is not only costly for 
the poor m terms of time and effort, but la 
also more risky than exit as the outcomes 
of voice are less certain The poexr arc luihke- 
ly, therefore, to readily invest in the use of 
voice Given th high crnts of voice faemg 
them, the endeavour should be to search for 
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voice surrogates. These ate external agents 
who mobilise or organise the local public in 
order to demand and monitor better service 
performance. Non-governmental organisa¬ 
tions (NCOS) are well known for playing this 
role. In some cases, they may act as service 
providers too Media can also play a positive 
role in strengthening the voice of the poor 
Their voice augmenting role tends to reduce 
the cost of voice to the local public who are 
generally poor and illiterate Under monopo¬ 
ly conditions involving the poor, this lorm 
of cost internationalisation by an external 
agency can tilt the balance in favour of the 
use of voice by the public. In health services, 
population control, and education, NCOs 
have played this role admirably in many 
developing countries. The alternative ol a 
local community organising itself or influen¬ 
cing local governments to exert voice is also 
an important option [Paul 1987] 

Improved accountability will result from 
the use of exit and voice mechanisms only 
when the latter cause the behaviour of the 
service provider to change Since internal 
control IS the instrument for achieving 
behavioural changes in the service provider, 
the condition to be met is that its monitor 
ing and incentive systems arc adapted in 
response lo exit and voice mechanisms I his 
IS important because if internal control has 
not been adapted, the public service pro¬ 
vider's behaviour is unlikely lo be affected 
and exit and voice would not have had their 
desired impact on accountability With the 
use of exit, for example, some segments of 
the public may benefit bv moving to private 
providers The public service provider may 
still remain as inefficient and ineffective as 
before if it does not get the right signals 
through a responsive control system A 
measure of the adaptation is the extent to 
which monitoring by the provider spans the 
etficicnev, access and quality ol service in 
stead of being limited to inputs and com 
pliance with internal rules When such 
monitoring is reinforced b> appropriate in 
centives to the provider, control can he said 
to have adapted to c’xit and voice Voucher 
receipts or service lees as a major souice ol 
revenue are examples of signals in a conirt>l 
system that can positively inlluence ihe 
behaviour of service provideis II an adap 
live response docs not follow, exit and voice 
mechanisms mas be furthei rnodilicd so as 
lo give stronger signals to the provider 

l\ 

IniplioatioitH f«>r Pciliry anti Artinn 

Public accouniabilitv is an important 
determinant of the oiiicomes of public 
services flie poor performance of mans 
developing countries in this area undeiscores 
the urgent need to stiengthen public accouii 
lability 1 his paper has show n that the im 
pact of accountabiliiY on jicrtormance can 
be augmented by moving awas from an e\ 
elusive reliance on control mechanisms such 
as monitoring and use ol organisational in 
centives to a system that uses exit or voice 


mechanisms in conjunction with control. 
Whether the public will resort to eut or voux 
will depend on the relative costs associated 
with these options and the expected value 
to them of the performance improvement 
resulting from then use in a specific context. 
1 he costs and returns associated with exit 
and voice will in turn be iniluenced by the 
degree of market failure underlying the ser¬ 
vices in question 

Exit and voice can be expected to in¬ 
fluence accountability both directly and in¬ 
directly The crontestability effect of some of 
the exit and voice mechanisms can have a 
direct effect on the behavioui ol service piu 
viders Through their impact on hierarchical 
control mechanisms, they can also have an 
indirect and positive effect on the same set 
of agents by keepig them ‘in line’ If is dif¬ 
ficult foi an overloaded macro-level accoun- 
tabiliiv system to have this effect on service 
provider behavioui in the absence of exit and 
voice mechanisms I he nature and extent of 
this impact will depend on the relative 
bargaining powci of the multiple stake¬ 
holders VIS 0 -vis Ihe agents involved 

1 he factors that influence the potential for 
exit and voice in the context of different 
public scrvu.es are several The key charac¬ 
teristics on the exit side ate the presence of 
economics of scale (monopoly), legal bar 
riers to entry, ana spatial bariiers to exit 
Voice potential is oetermined by legal, in 
formational and institutional baniers, ihc 
public's level ol income and education (and 
hence political power), (he lelative impor¬ 
tance of the service lo the public, and ser 
sice difictcniiabilii) Some of these are 
natural barrieis and characteiistics whereas 
others are artificial oi policy induced 
Economies ol scale, spatial barriers, the 
relative importance ol services, and difteien 
liabiliiv arc natural factors legal, iiilorma 
tional and institutional barriers, and income 
and education chaiactenstics (to .i laigc ex 
lent) arc policy induced (actors Public set 
s Ices can be categorised in lenils of the exit 
and voice potcniidl they afford the pubit, hv 
icfciciKc lo these b,iriicts ,ind chaiactcri 
stics An analssis of the Icaiuics and bar 
iicrs of public setvices and of (he publics in 
solved c.in be used to predict the potenlial 
loi tht ute ol exit and voice in spccilu sei 
vice contixts Ibis analysis along with the 
knowledge ol the extent to winch mkIi 
fiatures barriers arc natuial or polic'v indue 
ed prov.di a ba%is loi ihe desij.'. of new 
lnccllanl^ms tor putihe accouiitabilnv and 
iniprovul service performance 

A useful .ipproacb to the improvement of 
aecomitabilits is to devise ways and meins 
to overcome these baitiers oi to minin isc 
the adverse elleels ol llicsc charaelcristics 
C leaily, naiurji lactesrs arc morediffn ult lo 
overcome than those induced by polics Lx 
It and voice poteiiiial tan therefore be more 
easily realised by first eliminating the policy 
induced barriers Minimising the adverse et 
fects of natuial bariicrs will call lor more 
lime, cilort and resources Judged bv these 
cniena, services characterised by weak voice 


and low exit will be the most difncult todeai 
with Natural factors play a dominant role 
in causing this combination of exit and 
voice The implications of this analysis can 
be seen in the menu of options for improv¬ 
ing atcounubility for services that fail under 
the dilleiem combinations of exit and voice 
potential discussed in Section 11 A menu of 
options that fits the problems of the dif- 
Icrent exit-voice combinations is a more 
useful approach to the improvement of 
public service accountability than one that 
oilers a standard answet for all situations. 
Some proposals for action are summarised 
below 

(1) II the power ol exit and voice mecha¬ 
nisms in piomoting public accountability is 
accepted, it follows (hat systematic attention 
to then ideniirication and potential use must 
be considered at the design stage of pro¬ 
grammes that are meant to deliver services 
with public good characteristics Dunng pro¬ 
gramme preparation, the baniers to accoun¬ 
tability discussed above need lo be identified 
and assessed, taking into account the nature 
of the service and of the public involved 
While It IS appropriate to strengthen the in¬ 
ternal control system in a public agency, one 
should not assume that accountability for 
perlormance will follow simply because 
hieraahical controls are in place. Reinforc¬ 
ing accountability through a search lor exit/ 
voice mechanisms is essential especially in 
poverty oriented projects where diversion of 
bcnelits may not be difficult Often, the 
mandates and behaviour ol service providers 
are dominated by their own preferences or 
the ptunities ol their supervisors and in¬ 
fluential elite groups The weakest stake¬ 
holder IS the public ni Its segments who do 
not have an adequate ‘voice’ lor ihe reasons 
discussc'd in this paper It i< important to ex¬ 
amine the kinds ol exit and voice mechanisms 
that can be mustered lo conect this im 
b.ilanc( Since Ihc cosis and benefits of the 
diflcrcnt options tend to vaiy a great deal, 
(here is merit in assessing a variety ol ex¬ 
perience m this regard Innovations in the 
design of improved accountability systems 
must be inlormcd bv such evidence on the 
ground 

(2) in programmes whose ouputs/services 
aic meant for reasonably well defined 
publics (locatioiially or (hiough targeting), 
■here IS merit in eliciimg public feedback on 
governmeni scrsiccs pciiudicatly The pur¬ 
pose here IS to generate inlormation as a 
basis loi both the government and the public 
to learn respond and adapt so that perfor¬ 
mance can he improved A suitably designed 
public 1 ‘valuaiion should not be a one time 
at tail, but one that is undertaken periodical¬ 
ly as a mechanism to enhance transparency 
and accountability task loices or commit 
tecs ol cxpeiis should undertake this assess 
mcni the findings of which should be public 
Iv disseminated 

(1) In public utilities and other services 
whcie the exit option is unavailable, govern- 
mcMiis need lo explore Ihe scope for pro¬ 
viding voice mechanisms to enhance accoun- 
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toen let iv to with monopoly situa- 
tiou, there it a case for increasing public 
participation. Public hearings, induction of 
non^fficids/experts on boards/advisory 
panels, public access to important deiibera- 
tions/raeetings, and surveys of public satis¬ 
faction are some of the mechanisms that 
deserve attention. There is a strong tradition 
in governments of taking key decisions per¬ 
taining to such public utilities/agencies 
within ministries and in secret. Public hear¬ 
ings used to be a feature of the regulation 
of electric utilities in British India. After 
independence, the government seems to have 
abolished this practice. Public dis.semination 
of key performance indicators and the use 
of local research institutions or media to 
undertake the comparative analysis and 
publication of such data and their findings 
will further reinforce the pressure for 
accountability. 

(4) Voice mechanisms can be built into the 
device of the memorandum of understanding 
to improve the economic performance and 
accountability of a variety of public enter¬ 
prises and other agencies. Efficiency measures 
play a key role in these contracts. But ex¬ 
clusive reliance on efficiency indicators may 
not cause accountability to improve in all 
cases. There are issues of the effectiveness 
of the goods and services covered by perfor¬ 
mance contracts that cannot be easily judged 
solely by these indicators. Thus if the quality 
or some other attributes of a service can be 
assessed only through user tecdbacK, voice 
mechanisms may be the only valid basis lo 
follow From the accountability standpoint, 
a majoi gap in public agencies is the lack 
of monitoring systems to track the relevant 
perlormance dimensions. Often inputs and 
technical and financial aspects will be 
monitored, but dimensions that reflect 
public responsiveness and satisfaction (ac¬ 
cess, quality, reliability, etc), may be 
neglected. Public surveys of users may then 
have to be built into the contracts. This may 
be necessary also to counter the tendency of 
interest groups in large agencies to 'manage' 
technical data in ways that suit them and as 
a cross-check with other sources of data on 
the more difficult to measure attributes. 

(5) Accountability at (he micro-level will 
be sustained only when the government and 
the society at large are concerned and wish 
to improve governance. Comparative infor¬ 
mation on how different countries perform 
in respect of key public services can be a 
powerful tool to generate greater national 
and international interest in this subject. 
Selected indicators of performance ba.sed on 
good professional judgment can be assembl¬ 
ed on these services from as many countries 
as possible for wide dissemination. It will 
provide the data for governments, scholars, 
media and the public at large to see where 
their countries stand in respect of the level 
and quality of their services. The public’s 
awareness of these matters can often lead to 
an increased demand for public accountability. 


Notes 

fThe views expressed in this paper are the per¬ 
sonal views of the author.) 

1 Exit and voice options can be both substitutes 
and complements to each other depending 
on cenain underlying conditions which 
Hirschman develops in his book. He further 
notes that the tost of voice could be higher 
than that of c\ii in view of the need for col¬ 
lective action and the risk of the less ceriain 
outcomes ol voice. While Hirschman recog¬ 
nises the relevance of these options to both 
private and public sa'iors, he focusses almost 
exclusively on the world of private goods 
where both options ate readily available. Fur¬ 
thermore, he does not examine the i.ssue of 
ihe relevance and design of instiiuiional 
devices oi arrangements for facilitating the 
use of exit and voice in varying contexts and 
the conditions under which they will be 
optimal. 

2 This generalisation must be qualified in part. 
In politics, forms of exit do exii (leaving a 
party). While in the market, Ihe use of voice 
IS not unknown (a public demonstration). 

3 The level of voice costs will be affected also 
by the prevailing socio-political environment 
For example, a tree press, dissemination ol 
information, legal rights, etc. will reduce 
costs for the individual. 

4 Note that services here diller only in respect 
of the degree of market failure Strictly 
speaking, only one tyi>c ol market failure 
should be considered ai a time along the Y 
axis (e g. natural monopoly) Needless lo say. 
these are highly restrictive assumptions. 

5 Returns are the monetary equivalent of the 
gains from improved accountability that the 
individual receives as a result of the use of 
exit or voice. The upward shift is treated here 
as an autonomous step, but need not always 
be so 

6 Note ihai scope lot evil incieascs as one 
moves down vcnically from Cell I to Cell 3 

7 Elements m this cell arc ilic mechanisms of 
hicrarchisal sonirol used bs a public agency 
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From the Statement of the Chairman 
Mr. J.S. Khambata 


Glaxo 


Accelerate Reform of Price Control 


As I present my first statement 
as Chairman of your Company, I 
would like to record the deep 
appreciation of the Board for the 
notable contribution made by 
my illustrious predecessor. 
Mr. N.M. Wagle, during his 
association with the Company. 

In the country-wide debate which 
is now taking place on the steps 
taken to tackle an economic crisis 
of unprecedented proportions, 
there is at last general agreement 
that sweeping structural changes 
are necessary to deregulate the 
economy. The government has 
taken commendable steps. 

There are already some 
indications that the government 
is reviewing the Drugs (Prices 
Control) Order to reduce the 
number of drugs under price 
control and to revise the norms 
for fixing prices. What is needed 
now are sweeping structural 
changes of policy and a 
substantial dismantling of price 
control. The objective to make 
drugs available at reasonable 
prices is unexceptionable. It is 
unrealistic under the present 
conditions to expect the 
industry to continually absorb 
higher costs and at the same 
time, produce and sell 
medicines at constant, and 
sometimes even at reduced, 
prices. Unremunerative pricing 
results in shortages. 

It is a matter of regret that the 
new industrial policy does not 
free drugs and pharmaceuticals 
from the shackles of industrial 
licensing. At a time when we are 
desperately short of foreign 
exchange, continuing 
restrictions over local 
production will compel the 



country to spend this valuable 
resource on imports which 
could well have been avoided. 

The decision to automatically 
approve foreign equity 

investment at Sl'Vbls, however, a 
move in the right direction 
which will be received with 
favour internationally. It is. 
however, important to 
remember that at present there 
are many competing claims on 
funds available abroad. The 
countries of eastern Europe will 
naturally receive greater 

attention from the investors of 
the West In order to compete 
effectively with others to attract 
foreign investment, India will 
have to provide sufficient 
assurance to foreign investors 
that the return on their 

investments will not only be 
competitive but also that the 
projects for which their 
investments are offered will not 
be obstructed or held up by red 
tape and other political 
problems encountered in the 
past 


During the year under review, 
your Company has had to 
contend with a number of 
adverse factors common to 
industry in general. The GuH 
crisis and, more recently, the 
devaluation of the rupee have 
added fuel to inflation which is 
now posing a very serious threat 
to the economy. Naturally, it has 
also had its inevitable impact on 
your Company's performance. 
Margins have been eroded 
steadily because of sharply 
rising costs which have not been 
compensated by commensurate 
price increases However, 
growth in volume sales has been 
satisfactory, and intensive 
efforts have been made to hold 
margins by controlling costs of 
inputs and raising efficiencies. 
These have helped considerably 
to improve operating results 

I would like to express my 
sincere thanks to Glaxo Group 
ij.K on behalf of us all for its 
continuing support and expert 
advice which has always been 
given so freely and readily Our 
thanks are also due to our )Oint 
venture partners PICUP and 
KSIIDC whose support for the 
projects in the states of Uttar 
Pradesh and Karnataka 
respectively is very valuable I 
feel sure you will also wish to 
join me in thanking all 
employees for their contribution 
and hard work during the year. 

Note: This does not purport to 
be a record of the proceedings 
of the Annual General Meeting. 
Fora copy of the Chairman's full 
statement and the report and the 
accounts, please apply to the 
Secretary, Glaxo India Limited, 
Dr. Annie Besant Road, Worti, 
Bombay 400 025. 
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Technological Capability under Economic 

Liberalism 

Experience of Indian Industry in Eighties 

K K Subrahmanian 

The causality between liberalisation and growth performance and its impact on some qualitative aspects need 
to be canfuUy understood before adopting economii liberalism as the corner-stone of future industrialisation 
policy This paper explores the direction in which economic liberalism (effects one such qualitative aspect, 
technological capability, and finds that both policy regimes, regulatory planning as well as economic liberalism, 
could strengthen technological capability, though of different types 


AFTfR going through a period of prolong 
ed stagnation since the mid sixties Indian in 
dustry showed signs of recovery towards the 
close of the seventies and manifested 
buoyancy in growth in the eighties 1 he latter 
penod also witnessed a swing in the develop 
ment strategy away in emphasis from 
economic planning towards economic 
liboahsm Prima facie, it would appear that 
industrialisation in India is ingrained to the 
nature of macro economic policy regime 
Some economists regard the protectionist 
and regulatory policies under planning 
regime as the basic cause of industrial 
stagnation witnessed since the mid sixties, 
attribute improvement in industrial growth 
in the eighties to the liberalisation of in 
dusirial licensing, import control and some 
other regulatory policies that helped create 
a somewhat competitive environment and 
recommend further doses of economic 
liberalism for the future industrial/ 
technologv policy so that the fuller play of 
market forces and external orientation will 
ensure a higher rate of growth in contrast, 
there is a view that the stagnation was due 
to some structural constraints and improv 
ed performance in recent years coincided 
with higher rates of growth in public invest 
ment and domestic demand Further the 
liberalisation is one of the major factors that 
may have contributed to the recent current 
economic crisis especially in the external 
sector of the Indian economy 

It seems that the causality between 
liberalisation and growth performance and 
certainly, its impact on some qualitative 
aspects need to be carefully understood 
before adopting economic liberalism as the 
cornel stone of the future industrialisation 
policy Among such qualitative aspects the 
one that is fundamental is technology as, 
“ industiialisation is a process of acquir 
ing technological capability in the course of 
continuing technological change’ ' this 
paper explores the direction in which 
economic liberalism affects technological 
capability 

DbTERMINANTS Of FhC HNOt Otilt AL 
Capabii m 

Ibchnological capability is composed 
broadly of (a) the manufacturing capabihty 
(i t, capability to manufacture goods and 


provide services to given designs and 
specifications) and (b) the design capability 
(i e, the capability to design changes in given 
products/proccsses or to design entireiv new 
products/processes) in response to changing 
factor and product market conditions This 
capability is enhanced m the course of 
technological change, which in a developing 
ountry context comes through a combined 
process of import of technology from 
developed countries and internal develop 
ment through R and D activities It can be 
conceived of shaping itself in response to 
technological behaviou' of micro economic 
agents (c g, the firms) in relation to import 
of foreign technologv and indigenous 
R and D efforts in a sequence as classified 
by Fransman Generally, a firm/industry 
in a developing country can improve its 
technological capability by moving along a 
technology dependence independence 
continuum i c importation of technology 
from foreign countries internal R and D 
efforts for local adaptation improvements 
and innovations—and even export of 
technology 

I hus viewed the technological capability 
of a counti V can be argued to be a function 
of indigenous research and development 
(R and D) technology imports (1M) and 
the relationship between the two ’ 1 his rela 
tionship IS a complex one Technology 
import may cither substitute or complement 
(or a combination of both) indigenous 
research and development activities The 
literature on the influence of technology 
import on domestic R and D /lerse is rather 
scarce and the available empirical evidence 
on the nature of relationship between the 
two has been rather mixed * Some country 
studies have found the relationship to be 
complemcntarv whereas some others do not 
lead to any firm conclusion Also within the 
same country the relationship is of different 
nature in differ nt time periods In fact wc 
have only rough ideas about the deter 
minants of the nature of relationship which 
are firm specific industry specific and 
specific to the economic policy regime This 
IS rooted in the ack of adequate empirical 
research on technological aspects of in 
dustrial growth 

As tor the factors related to policy regime 
in determining the relationship between 


technology import and domestic R and D 
activities (i c technological capability) the 
iiialysisot the macro iiidustrial/technology 
policies and their influence in moulding 
technological behaviour of economic agents 
at micro levels may be a good starting point 
In this context one may distinguish between 
the policy regime ingiained in (a) protee* 
tionism and (b) liberalism I he fust one is 
based on the principles of economic plan¬ 
ning and stale regulations and is mainly 
inward looking in orientation whereas, the 
second one is based on markei forces and 
IS outward looking To be more soecific to 
the context of the present paper e should 
know whether or not economic liberalism 
encourages the micro economic agents (i e, 
the firms in the manufacturing sector) to 
strengthen their internal technological 
capability t 

In the Indian context, it has been argued 
that the network of government contn^s 
under the planning regime and particularly, 
the selective technology policy with regard 
to import of foreign capital and foreign 
technology denied the firms the tree access 
to import last changing technologies from 
advanced countries and thereby contributed 
to their technological stagnation In con 
trast some doses of economic liberalism in¬ 
troduced in the eighties facilitated liberal im¬ 
port of foreign capital and foreign techno 
logy across the board and encouraged par 
ticipation of transnational corporations in 
specific industries and in particular in the 
export sector 1 hese policy changes moved 
the then inward looking industrial/ 
technology system towards one that is more 
open to market forces and foreign participa 
non and enabled the firms to acquire 
modern technologies and thereby attain 
higher output growth 

C learly the firms must have been incur 
ring substantial c'pendituie m connection 
with technologv imports and imposing in 
creasing burden on the country s external 
balances in the eighties There is also another 
interesting ispect to economic liberalism 
This IS to see whether the liberal import 
reduced the need (market incentive) to 
develop the turns' internal technological 
capabilities and increased their technological 
dependence Alternatively, what efforts were 
made by them towards building up their in- 
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lemal tedmologkal capability through in* 
home R and D7 In order to poM the ques¬ 
tion in a comparative ftamewoilc, we shmiid 
alio know what R and D efforts did the 
firms make during the protectionist policy 
regime and why did not those efforts enable 
them to become technologically dynamic to 
achieve higher output growth’’ An explora¬ 
tion into these questions is the core of this 
paper 

Import op Tec hnoiooy and 

iNOIOtNOUS R AND 0 

We begin the empincal analysis with some 
general comments on the recent trends in the 
import of technology (foreign lollabora 
turns) and internal research and development 
of the Indian private sector industry As a 
consequence of policy liberalisation, the 
country has witnessed liberal import of 
foreign technology during the eighties This 
IS reflected m the increased number of 
foreign collaborations including foreign 
capital participation in Indian industries 
The number of foreign collaboration ap 
provals between 1980-1986 averaged 702 per 
year as against a corresponding figure of 239 
between 1%5-1979 and the number of cases 
involving foreign equity participation were 
145 and 42 respectively during the above 
periods The eighties started with a sudden 
acceleration in the rate of foreign collabora 
tion and significantly in the proportion of 
financial collaboration In a sense, the 
transfer of technology from developed loun 
tries has been the significant direction of 
technology capability building of Indian m 
dustry under the regime of economic 
liberalism in the eighties 

lb the extent, however, that the inipoi t ol 
technology is increasingly taking place 
through mechanisms potent with loreign 
control, the risk of technological dependence 
of Indian industry is likely to be high unless 
the import of technology is being supple 
mented with internal K and D effort for 
adaptative changes (mastering the manufac 
tunng capability) as well as innovations to 
develop new processes and products (design 
capability) This leads us to examine the 
trend in indigenous innovative cftoits 
measured by the expenditure on internal 
R and D during the eighties 

At the outset, we need individual firms 
wise data on the expenditure incurred by the 
firms for the import of technology and also 
on their internal research and development 
activities in order to comment upon the 
relationship between the two and thus, on 
the trends in the attitude of Indian industry 
towards acquiring technological capability 
The relevant data available for the eighties 
being scanty a rigorous analysis is difficult 
at this juncture 

Nevenheless, cenain unhealthy tendencies 
under the liberalised policy regime can be 
discerned from the data on R and D in in 
dustry being published by the department 
of scientific and industrial reseaich, ministry 
of science and technology. New Delhi 


Particular mention may be made of the 
tendency towards stagnation in the R and D 
efforts of the pnvate sector in general This 
IS indicated by the fact that R and D expen¬ 
diture as a percentage of sales turnover of 
firms in the private sector as a whole has 
declined on an average from 0 78 per annum 
dunng the period 1975-76 to 1979-80 to 0 68 
in the period 1980-81 to 1986-87 (see 
Table la) Yet another way of illustrating the 
point IS to examine the growth trends in ex¬ 
penditure on in-house R and D Here again. 
It IS seen that the growth rate recorded m the 
private sector is lower than the one in the 
public sector and more significantly, it is 
lower during the eighties as compared to the 
seventies (see Table lb) 

Some ideas of the trends in the relation 
ship between domestic R and D efforts and 
the import of technology can be foimed 
from the Reserve Bank of India suivey data 
on finances of non-financial, non 
government public limited companies for 
different years The data for the yeais since 
1983 84 provide information on the combin 
ed expenditure on (RDE) and also on expen 
diture in fore.gn currencies on account of 
dividend, royalty, technical fees, etc (which 
we call here, technology-import expenditure 
(TMb) incurred directly in connection with 
foreign collaboration arrangement by the 
companies covered in the sample study The 
relevant data for three broad manulactur 
ing sectors as classified by Reserve Bank 
study (vu, (I) food, textiles, tobacco, leather 
and products thereof, (II) metals, chemicals 
and products thereof, and (ill) manufacture 
not elsewhere classified) are presented in 
Table 2 

It IS seen that the combined expenditure 
of the companies (which can be taken as pro 
xy for the private manufacturing sector) on 
the import of technology is greatei than the 
corresponding c-xpenditure on internal 
research and development both in absolute 
amount and in relation to the sales turnover 
in cash of the manufacturing sector con 
sidered i-oi the live year period as a whole, 
the annual direct expenditure on the techno 
logy import worked out to be 0 547 per cent, 
0 71 per cent and 0 70 pei cent of the total 
as against corresponding R and O expen 
diture figures of 0 06 per tent, 019 per cent 
and 012 per cent in sector I (food tobacco, 
textiles, etc), sector II (metals and chemicals) 
and sector III (manufacliiring, ncc) 
respectively 

From the perspective of building up the 
technological capability ol the industrial 
sex-tor with reduced degree ol external 
dependence over time, it is necessary that the 
turns constituting the particular industries 
should allocate proportionately more expen 
diture on internal research and development 
(RDi) relative to the expenditure on techno 
logy import (rMb) over lime In order that 
the relationship between RDL and TML 
should be complemcniaiy in any given in 
dustrial sector, the elasticity of expenditure 
on R and O with respect to technology 


import Should Be positive m sign >na 
sigmricantly not less than unity in value 
That IS to say, the rate of increase in expen¬ 
diture on R and D should be greater than 
on the import of technology over time, lb 
put in a statistically testable form, if RDE 
IS postulated as a linear function of TME, 
le, 

log RDE - a 4 b log TME + e 
the ‘b* coefficient should not be negative in 
sign and not less than unity in value, when 
that industry can said to be building up its 
technological capability with lesser d^iee 
of external dependence through a process of 
complementarity between domestic research 
and development activity and technology- 
import 

When the RBI data on the Finances of 
non financial and non-government com¬ 
panies were put to the above statistical test 
by pooling the data foi five years for the 
three broad manufacturing sectors the 
following log linear relationships were 
obtained 

RDI -11131 ^ 0 8361 TML 07464 
( 2 2560)* (61850)* 

RDF/N 2 5518 + 0 7108 IMF/N 
( 5 6466)* (10100)* 

R’041258 

where, RDF/N per firm R and D expen¬ 
diture and 

1ML/N pci firm expenditure on 
technology import 

Although the above regression analysis is 
earned out with the data on the combined 
expenditure of the firms including those 
which did not either undertake R and D or 
did noi incur expenditure on import of 
technology, it is amenable to draw an m 
ference of a general nature that expenditure 
on internal research and development ac 
tivities increased with increasing expenditure 
on the import of technology but less than 
proportionately in the private manufactur 
mg sector during the eighties That is to sav 
Indian industry was found backing up ns 
import of technology with internal research 
and development but not adequately enough 
to reduce its extefnal dependence in other 
words, the relationship between K and D 

Tabu Ia R and D Expenditure as 

PerclniacjE Of Sales Turnover of 
Firms in Private Sector 


(Are cent) 


1975 76 

0 76 

1980-81 

077 

1976 77 

071 

1981 82 

0 76 

1977 78 

078 

1982 83 

050 

1978 89 

079 

1983 84 

0 52 

1979 80 

0 85 

1984-85 

072 



1985-86 

070 



1986-87 

081 

Annual 


Annual 


Average 

078 

Average 

068 


Source Based on data from OSIR, Raemck 
and Development in industry, 
Ministry Science and 1bchnolag)ii 
Government of India, Nav Delhi 
(various issues) 
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Midliicldwto^yjmtwt <MtcoiH|il>iiwfHM5i 
ia BcMnt but tended to be "nther United*' 
and mak in magnitiHfe durfaig the eightiei. 

The Ibnpifaig pieces of evUbne intherad 
from different sources of data, viz, the date 
on R and D expenditure of the firms in 
Indiaa industry compUed by the ministry of 
science and technology and on the finance 
of non-finandal non-governmeni companies 


Tabif Ib Trends in Expinditukl on 
In house R and D (1970 71 Prk es) 


Tear 

Public 

Sector 

Th-ivate 

Sector 

lotal 

1976 77 

1915 

2920 

4835 

1977 78 

2175 

3377 

5553 

1978 79 

3141 

4319 

7460 

1979 80 

34% 

4850 

8348 

1980-81 

3851 

5381 

9235 

1981-82 

4407 

6023 

10431 

1982-83 

4634 

7455 

12090 

1983 84 

5575 

7167 

12742 

1984-85 

54% 

7485 

12981 

1985 86 

5919 

7508 

13428 

1986 87 

6578 

8827 

15405 

Annual average 




growth rate 




(per cent) 




1976 77 to 




1979 80 

26 22 

22 60 

24 07 

1980-81 to 




1986 87 

8 34 

794 

811 


source as in Table IA 


mnayed by the Reserve BaiA ^ i~«« y. 
lustrate the geiiBral tendency for internal 
R and D effcnfe to remain Im dynamic as 
compared to tht import of technoiogy m 
Indian industry with the result that the pro¬ 
cess of technological capabihty^niilding tend 
to be biased towards external dependence 
under economic liberalism 

DIKKIIONOI ri( iinoioi.k si 
CAI’ABII IIS Bl II UINt< A C AM SI I l)S OI 
tl I ( IKONK S 

A more Uiin.i imthod ol dsierniining the 
dircslion ol icthnologikal eapabilii) 
building rcguiies analysis ol individual 
lirm wise data on expenditure on in plant 
R and D relativi lo import of technology by 
the firms during the eighties In the absence 
ol relevant data on technology payments by 
the firms who also undertake tnternal 
research and development activities, we can 
not attempt such an analysis As an alter 
native, we may adopt the following method 
Ol firm wise analysis ' tVe ask whether the 
annuil R and 1) expenditure incurred by 
technology importers in a given industry is 
highci than non importers in a sample ol 
firms uiidtrlaking R and D during the 
eighties Since the R and 1) inicnsity is 
generally hypothesised to vary with the sia 
ol lirms, wc also examine the influence ol 
the hrm si/c on K and Dexpendmire These 
propositions aie cinpiiieallv tested bs using 


a miilttple regrenion equation of the foHtW 
mg type 

log RD - a + b, TM + bj log SV 
where, RD is the level of R and D expen 
diturc, TM IS a dummy variable takmi 
value^ 0 and I re*spee'tively lor firms that an 
non imporicts and importers of lechnolog) 
and SV IS the value ol sales used here as i 
measure ol ihc si/e 

In applying ihe siatistieal model outlinet 
above we need information on K and C 
expenditure of firms in the industrial sectm 
The department of science and icehnotog} 
(DISR) surve*>s the firms registered with ii 
and publishes a C ompendium of In-Houa 
R and D f enires, which gives inlormailor 
on sales turnover, foreign collaboration, 
R and D expenditure, etc ol the firms Or 
the basis ol above inlormaiion it is possibk 
to separate out ic*chnol<igy importers and 
non importers undertaking R and O, and 
carrs oul ihc empirical test outlined above 
As the test on the data ol the lirms within 
a particular industrv gives a more stable 
behavioural pattern than the one across in¬ 
dustries, wc limii our anaivsis to one 
mdusirv, vi/, elecironics 

Ihe choice ol elecironics iridusiry is 
guided b\ the coiisidctations that ( ) it ha' 
witnessed last changing tc'chnologual ad¬ 
vances in Ihc world ot technology in ih< 
rcccni scars, (2) ii is iht kev to modernisation 
ol Ihc indusirial sector, (T) it is a ‘new’ 
industrv dcncloped on modern lines in India 
in ihc vcvciiiicv, |4) Its dependence on import 
ol icchnologs was minimal in the sescniiei 
but increased ai a rate taster than for the 
total indtistiial sector during the eighties, 
and (^) IIS giowih in India wax rather 
slow carlict under tiu inward looking 
sti.'iicgs and now is Iasi under economic 
liberalisaiion ' 

Wc coliccled Ihc required data relating to 
ckxtronics industry lor threx years (1985-86, 
1986 87 and I9H7 88) ol Ihc eighties from 
the DSl s ( om/H’ndium of In house 
R and D T he sample covered in each year 
heinu noi identical ihc siatisii,.al testing was 
earned oul tor oath year separately Ihe 
sample lirms were classified into two groups, 
VI/ nun importers of technology and im 
porters ol technology The value of sales 
turnover was taken as a prow variable for 
the si/e ol the films Ihc results ol the 
miiliipic regression show the estimates of the 
soclticienis (Table ^) 

Two inicrtsting findings emerge from the 
statisiicai resting on ihe data from elcc- 
iioiiics indusiiv though the explanatory 
power ol the model is not high T irst, the 
Locltieient ol S (pioxs loi si/e) is positive 
and signilleant but less than unity Tbis 
would impis that ihc increase in R and D 
intciisitv IS in direct relation, but not pro- 
poiiionaic to the si/c of the firms In other 
woids larger firms do not undertake pro- 
poiiionaielv more R and D than smaller 
ones Second ihc cueMicient of dummy 
variable has positive sign but is not sigm- 
licanily greater than aero In other words. 


Tabu 2 Irlnds in 1-\i>lndiii ki on R and D snd Tii hnoioc v Isiixiki 


Items 

1983 84 

1984 85 

1985 86 

1986 87 

1987 88 

Sample C onipany Nos 

429 

I I-inmI, h-xlilt H 
429 

vU 

415 

435 

Sales Rs 1 1 

8413 46 

9509 74 

1031910 

10904 40 

12279 40 

RD 

4 78 

4 94 

4 (XI 

h60 

8 30 

TM 

21 36 

36 58 

59 70 

82 5(1 

88 70 

Per firm RD Rs C r 

001 

on 

0 09 

019 

0 19 

Per firm TM 

005 

008 

0 14 

019 

0 20 

RD/Sales ratio per ctni 

006 

005 

0 04 

0 08 

0 (P 

TM/Sales ratio perceiu 

0 25 

0 38 

0 58 

0 '6 

0‘’2 

Sample C ompany Nos 

II MelaN and ( hi mitaU t-lt 

789 789 869 

869 

869 

Sales Rs C r 

17808 95 

20602 5V 

24367 50 

26931 70 

29936 50 

RD 

12 77 

17 02 

24 10 

2 20 

3140 

TM 

123 95 

144 70 

182 20 

191 30 

206 30 

Per firm RD 

002 

002 

003 

0 03 

003 

Per firm TM 

016 

0 18 

0 21 

0 >2 

0 24 

RO/Sale$ ratio per cent 

016 

0 20 

02 

0 19 

019 

3M/Sales ratio per ent 

070 

0 70 

0’5 

( 71 

0 69 

Sample Company Nos 

241 

Hi Manufarlun 
241 

n< c 

275 

275 

Sales Rs Ci 

4445 81 

5118 45 

6249 40 

6911 50 

7349 20 

RD 

4 61 

6 53 

3 70 

14 20 

690 

TM 

27 43 

61 80 

31 20 

40 71 

43 90 

Per firm RD 

002 

003 

0 01 

0 05 

0 03 

Per firm TM 

on 

005 

on 

0 15 

1)16 

RD/Sale$ raiio per cent 

010 

013 

006 

0 21 

0 09 

TM/Sales ratio percent 

062 

121 

0 50 

0 59 

0 60 


/Voter RD - Research and Development expciditure 

TM = Technology Import expendilure i e, expcmlilurc in to iign current its on acsouni 
of foreign coflaboration vi/, dividend, royally recitmtal lets tic 
nec = not elsewhere classified 

Source Based on Reserve Bank of India, Finances ol Public I imiiiil t ompaint s RH/ Bulletin 
December 1990, September 1989, iul 1987 
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CUSTOMS OF THE WORLD 

A Popular Account of the 
Manners, Rites and 
Ceremonies of Men and 
Women In all Countries 

Edited by 
Walior Hutchinson 
Introduction to the Reprint 
Edition by 
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Rs. 2000 

(per set of 2 Vols) 

The two volumes ain Into 1209 pages, 
rbenolly Intorspersod vinth 31 full sized 
coloured and 1443 bkjck arid white 
lilustratioTKi together with 5 maps depict 
the life and culture of races and tribes, 
clans and corrmunities all over the 
world 

Volume I contains articles on the 
life and culture of the peoples of 
Melanesia, Fgi Polynesia (including 
Micronesia) Australia Borneo Siam 
Burma the Andaman and Ncobar 
Islarids, the Malay Peninsula French 
Indo-Chine, China and Mongolia. 
Formosa, Korea, Japan, Ceylon. 
Southern India, the Forest and Menial 
Tribes of Northern India, Bengal. Behar 
and Orissa, Tibet, and Afghanistan and 
Bahjchistan 

Vokimo II covers the people of 
Turkestan, Asia Minor Palatine and 
Syria, Persia, the Philippine Islands, the 
Dutch East India. Egypt, the Southern 
Sudan, the Congo, Sierra Leone West 
Africa. North Africa. East Africa, South 
Africa, Madagascar, Somaliand. 
Abysiniu, Aretic America, Mexico, the 
West lixJi", North America, South 
America, Spam and Portugal. Italy, 
Holland and Belgium Great Britain arid 
Ireland. Germany, Ausina Hungary 
Switzerland Scandinavia. Finland, 
Leplond, Russia the Bohan Peninsula 
and Greece 

In on age, where mormers and customs are 
fast undergoing a transformation and 
tMhere distinctive cultural Identities are 
disappearing due to sclentifc and 
technological advances, these volumes yrill 
be a permanent record of the post as it wos 
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Lopsided Growth 

Political Economy of Indian Development 
by Pradhan H Prasad 

This collection of essays in political economy unravels the (drees which have acted as 
a drag on Indian development The Achilles heel of Indian development plans, the author 
argues, has been their preoccupation with investment planning to the neglect of institu¬ 
tional transformation Within this broad framework the author discusses a wide range of 
subjects including macro economic plan rruxlels, choice of technique the persistence 
of outmoded production relations in agricultur*' growing political assertion by the middle 
peasantry roots of agrarian violence and uneven regional growth 

pp VII + 125 Rs 110 

The Retarded Economies 

Fbreisn Domination and Class Relations in India 
and Other Emersing Nations 
by Nirmal Kumar Chandra 

Why IS It that while the former colonies and semi-coionies have emerged as a major force 
in world politics over the last four decades, their economies in most cases remain retarded’ 
The first part of this volume focuses on the exchanges between the poor and the rich 
nations Did western aid private capital and technology really help India, or was it the 
ottier way round’ Granting that both sides made some gains, did the UbSR derive undue 
advantage through its bilateral trade and aid transactions with the third world’ Can the 
theory of unequal exchange explain the growing economic hiatus between the north and 
the south > The se .ond part of the book is concerned with the domestic scenario in India 
the author tries to relate the overall stagnation in material production per capita to the 
balance of class forces that emerged after independence as a result of a strategy of m 
dustnaiisation based on import substitution Long term trends in aggregate and sectoral 
outputs the terms of trade between industry and agriculture, real wages and unemploy 
ment rates, savings and investment private monopoly capital, etc, are analysed in this 
context Further the existing laws and regulations on private sector monopolies ere also 
examined from the same perspeaive The final essay is a critique o( the recent lilt, inspired 
by the IMF and the World Bank towaids liberalism in India s economic policies 

Pp 388 + index Rs 240 

Centre-State Budgetary Transfers 

Edited by I S Gulati 

The papers brought together in this volume examine the federal financial relationship in 
India as reflected in transactions through the budgets of tf* Union and State governments 
Under the Constitution, the Finance Commission appointed by the President every five 
years, is expected to recommend adjustments in inter federal transfer of budgetary funds 
to meet the changing requirements of the system In tact the transfer of resources from 
the Centre to the States has taken forms which have fallen largely outside the ambit of 
the Finance Commission and it is the Planning Commission which has come to play a very 
major role in the determination of Centre State financial transfers The involvement of the 
Planning Commission has not, however, resulted in a more total view being taken either 
of financial devolution from the Centre to the States or of inter-state distribution of the 
amounts so devolved While transfers under the aegis of the Finance Commission, the 
so<ailed statutory transfers, have aimed at covering the non-plan revenue account gaps 
of the States, the plan transfers coming under the purview of the Planning Commission 
have sought to plug gaps in the States resources for financmg their plans The gap-filling 
approach thus continues to dominate Centre-State financial transfers. If Centre-State financial 
relations are to be made more ectuitable and are to have greater regard for efficiency 
in budgeting, it is argued, existing institutioni]i arrangements will have to be substantially 
modified This volume seeks to contribute to raising and debating the relevant questions 

Pp VHi 4 312 Rs 295 
Copies from 
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technology-importers is not significantly 
higher than non-technology importers 1 hat 
the regression coefficients showed a consis¬ 
tent pattern with respect to the sign and the 
statistical signilicance level in all the three 
years suggests that an inference can be drawn 
with some confidence from the test results 
We may interpret that economic liberalism 
has not encouraged the firms to strengthen 
their technological capability through a pro¬ 
cess of internal R and D activity in Indian 
electronics industry Perhaps, the incenfivc 
structure of the market under economic 
liberalism is biased in favour of importing 
technology continuously fur maximising'the 
short-run gains rather than developing in 
ternal technological capability in the long 
run If the c'xpenencc of electronics industry 
in the eighties is any indication, the pattern 
of technology behaviour of the firms under 
economic liberalism has the potential danger 
of rendering Indian industry externally more 
dependent on, and inteinallv less dynamic 
111 , technological piogicss 

Ik tlNOKKO ISlIt/WlOlKOI FiRStS 

I NDl k PROIIC IIVI POI |( V RII.IML 

let us n<m outline the R and O behaviour 
of Indian linns as rescaled by earlier studies 
when indiistnalisatioii in the country was 
being guided uiidci the regime of planning 
and proitciioiiism An earlier study 
analysing the relationship between the ex 
penditure on lechnologv import with the ex 
penditure on in house R and D lor the 
period 1%4 hS to 1080 81 inter aha sug 
gesicd that Indian turns gencially backed up 
lechnologs iinpoit with in house R and l> 
elfoits lhal IS to sas the relationship bet 
ween internal K and D activities and 
tcehnologv inifkiii was one ol complcm'‘ti 
taiitv I ur'her, it was also shown that the 
elasticity ot expenditure on R and 1) with 
respect to lechimlogv import was found not 
stgnilicantly less than unity during that 
period 1 hat is to say, the firms importing 
tcclinology backed it up with tniciiial 
R and 1) activities tor building up their 
technological capability with reduced degree 
ol exteinal dependence during the regime ol 
protectionism Studies by some other 
scholars'* have also lound that expenditures 
on R and l> were posiiively related to 
payments lor imported tcclinology in 
spccilic industries studied and ^Iso lor the 
manutactuiing sector as a whole during the 
periods ol their studies I he c's idcncc ol cm 
pineal studies lor the period during the 
seventies thus lends to suguc'st lhal the I inns 
ic*chnology bchavioui in ihc compulsive tn 
viiomncni ol controls undei the regime ol 
planning was one ol raising iclaiiyc expen 
diturcon R and D lor innovations, peihaps 
marginal and adaptaiivc in nature as com 
pared to the expenditure on technology 
import on a continuous basis 

In the compulsive env ironment ol controls 
R and D cl forts were, however, mostly con 
lined to down scaling the process, knowhow 


10 suit me aomestic market, to cany out 
detailed engineering, to substitute imported 
inputs by local materials, etc These etiorts 
did help to improve the technological 
capability tor manufacturing the products 
to the given designs and specifications with 
economy in foreign exchange cost, but there 
were limited progress in developing 
improved/new designs or processes keeping 
pace with the cost-clfective and high produc¬ 
tive technological changes taking place in the 
international market In a sense, then one 
could sav that the strengthening of techno¬ 
logical cjpahiliiv in Indian indusity was 
constrained hv the protectionist policy in the 
planning regime For, there were not an in 
centive structure ol the market required tor 
stimulating cost ctlectiveand productivity- 
raising technological changes 

Did the incentive viructure of the market 
under economic liberalism in the eighties 
induce the firms to change their strategy and 
improve upon then technological capability 
and productivity performance through in 
creased in liousi R and D cl forts'’ The 
results ol oui siaiisiical analysis of the 
general data lor the private manufacturing 
sector as a whole and the lirm wise data in 
icspcct ol Indian electronics industry 
atlempied in this papci do not lend support 
to a positisc aiower C oniraiily, the liberal 
import ot technology during the eighties 
seems to have •'educed the need (oi inccn 
live) for inictnal R and D efforts and 
rendered ihtni rely upon the technology 
import on a continuous basis for meeting 
their icchnoloi’ical needs The clfcct of 
economic liberalism is not seemingly in the 
direction ol siinuilaiing internal tesearch and 
development .iciivities lot raising the 
ic,.hnological capahiliiy-building with reduc 
ed cxieriijl dc|icndencc, it is in the direction 
ol laising the lirms technological level tor 
tnaiuilaciiiriiu with inircasmg exteinal 
technological dependence 

( (INCH SIONS 

lo summatisc the patiefn ol technology 
behaviour ol Indian lirnisduringliberalisa 
non III ihc eighties as compared to the earlier 
period ol proicctionism leaves some lessons 
lor the luiutc industiv technology policy 
I he stress on proiectionism and regulation 
mav provide a compulsive environment that 
makes the liims supplement the impoit of 
lechnologv with inieinal R and D efforts and 
strengthen the inamifat Hiring lapabililybM 
the lack ol conipcimvc environment makes 
them mdillcicm to develop the design 


capaMuy in tune with changes in flie world 
icchnology with the result that the benefit 
of higher productivity and output growth 
would not be signiTicant On the other hand, 
the incentive structure of market under 
economic liberalism may be biased towards 
distorting the technology behaviour of the 
firms in the direction ot indifferent internal 
learning (R and U efforts) but may raise the 
firms* technological level on the basis of 
continued dependence on technology import 
and attain higher levels ot productivity and 
output growth 

To conclude, both the policy regimes 
(regulatory planning as well as economic 
liberalism)'Could strengthen the techno¬ 
logical capability, though of different types. 
Therefore, the apparent dichotomy between 
‘protection’ and ‘competition* must be view¬ 
ed as a false dilemma and the policy objec¬ 
tive should be to get a desirable mix ot 
market and planning modes in relation to 
technological change in Indian context 
What IS perhaps needed is a relatively tree 
environment of the market lor technology- 
import but accompanied hv positive in¬ 
tervention of the state to cnsuic that the im¬ 
port IV backed up with donicsf R and D 
efforts tor the firms indiisiis to iiuwc along 
a ‘dependence-independence* coi. > luum ol 
technological chance As loi the luiurc 
policy, theiclore, there is a logic in luithcr 
freeing the Indian indusirv Irotn unnecessary 
bureaucratic shackles inter aha in relation 
lo import ot toreign capital and lechnologs 
and vet, there is the need lor socially pur 
poseful and effective state intervention to 
strengthen internal technological capability 
and promote the indusiiialisation with a 
greater degree of autonomy 

1 Pack H and L F Wcsiphal (1986) Industrial 
Strategy and Technological C hangc Theory 
versus Reality', Journal ol Ikxelopinent 
Uonomui, 22, p 1(16 

2 Fransman M (I98S| ( oncepluahsing 

rechnical ( hangc m the Third Woild in the 
1980s An Interpretnc Surves lournal of 
Development Studies 21 

f Bluemenihal T (t9'79) A Noie on the 
Relationship between Domestic Research 
and Developmeni and Imported Technology’, 
tionomu Developmeni and < ullural 
Change, Vol 27, No 2 

4 See for example Bluemenihal 1 (1976). 
‘Japan’s lechnological Siraligv lournal of 
Dexelopmeni honomus i No 1 Kai/ J M 
(I97T) ‘Industrial Orowih Royally Payments 
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Table A 


Dependent 

variable 

Independent 

variable 

a 

b 

R* 

R/N 

M/N 

0 2946 

0 8942* 

0.3233 

R/N 

M’/N 

(09178) 

0 2S42 

(2.8392) 

1.4461* 

04603 



(1 0910) 

(4 8864) 



Noiei * are signifiianily differeni from rero in a one tailed leM at I per cent level 
R/N per tirm K and D expenditure 

M/N per firm expenditure on technology import {dividend -f royally + technical fees) 

MVN per firm expenditure on technology-import (royalty -i technical fees) 


and Local Expenditure on Research am) 
Development’ in IJrquidi v and Thorp R 
(eds), Latin A memo in the International 
Economy, Macmillan, 1 ondon, Pillai P M 
(1979), ‘Technology Transfer, Adaptation and 
Assimilation', Lconomii and Poliiual 
niekly. November, IJesai A V (I97<), 
‘Research and Development in India', Margin 
January, Lall S (1979), 'Determinants ol 
R and D in a I DC The Indian Engineering 
Industry’, btonomit Leiiers, 11, No 4, 
Katrak H (1981), ‘Imported lechnology 
Enterprise Si/e and R and I), in a Ncisl) 
Industrialising Country The Indian'is 
penence’, Oxford Bulletin of El onomu \ and 
Siatniu\, Vol 47, No 1, Subrahmanian k k 
(1987), ‘Inwards Technological Self Reliance 
in Brahmanada P R and Panchmukhi V R 
(eds) The nr\etopnient Proiea ol Indian 
Eionomv, Himalaya Publishing House, 
Bombay, kumar N (1987), ‘lechnologs 
Imports and I ocal Research and Develtip 
ment in Indian Manufacturing Thi 
Developing txonoimt\. \\V 1 Sepiembci 
and katrak H (1989) ‘Imported lechiiologies 


and R and I) in a New New ly Industrialis 
mg ( ounirs Ihc I vpenence ol Indian 
I ntcrprises. Journal of Dei elopineni 
Uononim, 12 

1 this method is similar to Ihc one used b\ 
katrak H (1989), op cii The empirical rcsulis 
ohiaincd and hence the inferences drawn hs 
us are dilterent 

6 I or an ecatuaiion of the growth perlorniancc 
ol this industry see Joseph K I (1989), 
(irowih Pcrloiniance ol Indian Electronics 


Under I ibcralisaiion’. Economic and 
Political Ikeekly, Vol X\IV, No 33 

7 Subrahmanian 1C K (1987), op cit In this 
study the log linear regression explaining the 
relation between expenditure on R and D and 
cost of lechnology import by the firms in 
Indian manulaciuring sector tor the period 
1964 61 to 1980 Ml gase the following results 
(Tabic A) 

8 I Ol example see I all S (1981) and katrak H 
(1989) open 
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Do State Level Public Enterprises Need 
Memorandum of Understanding? 

T L Sankar 
K K Miahra 
K Nandaaupal 

This paper examines the rationale for the introduction of the memorandum of understanding in slate le»e! public 
enterpnses, the pre-conditions for its initiation, the institutional set-up required for the preparation and 
implementation of the MOU and the broad structure of what the MOU should contain for the negotiating parties. 
Recommendations for the successful installation of the MOU as a business system have also been incorporated 


THE memoranduRi of understanding 
(MOU) IS the most widely talked about 
reform in the sphere of public enterprises 
(PFs) There is a great deal of agreement in 
the polity making academic research and 
managerial spheres on the rclesancc ol this 
instrument to improve the performance of 
Phs through revamping the goscinment— 
PF interface This stems to be the underlying 
foitc behind the present move bv the depart 
mem of public enterprist (DPF s) gosein 
ment of India, to sign MOlJs with 140 of 
Its enterprises 

The state level public enterprises (SLPEs) 
lit a majoi component ol the PF system in 
ndia These enterprises employ about 40pc*r 
ent ol the total capital invested in the PF 
.ystem In tcims of numbers SI PLs are 
nore than three tunes the eeiitral PEs 
C PEs) Then operational profiles are more 
rariegated as compaied to the C PLs Ihcir 
Performance measured m leims ol bottom 
me results has been lai below that of their 
rounterparts in ihe eeniial seeior \gainst 
his backdrop it is not presumptuous to ask 
whether the SI PE s should take lecouisc te> 
he MOU 

NS-t t) I OR Moil IN St Pit 

I here arc many reasons luslif ving the in 
ie>duction of the MOU in the SI PEs As 
toted earlier, the financial performance of 
he SI PLs poses a great ihicai to the 
'c source mobilisation efforts ol the nation 
During the Seventh Plan period on an in 
vestment of Rs 45,000 crore these entei 
arises were expected to earn a marginal pro 
lit Instead of meeting this insignificant 
arget, these enterprises incurred colossal 
losses I he performance of the SE Phs unlike 
the C PLs, IS dismal in all categories lo cite 
in illustration, whereas the enterprises in the 
ail sector at the central level are distinctly 
known as high money makers, there is no 
such class of enterpnses among the SI PLs 
The studies completed by the Institute of 
Public Enterprise for the Ninth Einance 
C ommission and the Planning Commission 
show that the SLPLs divided into five 
tategones viz. manufacturing SLPEs, 
trading and service SI PEs, financial SL PCs, 
promotional and development SLPEs and 
welfare SI PEs, were all characterised by 
negative profitability at the net margin levels 
Whereas 57 of the 230 CPEs incurred cash 


losses in 1988 89 about 300 out of the 754 
SE 1*1 s had suffered cash losses m 1986 87 
Ehc financial statements of the CPEs for 
1988 89 reveal an accumulated loss of about 
Rs 10,000 crore against reserves and 
sui pluses of about Rs 12,000 crore indicating 
that the accretion in the net worth was 
almost conspicuous by its absence However, 
the scent was much more dreary m the case 
ol lilt SE PI s I he figures for the 25 states 
Ol the country show that in 1986 87 there 
was an erosion in the net worth of the SE PLs 
ranging lioni 4 per cent in Goa 70 per cent 
in Karnataka to 231 per cent in Rajasthan 
and 345 per cent in Nagaland This erosion 
was 42 pel cent in the SI PLs ol Andhra 
Piadtsh 47 per cent in the SI PFs ol Assam 
68 per cent in iht SE PLs of Bihar, and 34 
per cent in Ihe SI PEs of Kerala 

I he government PL mierfact assumes a 
much more complicated dimension in the 
cast ol the SI PLs as compared to their 
counterparts in the central sector Though 
theoretically ihcic is to Eic arm s length 
relationship m the case of these enterprises 
with the state govcinments it is not observed 
in practice in view of the fact that the per 
manent sccrciai les ol the departments con 
trolling them have easy access to these enter 
prises Further they stanu on a higher ground 
vrs a ws then chief executives on account ol 
substandaid recruitment and lack ol com 
pcicncc ol such managers The frequen* arm 
twisting bv the secretaries to government 
cither on then own or on Iht behalf of 
ministers has vitiated the woiking ol these 
cnieipiises to their detriment 

The lack ol clarity of both the macro and 
micro objectives has affected these enter 
prises moie than the C PLs In the case of 
the latter then have been at least sporadic 
attempts to formulate the macro and micro 
objectives The central government as the 
owner of the C PLs has been trying to have 
a close look at their m u ro and micro ob 
jeciives through the loimulation ol the 
White f3iper Excepting Andhra Pradesh, no 
other state in the country has made any such 
attempt in this dnecliun In the absence of 
role clarity, these units have turned out to 
be more ‘public t lan ‘enterprise’ T he SLPEs 
have been explaining away then low perfor 
mancH. bv rdcrring to the fulfilment of the 
social objectives which has cut icc neither 
with policy makcis nor with researchers The 
three dimcnsioial classification of the C PE s 


in terms of public purpose, profit earning 
and resource mobilisation would show that 
out of 250 enterprises, only 30 enterprises 
secure ‘high’ on all the three dimensions As 
opposed to this a study conducted tiy the 
Institute of Public Enterprise (IPE) for the 
inter state council of the governmeni of 
India indicates that about 100 of the 7S4 
SL PEs score high on all the three dimen 
sions it IS interesting to note that the enter* 
prises scoring high on social purpose 
number only 75 m the case of CPEs in con¬ 
trast to a tall figure of 500 in the case of the 
SI PFs 

Performance targeting has behavioural 
implications not only for the CPLs but also 
tor the SI PEs. as without well defined 
targets most of them sail aimlessly like rud¬ 
derless ships It IS not fair to comment upon 
the quality of Ihe managerial personnel in 
the SL PFs as compared to their counterparts 
in the central sector The recent training and 
career prospects are more well defined for 
executives ol the CPEs as compared to the 
SI PEs The chief executives of CPEs have 
a longer tenure than their counterparts in 
the Si PEs Performance targeting would 
hand down to these personnel in the SLPEs 
the requisite guideposts in terms of which 
their success would Em. measured 

One of the problems of the PEs in India 
IS information overload Information is 
generated whether required or unrequited 
Many systems have been installed without 
giving due thought to their end use and 
networking The introduction of the MOU 
would provide an opportunity to the SLPEs 
to reappraise Ihe need for such contrd 
systems and retain only those which have not 
outlived their importance and fit in well as 
a part of the new performance evaluation 
system 

Spec lAi Hatures oi- Slplv 

The Si PEs are a mass of heterogeneous 
organisations dealing with diverse activities 
in a volatile enviionment They have more 
pnnetpais than Ihe CPEs They are executive 
arms for implementing state policies c g, civil 
supplies and price support operations They 
also provide more crucial inputs, e g, elec¬ 
tricity and road transport 

The first and foremost condition for in¬ 
stalling the MOU in the SLPEs is thar divi¬ 
sion into dominant categories as governed 
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by locio-economic objectives. Wc have 
already suggested our scheme for such 
categorisation in the form of manufactur 
ing, trading and service, financial, promo¬ 
tional and development, and welfare enter 
prises This has not been done in the case 
of the CPEs and as a result the MOU has 
lacked eifectiveness in that context in that 
it has failed to capture the socio-economu. 
nature of these enterprises which has 
weakened the negotiating process Such a 
classification of the SLPEs would make the 
MOU a genuine instrument of performance 
evaluation in that it would enable 
managerial performance to be judged with 
much greater comprehension in the wake of 
social objectives being fulfhlcd by these 
units 

The initiative for formulating the MOU 
would have to rest with the administrative 
ministry/responsible authority in the case of 
the SLPEs for these enterprises opeiate in 
highly sensitive areas as they affect the public 
interest directly For instance, the road 
transport corporations, state electricity 
boards, scheduled castes welfare corpora 
tions, scheduled tribes welfare cot potations, 
stale housing boards, state minorities 
development coiporations, corporations for 
the development of handicapped, women 
development corporations, civil supplies cor 
porations, essential commodities corpora 
tions, state warehousing corporations, state 
industrial development corporations, state 
small-scale development corporations, state 
industrial infrastructure corporations and 
state financial corporations arc public in 
Sirumcnts in the hands of the state govern 
ments The extent of their activities, their 
spatial spread, deliverv costs and stalling 
could not be decided by the executives in the 
SLPEs Targets must be sensitised to public 
needs 

The parties pooling their heads lo lor 
mnlate the MOUs would include noi onis 
the administrative ministry and its enter 
prises but also the woi k force 1 he manage 
ment by objectives (MBO), though a 
laudable concept could not take roots in the 
public and private sector entciprises in India 
as It did not traverse from lop down to 
bottom In the case of the SL PFs in ordei 
to make the MOU philosophy acceptable bv 
One and all, it would be necessary that the 
whole lot of workers are involved in the pro 
cess of Its formulation as well as implemen 
tation and review There is no denying the 
fact that the labour problems in these cnici 
prises have posed substantial danger to pro 
fits and productisiis 

1 he negotiating process would have to be 
all inclusive I he MOU should not turn out 
to be the prerogative of the administratisc 
ministry and the enterprise but should 
become an instrument tor the turn-around 
by providing for the coming together of the 
suppliers, foreign collaborators, directors, 
consumers, financiers, etc, in the common 
cause of performance improvements in the 
enterprises under discussion 

The MOU as an insirument ot improv 


ing the SLPE performance should have 
stress on improving the autonomy, on the 
one hand, and accountability, on the other, 
ol these enterprises It needs to be 
understood in very clear-cut terms that the 
autonomy they could secure through this in 
strument would be more in the nature ol 
operational autonomy and not strategic one 
However, to decide as to the extent of 
strategic operational autonomy mix, the 
SI PI s need to be divided between com 
peiilive and non-competitive enterprises If 
these enterprises arc in core sectors, the per 
lormancc improvement would come through 
the liberalisation ot operational autonomy 
In the case of enterprises in the competitive 
sectors, the performance improvement 
would have to come through the liberalisa 
tion of the strategic autonomy In fact, 
carrying this argument to its logical conclu 
Sion one could strongly assert that there is 
no need to control the enterpiises m the 
competitive sectors Such enterprises could 
be distanced from the state government and 
lor their survival they should make pro 
active or reactive decisions as warranted by 
the market forces 

Finally, the MOU to give desired results 
would have to have a strong edifice present 
in the form ol well formulated coiporate 
plans supported bv detailed action plans 
I he corporate plans and the action plans 
should express in detail the environment, 
strengths and weaknesses, and strategies 
This IS important because of very shoit 
tenures ot their chief executives In tact, 
action plans could succeed as long as thev 
take off from the comprehensive coiporate 
plans and form a part ot a well drawn out 
MOU, suppoited in letter and spun by the 
state government It is worth cautioning here 
that all efforts should be made to avoid the 
features responsible lor the lack ol en 
thusiasm faced in the implementation ot the 
MOU signed by the C PI s which have been 
chaiacterised by too maiiv piovisions per 
laming to review This possibly could be 
eliminated bv bringing into the picture the 
various administrative ministries and 
authorities who could exhort then impact 
on the attainment ot goals by these 
enterprises 

ORCiXNISMIONM iKXXtIVVOKk 

li IS a moot point to consider as to what 
sort of institutional structua should be 
created lo oversee the implementation ol the 
MOU and its review in the case ol the 
SI PI s We are ol the vic*w that one ol the 
leasons responsible for the lacklustre per 
lormancc of the MOU in the CPIs at least 
III terms ol us philosophv, has been the in 
apprcipnaie oiganisational framework In 
the case of the C PFs the High Power Com 
mittee at the top is assisted bv the intei 
ministry Standing Commiiic*c and ad hoi 
task force in ccncepiualismg, okaying and 
reviewing the MOU 1 he MOU monitoring 
cell in the department ol PI s is responsible 
lor the operationalisation ot the MOU It 


IS a nodal point in the department of PEs 
constituted for co-ordinating activities 
relating to the design, drafting, finalisation, 
monitoring and evaluation of the MOU The 
cell acts as the secretarial to the High PDwei 
C omiiiitiee and services the ad hoc task 
force i he High Power Committee i$ chaired 
by the cabinet secretary and it consists of 
those sccreiatic's who do not sign MOU 
ihcmscises It has been set up to evaluate the 
performance ol <. PLs and their concerned 
depaitmenl m fair, objective and unbiased 
manner The Inter Ministry Standing Com¬ 
mittee has been set up under the chairman¬ 
ship of the secretary, department ot public 
enterprises I his committee monitors and 
evaluates the MOU at the first stage lor the 
consideration ol the High Power Commit¬ 
tee and mamiains a continuous link bctvwen 
these ministries 

The review ol the organisational frame- 
woi k lor the MOl I at the centre would clear- 
Iv point out that an txicnvive body of in 
stitiitiunv hav been created without putting 
the real ncrvi centre mio it Any syviem at 
pi-riormaticc cvaiudlion must be based on 
proper intoimalion flow propet perior 
mamc evaluation icihniquc and suitable 
pii forinance incentive plans I or the MOU 
to opciaie as an elfe live peiformaiice 
evaluation sv>ietn ihc powers that mattci in 
coiiidoiv ot ihc governme.it must he 
biought lino ihc process ol negotiation with 
Ihc PI s This IS because the MOU as a per 
lormancc evaluation system is different from 
the iclurn on investment technique which is 
pnmatilv static as e>ppose-d lo the MOU 
which acts as signalling instrumeni giving 
enough oppoitiimtv lo ihc negotiating par 
ties lo stop the bitth ol loiecs leading to per 
lotmancc dctcrioraiion 

If IS there lore m the Illness ut things tc 
suggest a lout Her oigamsation toi the for 
mulation and implcmentaiion of the MOU 
in the case ol SI PI s In this scheme ol 
things at ihe top would be the Performance 
L valuation ( ouncil(Pl( ) seiviced by PE 
Manageme-ni Hoard Rutcau of Public 
I niciprise which, in turn, would be advised 
by the pt-rlormance evaluation task force 
Opcraiionalisalion of ihe MOUs could be 
left to an mdcpcndcnt/autemomous body 
PI C would be Ihc apex performance evalua- 
iioii organisaium li should be inchaige of 
Ihe deliberations and resolution of matters 
related to the performance o( the SL PEs It 
could comprise the minister ot industries, 
minister ot finance, and the other ministries 
inchaigcol ihe corresponding SLPEs This 
council should tormulalc the general 
giiidclinc-s lur Ihe draft preparation of the 
MOU, co-ordinate Ihe budget preparation 
ol the SI PE s and evaluate the managerial 
pcriormante of these enterpiises This coun¬ 
cil should formulate the performance 
c*valuaiinn ciitcria, compute target vanance; 
decide the incentive bonus rates for the 
SI PLs as a function ol performance evalua¬ 
tion results and may suggest the dismissal 
of PF chiefs lor poor management The PE 
management boaid/BPF should work as a 
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WcreuviH w IRC rc». win icpori oireciiy id 
its chairman on the preparatory work and 
follow up action of the PEC. such as selec¬ 
tion of the performance evaluation task 
(prct members and assignment of specific 
jobs to each task force member should be 
handled by this body. This organisation 
should liaise with the ministries handling the 
SLPEs. 

The performance evaluation task force 
should render preparational and technical 
help connected with the performance evalua¬ 
tion system. The major assignment of this 
body should be drawing up the performance 
evaluation manual and management guide¬ 
lines and the evaluation of the management 
performance according to the evaluation 
criteria of the manual. This task force 
should draw 75 per cent of the members in 
the respective states from its pool of 
management experts, accountants, legal ex¬ 
perts, retired civil servants and polic 7 
analysts. The remaining 25 per cent of the 
members should be' drawn from these 
categories from other states of the country. 

To operationalise the MOU, the respon¬ 
sibility for installing the operating systems 
including charting out the information flow 
and providing information could be en¬ 
trust^ to autonomous agencies such as the 
Institute of Public Enterprise. Such an in¬ 
stitute would work as a public enterprise 
research unit responsible for developing the 
appropriate performance evaluation system, 
obtaining relevant information, processing 
it for the requisite analysis and advise the 
PE management board and the task force 
on various issues concerning performance 
evaluation. To make thingsiwork effectively 
and to add elements of transparency, it 
would be advisable that in each stale an 
enactment is passed on the performance 
evaluation system for the Sl.PEs therein 
This would help the citizens know what is 
happening in their enterprises and would 
keep these enterprises under the self-imposed 
pressure to perform and thereby help them 
in ironing out forces corroding then 
autonomy. 

MOU EVALUAItON CRlIUtlA 

The SLPEs .scene is vastly ditlereni Iroiii 
the CPEs and if this fact is not understood 
well, one would be only mistaking the trees 
for woods. The division of efficiency in¬ 
dicators such as static and dynamic would 
be of little avail. The combined balance sheet 
and profit and loss account of the Sl.PLs 
available with the Institute of Public Enter¬ 
prise shows that for R$ 30,000 crore capital 
employed, the goods and services sold 
amounted to a bare R$ 12,000 crore in 
1986-87. The materials cost exceeded 50 per 
cent of the total cost. The selling and ad¬ 
ministrative costs amounted to 30 per cent 
of the total /cost. The project management 
was in'doldrums. The capital works in pro¬ 
gress were more than Rs 10,000 crore. Prac¬ 
tically, no attempt was made by these enter- 


pnm to create new business, diversify their 
activities or multiply the present activities. 
In such a scenario the evaluation criteria for 
the SLPEs would include parameters such 
as the increase in business, reduction in 
costs, reduction/siabilisation of assets, in¬ 
crease in man-hours of work, higher capaci¬ 
ty utilisation, optimisation of the cost of 
capital improvement in the production 
technology, improvement of quality control, 
export of goods, import substitution, quality 
of project management, mobilisation of in- 
lernal resources, reduction in the budgetary 
outlays from the state, introduction of 
workers’ joint management/workers’ par¬ 
ticipation 111 managenient at the board Ila'cI. 
industrial safety, reduction in the rate of 
turnover and workers awards bagged by the 
employees etc I he five-point scale adopted 
by the CPHs could hold good in the case of 
SLPEs too 1 he critci ion values or rules that 
distinguish vaiious pei loimance could dif¬ 
fer from enteipiisc to enterprise keeping in 
view then nature 

The MOU III the case of SLPEs must be 
a value added eveicise in that they would be 
entering the fray only after a reasonabfe 
experience gamed by the CPEs. A sugges¬ 
tion worth considering here could be 
whether the period fur which the MOU is 


negotiated may be moK than one year or 
not. The MOU should be part of the long¬ 
term performance evaluation exercise cover¬ 
ing a period of five years. Such an arrange¬ 
ment would give a reasonable time for the 
fair trial of the MOU as an innovative con¬ 
cept. It would give an opportunity to the 
PEC and the associated institutions to 
suitably alter the conditions and correct their 
mistakes The .SI PEs would equally benefit 
by the longer span as they would have 
adequate lime to overcome the lapses and 
reverses. The fate of .some MOUs in CPEs 
in the name ot externalities would not get 
repeated in the case of the SLPEs. If the 
duration of the MOU could be five years, 
then the pluses and minuses on the score of 
externalities would possibly gel neutralised 
between one period and another. 

To sum up, the SLPEs have attracted 
sharp criticism from different quarters on 
accouni of their sub-optimal performance; 
The MOU as a performance evaluation 
system raises new hopes of improving their 
pcriormance levels. While the introduction 
of (he MOU would give a shot in (he arm 
ot these enterprises, due care should be ex¬ 
ercised in Its introduction and application 
in view of the special features such enter¬ 
prises possess. 
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Understanding Labour-Management Relations 

Case of Siemens 

Fla<ihu lyrr 

A large corporation has been aescribed as a state within a state Within the organisation state ter tain produc¬ 
tion processes give rise to definite relations of production With thanges in the production protcsses, the relations 
of production must also i hange. However, m hile thanges in piodut turn piot esses are haibingers of organisational 
change, the relationships are leinfoners oj siatiis quo Ihis is the ke\ to understanding inodein das industrial 
relations issues 

This article reviews and analyses the labour struggles in Siemens and the nianageinerit's rest onse to them and 
Its perspective on industrial lelations 


I 

In the end personnel men, like everyone else 
in the lechnostrULture are powerless in the 
face of the inevitabilities ot the organisation 
Consequentlv manipulative methods enter 
into almost all aspesis ol personnel work in 
the giant corporation I his is ihc second 
feature that distinguishes personnel work in 
the mature corporation and it is a diflercncc 
ot kind not ol degiec—(irahain Bannock 
in The Juggernauts 

—The Age of the Big Corporation 

THE workings ol large modern corporations 
have from time to time agitated the minds 
of economists and writers ever since thev 
came on to the social scene as om ot the 
indelible features ol modern socictv W hilc 
earlier cuncerns/centiod around the emer 
gence of latgc coiporations rnd Ihc cliang 
ing concepts ol private propeits litei con 
cerns centred around ethical c|iiesiions 
relating to monopolise oligaicliics i/s ,i ws 
latsseiJatre, the tclationship ol modern 
technology to large scale prciduciioti and 
issues like adsertisirig ethics and the lole ol 
large corpoi at ions I atei still theconcc’'ns 
shifted to the deleterious ellecls ot laige 
corporations on the individuahts ol man 
and their emotional scxial and psychological 
impact on those who worked in the coi| o 
rations the ‘organisational man Mote ic 
.cut concerns have ceiiited around the lole 
of large corpoiations on vital social issues 
such as consumerism and en\ iroiimtnl Vers 
litlle has been said on the lunctioning ol 
large corporations and then tamilications 
for the wider labour movement and work 
ing class consciousness Discussions on in- 
dustnal relations speak of the management 
and union as though management is one 
homogeneous entity—akin to the employer 
of yesteryears—in fact ‘management’ and 
'employer' are often used as interchangeable 
terms Interestingly when speaking of the 
union however, a definite differentiation is 
made between workers and leaders This is 
largely due to the myth of the ‘corpoiate per¬ 
son’ or the corporate body as a juristic ‘per¬ 
son—akin to the natural ‘person’ This myth 
IS the foundation of modern property rela¬ 
tions and therefore, social relations Ji^st as 
It becomes necessary for owners of capital 


to lilt the 'corporaic veil’ from time to time 
It becomes necessary for labour to do so lor 
csvmprchending the inner nuances and cvolv 
mg Its own responses and strategies Wheieas 
the owners of capital have evolved well delm 
ed principles and codes tor lifting the ‘cor 
porate veil’ in ceriain circumstances -like 
inismanagemeiii, oppression of minorities, 
etc, all of which ate manilcst in the develop 
ment of corporate law—labour has done 
veiY little in this area in relation to industiial 
relations and union management conflicts 

This IS so, because the ideological tounda 
lions of modern laboui movements was 
principally inthicnccd by Marxism I aicr 
day Marxists tended to treat the ‘capitalist 
class' as a conglomeration ol indisidual 
capitalists even though the individualist 
capitalist had long vanished and his place 
had been taken bv the corporaic capitalist 
(I e, the organisation ol capital) Though 
Marx himscit saw the logical development 
of coinmodiiv production and competition 
resulting in a system ot production wherein 
the (Tganisaiion of capital confronts the 
woikcrs as independent ol their labour, the 
manageis and < apitalists as independent ol 
capital and all parties involved in ihc pro 
duction sssitm as a lorcc indcpende’i' ol 
ihcmsclves (see Marx in Capiial, Vol 

The emergence ol the large coiporaiion 
tcstilics to this alienation, i c, the emctgcni.c 
ol the social oiganisalion oi capital as a 
lorcc independent ol any ol its cv)niix>ncnts 
The ramiticalions of this for laboui mosc 
ments has however not been studied or cum 
prehended fuliv due to the stagnation in the 
development ot Marxist theory iisell in latci 
vears Braseiman and utheis laid ihc loun 
dalion tor tindersianding this prexess with 
their studies on work pin ess, but ihcir im 
plications lor working class movement has 
remained unvxploicil 

li 

lo the qiiinicsscniial corporaic 
biircauciat, two phiascs are axiomatic 
truths one is ‘Ihis 1.(01 is noO manage 
mcm liccision’ Ihe other is ‘This is (01 is 
not) the company’s culture’ Corporations to¬ 
day arc noi meicly ‘juristic persons' in the 
legalistic sensi, but have a functional dyna 


mics that has a momentum ot its own irrM- 
pcciive of the subjective will of the in¬ 
dividuals who run the corporations In¬ 
dividuals in corporations repeatedly find 
themselves leactmg to a set of situations 
lather than being in control of them-or in 
other words ‘managing them’ This self- 
reinlorcmg nature ol the corporation pre¬ 
sents Itself lo individual managers as an 
abstraction independent of themselves, 1 e, 
as ‘management’ decision as against the 
‘manager’s decision’ In the self r)’geneiatmg 
aspects of the corporation’s functioning, il 
presents itsell as 'the company's culture' 
as against a rational policy laid down by 
managers 

“Nkhilc a small company can bend the 
organisation so as to gel the most out of the 
individuals, so does the mature corporation 
bend its individuals to get the most out of 
■Is Organisation" ((traham Bannock, The 
Itiggernauls—ihc \gc ol the Big Corpora¬ 
tion) Ihis process of bending individuals 
may not alwass be a smooth one Often, like 
anv m.illunctioning m the anatomy of a cor- 
poiaiion. It triggers olf shock waves that run 
iighi iluough the corporation The workers 
who aic at the bottom tungs are at the 
leceiving end of the shock wave and act as 
the earthing (or ihe organisation-trans- 
mitiing the shock waves—often burning 
ihcinsclvcs up 111 the prixess This manifests 
iiscll as conflicts between workers and of- 
ticers or workers and workers—1 e, as an in¬ 
dustrial relations ciisis having wider social 
tamilications Ixxvking at industrial relations 
problems only Irom the limited angle of 
woikcrs and iheir limited demands relating 
to wage seivicc conditions, union rect^m- 
iioti, etc, without taking into account the 
coiporations' internal dynamics and dea- 
sioii making prcxesscs, leaves large grey 
areas in our understanding of industrial reia- 
lions and conflicts I he understanding of the 
miernal dynamics of organisational func- 
Honing and decision making is not always 
easy ‘ I he large modern corpioratton is so 
impersonal, so tightly organised, Ihe infor¬ 
mation that emerges fft.m it so carefully pro¬ 
cessed that these human problems hardly 
ever break through the glossy exterior sur 
face oi corporation harmony and elficien- 
cy*’( Bannock in The Juggernauts) 
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This article attempts to trace the internal 
decision-making processes and forces at 
work leading to the present conflicts in 
labour management relations in Siemens. 
The company’s lock-out affecting S34 of its 
3,000 employees has prompted some serious 
questions. Is the lock-out becau.se the 
workers have demands relating to wages, 
conditions of service, union rights? The 
answer is ‘no’. When the crisis began in ,1990 
the company and the union had concluded 
a satisfactory settlement which was renewa¬ 
ble only by mid-1991. There were no major 
demands that were pending. Had there been 
go-slow or work-to-rule violence or in¬ 
discipline? And again the answer is ‘no’. 

The year 1989 was one of the most pro¬ 
ductive years. Production for year ended 
September 1990 was excellent and targets 
were completed on time, is the company 
reorganising itself and using the iock-out as 
a cover for rationalisation? Again the answer 
is ‘no’. The company has completed one 
round of rationalisation and is well-poised 
for an expansionary phase of growth. Have 
there been union rivalries? Again the answer 
is * 00 ’. The workers after a prolonged period 
of internecine conflicts had managed to 
unify their ranks, rally under one union, 
keeping all outside leaders away. Workers 
had also thrown up a capable leadership 
amongst the workers who had actually 
shown considerable adeptness in handling 
wage negotiations and industrial relations. 
From 1987 to 1989 the union-management 
relations appeared to be at its best baning 
what apparently were a few irritants. In 
March, 1990 Siemens might have been a tex¬ 
tbook case of ideal industrial relations 
What then happened? For an answei it is 
necessary to ’lift the corporate veil’ vh-a-m 
the company’s dealings with laboui and 
trace the inner dynamics and the organisa¬ 
tional imperatives that has led to this pre¬ 
sent impasse, for apparently no reason. 

A combination of three factors have eoiv 
tributed to the present crisis and as will be 
seen, none of them had anything to do with 
the immediate demands of workers in the 
normal sense of the term. Firstly, and most 
importantly, the democratisation of the 
trade union and the response of the com¬ 
pany to it. Secondly, expansion of the com¬ 
pany, technological changes and reorgani¬ 
sation of the company had consequent 
changes in power structures within the com¬ 
pany. Thirdly generational changes among 
the workers and managers. These three lac- 
lors seriously affected the concrete history 
of industrial relations in the company. It is 
therefore, necessary to look at the interplay 
of these three factors in the context of the 
history of industrial relations in the com¬ 
pany prior to 1989. 

The company started manufacturing 
operations as a small private limited com¬ 
pany in 1957, with a few hundred workers 


at Mahalaxmi in Bombay. The first phase 
of expansion came around 1965. By then the 
company had set up a plant at Worli. The 
next phase of expansion came around t970s 
when the company shifted its major opera¬ 
tions to Kaiwa. After the 1980$ round of ex¬ 
pansion the company is now poised for fur¬ 
ther growth into newer areas. Presently the 
Worli plant employs approximately 200 
workers, the Katwa plant approximately 
2,600 workers and the Nasik plant approxi¬ 
mately 300 workers. 

The history of industrial relations in the 
company may be divided broadly into five 
periods—the period from 1950 to l%5. 1965 
to 1972, 1972 to 1979,1980 to 1987 and 1987 
to the present. However, through the period 
Irom 1965 to 1987 two common thrgids ran 
through the fabric of industrial relations 
One was the control over the workers through 
the creation of a well entrenched trade union 
bureaucracy; the second, that the company 
had never dealt with a union having the sup¬ 
port ol majority of the workers. Both these 
threads had become part of company’s culture 
and breaking these threads involved cata¬ 
clysmic changes m the establishment Both 
these threads sapped only after 1987. Objci 
lively the siiuation called lor the creation ol 
a new tradition and culture on the pan ol the 
company. This the company could not do. as 
Its own culture had now become a letter 

r-ARlV UNtONtSMION 

Control over the union has meant lot the 
company the creation of a well-entrenched 
trade union bureaucracy which will be in a 
position to ‘run the show' i c, control workers. 
This It has done by adopting various slogans 
at various pha.ses. In 1959, the workers join¬ 
ed their first trade union, namely, the 
Fngineermg and General Employees Union, 
which was a general trade union whose 
organisational aflairs transcended the com¬ 
pany and Its workers and over which the com¬ 
pany could not hope to have any control or 
inlluencr The company therefore raised the 
bogey that general trade unions-were all 
political unions, whose leadership was in¬ 
terested not in the welfare of workers but their 
own political and collateral purposes 

Ostensibly for these rea.sons the company 
lefuscd to deal wtth the union. The union ap¬ 
proached the industrial tribunals lor the 
resolution of their demands. Those were the 
days when numerous tripartite forums were set 
up at the national level to promote industrial 
iclations and unions were optimistic about 
them. An award of an industrial tribunal is 
operative for one year. This fact appears to 
have weighed w ith the company when it daid- 
ed to sign a settlement with the union lor a 
period of five years. The five-year settlement 
caused great dissatisfaction amongst the 
workers and the unioo- The workers then ap¬ 
proached a trade union leader affiliated to 
CITU, who formed the Siemens Workers 
Union in the year 1964 with himself as general 


secretary. This was an internal union, Ttie 
workers believed that now the management 
would recognise the union. The company, 
however, refused to recognise the union. 
becau.se upparently, the company’s perception 
of the ou'side CITU leader was that he was 
somewhat of a maverick and would not be 
amenable to cooptation. The wm-kers wem on 
a 45-day strike in which the issue of recogni¬ 
tion featured prominently. The strike was 
resolved after certain officers of the company 
took the initiative to promote a group of 
workers to break the strike. The officers wim 
organised the strike-breaking had foresight 
enough to realise that breaking the strike was 
one thing, but leaving a vacuum in the trade 
union organisation was only likely to create 
continued disturbances. Simultaneously with 
breaking the strike the company arrived at an 
understanding with the CITU leader that a 
more ‘responsible’ person could be co-opted 
onto the internal union. Accordingly another 
CFI leadei was co-opted as president ol the 
iiiiiim and the union was promptly recogrused. 

It would, however, be a misnomer to .say 
iliai the company recogntsed the union as 
such the company had in lact only recognis¬ 
ed the president of the union. He alone mat- 
leied in the union, as far as the company was 
concerned. It was the president who icxik deci¬ 
sions and sold the decisions to the workers. 
In order to do that it was necessary that the 
union build up a hicmirchy of officials and ac- 
iivisis who were loyal to the president—and 
this IS a singular attribute of all bureaucracies. 
■A ihree-iiered hierarchy ewerged in the union. 
At I he lop was the president and the general 
sevretao'; then a group of committee members 
who were totally loyal to the president and 
general secretary but were them.selves not in 
a position to seriously challenge or threaten 
the position of the president and general 
sc'crelan At the bottom a small group of 
workers in ditlereni shops and plants who 
owed personal allegiance to the committee 
members loi some reason or the other such 
as being obligated to them for getting their 
grade sancxioned or fixing a relative in empkry- 
meni or because they came from the same 
village and so on. This three-tiered structure 
controlled the rest ol the workers. There was 
no internal democracy in the functioning of 
the union. Ifie statutory general body meet¬ 
ings were held on holidays outside the com¬ 
pany where attendance was thin, normally 
around 15-20 per cent of the membership and 
voting was by a show of hands. Dissent was 
outmanoeuvred cither by shuttmg out the pro¬ 
blem or adopting dilatory tactics as again is 
typical of bureaucrats. 

If the union emerged as a well-structured 
bureaucracy the management wax also a well- 
structured bureaucracy. The only persons who 
mattered as far as labour was concerned were 
the managing director and the chief person¬ 
nel manager who corresponded to the presi¬ 
dent and general secretary of the union. The 
line managers, the production personnel even 
the works personnel management had little or 
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noiasrinthepenonndpolKies Thecorporate 
bunaucncy and the trade union bureaucracy 
dovetailed perfectly from 1964 onwards and 
could Hnally be dislodged only in 1987—at 
great cost to the sompany and the workers 

NlW WORklOKCl 

All bureaucraaes give rise to demoiraiM. 
aspirations pf people The workers ol Siemens 
were no exception to this Dissent and dis 
satisfaction with the union leadership began 
to grow What gave this dissatisfaction a shape 
and form was directly ralated to what was hap 
pening to the company itself Around the lai 
ter halt of the 1960s and the early 1970s the 
company expanded rapidly This meant an in 
duction of a large number of new workers As 
the expansion introduced new and moa 
sophisticated technology than had existed 
before, the new workforce was both highly 
skilled, educated and young Most of the 
recruits were from the company's training 
centre which had been set up around the 
mid-1960s With the expansion also came a 
band of young engineers straight out of 
engineering colleges Both these sets of new 
recruits were at odds with their organisation— 
the workers with their union and the engineers 
with the company These changes called lor 
commensurate changes in management 
methods and policies The company, howcvei 
only reacted by rcinfoicmg status quo I his 
status quo was in conflict with the new 
objective needs of the company created due 
to growth 

The result was a serious industrial relation 
crisis the expansion also resulted in thi break 
down of old job classiticatum and gradation 
arrangements Hr. challenges to the union 
leadership and the company therefore came 
by way of a number of disputes relating to 
grades and classifications in the eaily 1970s 
However, neither the leaders ol the company 
nor the union took note ol the changes that 
had come ovci the company and what it 
meant in terms ol industrial relations Since 
the disputes centred around grades and class! 
fication. the immediate icpresciiiative ol the 
management on the shopfloor was the engi 
neer who had to first of all tavkic the problem 
and he had no say in any ol the matter with 
the personnel management for example, dur 
mg that peiiod, workers would come up with 
uptcen ways of outwitting the engineci One 
common method was to work exactly accor 
ding to the drawings handed over bv the 
engineers Fverybody knows that this is hardly 
possible because the drawings do not incor 
porate every possible option available at the 
yhopfloor for achieveing the end results lo 
cope with this action ol the workers the 
engineers would make alterations in designs 
again and again with no result The idea was 
not to exercise judgment and discretion as 
those factors were not given weightagc in the 
point rating for classification After wme 
pressure was thus built up they would ever 
CISC their judgement and discretion, ccmiplete 


the job and confront the engineer with the 
issue of their grades Often the engineers fell 
convinced that the jobs really needed to be 
upgraded They would plead with the person 
nel department on bchall ol the woikers 
Howevci, they had no say in such matters 
Such disputes broke out mote particulaiiy in 
departments like maintenance, tool rooms, 
R and D machine shops A number of bnl 
ham cnginc-crs kit ihg company during this 
lime as they lound themselves stifled and saw 
no future lor themselves there Those who 
stayed on became resigned lo their voice 
Ic’ssness and thus the organisation bent them 
to Its need 

The workeis took up thnr grievances with 
the leaders 1 he personnel managers seldom 
dealt with the woikers directly sans their 
leaders To lop officials ol the company and 
the union these issues were trivialities They 
would sit across and deal with them perfunc 
lorily without consulting the workeis or the 
concerned engineers The workers would be 
dismayed Thus the first conflicts that arose 
saw the company and the union leaders ar 
raigiied on one side and the yvorkers on the 
other All this lead to a mistrust of outside 
trade union leaders among the workers 
Hiswevei tor this mistrust to translate into ac 
tion required some degree ol sell confidence 
with subsequent happenings developed in the 
workcTs Along with the mistiust the idea that 
the union was a workers' organisation and that 
workers must have a direct say in its affairs 
also emerged 

l\ 

The next maior dispute related to bonus set 
liements According to the payment of Bonus 
Act, bonus IS payable annually according to 
the alIcKabIr surplus tor that year to be 
calculated accordmg to the formula provided 
in the aci The company was in an expan 
sionary and high growth phase from 1971 to 
1971, tescMvcs and surplus almost trebled, debts 
reduced bv neailv half, and turnover nearly 
doubled (Annual Reports 1971 to 1971 and 
union handbills) 

The union, however, in 1970 signed a bemus 
settlement for three veais agreeing to a bonus 
ol 6 per cent for the lirst year, 7 pci cent lor 
the next year, 9 per cent for the thud year All 
around several smaller companies were pay 
mg better bonuses The company was piospcT 
mg and ai the end ol three years barely a dnb 
hit ol It fell to the workers' share Unlike the 
grades and classifications disputes which was 
confined onlv to ccnain wxlions, albeit im 
portant st'ciions, of the establishment, the 
bemus disputes umcerned all the workers The 
issue soon became the focus ol a revoli ll is 
reported that wher confronted by the workers 
at a gate meeting on the bonus issue; the prcsi 
dent ol the union said "Wc are but wOrkeis— 
wc only know lo break stones and fetch 
mater—what do we know ol such things as 
ba'ance sheets and bonus calculations” (from 
a handbill ol October 1972) The leaders svere 


ciaulv out of step with the tiansfommtion tak¬ 
ing place within the workforce. As stated 
earlier, the new workforce was young and 
educated Some among them sal down with 
the balance sheets and the bonus formula as 
per the Payment of Bonus Act and actually 
cakulatcd the allocable surplus and piiUnh- 
ed a handbill showing how the allocable 
surplus available for bonus was 30 |3er cent 

The union and the company then revised 
the settlement and paid 24 S per cent bemus 
for the year 1972 73 ol which 6 5 per cent was 
treated as arrears for previous year [Siemens 
Komgar August 1980) 

All bureaucracies believe that once in- 
vested with power people do not matter and 
stumble from crisis lo crisis until they are 
fmalls swept away by forces they cannot 
comprehend The aspirations of the workers 
or their anxieties did not weigh with the 
union leadership at the time of the revised 
bonus sciilcmeni Company officials and the 
union leadership both viewed the bonus 
issue as merely a clamour for more money— 
w hicli ll paid would quieten the workers On 
the contrary, exactls the opposite happen¬ 
ed 1 he workeis were now even n ore deter 
mined than before that they should have a 
union over which they had total control 
Henceforth with each struggle the demo 
crane consiousncsy deepened until by 1987 
It had come to reside within their con- 
ciousness as an indelible pan of their being 

In 1971 the workers formed a new union 
called the Siemens Lmplosees Union This 
was an inteinal trade union without any 
outside leadership The workers in their 
simplistic notion ol democracy believed that 
numbers alone mattered II a majority ol the 
workers supported the new union then the 
company would have to recognise them at 
sonic lyomt of time I his was the under 
aanding What they did not reckon with was 
that when trade unions become infused into 
the company's power structure and become 
part ol the power structure they do not simp 
Iv dissov le, pack up and go home Managers 
loo cannot just abandon leaders who have 
bevome enmeshed in ihcir organisational 
siiuctures forihai would amount to amputa¬ 
tion of a small pan of their organisation 
iisell It in I96S the company's managers 
held out internal unions as a panacea for in 
dusirtal strife, in 1971 when the union was 
completely internal without even notional 
outsiders the same managers made a vomer 
vault and considered the new union as being 
‘IIresponsible mob rule' and 'hat was a 
familiar old refrun against democracy 

from 1971 onwards until 1987 the com¬ 
pany dealt only with a minority union This 
lact has important bearings on the present 
It created deliniie managerial attitudes to 
labour and trade unions Militant elements 
from the new union were dismissed The 
technique adopted tor dealing with the rest 
was to Ignore them totally Certain methods 
evolved during this period came to be 
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perfected in the following years. The most 
itnponant one was not to resolve any pro- 
Um however small if the workers came 
through the new union All problems big or 
small were; as a matter of fact, resolved only 
if they came through the old union This 
i policy IS akin to sanctions imposed against 
nations. People get weary and finally lose 
spirit. But the point about sanctions is that 
the trauma remains for a long time lo come 
The Siemens Employees Union petered 
out. The imposition of political emergency 
and the general environment then pres ailing 
only hastened the process The experience 
however remained with the workers foi el 
fective implementation of the policy ot sane 
lions It had become necessary to deal with 
shop level committee members of the old 
umon who were workers in the laciory This 
led to the strengthening of the buicaucracs 
But It also led to building up of certain 
workers loyal to the outside Icadcis as 
'leaders’ in the eyes ot the workers which had 
not existed earlier Ot that latci I he 
Strengthening of the workcT level leaders m 
the old union led to a close nexus and sense 
of solidarity between them and the managers 
and officers Through the turbulent petiod 
of lyhat IS commonly retciied to as the ‘W7k 
struggle’ and the ‘1981 struggle', these lela 
tionships consolidated, matured and gic'w lo 
a point where severing them was impossible 
In 1987 workers tinallv managed tooiisi the 
old leadership and brought in new leaders 
but the structures and relationships built 
over the years from 1973 to 1987 could nm 
be dislodged As is common with all organi 
sations changes at the top do not bnne 
change down the line, they onlv create con 
vulsions and confusions Ihis is one ot ihc 
reasons tor the present impasse 
The production managers oi other 
managers at other level had little oi no sa\ 
in evolving this policy ot dealing with the 
internal union nor is there any evidence to 
suggest that they attempted to do so 
Ibwards the beginning ol I97S the workeis 
began to feel the hopelessness ot the situa 
tion and pressure began to mount lui bring 
mg in some outside leader who was strong 
or influential However no consensus could 
emerge any particular outside leader Some 
efforts were made by a section of the workeis 
to bring in the Bharatiya kamgar Sena as 
it had a militant image then (various hand 
bills of the Association ot Engineering 
Workers) However it was not a whole 
hearted effort There were also small fliria 
tipns with smaller ( ongress leaders One 
thing the workers were cleat ihev did not 
want any ‘leftist’ teadcis But before 
anything further could happen the national 
emergency was declared in the country and 
all trade union simply withdrew trom any 
confrontation or struggle ol any son 
The last wages settlement had been sign 
ed in May 1972 and was to esnire by 
September 1974 Over a hundred odd meet 
mgs took place between umon leadeis and 


manners between September 1974 and 
November 1976 at the end of which a settle¬ 
ment was signed—during the emergency— 
that gave the workers an ad hoc increase of 
Rs 4S by way of house rent allowance at a 
time when the company had performed ex¬ 
ceedingly well (Handbills of dissident 
group, June 1977) Kvo reasons seem to have 
contributed to this One was the political 
situation that put unions on the retreat 
More important at the immediate level was 
the fact that the 1973 experience of a new 
union, being formed and its petering out, 
had given both the old union leadership and 
the management the confidence that they 
could together put down the workers and 
lurther, that the workers really did not mat¬ 
ter In addition there was the fact that over 
the vears no second line leadership had 
cmeiged in the company When during the 
emergency the chicl personnel managci was 
out ot operation being in detention loi 
political reasons, personnel matters in the 
company simply drifted rudderlevs 

f he Rs‘4^ settlement finally became the 
albatross aiound the company's neck Ihe 
olliccrs ot the I ompanv and Ihe union were 
ccitain that they had linally vanquished the 
woikers and scaled the coffin of revolt lor 
eood thus ihrougliout those at the helm 
ot at lairs ol the company and union kepi 
leading lo syniptoiiis and never delved into 
ilu causes ot ihc dissaiislaction The 
Ks 4S sciiicnicni howcvci became the <i/suv 
IhIIi tor whai came ti' be called ihc ‘78 
sIHIc'C’le 

\ 

llic lilting ol the cmcigciics evcivwheic 
III Ihc countiv and more pailiciilativ in the 
Beimbav icgioii unleashed lorccs ol pcimip 
angei lorciblv repressed during the enicigen 
cv The iradiiK'iial trade union leaderships 
ot whatever ideological and poliiical hue 
had compromised iiselt ihoioiighiv noi onlv 
with till political esiablishmctii but also the 
companies and managcmehis whctc ihcv 
represtnied workeis and buckled under ihc 
emergenev The employers and companies 
loo had made optimum use of the situation 
lo suppress workers Ihe lilting ol the 
cnieigencs ihcielore, brought about tuiida 
mental changes in Ihc peiceplioti ul ihc 
workers On the one hand there was a great 
need to confront iiiandgemetits in order to 
hall the trend ot falling wages or stagnaiion 
of the wages which had been brought about 
bv the emergency On Ihc other hand the 
pohtical- ideological—rule nl taw ivpc ot 
trade union Icadeisiiip had proved iiscll to 
be utterly helpless at tiu. lime ot the working 
classes’ dccpcsi hour ol ncxrd The seaich 
then shitted lo a non ideological, non |h>Ii 
ticdl colleciive bargaining wiih a militant 
leadership I he workcLs in Siemens who had 
111 any case been on the look out lor a strong 
ouiside leader before the emergency were 
pari of this general atmosphere - the seelh 


ing intensity was still latent then like the pio> 
verbwl calm before the storm. Dalla Samac: 
filled the vacant slot in Bomba’s new trade 
union vaccuffl. The situation then was that 
if Datia Samant had not existed the workers 
of Bombay would have had to create one. 
The Siemens workers very naturally became 
a part of this general wave—it would hardly 
be an exaggeration to say they were amongst 
those who had spearheaded the wave in 
Bombay (Business Standard, reports in 
March and April 1978). But they made one 
last ditch move to resolve the leadership 
crisis by some legal constitutional means. 

Soon after the emergency was lifted, a sec- 
iion of the workers belonging to the official¬ 
ly recognis^ union, the Siemens Workers 
Union, made a last effort to overthrow the 
outside leaders through internal union elec- 
itons Tor the first time union elections were 
called tor, where the post of the president 
was contested by the workei leaders them¬ 
selves This was unpiecedcmed in the union’s 
history These el forts however failed tor two 
important reasons the leaders who sought 
to out vole the president of the recognised 
umon, belonged essentially to the group of 
older workers- who were suspicious of the 
voting miliiaiiis who had spearheaded the 
iiidcpendent union si/, the Siemens Lmplo- 
sees’ LImon in 1972, and who were still 
icstive and agitated causing the grassroots 
pressures on the leadership of the union 
1 hese sections were therefore sought to be 
kepi aside With the most resolute opponents 
ol the established leadciship thus kept out, 
the opposition within the Siemens Workers’ 
Union emerged as an indecisive and vacil- 
laiing one The leadeis ol the established 
union lound ii casv to oiiiwil and out 
manoeuvre them in organivaiional techni- 
cdliiies 

These efloris having tailed, what remain- 
c*d was a lestivc worktone, a vaccum in trade 
union leadership and insensitive and belli- 
gereiii management Under the prevailing 
circumstances Datta Samant seemed the 
natural answer The workers who had spear¬ 
headed the 1972 agnation found no aker- 
nativc than to join (ht Samant wave—and 
thus by Ihc end of 1977, an overwhelming 
majority of the workers lound themselves 
in Ihc vortex of the Samant wave This time 
however. It was a desperate workforce, with 
no hopes for the lulurc, no faith whatsoever 
m the management, ready for a np-holds 
barred, do-or die fight The leadership of the 
company, laced with such a crisis respond¬ 
ed with an all out offensive against its most 
pioductive workforce Such an offensive 
however unless the established umon leader- 
hip was ready to abdicate its independence 
altogether and identify itself totally with the 
company—which it did hrom this point 
onwards the umon leaders and company oft 
ficials worked as one cohesive team against 
the majority ol its workforce Hitherto the 
CO operation and co-ordmalion was between 
two distinct organisations—now it was as 
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tlioa^ thm oisuliutkms h«d meti^ 
■du^uiated—the merger took place not 
jolt at the level of the top leaders of the com¬ 
pany and the union but down the ranks to 
the personnel officen and workers ofndals. 
lhars later, some of the offlcials of the com¬ 
pany would recall that the union officials 
would actively suggest ways and means of 
dealing with the workers and all steps were 
theirs undertaken jointly by them. 

The first salvo was fired by the company 
when in December 1977 on dubious charges 
of minor assault the company suspenued 
and chargesheeted the leading persons who 
had fallen out with the Siemens Workers’ 
Union leaders and had taken a lead in join¬ 
ing Datta Samant. Fiesh out of the emergen¬ 
cy atmosphere the company's officials had 
clearly miscalculated the latent anger of the 
workers. The prevailing impression amongst 
the union leaders as well as the company 
officials was that the Siemens workers were 
‘bouigeoified’ or ‘aristocrat ix’ and would 
never sustain a Samant type of struggle— 
ironically the Siemens workers along with 
others in Godrej, Premier and other in¬ 
dustries became the trend-setters of the 
Samant wave and were the centre of it. 

The suspension of key workers lead to a 
slowing down production, which in turn lead 
to indiscipline and neat riots on the shop 
floor between supporters ol the established 
union leadership and officeis on the one 
hand and the agitating maii'tnv ot the 
workers on the other The company declared 
a lockout in February I97g which was 
followed by a strike winch continued for 10 
months till Novembci, 1978 During this 
time violence hiokc out among workeis and 
two workers dic'd. One more died in a dis¬ 
pute relating to village politics, but both the 
union leaders and >hc company continued 
to regard that as a patt ot the company's 
labour unrest despite a scs-.ion court verdict 
to the contrary. Ovei KO woikcrs were dis¬ 
missed during the period. Above all the com¬ 
pany mobilised the adminisiraiive-twlite and 
government machinery and resorted to the 
selective use of the judiciary to pu.sh the 
workers against the wall. It also recruited 
nearly 350-400 workers, a number of them 
with known criminal backgrounds. While 
these recruitments helped in bolstering the 
moral of the loyal workers in the short run 
later it would lead to the problem of excess 
workers and add to the problem of unpro¬ 
ductive workforce. 

Foi the agitating workers, the young skill¬ 
ed workers, this was thetr first major con¬ 
frontation with the political-admimstrativc- 
police establishment outside the company. 
The company took the unprecedented step 
of dismis.sing 950 woikcrs which created 
history of sorts in trade union ciicles in the 
city and invited a sharp reaction from all 
major unions and organisations. The de¬ 
mand for a secret ballot as a means of dctei- 
mining the union's recognition was a key de¬ 
mand of the Siemens workers. At that time 


Sionens workers were at the forefront of the 
Bombay workers’ struggle to get the state 
government to make it statutory for unions 
to accept secret ballot as a means of deter¬ 
mining membership and recognition issues. 
The Maharashtra government, in fact intro¬ 
duced a bill in the assembly session at 
Nagpur in 1978, for making secret ballot a 
statutory means of determining membership 
issues. The bill subsequently lap.sed. In¬ 
dustrial relations between the company and 
its workers had transcended the parameters 
of industrial relations and had become class- 
struggle with wider ramifications on the 
struggles of workers outside the four walls 
of the company. An examination of the 
aspect however, is not within the scope of 
this paper. By the end of 1978, the company 
was in the vortex of a civil war with its 
workforce. 

TECHNOI CKiIC At. CH AN<il 

If the changes and expressions of 1964 
gave the company the character of a regular 
manufacturing and factory culture—neces¬ 
sitating the introduction of the rudiments of 
personnel management into the company— 
the 'xpansions of the 1970s were more far- 
reaching inasmuch as it changed the 
character and stature of the company. Above 
alt it brought about technological changes 
and changes in the work processes on a 
large-scale. The nature of clianges can be 
guaged from the changes in the product 
range—m 1971 the company produced (1) 
switchgear items including transformers and 
signalling lelays, (it) L and T and NT switch 
boards, (in) electrical motors/generators, 
and (iv) x-ray equipment (Annual Report 
1971). In 1981 the company produced; (i) 
switchgear items; (ii) elect iical motors/ 
generators; (lii) switch boards, control 
b»ards and miscellaneous -accessories; 
(iv) x-ray equipment; (v) dental \-ray units; 

(vi) measuring and control instruments; 

(vii) signalling relays—wave traps and high 
frequency compiling filters etc; (viii) rectifiers 
cubicles and miscellaneous equipment; (i\) 
variable speed AC/DC drive systems and 
motor control nxxJiiIcs; (x) AC/DC machines; 
(xi) cables and wires, (xii) transformers 
(Annual Report 1982) 

The nature and extent of this phase of ex¬ 
pansion can also be seen Irom tlic number 
of technical and financial collaboitttions 
agreements, during this period between 
Siemens AC and Siemens India, between 
1957 to 1976 there wcit- tour such agree¬ 
ments. In the scar I97t> however, there were 
at least six collaboration agreements with the 
German parent and almost all of them were 
for only technical collaborations There was 
thus at least one agreement each year. In 
1970 the company signed a collaboration 
agreement for dental units, in 1972 lor 
railway signalling equipment, in 1973 for 
railways signall.ng equipment and elcciru. 
axle counters, ir 1974 for motors switchgears 


and switch boaids, in 1975 for AC gytt> '^ 
chronous machines and DC machines in ' 
1976 for relay group block instrumentatkMt 
electrical point machine; etc During all tMi 
expansion labour was only one of the Gm> 
tors of production and this commodity was 
taken into account in all these expatwon— 
the consideration was purely the economic 
aspects of labour {Arm of an Octopta 
booklet by Research Unit of Politiad 
Economy). This economic factor of produC’ 
tioh, the commodity labour, however, is atio 
human and therefore responds and reacts to 
the situation it finds itself in. It would seem 
logical to expect that the role and functions 
of industrial relations as a science should be 
to identify the contradictions between labour 
as commodity and as a collection of human 
beings, and deal with them in anticipation 
of events and reactions or at least when the 
contradictions surface. Ybt, despite all the 
growth and development of industrial psy¬ 
chology, organisational behaviour and what 
have-you, industrial relations has remained 
a fire fighting exercise—which is undertaken 
at a point when crise.s threatens to engulf 
the entire organisation. 

All other aspects of production are plan¬ 
ned and future predictions and targets iden¬ 
tified. Thus there are estimations of profits, 
planning of production tairgets, financial 
forecasting and the futurological exercises 
undertaken in large organisations—but in 
relation to labour, only aspects like human- 
power is planned. The effect of the changes 
in the company or industrial relations is an 
aspect that is neither anticipated nor are any 
effective strategies worked out to pre-empt 
major disruptions. As a result a lag develops 
between production processes and relations. 
Thus in Siemens, in the early 70s, expansion 
plans were made, lands were acquired in 
Kalwa. technical collaboration agreements 
signed, etc The agreements between Siemens 
AG and Siemens at the lime of planning the 
Kalwa factory included a number of items 
of the smallest detail including lay-out of the 
factory and production schedules. 

Industrial relations was viewed as recruit¬ 
ment, placement training, etc, that recruit¬ 
ment on a big scale also brought in new peo¬ 
ple, with new aspirations and psyche; that 
they needed to be accomodated and assimi¬ 
lated in the company's organisational struc¬ 
ture which includes not merely the work¬ 
places but also the institutions and structuiei 
like the unions, personnel management, 
shop level worker-junior engineer relations, 
was never considered to have anything to do 
with industrial relations. Every work proceit 
IS not confined to the machines, the map- 
nmg ol machines and its lay out. It inciuda 
a definite set of relationships between peo¬ 
ple in the organisation inter se—when the 
work processes change these relationships 
must change— when the organisation stifles 
this change or shackles it, it leads to a 
crisis—leading to replacement of tlw reia- 
lionships tn confirmiiy with the changes in 
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the pnxluction processes 

The expansion of (Ik company, the indue 
tion of a new young and skilled workforce 
and trained technical personnel called for 
weaving new relationships and making (he 
growth and the transition as smooth as 
possible. The tone and tenor of industrial 
relations in the company was set by the 1964 
strike the breaking of the strike by terming 
a group of black legs was a primitive and 
feudal approach to industrial relations The 
subsequent bureaucratisation was more 
suitable for an unskilled under educated 
workforce ot the old 'school* of workers and 
the imperial industrial relations methods ol 
the company was also suitable fur the kind 
of technological level and woik piocesscs 
prevalent at that time but hardiv suitable for 
the changed circumstances But those at the 
helm of affairs in charge ol industrial rela 
tHMis were barely in a position to understand 
this, being themselves part ol the old feudal 
mould Fhc agrecmenls between Siemens 
AG and Siemens could provide tor the plan 
ning of personnel—establishment ot a list 
of skilled and unskilled labour and person 
nel for the manulacturc, etc- but could 
hardly recommend a puigc of the organisa 
tion as a necessar) condition lor sucecsstui 
expansion 

VI 

The old relationships that had been 
established over the years had now grown 
roots and consolidated lo a point wheic a 
violent, bitter war was inevitable—the new 
needs ot the organisation were sought to be 
put down by repression and brute force 

By the end df 1978 over 80 workers had 
been dismissed for involvement in riots and 
other offences, and hundreds ot otheis kept 
out, pending scrutiny by the company 7 he 
majority of the workers who returned to 
work, did so carrying with them a whole new 
experMnee and hardenend by the year long 
Strike and ItKk out \k'tth a sullen demoralis 
ed worklorcc, production levels refused to 
register any use even atiei the lilting ol the 
lock out by the end of 1978 Productivity ot 
workers which had been 70 7 per rent in 
1970 71 dipped to rock bottom level in 1978 
and rose to 44 7 per cent in 1979 80 1 he 
established recognised union demanded 
more and more privileges lor itscll as it 
had stood by the company in its hour ol 
need They pushed loi a policy ol discri 
minaiion amongst woikcis on the basis of 
union alfiliation Ihc olticcrs idcntilied 
more with the union due to the proloneed 
repression of the workers ihan with qius 
tions like improving ptoduciivity or morale 
of the workforce They continued lo active 
ly pursue a policy of discimiination I or e\ 
ample m 1978, gift coupons were distribiitc'd 
to the members of the Siemens Workers 
Union and denied to the others In 1979 ad 
hoc exgnlta amounts were paid to the 
workers on the basis of attendance in the 


year 1978-79 which automatically disquali¬ 
fied workers who had beoi on stnke/lockout 
in 1978 Above all workers who were not 
members of the Siemens Workers Union 
weie not granted any promotions, oi change 
of grades—even though in most cases they 
were better qualified for it—whereas workers 
who belonged to the union were given grades 
and promotions even though they were not 
suited lor it Scores of examples ot such 
discrimination could be given As a resuli 
the internal organisational stiuctures mam 
tamed through a process ol merits and 
reward system bioke down It was at this 
poini when the entire edifice broke down, 
and productivity remained consistently 
low to a point when it began to threaten 
profits - that the alarm bells began ringing 
at the highest echelons ol the company 
Besides due to liberal industrial policies m 
troduced during that time in the country, the 
company could no longer afford to be com 
placent about its monopoly market post 
tions Only then did revamping personnel 
polices and introducing organisational 
changes suited to its present phase ot growth 
assume importance Until now peisonnci 
management had been (he exclusive domain 
of Indian managers Ihe parent company 
seldom interfered Now, for the lust time the 
parent company intervened, appointed a 
Cierman works manager with widely enhanc 
cd powers to set things right 

Ihe new Oeiman works managei in 
troduced certain changes which had a 
dramatic impact on the entire organisation 
Fur example, one ol the first measures taken 
was to abolish separate cantc'ens lor Ocrmaii 
officers and workers and to sci up a com 
mon canteen foi all Such a measure was 
only symbolic, but in a situation where the 
morale of (he enure organisation both 
among officers and workers was at lock hot 
tom, even symbolic measures had an cicctri 
fying efiect Above all it conveyed the tc*cl 
mg that ihcic was a change Irom the old and 
this change was eagerly watched by all con 
cerned Ihc significance ol the passing of 
pci sonnet policies into new hands lay in (he 
lact lhai for Ihc first time the corpoiate 
philosophy ol the German company was m 
troduced m India The concept ol the 
'Siemens family* which had been studiously 
promoted in Ihe parent company since 1880s 
or thereabouts and developed to a point ot 
perfection came to be introduced for the first 
time m India Prioi to 1969, the company 
Itself was emerging out of its small manufac 
luring rule Its India operations had expand 
ed and grown, but, ‘the organisational 
psyche had nut grown correspondingly 
There was no concept of professional 
management Personnel management and 
industrial relations were <k// roc oriented by 
a political feudal hicrarehial approach It 
was the 1978 struggle which compelled the 
companv to sit up and take notice of the lag 
in the organisation, growth and productivity 


and the contspondhii oigiuiisationil 
required to 1^ pace with it Among the 
changes introduced m 1981, the most impor¬ 
tant was ideological Frieder Schlupp argues 
how the idea of the Siemens family is 
developed as a holistic concept amongst its 
empkiyces 

Instead even the chairman of Siemens 
Hesamibeiriebsrat and Vice-Chairman of 
Siemens Aufsichtsrat Ferdinand lUrek 
already over thirteen vears in (his position 
piaised ‘spiiit of Siemens the mystic of the 
lamily Siemens and Siemens (C orporation) 
Family and is openly identifying with it and 
working for Siemens seemingly took a quasi 
religious quality like two Lnglish authors 
(Robert Ficller and Norris Willai) have 
already noted recently (Frieder Schluppin 
Siemens, Notes on a German IVansnaiionat 
C orporation’, Jransnettonal Information 
E\ihanges June 1980) 

Now for the first time the company began 
to propogatc the concept of the Siemens 
family and peipctuate the mystic about 
Siemens family in India 7 his they did by 
publishing regular news letters to family 
members ol the workers bulletins about (he 
company's work etc They also introduced 
lor the first time symbolic gestures, such as 
'open house w here on one dav in every year 
the workers are aih red to bring their family 
to the tactoiy and how them around 


VII 

Howcvci ideology alone docs not lift the 
level ol pioductisity I or the lirsi time more 
modem techniques ol productivity, such as 
human icsoii ces development, came to he 
miiodiiccd The company neiw began to 
leicus on work systems rather than workeis 
alone by iiiiiodiicing changes in work sys 
terns humantxiwci planning and work supci 
eisioii and strengihenmg the industrial 
cnginccimg department and work supervi 
Sion Ihc companv took the Inst steps to 
raise the falling producliviiv ol woikcrs fhc 
company also giaiitcd maigmal increases in 
basic pay and allowances (Management In 
leuniatioii Bulletins) But the incieaseinpay 
was also linked to production in asmuchas 
lor the first time, the companv introc'uccd 
production incentive bonus and also modi 
lied the job classification agreement by in 
ticxiucing greater flexibility in humanpower 
utilisation All this impiovcd the situation 
somewhat and the productivity went up 
Irom 44 3 per cent in 1979 80 to 33 9 per cent 
in 1980 81 While introducing changes in 
production systems was simple, changes in 
personnel policies were not The tniroduc 
tion of the changes in production systems 
presupposed two important things Firstly, 
(hat the co operation of the workers was for 
Ihcoming Secondly the changes presuppos 
ed that line managers and production 
managers would have greater say in matters 
relating to the workers 

As far as the co-operation of (he workers 
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ooMiraitf. tlidr monto oatttaHM^ 
lcw.I«CKt.in 1911, the wortentlwtedwhu 
n popularly refeired to as the 1981 ttruule. 
Thu time, the workmen went on a mautve 
go-slow Whatever unprovemoit in produc¬ 
tivity that was brought about by the changes 
in the system was offset by tte go-slow in 
1981 and the ocessive manpower created due 
to the strike recruitment Even the 1981 set¬ 
tlement, which gives rises in the pay of the 
workmen failed to have effect m raising pro¬ 
ductivity Once again, the company fell into 
the common track of believing that the 
workers could be bought with increases in 
pay and once again, the rationale behind this 
failed During the 1981 struggle over 450 
workers were suspended, many of them 
repeatedly foi go-slow Ihese suspension 
were continued inspite of court orders stay 
ing the suspensions In the realm of personnel 
management and industrial relations, the 
new works manager lound it virtually im 
possible to dislodge the power structure 
which had followed old policies A cleavage 
developed between the works manager and 
the chief personnel manager over the policies 
to be pursued 

The problem belore the company was how 
to enlist the co operation of the workers for 
introducing organisational changes in pro 
duction methods when the majority ol 
workers were virtually de unionised C om 
munication with the workforce had broken 
down Then, were no organisational forums 
through whith such commuiiiciiions could 
be built and the recognised union had now 
lost dll Icgitimacs At the same time the 
company was not in a position to abandon 
the recognised,bnion toi icasons dt cussed 
cailici Hence tht company had to establish 
forums to directly communicate with workcis 
This necessarily meant openness in the lunc 
tioiiing ol the company access to miorma 
turn and democratisation ol the company s 
functioning vis a iis the workers at large 
I hus, during this period, massive shop level 
meetings of workmen were addressed by the 
works manager directly Posters came to be 
put up all over the company fur the first tune 
informing the workers about the company’s 
production targets, actual production 
achieved against targets, tmancial position, 
etc Productivity charts came to be displayed 
all over the shops Suggestions schemes were 
introduced Though the company was com 
pelled to introduce mote open management 
due to decimation of the workers organisa¬ 
tion and precisely in order to avoid rccognis 
ing the trade union truly representing them 
To the workers whose entire struggle had 
been founded on democratic trade unionism 
this change only enhanced their strength 

The excess workforce created due to the 
strike recruitment was sought to be ruined, 
but, the pruning^was done not by removing 
direct recruits (this could not be done as t, 
would mvolve ictienchnient requiring govern 
ment permission under law), but by two 
mewis. In 1982 the rationalisation agreement 


litMd by the leooimMd unkw (lU- 
U On al ii a rt o B wttkmait. November S, 1982) 
Thu effectivdy undid pest classifiMtions 
end gave the company a free hand to in¬ 
troduce any kind of technology, lationabsa- 
tion, standardisation and improve plant 
techmc It clubbed jobs and trades and 
allowed the company to transfer workers not 
merely from one unit to another and from 
one plant to another The recognised union 
leadership agreed to all these major conces 
sions in return for only one thing, namely, 
recogniuon to itself The rationalisation only 
added to the surplus workforce A voluntary 
retirement scheme was, therefore, introduc 
ed in 1982 undei which the company ‘per 
sudded' all old workers, unskilled workers 
and those with bad attendance records to 
leave By these means, between i98T and 
1984 the work tone was reduced by 8 per 
cent The works manager was now concen 
tratmg only on improvement m productivity 
and production Hence, the emphasis was 
to remove the unproductive workforce This 
line was directly opposed lo the line ol the 
personnel management in as much as remos 
mg the most unpioductivc woiklurcc meant 
removing followers ol the iccognised union 
However, in ihe balance ol power then ob 
taming the works managcincm was more 
powerful This led to subsiaiitial weakening 
of the recognised union and also the power 
wielded bv the personnel management within 
the company 

Despite the ehmges which wtie inirudue 
cel III I9K0 principally due to 1981 struggle 
the new polies ol the woiks manager eon 
tinued toditcrmiinaie against workiis who 
weie not niemhers ol reeognisi d union T he 
disenminalion continued with respect to 
grades prumoiiuns translers etc The ra 
tionalisation intiudueiion ol new leehnologv 
and new wotk systems howevei leqmrelhc 
more ski'led and more n'lnpeteni workers 
to man eiueial positions and such workers 
were lound only amone the rebel sections 
With the iikrtismg powei lo line mat agi rs 
and produeiioii nianagus they also became 
more artieuhii These were people who 
rubbed shouliltrs wi h the workers on Ihi 
shopfloors and lieiKe titty could see how 
counter piodiietiye weicthc disennimators 
policies I hey Inst ol all began openly lo 
express their rcsersations about this policy 
of discrimination Nk th the weakening ol the 
personnel management and Iherelore* the 
recognised union it became ditlieult to eon 
tinue such diseiiminalorv policies By the 
end of 1984 there was a |>'reeptible shift and 
there were at least some workers from tht 
rebel rank who bigan to be given grades and 
promotions \kill this the recognised union 
lost whatiwei lull clout tit influtnee it could 
wield in such iiHtters f'rodueliviiy duiing 
this period legi lered turiher increases but 
had not aached optimum levels Thus during 
this period (1981 the policies relating to 
work process and v jrk oiganisaiion were 
directly eoiitradietoiv and eonllieting with 


(he penonnel poboet—the oppeelte |MNi* 
would not resolve the oisuiuationai crilili 
It only enhanced it 

By 1985, the modernisation and intiodlKk 
tion of new machinery, both compuierlMtf 
and otherwise, was nearly complete; But, tMg 
modernising also called for new manaiMi 
particularly technical In the pencMMI 
management a number of managen had 19 
leave or were demoralised and shunted out 
Ol had to retire Due to these reasons, new 
managers had to be recruited in the perstm* 
nel section also As a result, there was a 
whole new generation of managers The ap¬ 
proach of these new managers to both pro¬ 
duction and personnel policies was ‘ahisto- 
ncal They were neither mclir<ed to nor in 
a position to understand the whole history 
and significance of Ihe history of industrial 
relations in the company Besides, they were 
neither commuted to nor involved with one 
or the other section of the workers or 
managers However, being new, they were 
hardly in a position to influence personnel 
policies In 1985, due to the weakening of 
the personnel management, the recognised 
union collapsed But, that was only after an 
agreement was signed granting substantial 
wage increases and production incentives. 
Ironically it was when ihe reenn sed union 
was ai Its weakest phase and on the verge 
of collapse that the highest wage increases 
were granted As in all organisations, decline 
brings about conflicts and between 1985 and 
1986 the remains ol the old leadership fell 
out mutually with one another 

I he rebel workers now rallied under a new 
leadership which was a participant in the 
1972 1978 and 1981 struggles, but did not 
lead any ol them This new leadership was 
tempered in struggle and therefore, for Ihe 
lirsi lime, began lo lake into consideration 
the organisational balance of forces, pers¬ 
pective and powei viiucture wiihin the com¬ 
pany and iheir effect on the workers own 
viiuggle fhe-y were able to evaluate and 
assess what management meant, what the 
company consisted of and Ihe need for 
understanding the organisational imperative 
of both Ihi company and the workers fcMr 
any successful move li was the understand¬ 
ing ol these issues ihai made them decide 
10 join the recognised union en masse The 
changes m Ihe personnel managemeni and 
the weakening ol ihcir powers made il dif¬ 
ficult lor them to prevent such steps by the 
wotkers The rebel workers joining recognis¬ 
ed union meant recognising them and meant 
changes in the leadership of the recognised 
union T he new managers could not under¬ 
stand the historical signiheancc of ihe rebel 
workers joining the recognised union They 
welcomed w hat was apparently a very good 
sensible move With the rebel workera join¬ 
ing recognised union, pressure on the leader¬ 
ship for change mounted This time, due to 
the yveakening of the union and due to the 
consequent fall out among the leadenhqy 
mutually and the weakening of the petsonnd 
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nuuutgement commuted to the recognised 
umon in the company, it was impossible to 
resist the change Thus the struggle tor 
change in leadership, whiih commcmcd in 
1972, ended in 1987 the president declined 
to contest in view of his imminent defeat 

The new leadership had by now a clear 
perspective on what kind of union they 
wanted to run Democratic trade unionism 
was the foundation of their very movement 
It achieved culmination when 1987 elections 
were held These elections were significant 
for several reasons lor the first time, the 
entire election \ras by secret ballot An elec 
non officer was appointed as an independent 
body with persons to assist him Proper 
nominations were invited, dates for with 
drawal of nominations were given and 
pnnted ballots were used The other major 
feature of this election was that constituen 
cies were created whereby every shop had a 
representative In general council some 80 
members were elected bv evci y shop toiisii 
tuency compiising of around 20 to 2^ 
workers Then, each unit had a unit sccietarv 
and the central oftuc bearers were diicctiv 
elected The lopsided representation ot shops 
and units was done away with while at the 
same time ensuring that the central kadci' 
ship, namely, president sicc presidents 
secretaries and treasurer, were elected bv cn 
tire monbershtp I his system ensured a voite 
to every member of the organisation I ht 
election process itself could materialise tmlv 
due to protracted negcMiations between dil 
feient factions and groups Hence, various 
factions and groups were represented in ihe 
elections the panel finally elected thus cum 
prised of repre^ntaiivcs from diltcri.ni lac 
tions and gioups 

Vlll 

The 1987 elections marked a watershed in 
the history ol industrial relations in the com 
pany inasmuch as the icbcl workers domi 
nated the umon The vears 1987 |9Rt{ and 
1989 registered record levels ot piuductivitv 
record production, they wire also the vtars 
when major agreements such as shilling ut 
certain processes from Bombay to Nasik, etc, 
were resolved to the satisfaction of woikcts 
by direct negotiations and hard bargaining 
on either side lor a very brief peiiod there 
was classical ‘collective bargaining Ihis 
only enhanced the stature ot the new leader 
ship in the company, as well as in the union 
The new managers wcic able to show dvna 
mtsm and flexibility in the ncgoiiaiioit pro 
cesses whereas the new leadership in the 
union responded to the same 

The new imion leadership also took the 
democracy business very senouslv 1 hey not 
only spoke about demcKraev, but aciuallv 
began to implement the same in dav to dav 
functioning Thus powris were delegated 
and all unit secretaries were actually made 
responsible for resolving the problems con 
cermng their units all general council 
members were aciiially made responsible 'oi 


reporting problems of their constituencies 
to the unit secretary Only if the unit 
secretary could not effectively handle the 
problem, was it brought to the general 
secretary or joint secretary or to the central 
leaders Only wage negotiations and general 
agreements were handled by the central 
leaders All this brought about harsh reac 
tions from the personnel managers, parti 
cularlv the older ones for now they had lo 
deal with a wide cross-section ot leaders In 
the old days, there was only one person or 
two they had to deal with in regard to the 
entire factory’s problems This made things 
simple as the relationships were established 
But dealing with five unit secretaries and a 
large number of general council members 
meant dealing with wide variety ot people 
and therefore, dealing not on the basts ol 
personal relationships, but on the b.isis ol 
principles iclating to the piohicms and 
issues This meant that peisonnel manage 
ment could no longer sit back and take it 
easy It meant that they had to show skill 
dexicriiv and fairness in then dealings It 
meant that personnel nianageis had to ac 
lually ‘manage’ AM this made Ihe personnel 
managers especially the older ones, extieme 
iy uneasy with Ihe new leadership The 
dcmocraiisation of the umon also made the 
union much stronger than it was before 
Tor the first time m its history managers 
had to recognise a union which had the sup 
port of the majoritv ol the woiklorcc This 
also creak'd insecurity among the persomu I 
management stall A srong and mdt'pendcni 
union was against the basic ‘corporate 
culture' of the company and the personnel 
management simply could not deal with 
such a situation HrrsonncI management left 
ihiealciicd and was agreed on Ihe point that 
the new leadership needed fheir wings clip 
ped bill they had no common straicrv on 
how to go about doing that Some ollucis 
began to cultivate one or two pet sons in ih< 
new committee and intcrlermg in the iiUli 
iial aflairs in the umon knowing that the new 
committee consisted of groups and tactions 

Vkhai thev did noi realise was (hat the 
groups and lactions had become iirelevant 
with the changes in the organisation ol the 
company and Ihe union ’There had been a 
shift ol people on either side, across groups 
and tactions I bus, recruits who wen 
rccruiic'd lo break the strike in 1987 alter be 
ing cunliimcd as permanen* c mplovecs swn 
ched over to the new Icadeiship, as thc*y wctc 
also young and naiurilly aliiacied by the 
voungci Icadeiship ( onvcrscly, old workers 
and less skilled woikcis who had been pan 
ol 1972 1978 and 19SI struggles no longer 
idcniilicd with the new leadership and 
hcanic svmpiiheiii. lo the older leaders 
I he sc chingcs winch had not erupted 
pcieeptihiv 111 1987 had begun to manliest 
as dissensions amon^'si new and old leaders 
m 1988 But wiih the inaioiiiv of Ihe workers 
suppevrting the new leaderhip such dissen 
Sion meielv leinained at the surface During 


this phase the conflicts in industrial relation 
assomed a generational chaiacier, with old 
and new managers taking different confusing 
lines on the dif Ic'renccs between old and new 
worker leadcis I he historical approach of 
the company s pcrsunnel management made 
them believe i)i,ii such dissensions could be 
exploited to their beiiclit bv the cultivation 
ot certain Icadcis in ihe new Icadeiship lor 
this purpose the compans chose pc’rsons 
who were lahclled widciv as bl ick legs lor 
the role they pcrlcniiicd in ba’akmg tlic l%5 
strike Since the’geneial ippioaehol the per¬ 
sonnel policies Were 'ahistorical these con- 
sidciations ncvci mattered Besides, only 
such persevns would be willing lo be wooed 
by ihe company lliroiighoui 1989 the erea 
non ol dissension* within the Icadeiship 
heeame the key tunclinn However, thcen 
ine espeneiice of the woikeis from 1%^ on 
wards had given them a certain niatiirttv and 
eonscienisncss and besides the teal demo 
eiaiic tuneiioiung ol the union enstiied that 
problems wea diseii sed openly and all deci 
sums weie by ecmsensiis and Iheieloie the 
dissidents were not in a position lo alh 11 Ihc 
oiganisation in any signilieani maniici I he 
wooing hs the company howevei gave these 
workers a bloated idea ol iheir own woiih 
lowarls ihe middle ol 1989 it hec inic eci 
eltnl lev seelicvns ol the peisonnel m in cee 
niemi especially the new ,uid vouiiu niaiiacei 
that the policy of eieating dissensions would 
not work I ven those who had gone along 
with Ihe poliiies in Ihe begmnmg now ba k 
tracked However once again, thea was no 
common consensus u> back out ol such 
policies .iinoi'gst the manajers 

The slrueturc* nt managemem in the 
meantime came under heavy strain I he in 
diiLiion of a large iiumbet ol new inanagi is 
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tnd ofRcen brou^t with it probtems of ad¬ 
justment within the organisation For the 
first time m the history ot the company, the 
offioen formed their own association in 
I96S This was the First indication that some¬ 
thing was very seriously wrong with the com 
pany’s leadership But the symptom went 
unattended due to the drift caused by a 
weakened personnel management Another 
important development was that in 1988 89 
the company took the first step towards 
decentralising by divisionalisation of the 
company on the basis of product line This 
decentralisation brought about several cen 
ties of authority in the place of one Thus, 
earlier on the management structure was 
perceived as a cleat pyramid the hierarchy 
was clear With divisionalisation, each div 
sional heade became a director in his own 
right There were thus 6 divisional heads 
finding differcni product divisions More 
than this, what affected the power structure 
of the organisalion was the creation of three 
more divisions which cut across the product 
divsions, namely finance, personnel and 
produaion 1 hese three division lun across 
the other SIX divisions Therefore there weit 
one three power centres in each division 
There was thus no unified command stiuc 
tuie which could provide effective leadership 
to the company This was more so with 
regard to personnel management inasmuch 
as the personnel management which had 
already been weakened o\ci the scars loi 
reasons discussed earlier further weakened 
by not being made into a full fledged divi 
Sion with Its own divisional head The 
scenario tciwards the end of I9H9 was a 
strong participative and demcx.ratic irad 
union and a weak personnel managcnuni 
Such a scene is bound to create problems 
which are unique and different trom the 
usual industrial relations problems 

As a result the industrial relations policies 
were directionless and lonfiisrd ^lianiing 
course every now and ihen dependmt on 
the vauUatiuiis m the pow'i equations of the 
sompany Thus the polic ot teiimg 
dissensions and promoting scitain dcssidcnt 
leader, whu h was begun m 1989 bv sonic 
more towaids end of 1989 bui not abandon 
ed at all by others right thiough 1990 
Ualbrailh argues tha' psyche ot the iiianage- 
nienl of company often resemble the pro 
duct wbicli thev mamitaciurc According to 
him, all great cxecuiivi come to resemble 
imeUectualuy the pnxluct they manufacture 
Until you had done business at length with 
top of^ficers of the Steel C oiporations you 
ihdn’t really appreciate the intellectual 
qualities of a bilto of steel’ (Oalbraith Men 
shikov in CupttahU Communism and 
CoemlenieJ 

in Siemens in the beginning of I99U the 
managers in the company were intellectually 
like the panel boards the companv manufac 
tured with scores of wires and intertwining 
and ending in numerous switches and 
controls 


The old leaders who found that the 
democratic function was making their con 
tinued existence in power impossible, en 
couraged by the drift in the management 
began confronting the new union leadership 
In the very nature ot things such confron 
tation could not be on the shop-floor in view 
of the fact that two third ot the members 
were staunchly with the new union leader 
ship and of the remaining t/Trd a signifi 
cant number were fence sillers The dispute 
look a form of numerous litigation and 
strongly contested court room battles The 
managers whu encouraged them did not 
want trouble on iht shop floor and began 
10 actively advise litigation Bui this affected 
neithci ihi workers nor the company, not 
ihe new union leadership inasmuch as 
nobody was aticcied directly by litigation 
It merely incani expending n souices which 
both the union as well as the cumpans was 
in a position lo do \^hat it did do was to 
gitc the old leaders an exaggerated sell 
impi rtance Soon lhc‘y felt with a section of 
managers on their >ide they would gel away 
with anything With a support of around 700 
or so out of 1 (KX) they begun to indulge m 
go slow ghtriKs and other forms of agita 
non Ihost who had tome co leprcsent 
huaauciaiic style ol lunciiunmg now sought 
hopes ot coming back to power ousting the 
new democratiL leadeiship with ihe help ol 
management siippoit \Xhat stirled as 
passurt l Idles ihus grew into open (onflict 
1 he management had cone along with this 
line initialls is thev ell wanted toi various 
icisons to till the wings ol new union 
leaders Whin tonllicts began to grow and 
lilt buitautniit Itadtrship began to stake 
claim t( till union leadership many 
man igers swuiic around and began lo take 
Irish stocf ot ihi situation I Key had only 
wanted to ilip tilt wings and not kill the bird 
aliogdhcr Bui things wtie taking a turn loi 
which ihcs had not baigatned Even where 
the workers Wile isking why was manage 
mint laiisiiu ill this iiouble ’ Since 1987 
pioduitiun had gone up the productivity 
and piolits had gone up agicemcnts were 
no major issue which tilhti side tell could 
not be siitled amicablv Then they asked 
whs ilm. double' A number ol managers 
also started asking the s imc question A lead 
in this was t iken bv the production managers 
who had niscr had it so good be lore and 
d d not want trouble or baakdown in pro 
duction lor anv aison Ihis section ol 
managcis began to aiticulate their dissent 
I his dissent soon snowballed into a two line 
snuggle wiihin the management 

Peaciving Ihe two lines, ihc old style 
leadership began to push for recognition 
from ihc managemem Matters reached ahead 
with the sti ike call and call lor go slow This 
had no pcatptibk effect on the production, 
as the majoiity ot workers i e, 2/3rd and 
that too ot the most productive workfoae 


was with the new style leaders One lectioA 
of the managers began lo insist on diaei- 
plinary action against strikes and (low- 
downers, the other section resisted The 
management appeared indecisive and vacd- 
laiing, I e, not m a position to ‘manage 

On the majority the woikcrs, however, this 
indecisivcncss and vacillation had a drama¬ 
tic effect on iheir consciousness It revived 
in (hem old memories of harsh actions 
managemem was capable of taking a ki 
1978, 1981 struggles which it was not tak¬ 
ing now I hey had an idea of the lull extent 
ol management powers and if they were not 
being exercised it could only be because the 
management wished to foist old style 
leaders the black legs and bnieaucrats rm the 
workers This was how the general mass of 
the workers perceived the situation and 
rallied behind new style leaders with fervour 
and commitment 

Iht old style leaders too began to ques¬ 
tion the managemem T hey had got to this 
point with the tacit support and understan¬ 
ding of section ot ihc management Their 
anxiety was what if ii failed to keep its pro¬ 
mise oi lose out in the iwio line struggle For 
them It was absolutely ntccssaiy to push the 
dittcrenccs within the managimem to a 
decisive stage The section ut tl» nanage- 
mem supporting them was also convinced 
that to win in the two lines it must end 
decisively in lavour of the old style leaders 
In this the line within Iht eompanv that call¬ 
ed foi recognising and coming to terms with 
Its most productive workforce was Ihc new 
and up and coming force It also called lor 
changes in organisational relationships and 
pirsonnel It was in keeping with the objec 
live iicx-ds of Ihe companv hence irrepressible 
The other line that piomoted the unproduc¬ 
tive workforce was in conflict with Ihe ob¬ 
jective needs ot the companv Yet being old, 
ii was in conformity with the company’s 
culture It was self regneraiing and hence 
equally irrepressible The two contending 
lotces could only be resolved if there were 
serious self backs in production and produc 
tivity T his had not happened so far due to 
the neutral stand ol (he union and the new 
leaders in the two line could in the company 
Sueh neutrality however, could not continue 
indefinitely Sooner rather than later the 
companv was I leading for a showdown with 
the majorits ol its productive worklorce, hit¬ 
ting production and productivity Only then 
would organisational changes be brought 
about in confirmity with its new needs For 
this entire process the ‘company’ stood and 
as an alien force and conironted both its 
workers and managers as an alien entity 

Unable to cariv the entire management 
with them, and coupled with the fact that 
the old style leaders lacked the ability to run 
an organisation independent of outside 
leaders, the forces of status quo in the com¬ 
pany began to uke chatge of the situation 
and take recourse to legal moves If legal 
sanction could be somehow received for old 
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ityie leaders the whole issue could be 
pmented as need of obeisance to the law 

Manipulative tactics came to replace per¬ 
sonnel policies Thus 535 workers were 
locked out for slow down, but a section oi 
g^anagers began to bend backwards to take 
tftem back kxparteoriai, taken against the 
company, the company was in no htirr> to 
get It vacated. The entire strategy was to pio 
voice the new leaders to s lolciice If that hap 
pened the entire workforce could be locked 
put, the situation resersed w ith the majori 
ty kept out and the minorits in and the 
iMgey of intra-union rivalry could be lais 
ed before the world at laigc In most cases 
this would have been the result An anaivsis 
of management In this case the maturity 
of the new leadciship and the high level ol 
workers* consciounc’ss due to the 1965,1978, 
1981 and 1987 experience pre empted such 
intra-union conflict The majority lead by 
new leaders appeared ‘neutral' in the two line 
conflicts within the management in relation 
to their laboui I his was an entirely new 
situation which observers students ot laboui 
movement, could not comprehended at all 

X 

CONCUfSION 

(1) A large coiporation is described as a 
State within a slate I ike m state, ccitain pro 
duction processes (which ate deteimincd b\ 
technology, market needs etc) give rise to 
defipite relations of produetion within the 
organisation state NVhen ptoduction pio 
cesses change, the relationship must also 
change Changes in production puxesses aic 
harbingers ot changes in the oiganisaiion 
the relationships aie teinlotceis ol s/u/to 
quo —this IS the kc'v to understanding 
modern labour movements and indusiiial 
relations issues 

(2) Invaiiably a section ol the 
worker/leaders are pitted against the woiKcis 
at large in industrial conflicts 1 he genesis 
of the disunity in the laboui movenient is 
rooted in modern labour pioccss itsdl 
failure to understand these prcKCsscs lendeis 
working class units an empty and antiquated 
slogan 

(3) In large companies the teim 'manage 
ment* is not a homogeneous thing Manage 
mem itself is subjectc-d to pulls and picssuRs 
and individuals find themselves on one side 
or another depending on their own positions 
in relation to tnc produciioii processes in the 
Organisation 

(4) Periodic crisis within the company (i c, 
the organisation ol capital) is an inevitable 
part oi us growth and expansion Idealistic 
notion of partnership between labour and 
capital and the notion ol collective bargain 
mg, corporate family not withstanding 

(5)lJibour management conflicts can no 
longer be understood in terms oi wages and 
serivice conditions alone New indices ot 
judging labour management conflicts need 
to be evolved 
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Leather Exports: An Illusory Boom? 

Sauimbh Sinha 
Sanjay Sinha 

This paper attempts to analyse the export performance of the Indian leather industry with a view to determine 
ing the constraints to the future growth of the industry in the context of the policy measures introduced in recent 
years to fiKUitate leather exports. 


rHE growth in aports of Indian leather and 
eather products over the last three decades, 
ind particularly in recent years, has 
jrompted a lib^ use of hyperbole to 
lescribe the phenomenon. A council for 
eather exports (CUE) spokesman has called 
he growth of the Indian leather industry “a 
fascinating story". Commenting on the con- 
inually increasing value of exports the 
innual barometer of progress in the region, 
:he Asia Pacific Leather Yearbook (1989), 
tas asserted that “India’s leather industry 
)ias) come of age in a most emphatic styl^. 
Even the normally pro.<>aic Planning Com- 
nission documents could not help acknow- 
edging the “phenomenal spurt" in exports 
}f leather go^s “not known to the industry 
wfoie".' 

1 

Export Performance 

Ikbie I provides a historical perspective 
m the growth of leather exports since 
1956-57. In rupee value terms, leather ex¬ 
ports have indeed recorded an impressive 
growth over the past two decades. While the 
16-year period 1956-57 to 1972-73 yielded a 
iix-fold increase in export value, exports in 
;he subsequent 17-year period (1972-73 to 
1989-90) increased by nearly 11 times. Trend 
Tigures available for 1990-91 indicate that ex 
x>rts have almost tripled over the last foui 
^ars (1986-87 to 1990-91) Thus, the value 

exports has increased at an average rate 
3f more than 14 per cent per annum during 
I956*-91. In the 17 years (to 1989-90) since 
the implementation of the Seetharamaiah 
Committee recommendations (refer the 
\ppendix 1), the growth of the rupee value 
}f leather exports averaged 15.2 per cent per 
innum. Over the past five years this growth 
rate has increased phenomenally to nearly 
28 per cent. 

The small*share of finished leather and 
leather products in India’s total leather 
nports, and its limiting effect on foreign cx- 
drange earnings, was a major concern of the 
Seetharamaiah Committee. Table I indicates 
the extent to which this concern was lustificd 
in the case of leather products which con¬ 
stituted less than 10 per cent of the total 
almost consistently up to that time. Indeed, 
even finished leather exports constituted just 
9.3 per cent of the total in 1972-73 and .semi¬ 
finished leather made up as much as 82.9 
per cent. The measures instituted on the 
recommendations of the committee appear 
to have yielded extremely satisfactory results 
as the share of Hnished leather in the total 


increased to 19 per cent in 1974-75, barely 
two years after implemenution. By 1980-81 
this share had increased to 56.7 per cent and 
that of leather products to 31 per cent. 

By 1980-81, concern came to be felt that 
the proportion of finished leather, rather 
than ‘value added’ products in total leather 
exports was excessive. On the basis of the 
recommendations of the Kaul Committee, 
measures were introduced at this time to im¬ 
prove the competitiveness of the leather pro¬ 
ducts sector and to enhance its ability to take 
advantage of the anticipated growth in the 
international market in the 1980s. As 
discussed, the overall growth (in rupee terms) 
of leaihir exports in the 1980s was sub¬ 
stantial and according to the figures in 
Thble 1, the change in composition was 
reasonabty'saiisfactory; the share of finished 
leather in the total declined to around 34 per 
cent by 1989-90 while that of leather pro¬ 
ducts increased to nearly 65 per cent. 

Appendix Table contains a more detailed 
disaggregation of Indian leather exports 
since 1972-73. Table 2 shows the composi¬ 
tion of leather product exports since 19^81. 
The main feature of note here is the impor¬ 
tance of footwear components (mainly shoe 
uppers), rather than complete items of 
footwear in leather product exports. The 
share of footwear components in leather 
products rose from 36.8 per cent in 1980-81 
to around 60 per cent in the-mid-1980s. 
Further deregulation and conscious efforts 
to promote increased value addition in 
export products were introduced in the 
mid-1980s on the basis ot the Pande Com¬ 
mittee’s recommendations. Since then, 
though footwear component exports have 
continued to grow, their share in total pro¬ 
duct exports declined to 39.4 per cent in 
1989-90. The fastest growing sub-sectoi in 
recent years has been leather garments which 
has registered an annual growth rate of over 
100 per cent over the five years since 1984-85 
Other leather goods have also grown im¬ 
pressively at nearly 39 per cent per annum 
during this period 

Though this discussion has related the 
apparently impressive growth of Indian 
leather exports in recent years to the im 
plementation of the recommendations ot 
various official c(>mmittces, it is interesting 
to examine this giowth more closel.v. I he 
following sections examine the growth ot 
Indian leather exports in real (rather tlun 
nominal terms); assess the contribution of 
developments in the world market to that 
growth, and consider the motivations and 


factors responsible for the nature of the 
export performance of the industry. 

II 

Real Value of Leather Exporto 

In a country with a substantial trade 
deficit, a depreciating exchange rate and a 
significant rate of inflation, trade figuret in 
terms of current values of the domestic cur> 
rency do not provide a very accurate picture 
of the contribution of the sector to the 
economy. More relevant is the growth rate 
of exports in terms of the real value of the 
currencies of countries which are indi#f 
major trading partners. 

'^le 3 presents a simple analysis of the 
export performance of the Indian leather in¬ 
dustry. Though the value of exports increas¬ 
ed by over five times in terms ot current 
rupees over the period 1980-81 to 1989-90, 
at constant prices the increase was only by 
a factor of 2.8. Indeed, growth in real terms 
over the first half of the period was extreme¬ 
ly low at 2.5 per cent per annum. In terms 
of (US) dollars, exports increased by a betor 
of 2.4, rising from S 505 million to $ 1,218 
million. In terms of constant dollars thein- 
cicase was only by a factor of 2.11. Thus, 
in terms of the quantity of imports possible 
as a result of the leather industry’s eXpmt 
effort, the increase was restricted to 111 per 
cent during the I980s.^ As Table 3 shows, 
the performance in the first part of the 
peiiod was extremely poor though since 
1985-86 growth has been encouraging- 
averaging more than 22 per cent in real 
terms 

While the poor performance of leather ex¬ 
ports in the early part of the period can be 
explained by an economic recession in the 
major importing countries, its performance 
in recent years appears to be impressive Vet 
there are other factors which preclude a’ 
sanguine view ot recent developments; these 
lactvirs include: 

(i) A declining growth rate: Since tbe 
achievement of a high growth rate in exports 
aliei the implementation of the Seetha- 
ratnaiuh C ommittee recommendations, there 
was a marked slowing down with exports 
registering a much smaller increase; and even 
a decline, in value terms in the early 1980$. 
Cilobal recession during 1981-83 adversely 
allected leather exports^ however, from 
1983 84 there has been a rather uneven rate 
of growth of exports. Since 1986-87 the 
decline in the growth of exports is consis¬ 
tent and unmistakable. The picture if view¬ 
ed in dollars at constant prices is much worse 
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as by m8-89 the rate of growth of exports 
was down to 10 per cent While it increased 
by 14 per cent in 1989-90, inflation and 
donation of the Indian currency effective 
ly nullify a substantial part of the increase 
that takn place This seems to suggest an 


unpendmg stagnation in leather exports 
which IS attributable to the Indian industry's 
tardy response to* changing global preferen 
ces India’s exports are made up largely of 
finished leather and tootwear components, 
they-constitute more than M) per cent of the 


Tablc I Growth oi Indian LEAiHrR Exkiris 


Ifear 

Total 

I xports 

Finished leather 

Value* Per Cent 

Products 

Value* Per Cent 

Growth Rate 
(Per Cent pa) _ 
Total Ptoducls 

1956 57 

285 



19 

67 



1960-61 

376 



28 

74 

72 

10 2 

1964-65 

328 

noi available 

37 

113 

34 

72 

1968-69 

833 



81 

93 

27 1 

216 

1972-73 

1,840 

172 

93 

142 

77 

21 1 

15 1 

1976 77 

2,897 

1,052 

36 3 

471 

16 3 

12 0 

ISO 

1980 81 

3 997 

2,268 

S6 7 

1,226 

307 

84 

27 4 

1984 85 

3,«3K 

3,085 

32 8 

2 261 

38 7 

99 

16 2 

1985-86 

6 623 

2,882 

41 3 

3,252 

491 



1986-87 

9 30? 

4 009 

43 1 

4,774 

51 1 



1987-88 

12,449 

4,860 

190 

6,863 

3S 1 



1988 89 

16 084 

6 4*19 

40 4 

9.0S4 

56 6 



1989 90 

20,300 

6 93S 

14 2 

13 IS4 

648 

26 2 

4S 3 

1956 57 

to 1972 73 





12 4 

114 

1972-73 to 1989 90 





132 

10 s 

Afo/e • 

Value in Rs million 
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1980-81 

1 226 

27 s 


16 8 

42 


1) s 

1981 82 

1 S53 

19 4 


49 7 

4"' 


26 2 

1982 83 

1,431 

13 S 


S4 ’ 

s 1 


26 •’ 

1983 84 

l.R-'l 

12 6 


60 ■’ 

3 6 


2^ 2 

1984 83 

2 26) 

II 8 


SS 7 

42 


2S 2 

1985 86 

3 232 

10 2 


S8 S 

' 1 
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1986 87 

4 774 

16 8 


SO 4 

13 0 


W7 

1987 88 

6 863 

18 


4-'2 

134 


18 8 

1988 89 

9 OSS 

114 


41 0 

18 7 


199 

1989 90 
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( tlTIClII 

( oils! ml' 

< urn III 
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Realisation 

Vilue 


Rupics 

(Million) 

1 S y (Million) 

(S lOO Rs) 

1980 8) 

1997 

3‘«7 

SOS 3 

SOS 3 

12 64 

1981 82 

4 349 

3 9(0 

4S4 8 

441 1 

II 22 

1982 81 

3 994 

3 S4I 

413 0 

S-*! 1 

10 47 

1983 84 

t 361 

3 s37 

4->l ^ 

3‘’4 2 

10 SK 

1984 8S 

5 837 

4 419 

4*8)9 

42S 4 

963 

1985 86 

6 62S 

1742 

S4I 3 

4 1 I 

9 94 

1986 87 

9 30S 

6 328 

728 3 

(S3 ■> 

10 32 

1987 88 

12 449 

7 66*1 

9s‘l8 

838 3 

10 65 

1988 89 

16 084 

') 46' 

1 III s 

934 0 

OS* 

1989 90 

20 3(8) 

II 1*17 

1 '17 8 

1 (8.8 ’ 

9 S4 

Orouth rate 
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1980 85 

9 9 

2 s 

0 7 

42 

66 

1985 90 

12 3 

24 0 


22 7 

10 

1980 90 

19 8 

121 

10 2 

86 

3 1 


Noit • Deflated umiir t^hoksalt prin iiidius it.spLiti\il\ loi liidid md the US published 
in the/ximoiiiK Survei and Thi Ixonuinu liim'> Asitaii" annual exchange rales arc 
also puhlislud pinndicalls in The ktomtmti lums 
Soune ((implied from lihle 2 


industry's export value. But the bidk of the 
global trade is in footwear In 1987 global 
import oi leather and leather products was 
an approximate US S 36 billion of which 
footwear alone accounted ior more than US 
$ 18 billion (or SI per cent) Footwear com¬ 
ponent . on the other hand, constituted a 
meagre Ub S I S billion India’s high profile 
presence in finished leather and footwear 
components (which together compnseonly 
17 per cent of the total global market)»thus 
oi little sigiiiticance in the world market. 

Consumer periormance has shifted to 
high quality tootwear which is currently the 
iastest growing commodity group A re¬ 
orientation oi piiorities towards making 
footweai the most important single item of 
export (as suggested by the Pande Commit¬ 
tee) IS required to enable Indian leather 
exports to bieak out of the impending 
stagnation and to acquire a larger share of 
the global leathci trade 
(u) Stagnation, li not dechne ui value redi- 
sation at constant priixs Real value tealisa- 
iiori from Indian leather exports is calculated 
III fable t as constant dollais lealised for 
evers (constant) Rs 100 worth of exports ’ 
The liguies obtained reveal a disturbing 
trend value tcalisation tell from S 1264 in 
1980 81 10 $ 9 63 in 1984 83 Since then, 
Ihcie was viitual stagnaiion till it dropped 
lei as low a 3 9 S4 in 19S9 90 Thus each 
uim ol cspoii' ■■ teiching only 73 per cent 
ol the value lodav that it was fetching at the 
bet'iniiing ol the 1980s t oiitrary to the ex 
pectaiinn that impiovnig quality and them 
criasing impentaiice ol value added leather 
product in the compo'ition ol exports 
would inipiove value realisation, the laiter 
has either dielincd eir in reeent years, 
stagnated fhiv could iiidieaie eiihei that the 
eompeliiivcness (and qualitv) of Indian 
leaihcr esporis has sultciid relative to other 
eountiies and asaieaili the margins earn 
ed bv Indian expoitcrs has declined or that 
qualitv has impiuvcd but the quantum ot 
Indian esporis has not mcieased signiheant 
Iv I iHiircs eotnpiled bv the Reserve Bank of 
India seem to suggest the latter in the caK 
ot tootwear and lootweai components but 
the furmei lor other Icathei manufactures 
( aleulations based on these figures are 
piesenled m Table 4 

Though the average realisation per square 
Ukii in lupec terms has been inereasing con¬ 
tinually in 1983 86 tinished leaihcr was leav¬ 
ing India at an average rate of Rs II 60 per 
square loot I his is an extremely low value 
and implies that a substantial peaentage of 
leather cxpoited by India is of a low grade. 
Some manufacturers do export high grade 
leaihei (at the rate of Rs 30 per square foot) 
but their numbei is very small Siroilarly, the 
bulk of footwear export is oi the chraper 
variety fetching barely Rs 60 per pair Agidn 
a tc*w exporters are able to sell quality 
footwear at about S 18 a pair but since 
tootwear accounts for barely 8 per cent of 
India’s total exports (1988-89) and O.S per 
cent ol the global footwear imports (1987), 
returns on footwear exports to India ara 
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nuninul. CNi the other hand, rupee trade 
areas (USSR and ODR) account for nearly 
63 per cent of the country’s export of 
footwear cwnponemr. Rupee trade con- 
tributes little to foreign exchange earnings 
and both “qualitatively and design-wise the 
export to these countries differs from what 
goes to the USA and western Europe’’^ 
There has been a consum effort to reduce 
the rupee trade percentage so as to increase 
export earnings 

Indian leather garments, on an average, 
command a reasonably good price in the 
world market which allows the garment ex 
porters to pay a better pnce for sheep nappa 
leather The garment position, on the whole 
IS quite comfortable but with regard to 
leather goods India is unable to command 
respect on account of use of poor quality 
leather and absence of quality assurance 
Thus, even though the quantum of exports 
has increased, unit value realisation from 
leather goods is unsatisfactory 

Inadequate mechanisation, obsolete 
technology, unscientific management and 
production confined to small and cottage 
units have been identified as the mam 
reasons for a low average unit value realisa 
non The major challenge for the leather in 
dustry lies in improving the unit value 
realisation from its exports 

III 

World Market 

The trends apparent from the above 
discussion aie by no means encouraging and 
policy measures notwithstanding virtually 
indicate the failure of the domestic industry 
to achieve a significant qualilatise improve 
ment m its performance m the international 
market 7o the extent that the performance 
of Indian leather exports has been encourag 
mg in recent years, the influence of world 
market forces on it needs to be examined 

Over the past few years leather products 
have been imponed increasingly by the 
leading consuming countries of the world 
Finished leather, footwear, footwear com 
ponents and leather garments constitute the 
major items of import 

'ftble S provides an indication of the 
global import situation dunng 1972 85 
Except during the recession years 1981 82, 
global imports mcieased steadily and pre 
sent trends suggest an annual increase of 10 
per cent m world imports of leather and 
leather products The global import of 
leather and leather products which was US 
$ 21,310 million m 198S, is slated to exceed 
US S 31,000 milhon in 1990 and double that 
amount by the turn of century The US 
United Kingdom (UK), Germany, France, 
Netherlands, Canada, Australia, USSR and 
Japan are the mam consumers of leather 
goods Spam, luly, Hungary, the Scandma 
vian countries. South Korea, Taiwan and 
Singapore are likely to emerge as important 
consumers of leather items in the 1990s 

Only five countries—the US, FRG, 
France, UK and Japan—accounted for 68 


per cent of the total world import m 1983 
as shown m Ihble 6 Over the years the US 
has emerged as the largest importer of con 
sumef leather products accounting for more 
than 36 per cent of the global imports m 
1983 In 1987, for instance, more than 82 per 
cent of USA's footwear consumption was 
met by imports In FRG, UK and France, 
footwear imports range between 50 and 75 
percent 1 here is an unmistakable rise in im 
port of various leather products m the 
developed countries Ihe per capita con 
sumption of footwear m these countries is 
currently over 4 5 pairs Customer preference 
IS shifting increasingly towards leather ap 
parel and leather garment imports meet as 
much as 75 per cent of domestic require 
ments The continuing fall m the import of 
leather (raw or finished) along with a steady 
increase m the import of leather produtfts 
indicates a decline of ihe leather industry m 
these countries on the one hand, and a ns 
mg consumption level of leather products 
on the other 

An analysis of India's export performance 
reveals three distinct features One, Ihe ex 
port profile has been influenced strongly by 
the world import profile Two, there has been 
a continual change m the composition of ex 
ports Three, despite the growth recorded in 
the late 1970s and again from 1983 Indian 
leather exports comprised barely 2 7 per cent 
of the world market for leather and leather 
products m 1987 indeed, exports from India 
accounted lor a dismal I 7 per cent of total 
leather imports into the five major consum 
mg countries in 1985 

The general currency areas (GCA) among 
the 'industrialised countries are steadily 
emerging as the mam market tor Indian 
leather products fhe tout advanced market 
<H.onomies—US FRG, UK and Italy—and 
USSR between them account for more than 
two thirds ot Indian exports Ihus, Indian 
exports proceed m the same direction as the 
general trend m the world market But this 
IS both encouraging and disturbing En 
couraging since Indian products have 
established a presence m the major world 
markets, but disturbing because the industry 
has continuously to increase productivity 
and quality to survive the intense 
competition 

The figures available show that FRG has 
established itself as the leader amongst all 
destination* for Indian leather manufac 
tures In 1989 90, more than 18 per cent of 
India's exports (in value terms) were landing 
m the FRG According to data compiled by 


CLE, exports to FRG MSmgaied Rs 3,763 
million in 1989-90 out of the total exports 
worth Rs 20,300 million 
The global trend is towards trade in value 
added leather products The flow of leather 
goods from developing to developed coun¬ 
tries has been rising whereas trade among 
developed countries for leather goods has 
declined India has responded conunqidabiy 
to these changes but needs to cover substan¬ 
tial ground to establish a significant presence 
m the global leather market 
Leather footsvear accounts for a maiw 
share of global import of leather and leather 
products During 1987, over US $ 18 billion 
worth of leather footwear was imported 
(Table 7) It formed nearly SI per cent of 
global import As mention^ previously, the 
world footwear market is currently 
dominated by South Korea, Taiwan, Brazil 
and Portugal m the lower and lower middle 
segments In Ihe higher middle and higher 
segments Italy, Spam and France have a 


Tabu 5 Giobai Import ot Leather 

AND LlATHEK PrOOUC TS 

{US $ mdlioH) 


Year 

Leather 

Leather 

Products 

Toul 

1972 

904 

2,791 

3,693 

1976 

1,573 

6,281 

7,834 

1981 

2 923 

12,469 

13,392 

1982 

3,037 

I2,6’5 

13,663 

1983 

3,063 

13,498 

16,361 

1984 

4 015 

15,949 

19.963 

1985 

4,078 

17,231 

21,309 


Source Sahasranaman, A, 1989, 'Marketing of 
Readymades in the World Market in 
1990s—Challenges before the Leather 
Industry', mimeo 


Tabil 6 LhAtHiR Imports, 
ScitcThD Countries 

{US $ million) 


C ountry 

Total 

Imports 

(1985) 

Imports 
from 
India 
(1985 86) 

Indui's 
Share 
(Per Cent) 

UVA 

7,694 

82 

084 

W Germany 

3,077 

73 

2 33 

France 

1,628 

30 

184 

UK 

1,376 

46 

033 

lapan 

653 

12 

187 

World 

21,308 

341 

234 


Sourer Sahasranaman, A, 1989, op ot 


1 ABLE 4 Index ot Indian Leather Exports 


Year 

Leather (Excl Foodwear) 

Footwear 

Unit Value 

Quantity 

Unit Value 

(Duanttty 

1980 81 

100 

100 

too 

100 

1984 85 

64 

191 

100 

80 

1985 86 

72 

169 

114 

69 

1986 87 

81 

163 

129 

96 


Soune Derived liom RBI 1990, fiepm on Currency and Finance, 1988-89, Volume II—Statulical 
Statements, Bombay, Reserve Bank of India 
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veiy $tRmg pretence in the urorhl India't 
share It lets than I per cent which is in- 
ngnilkanl At the same time, it suggests the 
vast potential for growth if the leather 
footwear sector could cope with the world 
market demands Exports of Indian leather 
footwear have been growing continuously 
since 1971-72 when it formed barely 5 per 
cent of total exports In 1988 89, Rs 1,100 
million worth ol full shoes were exported 


T/sair? bsiiMAiii>OioiiAi iMroai and 
Indias Txi'oris (1987) 

(VS I million) 


Products 

World 

India 

Indias 
Share 
(Per ( ent) 

Leather 

4,651 

431 

910 

Footwear 

Footwear 

18,111 

l(X) 

oil 

components 

1411 

250 

17 IK 

Garments 

4,650 

81 

1 74 

Other goods 

6,980 

101 

1 41 

Total 

36,011 

%1 

2 68 


Soune MOI, 1990, Report ol the R/orkmg 
Croup on leather and Leather Coodh 
Industries for the Ltghih hxe Year 
Plan—1990 95, tninistrs ol mdustrv 
(department ol industrial develop 
mem), government ol India New 
Delhi, mimeo 


which constituted nearly 8 per cent ol the 
total value ot Indian leather exports 
Global import ot footwear components 
has shown a rising trend During 1987, 
global import of prepared parts of tooiwear 
was estimated at S 1 46 billion ol which 
India’s share was nearly 17 per cent The im 
port of footwear components ol which shoe 
uppers IS the most imirortant single item 
represents the last vestiges of a crumbling 
leather industry in the developed countries 
As indicated earlier, India’s component 
exports are made up largely ot shoe uppers 
C urrenlly, more than a quarter of (he total 
leather export earnings are Irom footweai 
components which is a remarkable increase 
tiom a mere 2 per cent in 1976 77 
lashion trends, high compaiative cost ad 
vantage between leather and high piiced 
textile garments, easy to cart nature ol 
leather garments, and a natural appeal ol 
leather have increased global prefeience for 
leathci garments Leather garments have 
come to be accepted more as utility wear in 
the developed economies on account ot their 
ability to substitute textile apparel lor 
reasons ranging from low temperatures to 
high incomes Export of leather garments 
have made rapid progress especially over the 
last three years In 1987, an estimated $ 4 61 
billion worth of leather garments were im 
ported globally The response ot the Indian 
leather garment industry has been par 


iicuiariyencounasiiis. iw ivi^-r/, gamma 
were a low pnonty item and compriied only 
I per cent of the total export*. Thereafter, 
It grew steadily and in 1985-86, India ex¬ 
ported garments worth Rs 167 million (2.S 
per cent ot the total exports). With increas¬ 
ing im entives for the etport of leather pro¬ 
ducts, the succeeding year, 1986-87, saw a 
sudden spurt in leather garment exports 
which increased by more than 3 S tunes to 
Rs 622 million and comprised almost 7 per 
cent of total leather exports 

But the biggest question before the sector 
IS whether the growth is sustainable Global 
trends indicate that demand for leather 
garments will remain high in the coming 
years With a concomitant increase in in- 
uigcnous manufacturing capacity, it seems 
likely that the Indian garment sector will be 
able to increase its share of the world 
market 

The global market for personal leather 
goods IS presently dominated by south-east 
Asian countries Indian manufactured 
leather gcxids lace stiff competition from 
synthetics and Singapore In I98S, exports 
from India comprised onlv I 3 per cent of 
global imports A signilicant proportion of 
this share is accounted for by ladies’ hand 
bags alone further, even this marginal 
presence is confined to the low or lower 
medium market segments India has a rather 
limited product range in the leather goods 
sector 

India has, however, retained a substantia) 
maikct ol saddlery and harness goods where 
Kanpur has tiaditioiial expertise 

IV 

Facton Responsible for Export 
PerfOTmanrr 

Arisine from ihe above discussion and a 
dialogue with a cross section >1 leather 
manulactuicr exporters Table 8 summarises 
the taciois responsible for the present state 
ot the Indian leather industry and its export 
pet loi malice Broadly, various aspects whxh 
impinge on the progress ot the mdustrv have 
been classified under three major groups— 
the industry s intrinsic nature, global com¬ 
petitiveness and government policy support 
The positive features (or assets) and the 
bottlenecks (liabilities) of the Inchan leather 
industry have been discussed in some detail 
in the previous sections The presept status 
ot the industry (net worth) has resulted from 
the interplay ol these assets and liabilities 

7 he net effect of this interplay, presented 
in fable 8, is not very encouraging Low 
value realisation in international markets is 
related basically to the image of the industry 
as a manufacturer o^lgap products re¬ 
inforced by Its genersniy pdbr average pro¬ 
duct quality The government’s realisation 
of the potential ot the leather industry for 
increasing value addition within the 
economy led to the provision of liberal in¬ 
centives lor leather exports As leather pro¬ 
duction IS a low Investment, high turnover 
activity, this lured many one-time leather 
workers or small leather traders to under- 


fAHii 8 Bai AN( I Siii-M Ol Indian Liaihir iNin smy 


Croup 

Assets 

1 labiliiics 

Intrinsic nature 

Capital per unit 

Mushroom growth ot 


labour ol the pioduci 
sector low 

export units 


Low capital invest 

1 ow level ol 


meni relative to turn 
over in ihc product 
sector 

mechanisaiion 


Capital output ratio 

Absence ol lacloiv 


of the tanning sccior 
lower than that ol 
much Indian manufac 
luring 

mode ol production 

Global competition 

1 u» wage rate 

low producliviiy 


hasy availabiliiv ot 

low rc oven i lu ol 


raw material 

hides and skins 


Iradiiional skills 

I aicconici in product 
manulacluic and ex 
pent and thus absence 
ol brand image 

Weak pioduci com 
ponenis sccior 

Policy support 

Various export pro 

1 ow unit value 


motion incciiiivcs 

tcalisaiion 


Import liberalisaiion 

Anomalies persist in 
the import regime 

1 Mile percolation ot 
value addition to the 
village level making the 
collection and flaying 
activities uneconomic 


Nc' Worth 


Image in world iiiarkcl 
that of exporter ol raw 
hides skins or cheap 
piodwis 

Sums of a jobber or 
tabri alor 

I ow value addiiion in 
pioducis 


( rucially deiiendcnt on 
iinpoiis ol components 
lor product manufacture 
Product quality poor 
Manulaclurcis adopt a 
sattslyttig approach 
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take mullHKate production for export 
However, the entry of theie new exporters 
has had a neiative effect on India’s export 
markets as, for many of them, the mam 
motivation is to earner the export incentives 
and build up capital in the shortest possible 
time rather than to establish a lasting repute 
tion in the export market Specifically, the 
problem anses from 

(1) IVx>r percepuons of quality—as such per 
sons, without adequate exposure to deve 
loped country markets or the tastes and 
pi^erences of high income consumers, are 
unable to appreciate fully the need to im 
prove quality and finish beyond a certain 
level 

(2) Excessive competition—resulting in 
mutual price cutting (mostly amongst ex 
porters based around Madras), and con 
sequent compromises on quality features in 
order to ensure the highest possible return 
m the shortest possible time The underlying 
economic insecurity of the average exporter 
IS largely responsible tor this 

(3) Lack of interest in improving value 
addition in Indian leather pioduci 
exports—as the system of low investment on 
high turnover (albeit at low margins) enables 
the exporter to operate at low risk and even 
more importantly, produce without any real 
knowledge of the market The manufacturer 
remains a jobber receiving designs com 
ponents and, even production supervision 
from the foreign buyer 

Such exporters are esseniialis 'coiiomic 
agents raihei than entrepancuis with a long 
term perspective' 

To the extent that the bitter established 
exporters havi tried to increase value addi 
tion bv undertaking integrated piodiietion 
of final consumer or high quality inter 
mediate pioducts well as by uiidertakint 
independent marketing (even in a lew eases 


to the extent of attempting to establiA their 
own brand names) their cltorts have been 
hampered by, 

(1) the poor image of Indian products in the 
world market (to the extent that some im 
porters in consuming countries are loath to 
reveal that their pioduets are manufactured 
largely in India), 

(2) the high level of investment in publicity 
and retailer support required to establish a 
brand name in a major market, and, 
(S)the anomalous import regime which 
enables duty tree imports of high quality 
finished leather for fulfilltng export orders 
but imposes high import duties (in the 200 
to 2‘iO per cent range) on such tiems as 
chemicals, adhesives and polish required to 
obtain durability and sophisticated finishes 
as well as high duties on components (100 
per cent) and synthetic soles (40 per cent) 

Thus on the oni hand, the discouragtng 
returns to additional domestic processing 
have acted as a disincentive to established 
exporters undertaking substantial invest 
ments m brand promotion and domestic 
component production and on the other 
small manufacture! exporters with one wary 
eye on their past existence on the margins 
of economic respectability have shown scan! 
lespect lot quality reputation or long term 
prospects in their attempts to earn a secure 
surplus in a relanvclv short period of time 
It IS only a few long established manufac 
turers in the indusiry (and a handful of new 
cntiants with large amounts ol capital) who 
ate investing in new machinery and the crea 
tion ol brand images m oidet to improve 
value addition despite the crippling effect of 
the industry s lepuiation and the apparent 
Is landom obstacles still imposed ad hot 
diiegulation 

I he ease ol footwear production provides 
nuniciou' esanipitsol such obstacles Pro 


Al’PI NOIV I VHt I- INIIISS I SI OKI Ol I I Alin K AM) I I VIHlK Pkooi ( 

(ftv million) 


Year 

Riw 

Semi 1 ini 

1 inislicd 

1 talliir 

liKitwiai 

1 t llllCI 

( 1 ilhii 

lolal 


Hides and 

vhtd 

Uiihti 

lootwiar 

C (impo 

(lar 

(mods 



Skins 

Leaihii 



runts 

mciits 



1972 73 


1525 69 

171 84 

96 83 

4 85 

1 r 

19 61 

1839 99 

1973 74 


1476 48 

168 33 

104 19 

8 0* 

3 07 

48 67 

1808 79 

1974 53 

4 23 

1016 II 

3(15 63 

160 29 

12 89 

8 84 

7126 

1575 02 

1975 76 

1 81 

1343 53 

548 30 

191 82 

9 46 

8 36 

95 27 

21% 74 

1976 77 

790 

1373 56 

1052 24 

257 49 

60 61 

30 51 

122 27 

28% 68 

1977 78 

5 53 

1065 23 

1076 85 

193 56 

150 94 

24 95 

182 43 

2691% 

1978 79 

5 95 

1105 39 

1920 17 

229 29 

178 34 

58 16 

258 03 

1749 38 

1979 80 

5 93 

1057 00 

321094 

294 20 

3-'3 69 

59 38 

373 68 

5368 95 

1980 81 

6 86 

503 34 

2267 88 

337 52 

45068 

5170 

386 37 

3997 49 

1981 82 

4 37 

532 41 

2263 97 

300 51 
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duction of footwear globally notiiuhei at 
the small'Scale level, in India, however, Ike 
growth of the small-scale footwear manuflw- 
turing sector is seriously hampered by tUb 
lack of CO ordinated government policy: 

(1) Imposition of excise duty on units 
annual production value m excess of Ri 2 
million IS considered to be the key bottle¬ 
neck In a small mechanised unit, thu 
turnover level is attained by production of 
80 pairs a day (at the rate of an average pnee 
of say Rs 100 per pair for 250 working d4*X 
But no standard machine used for footwear 
manufacture has a capacity of less than 800 
pairs a day In effect, a mechanised umt is 
subjected to excise duty if it achieves more 
than 10 per cent capanty utilisation The 
rigours ol maintaining detailed records and 
appeasing excise inspectors further com¬ 
pound the problem The measure is an im¬ 
portant factor inhibiting mechanisation 

(2) Exemption from excise duly is not per- 
missibir even to small units manufacturing 
a branded product For instance, if a unit 
IS producing footwear for Bate India, the 
former is not entitled to excise duty beneriu. 

(3) A seemingly irrational discnmmatiott 
between production ol footwear com¬ 
ponents and full shoes has retarded the 
growth of the footwear s^ment of the in¬ 
dustry Manufacture up to the siioe upper 
stage IS not subject to excise duty but the 
moment a sole is attached to the uppo^, the 
unit invites a series of restrictions This has 
prevented forward integration of the units. 
Knowledgeable sources within the industry 
leel that such a restriction has been of direct 
benefit to the declining leather industry m 
the developed countries which still retain a 
stranglehold over design, assembly and 
marketing ol closed footwear 

(4) The small manufacturer faces fm- 
midablc, complex and unmanageable array 
of liiences such as additional, advance; 
actual user, replenishment, speaal, etc. Fw 
instanie, shoe laces and packing materials 
are only obtainable throu^ a replenishment 
licence, trims and embellishments throu^ 
an additional licence and activators and 
adhesives through a cumbersome procedure 
ol special licence 

(5) The licensing policy has not been in 
accordance with the requirements of the in¬ 
dustry Presently, footwear manufacture is 
reserved for the small scale, large units are 
permuted only under an export obligatian 
However, this has resulted in unnecessary 
fragmentation and multiplication of units 
which would run more efficiently if 
integrated 

(6) A glaring anomaly in the import regime 
IS that while most of the machines can be 
imported under OOL on easy terms, import 
of spare parts invites an exorbitant duty; 
sometimes even as high as 175 per cent Tlus 
has had two important implications One, 
Vince the indigenous machine manufacturen 
could not compete with the imported 
machinery, India was unable to develop and 
strengthen its domestic machinery manufac¬ 
turing capability Two, the machines lemam- 
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fi larg^ underutilised on account of dif¬ 
ficulty in getting spare parts. Thus, while the 
sector acquired only an aura of 
mechanisation the foreign machine manu- 
tacturen reaped a rich harvest from the 
government’s flawed policy. 

>(7) Vdue and percentage restrictions limiting 
the REP rates to export value prevented 
iapid grtrwth of foofwear and leather gar¬ 
ment exports which requite many more ac¬ 
cessories than those listed. In the case of 
leather goods, half their value is determined 
by accessories. The value of these embeinsh- 
ments and trimmings is calculated including 
the air freight which limits the scope of im¬ 
ports. For example, import of zip and snap 
festeners was, till recently* limited to 2.S 
per cent of the value of the licence and up 
to. a maximum of Rs 30,000. But long zips 
are essential for boots and value restrictions 
and upper limits on imports only affected 
their Hberal use in footwear. 

The policy of graming liberal export in¬ 
centives in an attempt to increase exports in 
the short term has tended to camouflage 
these systemic weaknesses in the promo- 
tkma] regime. There has been little emphasis 
on increasing domestic production of 
machinery and components required by the 
industry. India’s production base has not ex¬ 
panded in proportion to its requirements and 
the bulk of the components have to be 
imported. 

The net effect of this un-coordinated 
system has been to promote exports in the 
short term at the expense of establishing a 
long-term production base for the industry 
through the development of a strong pro¬ 
duction, capital go^ and input supply in¬ 
frastructure as well in design capabilities. 
Viewed in conjunction with the perception 
that the benefits of improved value addition 
have not percolated to the village level flay¬ 
ing and collection system, it is apparent that 
the opportunity of steady, long-term growth 
is being sacrificed in the frenzied pursuit ol 
immediate foreign exchange earnings. 


Appendi.x 

Industrial change in India has been influenc¬ 
ed strongly by government policy The present 
process of deregulation and liberalisation in the 
leather industry is aimed ai making leather 
manufactuio globally competitive The under¬ 
lying objc^ive IS lo incorporate the latest 
technological developments and respond to 
world market demand without sacrificing the 
twin aims of growth and self-reliance 

From the early 1970s, value addition to 
leather products before export has been the 
major objective. The Seetharamiah Commit- 
lee, consliruied in 1972, took advantage ol 
global changes to make comprehensive recom¬ 
mendations for the future development of the 
leather and leather product industry. It recom¬ 
mended a ban on the export of raw hides and 
skins; quota restrictions on the export of semi¬ 
finished leather; a simultaneous increase in 
finished leather making capacity, and signi- 


. ficant Incentives Tor increasing finished leather 
exports.. 

White the recommendations of the commit¬ 
tee were implemented virtually completely, they 
did not always have the desired impact. 

The next impetus in strengthening the in¬ 
dustry's production base was provided by the 
Kaul Committee (1979). It realised that the 
country's vast raw material stock was insuffi¬ 
cient by itself to promote manufacture of value 
added products. The committee recommended 
liberal capital goods imporu to increase cost 
and quality competitiveness of Indian leather 
manufactures in the international market. Its 
mosi serious drawback, however, was the im¬ 
plicit assumption that the purchase ol 
machinery per.se would lesult in the mechanisa¬ 
tion of the industry. On the contrary, freer im¬ 
port of machinery resulted in unutilised capaci¬ 
ty and wastage. 

The Pande Committee, constituted in 1983, 
made an integrated review of the industry and 
recommended a three-pronged approach for ac 
celeraung the pace of change and increasing ihc 
competitiveness of Indian leather products' 

(i) increase raw material availability; 

(ii) upgrade skills and modernise tcchiiologs, 
and 

(III) make footwear the must important single 
item of export. 

The committee recognised the enormous 
potential of footwear production and sug¬ 
gested measures for the development of the 
industry. 

The evolving regulatory framework has 
facilitated the transformation of a slow grow 
ing industry into a rclalively Iasi giowing 
export-oriented sector The measures under¬ 
taken in recent years include, (i) liberalisation 
of capital goods imports and reduction of im¬ 
port duty; (ii) liberalisation of the industrial 
licensing policy to facilitate the entry of large 
industry, (m) simplification of procedures for 
the import ol components; (iv) latioitahsation 
of export inceniives. and (s) ensuring adequate 
capital flows to enable modernisation and skill 
upgradatton. 


Ndteg 

[This paper forms part of Saurabh, Sinha and 
SanjiV Sinha: The Chaltenge cf ModemiaaiioK 
Deregulation and Recent Developments in the 
Indian Leather Industry, Oxford and IBH, New 
Delhi (forthcoming). The hitter is based on a 
study undertaken by Economic Development 
Associates, at the request of the Mew Delhi 
office of the World Bank. Responsibility of the 
contents is gntirely that of the authors.) 

1 Reportof the Rbrking Croup on Leather and 
Leather Goods Industries for the Eighth 
Live-Year Plan-~I990-9S, ministry of industry 
(deisartment of industrial dmiopment), 
government of India, New Delhi, mimeo. 

2 Ideally, this analysis should be undertaken 
using a composite exchange rate index for all 
the major trading partners of the Indian 
leather industry. Such an analysis was under¬ 
taken in Sinha, Sanjay, 1982, ‘India and the 
International Trade in Handknotted Carpels’, 
Economic and Political l¥eekly. Volume 
XVII, No 48. Constraints of time and 
adequate data availability preclude such a 
detailed analysis here. 

t As consistent information on quantum of ex¬ 
ports is not available, the use of constant 
rupees worth of exports here is a proxy for 
constant quantity. This is based on the 
assumption that if five square feet of leather 
cost Ks 100 in 1980-81 it would still cost 
Rs 100 in 1988-89 A more sophisticated 
analysis which would take account of 
changes in relative value was not possible in 
the course of this study. 

4 Sahasranaman, A, 1989, 'Marketing of 
Readymades in the Wodd Market in 1990s— 
Challenges before the Uather Industry’, 
mimeo 

5 This applies particularly to the development 
ol the trade in shoe uppers, garments and 
other leather goods in recent years. 

6 The 1990 import export policy has remotied 
some ol these stifling restrictions but it will 
take a few years for the full benefit of the 
change to be realised. 
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PERSPECTIVES 


Benefit-Cost of Tehri Dam Project 

A Review Analysis 

B D Dhawan 


rhe time has come to \iew power as an input with wider 
ramifications in the economy at large, and thus appraise power 
projects on the basis of marginal \alue product of power In othet 
words, such projects need be appraised within the Iramework of 
economic benefit-cost anahsis similar to that used in the lusc of 
major irrigation projects as may be well-illustiated in the case of 
the Tehri project 


1 Hk Tehri dam project was conceived in 
1949, and detailed investigations were tai 
ried out in 1963 As the parameters of the 
project have undergone change, wt must 
be cleat about the version being leviewcd 
heic ' It IS the one evaluated by INTAC H 
anil authored bv Vijay Paranjpye an 
economist bctici known in cnvironmin 
tal activist circles as well as lo the prim 
media The locus ol ihc rtv>ew is on the 
sub tiilc ol the INTAC H siudv / \aluatm), 
the lehn Ilam An I xtnukdc osl Henijil 
tppraisal as linallv published in 19S9 
Ihc icvicw I ikes nou ol oiilv on sciious 
icvicw ol this Studs bv kaiiih in ( liopia 
Ills colleague which sin |iicpticd lot the 
dam book cdiud bv me [Dhiwan I99(i| 

kist Ml Ol Pkoim I C osi sni'Ri ii kss 

As pci the proieci pliililcrs report the 
Ichii project is a Rs I ATS cioic invcsimciil 
proposal I loni its Stage I installed 
generating capacitv ol I0(K) M\k (lOtX* 
M\V more lo be added in Stage II) about 
T(XX) million kWh ol hvdcl power would 
be available per year imich ol it to catci 
to the peak load demand in IIP Ihc 
annual working expenses are placed at 
about Rs 2^ eiore Besides hydel powei 
the pioieei would improve on larm in 
come on aboui 06 million ha of area 
alieady irrigated by the (langa canal 
svstem, as also bring 0 27 million ha ad 
diiional area undei irrigation in the same 
canal svstem I he impottant point to note 
here is that newly irrigated area is mostiv 
labi aiea when arable land is likely to re 
main fallow in the absence ol iriigation 
in the semi and plains ol western UP 

The proje*et report expects a net levciiiic 
of about Rs 124 erorc per annum Iroiii the 
sale of power Whtle this constitutes 11 ^9 
per cent on the capital shaie ol the power 
segment ol the project, an important 
point to note is that it acciues to the state 
department under whose aegis the project 
tomes up A BC ratio of 3 49 for the 
irrigation segment is mentioned The 
value of increased farmers’ income from 


the lehii waters is placed at Rs I^H eroie 
Ol theieabouis aceiuiiig wholly to 
tanners and not to the pioje*el authoiilv 
No wonder then these two components 
ot benetils Iroiii the pioiccl lacking ad 
diliMty as ihcv do aie not combined into 
a single measure in the pioteei repoil 

In short the piojcel meets the central 
planners rale d rcnirn ciitcrion toi powci 
pioiccis (above Id per cent) as well as the 
henclit cost laiio ciileiton loi maioi 
II ligation pioiccts tabovc I H)) 

Paianjpve iilihsinL peitiiieiii and not 
so peiliiicnt argiiiiients ai well as data 
base c|iicstioiis ihc alousiid estimates ol 
cosis itlliins hciiclit cost latios etc He 
basically laiscs ihe c ipital costs ot the pio 
) ct cm the I'lic h iiid iiid diasticallv lowers 
the heiielits lioiii irneatioii on the othci 
\s a icsult the viability ol the protect 
V inishts on hotluounts tin rate of return 
on c ipiial III the case e>l Ihc powei seg 
me III eels diiniiiivhcd lo iboiit 6 K9 pci 
cent an I the Bl i iiio lot iiiigation 
seg'mcni cemies down to 1 2S In lad he 
combines the two disparitc eompeiicnts 
ol icliiilis luiiii the fchii pioicct inte erne 
md conclude thil the BC latio tor (he 
whole pioieei IS only 0 “'6 (He clai ns on 
1)113 lint 11)( iilie)e)l iheiui 4 h IS men 
iioncd loi Ihe pie icet in m illidavit by 
the state ol I P in Ih Supreme ( oiiil ) 

More siiecilieallv his ma|oi levised 
estimates aic as Itillows I irst he finds that 
Ihc invcsiineiii cost oi the pieijeci is about 
Rs I 740 eiore about 18 pci cent above 
Ihc piojeci isiimale Itiilv damaging to 
till Tehri ptoicci planncis case is his 
ilieinpi to assess the an rest cosi on in 
vesimenis duiiiig the li vcai gestation 
pcriexi (reckoned al i2 per ccni per annum 
on a compouiidiiit basis) As he capita 
hscs these inieicsl charges the capital eosi 
ol the pioieet shoots up lo neailv Rs 3 023 
tore (loin tilths iieiie than Rs I 74()crore 
nvesimeiit ouiLy) 

On (he bcnelit side he leaves intact 
gloss icVLiiiie figure from salt of powei 
but enhances the working expenses Thus 


the net revenue from power diminishes 
marginally (by 2 per cent only) However, 
he brings down the benefits from irriga¬ 
tion to Rs 6S erore, a reduction of (he 
ordci of Rs 93 erore 

kanehan Chopra while leaving un¬ 
touched Paranjpye's estimate of income 
benefits from irrigation, concentrated 
inter aha on his estimate of benefits from 
hydel power Throwing ovei board his argu¬ 
ments, which are very weak indeed, she 
proceeds to revalue hydel power at 82 in¬ 
stead ol 48 paise per kWh This higher 
price IS the resources cost of generating 
thermal power in UP, an alternative to 
hydel power development in the state But 
departing from Paranjpye’s rather tradi¬ 
tional or a bn outdated procedure of com¬ 
puting undiseountcd benefit cost ratio, 
she does a standard BC analysis in wthich 
a discounted BC ratio as well as an 
csiimiie of internal rate ol return fIRR) 
IS obtained In her words “ we did our 
own calculations using UNIDO metho¬ 
dology and social prices obtained by 
giving distribution weights M dilfeicnt 
commodities and to dillereni category of 
consumers’ ' (C hopra 1990, p i89 J bo, 
hci BC ratio comes to 0 87^ but with an 
IRR of 10 38 per cent and Paranipye’s 
conclusion of unviabilitv of th< project re 
mams undisturbed 

A CRiiiyi i 

Professionally, I have been time and 
again laising the uneonveniional view¬ 
point that benefit cost analysis is essen¬ 
tially speculative in character, notwith 
standing the valiant efforts ol economic 
theories to minimise Ihe speculative 
element The room tor speculation rises 
manilold when an evaluator or BC analyst 
IS motivated one way or the other While 
(iiojeel promoters are known to oversell 
a proiect bv undei placing project costs 
and overpilying its benefit side econo¬ 
mists ici'd to be conservative in this area, 
thai IS they tend to overdo on the cost side 
and underplay Ihe benelits II lehn dam 
project pionioters can be charged with 
selling an uiiv lable project to the centre, 
Paiaiiipyc cannot escape a like charge in 
the leveise that ts killing probably a 
vuible projeci as shown below My 
ciiticiue centres round (a) a close look at 
the on larm benelits ol irrigation, 

(b) methodology of BC analysis, and 

(c) the problem ot valuation ol benefits 
Irorii hydel powei I shall begin with point 
(c) lirsi 

Paraiiipye has goofed up in utilising the 
economic theory of pricing on the one 
hand and showing little understanding of 
the demand tor eleetneitv in the economy 
ol Uttar Pradesh on the other While 
under monopoly conditions a firm can 
overprice its product, over and above its 
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resource cost, a public utility is prevented 
from doing so This is true the world over 
UnderpriLing of power and irrigation in 
India IS well recognised, and the State 
Electricity Board of Uttar pradesh is no 
exception in this matter In fact, 
ParunjpyeS own calculation for Tehn 
power IS that it would cost 73 paise per 
KWh in generation alone (p 65, item 6 in 
the tabular data) whereas it would be sold 
only at 48 paisc per KWh How then can 
he make the following preposterous state 
ment "Since the government is in the 
position of a monopoly producer, it has 
been passing on the highei costs of 
generation to the consumer, unilaterally 
raising prices” (p 63, 3rd para) 

As regards his understanding oi the 
power position in UP, the less said the bet 
ter Blithely forgetting the distinction 
between ‘demand for a good' and ‘actual 
consumption of that good’ (the lattei is 
less than the former in a regime ol scar 
city), he unwarrantedly makes the tullow 
mg observations 

We also teel ihai the enugs loneasis pro 
vided by Ihi authorities lu justify the need 
lor building a peak station are osLiesiiinaies 
lor insiance, in 1983 84 9 642 < million units 
ol energy were consumed in UP wlisn ihs 
actual production was II 683 2 million units 
But m t98S 86 ihc aulhofilies especi that 
the demand will be 21 369 million uniis 
These estimates further assume that demand 
for energy will grow at a rale of 9 per cetil 
pel annum whereas the dtmand has grown 
only at 4 8 per cent pci annum between 
1973 74 and 1983 84 (emphasis added p64) 
When power is in short supply (and 
when It IS underpriced also), the hiatus 
between actual consumption and demand 
IS bound to be wide Therclore, the rate 
of growth of actual consumption of power 
IS no measure of likelv rate of growth in 
demand tor power Knowing as 1 do know 
how power shortages have been hamper 
ing tubewell irrigation both within piivaie 
and public aegis in UP I am really 
astounded by Paranjpye s perceptions on 
power needs There has been a veritable 
explosion in tubewell irrigation in the 
state the number of shallow private 
tub ills rose from 3.(XX) in 1950 3| to 
3,53,000 in 1973-74, 15.86,000 in 1984 85, 
and nearly 24,00,000 in 1989 90 It is 
because of power shortage that farmers 
had to opt for diesel pumpsets, whose 
number in 1989-90 was nearly I9,00,0(X) 
as compared to only about 600 electiic 
pumpsets 

Even so, the consumption of power in 
state’s agriculture sector in 1986 87 stood 
at 99 75 GWH (average price realised - 
27 paise/KWh), constituting 37 per cent 
of the total state consumption ol power' 
The power shortages however, prevented 
electric tubewell owners from undertaking 
the needed irrigation * lor example, a 
survey of 230 electric tubcwells in 1%3 84 
show^ that their owners could not ii 
rigate their mam crops of wheat, sugar 
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cane and paddy up to the levels recom¬ 
mended by farm scientists (see the table 
lor details) 

As regards C hopra's valuation of hydro 
power at the resource cost of thermal 
power. It makes sense in the context ol 
cost effectiveness, that is, while making 
a choice among techniques of pioduction 
with the tacit assumption that product re 
mams the same (or exact substitute) in 
each technique That is not so in the pre 
sent case as hydcl power stations (backed 
with storage reservoirs) are well suited to 
meeting peak power loads in power 
system Tor this reason, such flexible 
power needs to be given a higher price tag 
than thermal power where the average 
(unit) cost ol power generation becomes 
lowci only because of high rate of Capaci 
tv utilisation (i c, ‘plant factor') due to the 
use of thermal stations lor meeting the 
base load of a power system 

I he time has come to evaluate power 
pioiecis with fullei economic cost benefii 
criteiia Such a change in criteiia from 
latc ol 'ciurn criterion to cost benefit 
ciitciion has already taken place in the 
case of itrigation protects after in 
dependence I his transition was com 
mended bv the veteran economist D R 
Ciadgil a pioneci in evaluating major ir 
ngatioii woiks in India In fact this ap 
proach IS relevant I ir all public investment 
proposals where bciielits to the ectiiiomv 
at laige far evcced the departmental net 
returns on such iiives'ment I think that 
electric power is in that class As an 
infrastructuial service par excellence, pro 
jccis providing ptiwer need to be apprais 
ed by pi icing powei at its marginal value 
product in the economy This value today 
in UP IS far more than 82 paisc KWh 

Mv second niajoi comment pertains to 
Paranjpye s re measurement ol irrigation 
benefits, an area of central concern in my 
reseaich work of nearly last two decade■> 
Since I have been writing fur lung that 
such benefits have been undetassessed m 
the Indian benefit cost exercises, 1 am 
iherelure, impelled to look closely (and 
harshly) at his substantial downward rcvi 
Sion of the Tehii project planners estimate 
in this legard I find that instead of re vis 
ing the benefits downwards, he ought to 
have enhanced them upwards I do nut 
wish to boK leaders with the tedious 


calculus in this regard Here, I present the 
thrust of my two-fold argument. The first 
IS about the direct output impact of any 
source of irrigation In working out this 
impact (and the resultant income and 
employment effects), a simple differenc 
mg of irrigated and unirngated yield data 
would understate the output augmenting 
role of irrigation |Dhawan 1988, chapter 
3J 1o avoid this underassessment, I have 
suggested one summary procedure and 
one season-by-season measurement In the 
latter procedure, one computes the out¬ 
put augmentation separately for each crop 
season (kharif crops, rabi crops and sum¬ 
mer crops) and then add them up In the 
summary procedure, oni uses the seasonal 
orientation of an irrigation source to 
measure the excess of aggregate irrigated 
yield ovei aggregate rainfed (unirngated) 
yield If ‘K' stands for the proportion of 
crop area under khaiif irrigation, the yield 
impact (from the viewpoint of output 
augmentation) Y, -K Yp, where Y, and 
Y„ stand for aggregate irrigated and unir 
rigated y icid, respectively ‘K’ for the0 27 
million ha additional irrigated area for 
Tehii dam protect is nearer zero (0 08 to 
be precise) because only 0 021 million ha 
out of total 0 27 million ha of additional 
irrigation is from khartf sugarcane Thus 
ihe Tehri protect planners are justified in 
assuming that the entire additional net 
outpui/incomc from 0 27 million ha area 
(placed at Rs 64 crore Mde statements 
I and 2 of Table IV on p 83) is additional 
benefit from the project Therefore, 
Paranjpvc s contention that it should be 
reduced by Ihe estimated value of about 
Rs 44 crore (vide calculus shown on p 78) 
presently realised from 0 27 million ha is 
invalid *' With this modification alone, 
Ihe irrigation benefits as estimated by 
Paranjpye would move back to about 
Rs 109 cioie 

I he second aspect of my argument per¬ 
tains to indirect output impact of canal 
waters through substantial increase in 
groundwater recharge that sustains more 
ol groundwater based agiiculture in low 
rainfall regions having naturally poor 
groundwater availability As this indirect 
output impact can be as much as the 
direct output impact [Dhawan 1989, 
chapters 6,7 and 9|, the true on farm in 
come benefits can be twice as much as the 


rvHIl CKOICMM \NI) Pic IONWIM NiVIHIKOI WslIKlMCiSHl PKIVAII llBIWLlI OWNIKS 
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diKCt ones. Since the western UP area to 
be se^ by the 'fthri project is a low rain¬ 
fall area with poor groundwater recharge 
from rainfall infiltration, it would be 
defensible to raise ceteris paribus the 
on-farm income benefits of the project to 
a level of about Rs 200 crore (Rs 43 crore 
above the level estimated in the project 
report, and Rs 136 crore above the level 
measure by Paranjpye). 

Finally, I would like to comment on the 
improved methodology employed by 
Paranjpye. One cannot fault him with his 
attempt to reckon with interest charges of 
the project gestation period. Despite his 
use of annuity approach to annualise 
capital costs, he remains within the tradi¬ 
tional domain of undiscounted BC 
analysis. A major lament of the Indian 
economists (since the publication of the 
Indian Irrigation Commission’s report in 
1972) against the government BC analysis 
has been its undiscounted nature, whei^y 
the stream of future incomes after project 
completion and the stream of incurred 
costs of the project gestation period are 
not brought to comparable present values 
or worth. In an undiscounied analysis, the 
annual value ol the incomes from a pro¬ 
ject IS simply divided by annual costs 
(one-shot capital outlay is annualised by 
applying an interest rate plus a deprecia¬ 
tion rate, and this ‘fixed cost’ is then 
added to working/rectirring expenses per 
annum), so as to obtain a BC ratio \shich 
IS then adjudged against a cut ofl \aluc 
(e g 1.5 IS now the cut-off value for majoi 
and medium irrigation protects in Indw) 
Had discounting been done and the pre 
sent value of income benefits divided bv 
the present value of [iroject costs, the B(' 
ratio so obtained would be adjudged or 
appraised against unity. Thus, it is clear 
that an undiscounted BC ratio, when ap¬ 
praised against a value set above one (e g, 
1.5 for major irrigation projecc.s), is not 
all that improper. The procedure implicitly 
recognises (a) the quick and easy manner 
in which undiscounted m-a-m dis¬ 
counted BC ratio is woiked out, and 
(b) the time lag between the two streams 
of costs and benefits.^ Now that com¬ 
puter facilities are available rather readi¬ 
ly and pervasively, prudence should 
prevail over pragmatism, that is to say, dis¬ 
counted BC ratio be computed—this ob¬ 
viates the need for any cut-off norms 
against which BC ratio is to be appraised. 

Summary 

INTACH evaluation report by Vijay 
Paranjpye is rather faulty. He comes out 
with an (undiscounted) BC ratio of only 
0.S6, indicating negative returns from the 
investment in the Tehri dam project. His 
separate evaluation for the power and ir¬ 
rigation components reveals (a) a rate of 
return (RR) of 6.89 per cent on investment 
in power segment as against 11.59 per cent 
anticipated in the.2Aii^ project report, and 
(b) a BC ratio of 1.28 as against the antici¬ 


pated value of 3.49 (revised to 4.8 in an 
affidavit filed in the Supreme Court). 
Evidently, both the BC ratio and the RR 
are below the planners' criteria for major 
irrigation works (undiscounied BC ratio 
of at least 1.5) and power projects (RR of 
at least 10 per cent) in the case of 
Paranjpye evaluation. 

Kancban Chopra’s reassessment of the 
value of power benefits from the project 
at 82 instead of 48 paise/KWh gives a dis¬ 
counted BC latio of 0.87, with internal 
rate of return (IRR) of the order of 10 per 
cent. She uses the improved UNIDO 
methodology, wherein due distributional 
weights are assigned to different benefi¬ 
ciaries of a project. She has, however, 
undervalued hydcl power by valuing it at 
the resource cost of thermal generation. 

Time has come to view power as an 
input with wider ramifications in the 
economy at large and thus appraise power 
projects on the basis of marginal value 
product of power. In other words, such 
projects need be appraised within the 
framework ol economic benefit-cost 
analysis similar lo that used in the case 
of major irrigation projects. 

Irrigation benefits from Tehri project, 
according to this author, have been un- 
warranledly scaled down by Paranjpye in 
his cumbersome exercise in re-evaluation. 
These are, in fact, not fully measured even 
in the Tehri dam report. A common er¬ 
ror 111 cost benefit analysis in India has 
been to ignore tremendous increase in 
groundwater-based farm output due to 
seeped-in canal w-ateis in low rainfall 
tracts. 

I he doubt cast on the economte viabili¬ 
ty of the Ichri project by Paranjpye is not 
well founded m tacts. How far rise in pro¬ 
ject costs—because of modifications in 
the dam structure so as to insulate eflcc- 
tively the dam against seismic hazard— 
might make the project uneconomic is still 
unexplored II such insulation cannot be 
achieved, itie project becomes unstable, 
technically and not economically. 

I Based on paper presented for ihe Seminar on 
Social Cost Benelit ol Hydro hlectric Proja-ts 
in Hills, held during May 7 lo 9 1991 under 
HI PA auspices at Shimla ] 

I At ihc very outset two things need to be 
stated I'irsi, ihc ca.sr cho.scn here is a 
multipurpose project, yielding benefits both 
m the shape of hydcl power and irrigation. 
Yet, It is widely viewed as a hydel project 
because it is primarily conceived as a power 
augmeniing scheme (an analogy in the 
reverse is the multipurpose Bhakra Nangai 
project planned primarily for irrigation 
augmentation). Second, it is not my objec¬ 
tive to pass here any final verdict on this 
highly coniroversial big dam project. That 
verdict cannot rest solely on benefit-cost 
ratio of the project, however sophisticated 
may be the BC analysis. On the one hand, 
Ihe seismic hazard prised by this project 
needs fuller investigation by technical ex¬ 
perts. If either by thickening the base width 
' of the dam (as per the Russian advice), or 


, ■ , ■ M - .--jf, 

by towering the height of the dgntilWe*'^ 
seismic hazard could m brou^t witluitlK^ 
ceptable limits, the benefit-cost rttio has to 
be reworked with enhanced costs/reduced 
benefits. 

2 This percentage is thrice mentioned on 
pages 42, 65 and 137. Yet, something is 
amiss with it, because the underlying exer¬ 
cise data on p 65 would suggest a rate of 
9.59 per cent (Rs 12,121.81 lakh as per cent 
of Rs 1,26,431.34 lakh). 

3 Power is given a weight of 1.2 as it is in short 
supply in the economy. Further, consumers 
of power are given a weight of 0.8 and of 
irrigation water a weight of 1.2. 

4 If wc were to work this ratio by the 
methodology of Paranjpye (without distri¬ 
butional weights), the BC ratio would be 
0.83 when power is priced at 82 paise/KWh. 

5 Power consumers in other sectors of the 
economy know too well how power needs 
of agriculture sector come to acquire prio¬ 
rity at sowing and maturing stages of crops, 
thereby leading to a spillover effect of power 
shortages in agriculture. 

6 In a flat, horse power-linked tariff, lubewell 
Owners are expected to cross the level of 
recommended waterings for crops like 
sugarcane and paddy 

7 Here I am reminded of K N Raj (of Delhi 
School of Economics and associated with 
Ihc formulation of the First Five-\fear Plan) 
questioning the investment in Bhakra 
Nangai as he could not foresee the value of 
its huge power output for the economy of 
Punjab—the state has been experiencing 
power shortages since the green revolution. 

8 Paranjpye does not realise that his method 
of estimating this number is grossly in error. 
He has assumed it to be 44.7 per cent of 
Rs 9829.28, the estimated value of net 
income from 6.04 lakh ha of already irriga¬ 
ted land. And 2.7 lakh ha is exactly 44.7 pw 
cent of 6.04 lakh ha. By this method, he is 
assuming that each unirrigated ha gives an 
income of Ks 1,627, which is too high (for 
an irrigated ha his figure averages only 
Rs 2.387). 

9 A measure similar to simple RR (rate of 
return) on investment in an industry is Ihe 
IRK which duly takes care of this time lag. 
A simple RR is net revenue as a per cent 
ol capital outlay or investment. Net revenue 
IS the excess of annual gross revenue over 
annual working costs plus depreciation 
charge. It can be shown that larger the time 
lag. the higher is RR over IRR jOhawan, 
I982|. 
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REVIEWS 


State and Industry 

Suma S Alhr«*y«* 

The Political Economy of Indian Sugar: State Intervention and Struc¬ 
tural Change by Sanjaya Baru, Oxford University Press, Delhi, 1990, pp 225, 
Rs 175. 


DETAILED industry studios, examining 
aspetls of polity and the pattern of growth, 
are always of interest to lesearthcrs and 
Students This is bctausc such studies 
demonstrate the signititaiite ol industiy 
specific factors, and Ihe often complex in 
teraction between these and elements ot 
policy The pattern and problems ot growth 
can then be scon as a fall-out ol this inicrac 
lion Sanjaya Baiu's book is a valuable study 
for this reason It's attempt is ‘ lo ex 
amine the contemporary o> onomic and tech 
meal pioblems facing the |siigat| industry, 
in the context ol its hisioiv and the extant 
social and political milieu in which such pro 
blem' have to be resolved’ 

The first threx; chapteis of the book 
theiefore, are concciiicd with tracing aspects 
ol the evolution ol the sugat industtv in ihc 
colonial period following the imposition of 
prohibitive tariffs in I9f2 osicnsibU to 
"promote the cultivators ol sugar.anc the 
growth ol the sugar (milling) mdustiy was 
slow The poor quality ol sugaicaiic, ii 
regularity ot cane supply and flic pooi 
recovery ol sugar from canc (both due lo 
poor machinery and quality ol canc) wcic 
the mam obstructing tactors State policy 
towards the industiy had two mam elements 
vu, the imposition ol mipoit duties on 
foreign sugar and minmiimi pi icing policies 
for the benclii ol the giowcis ol sugarcane 
Improvement ol canc varieties through ilic 
1C AR was also attempted 
The initial growth ot the industiy was 
concentrated regionally in the areas ot Uttai 
Pradesh and Bihar Ihc inicrcsis of these 
firms were reprcseiiied in the Indian Sugar 
Mills Association (ISMA) 1 he spread ot it 
ngation, encouraged the cmetgcncc ol lower 
cost sugar mills in the Deccan I he interests 
of the ‘older’ Uttar Pradesh and Bihar lirms 
were severely threatened by the manulac 
turers from the Deccan Alarmed by this and 
by falling sugat prices, members ot ISMA 
sought to stabilise prices and protect market 
shares through the formations ot a caitcl 
The fndian Sugar Syndicate was formed in 
1937 and recognised by the government T his 
policy of freezing market shares was ot 
course opposed by the more competitive 
mills of the south The rapid escalation of 
sugar prices and the presence of firms who 
could under-cut prices outside the cartel 
ultimately led to the disbanding ot the 
Syndicate 


Anothei arena ot growing conllict that 
was between the miller and the giowcr As 
peasants stalled becoming mote vocal and 
iiniests acquiicd political backing some 
concessions had lo be made, and minimum 
puces le>i siigaicanc lixcd with iclercnee lo 
iccoyeiv levels was one ol them Conllict 
between giowcr and millci iniciesis were 
inoie a leaiiiie ol the northein mills who 
cncounicrcd a given piesduciion stiueiuu ol 
sucaicdiit unlike that ol mills in the Dee 
can laigc mills in the Deccan had then own 
sugarcane ‘aims and laiei with the growth 
ol CO opcialiv ‘s the distinction heiwccn 
miller and giowci collapsed completely 

The test ol the book ehaptcis IV to IX 
IcHiks at the policies towaiel ihe snjai in 
diisliy in the post indeiieiideiicc period and 
Ihc assiKiated siiueuiial changes in the in 
diisiiv Ihc main elements ol stale poliev 
lowaid the indiisliv wcie 
ti) conscious ciiconiaicmcnl ol cheapci 
mills III Ihc Deccan nr the co opcialive 
sector ihromh hccnsine’ policy 
(II) modcimsation and icliabililalioii ol ihc 
exisiitig private secloi 

(iii) cicaiionol piociiicincni zones to issntc 
icenlu cane siipplv lot niillcis comlrin 
cd vviih a niimmnm pi ice assnicd to 
ciovvcis erl sm itcaiic and 

(iv) piicc Old disiiihution coniiols ovci 
sui ai 

I hcic were elements ol chain c and con 
itiiiiilv liiilhci expansion ol the nidiisiiy 
was decided in lavoui ol Ihe co opetalivcs 
III the Deccan I he tieh larinci inictests that 
iiltiinatcly dominated co opciaiives lound 
pohlical power and patronage hv then ,iip 
|vort ol the tiaiional movement (iicatci at 
tcntion was pud to canc eiowci lainici in 
teicsis Undoubtedly ihcv were the consc 
qucncc ol a changed political milieu Ihe 
syndicate ol 1937 was icpiaccd b\ govern 
merit controls over price an I distiibiilion of 
sugar Ihcoldei mellicnni liinis wcic pio 
iceled and loreed lo modernise 

Ihe imp.ict ol this had been lo bruit 
about some structural changes in the in 
dustrv Pimeipally Baiu isolates ihiee stiuc 
lural changes 

(i) a change in the location liom Uttar 
Pradesh, Bihar to the Deccan stales ol 
Maharashtra, Andhra Pradesh and 
Ixarnataka, 

(II) a change in the pattern of ownership 


with co-operatiyes becoming more im¬ 
portant, and 

(III) an increase in the number of large mills 
and u ucelme m the numbers ol smaller 
mills 

While (I) and (ii) may be understood as 
a direct consequence of state policy, the third 
change is not so easily understood This 
forms the point of departure for an extreme¬ 
ly interesting discussion on scale, profitabili- 
IV and diversification in chapter V Though 
ail inverse relation between size and unit cost 
IS evidenced hv cioss sectional data, the 
lareest mimbei ol mills is in the middle and 
not the large capacity category I he reason 
why potential economies ot scale are not ac 
lually leaped bv most firms in the industry 
IS overcrowding (due to (he absence ot bar 
riers to tiitiy) which tends lo increase the 
dination gap between canc* supply and pro 
ccssing The larger the duration gap, the 
gicatct the driagt ot canc Ihc lower the 
rcxovcis |Krccni.igc and Ihc highci llte actual 
unit costs 

1 ocatum also appears to be important m 
csplaimng costs I ven large scale nulls have 
hic'li costs III Uiiar Piadesh and Bihar This 
IS heeaiise nulls in (he si legions lace a cane 
supply eneiiormierit which is pre determined 
in lerins ol qualitv and siruelure This is 
unlike the eo oivciaiives in Maharashtra, 
wliere sugarcane laims are set up to supply 
cane to the mills 

Because an uptH.i liniil to protitablllty 
iiliiinaicls gets lieteiinined by cane supply 
eomlitions and p lec coniiols tlfcclivciy 
restrict ilic liims ability to prevent an 
ciosum ot then protii,ihilitv diveisification 
IS (.oiniium to all the Inins in the industry 
1 Ik compulsion todivcisily tor lirnis Irom 
I iiai Piadcsh and Bihar came Irom the 
eliieel thtcai let them Irom the cheaper 
Deccan manutaciuieis Here the discussion 
ol diveistlication cm the pait ot the newer 
liims liom Maharashtra. Karnataka and 
Andhra Pradesh is somewhat bnet and sum 
mais and leaves the reader with a sense ol 
wanting more 

Ihc discussion on cooperatives and 
private mills IS interesting and informative 
Mills in Uttar Pradesh and Bihar are largely 
piivatc sc'cloi mills and the Deccan state* 
ol Maharashtra, Andhia Pradesh and 
Karnataka have several successful to 
operatives However, in these Deccan state* 
there arc also a sizeable pumber of private 
sector mills Is there any difference in the 
I riormanee ol private sector mills in these 
legions'' Why/why not"' A major factor ir 
the success of to operatives has been thi 
absence ot the uncertainties that the miller' 
grower disjunction poses But this is noi 
necessarily true for all the private mills ir 
these Deccan states Further, some dau 


20S0 


Economic'and PoUtieal 3KtokIy Auguit 31, 199 




which compares the performance of private 
and co-operative sector in the major sugar 
producing sutes revealed better capacity 
utilisation by the private sector in Andhra 
Pradesh, Ihmtl Nadu and Uttar Pradesh 
However, in Karnataka and Maharashtra the 
co-operatives showed better capacity utilisa 
non* Pursuit of some ol these questions 
may yield useful insights 

Only one aspect of technical change in 
this industry, vi/, the growth ot cflicicnt 
large-scale plants and modernisation ot 
plant and machinery is discussed The com 
pulsion to modcriiisalion and therefore 
technological change came about as a con 
sequence ol stale intervention rathei than in 
the absence ol it But the discussion on 
economies ol scale suggests scvcr.il in 
teresiing questions lor technological chance 
in the industry Cnven that economics ol 
scale are not always actuall. lealiscd, is there 
a tendency or attempt to dc scale tcchnologv 
III sugar machincrv’ With price controls 
protiiabilitv may increase with better 
recovery How has the industiy responded 
to this' Perhaps all this is not really within 
the locus ol the study, ei/ state mtciventioii 
and structural change Ncivcrthclcss they aic 
suggested by the preceding discussions 

Chapteis Ml and VIII locus spceilicallv 
on pi icing policies towards sugar and sugar 
cane Prices ot gui set the notional floor to 
sugarcane prites and those otIcicd by the co 
operative sector the cciliinr Prisatc inilK 
usually pay the statutory minimum price 
which lies bctwe'cn the two Ihe principal 
preoccupations ol sugauane pricing peshev 
have been to maintain the balance between 
growci arid miller interests and second!' to 
provide ineenti'cs tor improvements in cane 
quality Ihe latlci has been inadequately 
full died 

Inyeaisol excess demand piiccs ollcrcd 
by the gut manulacluiers lot sugaicaiie uo 
up and sugai millets aic unable to attiaci 
cane supplies bexause ol controls osci sugar 
prices hy control sugar i>ricc ai all' Baru 
argues that the demand loi sugar ciriai ates 
principally horn urban and scini lural areas 
In periods ot excess demand loi sugar land 
Ihereloa sugatcanc), si'ic nricivemion is 
necessitated by the demands ot the con 
sumer, in order to prevent prices liom iis 
mg In periods ot excess supply to prevent 
a slump, producers of sugarcane and sugar 
demand state intervention full control ol 
prices would necessitate biirtei stocking and 
export opera'ions ol large magnitudes A 
system ol partial decontrol with a two-iiei 
system of pricing (levy and tree market) is 
therefore preferred 

The last Chapter ol the book is perhaps 
the most interesting, as it discusses the 
various hypotheses about output Huctua 

* See M Y Khan, ‘Physical Performance ol Ihe 

Sugar Industry’, RB! (hiasional Pupen, 

1988, Volume 9, Number I 


tions that are a characteristic of the sugar 
industry These have often been accom¬ 
panied by instability in the acreage under 
sugarcane *( obweb’ type explanations 
which try to relate acreage shills to fluctua 
turns III sugar and sugarcane puces and 
ultimately to sugar production have been ol 
lered earhei Baru however modifies these 
earlier arguincnis to account lor Ihe limits 
imposed bs and on state intervention Both 
sugar and canc puces have a fixed and a 
flexible dement I he fixed element is not 
sensitive to excess demand oi supply 
conditions and while the spot Ilex price dcKs 
ad(usi II mav induce an output decision that 
may not be cleared in the maikct at the 


IN .iddition U) being clannish do Indians 
oversi ascxhtbii a tiait ol ethnic suptiioriiy 
towards ixoplcs ol other races and cultures’ 

\ dilticull que tion But Ahmed Ah who 
servcxl as i immsici m Sir Ratu Maras 
Alliance Paiiv uoveiiinicnt is unequivocal 
in his answci Hi points out that the lirsi 
Indians who aiiivcd m fin as indcntuicd 
labourers or ciimitiva' weic cxira carelul 
m keeping then disian e from the indigenous 
people I hey relciied to I tp ins ,is c innibals 
Ol iimgalecs (both deioe'iloiv terms) 
which m Alls vieve icticeted a typically 
arrogant aiiiliidc ol one cultural gioup 
lowaids anoilicr based on ignorance and 
prciudicc I man icspoiiscs were hostile 
|Ahmcd All I'lSbl 

Pran Naih Seth yuthor ol the bmik under 
icvicw has little patience vitli such lines ol 
aigiiment In his opinum all ol the 60 IKK) 
Indians who came to woik on I i|i s sugar 
plantations were paiagons ol virtue In 
three generations' luns his I’relace they 
changed the iacc ot then iidoptcd country 
liom a community ol tubes onstantly 
lighting with cadi oihci to a land ol 
plenty Ihcsc Indians ‘created new 
Wealth whi te none existed" In short they 
saved the I ijians boiii cxtcimmation and 
exploitation bv the I uropeaii sctticis” (p 20) 

W hat about the I inans' C omp.ucd to the 
Indians, why did they not do so well in then 
eswn country' Bec.iuse says Seth, they ‘did 
not have the aptiiiide o perhaps the capa 
city loi harctwork ‘ (p 127) Ihcv were 
originally-here the author quotes some 
early missionaries—‘treacherous cannibals ‘ 
who offered Ica'ts ol human llesh on every 
important religious and social occasions (he 
gives the rexipe as well'), and when Fi|ian 
warriors returned from coastal raids, their 
wai canoes had “children hung by their leet 
or hands Iron) the sails as a symbol ol vie 
lory over their enemies” (p S) 


future price level. Thtk ii the source ot hk» 
stability Structural factors such as the 
downward rigidity of fix pneCs may trjuisiul 
the wrong signals and precipitate crises. 
Though state intervention can avert sucl 
crises, there aie limns to it and in any case 
markei unceitamties cannot be completgl] 
eliminated Ihe hisioiical and structure 
spcciliciiy of this explanation is stressed. 

All m all, the book is well written am 
lucid It IS also a good example ot lh< 
usefulness ol the method of politica 
exonomy in the study of industry and, unllki 
seveial other industry studies, it is almos 
nexer a boring collation ol lacts Student! 
ol indusirv should luui ii cxtiemely useful 


Among these savages" Indians lived and 
bv tluir “haid work and dedication” pro¬ 
duced new wealth whcie none '■xisted But 
thev laced racial discriminaiion first, the 
I Ilians retused to pan with il cii land which 
Indians cultivated on short leases 1 hts was 
noihine vciv unique the colonial ad- 
nimistration in Kenya debaro d Indian sci- 
ilcis liom owning land But Seth is incon¬ 
solable nine and again he leiurns to the 
theme Moic than KO pei ct iii ol the sugar 
lariiiinG was in Indian hands but they had 
no rmhi to own the laud, per cent of 
which was not alienable I hey were given 
shoit leases ol 10 seals which kept them in- 
eeure (p ^1) 

I III Indians wcie also politically 
diseiiminatcd but when they made good to 
loim a eoaliiion government with Timothy 
Bavadras laboiii I'aity the army interven¬ 
'd and upset their gams, Ihis, concludes 
Seth IS blatant racism ‘ 1 he present lulers 
ol I III he laments, ‘want all kev positions 
in I iji including picsident prmu minister, 
home minister as well as aimy chief and the 
pe'hcc ehict to be exclusively eaimarked foi 
eihnie fiiians In the lower House, they 
want deymmani inaioiity (7(> per cent) and 
III the Upper House complete control ol the 
lijianv reducing ihc status ol Indians to 
second class citi/ens—a new tvpe of 
apartheid- racial disciimmation as bad as 
III South Atiica' (Piclace, p xi) 

I his makes up a formidable charge sheet, 
but Seth—a piiy ' - gets some ol his facts 
wrong I irst, the post coup civilian govern¬ 
ment ol Ratu Mara (as constituted on 
December S, |9g7) includes two Indian 
ministers, second, Indian judges, editors and 
professionals continue in their jobs as do the 
shop keepers and farmers, third, no Indian 
can be army oi* police chief because Indians 
voluntarily refused to enlist in these services 
so that “Fijian youths had military roh 


Prejudiced View of Fiji 
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moaeis lor ineir conuaeration wnerras 
Indians did not”, fSaffu 1990] and, last, the 
Fijian upper house has always been under 
complete control of the islands’ paramount 
chtef^s 

The charge that Tiji is creating a new type 
•f apartheid—“as bad as in South Atriia'—is 
absurd because South Africa till date does 
not give franchise to black Africans whereas 
Indians can become ministers in f iji 

Seth’s utterly prejudiced version ol the 
Fijian paradise being in peril would not have 
occasioned tunhci review but lor the fact 
that It mirrors closely the olficial mind of 
India like him the Brahmins in New 
Delhi’s South Block rushed to inicrpicl the 
post coup events in Suvi in purely tacisi 
terms vi/, Indians versus I iiiaiis I hty r ised 
about “institutionalised racial disciimini 
non” without even once cnciuiiinj, how 
Sitiveni Rahukascoup aliccted dilfcrent sec 
tionsol the 1 1 pans \^erc all I i|ians happy' 
Who gamed who lost > Ihe toseinmcni ol 
India called lor the rcsioraiion ol the 1970 
Constitution which inlici insiiiuiionalis 
ed racial franchise in Fin It contained 
observes a scholai ol Papua New Cniiiic i 
“undemocratic and illibcial prosisions such 
as communal electoral rolls unequal com 
munal representation cnircii hed chiclls 
dominated institutions and prosisions pio 
tecting pre democratic customs ctisiomars 
rights and land |Satlu I990| 

in 1970 Indians in Fip opposed these pro 
visions, in 1987 the governineni ol India held 
them indispensable lot the icsiontion ol 
democracy Must it learn noihuit. Iiom 
history' But it fouled the picsini as well 
when in an inebrious puisuii ol iciivc 
diplomacy special ciivovs ol the pi line 
minister flew to Ixmdon ( anbeiia ind Well 
inglon to energise them into takiiig punitisc 
action against Suva For the lust tunc 
claims Seth, India stood solidly bv in 
overseas Indian community wtthoui cuilt ot 
apology A new policy lowaids ovciscis 
Indians was born on accoutii of the I i)i 
crisis ’ (p I5S) 

But even Sc Ih admits that lot all prac 
tical purposes I ip rcpicscnts a colony ol 
Australia and thrives on Australian ind NesV 
Zealand imports Besides these two coun 
tnes, then: aa about 50 companies oiiciating 
in Fiji which arc registered in UK and seven 
other countries Would they have paid any 
heed to India s plea' I ven the Vancouvci 
Summit of the ( ommonwcalth (Ociohcr 
n 17 1987) tailed to buy the Indian version 
that Suva was practising racial disciimina 
tion It agreed, howc'vti to lapse lips 
membership on the technical ground that as 
a republic it should reapply tor membeiship 

The two coups ol 1987 were not parti 
cuiarly aimed against the Indo Fipans 
though Rabuka and the men behind him 
purposefully drew attention to the so called 
’ Indian threat in ordci partly to appeal to 


Fijian ethnic sentiments and partly—or 
perhaps more importantly- to cover the real 
motives behind their action Both aspects 
require some elaboration It cannoi be 
disputed that the predominance ol Indians 
in Bavadra’s cabinet (7/S) generated great 
uneasiness among the Fijians Given the 
communal composition of franchise this 
reaction was not unnatuial Besides notes 
an anthropologist Caroline Henning Brown 
there existed a balance ol powei philosophy 
in Fiji that Ihe Indians lun the economy and 
the fijians run the itovciiimcni and the 
possibility ol an Indian dominated govcin 
incut hasalwiyscaiiicd with it the implica 
non ol dc siabilisinj this bal ince Flic 
I ijians viewed this disbalance wiihalirm 
I heir minicdi itc fear was that an Indi in led 
ecncinmcni would somehow manaic to 
liansici then iiilcsM il land to the Indiin 
I iiincrs which is piccisclv what the National 
Icdcralion Pans (NF Pi ol well to do Indi iii 
larmeis and businessmen had ill tlonc 
w intccl Ihe ilckaled Ic idcis ot the Alli nice 
Pally and ihcii new eonveris iii ilic esucmisi 
foukci iiiovemeiil fully exploilcd llii siiui 
non Without the Alliance Pans siicl the 
defeated leadeis F iiians will never le.id the 
counirv igaiii A coloutlul poliiienn 
\ptsai iuia and an \usir than employee ol 
ihe (lold Mine ( omp<im Icitrey Reed com 
hined llicit money in 1 skill with tie ii cl 
led liid I he villagcis ol Favu i were oul on 
ihc toad to pioicsi ic iinst the Icnm itioii o' 
Indian govetiinienl (p *’5) 

\el II was nol llu Indiii lacloi bill ihc 
loi il collapse ol Mil line politics which 
icvolvul on I nexus e>l lips aiislociilie 
I uiiilics loreijn eoinpamcs ind eoiiupi 
peililiciiiis (h II piompled Rahiikiscoiip 
A wroiii cieiliaii cioup had (a'ncd powei 
Its peslieies michi hull (weiuld him a In 
as Riibuka w is conccined) Ihe ansioci icv 
ind Ihe liidilionil powei sliueliiie which 
Alliaiici Piny iiilc li id silcguarded |Siltu 
I99ll| 

Ihe loss ol powel lO a Wionc Cieilllll 
croup line ileiied lu iiiiii llie Icadiiic 
iiisleyenlie lainilies ol easictn I i|i Ihe ex 
lent ol Ihcii sw iv ovei I i|i in politics can be 
cleaned liom tlic lollciwuig the paramoiiui 
cliict ol the I au cioup of islands Ratu Sir 
K imisese Maia was piimc mini Ici and 
leader ol the ruling Alliance FAiriy I he paia 
mount cine I ol Rewa based confederacy is 
his wile Ihe toimcr governoi general and 
now president Ratu Sir Peiiaia Cianilau his 
been fui C akaii and head ol the Tovata eon 
ledcraey sinec 1987 Flic liisi governoi 
ccncral Ratu Sir George Cakobau was iui 
Viii Ihc premier arislcKrat in Fiji and head 
ol the Kahuna conltderacy 

I he possibility that they could be pohti 
cally dislodged not bv a bunch of oppor 
tiinist Indian politicians but a determined 
group ot commoners composing Bavadra s 
I abour Party that drove these families to 
extreme desperation They could not have 


retrieved the kttuttion by normal political 
means, hence they turned to the army for 
intervention On their own, men of the Royal 
Fiji Military Forces (RFMF) had no speciric 
grievance cithei against Bavadra’s regime or 
Indians, h>ii their commanding officers had 
close relitions with Ihe aggrieved chiefly 
families The army commander at the time 
of Rahukas May coup, brigadier Ratu 
Nailatikau, was also son m law of Ratu 
Mara Ratu Sir Penaia has a son in the army 
who IS man led to Ratu Mara’s daughter 
Major Isirch Dugu one of the kev men m 
the coup IS the son in law of Ihc laic Tut 
C akau In a significant number of cases 
bonds of blood and marriage provided the 
viiicws the citinmonaliiy ol interest and Ihc 
Iui mony ol outlooks between Rl Ml of 
fleets and traditional aristucracy Hcncc 
illhough a commoner Siiivcm Rabuka is 
on his own admission more royalist than 
me royals He has been i piolcgc of Ratu 
Sii Pcnaia and plavs golf with Ratu Sir 
Kamisese' ISallu 1990) 

File I ijian coup wjv thus a real guard 
operation on the pait ol c istcin based chiefs 
ind arms olficus lo icsioic the Watin quo 
(Wii Fhcic iius hive hccnccitam luxiliaiy 
considcralion ci p mic among Alliance 
isolitici ms Ih 11 Bay icli is ci winmciii might 
institulc enquiries into then coiriipl deals 
ind Kibiikas psychological lOiiiputsion that 
he would he couii nnriialUd fir iiisubor 
dm moil I here w is alsd i lurking kar that 
the spciiil advantages ot the eastern 
eluils would hi sci/td by a rival western 
b issd soilkdcl lev 

lu ilhliis liidi Ills played link rok Fhcir 
pui\ the M P was iscihmciiv based as was 
Ihc Alb iiiec Party And with the exception 
ol I kw mtclkciual prospciouc Indian 
I lime IS uid biisiiicssmcii wcic least in 
icicskcl in the lives ol F 1)1 HI pcHir They sent 
iluirsiviucs Old childicii abioad and at 
llic liisI sign ol ttoubk—fled the couillry 
Amoiu the fOtXKI Indians who lined up 
bi loic the Indian mission in Suva to obtain 
MS IS loi olhti coiinirics none—repext 
none thought ot bunging back his nr her 
iicw wealth lo the coiintiy ol oiigin But 
they all slimoiirtd lor Indus help on the 
ground ihii they had become helpless vu 
urns ot Filial) lacism A visibly annoyed 
New Delhi swallowed the bait hook line and 
sinker 

All Ahmed Serving Oirmii in I iji 1879 1919 
in U Bissoondoyal and SBC edv Indian 
Lulnnir Immigmum Moka Mauriiiuv 
I98A PP 240 4I 

blown C aroline Henning Social Background 
ol F IJI s 1987 C oup Soiioingical Bulletin 
Vol 18, No I p 100 

Saflu Yaw C hanging C ivil Military Relations 
in Fiji Journal of ihe AuMralian Instiluie 
of International Affairf Vol 44, No 2, 
August 1990 p 162 
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Budget in the Time of Change 

Reflections on Restructuring 

Kaushik Basu 

This essay evaluates the 1991-92 budget and the larger reforms from a particular point of view. This point of 
view supports industrial liberalisation, freer trade regimes and an exchange rate policy which aims to establish 
current-account convertibility of the rupee in the near future. These policies are supported not because equity 
does not matter but because it does. The equity objective emphasises a second set of desirable policies. These 
consist of direct public action for the poor. While such action is urged on a much larger scale than has been 
undertaken thus far, it should be direct in the sense that its market-distortionary effect is as small as possible. 


I HI BACkliKOUNI) 

I REMEMBLR as a child listening to a pro 
_ minent politician, who was also a friend ol 
' my father, giving an avuncular lecture to m\ 
sister on the viitues ol dressing sHodesh/ 
(prompted I think by my sisiei’s insistence 
on some special skirt) He berated her gently 
tor aping western customs and endc'd up say 
ing, 'Why should we imitate westerners’ 
They do not imitate us’ I his logic troubled 
me because it was immediately evident to me 
that It was he, more than my sister, who was 
guilty ol aping the west In refusing to im 
Hate westciners hecuusethey do not imitate 
us, he was imitating them' It had also seem 
ed to me then that my sister was in a trap 
If she wotc the special skirt she would be 
imitating the west, and it she listened to my 
fathers friend and abandoned the idea, she 
would—and, in tact, in a decpci sense—be 
imitating the west 

llic predicament ol a minoiitv govern 
mem trying to push through a mayor 
economic reform and confiontmg a profu 
Sion of advice is, though not as severe as that 
of my sister, not too dissimilar either If it 
continues to subsidise fcitiliser use, it is 
working at the behest ol the rich laimer lob 
bv It It does not subsidise teitiliser con 
sumption. It IS surrendering to I Ml pressure 
If It increases defence spending, it is giving 
in to the arms manufacturers lobby, il it 
docs not, It IS yielding to superpower 
pressure 

I his time, more than m any leccnt budget, 
the opinions ol parties m the opposition 
benches will matter in deciding what policy 
package finally emerges I bvlieve the left can 
and ought to play a dynamic role in usher 
ing in structural change and liberalisation 
It IS unfortunate that thus lar much ol the 
left has been s/mus <?uoist, with an almost 
instinctive tendency to react adversely to any 
suggestion of change To expect the left to 
support liberalisation may, on the face of it, 
seem contradictory So tel me explain 

Fortunately, in this profusion ol advice 
that has been offered in recent times, much 
would fallliy the wayside simply on grounds 
of being founded on an erroneous view ol 
how an economy functions Hence a 
necessary (though by no means sufficient) 
condition for successful economic policy¬ 
making IS to have professionalism in govern 
mem Caieei politicians and bureaucrats arc 
simply in no position to draft economic 
policy in today’s complex world. It is essen¬ 
tial to utilise the large body of work in 


economic ihcoiy and econometrics which 
considerably naiiows down the policy 
maket's problem bv helping us identify the 
non sequiiuis 

llic iccogtiiiioii ol the power of natural 
niaiket forces belongs to this core ol 
economic thinking I hese forces cannot be 
wished away in designing policy lo attempt 
lo siillc them Is simply to ensure that they 
will emerge thiough pathological routes In 
India so much icd tape has been used to 
strap up and stifle market forces that what 
needs to be done by any sensible govei nmeni 
IS obvious- the nia'kets need freeing This 
IS a jtreiondiiion loi policies, left or rigbi 
Since I believe in the ultimate value ol equity 
and equality, I am keen that liberalisation 
be used loi these eibjectives and nut gel 
hijacked in favour ol small elite groups as 
has happened in pans of l.itin Amciica 
And this IS where the left can pliv an ini 
portant and pciliaps critical role 

In this essay I shall evaluate the budget 
and the laigci relornis from a particular 
poiiii of view Ibis point ol view supports 
iiidusiiial liberalisation, Ireer trade regimes 
and an exchange late policy which aims to 
establish cuneni account convertibility ol 
the rupee in the near future ' But I suppoii 
these policies not because equity does not 
matter but hceause it does It is true that 
India's growth rate has not been too high 
But that does not coneein me as much as 
the fact that 6(i per cent Indians do not base 
access to sale dunking water, 72 per cent do 
not liavcelectMciiy, and India has moie poor 
people than any othei country and perhaps 
any other continent 

Since this essay delves into positisc and 
normative cxononiics and the latter can vaiv 
from pcisun to person it is useful to begin 
by putting one's normative cards on the 
table I shall judge the value ol economic 
progress in icims ol the progiess of the 
(HHircst sections I quality is also considered 
valuable per ve but it i lexicogiaphicalls 
secondary lo the eibjee tivi ol povenv mitiga 
tion ’ That is, greatsi equality is considered 
inherently desirable it and only it it is pos 
sihle without hurling the poor' I veiything 
else—liberalisation, deficit cutting, etc— is 
ol instrumenlal alue 

This equity objective brings me to the 
second set ol desirable policies these con 
sist of direct public action tor the poor I 
would urge sui li action on a much larger 
scale than ha‘ been undertaken thus fai 
However these actions should be dimt in 
the sense that their market disioriionary cl 


lee I ought to be as small as possible 
An example ol a distortionary interven¬ 
tion IS what has happened in the past in 
leims ol Iciiitiser pricing One of the best 
move" in this budge*! was the decision to raise 
lertiliser prices and therefore remove a part 
ol the subsidy It is unfortunate that what 
has emerged after pressures from all sides 
IS a hybrid of questionable worth Dual 
pricing IS bound to generate corruption 
Moreover, it is not clear why anyone, small 
or large farmer, should receive subsidised 
tertilisei on a continued baso ' 

What about the argument that small 
(aimers are poor’’ Should subsidising them 
1101 be justified on equity grounds^ My 
answer is No Not all poor people are buyers 
ol lertilisei Hence, to suteidise fertiliser is 
to give special help to those who are jxior 
and hu\ feruhsen II we are concerned 
about the poor we should intervene directly 
in a lew selected areas which arc of value 
to pour people in general I vwould include 
under this basic nutrition, health services 
and education If the dual pricing is being 
justified on grounds of equity, it would be 
belter to have a single, market price for alt 
buvers and to use the money saved by the 
government (by virtue of not having a cheap 
price lor the poor) direitiv on the poor, for 
example, on providing subsidised food for 
them This wav (I) the fiscal deficit will be 
the same, (2) the cause of equity will be bet¬ 
ter served (because now the poor wtll get 
what earlier was being given only to the 
tcriilisei buying poor), and (3) a distoition 
III the fertiliser market would be removed 
this example is meant to illustrate a 
gencial piinciple Price distortions are best 
kept to a minimum Subsidies are not the 
light wav to help the poor, it is belter to give 
them direct help Ol all vested interests, the 
most damaging lor the economy is the vested 
interest in price distortions This can ruin 
economies witness the USSR 
With these preliminaries, I take a specific 
look at the union budget of 1991 and return 
to some larger issues of economic reform 
later 

(INION BUIXjH 

I ike all budgets the one of 1991 has 
Ic-oiures to praise and criticise 1 shall begin 
by drawing attention to three moves which 
deserve widespread support These are 

(1) the decision to cut fertiliser subsidy (or 
raise fertiliser price towards its market level), 

(2) the fleeing of interest rates at which 
banks and term-lending financial instilu- 
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dons lend numey subjeci to the door of IS 
per cent, and (3) the decision to value the 
wealth of investment companies in terms of 
market value instead of book entry. 

All three are likely to have important fiscal 
impacts. (1) and (3) could contnbute towards 
a smaller fiscal deficit. But that is not the 
reasc^p why I support these. Their merit is 
as a signal for allowing the market to 
function. 

In India we have a tendency to believe that 
property has intrinsic value That its value 
depends on how people view it, which is in 
turn reflected in its market price, eludes us 
This view has helped create a majot tax 
dodge whereby enormous wealth gets valued 
in terms of old book-entries Hence, 
(3) above is a small move in the light duet 
tion It IS indeed ironical that the same in- 
dustnalists who have been ci ving hoarse fui 
fhe market are objecting to valuation based 
on market prices' 

One of the most important teaiiircs one- 
looks at jn evaluating an investment oppor 
tunny is its riskiness Lenders are usually 
willing to lend at a low interest rate it they 
feel that the investment is sale Otherwise 
a higher interest acts as a compensation toi 
the extra riskiness Hence, an inahilitv to 
vary the interest rate thwarts the market for 
investment Though some variability had 
been allowed in recent years, (2) is a laudable 
attempt to speed up the process It is 
especially valuable as a signal to othci 
sectors on the advantages of price flexibilitv 

1 hesitate to return to the subject of fciti 
liser pricing not only because I have aircads 
commented on it in Section I but because 
so many economists have already written 
about It But I must 

In one P <i Wodehouse story*' we aic told 
of a Nichols and a Jackson who went on a 
bicycling tnp and met w-th a severe accident 
They were blown into smithereens and the 
rescue team could assemble only one human 
being out of the debris They got aiound the 
problem by describing the dead body as that 
of ‘Nixon’ 

What IS happening to the tertihsei policy, 
as It IS tugged from the left and the right, 
is like the hybrid ‘Nixon’ It is unfortunate 
that this has been exploited by most parties 
Yet It IS exactly this kind of vested interest 
in price distortions which does wanton 
damage to the economy Cnven the neai 
consensus among economists about the need 
to allow fertiliser puces to rise lowards their 
natural market level and the great political 
difficulty in achieving this, I want to sug 
gest a scheme for solving the problem ’’ 
The first step is to tree the fertilisei price 
completely 1 his will immediately cause a 
steep price rise Announce that with each 
bag of fertiliser sold the buyer will be given 
a coupon showing an amount, sav Rs X, 
which IS equal to the difference between the 
market price and the earlier controlled price 
The coupon can be cashed lor Rs X, by the 
buyer at any bank Next, announce that Rs 
X will from now on be a fixed subsidy I ex 
pect this to causeno protest (assuming that 
those who stir protests in these matters will 
not read this paper) because this year the net 
pnee that the buyer of fertiliser pays wil! be 
unchanged and people are myopic It lollows 
that f|pm now on, with each round of in¬ 


flation, the real value of the coupon will 
keep falling. So each year from now the 
subsidy will get cut, but no further an¬ 
nouncements will have to be made; the sub¬ 
sidy erosion will happen continuously and 
,will cease to be newsworthy. 

This IS not my idea It is borrowed from 
Sri Lanka’s experience with food subsidy. In 
1978, soon after Javawardene came to power, 
the*Sri Lankan government, torn apart by 
fiscal ciisis, reached a major decision con¬ 
cerning Its food subsidy in Sri Ijinka 93 per 
cent of the population received rationed 
food In ordci to cut down the expenditure 
the government decided to give subsidy only 
lu the pooiesi hall of the population and 
while making this change the government 
also decided to switch over to a food stamp 
system, whereby instead ol directly giving 
tree or subsidised lood to the people, they 
were given coupons with which they could 
buy a certain range ol basic food and gcHHis 
In politically conscious Sri I.ankj, wlieie any 
attempt to cut subsidies had earlier met with 
iiots and severe resistance, lavawaidene’s 
scheme went un challenged because the 
pooiest ball seeiiied to be getting the same 
subsidy in ihe net I he catch was, howc-ver, 
that the coupon value was lived in nominal 
terms So Iron' 1978 onwaids the lood la 
non has steadil • been cut, but this has lia|) 
pened silently with inllation doii-u the |ob 

\khile 1 would not recommend this toi 
/«<«/subsidy, loi a variety ol subsidies which 
have aiiseii because ol vested inteicsis iii 
price distortions tin- is a method worrh c\ 
ploiing as a scheme lor icmoving subsidies 
which IS politically feasible 

Subsidies have become an increasing 
strain on fiscal managcmcni I hey rose 
steadily through me 8()s and jyeakc’d in 
1989 90 reaching 2 S per ceni ol CiDI' I he 
leviscd estimate lor I9W 91 puts it at I 8 |x.-i 
cent I his means that the revenue delicit ol 
3 4 per cent in 1990 91 could have been 
brought down to I 6pei cent mcicly by cut 
ling sub&idies " VMiereas seveial Mibvidics 
can bejtistilied as a lorrii ol direct action 
to help the poor (and so I would not lecorn 
mend going the whole way), a substantial 
amount (pcihaps more than hall) is sub 
sidisalioii III response to the demands ot 
poweilul lobbies 

It IS this same kind ot reasoning which 
suggests that steps ought to be taken to 
reduce the ratio ol peiquisites to salary In 
India, both the private and governnient sec 
tors pay a large part ol salaries of peison 
ncl through perquisites These amount to 
hidden payments and have introduced enoi 
moils distortions in our marivets especially 
those tor housing and luel ( onvertmg per 
quisiies to cash payment can save the govern 
meni a lot ol money and I consider this a 
superior option to selling off public sector 
units The amount ot otticc space, land and 
housing owned by the government is vciy 
large II we value the rental of these at 
mai kei rales (and I would urge such valua¬ 
tion lor the same reason as in the case ol 
piivatc investment discussed above) instead 
ol some notional book entry, it will show 
how large our government’s annual expen 
diturc really is Suppose the government 
gives a flat to an MP or a civil servant which 
could be rented out on the open market at 


Rs 20,000 per month. Then effectively the 
government is spendii^ Rs 20,000 per 
month. If then the government stops giving 
this perquisite and instead pays an additional 
salary of Rs 10,000 the government im¬ 
mediately effects a monthly saving of 
Rs 10,000. In fact S,000 such apartments 
rented niii on the open market would mean 
a net revenue of Rs 60 crore per year after 
paying the ‘dispossessed’ an additional 
monthly salary of Rs 10.000 each 
But this fiscal saving is not my mam 
reason tor recommending a move away from 
perquisites to cash payment Lven if the 
government pays the dispossessed the full 
maiket rent as additional salary, the switch 
will be desirable This is because it is 
irguabic that ol this Rs 20.000 additional 
siilary, not more than Rs lo.flioo will be spent 
on housing Hciicc, a major housing markej 
distortion would be removed, with a con¬ 
comitant use in the supply of housing space 
III addition, people will save more 
At present any such move would meet 
with still opposition but, il a small correc- 
iioii IS made in oui income lax law, the op 
position will vanish \khat I am suggesting 
iscoiiinion piaciicc in the US- certainly in 
the state ol New Icrsc-y II you receive sub 
sidiscd housing liorn the univeisily, govcin- 
iiHiit 01 the privale seiior the exleiii ol the 
subsidy laUulated as the dillciencc bet 
yyecn the niaikei lent and asiiial rent paid— 
is added on to oiu’s income in computing 
taxes It ihu is done in India then most 
people would III last preloi to icceive iheii 
pciqiitsiie-s in cash so that they can allocaie 
llie additional iiiconie in keeping with then 
preleiencc-s 

luiniiig ilciw to the negative leatuies ol 
the budget one ol the most significant i> the¬ 
tas amnesty schenie (So was the Rs 100 
cioie alloeate-d to the Raps (landhi fouiida 
non but loriiinaielv that has now been diop 
[x-d ) The amnesty seheiiie allows any person 
to deposit Ins blaek money with the National 
Housing Bank (NHR) 40 per ec-nt ol such 
deposits will be eonliscaie-d by Ihe govern 
iiie-ni as a sort ot penally Ihe deposiioi is 
then tree to take- out his remaining money 
immediately 1 he money thus raised by the- 
NHH will be used lor slum clcaranee and 
to build lov cost houses loi the pool 
let me first point out that this scheme is 
superior to the Spe-e lal Bearer Bonds which 
were sold against black money m 1981 1 he 
bonds mature in 1991 with 2 pet cent interest 
per aiinuni and can be encashed at banks 
with no questions asked Why was it belic-v 
ed that this may be a better way for the 
goyernnient to raise revenue than the simple 
expedient ol printing money t Presumably 
because printing inoiicv is inflationary 
What actually happened with the Special 
Ueaic-r Bonds is, however, worse As jH-ople 
bought these oonds the government mop¬ 
ped up money at lirst But soon the buyers 
realised that each bond ceriiticate is like 
money and perhaps belter I irstly, the bonds 
were completely anonymous (no names 
appear on them) Next, since to be caught 
with a bond is nut punishable, a bond could 
be used as white or black money with im¬ 
punity And indeed, the last 10 years have 
seen a thriving trade for which the bonds 
were serving as currency Hence the infla- 
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liomry pRuum aenented were prcA>ably 
more dim that printing money would have 
caused. 

This year's amnesty scheme will not have 
the inoblem of fuelling m'lation Also, it will 
cut the fiscal deficit and not merely the 
budget defiat (as was the case with the 
Bearer Bonds) Neverthel ss, amnesty 
schemes should be discouraged because they 
(Ive wrong incentives concerning the value 
of tax dishonesty in a society In addition, 
the tying up of expenditure to particular 
sources of revenue is not a good idea This 
scheme, for instance, ties up the amount 
spent on poor people's housing with collec¬ 
tion under this scheme At first sight this 
looks like a noble cause, but what must be 
realised is that how much effort goes into 
this noble cause is now completely depen 
dent on the vagaries of how much is netted 
by this scheme My hunch is that very little 
will be collected under this (because 40 per 
rent IS a bigger penalty than the cost in the 
open market for converting black into white) 
and that is probably this scheme’s saving 
grace 

In future we must not think of black 
money as a revenue pool for the government 
Black money needs to be controlled because 
It IS degrading and because (what is not 
usually understood) it thwarts the market in 
the same way as bureaucratic red tape does 
I come back to this later, and would simply 
remark that the best way to control black 
money is not to use carrots and sticks, but 
sticks Instead of giving incentives, there 
should be a pre announced date after which 
black incomes will be penalised more 
severely 

I would also like to see much more alloca 
non by way of direct action for the poor ii 
IS true that the allocation for education has 
been raised from Rs 86S crore in 1990 91 to 
Rs 977 crore in 1991-92, and the plan outlay 
for rural development goes up from Rs 3,IIS 
crore to Rs 3,508 crore But given the low 
level of social security expenditure incurred 
by the Indian state, there is scope for large 
increases in this direction 

And, finally, what will be the inflationary 
impact of the budgef Inflation is always 
difficult to predict but I would expect the 
budget to give a quick short upward push 
to the prices but to be relatively less infla 
nonary in the long run The quick short 
upward pressure will be as a consequence of 
hikes in the price of freight, railway fares, 
petroleum price and some excise rates But 
studies have shown that in the long run it 
IS large deficits which are more inflationary 
Hence the cut in the fiscal defunt from above 
8 S per cent of GDP to 6 7 per cent, should 
be welcomed as a partial, long-run antidote 

iNli KNMIONAI Sit lOK 

This year the international sector is the 
focus of special attention because that is the 
source of the current crisis It has been 
argued by many, and I concur, that the 
present crisis is not m the real sector but is 
a crisis of confidence It must however be 
realised that a crisis ot contidence is 
worrying preasely because if it persisu for 
loo tong it converts into a real sector crisis 

The crisis makes the management of the 
international sector particularly hard 

UnnBnmir and nalMeal WhaleIv Aimimt 3t. 


because it drives a wedge between our short- 
and long-run interests In the long run we 
must move towards much freer trade and, 
perhaps, also the current-account conver¬ 
tibility of the rupee But these are not pos¬ 
sible right now because a lower trade bar 
rier may cause a short run worsening of 
balance of trade and convertibility could 
provoke capital flight 

Hence it is understandable why on this 
front the budget has been so tame The tariff 
peaks above ISO per cent have been shaved 
off by placing a ceiling on the ad valorem 
rate of basic plus auxiliary duties of 
customs Also, the import duty on capital 
goods of most kinds has been lowered from 
85 per cent to 80 per cent These are small 
changes but no more drastic measures were 
feasible at this critical juncture Indeed what 
IS more important than these changes is the 
long run intention expressed by the finance 
minister This is perhaps the first time that 
a finance minister has spoken of a tariff cut 
as desirable and something that, though in 
feasible on a laigc scale righi now, we should 
strive towards 

1 he more important structural changes 
have occurred outside the budget 1 he most 
discussed was the devaluation of 22 per cent 
within one week in July It is difficult to have 
strong views on this Unlike, in 1966, when 
India was on a fixed exchange rate regime 
todav a devaluation is much less momen 
tous Since nowadays small adjustments in 
the exchange rate occui all the time it is 
entirely possible that despite this devaliia 
tion, after six months we shall have an 
exchange rate at the same level as what we 
would have had il no devaluation had 
occurred 

To see the lallacj of obstinate opinion on 
this matter consider people who habitually 
oppose devaluation If these people are 
asked if we should revalue instead, they 
typically say No This reveals their innate 
preference for the uatus quo and an un 
wavering faith in what the RBIJias alread\ 
done 

The devaluation would be useful it it is 
used as a step towards grea'ei convertibility 
of the rupee The easing ot the REP licence 
(now Lxim sciip) rules and an increase in 
Its proportion to 10 per cent is valuable 
precisely for this reason 

Where we have to be careful is with the 
NRI option The present budget has an 
nounc^ two schemes tor luring more NRI 
dollars The first one essentially consists of 
giving immunity from our tax laws to hard 
currency remittance before November 30 
199t The second scheme is to issue new 
bonds, called India Development Bonds 
denominated in US dollars Interest from 
these bonds will be im onie t ix exempt as will 
be the principal from wcal'ti tax The bonds 
mature in five years The bonds can be gifted 
to residents with immunity from tax laws 

While one can see the need for something 
like this as a fire fighting measure, one has 
to worry about its long-run tonsequence 
The terms at which India borrows money 
from the world are still quite favourable On 
average we pay an interest rate of 6 4 per cent 
which compares well not only with the rates 
at which Latin American nations borrow— 
usually over 8 5 per cent—but also China’s 
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7 8 per cent Similarly on average our loans 
have a grace period of six years, which com¬ 
pares 1^1 with, for instance, Argentina's two 
years and China’s four* 

Borrowing from NRls, on the other hand, 
occurs on much harsher terms This meant 
that the repayment burden would grow more 
rapidly for money borrowed from NRIs. 
Moreover, the belief that NRIs are patriotic 
and borrowing from them is politically 
benign IS a myth In the case of several coun¬ 
tries, non residents have played a mnjor 
destabilising role In Nicaragua’s case; for in¬ 
stance, It IS not at all clear as to who played 
a politically more destructive role the inter¬ 
national lending institutions or the NRNs. 

In the immediate run, no matter who we 
turn to—the IMF, NRIs or oui gold—we 
have no option but to muddle on Our aim 
IS to somehow keep our head above water. 

In the medium to long run we have to 
carefully rethink our export strategy to give 
11 a bigger boost Indian exports have done 
well over the last four years And contrary 
to a widespread belief our import growth has 
not outstripped export growth and there has 
been no set ular worsening of India’s balance 
of trade in I98&-8I, our exports were 4 8 per 
cent of CiDP in 1989 90 they were 64 per 
cent In 1980 81 our imports were 9 2 per 
cent of GDP and in 1989-90 the correspon¬ 
ding figure was 9 3 per cent If we take the 
balance of trade (BOI) as a peicentage of 
CiDP the average figure for the firat five 
years ot the 80s was minus 3 4 per cent, and 
tor the second live years it was minus 3.2 
per cent " \ slight improvement, if 
anything 

I he thesis ol increasing struciumi im¬ 
balance therefore seems to be untenable The 
source of the crisis lies elsewhere In the 
internallonal sector India has always lived 
on the blink, importing more than she 
exports A small crisis could therefore at any 
time act like the proverbial spark During 
1990 91 as a consequence of the Gulf war 
our petroleum oil and lubricants imjKMl 
spurted from S 3 8 billion in the previous 
year lo $ 6 billion The decline in remittances 
Irom Kuwait and Iraq was of about half a 
billion dollars “ Our cxp6rts to west Asia 
also fell 1 he combined effect of these was 
to precipitate a crisis ol confidence among 
India's iniciiiaiional lenders including the 
NRIs •' 

In the long run the solution lies in our ex 
ports A cross country comparison not only 
with South Korea, laiwan, Singapore, 
Thailand and Malaysia but even China sug¬ 
gests that wc can expand our exports 
manifold The right exchange rate policy, low 
tariffs tor importing relevant raw material 
and technology matter Bui what matters 
most IS an efficient domestic economic 
environment But this goes beyond whm can 
be achieved through Tiscat instruments alone 
and IS the subject matter of the next section 

SoML Basil Reforms 

This section moves away from the proxi¬ 
mate causes of our economic probicmi to 
more fundamental factors But before thtt 
It IS useful to get one common misconcep¬ 
tion out of the way 

Though we frequently fret that the Indian 
economy is excessively controlled and the 



market is unable to function, it is worth 
being clear that it is not naUy a problem of 
more or less control but of control in the 
wrong areas. 

In certain domains the Indian market 
functions more smoothly than in most other 
I countries. Here we can buy the ‘co¬ 
operation’ of the income tax ofncial; we can 
' Iwy driving licenses; we can payout way out 
of having to do pollution checks on our 
vehicles.’’ Those who believe that 
everything should have a market price would 
do well to tour the Bihar economy to find 
out what one of the closest real-life approxi¬ 
mations of their ideal looks like 

On the other hand, in India the individual 
freedom tor economic enterprise is severely 
curtailed. The freedom to open a firm, to 
choose the price at which you will sell the 
product, to select the destination of your 
sales are all subject to greater restriction than 
is desirable. A part of this restriction is 
bureaucratically imposed. But it would be 
foolish not to recognise that many ‘controls' 
are the endogenous outcomes of our history, 
culture and, perhaps, luck. Hence, my plea 
for more freedom to markets (which of 
course pertains to the kind of freedom being 
discussed in this paragraph and not the 
previous one), which is widely shared by 
economists in India today, is a much more 
difficult task than is commonly perceived. 

This brings me to a related point concer¬ 
ning ‘intervention’. It is important for an 
economist to be clear that ‘intervention’ is 
not a svell defined term, in the US right-wing 
thinkers (and non-thinkers, for that matici) 
insist that having gun-licence laws amounts 
to an intervention which limits individual 
freedom, to wit, the freedom to carry guns. 
The fallacy in this case is obvious and arises 
from the erroneous presumption that it is 
only governments that can intervene and 
curb individual freedom. It overlooks the 
fact that one individual’s freedom to carry 
a gun can severely curtail the freedom of 
other passers-by to continue in pos.session 
of their, respective, wallets. 

This is the rationale behind anti trust 
legislation which exists in all industriali.sed 
countries. While anti-trust laws curb a 
monopoly house's freedom, it is believed that 
they also curb sufficiently the monopoly 
house's freedom to curb the consumers’ 
freedom for them to be worthwhile. 

Despite these complexities it will be 
valuable if in drafting economic policies and 
laws pertaining'to economic functioning a 
basic principle is kept in mind The basic 
principle says that two or more consenting 
adults should have the right to enter into 
contracts, which do not hurt the interests of 
uninvolved persons, and, further, the con¬ 
tracting individuals should be able to turn 
to the state for action against .someone who 
reneges on the contract. 

This IS not a new principle. In fact, it is 
at iea.st as old as the mills, ^th John Stuart 
and James had argued for similar norms. 

1 am aware that this is not an unambigious 
principle and also that it has exceptions, but 
if we deviate too far from it, efficient 
economic fui\,ctioning becomes impossible. 

In India the basic principle gets violated 


all the time. At times it happens in a way 
which is beyond the reach of the govern¬ 
ment, but there are areas where the govern¬ 
ment is responsible for its violation. 

The main reason for this is the govern¬ 
ment’s tendency to decide in advance as to 
what is a fair contract and limit individuals 
to some pre-specified and inflexible con¬ 
tracts. Take tor instance rent control. Sup¬ 
pose pcrson.s i and j agree that j will rent 
out j’s apartment to i for a very low rent for 
one year but at the end of it i will vacate the 
apartment., Now if i reneges and refuses to 
quit, in most Indian cities the rent control 
laws are such that j will not be able to get 
any legal help in enforcing the contract. This 
is a violation of the basic principle and it 
is the most important factor behind the high 
house rents that prevail in our cities 

Another kind of violation of the basic 
principle for which the government is only 
indirectly responsible occurs because of the 
prevalence of black money. Suppose i plans 
to do business with j which involves, first, 
I paying lor some consignment of goods and 
then, layer, j supplying the goods to i. 
Assume, as is quite common, that i is sup¬ 
posed to pay half the money by cheque and 
half by cash (that is, in black). Now even if 
the government is agreeable to taking 
punitive action against the parly that 
violates this coniracti the basic principle is 
likely to be violated in practice. To see this 
suppose j reneges and supplies only half the 
consignment. Even though the government 
would be willing to protect i, i is unlikely to 
seek governmental help becau.se questions 
will arise about the source of I's cash pay¬ 
ment. Hence, where black money is involv¬ 
ed, even if the law is willing to take action 
on behall of the aggrieved, the aggrieved 
would not seek legal help because he will 
rightly surmise that he will get into a dit- 
ferent difficulty himself. 

The upshot of this is that in India you do 
business with people with whom there is 
prior mutual trust. This collapses quite 
drastically the scope for business and deters 
the entry of newcomers. 

The inability to sign contracts and have 
them enforced through the government is, 
I think, one of the most fundamental fac¬ 
tors behind the inefricienc 7 of tbe Indian 
economy. To rectify this will of course re¬ 
quire a major rehaul of our law (especially 
that pertaining to the economy) and its 
implementation. The quick and efficient 
implementation of the law is very important. 
Increasingly, the transaction costs of fighting 
a case (in terms of money and, more so, 
time) has become so large that most people 
consider the law to be beyond their reach. 

Economies tend to live from hand to 
mouth. A fiscal crisis arises and all atten¬ 
tion turns to taxes and expenditure. A 
balance of payments prolem crops up and 
we rush to rectify the exchange rate and ad¬ 
just our trade policy. In this rush to stitch 
up a rupture here and fight fire there, it is 
easy to neglect the root causes of the 
malaise. The issues raised in this section 
escape notice precisely for this reasop. Yet, 
in the long run their importance is immense 
and much greater than most people realise. 


Notes 

1 The recommendation of convertibility is not 
being made without reservations. The 
popular belief that for a poor country to 
have a freely convenible currency is to court 
immediate disaster is clearly fali^ous. The 
Thai baht is both convertible and thriving. 
Nevertheless, the switch to a convertible cur¬ 
rency is a bit of a leap in the dark. On 
balance, though, 1 feel that it is a desirable 
objective. 

2 Though I cannot immediately think of a 

' situation where I would violate this value 

judgment, experience suggests that excep¬ 
tions there will be. This may therefore be 
thought of, in the language of Amartya Sen 
(1970), as a *non-basic value judgment’. 

i That greater equality can hurt the poor is 
not difficult to see. Consider a society com¬ 
mitted to complete equality. That is, it col¬ 
lects the national income and divides it 
equally among all citizens. Hence, an in¬ 
dividual’s endeavour is unrelated (ignoring 
infinitesimal changes) to his income. In such 
a soctetv it is likely (at lea-st in today’s world) 
that no one will work. Hence equality will 
lead to abysmal poverty. 

4 An initial subsidy to encourage farmers to 
‘discover’ the benefits of fertiliser applica¬ 
tion can be justified by the analogy that new 
products are at times sold even by private 
concerns at specially low ‘introductory’ 
prices. 

5 See, for instance. The Economic Times, 
New Delhi, August 10, 1991, pp I, 4. 

6 I relate this from memory. 

7 I have written about thi.s earlier in The 
Economic limes, l-ebruary 23. 1991. 

K All figures in this paragraph are from the 
Economic Survey, 1990-91, Government of 
India. In a recent paper, Mundle and Rao 
(1991) show that the aggregate subsidy given 
by the centre and the states far exceeds the 
explicit subsidy which is usually recorded 
in government documents. 

9 The data quoted in this paragraph are from 
the IVorld Development Report, 1991, 
World Bank 

10 The data cited here occur in Table 9.1 (p 152] 
of the Economic Survey, 1990-91. 

11 Economic Survey, 1990-91, p 155. 

12 I have discussed at length the fragile nature 
of confidence among international lenders 
and the causes of such fragility in Basu 
(1991). 

13 It may appear at first sight that official 
penalties have very little effect on our func- 
tioning since bribing is so common 
However, it can be shown (Basu, Bhat- 
lacharya and Mishra, 1991) that the 
equilibrium level of bribes depends on the 
level of penalty. Hence, even if no one in 
the end pays the penally, the penally car 
be used as a deterrent though at an im^red 
level of effectiveness. 
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The Woman as Communal Subject 

Rashtrasevika Samiti and Ram Janmabhoomi Movement 

I'anika Sarkar 

One of the most striking featUKS of the recent Hmdutva movement has been the foregrounding of the militantiy 
communal Hindu woman in a variety of unprecedented ways. Nor is this phenomenon a flash in the pan. The 
BJP has located women along with SC/STi as a primary target area for the coming times. 

This article argues that the new communal phase enables women’s self-cOnstitution as active political subjects 
in dangerously unprecendented wavs. 


THE Rashtrasevika Samiii, the litilc-kiumii 
women's wing of the RSS, is not an isolablc 
unit, complete within itself, but one tied into 
a whole nexus of interrelated communal in¬ 
stitutions. The purpose of the present discus¬ 
sion is to see it in relation to the Ram Janma¬ 
bhoomi upsurge; how and how much the 
‘samiti’ contributed to it, what new turns the 
movement imparts to the .samiti and what 
possibilities the connection holds out for the 
present phase of Hindu communalism. 

One of the mo.st sinistci featuies ot recent 
Hindutva movement has been the foregroun¬ 
ding of the militantiy communal Hindu 
woman in a variety ol unprecedented ways. 
Rural women at Bhagalpiir m 1989 or up¬ 
per middle-class Maniti-driving women at 
Ahmedabad last year have appropriated ac¬ 
tive roles on the centre stage of not .scenes 
where they would rarely put in an ap¬ 
pearance before—an ironic inversion of the 
woman's traditional invisibility. According 
to VHP reckoning (which was conveyed to 
us at their Ramakrishnapuram office at 
Delhi in February) 20,000 ‘karsevikas’ 
courted arrest on January 4 alone and a 
total of 50,000 were involved in the entire 
December January round of satyagrahas. 
The VHP fortnightly Hindu Cheina of 
December 15 displays a cover photograph of 
‘karsevikas* sporting the saffron headband. 
The caption says; Mairishakti ka 
abhyuthhan. Its Ayodhya office is selling 
works by women poets, like the Shraddha 
Suman Mala, which celebrates .sacrifices by 
mothers and wives of martyrs. An official 
VHP account of the October/November 
events, the Amar Shaheed pamphlet, accords 
particular importance to Vijayraje Scindia’s 
arrest. If Kalchakra, a Hindi VCR 
newsmagazine, focuses long and pointedly 
on the victim figure of a lone woman resister 
being dragged away by the police on October 
30, then the woman as a dynamic leader is 
highlighted by the Hews/rack (covering the 
October events) where Scindia is striding 
purposehilly between two senior and enor¬ 
mously respectful police officers towards a 
car from inside which she is shown again as 
leaving messages for the future conduct of 
the movement. VHP office-bearers in Delhi 
spent a long time explaining animatedly to 
us the precise differences in the quality of 
speech between Uma Bharati and saddhvi 
Rithambhara. And finally, and most ob¬ 
viously, if Advani and his ‘rath’ had been 
the visual emblms of Ram Janmabhoomi, 
then the voice and the words that fixed its 


message belonged to a woman. 

Nor IS the phenomenon a flash in the pan. 
The BJP has located women along with 
SC/S'ls as a primary target area for the next 
elections and, for the first time, has formed 
a new gioup of full time women cadres to 
work for them. I would argue in this article 
that the new communal phase enables the 
woman’s sell constitution as active political 
subject in dangerously unprecedented ways 
Docs it then indicate that it is somehow more 
enabling than the left women’s movements? 
Since this I, not the place for analysing the 
left record, I would make an obvious point 
to which I shall return later. The left and 
radical women’s movement as a whole (and 
this has been most powerful form of organis¬ 
ed women’s movements in India) is not im¬ 
pressive simply III Us social and geographical 
reach, organisational strcngtii and the range 
of Its concerns It also constitutes one of the 
tiiosi seiious challenges to the combined and 
intei related powers of patriaichy, class, caste 
and the state. The Hindu communal ground- 
swell on the other hand, has been restricted 
largely to urban UP, to predominantly high 
caste, middle class milieus, us even VHP ac¬ 
tivists admitted to us. At the same time, the 
strength of the nesv phenomenon must not 
be underestimated. Karsevikas have been 
mobilised from tiaditionally the most con¬ 
servative backgrounds—upper • lass, middle 
ranking service sector and trading families. 
The veiy limits of the movement may then 
be taken as signs o( strength within a dif¬ 
ferent kind of reading. Nor can we draw fai.se 
comfort from any illusion that these women 
are not speaking their own minds, their own 
words. An interviewer (P K Dana, who 
visited Ayodhya m January) speaking to a 
bunch ol male satyagrahis was, for some 
time, faced with an array ot archaeoiogical- 
cum-hisforical arguments as well as the 
standard RSS definition of Bharat as 
‘pitribhumi’, ‘matribhumi’, ’punyabhumi’ 
and ‘karmabhumi’. Then Chandravati, a 
woman from Aiigarh, excitedly broke into 
the conversation and introduced a very dif¬ 
ferent note: yabar aye hai khoon harsane 
ke liye...mandir ka arih muUa ko phansi lag 
jaLMulayam aur VP ko phansi lagjaL. (W; 
have come here to shed blood...the meaning 
of temple building is that mullas should be 
hanged, Mulayam and VP should be hang¬ 
ed). The whole discussion was subsequent¬ 
ly shifted to a markedly more violent plane. 
Nor does it mean that women voiced mete 
mindless abuse. Each of the karsevikas 


interviewed—VHP as well as non-affiliated 
ones—played a distinctive individual varia¬ 
tion on the themes of Ram Janmabhoomi 
and Hindutva. For Vijay Dube, a would-be 
.sanyasini from Ghaziabad, Hindutva im¬ 
plied a sweeping, millenarian vision of col¬ 
lectivity (‘samashtii’). Yah (Hindustan) 
samudra jane gambhir hai, akash jaise 
\'yapak hai-Hindu hi adi ant hai, (It is as 
deep as the ocean, as endless as the sky... 
the Hindu is the beginning and the end); 
Unlike other religions it is not time-bound 
but eternal. It is not an individual but a 
collective experience, it finds its centre of 
gravity m Ram Janmabhoomi which then 
becomes; Hamara sarvaswa ha<. dharamki 
bat nahin hai, sarvasarvaswa hai (It it 
everything to us. it is not just a matter of 
religion it is all, ii is our everything). With 
the liberation of Ayodhya, poora vishwa 
hadal ho layvga, ek naya shnshti ka nirman 
hoga. (The whole world will change, a new 
creation will come into being). For Mithilesh 
Vashisht, a VHP worker from Modinagar, 
on the other hand, the value of the move¬ 
ment lay in the assertion of strength and self- 
respect against oppression: Atyachar, anyay 
nahin sahenge, kisi chees ka seema hot! hai 
(Wc will not tolerate oppression and wrongs, 
everything has limits). Another (uniden¬ 
tified) woman intervened with a mote poetk- 
mythical version of the necessity: Yah 
hamara ang hai, hamara abhushan hoL. 
Krishna hhugawan ka chakra hai (This is 
a limb (in our body), an ornament...it is the 
‘chakra’ of Krishna ‘bhagawan’). All 
karsevikas were bursting with speech—with 
arguments and descriptions, each had an ac¬ 
cent very distinctively her own. Within an 
as yet limned social and geographical scope 
then, the Ram Janmaboomi movement 
seems to have enabled major breakthroughs 
in women’s political self activisation, not 
available to earlier communal upsurges. The 
relevant parallel seems to be with phases 
within Gandhian mass movements or the 
final stage of revolutionary terrorism in 
Bengal when an intensely devotional form 
of patriotism admitted women as full- 
fledged activists. 

In a curious way the present movement 
inverts the usual pattern of symbolisation 
within national and earlier communal move¬ 
ments. So far, in both, the fetishised sacred 
or love object to be recuperated had been a 
feminine figure—the cow, the abducted 
Hindu woman, the motherland. When we 
had interviewed B L Sharma, secretary of 
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Ik VHP Indraprastha unit last April, he 
lad woven an entire anti-Muslim tirade 
iround the Figure of the endlessly raped or 
hreatened Hindu woman. Sanatan Dharmi 
Hid Arya Samajist office-bearers extended 
he image into tiiat of a perpetually exposed 
ind endangered motherland 'Mere, however, 
he occupied ‘janmabhoomi’ belongs speci¬ 
fically to a male deity, and women are be- 
ng pressed into action to liberate it and 
vstore It to him, to bring back honour to 
Ram. Ram’s army of monkeys and squirrels 
tas now acquir^ a new combatant and 
Sita’s sex is coming to the rescue of Ram¬ 
in inversion of the epic narrative pattern 
where Ram and his army had to go and 
mng Sita back The reversal of roles equtps 
he communal woman wtth a new and em¬ 
powering self image The woman has step 
xd out of a purely iconic status to take up 
ictive position as a militant 

In this context, the very careful and 
dgmOcant handling of the baby Ramlala im 
ige acquires new meaning Stalls in Ayodhya 
wll a large number of stickers and posters 
lepicting a chubby infant baring his pink 
|ums in a toothless smile Local legend has 
t that in 1949, just before the deity 
niraculously reinstalled itself within the 
nosque, a police constable had found a dark 
ind lovely child playing by himself in that 
x>rner the homeless baby had come back 
some to claim his patrimony The VHP 
ndeo cassette produced by J K Jam, the 
Shaye Prakat Krtpala, reproduces the event 
>ver a long time, with the child within the 
nosque displaying himselt in a variety of 
cute* poses and eventually stringing a bow 
IMe must remember that Ramayan and the 
Ramkathas resonate with the many losses of 
Ram he loses his kingdom, his father, he 
s separated from his mothers and his 
Mothers and then he loses Sita—this is a 
Figure bathed in tears, a reason, perhaps, 
why the common man and woman can iden- 
jfy more with him than with other mythical 
leroes The entire series of deprivations has 
low been collapsed into the shape of that 
rresistible human idol—the deprived male 
nfant On top of that, within the mosque 
ind next to the mam deity, is an icon of the 
mwling Ramlala—a posture traditionally 
issociated with the baby Knshna and link 
id to a long chain of associations with emo 
:ional and aesthetic structures While the ap 
peal of the homeless baby would be a general 
)ne. It would be especially poignant for 
women Readings of recent events that m 
list on a monolithic militarisation of Hm 
luism by present iconic trends, therefore, 
miss out on their versatility which is their 
most remarkable feature While the Ramlala 
appeals to the mother in the woman, the 
warrior Ram probably simultaneously 
■rouses a response to an aggressive male 
sexuality 

All this as I had said earlier, is a relatively 
new development Up to the middle of last 
year, well after the shilanyas ceremonies with 
their attendant riots were over, there was 
practically no literature by women that VHP 
or RSS offices sold regularly VHP news 


sheets that covered ‘shilapujan’ and shilan- 
yas ceremonies gave no space to her writings 
Even Rithambhara's cassette addresses its in¬ 
vocations to rise and fight exclusively to 
men Btrbhaiyon jago> (Brave brothers, 
awake) Her speech obviously targets women 
listeners as well There are intimate refer 
ences to domestic politics among mothers, 
sisters and daughters-in-law, to women’s 
work within the home Yet each time the call 
for action is issued, it is addressed to 
brothers “You have to make yourselves in 
to a clenched fist, my brothers” Inspirational 
feminine examples relate to motherhood 
how Bhagat Singh’s mother was found cry 
mg after his death, not because she had lost 
her son, but because she had no other son 
to be martyred Even the Rani of Jhansi is 
invoked as the mother of a brave patriot It 
IS true that the Bhaye Prakat kripala cassette 
inserts the warrior figure of a queen as an 
adversary of Babur, and, within the current 
movement, Saddhvi Rithambhara, Saiyavam 
and Viiayrajc Scindia arc endowed with an 
exalted position They are, still, exceptional, 
rare figurifs Up to this point, then, women 
are still the productive womb, mothers ol 
heroes Their presence was minimal on the 
crucial days of October TO and November 
2 At the Rashlrasevika Samili ottici I was 
told quite frankly 'hat the decision lo iiain 
karsevikas was the result ot an inlcnial 
debate that was eventually won b> somif’cr 
samiti members 

A ncwi •.hifl has, theicforc, occutred vers 
recently, a shill that is pregnant with 
possibilities tor Hindu communalism as well 
as with problems ( ommunalorganisaiioiis 
have not allowed a demonsiratisciv publn. 
or even a very active political role to women 
so far The Rashtriya Swayam Sevak Sangh 
IS —and this is a very significant tact an t \ 
clusively male organisation When lakshmi 
bai kelkar approached Hegdc’war in I9T6 
with an appe^ to admit women as membcis 
she was refused and Hegdewar latci helped 
her to set up a parallel but separate organisa 
tion with a small yet significant difference 
in name ‘ the members of the RSS ate 
Rashtriya Swayamsevaks while the membeis 
of the women's wing are Rashtrasevikas 
There have been debates wilhin the RSS 
about giving membership to women but so 
far the ‘sangh’ has remained uncompromis 
ingly male The Rashtrasevika Samiti has 
kept a remarkably low public profile through 
the SIX decades of its existence Even though 
It IS one ot the oldest women’s organisations 
m the country, its total membeiship is about 
a lakh now and is largely restricted to tradi 
tional RSS and BIP bases—Maharashtra, 
Karnataka, Andhra Pradesh T he Delhi wing 
was formed in 19(10 and now includes about 
2,000 samiti members Sakhas are ItKaieo 
almost entirely in middle class areas 
Kaiolbagh, Patel Nagar, Janakpuri, Narama 
Vihar, R K Puram, l.ajpat Nagar, Kamla 
Nagar Volunteers come from enterprising 
trading families or trom middle ranking 
government service background The VHP 
Mahila Mandal, which started operating in 
Delhi from the 1980s, has about SOO 


members The two mass fronts of the 
VHP—the B^jrang Da) and the Duiya 
Vahim—are stru^ly seggregated. The growth 
in spatial, numerical end social terms has 
been quite tow compared to the Delln-based 
radical women’s organisations which have 
come up much later, or to mass women’s 
orgamsaiions under left pohtical parties. The 
All India Democratic Vtomen’s Association, 
linked to the CPl(M), was founded in 1981 
and now has a membership of about 29 
lakhs, overwhelmingly rural in composition. 
The Janawadi Mahila Samiti, its Delhi 
branch, has about 13,000 members, with 
large bases in labouring areas The com¬ 
parison IS relevant since the VHP Mahila 
Mandal and the Rashtrasevikas also work 
(unlike other radical voluntary women’s 
organisations) m close collaboration with an 
electoral party and a number of affiliated 
mass organisations 

What docs the apparent contrast between 
the austeic reserve of the organisations and 
the leccnt tlambovant wave of a militant 
reclaiming of the public spaces by women 
denote' Is It a break, a total departure, or 
IS It the eulminatiun of a long drawn out 
strategs' Oi, is it a conseteusly planned ex¬ 
tension that stretehes out old boundaries^ 

li 

It seems that we can usefully approach 
this pioblem through an extended reference 
to the vets laiiiihar eassette of saddhvi 
Kiih inibhaia One rcincinbeis that voice 
onis too well high pitched shrill, breathless, 
dcheciing a nonstop harangue wtth no 
modulation I he voice seems always almost 
about lo crack under the sheer weight of 
passion 1 he over w helming and constant im 
piession IS one ol immediacv, urgency, pas 
Sion spontatieits I or over 60 minutes ex 
tremc stress is eontinuously conveyed and 
spcc< h se-ems to be improvised as if on the 
field ot battle—an inspired voice speaking 
tecklessly from the gut The later ban would 
heighten the earlier impression Of impending 
martyrdom while legends about the ‘mar 
tyrs' of October TO and November 2 would 
subsequently feed back into the effects of 
the cassette I he cassette, then, is not a 
finished product but one that grows with 
events New technology opens up unprece¬ 
dented audio visual possibilities for political 
messages and stretches boundaries of orality 
The startling impact of the original maidan 
speech becomes simultaneously preserved 
and fixed and can duplicate its own efforts 
endlessly to ever growing audiences at will 
in changed political conditions By preser¬ 
ving and replaying the human voice and the 
spoken word, a different kind of impact is 
iitained from the one resulting from re¬ 
reading a written text The latter also grows 
and acquires new meanings over time but it 
remains an individual exercise, a privare act 
The spoken word addresses and whole con¬ 
gregation and proceeds through a continual 
interchange of passion between the speaker 
and the listeners New technology is able to 
recapture that exchange ad infimlum for 
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freriUy or dirferently constituted congrega¬ 
tions, and at the same time, allows the first 
message to fatten on new meanings and 
associations gathered from the movement 
unleashed by itself, growing from its own 
seif fulfilling prophecies. Rithambhara’s 
woods on martyrdom would have much 
enlarged .and transformed meanings for peo¬ 
ple listening to them after October 30. 

The technology naturalises the intended 
effect to such an extent and covers its own 
traces so completely that we forget that what 
we arc listening to is recorded speech and not 
a live recording of an actual speech cither. 
That sustained high pitch and that non-stop 
delivery would be impossible to improvise 
without breaks or modulation. It is a studio 
composition, an artefact which, with meti¬ 
culous deliberation and co-ordination, pieces 
together over long stretches, a caicfully 
rehearsed address. The greatest success of 
technology lies neither in picscrvaiion noi 
in duplication but in its naturalising abilities, 
in Its self-effacement. 

Without drawing an exact and mechanical 
parallel, and without reducing the movement 
to mere contrived effect, we can still relate 
the impression of spontaneous militancy to 
an elaborate and finely tuned institutional 
structure and a shared ideological stockpile 
that tie together a wide range ul party, mass 
fronts and movement ist bodies to the apex 
body—the RSS. Each individual organi¬ 
sation—the BJP, the VHP and their various 
fronts—has developed its own distinctive 
thrust area and all have internally circulating 
members A senior VHP Mahila Mandal 
leader has recently gone over to help out 
with BJP Mahila Mandal work. Rashtra- 
scvikas claim to have trained the Dtirga 
Vahini foi the karseva even though the lat¬ 
ter is affiliated to the VHP. Almost all BJP 
women MPs arc members of the Rashtra- 
sevika Samiti Co-ordination, in fact, stret¬ 
ches beyond the core of institutional cluster. 
Rashtrasevikas are offered hospitality for 
their training camps by Sanatan Dharni 
mandirs and UAV schools The samiti is 
closely associated with a chain of nunsery 
schools run by the Saraswati Shishu Mandir. 
The VflP headquarters at Ramakrishna- 
puram houses one of those schools. The 
school at Naraina Vihar has a very distinc 
live visual plan and layout. Instead of the 
usual pictures of flora and fauna or of 
nursery tales that decorate nursery schools, 
walls on one side display frescoes of Hindu 
historical heroes locked in battle against 
Muslims. On the other side are portraits of 
Hindu freedom fighters with appropriate 
messages inscribed below. The central 
building has the map of ‘akhand bharat' 
draped around the figure of Bharatmata 
with the entire ‘Bande Mataram’ hymn in¬ 
scribed below It. The DAV school on Auro- 
bindo Marg follows an almost identical 
visual display. 

An intricate and delicately-balanced 
system of inter-locking personnel, functions 
and interests is ultimately monitored by the 
apex parent dtganisation—the RSS. The 
sangh calls itself a family, not a political 


organisation. As proof of this it claims that 
ail its members are equal and uniform in 
dress, disposition and functions. This stems 
from a remarkably peculiar notion of what 
a family is, since there cannot be a family 
without'women in it and there cannot be a 
family that is ever undifferentiated in func¬ 
tions and habits. Only by developing a 
women’s wing, then, does the family meta¬ 
phor partly realise itself. The Rashtrasevika 
.Samiti was, after all. the first affiliate that 
the RSS helped to foster, although a good 
II years after its own foundation. The family 
model is not just a metaphor. All the samiti 
members that I talked to had male relatives 
in the RSS. In tact the striking ease and self- 
contidence that animate the very vocal par¬ 
ticipation of even junior office-bearers in a 
discussion with their elders may partly be 
explained by the status of their male relatives 
within the sangh. This might carry greater 
importance than the order of ranking within 
the samiti itsell. Within the Delhi VHP 
Mahild Mandal, too, the three top figuies 
arc all mairicd to VHP leaders. 

The organisational principles of the sangh 
piovide the pattern for the samiti. It does 
not have internal elections and the 'pramukh 
sanchalika’ nominates her successor. Office¬ 
bearers are selected by senior members. 
Samiti ‘pracharikas’ are unmarried women, 
repeating the accent on celibacy that charac¬ 
terises RSS ‘sarsanghchalaks’, all of whom 
so far have been bachelors. Much of RSS 
ritual is also replicated within the samiti. The 
strict and detailed code of regulations for 
setting up and disbanding the daily sakha, 
the physical and martial arts training (the 
samiti provides for lessons in yoga, sword 
and lathi play, judo and stengun fight), 
regular 'boudhik' or ideological discussion 
and the discipline and protocol within sakha 
programmes arc common to both Whereas 
the RSS observes six annual festivals—five 
of which arc connected with traditional 
religious events and the sixth, the Shivaji 
Utsav, is a Hindu nationalist celebration— 
the samiti observes five and omits the non- 
traditional festival. The major hymns are 
also more or less the same and are recited 
individually as well as collectively in exact¬ 
ly the same order At the same time, a Hne 
tension exists between vociferous claims to 
complete autonomy and pride in sharing the 
RSS heritage Viduhshi, a young office¬ 
bearer, told me rather defiantly that the two 
bodies are totally distinct as two railway lines 
arc which run parallel, yet always separated. 
The analogy, however, comes straight from 
Golwalkar. In a different sense, too, as we 
shall see latei. the samiti supplements cer¬ 
tain kinds of sangh work, in a way thereby 
reiterating the conventional place of the 
Hindu ‘dhaiampatni’ within the household— 
a related yet subordinate sphere. 

In the ‘boudhik’ sessions within the samiti 
I came across the same finished structures 
of thought, the same basic themes on which 
variations are played by Rashtrasevikas, the 
BJP, the VHP. individual karsevaks and 
sevikas and loose fragments of which have 
come to constitute parts of popular common 


sense among non-afllliatcd informal suppon 
groups for Hindu ‘rashtra’. Resonances of 
such views or values are heard even in the 
very different, far more rarefied academic 
atmosphere of sections of the radical right 
and the radical left. The RSS occasion^ 
plugs into a whole range of otherwise radical 
issues—ecology, world peace, interrelated 
critiques of western materialistic and mono¬ 
lithic notions of truth that lead to imperialist 
suppression of non-western identities. 

Here 1 shall take up a single theme whidi 
I heard being expounded at a samiti train¬ 
ing camp and about which I read up in 
samiti and RSS literature. This was the sym¬ 
bolism of the ‘bhagwatdhmij’ or the saffron 
flag which is ritually worshipped at the 
beginning and of-each *sakha'. 'The discourse 
Stans with the unique philosophical concept 
of toleraiKC within Hinduian—Sorw dhama 
sama Mova—which celebrates pluralism and 
the many equally valid ways of reaching god. 
This very pluralism and tolerance, however, 
characterise a single national ethos which is 
essentially Hindu and to which ail im¬ 
migrant religions have adapted themselves. 
The notion of an essentially Hindu national 
ethos came under attack when ‘fanatic’ 
Muslim rulers ruled the land and tried to 
destroy it with ‘brute strength’. Tie British, 
however, ‘planned to subvert the ri.ndu mind 
Itself. This was achieved through a seeming¬ 
ly superior and successful mode of western 
knowledge which induced self-forgetting and 
which substituted alien categories of thought 
for self-knowledge. The perception of a 
single national ethos was broken up and 
Indian history was restructured to prove that 
the nation means simply a geographical 
space inhabited by different but equal com¬ 
munities, each with its separate ethos. This 
false and alien notion of secularism des¬ 
troyed the single shared culture and fractured 
the sense of wholeness, led to communalism 
and violence, and eventually culminated in 
the partition. The sangh aspires to recuperate 
that essential wholeness through its strug¬ 
gle for Hindurashtra. As an RSS pamphlet 
puts it, “Vishal Hindu Bharatiya Samaj 
bhavi swayam sevak ... sangh samaj me 
sangaihan nahin, samaj kasangathan hai" 
(The sangh is not an organisation within 
society, it is organisation of society.) 

Our true history today is folded back into 
certain symbols that have resisted western 
distortion. The saffron flag, used in the past 
by Maharana Pratap and Shivaji, is one of 
them. At the National Flag Committee 
deliberations even Aad had accepted it as 
our national flag, but Nehru, the alienated 
wrong-headed secularist that he was, refused 
to do sa Vbt another symbol is the hymn 
‘Bande Mataram’ which captures the essen¬ 
tial shape of Bharatmata and for that reason 
must be recited in its entirety—fakhand’ 
reciution being the equivalent of akhand 
Bharat. For the same kind of reason this was 
substituted by Jana gana mana as our na- 
tiorul anthem which Rabindranath had ac¬ 
tually composed to welcome George V. The 
whote story is of course a complete frirrica- 
lion, but was reiterated by a whole range of 
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samiti members with complete assurance. 

Somewhat like the sangh, but much more 
emphatically so, the samiti leaves alone 
charily or social welfare work and has no 
interest in union activities. Numerical expan¬ 
sion or extensive mobilisation has not, then, 
so far been the primary concern which ex¬ 
plains their low growth rate. It is an intcn- 
tive physical and ideological training-centre 
3ut of which a small group of handpicked 
mdres is regularly selected and sent out to 
circulate among the affiliated organi.sations 
ind movements. 

That kind of intensive mobilisation works 
Dest during its first formative phase within 
> same-class situation where recruits and 
leachers do not constantly need to break 
Jown boundaries within their own disposi¬ 
tion and habits to communicate and interact 
with one another. Mobilisation is then 
liorizontal, unlike the vertical spread of 
radical women’s’ organisations which reach 
Mit to less privileged sisters as soon as they 
form themselves. The breadth of the latter’s 
concerns and connection is undoubtedly 
their greatest strength, yet the samiti does, 
perhaps, score over them in a greater initial 
ease in interaction among all its members. 
\ VHP worker described the sangh-samtti 
combine as engaged in ‘class work' rather 
than in mass work. Class here refers to a 
class-room situation where all participants 
usually share the same social milieu. The 
lescription is quite precise since the train¬ 
ing is pedagogical in a very total sense. Not 
lust the arguments but an entire mode of 
uguing, a particular disposition is slowly 
aurtured within the person, leaving a distinct 
nark on the more engaged activists—a 
calm, quiet confidence, an unhurried, pa¬ 
rent and seemingly rea.tonablc exposition 
which proceeds by agreeing with the other 
person as much as possible and then gently 
suggesting and building up its own basic 
ihemes. 

For the samiti, the daily sakha is not the 
ule or even the most major form of activity, 
fhe family concept is extended to cover the 
nembers’ families in a number of ways. The 
lamiti’s guardianship role in the case of un¬ 
married girls is carefully meshed in with an 
Kknowledgement of the primary rights of 
the family. If the family obstructs the girl’s 
iesire for further studies, a particular pro¬ 
fession, or a late marnage, the samiti at first 
Ties persuasion. If this fails completely, the 
Tamily's decision stands. The same policy 
s followed over problems of the girl’s 
Poyfriend or self choice m marriage. Rekha 
Raje, a pracharika hastened to assure me 
that the samiti tries to fill up their time with 
'healthy’ pursuits and such problems, there- 
Fore, rarely arise. If they do, the samiti first 
inspects the boyfriend. Once he is found to 
3e suitable it then trie to persuade the family. 
\gain, it is the family which must ultimately 
iecide and on no account should the girl be 
nicouraged to disobey. 

Prospects of persuasion are enhanced and 
problems of divided loyalties averted by 
regular visits io the girl’s home and the 
ivstematic cultivation of warm personal con- 
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nectkms. A young member told me that they 
make a point of visiting each other’s homes 
and dropping in for tea whmever they hap¬ 
pen to pass that way, so that the entire family 
IS included within the circle of the samiti 
solidarity. Adhyapikas from the sakha go 
over regularly to discuss a member’s beha¬ 
viour and prospects with her relatives. The 
samiti is then carried right into the heart of 
the domestic space and ceases to be an in¬ 
stitution within the public sphere Even if the 
girl’s own connections with her sakha snaps 
for some reason, durable contacts had been 
made with the parental family and the zone 
of influence had been permanently expand¬ 
ed. For small towns where individual samiti 
workers find it difficult to keep a sakha 
going, the samiti sends instructions every 
three months, keeping the member posted 
on samiti developments, ritual to be ob.serv- 
ed within this period and on how to attain 
a base among women of her acquaintance 
on a non-formal basis. At Khurja in west 
UP, Prabha Aggarwal, coming from a 
staunch RSS family, managed to set up a 
.sakha which acquired SO members. A scan¬ 
dal involving a local BJP pracharak, 
however, made parents withdraw then 
daughters from the sakha. Prabha now 
follows the ‘correspondence course’ of 
posted instrutlions, a spreads samiti festivals 
and rituals on a home-based format. The 
local Saraswati Shishu Mandirs do the rest 
of the work, on school premises. 

Solidarity and warm supportiveness is 
more actively expres.sed when samiti members 
take turns with cooking and nursing 
whenever there are major illnes.ses m a 
member’s house. The sakhas have a strictly 
local character and these gestures find them 
strong roots in the entire neighbourhood 
When a girl marries off into a non-RSS 
family and her new domestic situation 
prevents active sakha work, senioi sakha 
members regularly visit her in-laws and 
strike up a close relationship with them. The 
married girl then acts as a pivot within a new 
domestic set up, a new neighbourhood. The 
samiti in fact encourages her to drop sakha 
work for the first few years after marriage, 
until her status in her new home is firmly 
established and her samiti friends 'are ac¬ 
cepted by the entire family. If, however, the 
in-laws still discourage a connection with the 
old sakha, she is again not advised to assert 
her choice. Her old samiti members ol the 
local branch keep in close touch with hei and 
with her family. She is given a few easy ex¬ 
ercises that may be done c\’cn within a fair¬ 
ly crowded home and she is told to teach 
them to women relatives in the new family. 
She is also advised to establish herself as an 
ideal counsellor and arbiter for women 
within the family. Once that position is at¬ 
tained, she can then informally discuss the 
ideas she had been trained in during her 
sakha days or which her samiti members 
have kept her attuned ta One can see how 
useful such a loose and informal network 
would, have been to inculcate notions of 
‘Hindutva’ and ‘Hindurashtra’ over a long 
period of time; and then, to swiftly link them 


up with a violent i^iiation whidi wotild Hnd 
a ready support base without uiy direct and 
immediate omanisational investment. 
Gradually her reputation as a dependable 
adviser and friend in need will spread to the 
women in the neighbourhood and enlarge 
and stabilise a circle of dependents and 
listeners, for the women within the kinship 
network and the immediate neigMxturhood, 
the presence of such a woman ensures an in¬ 
formal forum for the discussion of general 
topics. This way she fills up a crucial gap 
and appeases a very real hunger for serious 
intellectual discussion among women which 
traditionally only religious topics used to 
provide Women’s religiosity is usually ex¬ 
plained in terms 'of certain emotional, 
cultural or social needs. A very vital func¬ 
tion of religion is4utrdly taken into account: 
that it alone gives her access to a world of 
meanings enclosed in epics, allegories or 
other forms of religious texts that she can 
interpret and dwell on, and thereby trans¬ 
cend her own immediate and closed world 
of limited experience The samiti partly con- 
tinue.s these themes and partly weaves them 
into a different and larger political fabric 
A Haryana housewife activist told me that 
for her the highest value of the samiti lay 
in exposing her to the world of thinking 
beyond household, or personal matters. 
Golwalkar had seen a lot ol possibilities in 
such hou.sehold-cum-ncighbourhood circles 
for women working fur the sangh and these 
possibilities have been much extended since 
his times. 

Informal training for unaffiliated wives 
of R.S.S activists is yet another important 
field for samiti work. At a samiti training 
camp, a whole session was reserved for them, 
followed by a joint lunch and a group discus¬ 
sion of their problems and possible acti¬ 
vities. I found that the wives were as familiar 
with samiti activists and activities as any for¬ 
mal member. I met a .school teacher wife of 
an RSS activist who has been married for 
five years, before which she had had no con¬ 
tact with that organisation. Now, even 
though she is not a member herself, she 
managed single-handedly to persuade her 
entire body of colleagues to join a day-long 
protest fast at Ajmal Khan Park after the 
October 30 deaths. Her account of the samiti 
and the sangh was as detailed and as confi¬ 
dent as that of any activist’s. Her work, she 
told me, was manifold. She has to coach her 
two tiny children thoroughly in the daily 
sangh mantra recitations and cultivate pro¬ 
per ‘samskaras’ in them. She, along with 
other RSS wives, makes a point of bringing 
them over to samiti ceremonies as early as 
possible so that it becomes a second home 
to them. Another function was to help out 
with needy RSS families in her locality. Her 
husband, for instance, would tell her if one 
of them was getting a daughter married, in 
that case all the more affluent wives would 
divide up parts of the dowry to be collected 
among themselves. They would also get 
together to help out if a distressed RSS 
member or someone in his family suddenly 
needed blood. RSS members are required to 
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donate Mood and Keep then- certificates 
precisely for this purpose—to have access to 
the blo^ bank in emergencies Apart from 
being a far- sighted and practical form of 
support, this probably fosters the notion of 
a blood brotherhood In her professional 
capacity the wife is expected to gather in 
fluence and respect for her ideas and at 
titudes within her place of work Much of 
the samiti’s activity is then informal and 
directed at constructing an ideal, totalitarian 
RSS family The concept of expansion is a 
family by family, mind by mind, building up 
of the Hindu nation—an incredibly patient, 
long term strategy It i^ to stretch a concept 
of Gramsci, a form of hegemony built up 
on a molecular model 

111 

Is the samiti then merely filling up a space 
marired out for it by the sangh for its own 
purpose'^ And, if so, does not this conclu 
sion contradict a statement that I had made 
earlier in the paper—that the strength of the 
movement lies in the exhilarating possibi 
lities It creates for certain sections of deep 
ly conservative women, in its being an ex 
pression partly of their own creativity’’ 

I think that the ongmal parameters work 
ed out by sarsanghchalaks have proved to 
be flexible and accommodating The major 
body of Ooiwalkci s instructions for women 
had carved out a sort of a taikshmangandi 
of faithful motherhood with n which the 
properly instructed mother carefully guards 
her children from corrupting western in 
fluences and instils in them the right 
sanskaras—filial pictv knowledge of 
patriotic heroes and of religious texts 
Rashtrasevikas have travelled a long distance 
since then without overtly resisting the 
original instructions 1 he gap between the 
original impulse and the new self definition 
may or may not open up fissures within the 
movement, depending upon the versatility 
and suppleness of the sangh ideology both 
of which, I fear, arc considerable 

Somewhat different pulls seem to be 
working within the samiti itself, though it 
would be crude and false to categorise them 
as potemially feminist versus overtly funda 
mentalist one Varieties of emphasis, none 
theless, remain interesting In the first place, 
there are somewhat different versions of the 
ongin myth of the organisation Neither the 
authorised history of the samiti, nor the ac 
counts of a senior office bearer and a 
prachanka mentioned anywhere that Hegde 
war was first approached to admit women 
into the sangh and that he refused and 
helped Kelkar to set up a parallel orgamsa 
tion It IS an RSS publication that dwells on 
this fact and claims that Hegdewar convinc 
ed Kelkar about the problems of a common 
orgamsation Samiti accounts, then, seem to 
need to push away the fact of that refusal 
Again, the offiaal samiti history has a 
somewhat different explanation for the 
samiti’s foundation It says "Hmduiva 
jagamn ka pn'mukh dhyeya tekar is swatm 
tmsangathankashubhammbha huya“(vnth 


the primary aim of the awakening of Hin- 
dutva, this independent organisation began 
Its auspicious start) Rekha Raje, a 
prachanka, however narrated how Kelkar on 
a tram journey had witnessed a young girl 
being raped by goondas (not Muslim ones, 
she replied to my question) in her husband’s 
presence She realised that since Hindu 
husbands cannot protect their wives, they 
have to strengthen themselves Whereas the 
edge in this story is turned against the 
failures within Hindu society—Hindu male 
violent lust and Hindu male cowardice— 
the official text overlays that version by the 
broader and more general aim of Hmdutva 
'jagaran' 

In the sell cx ilanations and self dcfini 
tions produced by the samiti there is 
primary emphasis on physical courage and 
strength on a trained hardened invincible 
female body 1 he sangh loo, defines this— 
cultivation of Hindu woman’s physical 
strength—as the first principle and then goes 
on to list ‘ intellectual grasp of the values 
of Hindu culture and devotional attachment 
to the ideals of Hindu womanhood” A 
samiti publication puts it in stronger terms 
"Swasangrok\hank\ham nan ki samaj me 
adhik pralishiha hoii hat (a woman who 
IS able to defend herseK gets a larger status 
in society) Ihc specific deity which sums 
up their aspirations is the militant icon of 
'ashihabhuja Durga who subsumes Saras 
wati Lakshmi and Kali Sevikas are meant 
to meditate on her weapons particularly 
They see themselves as full Hedged soldiers 
in an impending apixalyptic war their daily 
pa meal mantra is translated as “Our limbs 
and bodies have been nurtured by our 
Motherland and we must give them back to 
hci in her service alone! L xpounding on this 
theme Asha Sharma, who is in charge o* the 
Delhi organisation, explained that this binds 
up the notion of sacrifice with that of ac 
tive fighting When I asked IP it was some 
kind of a civil war situation that she had in 
mind, she replied that it was a possibihtv 
Certainly then Ihc explicit purpose for 
which the empowered Hindu female body 
IS trained is patriotic war against the Muslim 
combatant The large place that the myth of 
Muslim lust occupies within the general 
mythology of Hindu communalism would 
also explain the need for self strengthening 

Yet we must remember the oral version of 
the oiigin myth—Hindu goondas raping a 
girl in the presence oi a Hindu husband- 
and also the rcfereiici to the larger status of 
the swasangrakshanksham nan within her 
own social milieu Defence against and 
respect within her own environment is then 
the implicit subtext which might in every 
day calculations become a more powerful 
motive force and a more real compulsion 
than the ultimat political intention of 
Hmdutva jagarar When wc consider the 
context from within which the samiti 
mobilises and trams its women the force of 
the immediate compulsion becomes clearer 
Sevikas come from upwardly mobile, urban 
olvent, trading or middle ranking service 
sectors—a fertile breeding ground for dowry 


mufden and the violence on wivn iMr 
precedes them V^Mnen'i OQaiiiMtions that 
deal with huge numbers of divorce or main* 
tenance suits arising out of this sociai level, 
are very familiar with the violence and op- 
pression that flourish here againn women. 
In the big northern cities, if not in the rich 
small towns so far, education and profes¬ 
sional, opportunities for women have come 
m late and recently but have come in a big 
way Nor are families opposed to women’s 
employment and professional training since 
It IS regarded as a valuable source of extra 
income. Thrust into public and mixed spaces 
for the first time women daily encounter yet 
new forms of overt or covert sexual discri¬ 
mination and violence It is no wonder that 
the physical training programmes of the 
sakhas prove extremely attractive to such 
women, with the promise of a powerful body 
and the attendant selfconfidence Fhat body 
and that mental attitude that it generates 
would be a vital shield against gender op¬ 
pression within domestic as well as public 
spaces 

We may then assume that despite the 
overarching aim of Hindu power the woman 
needs also to utilise samiti facilities to em 
power herself against her own hostile en¬ 
vironment Problems of the newly mobile 
professional woman are often d. ,v ussed in 
the Jagnti, the samiti journal An article, for 
instance, desenbes how the author withstood 
the offensive behaviour of a police officer 
who partially undressed himself in her 
presence when she had gone in to report a 
street accident Several others take up this 
Iheme how to construct a responsible and 
fearless woman citizen and teach her to ex 
ercise het civic rights and duties within a 
chauvinistic woild 

Two very different readings of the precise 
location of the Hindu woman within her 
own society seem to be jostling each other 
within the samiti The pramukh sancha 
Ilka s speech at the 1990 annual conference 
insisted that Bharat (read Hindu tor it) ki 
nan sarxada se mukt hai" (The women of 
India have always been free) An article in 
JagnU entitled ‘Rashira ka Adhar Nan’ 
reiterates this conviction and traces a long 
history of her jiower within Hindu society 
from Manu to the current movement Vet the 
same issue carries another article—Nan 
lagaran—where the present women’s move 
ment in India (which is not equated with the 
specifically Hindu movement) is described 
as a result of and an antidote to the 
gcncialiscd oppression against women 

hereas the earlier trend is extremely cntical 
of the global women s movement as a sign 
of western corruption the latter explains and 
legitimises i Another article, ’Parivartit 
parivesh me Bharatiya Nan’ criticised Indian 
men for obstructing the larger entry of 
women into politics It is interesting to see 
that while the more authoritative state¬ 
ments-Golwalkcr, RSS strictures, the 
samiti s official accounts—applauds the 
new Hindu women for resisting western 
modernism, women’s own articles, when 
they deal with their everyday problems and 
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perceptions, are little concerned about, 
westemiwd modernity. In fact the new Hindu 
woman citizen is cast in a mould which is 
very close to that of bourgeois feminism. 
Nari ke sarvangin vikas ke liye uska arlhik 
roop se swalantn hona paramavshyak hai, 

, ‘alah nari ki arlhik swalanirala ke iiye rozgar 
> me sangrakshan hona chahiye lalha usse 
t sambandhii sabhi mukadamon ke liye 
mahila nyayadhish chahiye (In order to 
attain the comprehensive development of 
women it is extremely important for them 
to be economically independent. ^ in order 
to ensure economic independence, they need 
reservation in employment and they need 
women judges to conduct all cases related 
to such issues). The new Hindu woman is 
therefore, a person with professional and 
economic opportunities, secure property 
bwnership, legal rights to ensure them and 
some amount of political power to enforce 
these rights. 

How does this woman relate to Hindu 
tradition? I feel that Hindu tradition exists 
for her as a deeply cherished yet somewhat 
remote icon which requires ritual worship 
but is seldom brought out for daily use or 
inspection. There is very little interest in pro¬ 
bing it and deciding on what it actually says 
about gender. In fact, very often the ques¬ 
tion of religious faith is interpreted as and 
completely displaced onto the realm of 
patriotic faith. The greatest triumph of the 
present communal moment has been to 
blend ‘deshbhakti’ and ‘Rambhakti’—the 
two very potent sources of emotional 
involvement—into a homogeni.sed whole .so 
that adherents use them interchangeably. 
When our interviewer asked the karsevika 
Vijay Dube, a woman who plans to adopt 
sanyas, how Rambhakti has come to mean 
so much to her, she immediately traced back 
its source to her childhood experience of the 
China war and the passions it had aroused 
within her. Patriotic faith, in her case, was 
the original impulse that stoked religious 
passion and she herself was not aware of any 
distinction between the two. The process of 
mutual collapsing works with equal felicity 
the other way round too. At Ayodhya, it was 
the banning of the usual ‘parikrama’ route 
that is a part of normal pilgrimage activity, 
that turned pilgrims into karsevaks with 
great ease 

On specific questions of gender within 
Hinduism, the verdict seems to be un- 
oquivocally modernistic. Sati was squarely 
d^unced by all office-bearers. When I ask¬ 
ed about voluntary sati,-a young activist said 
with genuine revulsion: Woh ho nahm sakla. 
Aural jalegi xyoon? (It isn't possible. Why 
should a woman burn?). She then went on 
to explain that she might do it out of 'depres¬ 
sion and frustration’ that is, as a mark of 
weakness, not as a mark of strength—but 
neighbours and relatives must shore up her 
vnll to live. The samiti theoretically does not 
ban inter-caste or even inter<ommunal mar¬ 
riage, provided of course; the family agrees. 
The Jagrili coverpage depicts two helpless 




women against a black background, aouching 
in a helpless mourning posture And out of 
that dark frame, a young, rather grim-faced 
woman steps out on the radiant half of the 
cover with a fire step and uplifted head. 
There are no traditional Hindu marks on her 
body—no ‘sindur’, no veil, no ‘bindi’. She 
wears chappals, her sari is draped tightly 
around her and her whole stance is free, even 
aggressive. Of course, she does wear the 
samiti uniform—the purple-bordered white 
sari. A surprising feature of this magazine 
is its uncompromisingly non-feminine' 
nature. It makes no concessions to conven¬ 
tional women’s topics. There are no hints on 
beauty aids, no cookery or embroidery sec¬ 
tion, no advice on child rearing. Stories are 
scrupulously bare of the romantic element 
I hey deal with the romance ol Hindu cim- 
lisation or that of modern patriotism 
instead. 

Women’s power is a theme that is discuss¬ 
ed and celebrated, often in the most grotes¬ 
que of circumstances. At the Ayodhya 
karseva, a crowd of women was chanting the 
bcautifdl feminist slogan; Hum Marat ki 
nan ham. Phool nahm chmgari hat. (We arc 
the women of India. We are not flowers, we 
are embers.) When our interviewer asked 
them why Sita was absent in the invocations 
to Ram, the men fell silent but women hud 
their answers ready. One said that this was 
Ram’s birthplace and not Sita's which ac¬ 
counts for her absence. But Vijay Dube in¬ 
terrupted her to say that 'Shri' actually 
means Sita and hence in the chant Shri Ram, 
Sita is actually placed before Ram. The in¬ 
terviewer asked --‘You mean Sita is contain¬ 
ed in Ram?” “No”, said Dube, "Sita comes 
before Ram”. Not only had thought gone in 
to the location of Sita, there was al.so a 
recognition that Sita must come before Ram 
In a VHP book for children, Hanuman ki 
Kabaddt, Hanuman declares himself to be 
neither Ram’s ‘bhakt’, nor Sita’s bhakt, but 
the bhakt of Sitaram alone. 

I do not at all want to convey the impres¬ 
sion that a sort of women’s liberation is go¬ 
ing on happily within a somewhat unfor¬ 
tunate Hindutva framework..Whcn I asked 
Asha Sharma where the samiti differs from 
other women’s organisations, her reply was 
immediate. “We do not believe that in 
marital disputes the husband is necessarily 
to blame. When we arbitrate, we do not take 
the woman’s side, we are neutral. We tell the 
woman that she must do everything to 
preserve her home life. Hum ghar lorne-wali 
nahin ham (We are not wreckers of home.) 
They offer no formal legal counselling to 
women, nor is divorce generally encouraged. 
Dowry is regarded as an evil, yet there 
obviously is no ban against its practice 
among sadgh or samiti members. If a de¬ 
mand for full citizenship rights and affir: 
mative action is made in Jagrili from time 
to time, there is no critical review of Hindu 
patriarchy. When karsevikas at Ayodhya 
were ask^ if their status would improve 
within Hindurashtra, one of them said yes. 


because Muslims then would not be aUowsd 
to have four wives and that alone would en¬ 
sure greater respect for women. She could 
not, on the spure of the moment, think of 
any other possibility within Hindutva for 
herself. 

The same silence is maintained about 
caste, it is formally denounced and sakha 
members are not to submit their surnames 
when they enroll, so that their ca.ste status 
does not become public knowledge. There 
is also community dining to ensure the 
absence of barriers. Yet the caste system is 
not a theme for di.scussion or criticism in 
boudhik study sessions. As with gender, 
class struggles are yet another field of 
resounding silence and non-involvement. 

IV 

Where do we Icminists stand in relation 
to this manilcsiaiion of women’s power? 
I'herc IS no denying that it does empower 
a specific and stKially crucial group of 
middle class women, ii not in an absolute 
femmisl diiection then definitely in a relative 
sense. It helps hitherto homebound women 
to reclaim public spaces, to acquire a public 
identity, it confers upon them a political role 
and even leadership.. It teaches the women 
not to regard herscit as merely feminine but 
as full-llcdgcd citizens It gives her access 
to serious intellectual cogitation. 

Wc know the cos's loo. I he public iden¬ 
tity is regimented, colourless, grim. Intellec¬ 
tual discussion and political involvement 
have reached then fulfilment in a violent 
campaign of blind h.atrcd, and not in a criti¬ 
que ol clas.s, caste and patriarchy. It prepares 
the woman to be a citizen ol an authori¬ 
tarian Hindurashtra, to wreck secular, demo¬ 
cratic politics. 

This paradox ol self-limiting and violent 
sell-empowerment must not be appropriated 
within current, z fashionable, flat and facile 
critiques ol post-enlightenment modernity 
which read Hindutva as yet another proble¬ 
matic manifestation of a necessarily dis¬ 
torted westermst discourse and seeks a 
resolution for it within a so-called unpro¬ 
blematic, accommodating, warm and gene¬ 
rous Hindu tradition, in a shift from moder¬ 
nistic Hindutva to traditional Hinduism. 
Socialists and feminists can see no resolu¬ 
tion for caste, class or gender issues within 
tradition, nor can they afford the luxury of 
a.scribing ail present distortions to an abst¬ 
ract. that notion of colonial discourse. In 
any case, the specifically modernistic ele 
menis in the communalism of Hindu women 
are hardly ones that they can identify as 
sources of distortion or reebmmend their 
abolition. The samiti’s verdict on sati would 
be an obvious example. The real problems 
lie in the realm of active politics, the resolu¬ 
tion lies with more aware and sensitive forms 
of Left democratic and feminist movements 
alore. 

[1 his uriicic was wnticii bclorc the Lok Sabha 
elect ions. I 
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Sukhamoy Chakravarty as a Development 

Economist 

Manmohan Agarwal 

On the occasion of the first anniversary of his death on August 22,1990, this paper discusses Sukhamoy 
Chakravarty's views on development. As a development theorist, Chakravarty's work can lx broadly divided into 
two categories. A characteristic of much of his earlier work is its concern wTth the implications of investment 
planning. Later/particularly qfter his experience in the Planning Commission, he was much more concerned with 
formulating an appropriate theoretical framework for analysing the development process and devising an ap¬ 
propriate development strategy, particularly for a labour surnlus economy such as India. 


SUKHAMOY CHAKRAVARTY acted as an 
economist in various capacities—as a 
development theonst, as a teacher, as an ad 
viser to the government and as a guide of 
research policies and directions We will here 
be mainly concerned with an analysis of his 
views on development His value system pro 
vided both the motivation for his interest in 
dcvdopmenl and guided his approach to the 
issues raised in development theory and 
policy He was a socialist deeply concerned 
with the role and nature of economic 
motivation in an individual's activities He 
wished that development would improve the 
living standards of more people But his 
definition of a good standard of living was 
a relatively austere one, more akin to the 
ideas of Mahatma Gandhi and the early pro¬ 
genitors of socialism when the productive 
forces of society were much less dc\ eloped 
His stress on an austere living standard lor 
people in the lace of the explosion in the 
world’s productive foices was based on bis 
views regarding the desired nature of 
economic man the incompatibilitv of com 
bining western consumption patterns with 
allevuition of the poverty prevalent in must 
developing countries, and the ecological ef 
feet of replication of western consumption 
patterns 

Chakravarty’s work can be broadly divid 
ed into two categories A characteristic of 
much of his earlier work is its concern with 
the implications of planning “The subiect 
matter of the present study may be desc r b 
ed as an investigation mto the various logical 
issues which are involved in the problem of 
investment planning” [I9S9] l,atcr, parti 
cularly after his expenente at the Planning 
Commission, he is much more concerned 
with foimulating an appropriate theoretical 
framework for analysing the development 
process and devising an appropriate develop 
ment strategy, particularly for a labour 
surplus economy such as India in this woi k 
he deals much more fully with the rationale 
for planning and the relative role of plan 
ning and markets An additional objective 
in this work is to resurrect a consensus regar 
ding development since without such a con 
sensus planning was difficult, if not 
impossible 

iNVFSTMtNT PLANNING 

Logic of Investment Planning (1959), 
which typifies work of the first category, 


deals with the requirements of drawing up 
a satisfaciory investment plan, albeit at a 
very abstract level The major issue is the 
necessity to plan for a structural break This 
in his view is a central and very difneuit task 
for a plan Later, in the context of his discus 
ston of Indian planning, he stressed the 
structural changes brought about by such 
planning lack of appropriate market 
signals for determining investment priorities 
to bring about the requiied structural 
changes, while providing a rationale lor 
planning, also renders planning difficult 
Overcoming this lack of signals requires a 
creative act one performed by the entre 
preneur in Schumpeter and required of the 
slate under planning As in a different con 
text he quoted the remark of Schumpeter, 
“adding on mail cqaches does not result in 
railwavs” |1980a| the discussion in the 
l/)gu of Investmem Planning ,.entres more 
on the necessity toi planning for a structural 
break and how *his could be accommcxfaied 
in ,1 plan framework than on the question 
ol ideniitving the appropriate ttansition 
path or the nature ot the structural break 
He, however notes that the choice of new 
indusiiies involved in the structural break 
depends on the evolution of demand, the 
cost at whii h demand may be satisfied and 
the time invo'vi’d in building up the capital 
stock In the context ol capital accumula 
tiun he analysed in detail how gestation lags 
could be ippropriaiels niioduced in the 
material balact' cquan ms and then effect 
on the dynan , evolu' >n ol the cconomie 
svsiem 

Chakravarty’s woik in the 60s whose 
culmination was in the bextk Capital and 
Development Planning (19691, continues to 
examine the logical questions which need to 
be resolved in drawing up an investmem 
plan He studied the implications of draw 
ing an optimal investment plan This has an 
appeal nut matched bs a less ambitious 
framework such as a consistent plan 
(Chakravarty and Lekaus 1964) The effect 
of factors such as the planning horuon, the 
choice of the terminal capital stock, the level 
of initial con'im ption on the optimal rate 
ol savings and iveslment is studied The 
nature of investment priorities is also 
discussed hui at a high level of aggregation 
because ol the difTiculties of generating clos¬ 
ed form solutions Simple numerical exer 
cises which are meant to be mainly illus¬ 


trative of the Indian situation and not a fuff 
blown plan are used to bring out certain 
salient features of an appropriate uwestment 
strategy for India for instance, chooung the 
terminal conditions appropriately from 
within the model on considerations of poet- 
plan growth would lead to higha levels of 
consumption during the plan penod than 
would choosing the exogenous terminal con¬ 
ditions arbitrarily (Lefeber and Chakravarty 
1965) 

I hesc optimal growth models employed 
the newlv emerging techniques for 
economists in the field of the celculus of 
variations not only in its classi al form but 
also the more recent advances I his work 
employed optimal control theory using the 
f'omryagin principle particularly useful 
where the objective function or the con¬ 
straints were linear, and also the theory deal¬ 
ing with cases with constraints represented 
by differential equalities or inequalities in¬ 
volving state and control variables But we 
are here interested more in examining the im¬ 
plications ol this body of work for develop- 
incnt policy than in the pioneering employ¬ 
ment and development of new tools or 
techniques 

hile keenly aware ol the limitations of 
such abstract models for policy making, 
particulatly under conditions of uncertainty, 
Chakravarty believed such analysis had 
several uses “The answer is to be that such 
theories arc of only limited interest This, 
however, is not the same as saying they are 
useless” [1969] It serves to show how the 
objective lunciion can be chosen to reflect 
structural leatutes of developing economies 
For instance, if for various reasons, the con¬ 
sumption of those employed is different 
from that of those unemployed, then the im¬ 
plications of this for the achievable level of 
savings in the society can be taken account 
of by postulating the consumption of the 
employed as a separate argument in the 
utility function to be maximised 

The analysis also serves to clarify how 
certain choices cannot be made on a priori 
grounds in divoice of practical considera¬ 
tions The pnnciple can be illustrated by the 
discussion on the choice of an appropriate 
rate of time discount In this controversial 
area one group has argued that an inter 
temporal discount factor should be incor¬ 
porated in problems of social optimisation 
just as in private intertemporal decisions. 
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Another group has argued that there is no 
reason why society should reflect the same 
myopia as individuals. Chakravarty argued 
that the more important concept was one of 
inter-generational equity, if not introducing 
a time discount factor resulted in very high 
current savings rates, then in a .sense the 
present generation was being discriminated 
against in that it had a high savings rate 
despite a lower income. Thus inter- 
generational equity might require the use of 
a time discount factor. Similarly with the 
question of the appropriate time horizon for 
planning. Logically any method of closure 
of a finite horizon model is unsatisfactory 
and planning over an infinite horizon is 
more appropriate. Uncertainty does not 
entail a finite horizon because the time 
horizon itself becomes an unknown. But 
arbitrary assumptions may have to be made 
to ensure convergence and an appropriate 
ordering among programmes over an inflnite 
horizon. Thus no particular specification 
may be unambiguously preferable and both 
may be used to provide insights The analysis 
also has the virtue of rendering explicit 
certain choice elements, and it might enable 
one to distinguish choice elements which 
significantly affect the optimal path from 
those that do not. 

At the practical level, optimal growth 
models provide a blueprint for discussion 
with political decision-makers. “The 
usefulness of growth models lies not in sug¬ 
gesting blueprints for immediate adoption 
but in providing certain scenarios for pur¬ 
poses of carrying out dialogues between the 
planners and the policy-makers" |I988|. 
Earlier in 1980 he had written’, “Optima* 
growth paths serve not as blueprints but as 
possible benchmarks for dialogue!’ They can 
also be helpful in classifying an optimal class 
of paths. For instance, one of the most 
significant results of his work on optimal 
growth models was the conclusion that a 
Mahalanobis type strategy of concentrating 
on the machine goods industry did indeed 
characterise an optimal path if it was assum¬ 
ed that capital was not shiftable between in¬ 
dustries and that the economy started from 
a position of relative capital scarcity. 

DEVElXIPMtNT Pot ICY 

in his later work, Chakravarty attempted 
to create a consensus regarding development 
policy—a consensus without which a socie¬ 
ty cannot plan its development path. He had 
argued in Capital Formation and Economic 
Development, when talking about the theory 
of rational choice over time, “However, 
behind any statement of this sort, there must 
be some implicit hypothesis regarding the 
existence of a stable political structure, which 
must reflect a minimum degree of conseasus 
on the goals of economic policy. The nor¬ 
mative usefulness of a maximising entity 
loses its value if a society reaches a deadlock 
between sharply opposed social groups", or, 
as he pul it more succinctly later in 1989, 
“Planning after all requires a broad measure 


of public consensus”. Such a consensus 
about development economics had prevailed 
among economists in the 50s and 60s. But 
it had been fractured in the 70s and 80s with 
some economists even claiming that there 
was no scope for a separate discipline of 
development economics. In India, the 
political consensus on development policy 
achieved under Nehru had also broken 
down. 

Chakravarty’s attempt to forge a new con¬ 
sensus on development economics—the need 
was stressed in his Marshall Lectures, 
|l989a,b|—as well as to develop a coherent 
development strategy for a labour surplus 
economy such as India in the face of the 
economic, social and political changes which 
had occurred since the advent of planning, 
were further complicated by the happenings 
in eastern Europe. He was grappling with the 
question ol what these events revealed about 
people's preferences, about the nature ot a 
desired society in general and for develop¬ 
ment polity Elements of the consensus 
would have to reflect the goals of develop¬ 
ment policy, the role ot markets and plann¬ 
ing and at a more practical level development 
stiaicgy and investment priorities 

In esamining the relevance of a discipline 
ot development economics in current cir- 
cunistatices (hakravarty studied the 
development of the subject by discussing in 
a series of articles [1980,1988,1989a, I989b| 
the contribution.s to development of 
economists such as Marshall, Marx, 
Schumpeter, the importani conceptual con¬ 
tribution ol the Bukharin-Preobrazhcnsky 
debate, etc. The acceptance by policy-makers 
in both the developed and developing coun¬ 
tries ol a theory ol a state-directed policy 
of industrialisation developed initially by 
economists such as Manoilestxi, Manddbaum, 
Rosenstcin-Rodan, etc, at the time ol the 
second world war, was not so much because 
ot alleged market tailures but from a growth 
perspective furnished by data in regard lo 
southern and eastern Europe on massive 
agrarian oveipopulation |l989a| 

VAii.r Sssii \i 

As lai as C'hakiavaits's saliic ssstem was 
concerned he remained deeply commiiietl to 
a particular vision ol development The 
question is not only one ol the disiiibution 
of the fiuils of development but also ot the 
role of economics in the hie ot an individual 
and the nature of economic motivation lie 
preferred economic relations based on a co¬ 
operative value orientation tather than v'li 
competitive organisation of private con¬ 
sumer goods. He was thus extremely con¬ 
cerned with developments in eastern Europe 
and China which placed greater emphasis 
on provision of private consumption goods 
as it suggested that capitalist and socialist 
modernisers have the same perception of 
what constitutes a good life with the ques¬ 
tion being reduced to which system 
generated faster productivity growth [1987a]. 
His objectives did not necessarily require a 


very rtpid rate of growth. As he pot h in Us 
article on ‘Nehru and Indian Planning’ 
[I989f], “It is not so much the modest rate 
of growth that bothers me, but several other 
major areas of underachievement. These in- 
clude low levels of literacy, an increasingly 
inefficient secondary school system, insu^ 
fleient provision of health care and growth 
of unemployment in urban and rural areas." 
The distributional and welfare goals could 
be achieved with a modest rate of growth on¬ 
ly if consumerism, particularly of the rich, 
could be restrained. He was, therefore, 
disturbed by the idea that consumerism 
could be the sole motivation for economic 
activity. At the global level he believed that 
such consumerism should be restrained for 
ecological reasons. 

Wide distribution of the fruits of growth 
required an employment-oriented plan. But 
one had to take a long-term point of view 
because a seemingly pro-employment policy 
may turn out to be against the interest of 
the working class in the long run [1974). 
From the long run point of view the factors 
permitting rapid growth are also typically the. 
lactors which facilitate the stepping up of 
the rate of capital formation, though the 
converse need not be true. If unemployment 
IS large and if the rate of growth of the 
system is greater than that of the stock of 
labour, the time needed to attain full 
employment is likely to be minimised if the 
system is permitted to grow along a Von 
Neumann- lewis path. In a country with a 
large surplus labour force the maximal rate 
ol growth of output and employment would 
be reached by utilising this surplus labour 
for'capital formation. But for such collcc 
tive non-market creation of assets the ques¬ 
tion of the distribution of benefits from such 
a.sscts has to be resolved. Failure to resolve 
this question has been one of the reasons for 
the usually limited reach of ‘food for work’ 
programmes. Land reform can spread the 
benefits of growth It not land reforms than 
other forms of institutional reforms, in¬ 
cluding creation and holding of rural assets 
by colleciiviiies in rural areas together with 
provision ot services to small holders, will 
be needed Bui the problems of land reform, 
Ol providing services to small holders or 
organising unemployed rural labour cannot 
be tackled without .strong determination 
jlefebcr and Chakravarty l%Sj. Altering the 
pattern of growth needs to be supplemented 
by programmes directly targeted towards the 
vulnerable groups. 

What of the role of planning? Chakra- 
varty had long held the view that planning 
and the use of markets were complmentary 
rather than rival approaches. The care for 
planning based on the notion of market 
failure is analysed in great detail [1973]. 
Market failure could arise from non- 
eustence of a competitive equilibrium—here 
he emphasised increasing returns to scale, 
absence of markets—particularly of futures 
markets, inoptiroality of the equilibrium 
because of the presence of distortions or 
because of the asymmetric income distribu- 
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tion. He saw pianung as a lortn oi 'ii^itru- 
inenul inference rather than as an glter- 
native to a market system based on com¬ 
mand and fulfllntent. It can serve a sitaiegic 
purpose becauw the process of development 
generated large diKontinuities and the 
market mechanism would not provide ade¬ 
quate signals for investment for such struc¬ 
tural changes (1977,1989b]. Market failures 
can sometimes be corrected by internalisa¬ 
tion brought about either by pricing out the 
external effect, or by mergers, namely, 
changing property rights.In the absence of 
such change in property rights, the burden 
on the fiscal system may become too 
large—he stressed Schumpeter’s concept of 
Hscal sociology—or extent of dependence on 
quantity-based allocations will need to be 
stepped up. Furthermore, a market-based 
growth strategy might tend to ignore the 
poor. Complete reliance on market signals 
would give greater importance to the con¬ 
sumption of the upper classes who after all 
have more purchasing power. Dangers of 
consumerism have been discussed above. 

Furthermore, in the Indian context adop¬ 
tion of such an energy-intensive consump¬ 
tion pattern would run into a balance of 
payments constraint. Consequently, the 
market mechanism can be used to play a co¬ 
ordinating role and has the advantage of bet¬ 
ter utilisation of dispersed information and 
can be utted for allocational efriciency. But 
It should not be used as a process valued in 
Itself where all allocations are justified on 
the basis of consumer sovereignly. But the 
dilemma was whether one could dissociate 
the market as an instrument from the market 
as a value system, namely, may not one end 
up by accepting any outcome which was 
market determined as optimal. As he put it 
|l989r| “to treat the market as an instrument 
of plan fulfilment is a different thing from 
treating the market system as the sole pro¬ 
vider of all relevant economic signals”. But 
part of the problem with planning has been 
that planners sometimes look the view that 
relative prices were fixed, thereby choosing 
to rely more on planning by discretion rather 
than through the market even when it was 
possible and probably even desirable to do 
so. The task of planning today in India was 
to make adequate provision foi the future 
unborn generations, to take better care of 
the poorer sections and help facilitate much 
greater induction of socially relevant 
technology, none of which would be done 
particularly well by the maikct system. 

For successful planning the quality of 
planning must be improved. This implies 
that the plan should identity the constraints 
to development and order them in a causal- 
ly significant way. Based on this an ap¬ 
propriate strategy of development has to be 
devised and this has to specify the major 
structural relations and suggest the ap¬ 
propriate mixture of incentives and disincen¬ 
tives for the economic agents. While we do 
not possess a theoretically coherent and em¬ 
pirically well grounded causally adequate 
model of growth, development itory would 


be useful in identifying the critical 
variables|1980|—whethei material capital is 
to play the critical role in determining the 
desired path of development or motivation 
of labour or technological improvement, etc 
But too often what has been stressed has 
been merely the arithmetic of planning to 
ensure superHcial consistency rather than a 
proper theory of planning according to the 
abovemeniioned framework. 

DEVbLOPMENT PROCES-S 

A theoretical framework for analysing the 
development process could benefit from a 
number of insights offered by the classical 
paradigm. The wage rate at which labour 
can be transferred from agriculture to 
manufacturing is fixed because of surplus 
labour and is institutionally determined 
rather than market determined. Further¬ 
more, in the classical paradigm the economic 
problem par excellence was that of produc¬ 
tion and viability of the system in whether 
a surplus existed (1989e,d]. If the economic- 
system was sufficiently productive then the 
rate of profit and the maximal rate of growth 
were given by the production structure. A 
particular contribution of Marx was to draw 
a distinction between a worker's productivity 
and his wage. 'I he process of development 
under capitalism implied utilising the labour 
power. This concept was utilised by econo¬ 
mists when discus.sing the use of under¬ 
employed labour for development. Further¬ 
more, though the classical system was af¬ 
fected by necessary consumption, it was not 
affected by luxury consumption-another 
property that appealed to him. Chakravarty 
sought to express the ideas of classical 
economics in the idiom of neoclassical 
economics using mainly the language of 
mpul-outpui analysis both in his review of 
Sraffa {1961) and in his unpublished 
manuscript on Marx's economics. 

Because of changes in the underlying 
socio-economic reality in India his percep¬ 
tion of the constraints to the growth process 
in India changed. However, coherence was 
provided by his value system and his ideas 
regarding the mainspiings of the growth pro¬ 
cess (1984, I987i.|. He, thus, continued to 
stress the importance of mvestmein alloca¬ 
tions and a strong lok lor the government. 
The mam changes in his views iclated to the 
linkage between agruultuic and the rest of 
the economy and consequentiv to the ap¬ 
propriate policy for agricultural develop¬ 
ment, policies lor poverty removal, the role 
ol technological change and entrepreneur¬ 
ship and. perhaps mote importantly, the role 
of the state in economic development which 
obviously incorporated the question of the 
nature of the state. 

l-rom the beginning Chakrasarty stressed 
the importance I'i investment allcKation even 
though some ol Ins work dealt with ques¬ 
tions of the overall latc of investment or the 
choice of techniques—the other important 
decisions which a dc-veloping economy has 
to undertake Though these decisions are 


imcrrtlated there were Kill dif ferenoea as the 
question of an appropriate level of savingi 
and investment was relatively more of a 
political decision than the question of invest¬ 
ment allocations which was somewhat 
technocratic and depended on the con¬ 
straints lacing the economy. This was not to 
deny that the actual allocation chosen would 
have distributional and welfare con¬ 
sequences. 'The government was to ensure the 
appropriate level of savings and investment 
through management of the budget and the 
public enterprises. Macro-level decisioiis 
were the prime causal factors in his percep¬ 
tion. As noted above, his view of emplcv- 
ment generation stressed more the macro 
growth strategy than the micro level choice 
of technique decisions which could be left 
to district planners or production units. 

Throughout much of his work he stressed 
investment allocation issues, but as his 
perception of the constraints facing the 
Indian economy changed there was a shiA 
in his views of what the priorities in actual 
allocation .should be One of the major con¬ 
clusions of his work in the area of optimal 
growth, as already noted above, was that for 
a capital poor country the insight of 
Mahalanobis remains true that the invest¬ 
ment allocation should be biased m favour 
of the capital goods producing sc.'lor. But 
the experience of the Indian economy in the 
60s and simulations of large programming 
models showed the importance of larger 
food output in raising the rate of growth. 
Emphasis thus shifted from the notion of 
capital as machinery to capital as wage 
goods. But he argued that a judicious 
mixture of the two forms ol capital could 
lead to faster rate ol growth than an un¬ 
balanced mix |I988|. 

ROLf Ol Agrkuiture 

This insight was later developed more 
lully to tackle the role of agriculture in 
economic development. An underdeveloped 
agricultural sector could not sustain rapid 
industrial and economic growth. An 
agrarian transformation was necessary to 
provide for the growing wage bill in the non- 
agriculiural sector and lo broaden the 
domestic market. Growth in the agricultural 
surplus could have a multiplier effect on in¬ 
dustrial output and enable it to reap the 
economics of scale prevalent there|IW9b). 
A growth strategy based on getting a sup-' 
ply response from richer farmers might lead 
to larger agricultural output but its spread 
elfccts might be limited, particularly if the 
increase was based on use of import- 
intensive oil-related inputs, the consumption 
pattern of the richer farmers was import- 
and energy-intensive and government sup¬ 
port programmes maintained agricultural 
prices above those that would prevail under 
competitive equilibrium preventing broaden¬ 
ing of the market for consumer goods which 
would otherwise ensue from the increased 
real incomes of wage labourers [I979|. 
Emphasis m theorising about how to bring 
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about n aciwian traiaformation has shifted 
to technological modernisation from its 
earlier reliance on spreading knowledge o( 
appropriate agricultural practices and 
transforming the rural social structure Bui 
spread of the green revolution to eastern 
ndia would require institutional reform as 
ell as research and development in water 
.lanagement, required inputs including 
<mergy, and crop husbandry—all of which 
rottid require a strong government role 
1972, 1988] 

Such a strategy of peasant development 
was necessary to carry out the transforms 
ipn of an old agrarian society in the face 
t new comoetitive commercial forces that 
4re more productive A small holder 
iiiategy would ensure the goods produced- 
wige goods —were those which ranked high 
iii||the preferences of such households, and 
iwquid draw out the poceniial surplus 
available on small holdings—a concept 
which was stressed in the earlier writings on 

J 'clopment and—and determine the 
ings consumption margin in these units 

lot t)S ON CAPIUI CitXIDS 

While recognising that induction of more 
productive technology Irom outside the 
community's common pool of knowledge 
' suld affect the micro units of production 
nif earlier emphasis on investing in capital 
goods industries remained Much of 
technical progress is embodied A high lalt 
of investment tn the capita' goods industry 
would enable the economy to lieiiefit Irom 
the economies ol scale prevalent thin 
Reduced public investment since the mid-60s 
which prevented exploitation oi the econo 
mtes of scale and lack ot technological 
jpgradation were responsible (or many of 
the problems facing the Indian economy 
Import of technology to improve producii 
sity of the capital goods sector was impor 
lant as these sectors needed to grow lapidly 
almost irrespective of the other changes in 
the development strategy For instance, 
simulauons while drawing up the Fifth Plan 
showed that rapid agricultural growth al >o 
required fast growth oi these $ectots as one 
of the consequences of the green revolution 
had been to make Indian agriculture more 
dependent on such industrial inputs 

Learning by doing was not neglected in 
his theory of development He stressed the 
importance of investment in human capital 
through expenditures on education, health, 
etc, as only such investments would enable 
appropriate learning by doing to occur as 
well as directly raise labour productivity But 
learning by doing only occurs with doing 
■nd dmng requires production and so capital 
goods But perhaps most importantly, 
«*evelopmeni of a domestic capital goods in- 
'ustry was absolutely essential to enable pro 
'activity to be raised in a large number of 
idustnes. Ibchnicai progress in the capital 
*ods producing industries had far-reachmg 
Ptahd effects raising productivity m all the 
idustries using such capital goo^ and was 


thus capital saving for the economy as a 
whole However, in hit later work in line with 
the experience of counines he emphasised 
knowledge As he said m his Marshall 
Lectures, “Understanding ot the basic 
development problem, which earlier centred 
around the process of capital accumulaiion, 
has shifted to problems which are more 
closely connected with issues of lei hnology 
and knowledge, which can be studied in 
complete disjunction from those embodied 
in capital goods” As he noted, one of the 
advantages ot ihe market was its abiliiv lo 
use knowledge which was widely dispersed 
He had thus changed his views regarding 
the appropnaiL paiiern of invcsimcni lor a 
labour surplus economy Irom one stressing 
perhaps excessively concontiation on the 
capital goods induvtfics to one which sires 
sed those investments which would bring 
about Ihe agrarian iidiisformation and in 
crease pioduciian ot goexl' consumed by iht 
poor But he rejected a more consumption 
oriented development paih because such a 
development path would not be able to lake 
advantage of the external economies arising 
irom the development ol a capital goods 
industry or lo remove poverty 
In such a system trade had perforce to 
play a limited role Of course, advantage 
should be taken of the opportunities provid 
ed by trade and import substitution should 
not be carried too fat However, development 
of the capital goods industry was necessary 
and not something supjsorted bv the conven 
tional neo-ctassicdl theory of comparative 
advantage Also trade had little role to play 
in bringing about the agrarian transforms 
tion The agrarian transformation was also 
necessaiy to capture more o( the gams from 
international tiade a la Lewis Lxpansion of 
exports would be difficult in Ihe current 
situation of expected slow growth in world 
trade as compared to the 60s and 70s. in 
creasing piotcciiomsm and (he increasing 
competitiveness ot the world market as more 
and marc debt ridden countries tiy to m 
crease exports [1983 1987, 1989e] Further 
mote, the problems ot mtrastructure and in 
nation caused m part by the prevailing tax 
sociology, may make ii ditticult to expand 
production ut cxpiriabicv It is an open 
question whether India can emulate the 
Korean experience uf containing the rise in 
real wages and inducting relevant technology 
[I987b] In fact given the likely pressures on 
the balance of payments, import substitu 
tion in areas such as energy and vegetable 
oils IS urgently required 

The instrumental ty of the state was 
necessary to mamtam a high rate of invest 
mem in socially relevani sectors This re 
quired a state acting in some sense for a 
natural interest over and abose the sectional 
interests supporting a particular govern 
mem His notion >f the state was Hegelian 
in the sense that it represented a national in 
terest He was profoundly disturbed by the 
happenings m eastern Europe as it seemed 
lo suggest the impossibility of rational 
choices on the part ol collective units He 




•an« 


had not come to terms with what the alter* 
native could be, and was groping for clues 
In his own words he preferred to apply the 
method of ‘morphogenesis’ as the geologists 
apply paleontology to understand Ihe evolu¬ 
tion of micro units of production, be it in 
agiiculture or in manufacturing 

COMPRE.IILNSI\L WORLDVIEW 

Chakravarty had a comprehensive world 
view from which he analysed development 
issues This world view was the result of 
reading and scholarship His stress on 
scholarship is one of the facets of his 
personality his students remember fondly 
However, in those student days it could be 
troublesome When one met him he would 
enquire what one was reading If one men¬ 
tioned what one w^s reading a senes of ques 
lions on ihai material would follow— 
questions which students very often found 
disquieting But if the student wne to 
answer nothing, then would follow another 
senes ol questions designed Co make sure 
that the student was well But what seems 
in hindsight amazing is that students 
recognised even at that lime that the ques¬ 
tions about their reading were in the spirit 
of all being in the search for knowledge and 
this seaah being no' onlv a co-opera'ive ven 
lure where class distinctions did not exist but 
also a joyous venture His enthusiasm could 
infect others than students Samuelson on 
reading the typescript copy of Capital 
Formation and Ex.onomu. Development was 
moved not only to write a foreword to the 
book but came and read the em.re foreword 
to his class 

Chakravarty was noi only a Iheorisl He 
stepped out into the difficult terrain of 
policy advice from his area of intelicctbai 
endeavour where the objective is truth into 
the poiiiicat arena where the objective is 
power In this difficult arena he did not sur 
render to the holders ol power but provided 
them with his expert advice not bending it 
to suit the requirements of power His un 
compromising intellectual iniegrily is shown 
by the respect that he commanded even from 
those who disagreed with him However, at 
heart he was always an academic and I, for 
one, will always think ol him striding bnskly 
10 Ihe library carrying a handful of books 
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II we have to adequately reply to all the points 
raised by Partha Roy (May II, 1991) on our 
article ‘Where Is the Industrial Retardation’’ 
(Scpiembei 29, 1990) we shall have to repeat 
several passages from our own articles One of 
the points made, not once but several times, by 
Roy IS that “C R neglect the whole ot the l9S0s 
and arrive at trends that the earliei authors 
could not find” and that, therefore oui con 
elusions aie “ unacceptable because the time 
frame was en'irely different” 

It seems Roy has not understood even such 
verv clear statements as the following which 
occur in our article ‘‘We do not, however, 
interpret our results as suggesting that these 
economists were all wrong in their interpreta 
lion ot data Our very different results refer to 
a very different time comparison" and “ for 
those time comparisons the authors were 
entirely right about their judgment" 

Another criticism by Roy is that ‘ the lack 
ol any aggregative measure seriously delimits 
the generality of C R's statistical results' As if 
(truss I ixed ( apital Formation m the economy 
as a whole anci in the public sector and the 
private sectoi sepaiaiely are not aggregative 
measures Eveiybodv would agree that 
“ slow-down ol gross fixed capital formation 
IS not the only factor responsible for iiidustridl 
deceleration since ihe mid sixties” But that 
slow down, especially in the public sector, was 
suggested by many as one of the most impoi 
tant factors causing the ‘industrial retardation’ 
As such, our result that in the 24 year period 
between I%1 and I98S public sectoi invest 
ment, instead ol slowing down, actually grew 
at an increasing rate does not lose its 
importance * 

Partha Roy asset is that " if one sees the 
data on industrial production carefully 'index 
or otherwise) one gets two distinct breaks, via. 
Period I 1950-51 to 1964 65 Ptnod 11 l%5.66 
to 1979 80, Period 111 1980-81 to present date 
The first period is characterised by relative 
growth, the second pencxl by stagnation follow 
ed by the third period of further growth" We 
are highly impressed by bis self confidence 
about ‘‘careful'’ reading of data but not at ail 
by the method he suggests. We are further 
perplexed by the fact that after suggesting a 
three-period analysis as being appropriate he 
presents some numerical results which involve 
only a two-penod break up Whether two 
period or three penod, we are strongly opposed 
to any method that involves starting off with 


non’ in M H I Dore and others (ed) ttHd 
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assumed breaking points “ the hypothesis of 
a structural break in industrial income is con¬ 
firmed ’ IS not a conclusion that follows from 
that exeaise Instead of 1964 65 let him take 
any other year, say 1%5 66 or 1963-64, it is 
almost certain he would get the same kind ot 
results So which veai should we choose for the 
break'* 

The crux of the difference between Partha 
Roy and ourselves lies precisely here. We believe 
that whether there is a tendency for decelera¬ 
tion Ol not has to be extracted from the entire 
lime series data Partha Roy believes in cutting 
up the time series at some subjec ively choser 
points and showing that the rates are consiar 
within each period but different in the differen. 
parts According to us the method is crude ii 
the extreme one can produce different results 
bv choosing the dividing points differently 

Partha Roy mentions the names of some 
authors who have noticed the picking up of in 
dustrial grow it in the I98(H Thai is not sur 
prising Wt did not claim to have unearthed on 
seciei treasure 1 hr point is that a number ot 
very important economists debated about the 
trend being one of deceleration There has been 
no recognition before us that one was mistaking 
the downswing of a cycle for a change in the 
trend The economists who debated about the 
causes of deceleration did not evince any com¬ 
parable interest about the possible causes for 
the reversal In economics the difference bet¬ 
ween iieiid and cycles is of significance stret¬ 
ching lar beyond the reaches of elementary 
descriptive statistics of curve Tilting 

We have refrained from using index number 
of industrial production very deliberately The 
reasons foi our deep distrust of such constructs 
are discussed in detail in a monograph by one 
of us Ashok Rudra, {Measurement m 
Economics, Allied Publishers, 1967) The indi¬ 
vidual industries we have chosen may r epr esent 
only a small part of the total weight of the in¬ 
dustrial sector but they are leading or core In¬ 
dustries If during a certain defined period these 
core industries did not show any deceleration 
that IS haidly a matter that can he denied 
importance 

Finally, we learn with dismay that according 
to Partha Roy a particular author has already 
‘‘doctrinised’’ the ‘‘turnaround of induitrial 
production" We consider ourselves lucky that 
we have not been accused of “doctrimsmi” 
anything Doctrines, in our judgment, have no 
place in science 
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Scaie industries > 


Please remit your subsc^iption/payment immediately through Demand 
Draft/Crossed Indian PofiitalGrder/Money Order drawn,ln favour of Controller. 
Department of Pubflca^n, Civil Lines, Deihi*1 TO 064 directiy at his address. 

Note; Only noh-periodicai (^ujslications are available against cash payment 
also frorp Government of India Sale Depots, Small Industries Service 
Inatltute^SiaA^ Smalltndustries Service inatitutesand Small industries 
service Extension Centres all over die country. 




31. 1991 




MAKE AN INTEIXIGENT MOVE 









EXEMPT YOUR 
CAPITAL GAINS FROM TAX 

INVEST IN 



CAPITAL BONDS 


Long tom a^ital gams from the sale of land, buildingis, jewellery, shares etc. attract Income Tax. But 
there is a way out. Invest m IDBI CAPITAL BONDS,your capital intact and earn interest too. 


• Bonds available at par chrougbout 
the year 

• Exemption from tax on Cjipital 
Ciains under Section S4E the 
Income Tax Act, 1961 

• income tax benefit under 
Section 80L 


• Exemption upto Rs 5 lakhs from • At the investor's option, mterest 


Wealth Tax under Section 5( 1) 
(xvie) read with Section 5( lA)ot 
the Wealth Tax Act, 19S7 

• Interest at 9% pa payable half 
yearly 


for the full period of 3 years can I 
be paid in advance on discounted I 
basis 1 

• No deducuon of tax at source. ’ 

• Quotation cheques accepted and 
cost of collection borne by IDBI 


ALSO CONTRIBUTE TO THE INDUSTRIAL DEVELOPMENT OF THE COUNTRY 


L ... 




. For further details contact the nearest IDBI office or write to Manager 

I nMWJSTMAtDE^^^^TBMWjOFINDU 















